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IMPACT OF DEFENSE PROCUREMENT

THURSDAY, JANUARY 28, 1960

U.S. SENATE,
Suuco rMIt rTx ON DEFENsE PROCURnMENT OF TIlE

JOINT ECONOmiC Co3.mrrm,
Was8hington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room G-308,
New Senate Office Building, Senator Paul I. Douglas, chairman,
presiding.

Present: Senators Douglas, Sparkman, O'Mahoney, Javits; Repre-
sentatives Patman and Curtis.

The CHAit-MAN. The subcommittee on Military Procurement will
come to order.

Due to the weather conditions, Senator Javits is delayed in flying
in from New York, and Congressman Curtis from Missouri, but we
will go ahead with the members who are here.

The question of military supplies is one of the most important and
relatively most ignored features in Government. For the fiscal year
1960, estimates are that the Defense Department will spend $23.9 bil-
lion on supplies and equipment. This is almost precisely 30 percent
of the total national budget.

Our very competent staff associates Mr. Ray'Ward and Mr. Richard
J. Newman, have prepared a chart which shows the magnitude of the
operations, with the Department of Defense having property holdings
of $150 billion, of which $33 billion is in the form of land, buildings
and fixed equipment, $70 billion in the form of major weapons, and
$47 billion in the form of supplies.

I hold in my hand a report on Federal real and personal pro rty,
U.S. Government, issued by the Committee on Government Opera-
tions. These figures are as of June 30, 1959. On page 135 of that
report, the totalsupply system inventories as of that date for the
Department of Defense are listed as $44.2 billion. This differs slightly
from the $47 billion figure, as it is on a different basis. Of tlis, $3
billion of the $44.2 billion are undistributed stocks, $15.3 billion peace-
time operating stocks, $11.5 billion mobilization reserve stocks. Put-
ting these three together, we get a total of something like $30 billion.

Then economic retention stocks, contingency retention stocks, and
excess stocks, which I think is the more charitable interpretation-all
three could be regarded as excess-come to about $13 billion.

There is a very real question as to whether there is not excess in
the preceding $30 billion. The Department of Defense has written
this off its surplus stocks at the rate of $6 billion a year and then $8
billion, and now at the rate of $10 billion a year, and they are also
paying for the direct costs of sales. They net somewhere between 2
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tratt prices atre bas(' litrgey on estirnatr( ensts to produce the articles
requtil'e(1. Such est~ittates mist, therefore, ho as sound and realiStic
ats possible1 in order to arrive at fair and reasonable ris.While
competition, can, in tmany instances, be maintained in neoited pro-
cureinents, such competition is not always effective andgt te Govern-
mendoe0s not always liave thie assurance of fair and reasonable pric-
ing normally afforded by the forces of full and free competition.

'rh complexity of modern-day equipment, devices,. and systems
needed by thie Deparitment of Def ense makes it increasinglydifcl
to secure effective competition or to forecast production costs with a
reasonable degree of accuracy. Preparation of accurate cost estimates
upon which to base reasonable and equitable contract prices requires
the sound and earnest cooperative efforts of the contracting offcial
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corprips, ill two of the_& - cascmg totaled in excess of $2.7 million, In other
C.aq..s excess costs were ]lot, re-coverml.
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Wo bolitoe 11111 Clioh ( loveliwii'it, is ftrequentlhy denied tho bene1(fits of

iwei'' I 11o righ to oh)t nihuon 11till'tl-ii'ilig drIawinlgs prepared by coni-
t-I'l'ttol's fit,.(IV ~titt exjp'iise. Ill it 80lective review at One Ilarge
Pi'x'III'etta'til. ONi', we foulitd 0l11t. tilE' (Ioverntnlent has iotiany l in.
poSitionl to I'('ii/.1o till timinilil b)(11011t4 of conpetitioninnaypo
('tut'ellilts 4)1 Ilifiituy itlilM4, Mllij)O11'iits, an1d( spare' parlts. Tifis was
(Illt 14) i Iiduth(jilt e oid 'it. prisions 180151equi rig thiat the Governinent
Ibo 1'umnfishied witI hieonifilete u1n111a f IActri fig drawLIinigs Of ite118 dOvel-
opeVd for' 1111(1 fit. I Ilt exp~ of Olhe UI'oierninent, to heo used in the sub-

WM~loIC rollellil, o Ciosiiine iteins hby the Government. We also
foutlnt 1h1t'0Ot~l-i'l)( It. 14t11'iete. l tei'pi'ttions by the procurement
Oleo of prior ('()iti'ncts where 1180 of c)Iitrn('toI'-fuislihed driiigs is
not, ox presly ret8tiit d. '11w1 procl reient office's controls and pro-
cedure~s were hii(equitte regarding the receipt, and issule of (drawing,;
for' pr'lorient, purp~oses. "Inl ou'r tests, we found that over 25 per-
cent of the requests f romn other procuring activities for manufacturing
drawings to be tised in repi'ocurenient were denied because their rec-
ord4 showed that the Government (li(d not have the right to reproduce
rind (listribtite the dIrawings to other contractors for procurement

Other ttUJCO11o~finll. p?'rC7Iu'llut prlactwves

T1IIhee are other Iproci1'enlietnt pnictices disclosed by our audits which
if corseted would contribute Slibstalitially to at more efficient procure-
mnt operation. For exaniple, failure to Adjust contract prices for
Changes in tile scope of contract work has resulIted in exces charges to

Ol overnment. In an off-shore, rocureiuent of 120 aircraft engines
the record of negotiations indicated an agreement that about one-thir
of the engineer to be delivered would be of a certain type while the
balance of the engines to be f urnished. would be ani improved and more
expensive model. Because, of delays in the development of the new
model, the entire contract quantity was filled with the original and less
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expensive model, resulting in excess costs to the Government of
$87t4,00. After bringing this matter to the attention of proper
officials, an additional quantity of the less expensive engines for which
a valid requirement existed NVas delivered by the supplier to inake up
for tie deticlency.

We have found instances where the cost of Government procure-
ment has been uunecessarily increased as a result of requiring con-
tractors to carry insurance on Government-owned properly. Under
certain lease agreements, military departments had reqluired con-
tractors to carry property dam age insurance on ( ovornmen t-owned
facilities even though virtually all the contractor's production with
those facilities had eei on contracts with the Government.

The CrAItMAN. May 1 interrupt a minute'
Mr. ( ABELLra,. Yes, sir.
The ChAIRMAN. )o you mean to say that, the (overimient required

the contractor to take o'ut insurance on property which the contractor
did not own but which the t;I (loverimnent owned, and which if
damaged or destroyed by fire would not occasion any l)roperty damage
to the contractor?

Mr. CAMPuETt,. That is the kind of case we are discussing here.
'Cuioecost of such insurance wvits generally refleeCed in the prices

charged to the governmentt. This not only resulted in unnecessary
cost to the Governent, but was inconsistent with Ihe Government 8
policy of self-insurance. In one case, we estimated the unnecessary
insurance costs to be $45,000 annual ly.

Failure to obtain reimbursement for commercial use of Govern-
nent-owned families in the hands of contractors ]tits been disclosed by
our reviews. In one instance, it contractor used Govern ment-owned
facilities for commercial production for approximately 8 years with-
out paying rent.

ThOCIIAIIIRMAN. Was there a large amount of Government property
involved in this caseI

Mr. CAMPBELL. Yes. This is a rather large piece of property and
expensive piece of property.

The CHATRMAN. Do you have any estimate as to what the capital
value is ?

Mr. CAMPBELL. We do not have that figure.
The CmAImMAN. We have a synopsis of all your reports. If you

will give us the number of the decision, we may be able to find it.Mr. CtPnLL. 'rhat is B-125096. i have an outline of that report
before me, Air. Chairman. We don't have that figure of property
value.

'rile CHAIRMAN. I will ask Mr. Campbell to supply the name of the
company and the amounts involved for the record.

Mr. ( iAMPBELL. Mr. Chairman, that matter is now or has been
before the Board of Contract Appeals in the Air Force. The com-
pany is Curtiss-Wright Corp., Wright Aeronautical Division, at
Woodbridge, N.J. With respect to tie figure that you requested, I
am not sure of that, but I understand that the original acquisition
cost was approximately $15 million as of June 30 1956. The rental
accumulation through June 30, 1957, was estimated to be $4.5 million.
This computation of $4.5 million was by the Department.
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Faili'o of the, contrator to complV with contract terms concernihl
the furnishing of equipment usagO (1ata, compo u nded by initial lack
of aggressive action on the part. of Government procurement officials
and subsequent controversies between the parties, over the interpreta-
tion of the contract rental formhla, has resulted in an unreasonable
delay in reaching agreement on a substantial amount of rental reve-

nIue duo the GoveI'nitent. For the entire period through calendar
year 1956, the Air Force conipite( rel lils duo of $1,572,380. Upon
aPeal to the Armed Services Board of Contract Appeals, the con-
tractor proposed it rental formula, with altlt0riLttivo elements, which
restilteol in calculations r-anging from $408,109 Co $520,082. The
Board in its decision dated Selptember 23, 1959, established rentals
due the Government through 1956 at $652,298. The Air Foorce filed
a motion for reconsideration and ol )ecember 16, 1959, the motion
was denied. We unlerustand that, the Board's decision will establish
a formula on which to settle additional rentals duo for 1957, 1958. and
1959. Also, in this case, there remains tli question of settlement of
substantial entlals due for facilities in the hands of subcontractors.

The military departments and tim Deartment of )(fen have
taken action designedd to correct, many of these uneconomical prac-
tices. The Armed Services Procurement Regulation has been revised
to improve negotiation procedures by requiring thorough analyses of
contractor's l)roposads and by requiri ng that current, complete, and
cor-recl, cost or pricing (dlan be ol)[tmined before decisions are made
on contract prices. Revisions of tie regulation have also been made
to strengthen administrative policies and procedures in tim areas of
(1) solo source procurement, (2) surveillance over the pricing of sub-
contracts, (3) etablishing prime contract prices where subcontract.
prices are not firm, and (4) insurance on lease4 Government-owned
property where more than 75 percent of the totalproductive capacity
of tlhe facilities will be used on Government work. Individm mili-
tary departnents have also taken certain actions to improve policies.
and practices in many of these areas.

The CIATIMAN. I wonder if you could tell us when th6 Defense
Department took corrective action?

Mr. CA 4nmt.-3,Lt. I believe it was the early part of January 1959. It
was just about a year ago.

The actions tal(en by the Department of Defense to improve pro-
cureinent procedures and practices are commendable. We believe,
however, that the problem of achieving efficient and economical pro-
curement requires an intensive and continuing training effort to in-
prove the skills of contract administrative personnel. There is also
an ever-pressing need for followup action to see that revised policies
adopted by the Department of Defense are being followed and that
full cooperation is extended by the contractors.

We believe further, that there is a need to obtain greater competi-
tion in awarding of contracts to supply the needs of the Department
of Defense. In our opinion, effective competition gives greater assur-
ance that the Government will receive an effective and durable prod-
uct in a reasonable period of time and at the lowest prices obtain-
able. Even in those cases where lack of development or the complex
nature of the item being procured precludes the use of formal ad-
vertising, competitive forces should be utilized to the maximum ex-



Will, lpr1oti'll. Compe~t it ion iii t desigi, roeenrolt, anud deveolop).
111101111 St au~eg wVolld iut Iliul 'onultit ifilo foiu'CCI 11) to Chlo Prtodud~ioii
Stago wileh wold ile 111 ho ov"Vruume1t, III the( UldvalliuAgeol oU
FAioul of belig able to HOieledt 111 m~lost 11(4vojtlilo lpl'(idut Itvailable
tt fi~fjf its Itee(tsl.

TI IA11IlI Ati. All. CIIIIIu helI, 1. a1111 %vry glad you mneoafiooned thilt
Ixoit. A nunuhr of Mleivt iem of ( , omglresH ha1ve4 VII heeti gilig the1

'roflteu llso of eotuupet ilioui ill the awitNN'fg of coit.1fleti4, uIotiably
("'ulgivs.su11au1 IAte( oriuiack, of 1111l(lule Iad Coti1greiHHiuiuu1
CurIII0, of Mitsiiiti'i. The1'lloCiIVII111l itiild %I'060 1.10101' NI101)3- Of
thm ollituto hav-o from lim to time,~ ilrged 4il Ii lIet.iO We haltvo
Ilot; lioI Iced [ily 11'iaurt ilan inirense ill (li10 percent age of contract
awilrdod 111(el.ti te onqwet it ive H3'st Vill dJespiteo urit lirgi Ill We luaui'e
felt. that. 011'i't, 1oit wero 1r11t1 le feetk' ftie ) fart its t-110 following
of oilr 100i00 by the I e Cleuo D epairt mo'n is ciwleiiue1d. IVo feel m.e
lunuNm, 1111(i shored I ll) by3 3'ollr i'Veoliulll'i lilt ti.I, lm 110 1111101icl
0t. the lDeparhmint, of lkofonlso w6il l ike 11w %vuriowi r'eonilieu'ia.

Re~t'4il 1. t 1'A'rMAN. UP. (liii i'uIiii 1 11(1(1 d to 01111t, (ho fitc(
I-h1t b ol itwo ini overy ' sliugit repllr to 1 hm S111111 1 luaxi uwss (10mina Itt ve
iiiil t-him C'41iiiiuiI Ioeq It) of 1-hlt %%-V luim'i' St roiiglv- 111-gol III( moiuiwli I
five, lqm.tii ~of eouut I'll otsi alwayINS ftelilog (ta iiiiu 8111 lbli!4ilit- (t1111 111
1111W of it St. mioet o0111pet it ioll.

'lho Ciu AIOM\ A;. I am0 pliz'eII' by t hio 110 ionl of t ho 1 efellse, I h'pmrt.
unent beciiuuxso a.'s I 1111lslt ad it, mlieui wI' ouigi tillY i3'I'itt( netgoli.
aie('1)1) ooltat s, kt was 11ndelrst old t l li dve N' n o )Q oI ia'ied(l"Ill. (lilly
in 1110 mom.~ otraol11rd11111'V eituiix fht'' hit''0 )t'('fllso of t'lol''i401 qIf

'-AVtir seIy i ,. qcm& 0*111101488Of prodIlh't, it, wits it0 (1Q,4&-sI1ablo(or
ph)0S1l( to obtll, Coiuuiet-itk- bil 1idig, Ilit is it yomta itut,)re$ioil 0h11t
uImcmtiated 10trtsiilt have, t't'i 1111(1 r ll't3 1W ilig t'lltirr'(l old, h.1 thle
l')efcnse lDepalmeuit ill 1I1rems \Yvcro it. Imould ho relatively iy to
obtliil inei ivo biddinig

Mr. Cirztr~,. We t hin k th at, is truie, M~r. (Jhirit-i.

TilL supply3 and serie'Vil till ageuuietit, act i'it ite of tile tIiilitariy de0-
puirtinuts represent. . v'ast, operatfioti of logisticld Supply, n11ine.
llalmfev and repair. 'They i1nclude1 ltrbre NYM-0110osin~g tillIats Sull)-
ply neftiviies-, vehicle mi aircraft mnaintenance shops, ship repair, op-
orations, and numerous other activities with at similar mission. Like
eommerceial merchandising efficient and successful operation of theso
acrtivities r~jirems a carefui and studied analysis of probable demands
for the item or commnodity stocked, as well as efficient management to
maintain an uninterrupted flowv of vital materials to be available
when and where needed' without undue losses in storage or in transit.
Because of thle rapid technological advances in the design of weapons,
weiilea, and other military" support equipment, obsolescence is a

critical factor for consideration in avoiding the overstocking of spare
part, accessories, maintenance, tooling, an-d supplies.

IMPACT OF 10111014INS14 PROCURNMENT



fit, (wIIililit]I ig II lo (3111111.1VelPH 1 Of'4( 151111111 geiiios 1il i C I W134 JJPO 11 01 1iit, oif
51114 volsl 1(11 oves' Hujtll)Y 141 0(31. 11118 iIVIlII1(IN-4 Ce()Illl iloll of s-
(il I ( I t' 4 18 11).I dill riininm l jr j I ie, (1181 I Ii I I,i f (I ItH d d I 11 Of' VX ',3*SH
8(,OV3k8, 1i0iigIl (If 6i11W( Of' (h-i-vo'311 i IPV111511 f, J of11 Il'l lllf toJ1)J5
rlOl I('(, ii iild 1,I''l l l er11 1('151 liisig to Clio p floefiVoslosel fiii 1 '1 1i(lleVY
oftif hlo 1f111(ll'1I of' Hill JJ],V 1111l 8'I-V iVO Wi(fi 1' 111, ( )Ill Iv id ifs1 5118

oliollpli It il(e'IHOIVil Hill Jjdl Hi IJ) iit, [ogiuII so. Maljor 11 filIfig
foIl m it I-e1iH, N li'fly HI 1'editleols 51 1loI0wm4

Nord lor? i))1/)/v) Pmen'f 1J / 11, /1 1'I''Ii 81I/./Jfy W1I7)1/i'//'/Ia

Ill oIll ( 0j Jil1(5,1 1 o iil IleollfI of I )o Cema 11118 5101, (o ell(3OOJ3 (3ff1--
Civo pnovt I(C:I '( for red18 i 1 fit I II il I I (' . 11iSOf ('X(0 1- 10 log HI I jlply
11ltuongi I I 'l 111.11 v~~ i've513 s I ll~ I I i ~ It rq iiniii, f(JI' ic s(11 ocJ(k. Lite11k (;f

1111(d (1 iHjJ(JXIII Of 1.110 14111 10 i1011114 by I,(J OJ- 1101-0 HPJ'ViCPH. Ill (JII el1811,
we found flis-ill'ilg Chei 8111lIC perPiod l 0o( HPI-Vico 1111( iI. Iotijg SllpJily
5111(1 4 X('( H (Jf Iti l-l-Laft eligile il(38 itcc1 511(188ry 1)1i't8sI liii 1511)1 foJrIlfAP
H131'V111(3 ~ 118( W io it IIIfldlf-e3P c %%VI '( 18 IVIH jIii fig (JI'(1115 f(JP- i(111Jii51 ik-ys.
'1'Iio Iiii-lSevc H''(1V11 II I)ly IJIocei '111fl-e l(J )Y by l'l (3511, 4Vic3 did( fiolt
ILJ11C 1 1111111 (1 red 1.li )Ilclfl (of uS ltyl 511( 11 11inie i1. Am it resit4I. of Oil 1
r11qIR'8 thliitlt t vices ('oIl(3 id le ho1iiitff (R'- IrasIlg'irli3113 were
inado for' Clio Cra8f('r of HI~od*1H vallied fit $1 .6 million.

(CAHJM OF' (,O(Uill E1N'iT HIISNO AND) 81"34AN(J

iI flihltlol' come8, ledlletionl ii Ai' Force reqitu'emnt dIIiitg fiscal
yea195 ~t8 left Clio Air Foeo withs over $13 mililioni worth (of excess
1-11) IR3Iicoptt-f43'HJJI'1 sports tit Mfidl(to)IV AhrMitite Ar1ea1. Some

(of $leohl 1518315(m it111 Ill f.1Ji Zed( for (1u4p08111. At. the some1( timie the Army
1had( oultstanldinIg or'ders foJI prOdliIctiol oIf 11-19 hel~icopte~rs an(]o spalre
J)IU'1ts wlih iic 10ee p~laced prior' to Clio Air Force p rogramn rediw-
tions. When notified directly by Middletown Air Mfatewiel Area at,
our request, tlio Army subsecjiierstly requisitionled about $3.4 mill ion
'vorldh of Clhe Air FoJrce excess spare1 parts.
Need for' imnprov'ed Rupply maznagemnent controls

Many of Clie supply activities we have examined have inadlequate
procedures or lack proper records or other data to determine their
stock position or compute their requirements within a reasonable de-

g~eoaccuracy.
EXCESS MARINE CORMS BLANKETS

The CIRMAN. Mr. Campbell, may I interrupt a minute? In my
owvn inquiries some months ago, I developed the fact that the Marine
Corps had- very large quantities of excess blankets, which the Army
and other services refused to take, althourgh they were purchasing
blankets, because the Marine insi gnia had- been stamped upon the
original blankets. They didn't want to) have soldiers sleep under
blankets which had the Marine Corps insignia. Is my information
correct in that case?

Mr. CAMPBE.LL. I am not familiar with that eass

IMPAC'T 010 DIPTIM141-1, 11110MIRRMENT
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Tl110 C1iAIiMAN. 1 tChiitCtio (11SA 1)ln'ou t, iit~ to liy att~iitioa. I
ill 14111- it, is ())Pi'Ot 'Il'i.4 is it-Ilioh Ui ilsipat it of Mldi. you lilLY))

h)01)11 dowol(pinlg. Tliitik ~youl. Wouildyol colitilue.

Mr CIiiMint, i.L -Ait. I\ i 'etil vii( 111itisfneto' M-0 t 1)1, 1 o0ll t

M1018Ol1V1iW.'l t 11111 11iy ieliWs00l- (111-1 lt108 OlfiflWP,0 " 0) 4 )il 1 0

lit. 011)11 lpiilt. phil Pt 8 8iT it iv e ), %o foto ii I hilt over $0iii ii iou
Nvl It of' SparP1 plil'ts Oll 11111 aoWoP ill exeS4 of c-e-li't ju'o(gl'aitil Itemed
1111 11Hol aot.tlot her $12t tlitiol utvoi't It )'(Po O)il ovi'det.

'li C1IiI Alu AN. Th'is is ext PiIot'ditil-.1l Itit v oul hivo been1
( isellmsilig (h hi Ct I lilt( olioervOPV t('t' l'1 lilt Vo t'I. Xli rjl 118 , 11itoio. 'IlLiv
It. (let wit , 1111(l thiero wvold I~oI) 11 1111SNt o the le hi 111181)vhvve'0I 80.I'V-
ices. No~ %oW il tiv itPyhl'ig ivr oe I1111t. t ii'i 6; o110 seri'v ', IN% A ir

11011 10)1) of 1)11l li8 t. t ( 11 11 tall 1111 t 111111. t hey 1111( ov'et' $20)ua 1 )11 ol
)N'olt i of lippiIiPO liii I thlile1 )it8ilst(k

Th hi ollvi Nvr& thA" is l'iP I..s 'I'Iiiv t.of ld8l \vid

ill it siiigl, erviP) i ht ill 01oti it et' th lie ftI 11(1 (f1(1Ia1 hlol low \0i 11t
Iho ight 111111(i Nvils (loiiig oPl igiiolil 'Iv hut, (I r ightt. h11111(l ))'118 0(1 ilig.
W~olll~ youl hm will iag to slippdy fotr th lie i0(i ~' tis i iPn'ILC

pa~ Ill SI11;1)l N. itot i v itI v I'lvls?

Au'l Force.
IN I-XI) FOlR tDtSCt I'I.I ARY) ACTION

'Uli (lI'Ir. 1 811)1)08 t here lIP) otfliils of thle Air Foree here.
Whoen tiiev testify, I Nvoiuld like t~o 1lii' tiietii specify w~hit., (iscipli-

~'. 1 Mi'II., l.i y fii illfillitioli, .i. Clilii Ow tt, re Cereiiee

11l111h1'I' O'f 0111' 1'epoi't. is' 11-133011).
Whenl wo Called littoet~io 10o 'f wpror ofinls to tjlcse excess stocks,

reqiu ireluielit s were sevenled tvili orders approx ilntiig $16 muili on
'IV01. 04i110ledl.

The CHA~MA.1o' much is the totid cost, of your ofl'ICe to thio
Governunent ?1

D)OUBLE COST OP' GAO i)EFENSE AjTii'r' TA i'1 AMORI'1ZE[D ON ONE HIE1oRi

Mr. CA'MPB1U.LL. The total cost of the entire Goneral1 Accounting
Office is approximately $39 million.

Tile CuIAIRM4 . Here is 40 percent of theo cost of your office re-
covered Oil just one itein alone.

Mr. CAMPBELL. I think in fairness to our Defense Office I should
point, out that only about a fifth of that cost has to do witk the per-
formnance of t his type of work in the Defense Department..
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T'IuM (CIIAIICHAN. SO thalit, You rexcored t.~VicOe io xst. of youir uctiv-
ifi. IIspecif'tial ly (el(Ifidtgwith, (Ief(Nii5 ott this, one( (')itediol a~lone(.

fI'. (AMI'iIi,i,.ItlttkthIfisIfirFtLAnet.
TIM CII A I11 AN. I %Vittit 14) ('WITilet11l YOU. I Wishl 1iei'5 Wer'e niore

(lovet'titiui dep)ilwill~ts who had the interest of the taxpayers- Id
Ilailt' its You dto.

Art.lAi- ~u:. Of course5V, 1 dott't. atgree Chtli, you canrt aur l~Q t he l
r('t -, st f i htI(of theolrsf h'ie i'si I A ecoltii uig Office.

IM 'i(ii AMiMAN. Ti'li1i0 is It getl I till itli ee. ce't itinly. But, here
f1t is is It specif1(- in fluetWe.

$14 MILIW.ON IN ORIAC II4(AN(CI1I.I1)

Illir rev t(Aiw of ain Art. iy Suppl~y Center in Japani, we fotind Chtt
l'(Ii1(1115oi werte not, ileiig eancllw' I(Ifot' it erri int anl excess posidtort
1t0t' wits ftde( Iltt cotsi(I ition gi ie'I to [hle, 'own waitd t t'en(I in re-
qit Iem'iiit5 I eoI' exititpie, Ave foii flitit stock on hjan(Id o(10 otrder
gi'(il ly (exce'e((l 0w lie tiiiti 11th iI fot' It termnlI radio (AJWX.
69)) 1111d1 ('oil I polelt Il 't 1)1-. bi Itig l)I'o(5,Ii ' Ite il) )lIt of t Ilie U.S. fot'ces4
itl Koreat. XV ienl 110is wtis point ed ott. o 8111)1)ly officials, act loll wils
akt]il ititiieol iaiely to cilncel req~ii isitiotis atiouttt.inug to over $4' mi I-

lion. 1 Litei adltiottid reuinisit ions itnouti ng to $2.4 million for
MHC- 69) and1( MRC-M54 compiottetts and1( otter related items were also
C(itiCC'e(I. Asf it t'esuilt. of 0111' findings, thie itinaei'trlt of Ci i spply
cotti li ook immediate cor'tectfi% ae-dt~oli and req iiisitiOti for' over-
st ovk('k iteitis tot iilitig ovet' $8 tiill loll were ('1tinc ed(. Th'is~ cIneellil -
floit irepriesent ed ovei' 11a11f of thle 5111)1)1ies onl ot'der tit t he fi hu of oitr

T11e (IIAuuWrT~N. lit other worI(s, this iteiri also covers about the en-
iroe ost( of youii' Sliti'ycillliitte~ of thle ac(t ivit les of thle D)efetnse D)epart,

tIteit.
Nh' (~i~r'iuru.Yets, sir.

$1 BILLION OF' EXCE89S UPI'ES IN NAVY 8II1l'YARII)

11r(i fotinil t hitt certain Navy shipyftrdl have consistently over-
('lit ut '( thlei needs for' material for ship ovet'haiil and conversion
wor'k. As it result, enormous quantities of surplus material have heen
acecttitullita~d Whl ich, exper'ience shows, will ultimately bv disposed of
at it f raction of its cost.. During the fiscal years 1956, 1957 and 1958,
at sizable amount-. of Natvy iunventor'ies have been classified as excess
to its needs. This included nearly $8.50 million worth of those mate-
rials which are used almost exclusively for shipwork, that is, elec-
tronic, and shipboard e ip nt andl ship repair part..

The CHIAIRMA . In other w words, almost a billion dollars of excess
supplies had been. accumulated.
Mr. CAMPBIELL,. Yes, sir.
The CnAInMA~N. For ship overhaul and conversion work alone?
Mr. CA3Irairrm,. Yes, sir.

510-O-0-2
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IM I'IU)1PEi IEQU IIIEMENIS ct )M PJTATIONS

Iml)rol)er reqtuirenietits computatioiis for peacetime o erat il i
stocks of t lhe U.S. Army, Europe, have resulted in subs utitial quaiii-
ties of inaterial being requisitioed, Shil)ped, 1111d stored ill excess of
actual requireieniit s. In other cases, computed stock re(u iremienlts
were lower than warrauted. Reviews of stockage reju ireiints comn-
putations by sul)ply control agencies and the Army Communications
Zone Cominand were iiadeqalt0 to detect or prevent inacculacies and
to assure adjiustments. Details of our findings in these areas involve
classi fled ini formation.

I'OOtI US1I. 01, VAIUAILE, WAIIEIIOUSI.E SI'ACE

Whell. ,xces stocks accumllulate valuable wareliouse space is use(l
and is not availhale lofo housing needed stocks. In sonie cases" we,
found that. failure to dispose of excess stocks for extended periods of
time has taken space critically iieeded. Also, we have found that
failure to declare stocks excess had forestalled possible use of such
stocks by other activities.

NET IETURN FROM EXCESS STOCKS0, 2-21,1 PERCIONT

The Cui.iu,, . MNr. Campbell, as I understand it the cost of storage
is not deducted from the rross revenue obtained from the sale of sur-
plus. The Departillent oflDefense publishes figures showing the gross
income from the sale of excess stocks and then deducts from that the
specific cost of shelling the excess stocks, and as a result they get a figure
tat the net. return is approximately 2 to 2.5 percent of the original

cost. But this does not include the cost connected with storing this
material during the period that it is in excess and before it is sold?

UNWARRANTED NEW CONSTRUCTION

Mr. CA%trL. Not where it is in Government warehouses. Of
course, you must also keep in mind, or we must keep in mind that this
use of space in being requires new construction for further storage.

WORI)WIDE STORAGE SPACE 585 MiILLION SQUARE FEET

The CHAIRMAN. Our very able staff, Mr. Ward and Mr. Newman,
have computed figures which are shown on the chart that the world-
wide storage comes to 585 million square feet, of which 463 million
square feet: are in the United States, with a total of 34,920 buildings,
and at a cost of $1,636 million. These are staggering fgures. What
you are saying is that if greater effort had been made to reduce excess
stocks, there would not only have been a saving on the stocks them-
selves, but great saving on storage space and construction costs which
have run $1.6 billion.

Mfr. CAMPBEM. Yes, sir.
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COS1 OF 8110I1INl.ONE-II\I 1ERCI'NT I'ER ANNUM OF COST

The CRAiIMAN. I believe the Department of Defense estimates that
the annual cost of storing materials is ap)roximlately one-half of 1
percent of the original acu isition cost. 'l'he space costs from $3.50
to $4 per square foot to bi1d.

Mr. CMPIIELJ,. I think that is it reasonable figure.
The CHIAIRMAN. So that in 4 years of storage they eat u) any profit

that they may ultimately get for selling the excess at 2 percent of its
original cost.' So it becomes a cOml)lete loss. In fact, it is more than
ai, complete loss. It-is more than it 100-percent loss. We are not deal-
ing with sniall figures here. We are dealing with )illions upon bil-
lions of dollars.

Go ahead, Mr. Campbell.
Uneonomical management of overhaul programs

Mr. CAMPBELL. We have found that the failure to repair reusable
items of equipment promptly and that other variations in requirements
determinations have generated requirements for larger quantities of
these items than arre necessary to fill the needs of the using activities.

Within the Navy aeronautical system), there are some 50,000 aircraft
eni1gines. Annual procurement of aircraft engines by the Navy in-
volved hundreds of millions of dollars. Since engines on operating
aircraft must be replaced after they reach a specified number of
operating hours, spare engines must be on hand to use while others
are being overhauled. The number of such engines for standby use
is determined by a mathematical formula. One of the important fac-
tors in the formula is the length of time that the replaced engine
remains out of service prior to reuse.

Our study of the physical movement of naval aircraft engines
including (1) remove of unserviceable engihes from the aircraft,
(2) shipment to overhaul points, (3) overhaul processes, and (4) re-
turn of serviceable engines to actual service revealed a general lack of
expeditious handling in almost every segment of the overhaul pipe-
line. A review of the physical movement of naval aircraft engines
and comparison with the Department of the Air Force on similar
engines suggested a reasonable pipeline time of 147 days as con-
trasted with the Navy's scheduled 210 days for computing require-
ments and current performance record of 275 days. Using the 147
day basis, we estimated that at July 31, 1958, 793 aircraft engines
costing about $68 million were being procured in excess of the Navy's
requirements.

The CHATmRiAN. Naval aviation take notice.
Mr. CAMPBELL. While the Department of the Navy did not at first

concur with our recommendation concerning the use of a 147-day
pipeline factor, it later informed us that its calculation of aircraft
engines for the 1960 procurement program will be based on a 150-day
pipeline procedure utilizing mobilization or limited war factors.
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IN Allt FORCE CONTRAVVINU
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Wview of martin aim.mft overhaul activities of the Department of
the .\ztvv revealed instimms of quesfionablo effectiveness in plitimin
anti x+Mulinsr of workload, production control material control, qn
oosi amimuh ilon and repoking. There were itiso delays in removing
enuines- front aircraft, and shipping to o"rhaul points, presumably in-

out -of-sorvice time o? ihe engines and possibly grounding' air-
,t rxft in the fleet lwauw of a lack of engines. q
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luleli(lif 101114. For OqXIIIJIle iIoi, te SI~ibillirillfI Sit )ply 0114e,1u 1A11
Illovfl~l to (Iovoaui14111 tiii ii-oiio (111111h14 cil t'i il e kiySpl vue
ut Nh'clu l41i img, I 'Ii., ajIu11C11 fti 1,11(i 511 I) J'iItrl Coittiol (,'(Intel-

(lilt1IL j I'(NI(('Hil fiii rlidl ill 11140 fit, Ouli Sl1i )1si ats1 Control CMiter is
11(W Ioit g11140d1 by bioll (irgailizitlions am1( $1111ila,' rentedf eqidinrt

ill I 'lii 1(k el j)li ill, 11114 Is41011 1-01031110. 111111 '~ f iroughi mojniing cer-
taiut Ho0P1'ice opil-It~oI11 ill RII411111 ItsViiig i )411 M 0111101 flJ11C4'1 lilV0
1hiceut 1'tle(te(l. Wit 1mu jnoe that,, if then nililhury service* were to re-
'Vi l0 iv r Hi11(111' 141p11 i 114 Hil3 EC i(iV1141114l cui'('fIl i and thioroughis"y,
ot0i0;. c(11114(illftj01114 mlightf it d which would efFwct operating econ-

I AtMAP At1 11 N'IAi' N (Of, AtICOifMACJ AArMN1ErINr iiEV,TVED DMHIRA IiiJ

Although we have no fi ecific legifilative re4Mommendlation to make
at this timeo, we believe that greater use of'single agencies or other
ap1propriatit organizational onifiies to manage the procurement and
delivery of itenis4 common to tile needs of all military departments, as
contemlplated 1)y tClio McCormnack amendment of 19.58 to tile National
Security Act,, might, alleviate some of the problems of interservice
sup ply support menlitioneld earlier in this statement.

RI(IEW OP ELEFYrRONICS SUPPLY INVE~NTORY

We are curirentlypmaking a 1)fewide review of the supply, man-
atgemlent, of electronlic suppl ies and equipment. Tile basic objective of
this review is to ascertain if, within each service, electronic equlipment,
couiflonefig;, and spare parts required to accomplish designated mili-
tary missions tire being furnished (1) in required ((ilfntitie an( ual-
ities, (2) at tile lbaCes where atnd the times when needed, (3) wit i out
unnecessary duplication and overlapping of procurement. inventory.
production, storage, and distribution practices, and (4) without
dt p1 ication or overlapping of organizational elements. Particu-

liri emphasis is being lpliced on determining and evaluating the con-
tribution to effective'and economical supply management w hichi could
be made by single agencies or other appropriate organizational entities
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6. In many countries, it bas not been determinexI that funds pro-
vid(A y tim United Stnbm Co jiupp"t the military budget of these
c pmitrim have been utilized for the purpow% for which tho ,y wem
given. At the time of our reviews, the International Cboperation Ad-
ministration and the Department of Defense had not agreed on which
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1IgOt1. 110OIld b reoiestotltsibl or on IIt lo p)roeodures to b followed for
the 1'j\itWNv olf .110 W ilizatio of ilihtnt'y Iuidget, Supp1rt, assisliuco.
SihseIutel.ly, oil October 19, 19l)it, ii joilt ,lt,ato -)efoise-11 i1t11u-
tional (oope rliot X (\dtii is-lrat io si alolliellf; was isst1(d pro'viding
tlt. tle tuilitary assistl ito(h advisory groups will bto respolsiol for
obst'vitg aud. rwiowil g tli couultri',sliilia ittioU of inilitary budget

aIttsO M Ii'.a iI,1 1M I'lIeIM IN'I'H

,\ppi'o))riat 0 r'ccoitttoiidaoitos havo ieti Inudo to Clio epimrlt1e11tf
of 1)elense concet rnig Il i areas il which lwo felt llht, adill ill ist ration
of tho military assistanclo prograln eouhl b) itliproved, Somo of our
1"ecounnenidati'Ms havo been adopted and otlh ro O under coiisidera,-
lion. Wo shall be glad to disciuss tto progriu itoro sp'eciically should
yotur eonlluiieo so desire; howoel', such discussioisi nay involve
:lassihled information.

("h,\NSI VIID Il-AOI'sI

Tnhe C mRUN. Mr. Campbell, wo read iti Clio about

tho efforts of various Ilouse committees to obtain information about
the military assistance programs ii southeast. Asia, wnd to have fur-
nished to them copies of ;lio reports which you nitade to the Dep'art-
nment of l)efense, tlio ICA aind possibly th ot ato )o partment, but the
results have developed that. ie administration refused to submit
those reports in the possession of these executive agencies to the Con-
gress. Your Oenera Aecout itig Ollico is tite ageiit,, not of the Execu-
tive. hut of Congress, as I understand it. That is correct., is it not?

Mr. CAaTrrn.L. Yes, sir.
The CHA,\-uM,\. Does this last, sentence mean that you as an agent

of Congress would be willing to transmit under proper security tr-
ran"mnents these southeast. Asitn reports?

G. CAMPBELL. Mr. Chltirman, our reports, although classified, do
go to Congress. I think that, the report or reports that you men-
tioned are reports prepared by ICA itself.

The 10CITAlMAX. I see.
NMr. C PBELIL. In this particular ease I believe it was the Foreign

Relations Committee which asked for the report, and we also have
asked for it. I will say that as a, result of our feeling that these re-
ports should not be withheld from me and from my staff, we have
accomplished some progress, because we have received a copy of the
report referred to. It, has apparently been edited, but with very few
deletions.

GAO REPORTS ON MILITARY ASSISTANCE

The CHAIRMAN. Would you subsequent to this meeting identify for
the record the numbers of'these reports which you have rendered to
Congress? You do not need to do it now. You can do it subsequently.

Mr. CAMPBE,I,. On military assistance or in total?
The CIHAIRMAN. On military assistance.
Mr. CAM.%PBF.LL. I think we will have to submit it for the record, Mr.

Chairman.
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(The following was'lati r received for the record:)
(COMI'TIOLLEII OENEIAL Ole TI UNITED STATEB,

Wushfngton, Pebruary 8, 1000.
lion. PAmt, It. DotiabAs,
Uharinon, Hubcoiw tilt'e, on Deenxc l'rootretnent, Joint Econondio Vomnt me,

Conyre,;s of the Unitdct HtitcR.
)I ) t 1M19. CI RAIJIMAN: [I1n accordneieo witit your request during the hearings of

your ulcomnittee on January 28, 1160, we tire furnimhing i list of the generall
Accounting Office reports furnished to tho Congress on reviews of the mnlltiltry
isml1tinio program:

Report Date Title of report Security
0o. ialflceatlon

11-125038 Nov. 13, 1tPA "i'roltt to Iorelgn (lovernmenta under the Offshore 'tocure- Hecret,
lte t l'rogrlill ion Europe.''

1-125 08 June 14, 157 "l'roeureiiientof 165 inn. Ammunition m a Complete ftotmd, 1)o.
il-I2(3110 Ordnance I'rovilru'iint, Center Handilofen, (irrmni y."
Jl--125018 Aug. 21), 19.7 "Report on lrxanlllintlon of the Miltar Assistance i'rogram, Unclassified.

Delprtment of Defense, Misr, 31, INtJ7.
11-125084 Aug. 30,1957 "Iteport on Review of tite Militstry Assistance Program for Secret,

the Fedoral Itepuble of (lerniany, Mar. 31, 1957."
11-125085 ..- do ........ "iteort oin Review of the Mliitary Asslstance Program for Do.

'i'urkey, Msr. 31, 107.'
11-125-8 o ........ reportt on Iteview Of tile Military Assistance Program for Do.

1 Hlgin, Mur. 31 1957."
11-125080 Aug. 30, 1057 "Report on Rleview of tile MIItary Abslstane0 Program for Do.

France, Mar. 31, 1057."
11-125)88 ..... (o ....... "Ileport on Rteview of the Military Astanco Program, Re- Do.

dlutrlbution of 'rogramed Excesses, December 1056,"
11-125000 ..... (10 - "Jieort on Review of the Military Alsistance Program for Do.

]'uPkistan, Mar. 31, 1957."
13-1261- .-- - "Report on Iteview of the Military Assistance Program for Top secTret.

Italy, Mar. al, 1057."
11-125028 Sept. 12,19157 P~aof1rogress Paymet in OIstitre Procurement Con. Unclassiied.

tracts A wardled by the Ordnance Procureluent, Center, U.S.
Army, Europe."

B-125078 Sept. 18, 1957 "Procurement of Energa Grenades by Ordnance Center, VA. Do.
Arm.y, Europe."

11-132913 Oct. 3, 1957 "Report on Review of the Military Assistance Program for Secret.
Japan, Mar. 31 1557."

13-125091 Oct. 4,1057 reportt on Revlow of the Military Assistance Program for Do.
Korea, Mar. 31, 1957."

11-125097 Jan. 13,1058 "Examination of the Military Assistance Program Adminis- Unclassified.
termed by tile Department of the Army."

B-12b087 Jan. 29,1058 reportt on Review of the Military As.sistance Program for Secret.
Taiwan."

1B-132953 Fob. 10,1958 "Report on Examination of Special Defense Financing Pro- Unclassified.
gram for France, Internatlonal Cooperation Administra-
tion, Department of State, June 30, 1957."

11-125078 July 22,1958 "Letter to Congress Transmitting Reply from Assistant Sec- Do,
rotary of the Army on Energa Grenades."

13-133055 Sept. 8,108 "Report on Review of the Military Assistance Program for Secret.
(Ireoce."

B-138085 Sept. 80,1958 "Report on Review of tile Military Assistance Program for Do.
Cambodia,"

B-1W80 Oct. 30,198 "Report on Review of the Millitary Assistance Program for Do.
Laos."

11-133090 Nov. 26,1958 "Report on the Review of the Military Assistance Program Do.
for Vietnam."

13-133080 Dec. 3,1958 "Report on Examination of the Program for Offshore Procure- Confidential.
ment In Japlan of Fast-Moving Vhiculat.Spare Pauts."

1-133134 Jan. 0 1959 "Review of the Militar Assistance Program for Iran........ Secret.
B-133005 Apr. 20:1059 "Limited Review of elected Offshore Procurement Con- Unchwifled.

tracts, Air Materiel Force, European Area, Fiscal Years
1954-56."

B-133080 Aug. 20, 1959 "Review of Offshore Procurement of F-SOK Aircraft by the Secret
U.S. Air Force under Contract No. AF (61(514)-547."

B-133217 Dee. 18,1959 "Denial by Department of Defense of Access to Military As- Unchssifded.
sistanco Program Data."

11-133128 ..- do ........ "Examination of the Military Assistance Program Adminis Do.
tered by the Department of the Navy."

B1-132913 Dec. 31, 1959 "4Review of Supply Activities for the Military Assistance Do.
Program, U.S. Army Logistical Depot, Japan."1

13-121090 Jan. 12,060 Review of the Military Assistance Program for Pakistan"--- Secret.

Sincerely yours,
JOseWH OMPMM4

Comptroller General o1 the United States.

fit: It WNT, f
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Iola] of $1.7 million deducted for this piwposo for 83 projects under
mviow may 1* Ixtwtvil, $1.6 million and $4 million I\S.,; thim the
sunounts sqviii or to lit, spent. by the military departments, for 1-0
And replacements, Wo have r coinnivnded correefive action ill ulilos:
INNA1%

The Cn.knmA-.%-. Do Tou have any estimate as to the probable over-
charge in lbese23 Whe ry housing g0jects?

Mr. C.*mrtmu. Our report i t iis matter is B-133102 but we do
ml bilive an e,,qtimate of the overcharge.



IMPACT' OF 1IPP), tNAI9 I'1nUIIIIMIVNT

Mr. (Chuirlmilm thlii-conlll'|le our1 stilllllllry of Cho mlolo Rli llfieflilt
Ir1As disclosed by otr audits in which we believe that improved admin-
istitilo eil have beneliial hifluen. toward sttibilizing our economy.
It iA nOt, iinteniided to le,V the impression that thle )CpAtient of
DoNerese is not nmldng a diligent; etfort, to administer its programs
efftnively. 81i01h a vast, 1inderAiltn reirives the coliniued eftrorts of
the iiiost, .Ilplek oll('ivi11l of bot. t 1 0 executive and thef legislative
braticles of out' (loveiililleit.

NO P'lIOI'O)AI, IN I,E!IIttATION

W1Ve )o I propm1 l., for h.gi!1dfioin at thi; tin, althoigI Yom'
hteait gs on1Hily dRlhse 11. IoSSile)1 nd for legislation. In Rsich event,
we 81ll ll a 1 gl1d to assist, your colitniiffee II finy wtiy possible. Our
reioiiiu1iiilitions for inp)roved re'giat ions hve tbeen suhmitted from
tHm to ti nto tl( Department of Defense along with Mr reports of
audit.. An itl(icited In outr statement, not, tll of our rectommtendations
have blee adopted by ' tlue Departmet., of Defenge; however, we believe
it only fair to s ate that t Ii (l1er 1 cal I honest differences of opinion and
that it, iF4 oIn llef I hat all oif ou' rec4o)itnejlato ions have |w,en given
soriouF4 condition. We shull be glid to disemss more specifically any
of tho points we live jtst covered on which you or members of your
c'ollniti tee iimay (lteii'e additional inform.tion..

VO.tMM O' (lAO IIJ'O.1TS

The C;IAIaMAN. Tlank you very much, Mr. Campbell. I nm going
to ask the i eilner4 of the staff to iako in their arms the reports which
you have submitted oil these matters find hold them up for public
iSlpet ion, a1id t0)1, h i aflln estimate as to their total weight. How
u111ih (o you th inl t hose weigh, Mr. Ward I

Mr. WAIim Aboul. 2) pounds, I guess.
The (IIAltIMAN. Twenty poun(I of 1ej)ort.s.
M'. WAIII). ut their val ute is not, in) thei r weight. .

(0AO nFl,1 o'rH A1,. PAIR RAMIT,

The airmanMA. I understand, though, they are weighty words. I
would like to aik this, Mr. Campbell: To what. degree do you think
that these aro fair samples of the work of the Defense Department,
that is, (1id you pick out the lurid cams, or is this a pretty fair sample
of the procuriemeint and supply practi(%s of the Department of De-
feuse? In the nature of the rase, you could only sample a relatively
small number of the cases; isn't that true?

Mr. CAMPImuEL,. Mr. Chairman, our policy is to et up our programs
on the basis of the money stxpnt. In other words, we naturally give our
tgrreatest, effort in areas where the expenditures are high, because we
,ave a limited staff. I, therefore, would say that we would program
an activity rtegar(lle.s of whether we had heard something on the
outside that things are not. going well, or that we had a report ad-

.versely on it.. We would go into the matter regardless of whether the
,performance is reported to us to be good or bad.
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1411IN Ali OMPSt'i Blfl01T'e Ail t A011.

Mv (AilietttAilwo (Itis 4o sio'iiei w 11. uo1 Ile t I t )II (e Al'!li i
A11011, wi' lttivi 1u'd1k I% IN%~' )till( ti exl nti of III(,' U).S. A i-ny
siglial 8sl~ 1,. 0't16tr ill 1,titmlitito, 111t itt1440 1i liti 0 4 11 OwJuN ojlu'tli -
60% toic othe' V.S. Nlmv 11 1111,111, Cntitethm Zetlu'. Bll) ofti

iIe ol' mit ill .1 o iiuu vy.i T'I'u Irt' f w itom I lo Sigiut I4
Als,,o tt tvviomw of tzoli tout supply 4111(1 1.01111,11~ uistousoi IIoI'elui

8~'~VI 0 % I. S. Ar\ .tyitk ll tt ilmidt's41 Vt' I't'it '0 Io Ctl~io Signld
Corps ot'rtt-iollts

'l'hItO ("111AIRMAN. I IMlId ill My~ hilld it C'opy' of y~ourt VIepol'( on limo4
t~~l~t4 of leatsd piiato Ilke, tol0)dlol16 NO I] flmes, i I I opu 1

tateolt of Dtfenst.' andik solootd tivil ttgt'i 'ioo, wvtilel youI slieit 1nudelr
kateo i oymtii~ %1.1. 191~). 'Iho etudo oumihe is J-1,312A0. I road

ftm he nokild pau rgra ph
'Inti thiiott, imFIR itQ(u IineuriIIg QZoity cotistuuntingt~ to 1)ImRi)Iy

m~om. thmi. a million dol tswe tmnualy Ili tim leautig of iurvnmt)u Ilmnc tieplmino
f*&li~cs. iheve,"tcs.e live bWon thtN romult, first, of the~ Orrommttlus uipjliett-
11%rt of ftertaiji rates and stOlut, Inlettlelit nililittrative praletit't' omi tho

j~tof thme Gwrttunt delvartments and agees. fleanut of the highly com-
jilex tmturh' of the preblenis which would hue ImivolNI'i In uii'volopflig ali accurAte
p1rojf-litiU of the total eifett of t:11tW 1110onoflueflifl practices, we are not in a
1wkithma tov mako a firin predkltlon as to thle total 11110unt1 of savin~gs tht11 could
I* *Ax iplisbed by tbe eorrectlvc, actions whieh we are rcommmeding herein.

$1 -MILLION EXCESSIVE COST

Yon do ",v that. the excessive costs amount to possibly more than
a million dollars a year. You go on in the third paragraph to say:

Payt of the exesse costs which have been and are being Incurred could be
aifrbuted to the fact that A.T. & T. hai3 not fully applied Tariff FCC No. 28l1,
wihida Is an effective discount for volume aervice to the eligible circuits of each
Goeymnent department and agency. In our limited review -we Identified annual

sings of aproximately $73,000 which have since been realized by the applica-
t~cwn of the lower rates available under this tariff. Also, In our opinion A.T. & T.

11IMPAUT OV 111111044NA111) 111110001111IM141411'
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f)itllo 1 1.1 (if win 114A' 11)w';a 1 f 'r i ifor l)e so lwi~ 0I I O fr I tO tJm ti-fll-
h II'I (IO firn ".1 1101illtwe n i aiomliirefl 1.11111 it Wag' goin UP~ ,( hol (I hiftr-
1lli flililii %vihj~ f liwli ifdi 111, hu il, I

II haves Yotu of11(1liew III( ao 014-11cl 11A ii(IlI H ipyig~n ouificierithy to 11iii~ Ar5t
oplli II H 1 i Ito %vlildw'a or piif , to, FHiIifIw 0 ImlI$~ft(r of tiff elfect i; on 1j POIjl p1 y
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Hlli~I!Y~~f~'~l: OIll.t fioltI workc is4 ill pg oil Ofi tat, Mi., (htirrirlsr.
1 ww il1w fNo wlef', fil 0opinion.

TIMaw ( I11IAIA N~. I lhIIawlw'P's d fnlfl Cli ff -a !nfg~'y i 110 ldefw' fet onthi fig
I iko D009000t i idivitflia itfennwF withl it coxf. viritie I'litiriing into bi-~irldredIO
(fif iliifolistof (llLt'H,

COpN(ItII184MMAN I M'(NI(ACl( UP, #NNOLYO MANAOFOI( YRo COMIMNIw:ATION.4

Unity -1 riok OdHi qileotion :Con greksman MeCorriatk in the, l1onuv
li1i1m rii asou I ho qfuesion Its to why there should not. lot-, a1 Ainf mansaoer
fol. it I I (' olilillllie'ltilF for th lie Dpiltient of D~eferise,. would fike
to(1SI aok yOli iut, (111-l4101fiolawiCh Corigrsornan Mc~ormnaek hact ratipse,
with thie further qllootion: Would iunified operations, in your opinion,

R.CA M 'II1IJ. We have no opinion on that at this time, Mr. Chair-

'T11 CIPAIIMAiv. Are you conducting ainy study of the commrunica-
tions SorVIees, Its s1101 ?

MI'. CATMfIwu,J,. 'The only work we did was on the long-leae lines
to which you referred a moment ago.

The CHAIRMAN. Would you care to make an estimate of the savings
that might be made if we had an effective and effcient military supply
system. as wats contemplated in the original O'Mfahoney and sul&e-
quently in the McCormack- Curtis amendmentsI

Mr. COAMPBELL. I am sorry, Mr. Chairman, I don't think I can make
an estimate of what could be saved.

The ClIAumRHAT. Senator Javits has a statement he would lie to
make. We are very glad to have you here, Senator.

MPACIT MP j)IjlrlQNf4l1 P110001110MANT



INM t"4 0V' ttI14N, 11HiiK11t1MtN1l' hMV1IDH ON 1l'A1'I' 1,nC4)NOAII*4H

St'oat~ ~ ~ ~ ~~~1110 Mt. C1A18 'ttkyuvt* ttl i'(lili it-'atutu.

t %ill)lt. loilil ol ttto tillt it t1 btu1te, biul Itu11vo looked f'or-
tVldtit ll et'ttitt 4"'a %)1VIt e St i (11 I'l Il iglitoet. gI'ota o inIn tie (It.

I Ittvi' tittice v~tit '.4 itty ttt't4 11'M tnet 1H1lidl ghii'h iu'e grtutiiA~ le
tik t11o t dof* tte 'v'tv~ieI re y 11tret I hati elvd VlelIlo1111

hi tovir~ Hrplr( ~ttiol 111v l IIto wit )4 okf4t C~olilt'(4'Iitf. 1e %Void

flo lii-io41 ?l 04 of' eipt1t)'tit i biiili itg 1111(l votttjt(i' o i 0 tgotiit ioul by
t to D lhoe IDeilarleitt a11d to e ilil)ct. 441' tlttHo 1itct~ors onl to I ;a.
t'cllottty, I woli d I iko to moiltt olitt Al sve'itI iilterost iese lielri tigs

States.
W'e at'e, giVinig tunitzttettt utheliere t fio 86.11tity (dt'clilitiit., Sltti4.

of (iIt, U .S. ilefolnst, idlat'l mwltie iN Hj)Ot . ilt t It(% Stille 111d tf) t itt' grow%

l'o Iltiy of uts itll tt' EI'st, (tt' so-ca lI 'ittissilt' gol itts b1 toiit Iun o-
Iate~l tit (t4ilt% dofotist' tdt'o gill. Ali tity NoV 1o'r 1 jdv 11118Y il
tt't'tt It) t it(% istelliIv loss8 0of teft'tsr 'ot m s illt on,'. Stilt, 1' 4 ielo I hiv
tills beeti it stolltNy iticrellso lit 11111tt1H dt'ftitxe litissiht cottiltu'tS p)lited

tUV4't'.'4' OF4 EINI t'IA4VMi ENIAT' 1"lO 1946

'lle F"t110oytuelit Act- of 19,6 whlielt i1tiitri?.od I hlo Joiit Exon~om1ic,
('onnuiit tot, s't fort il tilt-, clvar respitnsihit ly ofli Fthe14er14ail Goverit-
lnetit to-

114 l l p VIt twe ll btlo litilt', (4111M to'tit Wilti It t10(41dH 1a111 01411t1ga 11 1111 ot hertii

t)104. Alttettolls" a11d ro~ollrtl's (f- tilt' 11tt'ix'si' of ero'nt titg 1111d 111i11i1tattalng,
Ill liltl 11114404' q'ftedti1 to foster anIti jprotto t4''( 0044t it lye vt'te01Jptis imiil
thot genteral W~efare. cimlition'k 11114iteit' ~ltl there will ho1 lford'i ni'rttl wnii-
plotiyntnt ortith,~4td mid** 14 to promoted uatxtiut eaptoyineit, JVmoiU4ltil4)t
anud purein~sttlg Ibowor.

Ini the context of thiat declaition of policy, tia' r AN-oiltl tl))eiu to
b~e stwerl- ituipoi'taitt avenules of inquiry to lu0 put'slued at. thoses Jieni'-
in gs Of special impo-rtance is the I'iclsion of labor stir'l)his areas and(
Smallbu4iesse atnlong thioso factors accorded preference by arined
Services procurement officials in awarding contracts under thie, existing
dense Set -aside, program.

AARM SF.RVICPS MMETM~VE i'IOCUIWMENT ACT

It. is my preliminary view that both of these factors deserve far
More C0onsideration than I believe thepy are receiving now. ltiring the
last session, every member of the New York State congressional dele-
or-ftion, including myself and Senator Keating, sponsored the Armed
§erices Competitive Procurement Act, which would give preference
to labor surplus areas sand small business under the present set-aside
program.

It would also give a statutory basis to the policy of encouraging
competitive bidding techniques in defense procurement and where
national security requirements preclude their use to provide for corn-



IMPACT OF 1)FENS0, PROCUREMENT

1)(ifivo flegofliltion tothIe niaxiinumi degreo possible, involving two or
iiior-o 111-1111, "

I 111 glad your testimony cairrie that as being the idei of your
jigolly, 1114 WOIl, Mr. Cauiipbllll. When yo01 10o0( It th,0108 figiiires, you
(1I a)lIVinto why I)eo0o1 like myiyself hi a great State, al Snitfor
Dll h49 of Choie StuIb of llliiois, Would e very deeply iltormesel'A.

IVit'h fisicl i 1)1 dofllo procur-eilfentf, expeCfP to stay even with
lost, y01"1 4 igui'e--$22.7 hlli-it, iN obvio1I14 that (lefellso _ProeIli'-
mont poliesi( c3 n vii'till -13 ll lifo i- (1h11f1h for tihe ecolloifly of
soni (oltitl 1nniti's. Iti Now York, Ilhl 11111d Se.lletA4tdy IreL pritie
oxil Ilples of two airelts which Ifilist, receive tle i fiui r shjait of d6fe4m1
I)mi14148H if tile(y tVo to 11 11(o it sft'olig offlebJt(lc fr'om tile recent re-
(:(.M-Hi f) I.

LABOR 14UI1I'A114 AIfEA

Nver'thles , flu f'alo, tho biggest labor surpls area in the State,
onl oo with 111111y (hefollso indust'rioH, l11w bean st eadily losing vitally
1104(l( dfe)80 biisimess. h'llig is ot a li Iif11, Hitufion. Jeor (-x-
umple, (tliwing fiscal 109W) 1ey induMtrial areas of the Utnited Statesq
wli icl 1111d two-thirds of the Nation's inelployed received about one-
tlhird of tie Dl)efeonsq Depaitrlmeui's prime Omtritc1ls. Nor is this a
I-evIollL tr ~elldI.

El;IIT MAJOR ,AIBOR H1J'IJP" AIWlAS IMC(IVE 1,14 'T'iIAIN ONE-''1 1111 OF I
I'EUCEN'/4 PR1 IM,, CONTRAM('I'S

1E ight, ITInajor' labor surplus areas Ilocated if] Indiani, 11111Ma h41101eftts,
Now .o' y, Norlh Carol ina, 'eninsylvalht anid Rhode Islarld-ald
No lisl( ,y tihe h US. Depaiment of Labor for the, past 7 years-had by
MAmy 105S) '21/_, porienl of the. Nation's ilemployed a yet they had
reoeiveld less than oe-third of I permit of p'trflo (hefes contracts

( 'Otlli're t'lhat, figure to tle tells of millions of dollars whih lhave
heoIM expended by Federal, State, and local governments in unemploy-
rnmet insi1rance, public assistance, and other forms of relief in these
la)or surplus areas alone with the additional Federal and State taxes
lost duo to worker layoffs and the declining economic health of these
coMn Mn i ties.

The impact of defense procurement policies in communities like
Buffalo and these others is so great that it is the responsibility of
the Congress to establish defense procurement methods which will
not interfere with defense objectives but which will see to it that pro-
curement methods take into account our Nation's economic require-
ments.

DEACTIVATING DEFENSE INSTALLATION

In addition, inquiry can appropriately be made into the amount of
prior consideration given by defense officials to the economic disloca-
tion which so often results when defense installations and facilities
are withdrawn from an area. Even a few hundred military personnel
or civilian employees who are thus displaced can mean grievous eco-
nomic consequences for the community involved.

Mr. 'Chairman, I am grateful to you for letting me read this state-
ment. I would like to end it. by saying this to you: We are constantly

... ::. "': *V.. .. .. i,:. .: -.



IMPACT OF DEFENSE PROCUREMENT

up against the area of bruised feelings or hurt sensibilities when we
speak of what I have just spoken about on the theory that we Senators,
interested in our Staies for political reasons, are trying to divert de-
fense dollars where they should not go.

JUDGMENT OF PROCUREMENT OFFICIALS ON NATIONAL ECONOMIC PICTURE

I would like to make my protest against that here and now. I
think when a government spends money and can spend it equally well
in Place A or Place B, this should not be left to the lonely judgment
of a procurement official, but it should have brought to bear upon it
all of the influences which are inherent in the national economic pic-
ture.

No one wants any advantages. No one wants the Government to
1procure in Place A, in my State or any other Senator's State, where it
can produce in Place B better or procure better in Place B. But where
conditions are the same and the Government has got to spend its
money, we say spend it to the greatest economic effect. Do not pile
it on where there is a hot fire burning just because it is a nice, conven-
ient place for the procurement man to place his order.

I hope, Mr. Chairman, that because we are engaged only with the
broadest kind of policy-we are not the Armed Services Committee or
t he Government Operations Committee-that we may exercise some
helpful role in our whole procurement situation.

I am sure, Mr. Chairman, that you will not find the people of my
State or any other State similarly affected lacking in patriotism.
But there are a few things about this situation we do find it hard to
understand.

The CHAIRMAN. Since the Senator from New York has mentioned
the illustrations of Schenectady and Buffalo, I would like to put in
the record another example, such as I receive from time to time, in
this instance a letter dated January 25, 1960, from Denver Co., of
Quincy, calling my attention to the Corps of Engineers contract 11184-
NAGH-16-B-210, and so forth, and in the second paragraph it says:

Under the above-numbered contract, the Corps of Engineers in Chicago is ne-
gotiating for the procurement of 200 600-cubic-feet-per-minute diesel engines,
each will carry a list price in excess of $18,000.

So the total amount involved will be close to $3.6 million or $4
million.

The Corps has seen fit to limit the negotiation for these machines to two
suppliers, although a total of seven reputable manufacturers, including our own
company, are capable and interested in furnishing machinery of this type. It
Is, our understanding that the Justification for the limitation is through Public
Law No. 413. It is our further understanding that this negotiation was initiated
in the office of the Chief of Engineers, Procurement Division, Gravelly Point,
D.C.

We do not believe the Government can avail itself of prices established by
free competition if its agencies are going to continue to operate in the manner
outlined In the foregoing. It is our hope that a protest of this nature will be of
sufficient interest to you to conduct an investigation into the circumstances
surrounding this negotiation and the limitation of bidders so that the national
interests may be best served.

Very truly yours,

Vi o President, Saie.
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Mr. CAMPBELL. Is that a letter to you?
The CHAIRMAN. Y&.

Mr. CAMPBELL. That should come to us pretty promptly. That is
the sort of thing we are concerned about.

The CHAIRMAN. I will have this printed in the record and give you
a duplicate of this now.

Mr. CAMPBELL. Thank you. I didn't recognize the case.
Tie CHAIRM1AN. Senator Sparkman?
Senator SPARKMWAN. Mr. Chairman, I want to go back over a little

of this. I join in the statement that Senator Javits made. Senator
Javits, I noticed you included the great States of New York and
Illinois. I wish you would include Alabama, also, because we have
been on the declining side so far as Government procurement is
concerned, as small as it may be.

Mr. Campbell, there are two or three things that I want to bring
into the record. May I say, Mr. Chairman that these pertain pri-
marily to things that we have been concerned with in the Small Busi-
ness Committee, of which both Senator Javits and I are members.

For instance, according to your table, $23,800 million, or if we take
the Army report-and we have been using another figure-22,744
million, but with some additional items that probably are omitted
from that figure I see how the $23.8 billion could be obtained, the
thing that startles me is this:

Based on this $22.744 billion in awards made by the United States
in fiscal 1959, only $3.89 billion, or 13.6 percent, were advertised on
a competitive basis. I notice from the Defense report for fiscal year
1959, on tables 6 and 7, that a little more than one-half of the pro-
curements are negotiated from one source. I do not mean one com-
pany, but I mean each individual contract negotiator would negotiate
only with one company.

CONCENTRATION OF PROCUREMENT

It seems to me that is a matter of great concern to us in this study.
I am somewhat concerned, may I say, over the apparent concentra-

tion of Government procurement in the hands of a few companies
under the present system of defense procurement. Referring again to
the report issued by the Department of Defense for fiscal year 1959,
it reflects that some 100 companies and their affiliates-the report
shows that the net value of the military contracts awarded-got 73.8
percent of the approximately $22.5 billion awarded-and 20 compa-
nies received more than half of the procurement dollar.

I am familiar with the reporting system of the major prime con-
tractors and their subcontracting activities and from the information
I have received it does not appear that the report sets forth a true
picture of the subcontracting as it relates to small business concerns.

As a result of the unsatisfactory method of obtaining information
on the subcontracting program, the Small Business Administration
made a survey whereby recommendations have been made to improve
the subcontracting program. The results of this new system of re-
porting are not reflect in this report, but I hope it may be in future
reports.

516S6-60-----3
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There tire n 331,0() aitiitufacuirers in the Uliited States, accord-
ing to the I)el).artmont, of CoI I)tierce, 11(d it is just uniibelieviablo that
it, wouhl be necessary to give all of this business to 100 tidiness firas.

le. Ciairniun, I think it my be of inlrest, unIless this is already
included in the staff report, to inec luie-l think it nmy be well to put in
the hearings-this relpor., from the ])efense Del1ilment shoving
awards to 100 colu)pie s and 129 subsidiary corporations listed ac-
cording to th net, value of military prime t'outract awards.

TEN CONTIIACTOII8 IIECEIVE 37 Pl'IIIENT OF TOTAL ('ONTItAC'rs

The CIu'1uIMUN. I have jtuslt. been informed that, this is in the staff
study. Further scrutiny inlicates that 10 contractors had 37 porceit
of the awards.

Senator Sn,\xxiNr. Yes. The lower down on the list, you go, the
moro amazing it becomes.

May I go one step further and mention something else that has
been it matter of very keen interest, to the Small Business Committee,
and I may say to the Small Business Adiministration.

In the field of research and development, the administration's budget
calls for an expenditure of $8,391 million. E4"ighty percent of this is
spent by the "Defense Del)artiment and the Atomic Energy Com-
mission.

In the past, the large concerns have been getting approximately 97
percent of the researcll and development contracts from the Depart-
ment of Defense, leaving only approximately 3 percent for small
research firms.

CONTRACTORS ( ET COMMI0ERCIAL II(UITS FOIl NEW ITrF.MS I)IVELOPED

The Government. also allows the research and development. contrac-
tor to retain all commercial rights on the items developed, thereby
creating a possible monopoly in the future on future new inventions.
This meNans that. the taxpayer has to pay twice for new items that are
developed and placed on the market..

I do not ask for these questions to be answered, but I think they are
questions that all of us might well consider.

First., should not. more work be distributed to small research labora-
tories?

PATENT RIGHTS

Second, should not the Government retain the patent rights which
could be used by all?

I may say, by the way, that the Space Agency Act provides that the
Government retain all commercial rights. I think it is a question we
might well consider.

The CHAIRMAN. I might ask the Senator from Alabama, in the re-
search in the field of atomic energy, who retains the patent rights?

Senator SPARKMAN. I believe the Government does in the atomic
energy and space.

The CHAIRMAN'. But not in defense?
Senator SPARKIAN'. Not in defense.
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IIo0,',T 1POD8 OF UHEMENT-COMI'E'rlTIVE, NEGOOI'ATEID 1ETC.

The (;IAIJaUMN. 'rlere is one, final piece of evidence that the Sell-
ator from Illinois would like to int reduce which is drawn front page
:38 of tie report, of the Attoriey (eera1l oil procurement for dl-efense
dl (d Novelber 9, 1959.

hat. gies the percentage of military procurement, classified by lhe
method of procuiremenlt.. That is, formally coinpeltifie, formally ad-
verli ised, and negotiated. I thinlk it, is only fair to say that here was
anl ilirovoTIent in 1154 over the record of lil prece.ing years. 11111
sineo 1954, although tho )epartment. of Defense has been Suljected to
criticism by Congress for having such a large percentage of its eon-
tracts negotiated and so sinall it percentage subject to coulpetitive bid-
ding, the actual perCenta ge of formally adlveirtised bids, instd of
increasing, has diminished.

For insane, in 1954, 15.6 percent of total net, value was given in the
form of fornmily advertised bids, and in 1955, 10.0; 11950, 15.9; 1957,
17.4. But, notice the last, 2 years. 1958 14.3; and 1959, 13.6.

So on the surface of the case, the befenso I)eprpment in tie last
2 years Ias been making a poorer record. That is also in the staff
report.

41 PERCENT COST IIEI MIUIISEMENT CONTIIAC'rS

There is another fact, that needs to be brought out on the type of
contract pricing. In 1951, 87 percent were in terms of fixed prices.
In 1959 this has gone down to 59 percent. On the other hand, cost re-
imbu, sement, which presents the possibility of over-estimating the
cost originally and then getting an additional slice when the actual
costs are less tihan the estimated costs, hive up-from 12.7 percent of the
contracts in 1951 to 40.9, or virtually 41 percent in 1959.

This also is taken from the report of the Attorney General.
I have no more questions.
Senator JAvI'rs. I have no more questions, Mr. Chainnait.

MACHINE TOOLS

Senator SPARKMAN. Mr. Chairman, I would like to mention just
one other thing. Mr. Campbell said something in his statement about
the cost of storing or of various storage charges. However, he did
not mention the ownership of the Government and the retention by
the Government and continued procurement by the Government of
machine tools.

I do not believe you mentioned that, did you, Mr. Campbell?
Mr. CAMPBELL. No.
Senator SPARKIMAN. I have a, very brief statement I would like to

give on that. This is another problem that the Small Business Com-
mittee has been concerned about.

The Government owns machine tools which are in use in Govern-
ment and private industrial facilities, or held in storage estimated at
300,000 mitts, with an estimated acquisition cost of $3,200 million.

About one-half of these tools are over 12 years old and little is (lone
either to modernize or to replace them. Many of these tools are being



As of January 1, 11)(11), in ~ht mt i iciii'toMiiIh uuil
of t ho lied H'rv levs, thereo weve 40,Il~)0 t ools with il llic(Ill iIi( oll co";(
1of *,o:1l11 111111, woobing si ol by lim-iil Serv ies A diiist,'it-
iot inl the Nittionil lnitinat PIII piioit ivo. Thl' lv m I 1 i P

kept. at, ihtirihigioii, N.J., (lovoerinueif, it. i'reiolse.s inl ('orgiul, toh
mild Dki~oil, I Ii. t a. ist. of $80t),ooo t) year.

'1'olenty-five t 11011511i111 iiit loiit tool Iflwil by~ Iho (ooi'nel-1eit awe
heing 0 orlitted by' shools ill4 het( iliit ioil I)rglill Illo I-op-
i.'ry anid Adiilinsftrat ivi' Strvices Ad.l of 1 9,10.

it's 1114 to li that Ilti pimsl 14jV. t,1t5I qiiI4tioll t hat we hiktw'vism llighit.
eta1iidor.

Th10 0iiAIRiIMA . fI t101- 11r- 110 f1111110 (lu11(s81i10i1", we wViit to) than1k1
v-on aigail 11n1( than1k 4h hi' membersm of your l , 9 rl. 11oversH, Alt.
bllly m.0't A li Nh. 1\1001, ltiti algii ill tvXl~vs't'55 Ot! lop tijpiPveiltfiotl of

'1'hiallk you very 111110.
Nir. CAIru i'u.. Thnk yu i' "h nal
Th1e ( 1uiinM 4\N. 01ur nex\t wil'mtns is Mrtl. VFrank1linl Iplopfo, who i., tile

Ilend of t he (h'onirah Serv~icos Adulinistrat ion.
In 1111111 ways Nt'. F'Ioete Nis onle of flt) nIst (lillictilt jobs inl tile

cexet Vi' 6-tinllil. II is a 'nowy is n1ot at. Cabinet, level an1d Ye~t, mu11st. Hei-
ellre efcenclly inl tho (lnv(%runien0t nlitlnagonuont. anld i'ehated tcti vities
flhronaghouit the flovertiment.

Mlr. Floete, will you coino forward I

STATEMENT OF FRANKLIN PLOETE, ADMINISTRATOR, GENERAL
SERVICES ADMINISTRATION

Thlt Ciun~I~mx WYo had hearings about. it Year aoon and~ Ave, toluhed
on1 Certalini phases of (joveriunent supply 1n a ii agoinlen t, pa rtietuin nly onl
thle surplus property disposal issue'. I indicedt&( ill lliy Jett40l' to yolU

a pivparved statement. I Ibelievo it. wvollil be Ileftm'lble to tile it, with
the conunitttce for publication and to para)1l1'no it briefly because. we
will wishi to ask You some.n quest ions.

Would that, bx~agreeable to you?
MAfr. Fi.orrr- YeS, sir: it. will.
(Tile stat enent referred to follows:)

STATERMEN-T OF FRANKLIN nom1T, ADMINt1s'PRATOR OF' GENE A K SRICE

IMr. Chairmian and members of the committee, we believe that your committee
will be concerned primiarily with the operations of four segments of thle General
SRervices; Admninistrat ion-the Federal Supply Service, the L'uhle Buildinugs
IService the Transportation and Public Utilities Service, and the Defense Mate-
rials Service.

The Federal Supply Service provides a centralized procurement system for
common-use Items. Our sources of supply are Industrywide. We deal with
large corporations, -.mall business firms, distributors, wholesalers, and jobbers.
Although our buying programs are of substantial importance, they represent
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only it 41111111 1I35rt of 9110 t0tIIl (1011111 V o0111111 Of SI1lpIlh pIIIurCIIlsd by I0ederaligelI(.eh , 1111clih 15geIIvv still s I resliosibulh for buylng I items peculhar to Its owniI(,M(154, II II(CH I I'I- 1)59), lFedfi(r lc' I g , l mih, lop t $80 billion for 1t1pp1h1,!4 lai(1('flllulilh('1it. 1IVHH collt'l'te'd for Ilm, plr chi4m( of $81: million-less than 3 per-

Tie reason for thl1 comp:aratiely smitll i erc(ntage IN flint tilt bulk of thevellrII iti1 lt, fot- 1411l es s1 Il ('(ll3Iuiiill 114 XI )p'O lIh fo* C1n hil W 'quil IIeo tf1nd If ('p11154 jIoIN1hir t1( tog(,13(y r'fqull('I-lifel (PNIii h'lIh rly I)01)), whhlh or, 1notS11IIIi) I'Olilh10 fll' A1''lIY 14,pi1liort by 08A. ii 1(hl(1ltlon, ('vil'lil ngi 'iI('iei 5411(11 114s1)(1), AlI(1, 1i(1 (CIA are la rgely or wlolly exellit('d from tb(, pr('urellientlrovlsloll" of thol 11(1erill Piroilvtr'y 111(i A1iillii54t'lglfIvt Hf.!i'vi('e Act, from which(OHA 4l', lvsIs Its 'eseposIill Iloll lIts and utll00lti'H, il( otibero, imch l1; the 1)e-p1i1Iil, (f AgrIlfl(lule, 'TVA, mi ii 1lA, ar 14irt Ilrt ly exemupted.uI 3( ,'vv r, It HClq ' ifll' or U 1'O'3(lr n ,4t actilvillej I tlou('h inore suilitffilllwliel4 ('olll0(1(re o ltoF(el',i Oxipl'n11d1liren for gei',ra1 tidllfltIrallve i19l0is only,5il 'r'Xh1411nlug '2" 9i'3'('eli9. of Ille I (il9 Ifi ilufillig pro(l'eJllit by tlie 1iltary,1( 113(illoll :18 li('i'('f' l) If C(ol4|illed to clvihIn 11 lift! le s ()1i4ur procirmnleltloit IsgrowIg, howIver. Whilh We (contrllt(It( for $5'I6 lIllon worth of euipplles inIle w-11 (' 1055ye rs, ot1' 1059 Ilgui'e Wim $83.3 million, find tile projection for 190 IsII 'Xfe i oif $1 bi llJl .,VP 1I33' 1(h 411111h4- llld HN(,vIl('fie fror offer 4g(icles under three programs:(1) 'Ti r'll'1(,(,l'11 ipply iWl.lf'1,flo progn am i dle ;lelgII(,(l to pi'ovlde Fef leral1g4'el41,'lf '1 wIl31 ('Ilfv lli1'f(',sill 4011i,(.T'e of li iy for a wi(le rahige of coinitlol-iie slup-plh isll H ,I'VI('(:Ci. HIIll(p 50,0W , r Ifeii lint' involved1 it this program, its well asi1i4nfly 1IIfhll(lolll itelH of |arlb stid willacc'(1eorhes for motor ('ilipinent, office111tJliit',1s,('C. UsIllg ugen .i's plice ortders gsl1nst. these contracts 135 their re-(1t11'1I444,110v('lfj, 11 n 151 3 fi Jl((! p y iet4 (,llt direct to the contractorr , thereby savingit great( dell of iI(ihiltrative tlMe 1n1(1 the expe-se of making Indlvilal con-railie. I )Isilng |1ill yelr 19059, 5,747 s(h'le(ule contracts were awar(defl. l)ir-lug IhIs s1ae1110 p(,rlod using igenclem purchased $511.7 million worth of suppliesUtfll(.,r I ~llm c'm)1I I'l'l s,14
Federal i4ijiply 'l(1llulo contre(ts tire open end contracts for specific periodsof t)ie, um441nilV (6 nioitlit, or I year, specifying price, terms, nd condiltlions,but liot quitlititlehi. Minimum fill 1limxum order niltatlons art. specified t)permit loc(al plur('haso of sall requilrements and enable separate purchase ofalmorilly large requilrenents to realize price advantages inherent In bulkprocurement. Tires 51(1 tubes, electric lamps, ofllc, machines, drugs, gasoline,and pihotograihilc equipment tire Illustrative of the type of commodities covered.The following contracting methods are used In connection with the Federalsupply s(hedltle program.(a) Multiple awardls.-A number of similar Items produced by several differ-ent manfllfcturers are contracte(d for by the means of competitive negotiation-such contracts tre known as lnultiple-award contracts, and are listed In supplyschedules. Because of the many expensive Items Involved, such as the entireelectronic data processing fleld find office machines, this type of contract coveredapproximately 80 percent of the dollar volume under this program duringfiscal year 1959.

Multiple-award contracts are utilized for the purpose of making available tothe Government the distribution facilities of the industry, and to enable selec-tion of the equipment best suited to perform the particular requirement in-volved. Such contracts are negotiated with all qualified Industry componentsdesiring to be Included In the program. Multiple-award schedules are usedextensively by both military and civilian agencies and have proven to be thebest administrative method of buying the types of items and quantities involved.(b) Single negotiated contractsi.-Single supply schedule contracts for proprie-tary items, items complex in design, or items subject to rapid technologicalchange, are contracted for by negotiation with an individual producer or dis-tributor.(o) Formal advertising.-Supply schedule items covered by specifications oradequate purchase description and produced under competitive conditions arecontracted for by means of formal advertising.(2) Our second major program is the stores program. We have storesdepots in each of our 10 regions, which stock and distribute some 9,000 common-use items which have a rapid turnover. During fiscal year 1959, this pro-gram accounted for $167.4 million in sales. Our depot inventories were valuedat $51.6 million on June 30,1959.
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As it go'itoral rule, ('irimii~ fo sii t(1l'H stock reipIlIitiitit aire miaide fliroigl
formaiitl ai(vet-lu g ))rot-'(lltr'. TheIi oli('il cd ori I (rmi em(itraictijig mitodi is
also41 118011 III ji)I'II-(illg cortaii t Items11( for stores'( stock I('pilmli(4lijimiI (oat raet
ploil aire 11(41)11113 fort 0i miwit 14 or, 1 3'OU I. Those, emiit ractm als bo1(4 111 iltil-
IiiII llit 11111 XlIIIIIIII order littiltatItim. 1Use ofC tim 1114 itravtig nietliod pr'o-
010114 real~ly3 oI'n libllty from 0(1lablishled fsourir(( of HuJ1Ii3 auii pr1odulit(O adi-
vailitaige Ill Ivei'iU of short,1 loadiItime, price, mid~i uiiuformi quality. Mflice ftirii-
Itire, ollie m11 i)Iet, pup1)01' illitl , lot nd(iooh4, It-110(, pu hit, tal jaao'kalgiaag
IIarIIIHC111. iii't IIII1(41raithve of lte I 3'jI of lipium0 caaried lit (4Il)oro shic1k.

(3) 'Vhet, tlrd programi Is lit 0011ioliilaltedi dirlect deli very jirooir(o)t pro-
graill c'overin~g Mt-lu4 81u'01 11.4 aiilomiolie 111141 refrigerators1(. 11de hi~t'P pro( 11(.
gr'anti agemicy fireieo'tH 1' perloidh'nly3' 001(401 la ed for oolt racitag 11111'-
p~omem. tutu I fit, II 1114 art' Ime1V(imo~i( for dl rot. imivery3 to thet point. or u1(4*. we,
aliso 11113' for) aigeolclo 111)01) Sp11cifc rl'iQuimorI (ititiot Hjlt'(itl iti''iiig('uliit . For
extimpe. wV' bity for' Aiitqhtll aigeolIe luider I10 li'jiiii'Iilielit. o1f tlii ei'or, fatd

$1231.6 itililoi worthi oiuf siilI' midei' those ('oii(lltilaiItl id imIlaOll il di rect
di'ilvei'y priogramsi(. IlU lditi1(11 wo 3111i'hase~d about $3011) iiou it in Huillo for
tite oven-Aeii itliH(4ioliH (fit ' Ih UirmnItiomtil ('nopoiraI oti AdmnilitrlilIon. (pio-
orally~ spteaukliig. fort'iii Iaidvert IlIg pr'ocod'li'om4 aro followoill anauk(Iiog liilit 11 P1
miller our direct delivery' irogriimH.

Tit 11sca11 year I 1091, .1: pervet.t of our c.onlto't( fo' HItock rOlilemils4iuit mid
hdirect delivery wvero accompiiilIihed uiuler forinol aidvertl 41 tg ilroem('1li'es. i i111
17 jieieoil by3 itegol li o. 'I'll( aetifou fitnii'e Iti('1lud0e hI rat citloi4 much0111( Opeti-
Iliaiakotlil preln it ses uiider $2,500, 1i1oulrle ivi'y It (10(. t'xlgiauiy pli'itebov, eases
whouro bid pi'iom after aadverihig auue 1101 roll 84 Ma bit". 8Hau11l1 1ilIIoIIS-4 Hot-11auido.
011(1 laibor H11'111a404 l'l11 -iel4J( . Iiill lullI01, It.4 11140) IIN-'t'i41H4i '3 to Ilego-
Itiatl ci'tiilt 11h1lhi(4O oi'o ICA where, bids tire laivi-l oil it wvorlidwil- basis4t.

Tit audilitioil to I liexe prvirotH'1iiiI pr1ogramsli, we 1uovido govvrmianaitwlde
glitdaiieo andl dlreetol li Hitchl tleld4 11(4 in'-oqduu'I Nad idatol, ('11111 loglig, find
illsiw'tlon fiod ht(tng.

l1rioditet s~liiii(l) I s to 14t-iltIVNd tl1141111,01 1q4(41111V i'0Of' 81)('Il 111(014 1111(
stailidafl'(s. F~edleral 1poeoitiou 11(11( 11.1eIhiiteaI lIilIleallm which( Si1io iHll te thle
i'01)(41 11)0 toi iiiit Ilo)for litiiilt'eeia chaitI 1(4 s a111d los ('I ietod'A fori 4110111 grl)ps
oft eooniodl 110(. Ttio3 provide the iinmna for obit-ail tag puruoper quaity lit pruo-

iiiOl IlI liud dot oi'iiiliilip w~'iotilt tut' o asujpivrs' oI'l'eaiags moill( iwevs-R'04(a 1
imer reqirominl. Federal Statndori ti ire dooimalt whu~ih ilaaiIt IOw rnuago of
Vari'i 1l14 tuf give coiliiodil 0( for' i411pliy ili'l(1(4( Iiy, 'ostithig ilroe'lroela'it
tin te'1111 ofit'cmk mlinubers to tile foesoM eitfll Valiti1l( acl('ituil(. They
are douesignod,4 to estaiilsh thie specillo type jproducet. 110(4 suatoil to Itie I ioveraanl't
needs andii 1ach11eve tlt--' highest pralcticahle degree o1' iforntilly. 1By aidopl lug
sutol .tluinard4. tilt uuuimbor of iiitfereI'Oi tytlvs, (4i7.(', cuoors. 1111( v'arii't14 fire0
reduced. Ithereby doreasi'dg capital llveutiuitit hiIlvetitorie(4 miid sItorage space
requiremiiii. We have dovelopod find Isiled 4,000 TOP'doili QSpellcijtlowR, ild
1'I.5 Federal S~tan1dards4 i of tile% close of fiscal year '10)59.

The lPederal Caitalog SytemU has 11.9 Its objlective thle ettahilliianeilt. of a single
Idenilleatloit for eachl Item ofC supply3 tin the(, Fedeoral (overomieat. This prov'idos
e0111111011 S1111)13 lialuliage Ill dealing with ltiiditl'y aliul within flov'eriment. MRA
iR* responsmible for catalogig ail Itemso 11(0(1)3 'ylvIhIaIIInagenicies. By the etild of
lasMt iseail year we have covered 192,00 Itemsu of thle ultiliftle goal of apip1roxi-
mately 700.000 Itenms.

Tili)0('Itll anud testing, or qialulty control, Is the( stifegtlard to assunre, that
prodlucts boimit hanve, 1)01 1110(10 tin alccordamn'e, w~ith the allicale specification
01(1 wvill zatisfy thec Intended uise. Through varlious( techniques we uatakeP sure
that everything we buty has been plroperly Inspcted. either ait tile inutufacturer's
phont or pollit of delivery. We. ourselves. inspected coinaolties valued at over
$279 11i11110n li 11(4001 year 1959. h)3 perforiiig over 147,000 ifspeetioiis ait 001)-
tractors* iiuts. fihd conducting over 14,000 tests. Thle balance of tile voluio
llrocireil was bought iner tite Federal Supply Schlei1s or by directt delivery,
within Ins(pection reponqiity lit such cases re(4tIng withl tile ordering agency.

Our motor equipment program produces snb(tfntial 0('ouile( thlroughl a
nationiiwde systeal of interagency motor pools4, anid provides guidance In the
proper care and safety of (Thvernment-owned vehicles. Bhy tile end of last fiscal
Tear we haid establlished 44 motor pools containing over 13.200 velitele valued
at, about $1.5 million. This is 3.080 fewer v'ehicles than the separate agencies
would require for tile 130 million mlies traveled during fiscal year 1959. These
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liooIl reduled Cost pe~r Mile of ol)eraflon by 31/1 cents, from 10.9 ('enlts prior to
liolliig to 7.4 ('uN ('llIrN l'.

i'd(hal S1uiply H prr(' lI'ovildes Governm(lt.-wid( leadership inid guidance in
tile 'slIlliNsiliil'llt and lalllli(1tlo of ulniforlm pirciaising find 'onltractlng poll-
oh's, inethods, mid lir'( '(dlires. It- aiso j)roiiotes th(; utillcat lon (f t1lie NliPIly
operiltoils of till 4'led(rl agencies find their integratioi Into the Federil supply
Systein.

III iis actiity we hiive III iedeiri Hiillply Service an (ORIh'e of l'roclremei(,nt
PIolicy. 'riiIs (ill(T IN ri'sjsliuisiblo for tie planning, (lfvlolsl(nllt, find (oorsll nit-
tholl of colul'ihi('lilvo (filitraclg slid piir'iisislng find l(i4 1( J)ro(edulres for
(toverlllilnt-wldo lii hilill In 5iiuijlhy and ('411t,01rc0ion activities. 81ch JN)lii'
find procu'dhir's are published by 08A In the Federal rotlirrement l tglalions,
which are uitilidatory uion sill civil agencies of fhl(' (Ioverlilliie, find, in most
Cases, werlissi'o Insofar iI1 )O1) Is conceried.

Our plrocli('li.ll, )oll('y prograin Is lie result, of 3 years of study and review
by flip Interagelicy task force for flie review of (Joverrnmient p]l'(xirlnient )olile"
wi( ljl' ('('dll'N (rlted In 1950 as i reNlilt of rco('nilnsillon 15 of the 'ahinet
Coilunltlle oil 1nisi1ill Itilulss, which lohio(,( lip the nee(! for n permanent pr6.
graintl I this field. Assli4iing thie Oflice of l'ro,llreil(lit. Policy Ii this work is it
newly consl llule(! Interagencyv l'roo-ureient Policy Comm~ittee . This Coinnilttee
consit,4t of r(,liresmentllves of live major lrociurenent. agencies (DOD, SBA,
A ,XI, Agri.ultiuri,, sind (1A). Ii addition, nll other principal proctireeicnt
Igell('les hiive sljpoilitl liaison oflcers to work with the Committee fnd wiith
(ISA i I Ihe further develol)ilelit of this program.

G(IA also provides lhealershlli and guliice in tlip unification of the supply
oien'iiI1h15 of sill Federal slgen(hs thiligh tlhe pr nltlon unii ismlnlce Of
apllrolirInIe regiilations, ('lr(,lilrs, hindbool(s, fill guides. Also GSA president
4l(.las4 51ire maintained Ili major sliply ngelnCle to provide assistance with
respo('t. to Ilnilroved nisllislgt'piilit. lractiles fi1d to better coordinatee ag(n(y Slip-
Illy program with the (Governient-wlde Fede'ral Supply System.

Ini conforlilty wit th l('('lared intent oftlhe Congress, we provide small busl-
llis wilh i fair share oof (U1A procure ient. In fiscal year 1959, 58.1 percent
of thOe viilus of olir pirclslines4 was l1la'ed with smnaill husinesg llrns-substantlally
iore l11in f linn '19.1) 9 i(rct,('nlac lied with t('h firms In fiscal year 19.58. We have
('Nliliblil(ld oih'(1.4 N0 fhilt liin 1 lile8 l.., Null hil Ild l'ge, (arl obtiii llte latesL
lIiforsilisilIon (i boit (tovei'uilelit, rtelilnielq, I'omt We hive also estnblishbed procure-
uneit proc(.cires designed to increase pirticipailoi by slinall bilsiness in (overn-
inent contractss, illi(1 continlally provile information to the )epartnient of Comn-
llierce ('oln('ernllg proposed (ISA procllrenelts for dissemination to private
Inlistry.

Ve sire presently collaboratiig with the Depnrtment of Defense In their examl-
nation of it broad s range of general supply it(niS, aiined at deterninilng-

(1) wlilh Items should be retslii d under individual military depart-
niental control,

(2) wi'hic should be place(] under a Department of Defense single mana-
ger for consolidated procurement, and

(3) whih items should hs controlledd for interservice purchase or from
(SA, or connmerical sources.

Wei exlct increased volne of business front the military services In the future
as a result. I an sure that you will hear more of this plan front the DOD) repre-
sentativos appearing at this hearing.

We currently furnish major support to the military by specific agreement, in
procuring office furniture, office machines and oflletc supplies Including paper and
paper products, and also purchase of suhstantlal amounts of household furniture
and gencral-purpose itens such as band tools. In fiscal year 1959, approximately
62 percent of our purchasing was for DOD.

Another major GSA responsibility is in the area of excess and surplus personal
property.

We achieve Increased utilization by screening usable excess property, and by
offering it to the Federal agencies. If no Federal agencies have use for the
property, it Is available for donation to the States for purposes of education,
public health, and civil defense. If not donated, the property is then sold. In
fiscal year 1959, about $141 million worth of excess (at original acquisition cost)
was transferred to other Federal agencies, and about $361 million was donated
to tle States.

-:7I
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In fiscal year 1959, we started a program designed to increase the use of such
property by the Federal Goverinent and tile States. Screening coverage Ires
been extended, procedures simplified, and processing time reduced. 'I he latter
action alone will save substantial costs for storage, management, and inainte-
native of excess property. By working through a nationwide, Interagency or-
ganizatlon, several hundred strong, we hope to increase Federal utilization to
$305 nililion and donations to $550 million in 1961.

If personal property cannot be utilized by the Governmnt or donated, It Is
sold to the pIblie h (I1A or varlou olher Federal agencies, principally tie
Department of IDefense, operating under authority delegated by the General
Services Administration and pursuant to its regulations.

In fiscal year 1951, usable properly located nthe United States, its territories,
and possessions, originally costing $2.4 billion was sold by the Federal Govern-
mont, with a return of $99.11 million or alplproxhuaiely 5 percent of acquisition
value. While tile percentage of return may smcin low, It should be under-
stood thai. much of time material sold was worn out, obsolete, or designed for
sieialized military purposes. 1)uring tie samie year an additional $(111 million
was realized from the sale of scrap.

Tile lDepartment of Commerce acts in an advisory capacity to GSA and )O)
iii order to avoid adverse ecoonlic impact. T'ils Inlpact Is negligible oi a itna-
tionial scale, largely because points of sale are so widely scattered.

We recently presented comments to the Congress regarding several bills
which amend the FPAS Act to permit the donation of foreign excess property
for certain educational and public health purposes. In these comnuents we
recognize that. the disposal of tills properly Is Involved with the foreign policy
of tile Government of the United States, with respect to which iratter GSA
Is not In the position to furnish Information. Based on stateside experience,
however this agency made certain suggestions in respect to the organizational
and procedural aspects of such a program. It Is our belief that one Govern-
mnt agency, preferably ono already having extensive overseas operations,
should be responsible for actual administration of tiny doiation program.
Coordiatlon Is needed to determine tile eligibility of do1ee istitutionls, to in-
sure elquitable allocations, to enforce compliance and safeguard proper Ie, ani
to assure that the requirements of Federal agencies for equipment and supplies
in foreign countries are satisfied to the extent possible through tie use of
available excess property.

In the Public Buildings Service area, we believe this committee is primarily
interested in the real property utilization and disposal program.

However, PBS In the management of real property also administers programs
for the space planning, acquisition, repair, and maintenance of such property.
Acquisition of real property Is accomplished through new construction, rental,
and direct purchase.

In arranging for lease of privately owned space, it Is our policy to seek com-
petitive bidding through public advertising, the posting of public notices, and
the distribution of invitations to bid to real estate brokers and other persons
who have previously indicated an Interest In offering space for lease to the Gov-
ernment. After sealed bids are received and publicly opened as scheduled, It Is
our policy to accept the bid of the responsive bidder offering space meeting the
requirements of the bid invitation at the lowest cost to the Government. Like-
wise, 98.5 percent of the dollar value of all new construction and repair of exist-
ing buildings Is the result of competitive bidding.

The real property utilization and disposal program operates as follows:
When an agency no longer requires real property under its control, it reports

this property to GSA as excess to Its needs. We then ascertain If it is required
for other Federal agency use. If none is found, we dispose of the property as
surplus. In fiscal year 1959, 146 excess properties with an acquisition cost
of $21 million were retained for further Federal use, while excess property cost-
ing $435 million was determined surplus.

In addition, other executive agencies dispose of certain types of property
under their control subject to GSA regulations. During fiscal year 1959 these
disposals, which are primarily of nonindustrial leaseholds and improvements on
Government-owned land, involved property having an acquisition cost of $122
million.

Property determined to be surplus is available for disposal to States and to
their political subdivisions or to tax-supported institutions for certain public
purposes. Property not disposed of for such purposes becomes available for sale.
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Disposal for public purposes Includes: (1) assIgnments to the Secretary of
Health, Education, and Welfare for conveyance for educational or public health
purposes; (2) airport use; (3) park or recreational areas; (4) historic monu-
ment sites; (5) conservation of wildlife; and (6) for Federal-aid or other
highway use.

Conveyance for public purposes amounted to $24.8 million In acquisition cost
during the year ending Juno 30, 1959. This amount was dliviled as follows:
Assignments to the Secretary of Health, Education, and Welfare, $12.3 million;
airports, $9.8 million; parks, recreational areas, and historic monument sites,
$2.5 million; wildlife conservation, $100,000; and for Federal-aid or other high-
way use, $100,000.

Real property may also be conveyed to a State, its political subdivisions or to
tax-supported institutions by negotiated sale for public use other than for the
purposes just cited, if tile estimated fair market value of the property and other
terms are satisfactory. Explanatory statements of the circumstances of each
such disposal having a fair market value In excess of $1,000 are provided to the
appropriate comnmittees of the Congress.

If surplus real property Is not conveyed for public purposes, we dispose of It
by sale as expeditiously as possible In order to cut management costs, return
cash to Ile Treasury, and to get it back on the tax rolls without undue delay.
Except in certain limited situations, such disposals tire on a competitive bid
basis that is, either by sealed bid or by auction rising the services of experienced
auctioneers. In each method, suffient advertising is given properties to stimnu-
late public Interest and thus to secure for the Government the benefits which
normally flow from competitive bidding.

Public auctions are emphasized In order to generate Increased public interest
or to afford Interested former owners or tax-supported institutions an oppor-
tunity to bid on speclflc marketable units. The efforts of auctioneers have been
satisfactory In securing a fair return to the Government for the properties
offered.

In some cases, when, for example, bid prices after advertising are not reason-
able, or the bidding appears collusive, we may sell property by mngotiation. We
inay also negotiate a sale when the, character or condition of tie property or
unusual circumstances make it Impracticable to advertise for competitive bids.
Here, too, the circumstances of a negotiated disposal with a fair market value
in excess of $1,000 are reported to the appropriate committees of the Congress.

During fiscal year 1959 explanatory statements of the circumstances of 44 pro-
posed negotiated disposals were submitted to the House and Senate Government
Operations Committees. Of this number, the House committee objected to two
proposed sales. Subsequently, one sale was renegotiated and a higher sales
price was obtained. In the other case the proposed sale was not closed. The
Senate committee expressed no objections to any of the proposed disposals.

Sales of property having an acquisition cost of $1 million or mor6 are referred
to the Attorney General for his advice as to whether the proposed disposition
would tend to create or maintain a situation inconsistent with the antitrust laws.

Lately we have contracted more frequently with real estate brokers to dispose
of certain types of properties, generally industrial in nature, when It Is felt that
this will facilitate the sale and best serve the interests of the Government.

During fiscal year 1951), 339 properties were sold for cash or on credit for
$31 million. The sales return represented 113 percent of the appraised fair mar-
ket value. In the first 5% months of fiscal year 1960, we sold 144 properties for
$20,695.000. In addition, the cost to the Government for management of sur-
plus property was reduced through outleasing certain properties pending ulti-
mate disposal by sale. In fiscal year 1959 such rental income amounted to $3.4
million.

Use of the cost-plus-fixed-fee contract In PBS has been limited to situations
where it would likely be less costly than other methods, or where It would be
Impracticable to secure property or services of a kind or quality required with-
out the use of such a contract. During fiscal year 1959. PBS entered into only
one cost-plus-fixed-fee contract, amounting to about $880,000, including the fee
of $55,000.

Our Transportation and Public Utilities Service, as the name implies, is re-
sponsible for programs which provide transportation and public utilities services
for civilian agencies and for the military services at their request.

In this respect, we assist the civilian agencies in meeting their traffic manage-
ment needs and arrange for the timely and orderly traffic movement of supplies

T
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another program which Is flow undler' way. Oilr effort, lIn cooperation with tile
Delvirluent of Defense, will be( to combhute or consollate lhe Interests of all
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counts lnot now available and should substantl ally eut :ostm for thils type of
service.

The Defense 'Materials Service administers the(, national O oekpile of strategic
and critical materials and other defense materials programs. The( Office of
Civil and Defense Mobilization deternilnea policies governing these program,
Including setting stockpile objectives. "Most current stlockpill objeetivm find
other program goals have been met. Now contracting, therefore, Is limited to
a few materials and to upgrading certain materials In the stockpile to higher
u.se form..

Substantial deliveries. of course, are still being made under existing contracts,
about $200 million worth of materials tin this fiscal year. To reduce the Gov-
ernmenr's contract obligations for materials no longer essential for defense
requirement., we have since July 19)57, reduced or- can(,](l by mutual agreement
contracts for approximately $340 million.

It Is our basic policy to procure materials and services on a competitive basis.
There are exceptions to a sealed bid procedure Induced by special conditions.
Examples would be the procurement of jewel bearings where a single Govern-
ment-owned plant Is the source of supply, or the upgrading of materials presently
in the stockpile where public diselomure of several origin points would breach
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I appreciate the opportunity of discussing with you some of the programs of
the General Servies Adm inist ration, and I will try to answer any questions you
may have.

Mr. FLOE'rE. Mrl. Chairman and memberS of the committee, we
believe that your committee will be concerned primarily with the
operations of foni' segments of the General. Services Admiistrationi-
the Federal Supply Service, the Public Buildiiis Service, the Trans-
pni'tatioii and Publie, Utilities Service, and] the Defense MINaterials
Service.

FEDERAL SUPPLY SERVIICE

The Federal Supply Ser'vice provides a centralized pr'ocureiment
system for common-use, items. Our sources of supply are induistryv-
wide. 1'We deal with large corporations, small business firms, dis-

fiI i

IMPAC"I' Ole DEFENSE,; PROCUREMENT



ibIMPACT OF DEFENSE PROCUREMENT

tributors wholesalers and jobbers. Although our buying programs
are of substantial importance, they represent only a small part of the
total dollar volume of supplies purchased by Federal agencies.

OSA ACCOUNTS FOR 3 PERCENT OF GOVERNMENT PROCUREMENT

Each agency still is responsible for buying items peculiar to its
own needs. In fiscal year 1959, Federal agencies spent $30 billion
for supplies and equipment. FSS contracted for the purchase of
$833 million-less than 3 percent of the total.

The reason for this comparatively small l)ercentage is that the bulk
of the Federal budget for supplies and equipment is expended for
capital equipment and items peculiar to agency requirements-par-
ticularly DOD-which are not appropriate for supply support byGSA.

In addition, certain agencies such as DOD, AEC and CIA may
exempt themselves largely or wholly from the procurement provisions
of the Federal Property and Administrative Services Act from which
GSA derives its responsibilities and authorities, and others, such as
the Department of Agriculture, TVA and FAA, may also exempt
themselves partially.

However, the scope of our procurement activities is much more
substantial when compared to Federal expenditures for general ad-
ministrative items only, approx inating 22 percent of the total in-
cluding procurement by the military, and about 38 percent if confined
to civilialn agencies.

Our procurement load is growing, however. While we contracted
for $546 million worth of supplies in fiscal year 1955, our 1959 figure
was $833 million, and the projection for 1961 is in excess of a billion
dollars.

SUPPORT PROGRAM 8

We provide supplies and services for other agencies under three
programs:

(1) The Federal supply schedule program is designed to provide
Federal agencies with commercial sources of supply for a wide range
of common-use supplies and services. Some 50,000 items are involved
in this program, as well as many additional items of parts and
accessories for motor equipment, office machines, et cetera.

Using agencies place orders against these contracts as their require-
ments develop, and make payment direct to the contractor, thereby
saving a great deal of administrative time and the expense of making
individual contracts. During fiscal year 1959, 5,747 schedule con-
tracts were awarded. During this same period, using agencies pur-
chased $511.7 million worth of supplies under these contracts.

Federal supply schedule contracts are open end contracts for spe-
cific periods of time, usually 6 months or 1 year, specifying price,
terms and conditions, but not quantities. Minimum and maximum
order limitations are specified to permit local purchase of small re-
quirements and enable separate purchase of abnormally large require-
ments to realize price advantages inherent in bulk procurement.
Tires and tubes, electric lamps, office machines, drugs, gasoline, and
photographic equipment are illustrative of he type of commodities
covered.
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The following contracting methods are used in connection with the
Federal supply7 schedule program:

(a) Mu tip e awards: A number of similar items produced by sev-
eral different manufacturers are contracted for by the means of com-
petitive negotiation-such contracts are known as multiple-award
contracts, and are listed in supply schedules.

Because of the many expensive items involved, such as the entire
electronic data processing field and office machines, this type of con-
tract covered approximately 80 percent of the dollar volume under
this program during fiscal year 1959.

Multiple-award contracts are utilized for the purpose of making
available to the Government the distribution facilities of the industry,
and to enable selection of the equipment best suited to perform the
particular requirement involved.

Such contracts are negotiated with all qualified industry compon-
ents desiring to be included in tie program. Multiple award sche-dules are used extensively by both military and civilian agencies and
have proven to be the best administrative method of buying the types
of items and quantities involved.

(b) Single negotiated contracts: Single supply schedule contracts
for proprietary items, items complex in design, or items subject to
rapid technological change, are contracted for by negotiation with an
individual producer or distributor.

(c) Formal advertising: Supply schedule items covered by specifi-
cations or adequate purchase description and produced under competi-
tive conditions are contracted for by means of formal advertising.

(2) Our second major program is the stores program. We have
stores depots in each of our 10 regions, which stock and distribute
some 9,000 common-use items which have a rapid turnover. During
fiscal year 1959, this program accounted for. $167.4 million in sales.
Our depot inventories were valued at $51.6 million on June 30, 1959.

As a general rule, contracts for stores stock replenishment are made
through formal advertising procedures. The open end or term con-
tracting method is also used in purchasing certain items for stores
stock replenishment. Conti-act periods are usually for 6 months or 1
year. These contracts also have minimum and maximum order limita-
tions. Use of this contracting method provides ready availability
from established sources of supply and produces advantages in terms
of short lead time, price, and uniform quality. Office funiture, office
supplies, paper products, handtools, textiles, paint, and packaging
materials are illustrative of the types of items carried in stores stock.

(3) The third program is the consolidated direct delivery procure-
ment program covering items such as automobiles and refrigerators.
Under this program agency requirements are periodically consolidated
for contracting purposes, and the items are purchased for direct de-
livery to the point of use. We also buy for agencies upon specific
request or under special arrangements.

For example, we buy for Alaskan agencies under the Department
of Interior, and purchase radiological supplies for OCDM. During
fiscal year 1959, we bought $123.6 million worth of supplies under
these consolidated and individual direct delivery programs. In addi-
tion we purchased about $30.5 million in supplies for the overseas mis-
sions of the International Cooperation Administration. Generally
speaking, formal advertising procedures are followed in making pur-
chases under our direct delivery programs.
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III fiscal year 1.959, 83 pervett of our contracts for stock replenish-
melit1111d (I % ed Iilheryweliiieit anw direct accomplished under formal advertising

procedures, a1d only 17 percent by negotiation. The latter figure in-(1 l(des tI-itsact ions such as open-market purchases under $2,500, pro-
prietary items, exigency pure ises, cases where bid prices after adver-
tising 11re not reasoiifble, siiall business set-asidles and labor surplus
area set-asides. In addition, it is also necessary to negotiate certain
pur(hases for ICA where bids are invited on a world-wide basis.

in addition to these procurement programs, we provide government-
wi(e guidance and direct ion in such fields as product standardizat ion,
cataloging, and inspection and testin.

Product standardization is achieved through issuance of speci fica-
tions and standards. Federal specifications are technical publications
which state the construction and performance characteristics and test
methods for specific groups of commodities. They provide the means
for o() atining proper (liality in procurement, and determining whether
le sul)pliers' offerings meet the necessary user requirements.
Federal standards are documents which'limit the range of variations

of given coniniolities for supply purposes by restricting procurement
in terms of stock nmnbers to the fewest essential variations acceptable.
Tihey are designed to estal)lish the specifc type product best suited
to the Government's ne(ls and achieve the high est practicable degree
of uniformity. By adopting such standards, the number of different
types, sizes, colors, and varieties are reduced, thereby decreasing cap-
ital investment in inventories and storage space requirements. We
have developed and issued 4,000 Federal specifications, and 145 Fed-
eral standards as of the close of fiscal year 1959.

The Federal Catalog System has as its objective the establishment
of a single identification for each item of supply in the Federal
Government. This provides common supply language in dealing
with indiustry and within Government. GSA is responsible for cata-
loging all items used by civilian agencies. By the end of last fiscal
year we have covered 192,000 items of the ultimate goal of approxi-
mately 700,000 items.

Insi)ection and testing, or quality control, is the safeguard to assure
that products bought have been 'made in accordance with the ap-
plicable specification and will satisfy the intended use. Through
various techniques we make sure that, everything we buy has been
properly inspected, either at the mranufacturer's plant or point of
delivery,. We, ourselves, inspected commodities valued at over $279
million in fiscal year 1959, by performing over 147,000 inspections at
contractors' plaifts. and conducting over 14,000 tests.

The balance of the volume procured was bought under the Federal
Supply Schedules or by direct delivery, with inspection responsibility
in such cases resting with the ordering agency.

Our motor equipment program produces substantial economies
through a nationwide system of interagency motor pools, and pro-
vides guidance in the proper care and safety of Government-owned
vehicles. By the end of last fiscal year we h ad established 44 motor
pools containing over 13,200 vehicles valued at about $15 million.
This is 3,080 fewer vehicles than that separate agencies would require
for the 130 million miles traveled during fiscal year 1959. These
pools reduced cost per mile of operation by 31/2 cents, from 10.9 cents
prior to pooling to 7.4 cents currently.
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Federal Supply Srvice provides Government-wide leadership and
gui(lance in the estabhlIshment and publication of uniform purchasing
and contracting policies, methods, and procedures. It also promotes
the unification of the sUl)l)ly operations of all Federal agencies an(l
their integration into the Federal Supply System.

In this activity we have in Federal Supply Service an Office of
Procurement Policy. This office is responsible for the planing,
development, and coordination of com prehensive contracting and pur-
chasing policies and procedures for Government-wide utilization in
supply and construction activities. Such policies and procedures are
published by GSA in the Federal Procurement Regulations, which are
mandatory .upon all civil agencies of the Government, and, in most
cases, I)ermlissive insofar as DOD is concerned.

Our procurement policy program is the result of three years of
study and review by the interagency task force for the review of
Government procurement policies and procedures created in 1956 as
a result of recommendation 5 of the Cabinet Committee on Small
Business, which pointed up the need for a permanent program in
this field.

Assisting the Office of Procurement Policy Committee. This Com-
mittee consists of representatives of five major procurement agencies
(DOD, SBA, AEC, Agriculture, and GSA). In addition, all other
principal procurement agencies have appointed liaison officers to
work with the Committee and with GSA in the further development
of this program.

GSA also provides leadership and guidance in the unification of
the supply operations of all Federal agencies through the preparation
and issuance of appropriate regulations, circulars, handbooks, and
guides. Also GSA resident specialists are maintained in major supply
agencies to provide assistance with respect to.improved management
practices and to better coordinate agency supply programs with the
Government-wide Federal Supply System.

In conformity with the declared intent of the Congress, we provide
small business with a fair share of GSA procurement. Ip fiscal year
1959, 58.1 percent of the value of our purchases was placed with small
business firms-substantially more than the 49.9 percent placed with
such firms in fiscal year 1958. We have established offices so that
businesses, small and large, can obtain the latest information about
Government requirements. We have also established procurement
procedures designed to increase participation by small business in
Government contracts, and continually provide information to the
Department of Commerce concerning proposed GSA procurements
for dissemination to private industry.

We are presently collaborating with the Department of Defense in
their examination of a broad range of general supply items, aimed at
determining-

(1) which items should be retained under individual military
departmental control,

(2) which should be placed under a Department of Defense single
manager for consolidated procurement, and

(3) which items should be decontrolled for interservice purchase or
from GSA, or commercial sources.
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We expect increased volume of business from the military services
in the future as a result. I am sure that you will hear more of this
plan from the Department of Defense representatives appearing at
this hearing.

DOD UTILIZING USA FACILITIES

We currently .furnish major support to the military by specific
agreement, in procuring office furniture, office machines, and office
supplies including paper and paper products, and also purchase of
substantial amounts of household furniture and general-purpose
items such as hand tools. In fiscal year 1959, approximately 62 per-
cent of our purchasing was for Department of Defense.

Another major G A responsibility is in the area of excess and
surplus personal property.

We achieve increased utilization by screening usable excess prop-
erty, and by offering it to the Federal agencies. If no Federal agen-
cies have use for the property, it is available for donation to the
States for purposes of education, public health, and civil defense. If
not donated, the property is then sold. In fiscal year 1959, about
$141 million worth of excess (at original acquisition cost) was trans-
ferred to other Federal agencies, and about $361 million was donated
to the States.

In fiscal year 1959, we started a program designed to increase the
use of such property by the Federal Government and the States.
Screening coverage has been extended, procedures simplified, and
processing time reduced. The latter action alone will save substan-
tial costs for storage, management and maintenance of excess prop-
erty. By working through a nationwide, interagency organization,
several hundred strong, we hope to increase Federal utilization to
$305 million and donations to $550 million in 1961.

If personal property cannot be utilized by the Government or
donated, it is sold to the public by GSA or various other Federal
agencies, principally the Department of Defense, operating under
aithorit.y delegated by the General Services Administration and pur-
suant to its regulations.

In fiscal year 1959, usable property located in the United States,
its territories and possessions, orginally costing $2.4 billion was sold
by the Federal Government, with a return of $99.6 million or approxi-
mately 5 percent of acquisition value. While the percentage of return
may seem low, it should be, understood that much of the material sold
was worn out, obsolete, or designed for specialized military purposes.
During the same year an additional $66 million was realized from the
sale of scrap.

The Department of Commerce acts in an advisory capacity to GSA
and DOD in order to avoid adverse economic impact. This impact is
negligible on a national scale, largely because points of sale are so
widely scattered.

We recently presented comments to the Congress regarding several
bills which amend the FPAS Act to permit the donation of foreign
excess property for certain educational and public health purposes.
In these comments we recognize that the disposal of this property is
involved with the foreign matter GSA is not in the position to furnish
information. Based on stateside experience, however, this agency
made certain suggestions in respect to the organizational and- pro-
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cedural aspects of such a program. It is our belief that one Govern-
ment agency, preflrably one already having extensive overseas
operations, should be responsible for actual administration of any
donation program.

Coordination is needed to determine the eligibility of donee institu-
tions, to insure equitable allocation, to enforce compliance and safe-
guard proper use, and to assure that the requirements of Federal
agencies for equipment and supplies in foreign countries are satis-
fied to the extent possible through the use of available excess property.

PUBLIC BUILDING SERVICE

In the Public Buildings Service area, we believe this committee is
primarily interested in the real property utilization and disposal
program.

However, PBS in the management of real property also administers
programs for the space planning, acquisition, repair and maintenance
of such property. Acquisition of real property is accomplished
through new construction, rental and direct purchase.

In arranging for lease of privately owned space, it is our policy to
seek competitive bidding through public advertising, the posting of
public notices and the distribution of invitations to bid to real estate
brokers and other persons who had previously indicated an interest
in offering space for lease to the Government. After sealed bids are
received and publicly opened as scheduled, it is our policy to accept the
bid of the responsive bidder offering space meeting the requirements
of the bid invitations at the lowest cost to the Government. Likewise
98.5 percent of the dollar value of all new construction and repair of
existing buildings is the result of competitive bidding.

The real property utilization and disposal program operates as
follows:

When an agency no longer requires real property under its control,
it reports this property to GSA as excess to its needs. We then ascer-
tain if it is required for other Federal agency use. If npne is found,
we dispose of the property as surplus. In fiscal year 1959, 146 excess
properties with an acquisition cost of $21 million were retained for
further Federal use, while excess property costing $435 million was
determined surplus.

In addition, other executive agencies dispose of certain types of
property under their control subject to GSA regulations. During
fiscal year 1959 these disposals, which are primarily of nonindustrial
lease-holds and improvements on government-owned land, involved
property having an acquisition cost of $122 million.

Property determined to be surplus is available for disposal to
States and to their political subdivisions or to tax-supported institu-
tions for certain public purposes. Property not disposed of for such
purposes becomes available for sale.

Disposal for public purposes includes (1) assignments to the Sec-
retary of Health, Education, and Welfare for conveyance for
educational or public health purposes; (2) airport use; (3) park or
recreational areas; (4) historic monument sites; (5) conservation of
wildlife; and (6) for Federal-aid or other highway use.

Conveyance for public purposes amounted to $24.8 million in acqui-
5166-60---4
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sitioi cost diiring the year ending .1110 :10, 19,59. This aniilt was
divided its follows: Assignmenlts to the Secretary of Htealth, Eluct-
tion, It11d Welfare, $12.3 million; airports, $9.8 imlllion ; parks, recrea-
tional areas and historic niominient. sites, $2.5 million; wildlife
conservation, $100,000; and for Federal-aid or ofher highway use,
$1 00,000.

Real property ilay also )e Collveyed to a State, its political Silb-
divisiotns or to I tax-supl)orted institutions by negotiated sale for public
11s ot,Ihe than for the pIurposes just cited, if fiie estimated fair market
villue of the property and other fie tre salt isfiact ory. lExl)lanaltory
state'uellts of l the cii'cuistaces of each such disposal having a fair
tnr, aluket. 1111e ill excess of $1,000 tire provided to the a)l)rol)rilte co1-
mit tees of the Congress.

If surplus real Iroperl.y is not, conveyed foil public purposes, we
dispose of it. by Sale ts e xilitiously its imssible in order to cut. man-
agenient costs, returl,'i cash to the 'l'reasury, and to get it lck on the
tax rolls without, undue delay. ExcepIt in certain limited situations,
suc disl5)o11, re on U eOll)0f it ie 1i( i)tsis; that is, either l)y sealed

bid( or bly all't ion using thle services of e'xperieniced1 fuct ioiieers. III
eaci('1litod, suithicit tidvei't-isin ig is give l seriess to st-inifeI
p)1b)1ic. interest, 1111 thius 1o(41 c0, for thie Government, the benefits
which normally flow from compete itive bidding.

Public auctions ire elipliasized iii Order to generate iera.sed
pIulic interest or to a fford iteresied foriler owners Or tax-su)l)(ted
Inst itutions a1 Opportunity to )1d o specific market ab1e) units. The
elrfrIs of lletioleel'5 have ) bee satisfactory in curing it fail return
to the Government for the properties ottre.ld.

iN so1e cases, when, for example, bid prices after advertising are
not reasonable, oi the bidding a)e)als 'ollusiv we, we Iay sell prol)erty
by niet$otiatioi. We Illay Ilso negotiate it sale when tlhe character or

condition of the property or lilusua.! cireuliistances iIa kIe it; in aprac-
ieal)lo to advertise for coml.eitive 1ids. Here, too, thfi circumstnles

of a negotiated disposal with it fair market value 'it excess of $1,000
are reported to the al)lproprilite committees of the Congress.

1)uring fiscal year 1959 exptanitory statements of the circulstallnces

of 44 proposed niegot cited disl)osl5 were submittedo to the oituse, and
Sentlat Government Operations Committees. Of thlis number, the
house Comnittee objected to two proposed sales. Subsequently, one

sale was renegotiated1, and a higher sales price was obtained. Tn. the

other case the proposed sale was not closed. The Senate Committee

expressed no objections to any of the proposed disposals.
Sales of property having an acquisition cost of $1 million or llore

are referred to the Attorney General for his advice as to whietlicr
the prol)osed disposition woilold tend to create or maintain a situation
inVOnsistent with the antitrust, laws.

Lately we have contracted more frequently with real estate brokerss
to (dispose of certain types of 1operities, generally industrial in na-
ture, when it is felt that this will facilitate the sale and best serve
I lie interests of tie Government.

During fiscal year 1959, :339 properties were sold for cash or on
credit for $31 million. The sales retI'nl represented 113 percent of
tlhe appraised fair market value. In the first. 51/2 months of fIscal year
1960, we sold 144 properties for $26,695,000. Tn addition, the cost
to the Government for management of surplus property was reduced



IMPACT OF I)EIENS1) PIROCUIRE'MENT

1ihriotigh outleasing eerlai properties pending ultiiate disposal by
sile. III fiscal year 1951) S'ch rental income amounted to $3.4 million.

Use of tihe cost.-plhs-Iixed-fee colitract, in PBS has been limited to
situations where it, would likely be less Costly than other methods,
or where it, woulh be iiprat icIII)lo to secure )rol)erty or services of
it, kind or t(111111iy required without, the use of such a. contract. urgingg
fiscal yen r l 959), ]PBS entered into only o1e cost.-plus-fixed-fee coil-
tract, attount inig to about, $880,000, invl(iing he fee of $55,000.

TRANSI'ORITATION AND PUICI(C UTILITIES SERVICE

Our Transl)ortation find Public Ultilities Service, as the name im-
plies, is responsible for programs which provide transportation and
pllic until ities services for civilian agencies and for the military serv-
ices at their re(llest.

In this respect, we assist the civilian agencies in meeting their traffic
management, needs find arrange for le timely and orderly traffic
movement of Sup)lies an(d materials. In fiscal year 1959, GSA routed
nearly 7.5 million tons of freight, fin increase of about 7 percent over
the previous year.

In fiscal year t958, we effecte(l total reductions in transportation
charges of $12.1 million, and in fiscal year 1959 this total was increased
to nearly $16.7 million. In fiscal year 1958, $6.7 million of reductions
in charges were achieved on GSA shipments, while the balance re-
ported involved movements handled for the remaining civilian agen-

In fiscal year 1959, the GSA portion of these reduced charges
totaled $5.6 tuillion. These reductions in charges are l)ellefiial re-
sult of our statutory responsibility to negotiate with (arriers for such
transportation services. This statutory duty emb)races also our rel)re-
sentativo role in participating its shippers in Federal and State regu-
latory proceedings.
Wo have recently completed a survey of the transportation fune-

Lions and freight traffic needs of the civilian agencies. Seventy-three
representative headquarters and field installations 'ere visited,
resulting in 196 recommendations which we bhelive will materially
improve agency traffic programs. Ninety-five percent of our recom-
mendations have already been approved fand are )eing implemented.

This fiscal year we ar beginning an onsite transportation assistance
program. Our staff will work directly with agency personnel in
developing, installing, atid supplying sound traffic management pol-
icies attd procedures. Agencies will also ho assisted in identifying
problem areas and in making improvements.

We are also preparing a transportation policy manual for the use
of the agencies in guiding them in internal traffic management. In
cooperation with the General Accounting Office, we have also issued
technical publications, such as, "Common Shipping Faults and Their
Remedies," an analysis of shipping problems, and "How To Prepare
and Process U.S. government, Bills of Lading," designed to instruct
traffic personnel in their issuance. The latter was designed to meet
the recently revised Government bill of lading form developed by the
General A'counting Office.

Every building which houses a Federal activity-large or small-
is a user of utility services, and most of these services ordinarily must

fl~p~I~T~ k'Af %
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be obtained at published normal tariff rates. Therefore, our public
utility program has concentrated on the areas of largest potential sav-
ings. Were again we participate in selected regulatory rate proceed-
ings before the appropriate Federal and State regulatory bodies to
try to get the lowest reasonable rate for the Government.

A significant example is our participation in Federal Communica-
tions Commission hearings, which resulted in a 15 percent cut in
private line telephone rates. The services involved were closely
related to the SAGE program of the Air Force, but other important,
Government usage was also affected. Annual savings from the action
have been estimated at $15 million. A major portion of this reduc-
tion will apply over a 10-year period, thus providing even more
substantial savings.

A recent General Accounting Office report on leased private lines
recommended another program which is now under way. Our effort,
in cooperation with the Department of Defense, will be to combine or
consolidate the interests of all Government agencies, and study the
feasibility of treating the entire Government as a single customer of
the communication services. This should result in discounts not now
available and should substantially cut costs for this type of service.

DEFENSE MATERIAL SERVICE

The Defense Materials Service administers the national stockpile of
strategic and critical materials and other defense materials programs.
The Office of Civil and Defense Mobilization determines policies
governing these programs, including setting stockpile objectives.
Most current stockpile objectives and other program goals have been
met. New contracting, therefore, is limited to a few materials and to
upgrading certain materials in the stockpile to higher use forms.

Substantial deliveries, of course, are still being made under existing
contracts, about $200 million worth of materials in this fiscal year.
To reduce the Government's contract obligations for materials no
longer essential for defense requirements, we have since July 1957,
reduced or canceled by mutual agreement contracts for approximately
$340 million.

It is our basic policy to procure materials and service on a competi-
tive basis. There are exceptions to a sealed bid procedure induced by
special conditions. Examples would be the procurement of jewel
bearings where a single Government-owned plant is the source of
supply, or the upgrading of materials presently in the stockpile where
public disclosure of several origin points would breach security regu-
lations. Even in these cases where negotiations are resorted to, it is
on a competitive basis.

Cost-plus-fixed-fee contracts are limited to a few special activities
such as synthetic mica research, operation of the Government-owned
jewel bearing facility and three mica processing plants. All such con-
tracts involve either research and development work or the use of
Government-owned equipment, and it would not be practicable to
contract on any other basis.

All cost-plus contracts are audited at least once a year, and GSA
continuously keeps a careful watch over progress under such con-
tracts through inspection trips to the plants and periodic reports.

Our biggest problem today is the maintenance and management of
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the stockpile materials in such a way that they will be available for
immediate use in an emergency. Last June these inventories
amounted to 38 million tons of some 100 materials acquired at a cost
of about $8.3 billion.

The materials are stored at 217 locations, of which 18 are GSA
depots, 62 military depots, 7 other Gover-nment-owned sites, and 130
commercial facilities or industrial plant sites. We reimburse the
military services for storage at their sites, and our relations with them
are on the most cooperative basis.

We are presently winding up a physical inventory of the materials
at the military, GSA, and commercial facilities. This program was
initiated in fiscal year 1957 and is scheduled for completion by June
30, 1960.

What do we do with materials no longer needed for defense require-
ments? In the past 18 months we have screened the materials in our
inventories in order to recommend to OCDM possible disposals.
During this period OCDM has authorized the disposal of specific
quantities of more than 50 lots in the stockpile or Defense Production
Act inventories. These lots of materials which are either subspecifi-
cation or nonspecification materials were primarily acquired through
surplus transfers from other Government agencies.

Stockpile disposals must have the expressed or implied approval of
the Congress and cannot be made until 6 months after the proposed
disposal plan is published in the Federal Register and submitted to
the Congress. The Congress must expressly approve disposals made
for any reason other than obsolescence. Disposals requiring express
approval are now pending for extra-long staple cotton and natural
rubber.

Our last Appropriation Act (Public Law 86-255) provides that re-
placement is not mandatory when stockpile materials in excess of ob-
jectives are sold under the rotation program to prevent deterioration.

Sales under the Defense Production Act cannot be made at less than
current market prices. We notify the Joint Committee on Defense
Production of proposed sales from such inventories.

Disposals must not cause serious market disruptions. To prevent
this, we consult with interested Government departments and, when
desirable, with industry advisory committees. Before a sale, a care-
ful market appraisal is made to ascertain realistic prices and possible
market impact. Our sales of any material are, of course, limited to a
prudent and reasonable percentage of total annual consumption.

Sales are on a competitive basis, and in all cases the Government re-
tains the right to reject any or all bids considered unacceptable. In
the case of rubber and fiber, sales are made at prevailing market prices
which fluctuate during the course of any given day and are subject to
allowances for quality and condition. Adequate advance notice of
proposed sales is given to the trade.

I appreciate the opportunity of discussing with you some of the
programs of the General Services Administration, and I win try to an-
swer any questions you may have.

The CHAIRMAN. Do I understand that your assistant, Mr. Bean,
is with you?

Mr. FLom r. Yes, sir.



ThIe (CilAIItMA N. WVill yOU proeed Co flilk oil, lte ciir 11itl pa Ir-
phi'1, I his report.?

Mr. T . Ihe (, Ieieral Services Adminisrai,imi cotsisl,, of ive
tlifh, st'ren cte 'iee5,.. We lievie only four fI. l. lise are ireclly of inter-
est. to you it, this h ling, The ilh , rvSive is oir Naliomil Archives
aliti I'ecvo'dls Service utl it does not Il'e naiy Iiriicul iii' i el on
OC110lic volditins.
Ti four services I hail tou lia lh, inasterest e ill are Federail1 Supply

Service, 1l ie uiiihlings Set'vice, our )efenis, Malerials Service,
whicll It'lhes he smoklhih's, 21 ail our Trl'l ilUnhit lill P11( lic
lit ilif y St'rvit'e.

l' I'Fedetral Sul-N.l Seivice provides it, ('cut llizeml Iprov,' eriiea,
5s stelli for eoililmno -list, items. 't, o Io bisintss wit 1 aI ll I vlS of iilr',
siaIIll business, 121 rge businessdii, wsfills, IaollehIrsI 1111( job bilers.
Actl ly, lie 21 fnimlli Ii ofI Isiltlss we tdo in (lr. variols inetlmlIs is very
s112ll coiilre wi little toti al ( hveriuel 'Ourileeit m.(ut' e.lilnaf e
is lla. al lox i Ituilt el\, $30 billion of sl))lies 111112l e('uipilen, nl were pulr-
chIsed is fiscal I19.59, alt] of lhtl, ( SA ,t hrolgh its l'edertl Supply
Se''vice, colil t'tl for on1 y $833 mlillioni, o' 211 3l lrcet'.

The reason for thailt. is obvious. Man.y of flie iltemls of siuppdy ill fle
Defellse 1)epat'm nentif, pn rI'icunily, arey of a ltinre I hailt, eaainl. be
I111)16 through nt s\v telll stuch I. . per optelte. I however, ill certaiiin
fields we do hlvxe till Important, pertvellhlge, 1111l lhall, is genlerill 1mlin-
isral.ive itemiis, where we do 38 percent, of' till ilie business dlonte by
lie civilial agelleies, a1d iicluing th )e fese l)epartien, 22

pelveellf,
Thal. is a growing lIsilness. it 1955 we only did $546 million,

whereas or l 1951) figure is about. $833 million, 21'd we projected into
1961 2ts a billion dollars. WNe opertle the ]',(lt'eril Suply Service
through three different. types of ( '011l rai's. One of I ielli 'is known
as the Federal supi)ly scheidlle, Which is ic'tillilly the largest, of the
group.
We niake contracts, open el contracts, wilh m11111faclvnrers Wllo

uilanufaclure similar types of items. I think anulonobile tires is a
goodl example. Each one mai ftictires its own type of tire but is
require Io meet specific standards. Quantitit'ive requireiil s vary,
of course. Acorlingly, we enter into contracts with these nmunufac-
tNmres, thus providing for nt ionwide availability of industry dis-
tribution facilities over a certain period for certlmt prices.

It is obvious that. there are certain (lvnltages in this method of
operating. Last year we entered into 5,700 of these schedule Coll-
tracts and did business amounting to about $511 million. In those
cases we do not enter directly into the supply system. The using
a"vcy orders directly from the manufacl urer unil( these contracts,
and lie pays them direct. However we do enter ito the contracts.
Obviously, this type of contract is not, susceptible to direct competitive
bids when they are the special items of a particular manufacturer
and selection of equipment best suited to perform particular require-
nerts is involved.

We feel very strongly that. wherever we can we should lve direct
competition, and in our other instances we do have that.

The CJi.mRM.%x. 'Mr. Floete, what percentage of your contracts and
what percentage of your dollar volume, amounting to some $863

IMPACTI OFl, DI,,;NSE, PROCUIRIMIN'T
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liio(, were sbiJect. to conimH itive bidding 11d wiat, percentage to
ile r(iI il i l?

Al . l JA),'Tl,. You fuidersi ll 1111 it oil th01Se ] leh,'a11 sp)y scledu e
(',oII'IiS, NWe, Ilave o'oiepllifion except, w pec )liiLI itelms of it par-

ie1(11, I 1111111ii ,1I'I l'I 111-0 il)vol V, l,(l dir c(t (!OIlP)titi is not
possible. 'I'llis is clih l I I ao i rehltively f1ew (ond lt;Ifs.

(in all of omt di re el piircliasing, lit is, lhrougl either our Storesprgwnlorout- di recI,d( hli Very Hystl), weO empl)oy COMlm itiVP, lbidhding

w, rv shn'(igly. About, 83 plwtcent of all fliat, coutraclting is by direct,(,Ofilli v . i - n 17I -ce W, is by nlegotiationl.

1'I W CIJAIIIMAN. I)o.s this apply to your figure of $863 million ?
All. ,'JJT,. No, si'.
'Th1V ( 1JAJAM1AN. low 11111l does it apply to?
Al I. F 1io1'i. 1 tder 011r st(lrs )prognir .. w lr P stores ill (riclh

of oil' It0 regional cities' aild 2 auxiliary stores-we did last, year $167
Iltillion. We (lid 1)3' ilrec1, (lelivly pll-lis('es of speial items, such
as u oillobil('s a1(1 1'efl'rige.ilor 0 a1 d Il}hat sort. of thing, al)l)rox-
iliat ely tlhe sallte allinoullt. Of that, 83 percent is by direct. o'liltoitfive
bid.

A portion of lie remainder also does not (1i(l itself to direct, coin-
pet'iti ve Idi(lilg when Specitl iteitis are involved. In these s (a( the
isinig agency d(t4'rlines wh1ic'lt I)ro(llct. is best. salted to its require-
nelits.

'1'h0 CHAIrMAN. Th1(' this 83 percent al)plies only tA) how much-
$1460 ntilliol ?

AMr. ] Foi.nF. No. About, $320 Ijillion of our tol' l)u1chas.
The CJ1AIRAAN. }toughtly lhat woul(l lbe about. $260 million.
Mr. Fj(,:oTE'. About, 40 l)erceit, of our business is by direct purchase

or (Iirect, slm , nt or through our stores system.
T1h0e Ci AIMAN. Over half it billion are negotiation ?
Mr. FIOE'E. res, tlat would be about right. About 80 percent of

the dollar volume of these other contracts just don't lend themselves
to formal advertising. However, a sizable portion is contracted for
through conll)eti tive, negotiation .l
The CHAIRMAN. Of course, that is the argument of the Defense De-

artment, that the contracts don't lend themselves to competitive
adding.

STATEMENT OF C. D. BEAN, COMMISSIONER, FEDERAL SUPPLY
SERVICE, GENERAL SERVICES ADMINISTRATION

Mlr. BEAN. In the case of tires, Mr. Chairman, all of the companies
in the United States who lave capacity to bid are on the schedule.
Everyone participates. We ask for competitive price bids on an in-
formal basis by writing them a letter: "Vhat discounts will you
give us?"

When we have received those, we negotiate the balance of them down
to the lowest, so that we get the best price.

The CH AIRMAx. Do you find any differences between the prices and
terms which the various tire companies offer?

Mr. BEAN. There are some differences when we ask for informal
bids. There are always some differences. We are able to reconcile

4 A~r "
Im
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t-hen through negotiation, so that the high one comes (town along
With tho others.

The Ctt~itrifAN. Mr. Floete, I appreciate these statements. Our
tie is sonewhiat limited. 1. have going over your prepared snitement.
It is larply description.

Mr. 14 I,oi,'t. Ye S, si r.
'The CulAIRMbhN. -1 woul like to ask you it series of questions. One

question is: What im)rovemnts do you think could be made (a) in
the l0)e ureient policies of the 1)epart.ment of Defonseo and (b) in
other prolurement, activities of I he Iedoral Govermnonti

We are tr-ying t~o 1)0 Co1nstruc1tive.
Mr. T.ii. The growth h of the GSA stores procurement has ben

constant and steady. For instance, in 1950 we only had a procurement
of $26 million. Now it, is $150 million. In 1951 it. was $96 million.
So the growth has been steady. About, half of our l)imhiess, or it
little over half of our business, 1N0w coies from the military (lparut-
nmrts, and about half from the civilian a1'encis.

Weare constantly t-rying to dtwelop rtIo'uhtr s.l ehs with the (,ivilian
agencies, and 1 thll i it. is obvious that, ihe growth h with ira military
agencies has been very snl)stantial. We do not. llieve liad. at tei )res-
out. time we are in a position to very much enlarge the iyp of items
that we supply.

We only supply 9,000 items. 1We stock those in our various stores.
It is t-re those cover administrative items, hn'gely. Of course, that
coulh be Ox )anded. But up to date we hive attempted to develop
that part icular business rather than enlarge the field except, in a few
isolated cases where we had requests from the using agencies such as
we did from the Air Force with reference to hand tools and also from
the Air Force with reference to household furniture.

WeT ofer that service always to all agencies if they want to use it.
But by and large we have felt that in our stores program, for the mo-
merit at least, wie should stay within the confines of the categories of
items now stocked that we handle, I believe, very economically and
efficiently.

The CHATUNMAN. Do I understand that you buy around $450 million
to $500 million worth of supplies for the Defense Department each
year?

M r. Fr.orm. I think the percentage is 68 percent.
The CHAIRMAN. That is not far from half a billion.
Mr. FLrow. That is right.
The CHAIR'MAN. What are these items that you purchaseI
Mr. FLor'rE. A great many of them are in these Federal supply

schedules. We do handle hand tools, household furniture, office furni-
ture, office machines.

Mr. BEAN. The Air Force takes the entire catalog, both domes-
tically and overseas.

Senator SPARKMAN. Mr. Chairman, I have a 12 o'clock appointment
and I must leave. I just want to ask Mr. Floete-I have read most
of your statement, although I have not read it all-do you discuss the
matter of the machine tools that GSA has?

Mr. FLOET. Only in passing.
Senator SPARKMAN. Could you supply us a statement on that?

The only ones you are responsible for are those that are turned over
to you for the industrial supply?
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Mir, lI'.OEr',, 'Iiim t is riglt; Ithe iI(lshrii l re;.3rvo.
80110tor ' AStKMA"' I won(h0r if yoU coud give us It Inerormidurn

thIt; coid !o inlel(Itd in te t'record to tlltt, effect.
Mir. WilJ~)'r,, (Uadly. ''lhit, lilas bel it. growing business, We litve

beoll ge tilig inore of thloe itefls (heLtred excess lby the )eptArrrient of
I)efeiso and wo pIt, hiet i in stortigo .; Wo itro rCquired to do so.

('I'Ihi inforiniatioii referred to follows:)
0lNEIaAF, SritvovneE At)mN ITaA'roN,

1Washilnton, D.., 1'ebruary 1, 1960.

(7h/airnon, 4ub oii in itetE:. on Deff i);isoe I'rocurcinmnt,
Joint Ileonontio Comtm1t1ce, U.IN. Senate, Vashlngtolm, D.C.

I ) 1%1 M. (1IIAIRMAN: As re(Iusted by Henntor Hparkman at the subcomininttee's
]lenrilg oli lk, n suninaflry stt(llelt on ftie National Industrial Eulip-

eiiiti l(,eserve( Is (,ii(!IoHse for Inclusion in the record.
Shinerely yours, F'UANTrIu FOV.Tior, Administrator.

NATIONAh. INIJI'ITRIAI, ]HQUXIPMiNT IlnlsVIav

Tho General Services Administration maintains a reserve of machine tools
and other Induhsrial znanufacturing eqtlipment under the National Industrial
Reserve Act of 1148 (Public Law 883, 80th Cong.)

In accordanco with the provisions of that act, the Secretary of Defense
determihes the machine tools and other Industrial equipment to be Included In
the reserve; establislies the standards for preservation and maintenance of the
items In the reserve; and directs the leasing, lending, or disposal of Items In the
reserve. As directed by the Secretary of Defense, the General Services Admin.
1stratlon receives, nalntains, and (isposes of the machine tools and other Indus-
trial equipment In the reserve. The act limits selections for the reserve to excess
or surplus (Jovernment-owned property.

The reserve Is Intended prinlarily for expansion In an emergency of defense-
supporting Industries such as manufacturers of ball bearings, gears, tools and
dies, and machine tools. Vach of the military services also maintains reserves
for current or mobilization requirements of direct military contractors and pro.
ducers specifically designated as mobilization suppliers.

The reserve consists entirely of machine tools and other Industrial equipment
selected by the Secretary of Defense from lists of such property declared excess
by the military departments and other Federal Government agencies and not
required for the reserves maintained by the military departments. The Secre-
tary of Defense also considers requests for leasing tools in the reserve and
requests of nonprofit educational institutions or training schools for the loan
of such tools and directs GSA as to what action Is to be taken on such requests.
The Secretary of Defense regularly reviews the items in the reserve to assure
that they continue to be required for the reserve based on determinations that
the tools would still perform effectively In an emergency, and he directs GSA
to declare excess any tools no longer required.

The 4,990 Items in the reserve on December 31, 1059, Included 18 Items on
lease and 78 Items on loan to an educational institution. Of the total items in
the reserve, approximately 4,700 items were general purpose metalworking ma-
chinery, and the other 290 items were materials handling devices and miscella-
neous production aids. The Department of Defense estimates that new selec-
tions for the reserve will be 3,000 Items annually in fiscal years 1960 and 1961.

Loans to nonprofit educational institutions or training schools may be made to
equip Industrial education centers as complete entities when the Secretary of
Defense determines that the program for which the equipment is required will
contribute materially to the national defense. In 1959 the Secretary of Defense
approved the first such loan, which covers 78 Items having an original acquisition
cost of $417,838.

'~i~ I-~y~~?~"
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8N111It of itlwal loidw.ilrbiul equiIpmnpit r~.esere (in of lie 'I 11

1. 1 t'))) li t NIK I m14ii Dee 31i 91I01NO 4, MiR) 24, 102 $41), 39 1, 7.10
2. 1 t,1u'4 (III tIiit III I 11w. 'it, N MI3) ( e tio 111 . 13 t1011 1l(1l, :174

II OI, y 111t, 111tio tir roird ti ut N IF.~ It wirtihows tillI lii, .1,.
I11M) AMt 4, 4211 ), 281, 30A,

A Dvtit3l 1uu i''iui, fi '%t)i1)I ~ t , ..... .......... 2H, 701

S0111001- Sj1Alt1t AW. T 111111 50'1'y to go, Mrl. ('1111i IPll at.
Th1110 .01flMA N. 'T1111111 youl, St'tititoi SptI'ktiittti111.

US~A AUITHOITY'' t)VI-Il DISPOSAL

vit ii (hIleI'a1 Ser1vicesF, thalt. yolt wV1o givoil gettet'all po0werI over'1'

AM r. 1"1oET. Yes 0sit': 4x t'Jtihat- ptitifitlar section of the act, which
provided, 11of wit list 1111lilig the ti'1'1115 of 010e Cut, t~hio 'Seel'triy of
DefeulseA t'oiild 4'xelli)t. huimself froil 01t op4eration1 of 1.114 aide.

'114 lit't. wits hilissed ini 1111), 1111( I hehiow it, waIs al.11, 195(0 thit t010
Seer4'ta1'v of 1)efenuse( 4114 lsk for oXelniptiohl. Om'1 legal (01llls1 is
hierv, lIto ('fll ('0i'Qt mie if I [lilt invo'0-I'Q(t, hi'ri. I'4hiti WIS itllied.

'ioh CHI1lRAKN. Ts it. not, h-t1io t hat, PI'esii44'I~t '111i.11 issuted all
l'xevuiirt' order dihat. Defeuws' wits not to hitivoe 'Xt1li1ti011 V

Aft. FLOToE. '1'liiS is Aft'. Mfacomhier, o111' Ovenerl Counsel.
tP111e CIRMAut.IN. T told in miy hand Our1 staff report. wich'l gives a

diet iv' froml Presi (le1t "'ilian ldated( Jul'y 1, 19-19, wIMh (elliell to
thl evrtr ofDfense theo power of exeiuipftig theo National Mili-
tary '4lstabhishiment without. thle approval of the Thre'sident;.

Mr. II'TowTE. That is c01'1'Ct.

PiSE;vNoF OediixvANCEs ij1% AN; 11IRECIVE

Thie Ci1TAIAnV.%. Is it true that on the 8th of June 195i4, President
Eisenhower in another Executive. order canceled the, directive of
President Truman. and therefore permitted thec Departmnent of Do-
fense to exemp)t itself f romn the provisions- of the act?

Mr. FE. Yes. sir.
Thle CIRAMM~AN. Do I understand the answer to be that that is true?
Mr. PFi.ovwnm Yes: that is correct. Subsequently the Department of

Defense did exempt itself as to transportation matters covered by that
section of the act.

DOD) EXEMPTyS ]ITSELF

The CHAIRMAN. Inl what. specific instances or areas has the See-
retary of Defense exempted himself from the application of section
201(6) of your act?

Mr. FLOE.TE. Only in that ono case-transportation.
The CHAIRMSAN.%. transportation?
Mr. FLOETE. Yes.
Thie CHIRMAN. Land or sea?



Mr. F',to,"rE. All tra4ltrttion.
Th1e Ctt'itutliN. Whitt, ill yoM' jilgilenl, ha1tve Ibeit, ihje (otsl'llle'nicw'

of tillis es jll'it i(l?
'vl'. FLtO'i'n, Shorl'y Itfter ali, time, GSA and the I)epanetment. of

i)efetis (ilt4red inito tf1 tee agieetiets wiicli )'ovi('d the GSA wotild
lpldy 1ii iteitis of office fitIliti i' e and (41(fill'ent, all papl'' pI',odtlcts,

anofI ,t)lil'l Ii.ills. WIe hiive I),'eii ol )(rldting il t1111 ever since. 'We
have iiei'(,tsed olli' l)1lleSiI' w Cith 0 the l)ef(e0,1e D1)elMrtnteltt VeI'Y Mlae-
rifIlly, its I sitl l)' efore.

I sil )mse, Mir. (1liirilliill, tlttut, under fhiH at we could say to tli
I )epl~tl't lettt (of i )e 'tlse, "11 Il'e goi fig t(9 i h tille Ill ifmis of it (Ae1tain
ii i l'.

9

The Ct 1 1I, IAIe ,N. (-!OtiIllt)l-IlSe itil'ItS.

Mi'. 14't~i:'t'l,;, As tnt ,x(itiiple of I0h1t; yes. We could sly Illhtt. I
Sliplose linder h'lo t h, ill Ser(etariy of D)efeinse cold1 sity, 'No," an(
tell Clio IIIIIt.t,,' volld.( go to the Pies1,idelit for (lCiSioti.

TIM (I'l IAM1A N. Who lilts fin,,iily iad le a rui hg that, the Depa't-
iieit of )efetls citi eXemi)t, itself?

Mi'. Il.,)'i'i,. Yes; itt it, wol(1 come l) 11 its a specific case.

STATEMENT OF JAMES H. MACOMBER, JR., GENERAL COUNSEL,
GENERAL SERVICES ADMINISTRATION

M'r. MACO(,MBlt . I think, Senator, thait t he wity the matter now
st 1(18 is t,hat, Ilsi(Jent E isenhower's ltfer in'e'ely retracted the p~re-
viots (ire'eti ye I it; the I )epartnent of ])efense was not to exempt it-
self7 havingg it, open for the Secretary to claim slh an exemnptioi but.
Hill)h ec to tin appeal, s it were, Iy the Administrator to the Presidlent
un(ler the ingtia.,e, niless il(l, 'i)resident shall otherwise direct.

'le ( lt,\nnt, N. SUippose Ilie Secret ary of * )efetise decided to take
away the lanltoll I)uislless, wlici I Ilnderstan you manage for them.
What Would you ht a(lut that ?

Mr. F Av,'T.. We wot hl olject.
The ( AlA1 1 N. IA4 the replorter note there was a significant pause.
Mr. fL,TE. I kitow this is a controversial point, Mr. Chairman.
Setatoir .1,%viis. Would the chairman yield?
TIe (hIxAlIMAN. Yes.
Senator JAVI'S. It seems to me when titans clash there must be a

significant pause.
The CIFMMAN. I was not giving any derogatory connotation in the

slightest. I merely wanted to have the reporter, in the record, show
there was a pause.

(SA NOT AWARE 1lOW NEW DOD SYSTE31 WILL WORK

Mr. FLOETE. We do not know there is any movement afoot to take
that away from us because we do not know how this new system of the
I)epartment of Defense is going to work. We have not been advised
that we are going to lose that business.

The ChAIRMAN. Have you heard rumblings?
Mr. FLOET.. Yes, sir.
The CHIAIRMAN. So have we.

IMPACT OF I)E'Fl,;NHE PRlOCUMOEMIMT
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Now may I asic this question: l)oes the (Ieneral Services Adminis-
tration Act vest you with authority over the disposal of surplus
properayutort %

Mr. 14'IA)E. generall authority; yes, sir.
The CII^uRlAN. 1 lave you delegated authority to the Department

of l)efeinse for the largest portion of this disposal1
Mr. W1ioi'rie. We live.
The CIIAIlRMN. Why did you (10 that?
Mr. ,i rlm. I was not here at the time, but I am sure for the very

practical reason that the problem is so hugo; the GSA would be
absolutely Unable to cope with it.

The CiAi IIMA N. Do you t, hiiuk you should reconsider?

UtA UNABLE'i. TO IIANI)LE SJIlI'LU8 DISPOSAL

Air. FLOETE. There is a matter of storage responsibility, and ac-
countability running into billions of dolhars, as you know. GSA
jUst does not have that capacity in my opinion. We feel that we
should do it and we are doing it as to tie civilian agencies.

NEE) FOR 'MORE UTILIZATION OF SURPLUS

We believe further that we can greatly improve the position of the
Government by seeing that there is better utilization within the
other agencies of Government and a more aggressive donation policy
to State agencies so to use up a very substantial mount of this surplus.

We have actively gone about that and instituted a new system which
is already producing very significant results and will increase both
the utilization by other agencies and the donation program
substantially.

The CI[AIRMAN. Am I correct in understanding that the disposal
program is greater now in dollar volume than it was during the days
of the War Assets Administration?

Mr. FLOETE. I understand it will be about $10 billion for next year.
Mr. BEAN. Your statement is correct, sir.
The CIiA1 1WAN. What puzzles me about this whole thing is to have

the enormous volume of this material which is being sold off each
year at the same time there is a tremendous volume of current pur-
chases. Cannot a large part of this material which is being sold, as
we have seen, really at no return to the Government, be used so that
the volume of current purchasing can be reduced and savings effected?

Mr. FLOETE. We are attacking it on just that line, to get greater
utilization and greater donation. A great proportion of this so-called
$10 billion excess is made up of items that are not usable by other
agencies or even by the States. This is all at acquisition cost. It
includes such things as B-36 bombers and military weapons of various
kinds that have no further civilian use.

I do not think you can generalize and say "Because there is $10
billion, there is so much available."

The CHAMMAN. I believe 40 percent are items which could be used
for civilian purposes.

Mr. FLoms'r. Forty percent in dollars?
The CHAR AN. In items.
Mr. FLOETE. We do not have that data, sir.
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Senator JAVITS. Mr. Chairman, I would like to be excused. I have
someone waiting and'I have to get to the floor for the debate on the
poll tax business.

Mr. Floete, I know I join with our chairman in appreciating your
presence here and assure you that I will certainly study the things
you have offered. I hope if we (to have some further questioning, be-
cause the Chair apparently has quite a list of questions, that we may
have another opportunity perhaps by inviting you here or going to
see you.

Mr. FLo1,11T. Certainly, sir.
Senator JAvrrs. Thatik you.
The CHAIRMAN. Do you find the Defense Department disposing of

clothing items, transportation equipment, and so forth, which could
certainly be used by the Armed I orces, particularly in home stations?

Mr. Ieo's. I think that the Defense Department would have to
answer that, because they are items which are not reported to us. Is
that correct?

Mr. BEAN. I would presume so.
The CHAIRMAN. I still do not think you have answered the question

which I raised some minutes ago: What improvements can we make
in the whole system of purchase, storage, supply, and disposal.

Mr. FLOaT. We feel that we should continue to handle the line
of items that we are now handling, that we should enlarge that as we
find a field where we can handle it expeditiously and economically.
That goes for both the civilian agencies and the Defense Department.

The CHAIRMAN. What specific items do you think you should take
over?

Mr. FLOF.TE. I think it is more a question of what we retain. I
think we should retain all common-use items.

The CHAIMAN. You are afraid that yotr present list will be
raided?

Mr. FLOETE. We do not know, sir. We think we should retain the
common-use items we are now supplying and the machine tools.

The CHAIRMAN. What about handtools
Mr. FLOEE. Hand tools; yes, sir.

SINGLE MANAGER FOR IIANDTOOLS IN DOD

The CHAIRMAN. Is it not true that the Department of Defense is
setting up a single-manager system for a category which includes
handtools?

Mr. FLOETE. Yes, sir; they are.
The CHAIRMAN. So although you have not been formally notified

by them, you are aware of the administrative action which they are
taking; is that not true?

Mr. FLo~mE. Yes. But we have not been advised that this single
manager might not make the same agreement with us. We do not
know that. He might say to us, "You handle the handtools."

I have a letter here which we have addressed to the Department of
Defense that states our position on this quite concisely.

The CHAIRMAN. That is what I am trying to find out from you-
what your position is. Could you read the salient paragraph?

Mr. FLOETE. Yes, sir.

'Pik PM -W-01
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We iiiareelitte, the. opporitinily to furliil flntit on Iteiim of literevl; to (UHA
for onhideratlot by inkgle inlitingerm iln dtteriin1g inothotl of tiiply li1
gtuieral uiud industrini stilililes for lthe l1itry Hetrvh'e.

itat covai's umost of tilt ite1ms1 we aro tilkitig without.
Most tit the |tenl ti lt% enlhegolrle. utnder' W11dy i11re coniuluelthl lit ninture.

'I'lley Jim1t' li,'d extellslvely by (,Ivli 115 well lts 1iiliItiry igetle,,. (tIA ltisti 14t -
Ilort OvIi aeigQie* tilt iil1,0t Itom ind has btein provhlig igiltnitlhl liptort to
tlt' 1iillit11ry s'rViu,'. Oin imIiiIy Of thit'Ih.

tite'lr it |oihl intll o ih , governmlleit wite, of thiv'% cl niil I-4ti 11h I olS ( m 1111)li
olvartI obt hhlitii tli' optit,.i it tei'iVis of et' oll il i itiod etll t'i'eiit ll e y t pily

'4iiiiliorit NVitt'li is 411 oiti .iljt''tVt'. W O't 8t i'oligilit'lit'vtI 11nt1flit' 410hit'Ppt of iktfE--
grl tih ' 'edtl11 tivil 11114l nillt a ry iupply iupliort ithotild lie it HIgnlllcnit e'oi-
14ihlei'lmlt 10 

• 
by lit' s111Sigl militagerHi InIt itiiikiig tli'ir dtlt'tt'ihq int ions.

'he lintertllptrtiieitt it p'ot-1lleimnmit. 1M1ig111 1t it utf olflbt 01 111)IIV'5, ttllt'ue nU -
tiinues niit ftirniture et hlllled (M1SA asm tlie singlI ltyer for lllie 'otiiiotlllt les.
This Is i eont'ielit tillt we tluk mikould lie nllied to (I' Itenlm IhoW under study.
Wo I-tiitied tilli|ort. for ti' Air Foreo of Ia najor 8egileiln of their hiuitools
ail hon-shol furniftkir on short notit'e iid tre ow rendering ellikel't He'rvive
onl thi'Re Iteills.

We feel v'ry troligly In tlie arel of olminer'il-tlyl)e coti liiiumll e I telm GIMA
antd ilt nillitary sliollhno t'oili1te with emeh other In the inarket. Our record
of Iterforuminle lit supliortbig nilitry servicin; on sich lni soul result li
tdtsigat.iom of USA by tlh single mnagers im the 1tipportiig ngeiiey for siehit elul.

ThIat, is our1 position, sir.
The COTMAN". Do you not have the authority to c1aiIn this field?
Mr. FioE''E. Yes, I 1'hiikVt we do. I thiiik it, is better to exercise it in

a jursiiasive imerltii' such Its this tht11 otherwise, unhlss tfhtt. is neces-
sary.

,trrr'i'. OP, hl~li,\lr o1 'I'l.,l IWIKI'r

The CMal~nuMN. What is the attitude of the Nireau of the Budget,
on this matter?

Nr. TI.Or.F. I canOt speak for them, sh'.
Te CnA11R,1AN. Did noti the Bureau of the Budget write the Eisen-

hower letter in 195.1?
Mr. Ft.or.m. I am not certain who wrote it.
The CI.AIRIMtxN. Does it not normally p1erformn those chores?
Mr. FtoE',. I do not know who wrote it, sir.
The CHIA N. Then you have no really constructive suggestions

for improvement. You mi merely want to liold on to what, you h ave, but
no0 suggestions as to how you" can improve, the quality 'of your own
service or how other agenci'es of the Goverinment could improve theirs?

Mr. B A,. The part, of Mr. Floetels statement that, lie just read,
which I think is very significant., is that "We feel very strongly that in
the area of commercial-type and conunon-use items thiat GSA and the
military should not compete with each other in the market."

It could only he on that basis that you would ha ve to make assign-
ments to one or the other. Ve feel that competition in there is not in
tlhe best interest of the Government in common-use items.

Mr. FIoLEm. We are constantly trying to improve all facets of our
management and, as a result, have reduced very materially the cost
per hundred dollars of handling. We constantly attempt to improve
our buying procedures so that we get the best we can for the dollar.
We give due recognition to small business.



IMPACT OF DEFINHl PIIOCUIEMENT

(IiA (lIVES "I1El'EI1IENCF TO LAIBOI HURI'LUS ARIAS

I h1e1ar1d the discuission earlier this inorning, but as far as GSA is
coICOollflII oil so-ll,-Ilsid lj)Ol1'/ Is, llS, wO hive It, direct, pr fernce, for labor8Ur'lhUs arleas. That, is flih No. I ill 111y .se -aside, tonil busil.,ss ill
labor SIiplius itreulh. Next., lily bullsiles in it libor slrplis it'ell.

IIT°Y-IAIUtIT 1'I1lAWINT OF, iPUlRClAHE1N1 iFRiOM S4MALLI 111111NES118

We follow thltl, policy very carefully. Fifty-eight i renlt of our
dollar pircliitts Jlst. year wele froili si1ill busines."*, .']'hat, conimptres
with, I tIiiik,419 percent tho yoeir before. I tink it, is tli b'st, plerceiit
wo 1i11.VO had.

'i1 UCIIAIiMAN. As a general iatter do yoYu tlink that the per-
colIigo of pillrclases 1) coinpetitive bi(dding oil tle part, of h1l De.-
feliso D )oprliet, 8110111d be ilicielsed ?Mr[l. I iOEis7'. WVIIIi,. iS it nIow-i1. lioc'eil,

The CHrAIRMAN. It, is running 13 to 14 percen-t of dollar volume by
coniu1)eitive bidding, and between 86 and 87 percent oi negotiated con-
tritcs.

he figures which the Senator from Alabania read into tho record
indicated inat almost Iialf of ties negotiated contracts are with one
single fiini.

Mr. FLOETL Sirl I do not. know tho exact problems of the Depart-
niont of Defense. 1 think they are different, from GSA's. But I
would cortailily iike every effort to iave a bigger percent of direct
conit))titfion where it is possible to do so. For instance, as you know,
we (to a certain amount of public construction of new buildings and
we do a groat deal of repairing of old buildings, and over 98 percent
of those contracts are by direct, competition.

Wo stick to it religiously. Even in our i)e.tense Materials Service
where we handle tie stockpile, to the extent possible we have direct
conult ition.

The C AIMAN. Do you find that very frequently you will have
identical bills from divergent suppliers? That they all 'Como to the
s5101i figu re ?

Mr. IIEAN;. Not very frequently. Once in a very great while.
Mr. FLoiTEu. There is a lot of competition in the stuff we buy. We

get lots of bids.
The CHAIrMAN. Do you purchase cement?
Mr. BvAN. No; not as a usual thing.
'rho CHAIRMAN. You said the bids were different for tires.
Mr. BEAN. The initial bids are usually different but then we ne-

gotiate down to the lower point. They are not ail the same. No,
indeed.

The CHAIRrAN. Mr. Macomber, I wonder if you would read section
201 (a) of Public Law 152 into the record so we may have it.

Mr. MACOMIER. Yes, sir. Section 201(a):
The Administrator shall, in respect of executive agencies, and to the extent

that he determines that so doing is advantageous to the Government in terms
of economy, efficiency or service, and with due regard to the program activities
of the agencies concerned-

7 X
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(I ) prirbo poll'l) ohmnd iothopih of )n'oeiireinolt tid supply of ji'ulIi
lproplorly i11u|t tioitswrimll~l| txorv'cem, Inclattlilg rolitted fillomhll "tiih InH 'on.-

1i1'l 11mg, 111141100 011, i4tn'4g10, Iilllo, propolrty |dleltlilentlo1, itId tli liit o1,
I.i'i~llilil'i' hll ~1111i1l tli- 1lo i ull gtll gelluie t,ll i t of Il l I ile i ly N1o vle ',H
lttld ropll tling lild -oimvor~llig ; li|d

(2) ollol'1l1o IIIII uiftr eolloutltlhul with the oxlelltlvo Iligolielm iif'etted,
4O-llmolillt, tulike u)'r or nlIrlligO for tmo oljnillltol i by lily t'xetIve t g olley
of w\IIr' liotist, sulilily t'lotei'r, r1tltlr mIhoipS, fUiel yarIm Imid olitr hiiiihir
filell st, ; 111114

(3t) proiw id mIUllly per oinli, property liill l1iOlr140olilli iterv('vm for
thlo iso of exoelitiilvo ll il III Clio proper dialhimrgo of their rtepotisiimlllit ho4,
itutd Iierforlii ftiiwt 1hils roltilhig to prot-',rvmitit lnid Imllyy 14i(,l1 li thotos
ioiitid iltbovo Ill itiiriigriiph (A) ;I rovltd, thit. coillroeitH for puicll t itllty
servles 1ily IKm nde for perloldl not exeei thilg JO yeitr

(4) %vitl roslet t to raiisli'ti t Ion iiid ,ttlir piilic tlity imorvhe.'5 for
the lilso of oxktcll.ivo lilgiehtIN, rolleeltil. Hitch iigliteh III h iegot olhiltlii with
ciirrhr it id other pulilll tiflles ind in proeidlint hivolviig carrh!rs or
other tuibltic-

lSA ANSUMPION OF' AlIT1IOIII"1Y

'1110 (11MlIMUAN. I t itik that1IS lt(ijlate, M'. MiCOlilbi'. I would
now like lo ask Mr. Plo(te whe'llter you have taken jurisdiction over
these Ihl ill which llowlis W'11 gr iteild yoll by t li)i-ic act?

Mr. ,L,oV'rlE. Yes, we ha1vo l iken jurisdhetion ovtl eth oiet of thei
to i Verit il extent..

The (111A IIAIAN. TO what Otnt?
Mr. FI.ovi'I',. It, is all a matt er of degl'e. In the lield of transliorlta-

tioll an(1 ulbllie. lt.ilit.iesi wo lro)iVSolit. executive agencies in hearings
Nfore rtgulitaory boards. ro We very aCtive in that wherever we
think the governmentnt, as a user of thosei'vilo, is involved.

WVe plead iii the hearing wherovrir it lany be. 1 tIliilik we have had
Sonic material Su(evess hi a recent. cnse with the Amnerican Telephone &
'tehe'raph co. last, year wlit we at the request, of the Air Force inter-
eedei" in the so-called SA( OE mattr, with lt result, that the cost to tile
(iovernment was reduced about $15 million a year under contracts
which may rin as long as 1! yetrs.

The CIi,\IIMAN. $15 million a year?
Mr. Fto'.. Yes, sir.
The CiAIiIMAN. For each of 10 years?
Mr. FiloTr r. If the contracts run out as thy are now signed for.
The CHAUiMAN. I could not hear you. $15 million or $50 million a

year?
Mr. FioR-rE'. $15 million a year.
The CHAMAN1,\. So the "total potential savings would be $150

million?
Mr. FLo-xE. That is correct, sir. That was a hard-fought case.

Wre participated in it fully. We have other cases of a similar' nature.
I think we have discharged-I do not sy it, is fully discharged;
I think we could go much further if we hag the size an'd capacity to
do it-we have certainly gone ahead in the field of common-use items.

We have established 10 depots all over the United States. We
have an inventory in them o about $51 million. We have a, good
turnover. Under Mr. Bean's management--he has been in this kind
of business all his life-we have greatly reduced our cost. We think
we are giving efficient service to all of the agencies of the Government
and at very much less cost than they could procure it individually.



IMPACT OF DIEFIENSE~ PIOCUREM0NT

We were charged -with Che responsibility for the stockpile. Thiat is
a vely large latitAel'. It 11118 a1bOut $8.3 billion cost to the United
States. It, is sto'ed in about, 217 warehouses, many of which are(hovermuieat-owiiad 01' leehig 10 the military. We are just completing
an iInventory for I he fir-St. ilm in history and are very happy to say
Sliat, the ateual inventory figures coinci( o very, very close y with the
book figures.

As part; of thiat inventory tlkint wit. WaS necessary to repackage and
rest.a(,4c this very valuable sto (,I)ih , and that has been done as a part
of this program. Within 1)efense Materials Service we lave con-
stantly tried: particulrly in the last, 21/2 years, to reduce the Govern-
ineti( '5 liailit.y tln(el existing contracts.

The (hIAIIIMiAN. Thank you very muchll, Mr. Floete, for coming.
Mr. F rhani'. Thank you sir.
T'Ihe CI(IAIMAN. W'wili recess until 2 o'clock this afternoon.
(Whereill )0, at, 12:30 p.m. the subcommittee recessed, to reconvene

at 2 p.m. tte ,sanie day.)

AVrIINOON SESSION

The CIAIRMAN. The committee will be in order.
We iire fortunate in having with us as witnesses this afternoon Mr.

]Richard .J. Newman and Ray Ward who are members of the tem-
porary shail assigned to the study of defense procurement. We are
hapya to welcome back Senator O'Mahoney, who has been the leader

in t is attempt to have the Defense Department follow proper pro-
curement policies.

Senator O'MAHONEY. I was just a little insistent. Congressman
John McCormack and Congressman Curtis have labored very dili-
gently for this.

The CHAIRMAN. I know that.
Representative CURTIS. Senator, lest this get too far, I think we

have all been very deeply concerned.
The CHAIRMAN. I want to say that Congressman Curtis has been

very active in this field.
Would you gentlemen proceed in your own way.

STATEMENT OF RAY WARD, PROFESSIONAL STAFF MEMBER

Mr. WARD. Mr. Chairman, my name is Ray Ward. I am perma-
nently assigned to the McCormack subcommittee of the House Govern-
ment Operations Committee and, as you know, on temporary loan to
this committee. I wanted first to clear up a matter that was discussed
this morning with respect to the General Services Act, Public Law
152 of the 81st Congress. That act was considered over a great many
years before it was finally passed on the first of July 1949. The most
complicated problem in connection with the act was the relationship
between the military and the civilian branches of the Government.
The military was so large as compared to the civilian that it was a
real problem as to how the two would gear together in this common act.

51686--60----5

~*



liAt'K(IIOINI ON (l~ ~i .HEH'1t'lH ACTI

Viftol- 2 veiri of Iletgot'iiitioii hacek 1111 fo-Il iat. (ilexvlv' olliVm
Imet t ho 1,4ederall lojltily At of 19)18 was~ I'Ql)tbl td by ti o seOitIIII
V, xpeiiuit'l ars CmA IIIit Ite voil. wVa1M iot. iii't'tIoil ill I in, loalso, nod Iitti
()It AvIli lioi 19)49110,d itvi '11'1( C cue ), wo Ilt1il 13 Nvorhke old, Ivhalt. is
ltownl its section 201(n). "I~i-oi)ltt iiia.11uigoliii, jIiociti'viiieit,
warlollotsig aIt'l milated aet ivit its," Tkiech is I lie vort' of tilt% aId.

I wanlt. to n'el.t to 11111t. ligiil, a11i1d, if I maily, NI r. Clilti 1-11 r ill a, II 010
wiholo seci'th)1 ill tho 've'olrd.

('l1ut1 iuteri-ld refelr'td to follow-s:)

i'1oitMIRENI, NVA11IEU OU Mi NO, A ND RL.ATED~l ACTViT'L'S

Sr~v. 2111. (it) The Adnillltritor ithail, lit reslivett. of' ci~etlle uuigmiits., tind
to thl)e xtenit that Ho' de.teillilletIhlt so diig IN4 idviut ngi'oll 14) t ho (Ioinll-
nIent ill teiloi ottit tiolily. oiilivy, or Morvhi', lilt([ With 1li10 ri-gird (Al t

property andi lioniieisointl Servi'es, Inc-ludting reiiteid fimon m Nuch Hits con-('0

tiact iliif, inspect toll, stol'llgl, Ismilt', propolHt iIet'it ol l 11114 chI liii ciH 11iill 11,
t ratiliori't on anid t ratili' inaiu~goeileitt, ibhingeniullt, o1f jpliile niitIIity twrvictim,
aind rtipairiig andlt converting; mid11

(2) opei'att, and, ath'i' 1'onllillol NN1 it i lt,- oeitiv lv igetiit-t' 11flected,
tconsolidaite, take ovor, or trl-1111gi fin' tM0u oIperalion by 111y ext'Cl1at lIgi'nc'y
of wirelloliseq, 811u1111y tonfors, retlmil Shopbjs, Not iilIH illi otlher siuilliir
failitles; 11nd4

(3) procurot otud 8njpply persona111 pu'olicity and1( uionibj i'l'HI.l 5Ql'vlc for
the listit ofexet'lltivt' iug'iitli'sI tilt' proper4'I msiragi' or thir respibillit ies,
and11 Ieirfornli fiulltiollS reilated ib pri'titibtt midi Siulbply s1uc t'1 1 tho~o
Ineuitiouied above lit sunpa rhgritpit (1 ): Provided, Tlnt i'oit rncttK for pitblie
xitility services nutiy Ito inudte for periodsm Iot exceeding tell years; unil

(4) within respect to traliliporttln ou ld other pbliiltlity mtirvivt'm for the
lust' of execilt lye a genicies8, i't'1b1't'it Stich igtlicies lib ult'got lilt lolls withl
earilers andl other public uttiItles and l it jpl'tt'etdings Involving earriers or'
other putblic utilities before F'elterinl 14 tate' reglilibtory boiles

P'roided, That. tilt% 'eertariiy of Ih'ft'use, tuuty front 111111 to tInme, tinl iunlt'S the
President dhil otherwise direct. exemlpt till' Na tionllbIM 1 411Wr hEstaublishnintt
from action taken or which lulay be taken by thlo A(IinlStrator under clauise

(1)'. t2)., (3), and (4) above whoevel' he determinues sitci exemphtion to be In
tte best Initerests of na~tinl security.

(h) Thlt, Adninist rator shall as for a1s pr'acticable provide tinly of the services
specitt(4 In subsetion (a) of this soetioll to ainy other Federal agency, mixed
ownuer,:hlp iorpioration (as deflned fl the overnmient Corporat ion Cobntroi Act),
or the DiqtrtIt of C'olumbia, or the Senate, or the 1101180 of Repr('sentltivos
nlbofl INs retqlest.

(e) In acquiring i1ers~onal projwi'ly, any executive agency, under' regullatIons
to be prescribed by tho Adminilstrator, 111113 exchange 01r still similar items anti
may apply tile exchange aillowanuce or proceeds% of Sid1e in siu('l calst's Ill w1hle o1r
ii 1Kirt payum'uit for tile property acqluireil : 7'rorided. That tiny transactioni
carried out undlier tile authority of tils subsection sluall be evidenced Iit writin~g.

AUTH1ORITY OF ADITNINSTRATOR OVER COMMON SUPPLY

Mr. 'WARD. ThPe act really gave the Administrator authority over
these common supply areas and other related supply-management
functions-procurement, contracting, inspection, storage and issue,
trainsporta-tion, utilities, and so on. It also provided that thieSecretary
of Defense could exempt his Department where hie thought security
was involved unless the President ruled otherwise.

IMPACT OF DIOTMNHI-) 11HOCU1114,M11INT



IMPACT OF DEFENSE PIoCUREMENT

IIIEMI)IVNTAl, 1)IIIE'OTIVI

It, w1 k1nowIl thathere were Honl)i d irectiVse ill th making so when
PIri(hult, 'l'riiin 1 iil H (I th a;, 110 wrote it letter to the Bur(ieai of the
BdiIget, fid Ito tli (hvall(Iil ( Svi(.es Ailninimlr.tiioi m1(I the Nationl
Military tiltALIlinint ing in effect to fts Secretary, "1 don't
w1,nt. you to exemt), youree f front thi8 act." lie told t,le11 all to get
togeth-er and work out VIhat, Was V IC(nownl I al area-of- uder'tan1i lu
progrant Ietween tlheni with regard to all of thee (Y)Jfl1tonl facets, ard
the re ite a great many of thumi, Mr. Chairnian.

Thi4 1 'IsidemOial ( irecl,ivo iunsti 1,ut1d the lrogran whiCh coV(,red
8 or 10 or I2 facels of nilp)ply management anid te program moved
along fairly well for it wI le, but evefifaflly it, ran into, I will say,
the bmreaucracies of I he )eprtnment of Defenne find bogged down.

IIEM'ioiA'ION OF DilV:C'rl%%'

'Thin on June 8, 1954, presidentt Einnhower revoked the (irective
that, had been issued I)y JPr(mii(eil, 'l'rumni. Thit wts June 8, 1954.
Thati action in eflect permitted the Secretary of Defeise, whenever he
ch1os, to siy, "We don't, walt, to) be Itider this Ia."

As Mr. Floete Said this morning, andt also his general counsel, they
don't know who prepared the directive, but it was prepared. Ti
point is that any time in th future, uiless there in intervention at a
higher level than both the 1)01) and GSA, the taone, thing miry happen
again. Currently a programn is being developed with reslpe't to th
procurenment of hand tools for the whole Government. 'The GSA is
Noing t good job according to the industry people who have written
this suI)comninittee, 1 and the Air Force themselves are pleased with the
service they have received from GSA.

GSA NEEI)S FIRM PROGRAM

It could well be that whole program will be taken away from Gen-
eral Services overnight. That 'would be extremely bad because GSA
is relatively small corn pared to the Department of Defense and they
wouhl be left with stocks on hand.

NEED FOR NEW DIRECTIVE

The same sort of thing has happened in the past. I mention this
because it is important that the Bureau of the Budget or the President
issue another directive in order to stabilize the program that General
Services is going to have with respect to the military.

!Senator 0'MAHONEY. What is the matter with the law that any
department may exempt itself?

Mr. WARD. Senator O'Mahoney, that section was worked out over
a long period of time and all I can say is that it was the best compro-
mise that could be developed at the time. The military were just too
strong with respect to the other agencies including the Bureau of the
Budget, where I was working at the time.

Representative CURTIs. You are talking about section 201t
Mr. WARD. Section 201 of Public Law 152.

1 See letters, pp. 512-515.
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t'O'id a 1611" w ottt'Il ii ' itt ~ItI im t '1 NII Soitt 1111i%- I 'i llt3 itu i't li t iii'1144

iii awat, P '1a uNIOWg, WAti l014INte ANt Ivit tA, 't'ti 21 (41I I0.

ktmt All. ttTei Aim) plmlcilt A111111,e 111u 1114'th100 of w~lhtocnru'me an

V1rvi%%Os% tit lialingstif t mily 11uvertitug, utl i) otuurutte 11111l tufto -rIA I'tsttlItII"
lilt ill tof 011i~ agniettet.tti. ouultae aeov' rartg o h

HIM Porivul 1110111111 ag1' fwr'ouo,0Ptit)I cetutes,11l realir I vuos,
fuwi trit tImolie Muna 011111ts 111111011111 (111)111111111111o t1111111 1111111v jio#toua

mtol~~o Wn u~pI h ss tose %it, imo~ abe it subparagraphIt,\ li, witovio Ilmsthat
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Nt;'.2. (n)'lt 1'vi'4119'lt 111913 fitonti11,p k49W19l thtoll - h ti (l1ttelo not
I ItO 111R111 fillf W111 ffit% hIIIVtF14.ili ol iAf flu ih litl i1#'Lii fio(PAlFliry to Ortue-
filifis (lit! to-irlollill for this Adl, $000fvl toollf-J el 111il'-el Iveg 14tiii1 governi file
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'IIn 1019iiijif foil 14119i11 love'onip Oftt!OCtI 0t (i.2 071 fl.fl., P14Wr, 2 Octoler 1054.

hI-1141 l iV#~is~rn 14owW~ tlittCt110 ihfl1PIe ?
W~t At ilio. A. leter Won4 wrOIthti, (Cotsgn~re, rian Curtis, to Mr,

Mr. WARDll. IhiF WtIM put in 0he FNe~lerli 1-egister.
lIPJPOHlfitlf1010V (CuwIN-1. -1 thlk tW, re-ference shoidd .4sOw in the

r(W(')Id ivrot %V~il't' 1111, eu bel I founfd. Do you bave that ieferoiiee?
Wi. WARD. Y('M. Would ,yoii elie to) haive that put in the record

Al r Wmfn.iv 1 1 dfr ese 6i -1.
'1'liere is ono( other, matter T would like to mention if I may, Mr.

Chatirmni, with resp~et. to f lip, liscIusqionfl is morningpn7 contracting.
Buat before flhat I Rh ould like to make reference to thig ehart, and if
I mi tollgitriz4 on you ai bit, I watnt to again d(li(Uq -'what i., a hit.
lion (bollfirs?"

You stated in a speech 2 or 3 years ago that $16,650,000 would make
a pile of $10 bINl the height of the Washington fonument-555 feet.
Sixty Washington Monuments of 10-dollar bills would be a billion
dollars. If you put the $10 bills end to end, they are just 6 inches
long, about *2,640 million worth would go around the earth, 215,000
miles. About $26 billion worth, would reach to the moon-240,000
miles.

We are interested in that distance at the present time but this is
by way of illustration. So when we talk about a billion dollars--



64 IMPACT OF DEFENSE PROCUREMENT

The CHAIRMAN. Are you suggesting that the road to the moon is
paved with $10 billsI

Mr. WARD. That is really out of my field, but it may soon be.
Representative CURTIS. You are going to refer to these tables, Mr.

Ward. Are they prepared in a way that they can be put in the
record?

HISTORY OF SUPPLY MANAGEMENT

Mr. WARD. They will subsequently be put in the record, Congress-
man. I should like to go back a bit in the history of supply-manage-
ment since you gentlemen have all been interested in it.

ECONOMY MAY BE CRITICAL

In writing of the national security bill in 1947, Secretary Stiinson
said:

It is my considered opinion that the new Secretary of Defense will have it in
his power to integrate our Armed Forces as they have never been integrated
before. In World War II we accomplished great things by cooperation between
two separate departments, but from that experience we learned that cooperation
is not enough. I will not rehearse the unhappy list of duplications or the
Instances of friction and disagreement which then hampered our work, but I
would emphasize that each succeeding emergency in the last 50 years has made
heavier demands on our armed services.

The element of economy in our use of armed force might well be critical in
any future contest. It came nearer to being critical toward the end of this last
war than I had dreamed likely during the years preceding the war. I do not
mean economy in dollar terms (though in the long run we should greatly gain
in that respect too under this bill), but rather the strategic economy which
exerts maximum force with limited national resources.

Without increased unity we can not get that kind of economy; we will continue
instead to operate with the wasteful opulence that has characterized much of our
work in the past. This new bill provides the framework for the increased unity
we need.

GENERAL EISENHOWER'S STATEMENT

General Eisenhower on June 2, 1945, made a statement along the
same line:

Efficiency must be attained with maximum economy. This means expensive
duplication must be ruthlessly eliminated.

If you wish, I will put this document in the record.
The CHAIRMAN. Yes, I wish you would.
(The data referred to follows:)

SUPREME HEADQUARTERS, ALLIED EXPEDITIONARY FoRCE,
OFFICE OF THE SUPREME COMMANDER,

June 2, 1945.
Hon. CLIFTON WOODRUM,
Chairman, Select Committee,
Hou8e of Repre8entative8,
Washington, D.C.

DEAR MR. CHAIRMAN: Through the War Department there has been cabled
to me your request that I submit to your committee my general views on the
universalmilitary training program after the war. In view of the time element
my comments must necessarily be brief and confined almost exclusively to policy
as opposed to any specific plan.
. There are certain truths which I feel must be widely and definitely understood

before any logical approach to this problem is possible. Some that seem most
Important to me are:
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(a) In spite of all technological advances, numbers (great strength in all
arms, land, sea and air) ire vitally important in war and America's approved
military system must aim at the rapid development, after the beginning of any
serious war, of the country's maximum potentialities in leadership, manpower,
equipment, technique and industrial capacity.

(b) Fairness to the country and to the individual's chances of survival in war
demand that each able-bodied citizen receive in time of peace a thorough ground-
ing in technique, discipline and understanding of the citizen's obligations in
time of emergency.

(c) Integration of the means for waging war is vitally essential. There is no
such thing as separate land, sa and air war. We have proved over and over
again in Africa and Europe that, through real integration, forces of the several
arms and services multiply rather than merely add their separate tactical effects.
Organization and training procedure must be such as to provide the necessary
specialization in techniques in the Army, the Navy and the Air Forces, all of
which must be coequal in the organizational :cheme, but must also be such as to
facilitate integration.

(d) Efficiency must be attained with maximum economy. This means-
(1) Expensive duplication must be ruthlessly eliminated.
(2) The great forces necessary in war must be produced through a

citizen training system in time of peace; that is, with minimum sized pro-
fessional nucleus and maximum capacity for training the national man-
power. Individuals under training must recognize that the period involved
is one of education and training. Pay must lie nominal. There must be no
attempt to compete with industry in the matter of wages. The training is
an obligation to the state and to the individual himself.

Additional comments under lettered sub-paragraph below apply to similarly
lettered paragraphs above.

(a) There would no longer seem to be any reason for arguing the need for
numbers in war. In a serious war the quicker the maximum potential can be
converted into tactical power the surer the victory and the less the cost. The
whole purpose of military preparation-and this is In consonance with every
commendable effort to devise a workable organization for world peace--is to
develop this maximum, properly balanced and fully efficient, at the earliest
possible moment.

(b) The contrasting character of the performance of only partially trained
troops on early battlefields of Tunisia and that of thoroughly trained ones on
their first entry into the battlefields of Italy and 'France affords ample proof
of the value of effective training prior to entry into battle. The difference is
measured both in tactical effectiveness and in loss of life. Training consists of
several parts, included in which are:

Technical training.
Physical hardening.
Psychological and moral training.

To realize the purpose of speediest possible development of maximum power,
after an emergency, obviously much of this training must be done in peace.
Physical hardening will always have to be repeated after the war starts, but
takes the least time.
Technical training takes more time, but with individuals graduated from a full
course of training before the emergency starts, units with competent leaders will
quickly qualify for service.

Psychological indoctrination and moral training requires the longest time but
fortunately it is never completely forgotten. This type of training is of incal-
culable importance. Through it is obtained battlefield discipline, esprit, an under-
standing of the basic Justice of the fight the country is waging and a proper
perspective of the contributions the individual is making to success. An in-
formed, understanding soldier is a good soldier and units composed of such men
are effective battle organizations. There is no possibility of overemphasizing
the value of intelligent training of this kind.

(o) Integration of the means for waging war is a psychological problem as
well as one of mere organization. The national mass, civilians and the uni-
formed services, must have a common understanding of the ideals and reasons
for which the United States will fight a war, and the training in this regard
must be intelligent and incessant. This is the first step toward integration, and
one, but only one, of the important reasons for universal service in time of
peace. In the fighting services themselves there must be integration of direction
and decision that is achieved first in higher organization. I believe there are

S. I .
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1 ii add that is about 21 square miles of covered storage space.
Thiat. would Ne at depot- rougly, 41 miles onl the side.

Senator O1Nmtho-,;P. Ar. Ward, what is thec source of this in-
format ion?

Mr. WAIM. The information that I aml g-ivinlg you, S~enator, comes
from a report. that is anally made by thle Governmient Operations
C'onunlittep of the House. It0s, compiled from thlt statistics received
from the, executive agencies, in this case the( DOD.

Senator O'NIAHON-FY. Is there ainy dispute about these figures?
Mr. W.%Ro. I don't believe so because the military people themselves

n%, these figures.
(The table referred to follows:)

IMPACT 01" DVj* 1111IN Hill PROU1111111MMISI'll
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Holroo: Depaimrtulmnt of l),Defeme.

Mr. WARD. I would be glad, if there are any errors, to correct them.
If there are any errors, Se.retary McGuire and his people can correct
them when they testify tomorrow.

Representative Cunris. It says, "Source, Department of Defense*"
Mr. WAIII). Yes. Tie total procurement was $23.8 billion. Num-

ber of procu'ement actions, 6.7 million. Then the breakdown on type
of contracts which was given this morning. Then it shows surplus,
excess and long supply stocks of $26.7 billion.

Might I say that is much more than either our annual export of
goods or our imports.

Representative CMrTTS. On that point, may I ask, is it $150 billion
including the $26.7 billion?

Mr. WAnD. Yes.
Representative Cuirris. In other words, of supplies, which are S47

billion, 40 percent of 26 is roughly what, $10 billion or $12 billion?
$12 billion out of .,47 billion are surplus in the supply area, and not
talking about obsolete e ai craft and ships?

Mr. WARD. ItIt is correct. Congressman, Mr. Newman is going
to discuss in considerable detail a recent report that was made by the
Office of the Secretary of Defense, Supply and Logistics, and wfll go
into the common areas in great detail when I get through.

Representative CURTIS. So we can ask him those questions.

W-rI
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SURPLUS SALES AT $10 BILLION ANNUAL RATE

Mr. WARD. Yes. The surplus property sales are estimated-this is
acquisition cost at about $10 billion.

May I say that I called up the people who worked with the War
Assets Administration to get the figures on the disposal during the
days of War Assets. The Surplus Property Act of 1944 continued
until the General Services Act went into effect in 1949, a period of 41/2
years. They disposed of personal and real property, $24.4 billion;
or an average rate of $5 billion a year. The rate we have attained
now is approximately twice the average rate under the War Assets
Administration.

CURRENT SURPLUS DISPOSALS COBIPARED TO WAR ASSETS

May I point out this difference: At that time,-1944-49-the market
was very hungry for goods because of the war. We are now increas-
ingly reaching the point where many industries are feeling the impact
of the disposition of this material. I have tried to bring what I
thought you would be particularly interested in after listening to the
discussion this morning.

$20.7 BILLION IN LONG SUPPLY

According to testimony of the Assistant Secretary of Defense,
Supply and Logistics, before the House Appropriations Committee
on March 23, 1958, the total of our surplus property in process to-
gether with our known excess and long supply was $26.7 billion, and
it costs the DOD $112.5 million per year to carry $22.5 billion excess
and long supply in inventory. This cost figure is based on the as-
sumption that-
direct costs, storage, accounting, and control of such material approximates
one-half of one percent of the inventory value per year.

USE OF RECEIPTS FROM DISPOSALS

More recent statements indicate that the annual disposal may be as
high as $12 billion a year. In order to accelerate the disposal pro.
gram, the last Congress in the annual military appropriation act,
Public Law 86-166, section 611, granted authority for the military to
use the receipts from the sale of surplus property to reimburse appro-
priations for operation and maintenance for all expenses involved in
the preparation for disposal and for the disposal of such property.
From the data submitted to the Congress, the receipts are expected to
be $260 million.

Representative CURnIs. Will you relate that to the acquisition cost?
Mr. WARD. $10 billion.
Representative CURTIS. And realizing $260 million gross, subtract

your cost of $75 million.
Mr. WARD. That is right.
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DILEMMA OF FAST DISPOSAL VERSUS IMPACT ON INDUSTRY

The surplus property program is faced with a dilemma. While an accelerated
program is desirable to reduce storage and other costs, it is found that- some of
the disposals of individual items are so large that they have severe impacts on
some industries in the )pinion of the Commerce Department. I

I have here, Mr. Chairman, a letter that the Commerce Depaitment
sent to you.

I shall not read it all, but this section is on "Department of Defense,
domestic surplus."

Representative CURTIS. Would you give the date for the record?
Mr. WARD. Yes; December 9, 1959. It is addressed to the chairman.
'Senator O'MAHONEY. Mr. Chairman, I suggest that the whole letter

be put in the record and that Mr. Ward read such parts as he wishes.
TheCHAIRMAN. Without objection that will be cone.
(The data referred to follow:)

THE SECRETARY OF COMMERCE,
Washingto. December 9, 1959.

Hon. PAUL H. DoUoLAs,
Chairman, Joint Rconomlo Oommittee,
U.S. Senate, Washfington, D.O.

DEAn MR. CHAIRMAN: This is in further reference to your letter of October 2,
1959, which was acknowledged October 8, 1959.

We have now assembled the detailed information requested In your letter.
In transmitting this material to you we wish to take the opportunity to describe
the duties and responsibilities of the Department of Commerce relative to the
various Government surplus disposal programs.

The Business and Defense Services Administration of this Department fur-
niShes information and advice as to certain aspects of disposal problems to Gov-
ernment departments and agencies which are charged by law with disposal
responsibilities, involving various classes of property including national stockpile,
supplemental stockpile and Defense Production Act inventories and surplus per-
sonal property of the Department of Defense and the Atomic Energy Commission.
A description of BDSA's responsibilities and functions for each of these pro-
grams follows.

NATIONAL STOCKPILE DISPOSALS

The Director of the Office of Civil and Defense Mobilization is responsible for
all stockpiling policy and programing under the authority of the Stockpiling
Act of 1946, and Reorganization Plan No. 3 of 1953. In making polly determina-
tions with regard to the sale of surplisj or obsolescent materials, the Director
generally consults with the OCDM Interdepartmental Materials Advisory Com-
nittee on which the Department of Commerce has representation in the person

of the BDSA member. The General Services Administration has been charged
by OCDM with responsibility for developing disposal plans in relation to particu-
lar disposals. Agencies concerned are consulted about the feasibility of such
plans, the potential impact of the sales on the domestic market and on the inter-
est of producers, processors and consumers. BDSA industry contacts are an
important resource in evaluating the acceptability and soundness of such plans.

SUPPLEMENTAL STOCKPILE

strategic and other material acquired through barter with agricultural sur-
pluses and which are not needed for defense are placed in the supplemental
stockpile. Legal restrictions on disposition in a nonemergency period are now
identical with those of the national stockpile. However, no disposals have been
made from this stockpile nor have they been under consideration.

DEFENSE PRODUCTION ACT (DPA)

Under Executive Order No. 10480, OCDM has been delegated responsibility
for administering most of the Defense Production Act activities including the
acquisition and sale of strategic materials obtained through the operations of
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L11MfTRY TYPR VP.RF.5

'I'lo hMaritlime Aditltrsafon Initiated a disposal program In the fall of IM, 7
Which Conatempjelated thle dlnposiii of 100 or more JLberty type sipg. It waste the
Shitrlttie Adiinlstrntlon't policy, (toll hard been for the preceding A year-s, to,
Re11 obehtett, (Ihilinigel aend outlltell vessels under terms which would requtrp
MOeei thle ve.ssels not be umed no a means of transportation. 7%n.4 It WAR reqnhr M_
flint tlee jiurelinser completely dismember and scerap the hull of the vessl How-
ever. tit) suchb provisioni wits made1 regardilng the mna('inery. equipment or
aixllsries of tlhe vessels. A ('onshuerahie quaentity of this machinery fcinnd We ,
way' Into tile conimpeisl umsedl mnehinery market. Fears that the .4teprW-1lu11
progriint would disrupt the market resulted In inqtuirleq from mannfactnrers and
distributors of maInfne macehinery and equipment. The 'Maritime Administration
requested TIDRA In May of 1058 to study anlI report on the poskqible Impacit of
(he Libe'rty ship disposal program if it were carried nut at the rate of ariproxi-
nintely 10 ships each month. After studying the problem. BDSA advised in
July 1958 that If disposition of the 100 vessels were so prorated and If In addf-

4' r~ lb
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'tion salee would be front itil 7 reserve fleet 111tallatlouw itand not tll front ono
InstaIlatio, It was felt that there would be a mninnto impact upon the U.N.
ecolonly.

We trust you will find these data helpful In your stldy. We shall be pleased
to totpIIfy this preentatlo11 either il writing or oral testihnony as you1 may
request.

Sitteerely yours,
PitimPr A. RAY,

Acting Scccretary of ontnm er o.

11l , ASSISTANT HEU1IiTARtY or CoMsmaKIr,
1'aahingon, Jannary 7, 1960.

Hon. PAUL, 11. iO10LAS,
C(hfro"ih Johiat Rcononta Icommettce,
U.N. Vetiate, 11'oshtaatoa, D,.C

DIAlt Mil. ClHAInMAN: It answer to a telephone request of Mr. Ray Ward of
your staff, and supplementing the letter of Acting Secretary of Connerce, Mr.
Philip A, Hay, to you oln lecelnber 9, 101)59, we are reporting below on three
additional surplus ;roplery items.

DIR.SEL ENOINFS

During the fiscal years 1057, l9ri8 and 1059 covered by our December 0, 1959,
Report, BISA did not process any separate Impact Inquiries on diesel engines.
However, In the case Involving 127 naval vessels, listed ol sheet 20 of our report
under the Power Equiplnent Division, primary concern wans with diesel engines.
An Industry Advisory Conmittee composed of diesel engine inanufacturera was
convened, and aubsequently a task force which included DOI) representatives met
to study the econointc impact of the proposed ship disposanls ol the diesel engine
Industry. These meetings resulted In a BI)SA recommendation to the Depart-
liet of Defense that disposals should he made at the rate of 10 to 13 ships
per month. The DOD accepted this recoinniendattou.

During the months of .uly and August of 1950 the Bureau of Supplies and
Accounts of the Departnent of th1e Navy lbmiltted a number of market impact
requests to 11DSA regarding diesel engines and related equipment. This prop.
erty we:,, flaredd surplus as ia result of deactivating the Naval Supply l)epot at
Scotia, N. ',.Since the requests were received subsequent to the June 80, 1059,
cutoff date of our earlier report, they were not listed therein. We are attaching
hereto reports on them in the same form as our earlier transmittal.

SMATL ARMS

The Sporting Arms and Ammunition Manufacturers' Institute advised the
Secretaries of Commerce and Defense on September 15, 1958, that the U.S. do.
mestie firearms industry was being adversely affected by the sale of surplus
domestic and importation of foreign military surplus rifles. The I)epartment
of Defense agreed to a partial suspension of sales of DO) domestic surplus pend
ing further study of the problem. The suspension remains In effect at the
present time. Exempt are limited quantities sold through military retail sales
outlets, as well as sales to law enforcement agencies of the several States,
municipalities and instrumentalities thereof, and to persons certified by the
National Rifle Association through the Director of Civilian Marksmanship
program.

An Industry Advisory Committee was convened and met on October 29, 15
following which BDSA undertook a detailed impact study. The data collection
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program from manufacturers Included statistics of production and sales for tile
years 1954 through 1958 'fr centor-firo rifles, rhnflre (.22 caliber) rifles, shot-
guns, sidearms and ammunition. Figures were also obtalued covering number
and wages of employees, and research and development expenditures. Import
figures and military snles, obtained from other sources, were also Included In
the BDSA study. The enclosed pamphlet "The United States Small Arms In-
dustry 1954-68" Is a report on that study.

On June 29, 11)59, six members of the Industry filed a section 8 petition with
the Office of Civil and Defense Mobilization asking for relief In the form of
quotas against the Importation of surplus foreign military rifles. In answer to
a request to time Secretary of Commerce, our complete Impact study findings were
furnished to OD1. IIDSA's recommendation to the )epartment of Defense on
disposal of tile domestic surplus has not as yet been made.

TISiXTLM,

During tle, period covered by our report, fiscal years 1957-59, IIDSA did not
make any Impact studies regarding disposal of surplus textiles. In an excess
property listing of the Department of Defense In July of 1058 approximately
8 million yards of duck were listed as excess to the Quartermaster General's
requirements. The Departiment of health, Education and Welfare was advised
and subsequently we learned that that Department acquired all of this material
through Ilie ont ion program. We have since learned that additional quantities
of excess (luck were acquired by the Department of Health, Education, and
Welfare during fiscal years 1959 and 1960, also through the donation program.

If we call be of further service to you, please let in. know.
Sincerely yours,

CARL F. OMcmlsIX,
Assistant Scoctarjy of oTinniccc.Mrt. W~xai (reading):

Department of Defense, Domestic Surplus. Under an agreement between fhe
DOD and the departmentt of Commerce, BIt)SA conducts Investigations on re-
quest or o 111)A's own Inithative In order to ascertain the impact which
planned dis$posals by )01) of signilicant amounts of doinestle surplus property
may Ihve on a given segment of Industry.

This is significant.

DEPARTAMENT OP COMBIERCE IN ADVISORY ROLE

BDSA's role In these disposals Is purely advisory, and is non-statutory except
as It follows naturally from the base statutory duty of the Department to
Foster, promote and develop the commerce of the United States. BDSA furnishes
the DOI) recommendations and advice resulting front such investigations. The
Departnmen.t of Defense may accept or reject BDSA's recommendations. Sig-
nificant amounts have been defined as being the aggregate of surplus items In
a proposed sale where tile acquisition cost exceeds $250,000.

We asked the Commerce Department to give us the determination
sheets that they had when they received calls from the Department
of Defense on the disposal of some of these large items that might
have impact or severe impacts on the economy.
(The following example was later received for the record:)
Also see pp. 516-526.)

WQ ,
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Surplus propenty c ms, fiscal years !957-59

Cost to iID azut ofDegee Of =nact
Nature or Items and program'I Quantity 1Go-;ernent Requaesting Date received BDS.A's roc on indmAtry 1 BDSA rpeco AC, ikow=

(ifknon) gecy mmedaron (non,-_ iligbt. :nendauon 2
or dpositon moderate, severe

Deactivatlon Naval Supply Depot, Scotia,N.Y.:
Steam turbine generator sets ----------------- 8 2 #Jt) Navy. . Aug. 5,1959 Aug. II, 195 ig . C,2mpetie bidI I .ae
Diesel engine generator sets --------------... 7 .315,OW---- do - - ---. do --------- do-----------

Do -------------------------------- 8 000 do --------- do .. do ------- -- 10 -- ... .. ...-
Electric generators ----------------------- 15 756.000 do- 1.urly . 195-9 Aug. i& Noe ... : --
Diesel engines, main propulsion .......... 4 277.0- do------ -9 AO. . 199 Sgh ...- .--------
Steam turbine main propulsion high and 152 I,194, .. do---- . . ly L,1959 Aag. Mt95) Mder.e -- -- ...- Sold.

low pressure.I I _

IStockpile. DOD, AEC, DPA, or other program.
;If recommendation cannot be conveniently summarized in this column, attach comtnustion. sheet.

0

z

0

--I



Repreliif-ive (CuleriN. A1oy I i ofe ri'1 Ju t, for latlti.
YOU fily 1ni'-g ittiifl o Y II 114111i 1411igI, Ii (he iL f i1), or, do you mean

It L1g l(~i Iiii-fj l ike blolJ& Clipp0ein, forl exilil 1)14
Ar.1 %Ill Id Ie biy de~finiion1). The 10 ily ''sign ificant

ai11(11 iitl'ior Iwol ei('(l 11., 1 ei iig "I' li iiggirega to of' 81,11I14 iff10 it) pro-
posed Hi 81e( %Ilv ljo et lie I1~U11 loll c.1181 t'XCee-lH $26i0,0f)0." So I e~i)O nfe,
chait lIl i P 101 fill I VI.'81 Of l)I0l0ItCY.

l1orsll'4If III ie VO (h i 1. It, could( im (Ilifily (Jr- jut it in1gle3 one~.
1%l . IVAIII). I flii it II Hi igh llf i t II ll it f 4) 1 -h t ii ti'iiieiit, is (flant 1h,11
l~pu P Iit'if.of (111Ilil('f', %%vliel i( 1110 11a1, 11it y 1d responsibil icy. to

flid 111d foster coiiilirct', 11i1i ti ll~ HortI II. of11 fliil 111'18l80y capacity
w-lieiine liI Ii'u 1 1ifii 11hi4' flint1. Vii ily fiffecd, Ihle, ecolimy of tile
co'iii Or' P 44gliiiit of I me ooiiiiY.

'1'hiP81o Shls wi ~ich I hold( ii volw sm-pnlu pl18jroperty fictions 1 957
to I 969t. '1'l 8ii first. 41110 c((IP 114 ' .1-11 lit f(1 1101ift iU'ry, fiom tile
I ) )1), I m cont $3 i I l l'' l'l."Tii I it niiigle dis~posal t lint thlely have
ill 1111(ld. " Ilm~i'nt1 111i g1P1 Di ODcv I 1 (lilte- ievivedl, April 1957. Dato
of BI )A reoiii i Miiii o 1. (I ispjosit io, 41-57. D egree of impact
oil 111(11181 Ill' Ii Ii 114se (i3110.. say 'YPv('1O.9' 'J'lllir I it'(iil11t ion
in to l'('(1114 it,. ''A t loi if kimmsli-re-(hid 10 onle-tCui d." We don't
know w u.luoppeIwn4 I to Il hoIer i(11 o-f lirds.

Rep'4nolf t VO( UrN-11. Yot ineni rediuce one-third for chat year
a111li( 4i1 (3 (hiSIiif o?

Alr. WARDo. I 1i8811110 80. I dlon'ft know whether thip Departmlent of
1)(foliin p~ut 111he ofl her, 010-fii rd onl I lie market later or not.

ROpIenent (lt ly (h U'RTIN. 1 know flint, nit uaiuuin existo, I remember
it ('0011iit'iit wh.Io 1u1 fiill fact I'('(l sto0ves ('Aplalnln g about tile fact
flin1t. theiy %Vero3 goilug9 to put.f oii flip. market., IT di' ( now how many,
t,110o14111;1.1 OIf HIfW tat tIhey 11ad( bought. Their ('Anlplai1t was that
wolill dIisrultjt f lip 11111 uet iog of 8:ows'.

I don't knfowv %0hif111 happened. At ](list thit wis at matter that went
be(fore3 ( '011fl(lC. Thait, is illusntraftive of the point you are making.

Mlr. Wm. ThafI oic (olrnmn
Thelr next, 01109, $2.5 million, they sity tile. impact would be severe.

Reduced to hailf. Thle next. is One ;n Ii 11 $0.5 mil lion, in 31inuaRr 1958,
Severe iiiipnef, jIosfp1)0114, mid1( it wats postponied. So (on down ue l ine
with In ht 01115 (If moateriial.

Now the lso11 list, j)o%%CI' cranes, shovels, tractors, earth moviri
0(flliIiitl,' ro(ller, (1ifchers'1, mid( repair ano replacement parts anid
so onl with it great many of fhilm which I shall not r-ead1 unless you
so dosi le.

BVII)EN1sCH, of CONCITIKN' IIUYINO AND SELLIT~NG

11 0( CHIAIRMAN, Mr. *Ward, there is one question I would like, to
ask. At thle same time the D~efense D~epartment is dlisposing of these
items (10 you have, any evidence to indicate that they were buying
substantially similar items in the open market?

Mr. WArn). I don't have. I have not gone into that.
Mr. NiFwAVAN. I have when I give my presentation.
Mr. WARD. I do have this letter andl material which just happened

to come in to me the other day from the Callahan Engineering Co.,
Springfield, Ill. Con gressma n Pet er M facek's office sen t this ov-er when
they heard ab~oult these hearings. It says:

51686-0-0

IMPACT OP DOPENHM PROCURRM14NT
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Hardly a week goes by that we do not receive at least e copy of a bulletin
in the mall from an individual corporation offering to sell surplus Government
equipment. Thle copy we have just received we include with this letter. In
view of the present high cost of military preparedness fi the United States,
I feel It is about tine that Congress established a clearinghouse for all surplus
equipment, allow no aigeney of the Federal Government to imiake purchase with-
out first checking through the clearinghouse to see If another branch of the
Government does not have it on a surplus basis. I feel It Is certainly unfair
to the taxpayers of .the United States that all this Government surplus equip-
went Is put up for such sales when I know as well as you know that various
departments of Government are purchasing this saine (qulpnent new.

How about a little help to the taxpayers in this area by urging Congress
to look Into a plan whereby all purchases nust clear and ill such surplus must
clear in order to utille this equipment Instead of this extreUe waste which
exists now by selling equipment 10 cenits on the dollar of what the Government
paid for it and the Government l)urchnslng new the same type of equipment at
the same time.

Here also is a letter of Jan. 16, 1960, from a large manufacturer ofhand tools, Faette R. llmb, Inc., of Philadelphi, Pa.
(The letter ifer-ed to follows:)

FAY'rrE It. Pi.UMn, INC.,
i Philadelpia, Pa., Janulry 15,1960.

.TOxNr lCONOMIO COMMi'TEE,

The Capitol, 1Vashlti.tost, D.C.
(Attention of Mr. hay Ward).

DrAB Sins: We understand you are studying tme subject of a coordinated pur-
chasing policy covering articles of common usage required by various divisions
of the U.S. Government. Our company has enjoyed lulsinekq with m1any and
various agencies of the Government over t long period of years. While we are
at all times grateful for the business, we sometimes wince at time apparent waste
caused by various agencies purchasing similar articles at approximately the
same time. This division of volume increases costs. Another waste results
from one branch of the Government purchasing an Item when another branch
has a surplus.

These purchasing practices seem inefilcient and extravagant. If a single
agc-ncy had the complete authority for purchasing tools such as we make, we
feel that much of this waste could be eliminated. Our company is over 100 years
old and our products comprise hammers, hatchets, axes, sledges, and files. All
of these products are staple items of general civilian use. These same tools are
also used by the military services and have In tIme past been purchased separately
by various military agencies as well as Government civilian agencies such as
the U.S. Treasury and General Services Administration. Such a practice has
resulted in the Government dividing their volume Into costly small orders thus
resulting In a higher total cost than volume purchasing could procure.

In our opinion, coordinated purchasing by a single agency of the Government
covering staple tools such as we manufacture would be a step in the right direc-
tion toward a desired reduction in the cost to Government

Yours truly,
FRANK P. GREEN,

Executive Vice President.

GARBAGE PAIL TECHNIQUE

Representative CURTIS. Mr. Chairman, I wonder if I could make
this observation to follow the thread. We are making the point at
this stage of the impact on our economy of the disposition of these
vast surpluses. But at the same time we can through what I have
described as the garbage pail technique ask why is this in the gar-
bage pail. Look "back to original procurement practice to find out
what is wrong in our procurement system.
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"When we are dealing in sums of $26 billion of surplus it seems to
me very obvious that unless there is good explanation for these
amounts of surplus, our )rocu relent practices, if tightened up, could
be saving billions of doll airs a year. I think we could use that as a
premise.

07 MILLiON YARI)S OF 8URI'LUS CANVAS

Mr. WARD. If I may give you one more illustration, then I should
like to go into the background of what you are talking about, Con-
gressman Curtis. I have here a summary sheet on the disposition
of surplus cotton duck.

Representative Cuimis. Cotton duck
Mr. WARD. Canvas. H-ero are samples of the various kinds of can-

vas. An Apiil 1959 declaration of canvas was 10 million yards. Web-
bing, 17 million yards; tape, 670,000 yards; and so on (own. There
were three batches of canvas that totaled 66,924,450 yards. I com-
puted that would be about 40,000 miles.

The CHAIRMAN. These are excess stocks.
Mr. WAiD. Excess stocks to the military needs. I have seen this

canvas all over the United States in the surplus property depots of the
State agencies where they distribute it to schools and hospitals who
make very good use of it. It is a wonderful thing that they can get it.
They need it. I looked on many and many a roll of it and it was all
purchased in 1950 or 1951 during the Korean emergency. But it is
nearly all in excellent condition.

The CHAIRMAN. h'lme Defense Department could say that in 1950-51
that the Korean struggle would be isolated and there was an ever-
present danger that it would expand into another world war. I think
they could properly say they wanted to be prepared for that. Is there
any answer to that defense?

Mr. WARM. I (lon't know just what the defense is, Senator Douglas,
except that probably bad weather coining on, or something like that,
and they wanted tobe sure they had enough.

IMPACT ON MARKr' WHIEN CANVAS WAS PROCVfED

I do know that we were having hearings at about the same time
with the Bonner committee. Congressman Curtis will remember this.
We were told by the Under Secretary of the Army, Mr. Alexander at
the time, what an effort it was to get the canvas that they needed. It
was necessary to convert a good many of the manufacturers of carpet
at that time. I think you will remember that impact on the market at
that time made the price of carpeting go way up. They were un-
doubtedly producing canvas at the request of the military.

The CHAIRMAN. Mr. Ward, do you have any evidence to indicate
that the Defense Department with these huge stocks of canvas on hand
has recently been placing orders for more canvas.

Mr. WARD. I don't know of any cases. It has just been impossible
to check all of the records as far as our limited staff is concerned,
Senator. However, I find that some Federal agencies wanted some
of the canvas and could not get it since it would not be transferred to

2 See also p. 77, pt. 4, Department of Defense Appropriation Hearings, HR. 1961.
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them wlthoult ptymeit mitder stoelt fnllid t'igtlmtOii, so tlwy didn't
get, It.. UAtully It anll ageney ne1d1 Holmeoti,,g they c,1t 1111d10 the 1(iH to

a1d buy it,

tV1 OP' IN)UlJS1lITRAL DIIt ION FACIhlTIES

Reprexseutl vi (.l ui 1''o uIguil get. to tile c1111vu its Illt exaliplet
lxcausi t.|i',1 al11 olily vXtIphlei 1111d wVO lito nlot 11sit1g them1 for ttly-
t, lhii l or, lt,1ere colh be 111111 a llVgIltlt1 It, is i111 rt nUtllt for 11, togO
bi'hi1id to 4.,o whet her Illt i a secoltihuls argnllU1 i't. Of eo111'8is on ItN
fatei is is obviolls t hut. t lty Woulhl hii i1 to buy ulor 0,111111 1 lUt iully
klnw tley liete goig to usie. There 1re sev'ad ways of ll ig ready
with sit1)lAh's. )'oil do 1't, 1u11111IlV 111vtO to 1111v it. it V11 'ehli)140A. If
we |v'o the lfnt elpawit to t il1'I out. eiailvail Ui w 1eed it, tlhero is Ito
8e11.4' of iurluiig it, ot 111ud warebollnsilg it. So, il 111uly'/,illg this l)1'oh.
leu, we mu1ttst hot just, stop at th point, wlei'w tllilllk we might. lied
so ninuly yards of caivas. It 111s to he sclediul(ed out, t thilk one of
our wiii..nSes, if I 111 uot niistiken, is glit) to YO ilgto thi ill method
used in industry. O(pei eld pItre hise, 1 be i ove it is called. Am I
Correct in that term I

MrV. '04 .Yes. ()en ed co1trlctS.
leprevsititt ivo Ctvlrts. Open end contracts. Where soine big coIn-

paly eteds i lot of boots, t hey don't buy them all il Oe louth. T'lley
allow th manufacturer to schedule thie purchase over a coul)le of
ye"rs.

May I ask this question: The Military Establishmlent does not use
that open end purchase technique, does it, V

Mr. WARD. Yes, I believe it does. They can tell you the extent that
it is done.

Representative CURTIS. Let us get back to our canvas. Did they
do it in the canvas caseI

Mr. WARD. I do not know what the nature of these contracts were.
We were looking at it from the standpoint of the impact on the econ-
omy. We know from previous Iarings that the procurement had a
severe impact on the carpet industry and textile industry, and the dis-
posal of surplus has an impact now. The webbing is listed as 91 mil-
lion yards. That is about 54,000 miles. About 29 million yards of'
tape, which is about. 17,000 miles. So we have total for canvas, web-
bing and tape of about 111,000 miles of this material if you hook it up
end to end. It is quite a sizable amount.

We asked the Commerce Department with respect to this what rec-
ommnendations they had made, and we have not received that report,'
When the data are received, it will be placed in the record. I don't
know whether that part of the canvas not taken by the schools, hos-
pitals, and civil defense will be sold. In some cases property is des-
ignated for &ale overseas only.

Representative CuRTis. I see what you are getting at. You are-
limiting your presentation on this to illustrate the impact on the econ-
omy at the time of purchase and now again at the time of disposal and:
we will get into these other things later.

IS" pp. 69-74.
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O e point on thre. disposition. Even disposing of sizable amounts
throuIgh our hospitals und schools, and so forth, which I am very happy
we c[Iti (do, evell there it would al'ect 1ireconomy, would it, Jlot, because
if they were going to purchait normal cianels of trade are disrupted.

Mr. WARm. In mos c schools and hospitals haven't the money to
go to the nrket. 'flhat is one reason industry favors the "Donable

i woriti.11It 15 ir3eceHssatat tvolumies iilce we hatvenieitiiioiit'd be ye--
|oh fler(e D)epartment whore they ai'e supposd to have

(jruahifh(!( industry advisory groups who kilow whit thdie situation llay
be in the )lirticl llr industries wid can give advice as to what Iest to
do wit I this material.

tepresetirtivo Cuirsr. One other detail, if I may, oil disposition.
I thought the general law siid that theseo dispoHitionfs were to be
turned over to OSA. However, GSA in many instances refers it
bck to the Milititry Establisinrnt, for dispositi;;n. H[ow would this
canvas bo hluidled ?

Mr. WAND. Collgressman, it works like this: Under the law, Public
Law 152, if a parlicular it ency hits something f..Chat it does not need
that is excess J)Ioperty. lie 1)epa'Lment, of )efeuuse makes these
llrge coiniposito excess lists lic, It iniotilh. These are lists of pro)-

erty exCess to the individual agencies in the Department of Defense.
Tile lists are circulated to all )01) agencies if] an ttenrpt to place
!.ro property elsewlier'e within the D)epartmuenit of Defense. If there
is no use for it, the lists go to General Services Administration.

GSA tries to dispose of it to other Federal agencies. Maybe to
Agriculture, Interior, State, or some other. If no one has any n"d in
tihe Federal governmentt whatsoever, the property become "surplus
property" to the United States. Then, under existing law, if it could

used for schools, hospitals or civil defense, it is turned over to
qualified recipients by the Department of .Ilealth, Education, and
Welfa re.

Under the law, GSA has the authority over surplus disposal. They
have, however, delegated this authority to DOI) for other than classes
of common property known as reportable property.

Representative Currs. GSA is under the law', I thought, the re-
sponsible agency for this process. As I understand this practice, they
actually senl some of it back t.o the Military Establishment and the
military itself handles the sale, is that correct?

Mr. WAR). You were not here this morning. Senator Douglas
questioned Mr. Floete about that. That is correct. Under the act
the authority for the disposal of surplus property rests with the
GSA.
, Incidentally, at, the time the act was being considered up here, the
military people said they wanted it to be that way. Thev wanted to
look forward, and not backward. They wanted to look toward the
development of modern things and not be bothered with a civilian
disposal job. However, in all fairness to everyone concerned, General
Services has not been equipped with the staff to do this kind of job
and has delegated its authority to DOD for the bulk of the dis-
posal job.

Representative CuRnIs. I am really driving home back to the point.
If this canvas were turned back to the military once it was found to be
surplus, and they actually are going to handle the disposition, then

-~ 'A
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th M military , lstlblisllno tt ha to eletU' it through tho )opit rb tent of
Collt r ratther than the, GSA. That iH whttt I aun really trying to
get to. Is that correct?

Mr. WAn). That im my understanding from the letter from the
TIpiirt.mont of CommerMe. Thwyneg otiatte dlretly with the military
iII connection with those impact disposals. tem

If 1may for a Inoniont, .1 Woltl( liko to go into the congressional
etyorts to improw v1 supp mly antmagement. Secretary Stinlm)on had said
that, during-Worhd War II it, took to contnitto's to bridge tie galp

between tho Army and the Navy. With the (reittlon of tho Air F1 ore
as ani indopnolidnt, agency, to bridge the Various gap.s that lloW exist
there atr solithhtig like W l l-)&rl, eollullittees, coll8(4LH, grosll, and
so fort.h. liere is it list. of thonm. It, shows the geometrical dovelol-
11not that htkes place wliet you add another unit to what, you already
have.

I)1O'AUTMENT OI l)KFKNHS IOAID, CoMMiTT'n , COUNOILF4 AND GUOUrP1 11

OPERArION IIFVTWKV N JULY 1, 1) 58 AND) MAY :1, 119)

OFY0 Or THEI BzOPMARY OF U)FNH5

Inmediato Oinco of the mcretary 1 DOD Concessions Committee.
Assistant Secretary of l)efenso (Comptroller)

Contract Finauce committee.
Oonntitte on Defense Participation in Joint Accounting Improvement

Program.
Assistant Strtary of Defense (ltealth mid Medical)

American Red Cross Liaison Group.
Interdepartmental Conunittee on National Blood Program Research.
P01) Ad IHoe lBlood Progrant Committee.
Civilian llealth and Medical Advisory Council.
DOI) Dental Advisory Conunittee.
N--pendnts' Medical Care Advisory Committee.

Phase 111 Emergency Medical Care Panel.
Federal Council on Medical Education for National Defense.
Committee om Standardization of Medical Forms, Recording and Reporting

Procedures.
Committee on Procurement and U1tilization of Medical Service Personnel.
Interdepartmental Committee on Nutrition for National Defense.
Ad Hoc Committee on Status of Veterinary Services In the Armed Forces.

Assistant Secretary of Defense (Manpower, Personnel and Reserved)
Alcoholic Beverages Continuing Committee.
Armed Porces Chaplains Board.
DOT) Committee on Censorship Planning.
Civilian Advisory Council.
Defense Advisory Committee on Women in the Services.
Defense Advisory C(.mmittee on Education in the Armed Forces.
UIOD Emergency Planning Committee.
Armed Forces Examining Stations Policy Board.
FRASCO-DOD Board.
Industrial Personnel Security Hearing Boards (New York, Chicago an4

San Franesco).
Industrial Personnel Security Review Board.
Industrial Personnel Security Screening Board.
DOD Life Insurance Board.
Manpower and Personnel Council.
Military Advisory Council.
Armed Services People-to-People Committee.
DOD Ad Hoe Committee on "U.S. Personnel Overseas."
Reserve Forces Policy Board.
Advisory Panel on ROTC Affairs.
Ad Hoe Group on ROTC.
Industry Advisory Committee on Safeguarding Classified Information.
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Assisftit Hecrelry of P fmiaso (MAlnpowor, Peronnol, nld Iteoerved)-Con.
Interistrvico Working (Iroup on (onmsolhditlon of Cortaln Hwcurity Operations.

)O) Hepit rationzs (oimfil tl eo.
Joint (omzniltt to ,valuito Moelids of Speed Writing Submitted to AllHorvhceN.
I)O)D Coinitte(o (i ItAnutloinl fjsrtI Competitions.
Uilforined Mtrvlves ContilIngency Opt ion Act Committee.

Amsslit: Scretilry of l)(fw;lo ('Pro)ertlles in( lnshtallationn)
l"iinilly 11oiitii Iiiion Group.
IloillIng, As! II1o4 (Coiiiltlo( o ( ihart.
National Iniilstrliil 1teme'rvO ItM'iw Comilttee.
l(lv I l'ropixqry Inventory COnjinit(s.
Hltti Iihmrvo Forces 1,tlltivho Boalrds (i52).

Asssiliant Ht-cretary of iDefei s ('hlllle Affairs) : Defenso Public Affairs Council
l)iroctor of 1)eftollt+ I(qems'ii i(,1 and1l ],,ngi eell :

I)efenso Hiee loard.
te(tmii'm('h iind 1figiileeriilg Pol icy Councll.

Hteluitlle Advisoly (Joininitlet for lliililsth; Missiles.
081) BlliIstlc MIssile Continitteo,
Ii. & 10. Advistory Paiel on AeroniuticSl

Stoolriig ( roilp of the Advisory 1ainol.
Ad Hoc Group on Ilasic Problems In Aeronautlcs.
Ad lhoe (rloliJ for the 11valutloi of lion(are I M-099B.
Ad iloe Group for tie Application of Manned Aircraft and Guiided Mls

Siles to Linited War.
DOD4(Federal Aviation Advisory Committee.
ii. & 0. Coordinating Coii tee on Atomic Energy.
Technical Advisory Panel on Atomei Elnergy.
Ad lloc Advisory Panel on Naval Nuclear l'ropulsion.
It. & 10, Advisory Panel on Biological and Chemical Warfare.
I. & 10. Advisory Panel on Electronlcs.
Advisory Group on Electronlc Varfare.
Advisory Group on ie,lhctron Tubes.
Advisory Group on Electronic Parts,
Advisory Group on Reliability of Electronic Equipment.
Advisory Group on Radar.
Ad Hoc St.udy on Parts Specifcations Management and Reliability.
DOD COMIN'r/COMSEIc/ELINP Advisory Group to the DDR & E.
United States-United Kingdom-Canada Subcommittee for Non-Atomic Mill-

tary Research and Development, Combined Policy Committee.
Mutual Weapons Development Program Advisory Group.
R. & 1l. Group on Ground Support Equipment for Guided Misiles.
R. & Hl. Advisory Panel on Fuels and Lubricants:

Panel Steering Group.
Working Group on Engine Fuels.
Working Group on Lubricants.
Working Group on Propellants.
Working Group on Distribution Methods and Equipment.
Joint Working Group on Special Fuels.

R. & B. Coordinating Committee on Materials.
R. & B. Coordinating Committee on Ordnance, Transport, and Supply.
Advisory Panel on Ordnance, Transport, and Supply:

Panel Steering Group.
Ad Hoe Group on Torpedo Research and Development.
Ad Hoe Group on Land Mine Clearance.
Ad Hoc Group on Explosives.

R. & E11. Coordinating Committee on Sciences.
R. & E. Advisory Panel on Medical Sciences.
R. & B. Advisory Panel on General Sciences.
R. & E. Advisory Panel on Psychology and Social Sciences.
Materials Advisory Board.
MAB Committee on High Strength Steels.
MAB Ad Hoe Committee on Thermal Control of Space Vehicles.
MAR Committee on Manganese.
MAB Committee on Plasma Phenomena.
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Director of Defense Researeh an(I Engineering-Conthiuled
MAB Advisory Board on QM R. & 1). Committee on Fundamental Considera-

tions in Personnel Armor Materials.
MAlI Committee on High Temnperature Bearings.
MAR Committee on Dissemination of Technological Information.
MAR Committee on Composite Structural Materials.
MAIl Committee on Design Criteria.
MAlR Coninittee on Thermal Protection Systems.
MAR Committee on Titanium Alloy Sheet Rolling Program.
MAR Committee on Refractory Metals.
MAB Committee on Materlals for Large Solid Propellant Rocket Motors.
Committee on Review of DOI) Materials R. & 1).
MAR Conmittee on Development of Mtanufacturing Process for AircraftIftterlais.

Assistant Secretary of Defense (Supply and Logistics)
Materiel Secretaries Council.
Air Priorities Task Group, DOD-Department of Commerce.
Diesel l)evelopment Study Committee.
Executive l)irectorate of APRA (Aircraft Production Resources Agency).
Aircraft Committee, Joint.
Executive Directorate of EPRA (Electronic Production Resources Agency).
Joint Storage and Materials ITandling Worklng Group.
Environment Criteria Standards, Working Group on Engineers Planning

for Develolunent of Necessary.
Tolnt Cost Accounting Working Group.
Working Group on Proposed Plan for Concurrent Screening of Excess Per.

sonal Property.
AFSSC Air Working Group.
Armed Forces Supply Support Council.
Armed Services Procurement Regulation Committee.
Commodity Coordination Groups (CCG's).
Area Coordination Groups (ACG's).
Maintenance Policy Special Project Group for Initial Provisioning.
Joint DO)-G SA IAC on Disposal of Surplus Property.
Household Goods IAC.
DOD IAC for Internal Combustion Engines.
DOD TAC for Power Cranes and Shovels.
DOD TAC for Refrigeration and Air Conditioning.
DOD Small Business TAC.
DOD Standard Drawing Practice Committee.

General Counsel:
0SD Security Review Board.
Interagency Technical Property Committee for Defense.

Assistant to the Secretary (Atomic Energy)
Military Liaison Committee to the Atomic Energy Commission.
Study Group on Organization for Future Test Operations.
Joint Board on Future Storage of Atomic Weapons.

Joint Chiefs of Staff:
Joint Strategic Survey Council.
Military Communications-Electronics Board (MCEB).

Defense Atomic Support Agency:
Panel on Radiological Instruments.
Phase 2 Feasibility Study Group for the Pershing Missile.
Reconvened Phase 2 Feasibility Study Group of Warheads for the Pershing

Missile.
Joint Phase 2 Feasibility Study Group of Warheads for the Battle Group

Atomic Delivery Weapon System (Davy Crockett XM-28, XM-20) and
Air Defense Guided Missile (Falcon GAR-11).

Ad Hoc Committee on Environmental Sensing Device for l)avy Crockett-
Falcon Warhead.

Phase 2 Feasibility Study on Hawk Missile System and GAR-90 Guided
Aircraft Rocket (F108-Application).

Phase 2 Feasibility Study Group to Consider Warheads for the Sieclal
Atomic Demolition Munition.

Joint A,-DOD Feasibility Study Group of a Warhead for the Sergeant
Missile.
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Defense Atomic SupporL Agency-Continued
Reconvened Phase 2. Feasibility Study Group for Warheads for ASROC

with Considerations of Adaption to Little Lulu (Lightweight Multipurpose
Bomb) and RIG-A (Rifle Grenade I)epth Charge).

Joint Special Weapons Publication Board.
Future Weapons Effects Requireients Board.

Advanced Research Projects Agency:
Space Flight Facilities Board.
Technical Advisory Group--Communication Satellites.

DEPARTMENT OF TIE ARMY

Public advisory committees:
National Board for the Promotion of Rifle Practice.
Army Sclentillc Advisory Committee on Materials.
Army Scientific Advisory Committee on Physics.
American Vocational Association Armed Forces Committee.
Signal Corps Quartz Crystal Integration Committee.
Army Scientific Advisory Panel.
Secretary's Advisory Committee on Civilian Personnel Management.
Secretary of the Army's Historical Advisory Committee.
QM IAC on Plastic Films and Sheeting.
QM IAC on Insulated Rubber Footwear.
QM IAC on Industrial Storage Batteries, Lead-Acid.
QM IAC on Woolen and Worsted Fabrics.
QM IAC on Underwear.
QM IAC on Weaving and Finishing of Duck.
QM IAC on Slide Fasteners.
QM IAC on Shoe Laces.
QM IAC on Military Cotton Clothing.
QM IAC on Leather Footwear.
QM IAC on Leather and Fabric Gloves.
QM IAC on Hair Cloths and Inner Lining.
QM TAC on Caps.
QM IAC on Flags.
QM IAC on Buttons (Thermosetting Plastic).
QM IAC on-Canvas Products.
QM IAC on Coated Fabric-Rainwear. .
QM IAC on Coated Fabrics.
QM IAC on Feathers and Down.
QM TAC on Glove Leather.
QM IAC on Heraldic Items (Textile and Embroidery).
QM TAC on Lasts.
QM TAC on Leather Welting.
QM IAC on Lightweight Cotton and Synthetic Fabrics.
QM IAC on Map Paper.
QM IAC on Men's Seamless Hosiery.
QM IAC on Narrow Fabrics.
QM IAC on Rubber Gloves.
QM TAC on Rubber Heels and Soles.
QM IAC on Sole Leather.
QM TAC on Steel Shanks.
QM IAC on Thread.
QM IAC on Upper Leather.
QM on TAC on Wool Blankets.
NAS-NRC Advisory Board on QM R. and D., Committee on Stress

Physiology.
NAS-NRC Advisory Board on QM R. and D., Committee on Psychology.
NAS-NRC Advisory Board on QM R. and D., Committee on Development of

Substitutes for Waterfowl Feathers and Down.
NAS-NRC Advisory Board on QM R. and D., Committee on Climatology

and Geography.
NAS-NRO Advisory Board on QM R. and D., Committee on Aerial Delvery

Testing Equipment and Procedures.
NAS-NRC Advisory Board on QM R. and D., Committee on Aerial Delivery

Rese areh.
NAS-NRC Advisory Board on QM R. and D., Committee dn Pioneering
Research.

OEFECTIVA rofV,1%N CQPY
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Public advisory committees-Continued
NAS-NRC Advisory Board on QM R. and D., Committee on the National

Index of Fungus Cultures.
NAS-NRC Advisory Board on QM R. and D., Committee on Mechanical

Engineering.
NAS-NRC Advisory Board on QM R. and D., Committee on Chemicals.
NAS-NRC Advisory Board on QM R. and D., Committee on Hand Func-

tioning and Ijnndwear.
NAS-NRC Advisory Board on QM R. and D., Committee on Foot Protection.
NAS-NRC Advisory Board on QM It. and D., Committee on Textile Dyeing

and Finishing.
NAS-NRC Advisory Board on QM R. and D., Committee on Textile Fabrics.
NAS-NRC Advisory Board on QM R. and D., Committee on Personnel Armor.
NAS-NRC Advisory Board on QM R. and D., Committee on Heat Attenu-

ation in Clothing Systems.
NAS-NRC Advisory Board on QM I. and D., Committee on Paper-Based

Materials.
NAS-NRC Advisory Board on QM I. and D., Committee on Plastics and

Elastomers.
NAS-NRC Advisory Board on QM R. and D., Committee on Operational

Mathematics.
QM TAC on Military Petroleum Pipe Lines.
QM IAC on Crackers, Biscuits, and Cookies.
QM LAC on Canned Meat.
QM ITAC on Dehydration of Vegetables.
QM IAC on Flexible Containers for Processed Foods.
QM IAC on Prepared Bakery Mixes.
QM ITAC on Fat Spreads.
QM IAC on Active Dry Yeast.
QM IAC on Canned Steamed Puddings.
QM TAC on Packaging of Soaps.
QM TAC on Sensory Testing Methods.
QM IAC on Critical Storage Temperatures of Frozen Foods.
QM TAC on Instant Coffee.
QM IAC on Fresh Pastries.
QM TAC on Vitamins.
QM TAC on Fiberboard Containers.
QM IAC on Frankfurters.
QM TAC on Milk Products.
QM IAC on Dehydrated Meat.
QM TAC on Radiation Preservation of Foods.
QM TAC on Mayonnaise and Salad Dressing.
QM TAC on Dry Milk.
QM IAC on Canned Fluid Foods.
NRC Committee on Food Stability.
NRC Committee on Microbiology.
NRC Committee on Foods.
NRC Committee on Animal Products.
NRC Committee on Cereal and Baked Products.
NRC Committee on Radiation Preservation of Food.
NRC Committee on Nutrition.
NRC Committee on Experimental Cookery.
NRC Committee on Fruit and Vegetable Products.
NRC Committee on Subsistence Packaging.
NRC Committee on Container Development.
NRC Committee on Food Acceptance.
NRC Committee on Dairy, Oil, and Fat Products.
NRC Committee on High Level Radiation Dosimetry.
QM TAC on Knitted Tlandwear.
QMf IAC on Woolen and Worsted Clothing (Procurement and Production).
Army Advisory Panel on ROTC Affairs.
Advisory Panel for Military Traffic Management.
Chief Signal Officer's R. and D. Advisory Council.
U.S. Army Electronic Proving Ground Scientific Advisory Committee.
Chemical Corps TAC.
U.S. Army Chemical Corps Advisory Council.
Committee (American Chemical Society), Advisory to the TJS Army Chemi-

cal Corps.
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Public advisory committees-Continued
Society of Amerleen Bacteriologists Committee, Advisory to the U.S. Army

Chemical Corps.
Task Force on Columbium and Tantalum of the Panel on Methods of

Analysis of the Metallurgical Advisory Committee on Titanium.
Task Force on Oxygen of the Panel on Methods of Analysis on the Metal-

lurgical Advisory Committee on Titanium.
Specifications Subcommittee of the Metallurgical Advisory Committee on

Cast Armor.
Ordnance Technical Advisory Committee (Rubber).
Ordnance Advisory Bogie Roller Committee.
Ordnance Advisory Tire and Rim Committee.
Ordnance Advisory Tire Reconditioning Committee.
Ordnance Advisory Tank Track Engineering Committee.
Ordnance Advisory Committee on the Welding of Armor.
Ordnance Torsion Bar Advisory Committee.
Ordnance Scientific Advisory Committee to Land Locomotion Research.
Ordnance Scientific Advisory Committee.
Ballistic Research Laboratories Scientific Advisory Committee.
Army Mathematics Steering Committee.
Scientific Advisory Committee-Rock Island Arsenal.
Scientific Advisory Committee-Diamond Ordnance Fuse Laboratories.
Subcommittee on the Quantification of Wellneas.
Subcommittee on the Classification of Physical Impairments.
Advisory Editorial Board on the History of Surgery.
Advisory Editorial Board on the History of Internal Medicine.
Advisory Editorial Board on the History of Preventive Medicine.
Advisory Editorial Board on the History of Supply.
Advisory Editorial Board for the History of the Medical Service Corps.
Advisory Editorial Board for the History of the U.S. Army Medical Spe-

cialist Corps.
Advisory Editorial Board on the History of Radiology.
Advisory Editorial Board on the History of Neuropsychiatry.
Advisory Editorial Board on the History of Training.
Advisory Committee to the Surgeon General on Psychophysiology.
Dental Advisory Committee to the Office of Dependents' Medical Care.
Advisory Committee on Environmental Medicine.
Advisory Committee on Nutrition.
Advisory Committee on Metabolism.
Dental Research Advisory Committee.
Integration Committee on Ammunition Loading.
Integration Committee on Small Arms Ammunition.
Integration Committee on Cast Armor for Track-Layaway Type.
Integration Committee on Track for Track-Layaway Vehicles.
Integration Committee on Medium and Heavy Tank and Allied Combat

Vehicles.
Integration Committee on Light Tanks and Allied Combat Vehicles.
Integration Committee on Heavy Trucks.
Integration Committee on Light and Medium Trucks.
Integration Committee on Propellants and Explosives.
Arlington Memorial Amphitheater Commission.
Armed Services Explosives Safety Board.
Army and Air Force Clemency and Parole Board.
Army Ballistic Missiles Committee.
Army Board for the Correction of Military Records.
Army Contract Adjustment Board.
Army Contract Appeals Board, Armed Services Board of Contract Appeals.
Army Council of Review Boards-Component Boards.
Army Policy Council.
Boards of Directors, Department of Army Welfare Fund.
Civilian Lawyer Career Committee.
Committee of Deputies.
Department of Army Executive Salary Committee.
Department of Army Grievance and Employment Policy Board.
Executive and Professional Development Committee.
National Forest Reservation Commission.
Per Diem Travel and Transportation Allowance Committee.
Security Review Board.

irA :V~~l: 141, lt i V
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Public advisory eOlt 1|ees---(OttlSeurity Hemminllg ll111'md.

eileril HI ft Couucil, Of1l, of I he Chlef of MT uIT.
DeImt1111i1t II loard or Civil Hervice lqxUhlers,
Aru.y HtliT CIvilh111 Personnel Advimory Commit tee.
liau rtnielit oi Armuy Acet1terathd ItlU Redulmion ProgrlU Task group .
Program Advisory Conm1it Ice.
141ltl| Ilusiness Cou11qll,

iepnrtiuent of'Arly P'roject Adviory Group for Opuerations Resenrch Office
Project 71.3.2 (lihut and Production i'quiitiiuut deserves),

Arluy lHtnrgeney Fvcilit le, I )epreau Ion Ion rd.
Hectioln Vi (hHeouuuth, I Ituy A1erlau Aduhitiiitritoth).
Specelal Vorkitug 0roip-APi'lt 8uhco1UlltIl tep on Close 68-58.
Advisory Cm'mlnuitIeo on P'roeurtuen; \VIt bout. Advertismig of Teehii'allUIlmenut au o1111opoelnts.
Army lunpct ion auid QualitIy Control CoUlil.
Arlny ltekign lBoard.
SmlNli l111h0,ss 'olhey Group (li"xhihit 1u1d l)Ilplny)
Special 811tivo111uittoe 1mfll lmlutess, Al-luldic Law 85-436), Ariied

S1rvhvces Procurement ltegiliat ion Com1tuittee.
Deparhtilent of Arly 111(1118t11l '111ud l111rovellUtnlt 'rnslIC Force.
livoitlltion of Army I11ist11'lu0 F1Ud ilt lhpoi MUllite,1auee M11opq.
Jolt. Coloction Teihteill Steerlnlg Grotp.
Colliriuetiou IRequiremet1s {{ivIw ColI lthte,
Arnly CommenUldation Conmmittee.
OltC8011i8 Reports Review Board.
Paoel onl 'lr1nhtttng Films.
OI)C80PS User 'est Revi,w Board.
Matiriel Requirepliets Ih vIew Cou111111tt '1'.
Arumy-Air Force Civilitiu Welfre F,'und, Board of Direetors.
Army PuhiblIentlom Bou'd.
Army Stuff Pulic liUw 31:1 aud Supergrade Communittee.
Dleportument of Army Board of Job l\v'alutition Ajppeals.
Grade mid lraich Iimhumlaine Colimit tee,
'rnlie\ Tri1sienit and lhiient Commuittee.
Army 'Budget Advisory Comuilitee.
IntellIgenCe Spe l hzntlon iReview Board.
ACSI Welfare Fund.
Program-lud-et Advisory Coummittee.
Army Mapping Colmmittee.
Army Review Board for Project ACSI-MA'i'IC.
E1nployee Activity Fund Council.
Transportation Sulcoutiittee.
Petrolelmn Suhcommittee of the 1eonoinuh I1ntelligence Ilonrd.
Ad 1oc. Working Group on Missile LiUnehing Sites.
Transportation Capabilities Estimates Group.
Project Advisory Group for Operations Research Ofilee (John 1hopkits Uni-

versity) Intelligence Division (less Communication Group).
Army ASTIA LAialson Committee.
Army Committee on Environment.
Army Human Factors Research Advisory Committee.
Human Factors Engineerihg Conmnittee.
Army Operations Research Steering Committee.
Project Advisory Group for Air Defense Division, OR .
Project Advisory Group for Intelligence I)ivision (Connunications Group),
OR.

Project Advisory Group for Operations Division (Logistics Operations in
Limited War Areas) (Logistics Gaining), ORO.

Project Advisory Group for Operations Division (Military Vehicle Propul-
sion Research Group), OR.

Project Advisory Group for Operations Division (Mobile Army Transport),
OR.

Project Advisory Group for Operations Division (Operational Mobility),
ORO.

Project Advisory Group for Operations Division (Strategic Mobility), ORO.
Project Advisory Group for Strategic Division (Army Manpower Strueture

Model), ORO.
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(io ri'm- I I HI 111l It's I4; r l p), (11).
I 'roJeil Adi'lIsry (r i'llp for 'l'ie Its 1)1l'ls~, O (0.

Arny I til, r ,h mld'l lvelolini'l l (vew ll11.l.
Ariy Hi'eleni lie Advisory Conainlfit(5' oil Cheiisltry.
Mldl sill' "A" Hic'rl sig ( onlillllce.
Wishhiogliiol Hll Ildilri'll IdII tIoo Ollcers (A110 Ariny Standardizaltioi Progran).
l'riiliry -I' lindilrdilzoll1n ( llice.
Cotitgory 8 ( li,s41'ilrcl CoIlluIoraltion) I. nlilliteo (A110 Army Htosidnrdlza-

Iltli Irogramn ).
])lnsiiinl of tihe Arny (tratulle s (ll lis' loird.
lrl'oji's'I Advisory (roui for Straieglc )ivlsion (CAM Studiles Group), 0110.
Ilegiihi r Ariny HeIleei Hoa1i hot rd.
I Iiol iigllisli Mililsiry (Oradideto Sloctionl lord.
limiovl I HS'lvll Ioa ltii rd.
Special lc(t los Ilon frl.
Army Unlfori Iloird.
lNlialrt Iil(lit. oif Arniy l'st roleuin flanel.
) )I) (ommiiliod ity (oordination (Irmilp 8.

DO ) Commiod Ity Coordinat t Ion Group 1 El.
Coordinirlng Group, Arne'd Hei'vl'i,' (raves Regintration Office.
Qi rtrllister Corps Tehnlihal COmmittslee.
Comminuit tee on Pirchases of IIlnd-Made Products.
A teild , eI'i('em Indu rll i al Moiliztlion Coincil.
Joint Army-Air For'e Alister M(eu lloard.
AlC WVorlking I'lurty for Serial 9.9.
TI'ansportation (;orlps Tes'hnicll committeee .
Rwihgllg eritlg Chnige l'roposml ll oard.
Arnmy i,]le(tronll Wiirl'are Pollicy Conmlitepe.

Call Signs linel- Militry ConunmunicaltlonnsElectronilcs Board.
Corps if lRngl lI(e'Sr Technlal Coumit tee.
Ds'psirnllut of Arlny Comnittee for Prepsaration of lropofted Revisions to

TM 7,13-2W find 'M 743--2( 1-l. ",Htorsge in( Materials Ilandling."
Committee oin Fire itllist iles, Fedleral Fire Council.
Twenty-Ycir Geodetc 'rograi Coimitiee.
Arlny ''erminit ion Comnil tee.
Coordinsing Coilnilttee (on Great Laikes Basic Ilydraulle and hlydrologlc

Dail l

Army Information Digest Review Coiitmlt e,.
information and l(litorll Civilian Career Program Steering Committee.
Coordinsi Ing lepiresenI tt Ives for Chemistry.
Chemical Corps Teclnical Committee.
Internatlonnl Columblia River Engineering Board.
International St. Croix River Engineering Board.
Steerilng Group Army Establishlent Reporting and Analysis Requirements

Project.
Ordnance Technical Committee.
Subcommittee os Military Ilealth Stntistcs.
]Requirements Advisory Group for Neuropsychitrie Research.
Fiscal Sponsors Committee of the Toxicological Information Center.
Interdepartniental A , lie Committee to Consider Changes to the dependents'

Medical Care Program.
Committee on Medical Logistical Support of Refugee. Population.
Advisory Council to the Surgeon General for Reserve Affairs.
Subcommittee on Special Maps (Interagency Committee on Map and Chart

Symbols).
Federal Safety Council, Committee on Field Councils.
Interdepartmental Committee on Medical Training Aids.
Federal Nursina Services Council.
Procedures Group, President's Committee on Fund Raising Within the

Federal Service.
DEPARTMENT OF THE NAVY

Executive Office of the Secretary:
Navy Publications and Printing Control Committee.
Research and Development.
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I'ottmttIe on I 'a Id Advertloing.
Na -'11 tp t Ite~itSilt CotyVlii'l,

'Nav~y I sptr teit. irity 3'tevieu' Board.
Naivy Wilge Com111it tet.

Oftfi't, (ir Nalvall Materil
'Nut v3 De)pari l tuetut i erlut ImIkicN~tion Horvice- Advisory Commtuittee.

l00imarita'uIt ('411tillit I ve.
Arini'4 Servie" ilonitl of Conitract Appiab, Navy I'attel.
De)patmuent of Navy Pt'ovishotal. Advitiory Comitttee.
Na vy'S tiadvato Board.
Navy Commuittee for Class 3 Plant Propeirty.
Navy i'laekigittg Board.
Sitrvy of Ilest eqillitielt ealitwaif ion 111(1 repair fAcl iti
i'ratluct Ion Equipment Control Study (Oroup.
Navy S tiall istiness Counceil.

N "Avylioielc3' aei t los I )'prea t.Ion Board.
Nav'y Conitrztet. Adjust ment Bolard.
Plioerena'nt Poliey Atlv iu~ry Conindtice.
N avy' P rocuremnt A ssigntment Commit tee.
Conservallon mid 1I t autioti of Matorial Itesources Conuittee.
Property Dispoisal Review Board.

Bureau oft AerotnutlIts:
AIb'W/CIC Steering Committee.
Aerona tt lealI Standards Group, Panel ANC-23.

Inter-Bureauii Techniceal Commuittee for Aircraft Armament and Ordnance
hIt ra -Bureau Change Committee.
Planning nd Improvement Board.
Rlegulusi- I a nd I I Wa rhead Coordinating Committee.
Shoire"t Station D~evelopmnent Board.
#Ncklit D~evelopment Boaird.
flnAer Elect ronics Logistlcs Committee.
Engine Test Lison Committee.
BuAer D~ata Processing Advisory Board.
llui~er Data Proessing Review Board.
Interservbce Group for Flight Vehicle Power, Batteries Working Group,

Electrical Working Group, Nuclear Working Group, Solar Working Group,
'Mechanical Working Group.

BuAer Fuel Qality Controls and Surveillance Committee.
BixAer Committee on TAP Policy.
BuAre Steering Committee for 1AP.
Naval Reserve Policy Board.
Bu-ter Permanent Post Graduate School Committee.
Procurement Review Board.
Bureau Property Disposal Review Board.
BuAer Study Group on Contractor Reporting Systems.
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IlNAer Commnittri On Security (llassilleatio of 10lectronle Equipment.
ii tA or Not I H011-14,1., Ito'liw i l ru(I.mIl,\er mhelf IIo 1comitth;m

Suliply Illm i) slgii ( lhuiage Ad 1io, Comnmittee.
Viiius Analysis (ommnlnitoe.
,.1 I ln('lllll l ,viv ill 1id.

Aviation Ac(eh(iet Board.
liH ruu,11111, 111 li t luardl.

A i 'OIe(Adi fIe JConuilttee,,
Sare l)rivlin Collnill.
i'IicliIt: MIsIlo Itlige Advisory floard.
Counlll I for Mililtary All rnft Sln ldurdS,
lluAer Industry Advisory loard on Uiellalliity and Operational Design

Itiiliiriil(tiitH of Ae(ronaul ial Material.
Plnt1rino Corpm:

Marlin Corps Sution i le lopmnent Bloard.
LJandilg Iorve iip Advisory (Oroup.
II-nl((ltllerm Security Screening Boa rd.
lieu dquarlers Security ;Review Board.
Marine Corps Ilectroilcs Advlsory Board.
Marine Corpm lxehaige Board.
Marine Corpti Mess I,1und Boar(.
( Central Ma'urlm ( Corpm Rlereatiou Fund Board.
Malin' Corps Stock Fund Board.
lila(lquiarts Mir, lunii (Corp Civilian Security Screening Board,
Malni Corpi I'Iannlug and lrograminig Conittee.
Uniform Board, Permanent Marine Corps.
Marine (orp Rose mrch and Ievelopnnt Committee.
Rlilacemnent Factor Review Board.
Ad Hoe Coni tt(e To Study MAlrine Corps Air Defense Responsibility,

Period 19110-70.
Alr Defolise Continuing Cominnittee.
P ernllnent Reports SereonJnag Comi itee.
I'eriiiellt Malrine Corp Abbreviations Board.
hloeiidliirters Advlory Coinittee on Civilian Trainllig.
Inforinll lonll Servie Coordinaiting Commliittee.
Journaliii Awird .Jtdging (Jmnniilttee, Aiinuil.
IIQMC Commiitte on Correspondenc( l'ractlces.
Board of Vis.itors to Maurino Corps Institute.

Bureau of Medicine and Surgery: Arned -Services Medical Materiel Coordination
(onllnnittee.

Chief of Naval Operations: e"
Shil) Cha ra(,teritlcs Board.
Personnel ! Monitoring Group.
Standing Commilttee, Shipbuilding, and Conversion.
Acoustic Intercept Committee, Navy.
Shore Station Development Board.
Command Shore Station Development Board, 4th ND.
(ND Command Shore Station Development Board.
Sub-Board Inspection and Survey.
Potomac River Naval Command Shore Station Development Board.
11ND Safe-Driving Council, Southern Area.
9ND Command Shore Station Development Board.
Aviation Ordnance Requirements for CVS/CVA.
Standing Committee for the Preparation of the Basic Naval Establishment

Plan, both Tentative and Final.
Advisory Board on the Naval Establishment Program and Budget.
Standing Committee on Readiness and Safety.
Amphibious Warfare Advisory Board.
Navy Stock Fund Board.
Commission for Maritime Meteorology, Working Group on Sea Ice.
Navy Research and Development Review Board.
Navy Film Production Board of Review.
Standing Committee on Personnel, Training, and Readiness.
Ad Hoc Surface Ship Radar Research and Development Program Committee.
Tactical International Data Exchange Committee.
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Chief of Naval Olerathos--Conthued
Arctic utnd Cold Weutler ('oordinating Committee.
Committee on the Interntiomul Rules of the Road.
U.S. Base Requirements Overseas.
National Naval Reserve Policy Board.
Cold( War Advisory Panel.
Continuing Commitiee for the Review of Plans.
Foreign Otlicer ExClhange Conunittee.
Berlin Task Group.
Submnarine Advisory Board.
Antisubnrine Conference Program Working Group, Group II.
Board To Reconunend Clanges lit the Personnel and Naval Reserve and

Training Departments. Ileadqua rters, 4ND.
Delaware State Reserve Forces Facilities Board.
4ND Naval Reserve Policy Board.
Conumand Shore Station Development Board 12ND.
Conuittee on Conservation and Utilization of Material Resources.
Naval Reserve Policy Board.
Armled Forces Disciplinary Control Board, Northeast Area.
District Naval Reserve Policy Board, Fiscal Year 1959, IND.
Massachusetts State Reserve Forces Facilities Board.
Comnmand Shore Station l)evelopment Board, IND.
Area Coordination Group 1 of the Interservice Supply Support Program.
lIND Rental Board.
1 IND Continuing Survey Board.
Board of Inspection.
Command Shore Station Development Board, IIND.
Southern Subcounittee of Area Coordination Group VI, Interservice

Supply Support Program.
State Reserve Forces Facilities Board, Southern California Section.
Armed Forees Diselplinary Control Board, San Diego Area.
Central Board of U.S. Civil Service Examiners for Puerto Rico and Virgin

Islands.
Training Committee for Headquarters, 8NI) and Associated Activities.
Naval Reserve Surface Program Review Board.
3ND Headquarters Planning Committee
Interdepartmental Intelligence Conference.
Northern Subcommittee, Area Coordination Group VI, Interservice Supply

Support Program.
Armed Forces Disciplinary Control Board, Seattle Area.
Shore Station Development Board, Guam.
Budget and Planning Board
Interference Reduction Board.
OND Audit Boards.
Comumandant's Management Council.
Dlstrlct Headquarters Planning Group.
9ND Continuing Survey Board.
North Central U.S. Joint Planning Committee.
Emergency Cryptographic Board.
OND Sub-Board of Inspection and Survey.

Bureau of Naval Personnel:
Protestant Chapel Fund Committee.
Permanent Naval Uniform Board.
Naval Aviation Evaluation Board.
Manpower Information Advisory Committee.
Committee to Review Enlisted Service Records.
Continuity of Operations Committee.
Security Review Boards.
Security Screening Boards.
Enlisted Performance Evaluation Board.
Chief of Naval Personnel Faculty Committee.
Standing Committee on Leadership.
Ad Hoe Panel To Review Public Information Specialists Billet Problem,
Board for General Review of Enlisted Rating Structure.
Permanent Warrant Officer Retention Board.
Permanent Board for Review of the Enlisted Rating Structure.
Officer Performance Evaluation Board.
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Bureau of Naval I'ersonnel-Continut 
Naval Reserve Officer Status Board.
Officer Status Board.
Management Development Panel.
Officer Records Committee.
Chief of Naval Personnel's Traffic Safety Committee.
Board of Audit Records and Funds of the BuPera Collection Clerk.
Permanent Change of Station Budgeting Board.
Commissioned Officers' Mess (Closed) Audit and Inventory Board.
Advisory Group, CPO Mess (Open).
Chapel Funds (Protestant, Catholic, and Jewish) Audit Board.
Tenants Relations Council, U.S. NTC, Great Lakes, Ill.
Audit and Inventory Board, Great Lakes NTC Nursery School.
Naval Training Center Safe-Driving Council.
Permanent Shore Station )evelopment Board for the Great Lakes Area.
Chief Petty Officers Mess (Open) Audit and Inventory Board.
Passive Defense Planning Board.
Commnisisoned Officers' Mess (Open) Audit and Inventory Board.
Joint Armed Forces Disciplinary Control Board (Illinois-Wisconsin Area).
Eye Hazard Determination Committee.
CNTO Center Council and Technical Advisory Staff.
House Committee, Commissioned Officer's Mess (Open).
BOQ Advisory Committee.
NTC Safety Committee.
Advisory Group EM Club (Neptune Club).
Rental Housing Board, USNTC, Great Lakes, Ill.
Station Deveropment and Work Projects Review Board.
Fiscal Review Board, USNTC, Bainbridge, Md.
Formal Survey Board, USNTC, Bainbridge, Md.
Station Development Board, USNTC, Bainbridge, Md.
Accident and Fire Prevention Council, USNTC, Bainbridge, Md.

Bureau of Ordnance:
Advisory Library Committee.
Hazards of Electromagnetic Radiation to Ordnance.
Joint Army-Navy-Air Force Fuse Committee.
Facilities Review Board.
Shore Station Development Board.
Research Division Guided Missile.
Facilities Board.
Management Improvement Committee.
Shore Station Development Board.
Planning and Development Board.
Survey Board No. 1.
Data Processing Committee.
Subroc Technical Advisory Group Committee.
XW-40/CORVUS Missile Coordinating Committee.
Contract Termination Settlement Review Board.
Security Screening Board.
Settlement Review Board.
Contract Division Procurement Review Board.
Inter-Bureau Technical Committee for Aircraft Armament and Ordnance.
Reserve Fleet and Dems.
Committee to Revise NAVEXOS Forms 3302 and 80I2A.
Contract Division Promotion Board.
High Altitude Sounding Projectile Committee.
Maintenance, Retention and Disposal.
ASROC Coordinating Committee.
Task Group) for Review of Mobilization Production Schedules.
BuOrd/BuAer Working Panel on Miss Distance Indicators.
Permanent Study Board No. 1.
Formal Survey Board No. 2, U.S. Naval Weapons Plant, Washington, D.C.
Electronic Data Processing Policy Committee.
Naval Weapons Plant Planning Board.
Narcotic and Alcohol Inventory Board.
Tool Screening Board.
Paperwork Management Committee.
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92 IMPACT OF DEFENSE PROCUREMENT

Bureau of Ordllluc-(lontinlled
Audit and Inventory Board for Colnnisploned Offieers Messes (t)pti and

Vlsed), M,5. Naval Weapons Plant, Washington1, D.C.,
111sln11ing O)liWer Cali Verification Board.
Audit and Inventory lloard No. 3 (Narcotlo, Alcohol fnd Alcoholih

beverages),
Budget Volnnlittee ot the Phltnlilg and l)evelolenlont Board.
Itental Appralisal 11oard,
Audit and Inventory Board No. 1 (CO1INss i Ned file's1'' Mess and 'I'eh,-

ihone Mesh).
Audit and Inveutory lloard No, 2 chapell Fund and Enlisted Men's Cluh).
NOII Storet Conmittee.
Inter-Laboratory Conunittee on Rdlting and Publishing.
Value Analys.iR Study (roup.
lechanieal and HMlt rolneehnittenl Systems Hubcninn ittPe of the Joilnl

Aruy-Navy-Alr Force Fute Connlittee.
1ward of 11M. Civil servicee lExadners for Scientific nlud Teclmnal l'erson-

nel ofthe Potonc River Naval Command,
Past Coast llboratorles Vo1111uttee on Antlsub11arin Warfare.
U.S. Advisory ('olni1ttee on NATO "(" Cores and Magnotlc Lanintion

5tandardilAtion.
leat Transfer Panel of the BuOrd Con1ittee on Aeroballotles.

LAIIA Coordinating Con1nttep (AtoiIe Depth Bonb),
Ship linproventent (ulde, (lals Inprovenent Plan, Material Imnprovemnent

Plan.
SUBROC (Subnarine Rocket) Joint Coordin1ti11g Connittee.
SUlROC (Submarine Rocket.) Task Team.
Naval Advisory Connittee on11 Hnn lHnginetrihlg.
Interservice Techlnical (oroup for Shock and Vibration.
Teclulcal ILibrary Advisory (lnlnnittoe.
Subcomnlitte onl Computers.
Recruitnent and Retallunent Committee.
NOTS Advisory Board.
Ilydroballiltics Advisory Connittee.
V ndersea Warfare Research and )evelopmnent Plan1nnig Council.
Torledo Mk 37 Mod 1 Task Team.
Torpedo Mk 44 Mod 0 Technical Task Team.
Torpedo Mk 46 Mod 0 Task Team.
"Jet Panel" of UuOrd Conmittee on Aeroballlmtics.
Technical Advisory Panel on Aeronautics.
Joint Ariny-Navy-Air Force Solid Propellant Surveillance Panel.
llyperballistics Panel of the BuOrd Connittee on Aeroballstlcs.
PUFFS Task Team (Submarine Fire Control Sonar).
Drag Panel of the BuOrd Conmittee ol Aeroballistics.
BuOrd (1onimttee on Aeroballistico.
Surface Wealon System Safety Conmnittee.
Standardization of Requirements for the Preparation and Procurenent of

Engineering Drawings. DOD Proj 703-27.
Polaris Reentry Body Cordinating Conunittee.

Bureau of Ships :
Shipyard Integrated Data Processing Committee, Norfolk.
)evelopment Advisory Committee, Pearl Harbor.

development Board; Pearl Ilarbor.
Shipyard Development Board, Boston.
Conmittee for Negotiation of Architectural-Engineering Contracts.
Navy Research Facilitles Review Board.
CNntract Review Board, Puget Sound.
Shipyard Development Board, New York.
Shipyard Development Advisory Board, New York.
Disposal Review Board, New York.
Electronic Data Processing Machine Steering Committee, Charleston.
Special Task Group on Bearings.
Navy Amphibious Material Handling Committee.
Fleet Improvement Council.
Junior Settlement and Property Disposal Review Board.
Boat Design Panel.
Aerodynamics Research Advisory Committee.
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Bureau of Ships--Continued
Armed forces Day-Committee.
Cash Verification Boards for Collection Agent and Disbursing Officer.
Hydroniechanlcs Research Advisory Committee.
Ilydromeclinics.Structural Mechanics Lialson Committee.
Imprest Fund Audit Committee.
Inventory Evaluation Board.
Scheduling Committee.
Shore Station Development Board.
Telephone Audit Committee.
Survey Panel.
Board of Material Inspection of Service Craft.
Shipyard Survey Board, Boston.
Armed Forces Day "Open House" Committee, Boston.
Audit Board for NavMed-1801, Statement and Inventory of Precious and

Special Dental Metals, Boston,
Narcotics and Alcohol Inventory Board, Boston.
Ad lHIoc Committee to Determine Facilities and Training Required for Fitting-

Out and Commissioning of CO (N)-9,
Shipyard Survey Panel.
Board of Inspection of U.S.S. Constitution.
Ad Hoe Overhead Review Committee.
Ad Hoe Committee for Inactivation of South Boston Annex,
Interdepartmental Material Control Manual Committee.
Shipyard Application and Scheduling Committee for Data Processing.
Precommissloning Inspection Board.
Fire Prevention Council.
Chemical Control Committee.
Board to Investigate and Determine Proper Utility and Rental Rates for
Rental Housing at San Francisco Naval Shipyard.
Formal Survey Board.
Station Development Board.
Facilities Review Committee.
Planning and Production Policy Committee.
Advisory Committee to DOD Project 703-27.
Committee on Anti-Friction Bearings.
Board on Changes.
Laboratory Computer Committee.
laboratory Development Board.
Laboratory Radioactive Material Committee.
Disposal Review Board.
Inventory Review Board.
Committee to Review Utilization of Engineers and Scientific Personnel.
Plant Priority Review Board.
Code Four Publications Inspection Board.
Auditing Board for Registered Publications.
Electronic Data Processing Co mittee.
Storage Space Review Board.
Station Development Board, Puget Sound.
Industrial Chemicals Committee.
Shipyard Survey Board, Puget Sound.
Shipyard Housing Board, Puget Sound.
Shipyard Pre InsSurv Board, Puget Sound.
Shipyard Safe Driving Council, Puget Sound.
Material Inspection Board for Service Craft, Puget Sound.
Naval Base Passive Defense Planning Board, Puget Sound.
Shipyard Training Committee, Puget Sound.
Computing Scheduling Committee, Puget Sound.
Radioisotope Committee.
Inter-Laboratory Committee on Facilities.
Reports Review Board.
Shipyard Survey Panel, New York.
3ND Sub-Board of Inspection and Survey at Brooklyn, N.Y.
Financial and Operations Policy Planning Board, New York.
3ND Material Inspection Board for Service Craft, New York.
Board to Verify Cash In Custody of Disbursing Officers.
Local Auditing Board for Unofficial Telephone Service.



94 IMPACT OF DEFENSE PROCUREMENT

Bureau of Ships--ontinued
Board of Inventory Narcotics, Alcohol, and Alcoholic Beverages.
Shipyard Task Group, New York.
Shipyard Screening Panel, New York.
Chemical Control Committee, Charleston.
Board of Inspection for Ocean and Inland Waterway Toym&.
Board for Periodic Material Inspection of Service Craft.
Joint Safe Driving Council.
Disposal Board.
Committee on Flexible Budget.
Passive Defense Training Committee.
Production Planning and Control Board.
Functional Engineering Practices Program Committee.
Material Control Committee.
Shipyard Development Board.
Shipyard Training Board.
Masters' Safety Committee.
Board to Verify Disbursing Officer's Cash.
Intra-Bureau Committee on Replenishment at Sea.
Hydromechanics Research Council.
SSN Noise Advisory Committee.
SSN Noise Advisory Committee (Turbine Noise Panel).
Navy Gear Industry Committee.
Navy Industry Switchboard Advisory Committee.
Industry Advisory Committee on Shipboard Cable.
SSN Noise Advisory Committee (Piping Noise Panel).
SSN Noise Advisory Committee (Air Conditioning Noise Panel).
SSN Noise Advisory Committee (Structural Impedance Panel).
SSN Noise Advisory Committee (Pump Noise Panel).
Advisory Panel on Solid State Physics.
Naval Research, Advisory Committee.
Advisory Committee on Nuclear Physics.
Radiological Policy Committee.
Navy Industry Committee on Propulsion Turbines.

Bureau of Supplies and Accounts:
Contract Review Board, Naval Supply Center, Norfolk.
Cafeteria Board of Directors.
Contract Review Board for Disposal.
Automation of Warehouse Operations Committee.
Contract Review Board for Disposal.
Disposal Review Board.
Contract Review Board.
Material Inspection Board.
Contract and Disposal Review Board.
Requirements Evaluation Committee.
Contract Review Board.
Electrople Data Processing System Study Group.
Contract Review Board.
YDSO Contract Review Board.
Contract Review Board.
Programs Committee, Federal Safety Council.
Position Evaluation Committee.
Shore Station Development Board.
Contract Termination Settlement Review Board.
Electronic Data Processing System Feasibility Study Committee.
Research Analysis Board.
Administrative Committee.
Contract Review Board.
Military Medical Supply Agency Station Development Board.
Military Medical Supply Agency Requirements Review Committee.
Station Rental Board (Craney Island).
Housing Fund Verification Board.
Formal Survey Board.
Financial Audit and Verifying Board No. 2.
Financial Audit and Verifying Board No. 1.
Shore Station Development Board, NSC.
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Bureau of Supplies and Accounts-Continued
Safety Committee. -.

Station Rental Board (Cheatbam Annex).
Disposal Award Board.
Utility Rate and Audit Board No. 1.
Utility Rate and Audit Board No. 2.
Screening and Appraisal Board.
Value Consciousness Committee.
Inventory Board of Narcotics, Alcohol, Alcoholic Liquors, and Precious

Metals.
Chemical Control Committee.
Non-Financial Audit and Verifying Board.
Station Development Board.
Storage Task Group.
Plant Account Survey and Formal Survey Board.
Nrcotlcs, Alcohol, and Precious Metals Inventory Board.
Materials Handling and Storage Methods Committee.
Electronic Data Processing System Policy Committee.
Electronic Data Processing System Feasibility Study Committee.
Disposal Review Board.
Surplus Narcotics Destruction Board.
Cash Verification Board.
Stock Control Committee.
Accident Review Board.
Eye Hazard Determination Committee.
Electronic Data Processing Machine Committee.
Shore Station Development Board.
Great Lakes EDPM Feasibility Study Committee.
Shore Station Development Board.
Safety Policy Committee.
Document Reconciliation Coordination Team.
Shore Station Development Board.
NSD Budget Board.
Survey Board Nos. 1 and 2.
Board for Certification of Cash in Custody of Disbursing Officer.
Imprest Fund Verification Board.
Training Committee.
Military Personnel Training Board.
,NSD Safety Program Appraisal Committee.
NSD Safety Policy Council.
NSD Safety Councilmen.
NSD Management Improvement Council.
NSD Classified Documents Destruction Board.
ASO Settlement Review Board.
ASO Interservice Supply Support Committee.
Defense Standardization Program Committee.
Data Processing Committee.
ASO Budget Committee for Aircraft and Facilities.
Steering Committee for Transaction Reporting.
Steering Committee for Accelerated Item Reduction Program.
Steering Committee for Transferring Functions of the Training Device Sup-

ply Office to the Electronics Supply Office.
Electronics Supply Office-Stanford Research Institute Working Committee.
ESO Navy Stock List Refinement Committee.
Requirements Review Board.
Transaction Reporting Audit Committee.
Survey Board.
Contract Termination Settlement Review Board.
ESO Stock Purchase Budget Committee.
Commodity Coordination Group 2.
Commodity Coordination Group 5 (Antifriction Bearings).
Commodity Coordination Group 6.
Commodity Coordination Group 15.
GSSO Budget Committee.
GSSO Settlement Review Board.
Navy Subsistence Office Budget Committee.

~M IuAaf~4 ~ ~ y
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Bureau of Supplies and Accounts--Continued
Navy Subsistence Office Subsistence Standardization Committee.
Ney Memorial Awards Committee.
YDSO War Plans Council.
YDSO Budget Committee.
YDSO IDP Policy Committee.
U.S. Navy Ship's Store Office Advisory Committee.
Petroleum Packaging Industry Advisory Committee.
Cargo Container Subcommittee of the American Standards Committee MH-5

"Container Standardization."
Bureau of Yards and Docks:

Automotive and Construction Equipment Repair Contract Review Board.
Contract Award and Review Board.
Research and Investigation Council.
Motion Picture Advisory Board.
Joint Utilities Board.
NCEL Contractor Selection Board.
NOEL Contract Review Board.
Contract Award and Review Board.
Contract Award and Review Board Selection Committee,
Board for Real Estate Appraisal Contract Awards.
Planning Board.
Special Projects Board.
Negotiated Construction Contract Board.
Specialized Equipment Procurement Advisory Board.
Contract Award Board.
Armed Forces Pest Control Board.
Committee for the Revision of Cost Classification Covering Station Mainte-

nance and Operations.
Executive Advisory Board.
Informal Board To Evaluate Capehart Housing.
Ad Hoc Committee.
Negotiation Board for Acquisition of Wherry Housing Projects.
public Works Transportation Center Accident Review Board, 12ND.

OEL Budget Board.
NOEL Property Disposal Board.
INCEL Scholarship and Professional Qualifications Board.
Cotract Review Board.
NOEL Senior Board.
Passive Defense Council.
Local Board, Shore Station Development Project.
General Safety Council of AREAPWO, Chesapeake.
APWO/OICC Contract Procedures Review Board.
Board to Review Utility Charges for Bellevue Housing.
Real Estate Appraisers and Title Evidence Contractors Selection Board.

DEPARTMENT OF THE AIR FORCE

Air Defense Command:
Target Systems Development Planning droup.
Group to Formulate H-48A/B Operational Crash Rescue, Helicopter Plan.
Group to Formulate Q-2A/C Operational Plan.
ADC/FAA Joint Radar Planning Group.
Facilities Evaluation Board.

Air Force Accounting and Finance Center:
Waiver and Remission Board.
Planning Board.
Budget Advisory Committee.
Advisory Committee.

Air Materiel Command:
Headquarters, Air Materiel Command:

AMC Council.
USA? Radio-Isotope Committee.
USAF Committee on Calibration and Repair of Precision Measurement

Equipment.
Government-Furnished Aircraft Equipment Rejection Reporting Systenm

Committee.
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Air Materiel Command-Continued
Headquarters, Air Materiel Command-Continued

Master Planning Board.
Military Construction Program Review Panel.
Project PIC Working Group-Plan for Improvement for Program

Management.
Financial Programs Committee.
Budget Review Committee.
Data Systems Committee.
Steering Committee--Propulslon Systems.
Air Vehicle Working Group Steering Committee on Consumption-Type

EDPE Requirements Computation.
Weapon System Program and Status Report Task Group.
Joint AMC/ARDC Program Coordination Committee.
Material program Review Committee Work Group.
Aircraft Engine Life Expectancy Committee.
Committee on Contract Maintenance.
Aircraft Escape Systems Equipment Advisory Group.
Ad Hoe Committee on Electronic Supporting Systems.
AMC-ARDC Communications-Electronics Reliability Committee.
Air Force Emergency Facilities Board.
ASPR Patents Subcommittee.
Settlement Review Board.
Property Disposal Review Board.
Personal Equipment Advisory Group.
Ammunition Equipment Advisory Group.
Commodity Coordination Group No. 31.
Commodity Coordination Group No. 34.
Propulsion Sub-Systems Equipment Advisory Group.
Commodity Coordination Group No. 21.
Airborne Power Plant Logistics Planning Board.
USAF Base Supply Automation Task Group.
Materiel Repair System Committee.

Middletown Air Materiel Area:
Modification Review Board.
Flight Safety Materiel Deficiency Task Group.
Support System Management Group Meeting.
AOCP-MOCP-ANFE-AWIS Committee.
Area Coordination Group II of the Armed Forces Supply Support

Center.
Mobile Air Materiel Area:

Hi-Valu Military Assistance Group Stock Balance 'and Consumption
Reporting Procedural Development Task Group.

Commodity Coordination Group 3. 4,
Commodity Coordination Group 9.
Commodity Coordination Group {No. 17.

Oklahoma City Air Materiel Area:
Facility Advisory Board.
Flight Safety Materiel Deficiency Task Group.
Purchase Methods Evaluation Board.
AOCP-MOCP-ANFM-AWIS Committee.
B-52 Modification Review Board.

Ogden Air Materiel Area:
AOCP-MOCP-ANFE-AWIS Committee.
Budget Review Committee.
Executive Council.
,Hi-Value Program Management Committee.
Installation Planning Board.
Modification Review Board.
Procurement Committee.
Supply Grass Roots Improvement Program.

Rome Air Materiel Area:
Modification Review Boarl.
Worldwide Ground Communication Electronic Equipment Maintenance

and Technical Data Group.
Commodity Coordinator Group-14 and 29.
Area Coordination Group No. 1.
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Air iateriel ( ontinand-Continued
Rome, Air NMateriel Aream-(Contlued

hiallitentlliee lingiuIirlug ilnlingellielit Mystema llieuumlent (olnlinlit te,.
(,aindlian Production Sharing Workifig Oroup-Oround Mletronilc.
010IA Cadre.

ln Antonio Matori Area:
linglio Control Oroup.
,linctrotle Warfaire Control (Orotip.

Itstallatin Facility Utilization Board,
Alreraft Accident, Investls tging Board.
IPlrelinme Methods l~vlmittion lPinel.
Hettlenlmit, Review lhmrd.
P'roeurenelt Comnittee.
Vaclity Advisory Board.
Conservation Ilohrd-lollcy Group.
I)isposaul Review lard.
l'ans tVoi'dillatoll Group.
Southern California ArizonaI Military Interserviho Tu1pectlo lEx( thminge

C(onnIIttee.
Wianer Roblitm Air Materiel Area

K-series, NIA- (IA, and MA-TA lINS Steering Conuittee.
'OlUnodlity (oordinaton (I roup 22.
Procirenent Survey Analysis 101valt iion Panel.
(0IR P Coordiuat Ion Control Board.
Facility Advisory Board.
Settlement Review Hoard.
Stlpply OperatiCos (onintteit.
Area Cmoordiuation Group.
(111' Task Group.
BIudget Advisory Comnminittee.
Property l)isomial Review Board.
Aircraft Accident Investigating Board.
Flight , Safety Materiel i)etlelncy Task Group.AOCI1-NMOCl'-AN IH'-AWI A Conmmittee.
Modtfleatlon Review Board.

Air Materiel Force, Europeani Area :
Comnittee ol Project Money Saver.
MAP Centralized Jet Engine Overhaul Facilities.
Rales Contract Review Board, Central l)lsln(mitlon Task Force.
Master Planning Board.
Sales Contract Review Board, Enrolpean Southern ])I sositIon Task

Force.
Management Connittee, Reporting Requirements.
Overseas Weapon Systen Suplort Group.
Sales Contract Review Board, European Northern I)isposition Task

Force. i
Financial Pole. y Committee.
Base I)Isposal Board.
r-2I Managenient Committee on Improved Logistics.
MilitaryAssistance Program Management Committee.
IHEI)AMFEA Procurement Conunittee.
Technical Staff.
Oversea. Equipment Management Group for C. and E.
Budget Review Committee.
Command Installations Planning Board.
Equipment Review Board.

AMC Aeronautical Systems Center: Committee for I)evelopment of Manu-
facturing Process for Aircraft Materials.

Headquarters Wright-Patterson Air Force Base:
Commander's Executive Control Meeting.
Budget Advisory Committee.
Financial Management Council.
Air Traffic Control Board.
Flight Safety Council.
Planning Board.
EqiIpment Review Board.
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Air Mtterel I ( nrInind-Conitillcd
)ayton Air Force Depoit:

AN/AItC-l8 UInniigemintIt ''isk group .
AN/AR(-05 MiIIIIngeIen Tausk (Iroup.
Itilctron Tulbe li,fllillellt, MaiiIngemet, O Croulp.

A I r tesea rch and developmentt Comndmn
Small illisillis (Jlidalnc(' oroup.
Illterservice (roup for Flight Vehicle Power.
ASTIA Operational Liaison Conmittee.
Council for Military Aircraift Standritrd.
Veapl1on Syt,ens Review Board.
W weapon Systen )eveloiment Plan Board.
Budget Evaluation Comnittee.
(omluter (onindltte.
1Prograin Poli('y and Proce(iures Board.
P)rograml Bulgetilng committeee,
Bliectroinugneth. Warfare Advisory Group.
Advanced Countermeasures Steering (oinittee.
Coniun cations Technical Advisory Comnittee.
Project 7770 Review Board.
)ata on Tr-Service Working Group on 8olid Propellants.

I)ata on Aircraft and Missiles Engine Advisory Group.
USAF Nuclear Weapon System Safety Group.
Technical Advisory Panel, Systems Management Division.
Technical Advisory Panel, Air Force Ballistic Missile Division.
SNAP Hazards Committee.
Joint Air Force-Navy Store Suspension Working Committee.
Aircraft Monitor and Control Study Group.
Aeronautical Standards Group, Airport Lighting and Marking Panel.
American Standards Assocatlon, Inc., Sectional Committee 8-2 on Mechani-
cal Shock and Vibrating, Exploratory Group S-2-X-43 on Testing Elec-
tronic Comaponents in High Intensity Sound Fields.

Major Connands Crew Station Advisory Group.
Interservice Group for Flight Vehicle Power, Advanced Methods Working

Group.
Council for Military Aircraft Standards, Committee CP-38, Torque-Tension

Relationship for Nuts and Bolts.
Solar Working Group of the Inter Service GrQup for Flight Vehicle 'ower.
Coordinating Representative Group on Earth Phiyslcs.
Coordinating Representative Group on Oceanography.
Communications Technical Advisory Committee.
Executive Committee.
Flight Safety Council.
ROAMA-RADC QRC Committee.
Project Review Board.
Technical Advisory Group on Surveillance Techniques.
Inter-Station Supersonic Track Conference.
Structures Working Group of Interstation Supersonic Track Conference.
Instrumentation Working Group of Interstation Supersonic Track Confer-

ence.
Interstation Track Conference.
Frequency Working Group of the Interrange Instrumentation Steering

Committee.
Interrange Instrumentation Group.
Electromagnetic Propagation Working Group of the Inter-Range Instru-

mentation Group.
Missile Flight Safety Group.
Edwards Airspace Coordinating Committee.
AFFTC Standardization Board.
AFFTC-NASA HSFS X-15 Joint Operating Committee.
Vehicle and Materiel Handling Equipment Board.
Facilities Planning Board.
ARDCR 62-10 and AFFTC Sup. 1.
Master Planning Board.
Flight Safety Council.
AFRMD Nuclear Weapons System Safety Group.

1
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'I'eelitleiil Adtviimiiiy firoul, Alir l'rovIg~li (111oll '.'nf.r.

AiMTaiig ('oIumuII~ Bad.

Armd oiN4t Comlil'(nlttoite

All udust ulii Command'r : l~n eoliN141 .1

ATO ilalAlatio lua III4' AII~iNg Bar. oiiil1'

Hil ltIizat ley Pauuliiiti

h~,'' idutia 14)11r 4111teit Board.
1"illll I'iihioli Hoard.

Amari lI'll IO Advlitiot ('vonli .'l Creeille AI11 ii
Facili11ty 111t ilio 1) Board, re. il iNin
Moei II tIIIlzK tolluel10,Geevle l. N s
N'lll I' ll ityat iol 111111d.
11i1"(1 Mel IIIIIg Botiyard . tju Vl~lt ~lnl
lATV ~nll)lr Adv isoryv Board.t ee
NIaTi Mtlea Illohllg Btvewoard.

Facility Ill ilizati1oi Board ese l 1l,1isi
Ilase Exelia ge Advimory ('mIniultte.
Mintiallls 'IIIII llin Bo ard.
14patce Iliato4)1 CokanielT~wryAl.
N rchiteet 'Inineerol XI'led o 14 nl .lklh~ i
lIase 11-1latigo Advisory Commilit tee. T;rnckln ad Ali'll. II44
Facihity Uti1lization Board, Oackhndl AVII. ii

I Ielit i111i lloii lihar, t4mvklamn AFB. l~
tItuu lning R ( 1 wnil lAisoryni Oomi.
F''lillt Utilization Board. acanAI.

JacmltyCmal Ail lw Utilization Board. ~eeAB
hiawe Exchaner' Advory Ommlnchl.
Base 'Menu Planning Board.
Mothicl ee lItin t~o Panel.
Facility Utilization Board,.tme PNim
Lowry M Pawnig Board.
Rimchangne Advisory C()lfl i tee
Hinsae tilition ('nmittBoar.
Vehilele Utilization Panel. or VI

Facility Utilization Board. 4ikadAH

Vehicle Utilization Bael. akndA
Base MeanUtlationg Board. tx A11.
Base 'Menu Planning Board.

Vehlicle Utilizationl Panel.
Adisorly Utinlitieon enaral lce.fBaeEcag

BaeMenu Poardn Bad

Space Utilization 0)11mni itle.
Vehicle Utilization Panel.

Adiln dvsory CommitteGea.oiisofBs xhne
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Ah'lrainhng (Inniland-Cothm l
Hn|llimi ,IIlHoard.-

HplIIo Utilization N1lnilittee.V01hh0l Utlilzation 11111l.
lilnmo Malltor Mienu P'lanning Ioard,
JInIIO l cX(hlalgo Advisory (Collinittoe.
Wing Aiot(n' Vehileo Hurvey lotard.
raaredo AB Iftxlialgo Advisory (Oonmittee.
Hplio Utilizltion Ooznmnitteo.
Vehicle Utilization Panol.
lxichango Advisory committee.
1Home4OI, Menu Board.
lhlSo Instalhltlons P]anillng ]Board,

Alr iUnivoruity:
Hoard of Visitors to Air University.
National Society for the Htudy of Communication,
Conminittee on Moniorialization and Decoration of Academic and ResearchFacilities,
Assn. of American (eographors, Advisory Committee for Air Force ROTC.
Amorhuan Political lclence Aiochation, Advisory Committee for Air ForceIIO'IC.
10ditorlill Advisory Board, Hleadquarters, Air University.
llesorve Training Materials lReview Committee.
lonumnand Planning Board.

ArchitecltAngineer Selection loard.
MCP Review Panel.
library Sub-Command F, quipment Review Board.
Maxwell AFB Vehicle Utilization Board,
Counter AFI Vehicle Utilization Board.
Mlitorial Board, 8882 School Group.
Reproduction and Printing Committee, 3882 He(hool Group.
Library Comnittee, 3882 Hehool Group,
]nmtructlonal Aids Committee, 8882 School Group.
lqnipment Review Board, 8800 Alrbaso Wing.
Fire Marshal Council, 3800 Airbaso Wing.
Installations Planning Board (Master), 8800 Airbase Wing.
Meti Planning Board, 3800 Alrbase Wing.
Facilities Utilization Board, 3800 Airbase Wing...

Continental Air Command:
Operational Readiness Committee.
Operational Readiness Working Committee.
Henlor Planning Group (ADP) committeee.
Commando Permanent Installation Planning Board.
CONAC Review Panel.
tIq Continental Air (onmand Budget Advisory Committee.
Steering Committee for Automatic Data Processing.
headquarters 4th Air Force Budget Advisory Committee.
Equipment Review and Authorization Activity.
Headquarters, 4th Air Force Reciprocating Aircraft Standardization Board.Ileaihluarters, 4th Air Force Communications Management Committee.
Numbered Air Forces Local Air Reserve Forces Policy Committee.
10th Air Force Local Air Reserve Forces Policy Committee.
Permanent Installation Planning Board for the 14th Air Force.
14th Air Force Air Reserve Forces Policy Committee.
State Reserve Facilities Board (Arizona).
Joint Flight Standardization Board.
Base Master Planning Board.
Rent Appraisal Committee.
Master Menu Planning Board, Mitchel AFB.
Maintenance Planning Committee.
Materiel Resources and Equipment Review Panel.
Flight Standardization Board.
Aircraft Accident Investigating Board.
Flying Safety Council.
Fire Marshal Council.
Ground Safety Council.

6t:Fgf-TW -- 'v-01"-
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Continental Air C1onnntand--4 oitiued
Southwest Area Joint Cointniltt ,.
Installation Planning Board.
Installation Planning Board.
Fliglht Standardliation hoard.
Flight. Safety Board.
(1-110 Flight Standardization Hoard.
Base Planning Board.
YEquipping Review Board.
Installation Planning Board.
Flight itadnrdilsation onid.

IHeadquarters (1munind:
Ileaddijrters' (',oii~tinitid, I THA 0 (ommanilnd Iiannnitg Board.
Committee for lstaidilthnent., of a ("lilitil e ilIoo HipHlllY Hyxtet'l.
Interserviee M tipply HUlillnt Committee.
Commanlnd Modlflvation lIeviow Board.
Command Budget Advisory ()tinnittee.
Itental Appraisal Comnittee for Wilburi Ilotilg.
Facility UtilisAtion Board.
Committee for Control of Supply and 11lqulmient i,xpeltditures.
Base Flying Safety Counell.
Flying Safety Council.
NCO Ground Safety ( olmiltite.
IfXeeutive aroundd Safety Councll.
i)lsaster Control Offters Couneil.

Progranuing (0ltninlttee, 1()1 Airbae Wing.
Inatallations Security Council.
Fire Marshall's (Jounell, 14)0Ist Alrbnse Wing.
Bilxe planning Board.
Operations anId Maintennce Itevtlew Board.

Ileadquarters UJSAl'1 :
Air Force bl1listlc Missiles Cointuittee.
Air Force Contract Appeals Panel.
Air Reserve Forces l'olicy Connittee, Air Force Itemerve l'olicy Connittee,

Air National Onard Policy Connittee.
Air Standardisation Coordinating Conmittee, Working Party No. 44 (Air

Transport Systems).
Air Standardliation Coordination Connltti0, Working Party No. 85 (lin.

guage and Terminology).
Annual Meeting Reviewing the Resupply of the DI,'F Line.
Army-Air Force Wage Board.
Ad Ioc Coinuttee for a Separate Budget for the Air Force Reserves.
Board of Directors, Army-Air Force Exchange and Motion Picture Services.
Budget Advisory Board.
Combined Warning and Target Information Panel of the Canada-United

Kingdon Joint Conununications-'llectronils ConnMittee and U.S. Military
Coinnlrnicatiolls-Wlectrotiles Board.

DOD-FAA Advisory Committee.
First and Second Line Aircraft Board.
Force Estimates Board.
Data Development Advisory Group.
llqs. AMC Committee to Coordinate Computer Integration of War Plants

and Programs.
International Committee of the Aero-Slace Medical Association1.
International Committee of the Association of Military Surgeons.
Joint Air Target Materials Specifications Working (Oroup.
Joint Committee to St'Ntdy Remote and Isolated Duty Pay.
Joint Methods and Procedures Panel of the Military Conmmntnton"Elec.

tronies Board.
Soint Warning and Target Information Panel of the Military Communica.

tion-Electronics Board.
Materiel Data Requirements Policy Group.
Medical Working Group, Joint Technical Intelligence Subcommittee.
Military Construction Board.
National Bureau of Standards-Air Force Working Group.
Production Sharing Policy Committee. U.S.-Canada.
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I leadquirterN 11SA F--Continued
lteeruitllg Advertljng Agen'y Selection Board.
lequirenlento lieview Board.
Hiltellite tit ci ligelie' Iteql reinelitH Conlnitt ep.
Nubcoinuitte for the Review of I)lagnostic Nomenclatures and Classiflea-

tions.
Hpae Hurvell ne Intellgence Support Co mnittee of the U.S. Intelligence

Board.
11.S. Air iorce Medical Itemenareh (ouncil.
USA1' lr(queiy Denity (Iroup.
VIHAi I round-AIr 1)ati Link ('oordilnt lng ('onillittee.
1HAP 'rlnting (Coinmittee.

Weillion Boiird.
lchentlitle Advimory Board to) the Chief of Htaff, UHAF.

Slientifc aduci Tctlinicll Nxialoitatlloln Prograin Working (Oroullp.
Air IPorce Colnell.
(Iridahh lleeirlh (ooi'dinltion (Collimittee.
All iorce (olitrai AdJutunelt Iloard.

M illtairy Air Tl'laiu4iort. Serve:
lMATi'S Counil.
illiuiget lRevlew (Cllnfnilltee.
(Conuilercll Airlift (C'ilpuliilty ,iirvvy ('immlittee.
l'rou.'ireilient ( oail uittee.
All 'i'riiiHlort (',iia lity iarld.
()ierntioiill lteiillilp'iu lteview (olinn ittee.
liitillhilln Progranli leview Painel.
lrograminilng (ominttee.
Aircraft Chilracterh~tle find lConfiguirntlIon Board.
M(lin ii lon Coninlitttee.

aiIltorlial Advisory Board.
ICA()A(O(I (oordinlhig Connittee.
Joint Meteorologicl (ominlnittee for t lie l'uiillc Coiniand.
Alaikln Meteorologicail committeee.
Vorking Orolip on Weather (houiunileitionN.

\Workling Oroup oel NVitiher Pllnt.
Working (IrouI oil lie Interniailonal EX(liilgie of 1'ast Weather I)at
('iiihadoilnited tatem lteglonii liinning (Iroup Meteorological Coninittee.
Finance Manageniient (oninittee, McGuire AFII.
IOASTA Flacllileh, Itevlow 'oliililllee.
IDAIASTA11 lPhilnelili Mainagemnit Comittllee.

EASTAF Flying fSafely Council.
WES'rAI l' un l (uiell ( Finneiil ,inigeniont (Colnnittee).
WETAI' Plans Study Group.
WEBTA Flying Hour Capability Conmittee.
823d Air Iivislon (MATS), Travls AFBI.

liiendqimirters lrolst Air Tranlisort Wing, Travis APB.
Office of Safety, Ilmlst Alrbae (Groeup.
15t)2d Air Transport Wing Disaster Control Councll.
1502d Air Transport Wing, Heavy, Equllient Ileview and Authorizltion

Activity.
1502d Air Transport Wing, Heavy, Chief P'ilot's Standardization Board.
1705th Office of Safety.
1705th Air Transport Group Standardization Board.
Financial Management Committee.
Equipment Review and Authorization Activity.
Base Security Review Board.
Equipment Review Board.
1707th Air Transport Wing Ground Safety Council.
1T0th Flying Safety Committee.
1707th Flying Safety Council.
Wing Standardization Board.
62d Troop Carrier Wing (Heavy) Resource Management Council.
02d Troop Carrier Wing (Heavy) Safety Council.
62d Troop Carrier Wing (Heavy) Flying Safety Council.
02d Troop Carrier Wing (Heavy) Ground Safety Council.
62d Troop Carrier Wing (Heavy) Security Council.
62d Troop Carrier Wing (Heavy) Fire Marshal's Council.
62d Troop Carrier Wing (Heavy) Base Vehicle Utilization Hoard.

fl~g~ K'
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Mlilltnry Air Tranlport. Hervicie--Contitled
(2d Troop Carrier Ving (Heavy) Master lIanlning Board
(12d Troop Carrier Wing (hleavy) EHtipmelnt iReview 1l11d Auithorization

Board.
(12d T1roop (arrler Wing (Heavy) Space AllocatIon Hoard.
IRHP Vehicle Utilization PIallel.
Wing i xelitive Safety Council.
Wing tandaradization Board.
Base Equilpng Review Board.
BIse Fir Marshal's Couneil.
Air 'Pralie Control Council.
11ase lMe lmlnI7.at1. t oll Cnlllittiiee.
Vlng Tkanagelmnent Council and i'lancilN Mnaliltgement Collnlittee.

1002d Wing Construction ]Rieview Panel,
1602d ATWV Flying Safety Council.
1002d ATW Aircraft Accident Iivestlgating Board,
Aircraft aroundd Accident Review Board.
1004th ABW Safety Counell.
Installation Planning Board.
Project Review Panel.
1005th ABW Flying Snfety Coiuncil.
Vehicle Utilization Board.
Installation Security Council.
AATS Motor Vehicle Utilization Panel.
Flight Line Safety Board.
Faellitles Utiliation Board.
1007th ATW Safety Council.
Filancial Mainagenlent Comnllitteo.
IP-101B Weapons System Phasing (iroup.
Base Planning Board.
Autonmtle Data Processing Systenl Planning Group.
Motor Vehicle Review Board.
Automation Committee.
1(108th ATW Flying Safety Council.
(round Safety Council, l(108th ATW.
Wing Planning Board.
Wing Sclheule Reliability Council.
Aircraft Logistle Support Councll.
Motor Vehicle Utilization Bomrd.
1611th ATrW Flying Safety Council.
Base Exchange Advisory Council.
Fire Marshal's Council.
Menu Board.
Vehicle Utilization Panel.
F'SAF COMLOONET Phasinlg and Coordination Group.
Civil Reserve Air Fleet Atlantic Operations Board.
Pacific CRAF Operatlons Board.
Base Master Planning and Review Council.
Base Essentiality and Maintenane and Operations Program Review Board.

Strategic Air Conunand:
Command Equipment Review and Authorization Activity Board.
Requirements Committee.
Cias V Modification Working Committee.
Architect-Engineer Selection Board.
SAC Installation Progranm Review Panel.
Strategic System Requirements Committee.
SAC Target Panel.
SAO War Games Committee.
SAC Equipment and Auth. Activity Board.
Joint SAO-NORAD Planning Board.
Training Requirements Review Board.
Command Evaluation Group (Source Selection Boards).

Tactical Air Command:
Headquarters, Tactical Air Command.

Budget Review Committee.
Budget Advisory Committee.
Command Installations Program Review Council.
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Talcleni Air Connnsnd-tutl
Iheadqun rters, TatIh1al Air (,osnaud-('onthatted

Colaiat1d h1111 111 i lont 11 Plannilng Board.
''atleal Air (.onuititud Mlodlflcaton Review Board.
(Voinanid IlDjulqping Review Iloard.

lleadquarterm, Ninth Air Force:
( -Olmlnusld PIlnuiIIg Board.
0th Air Force 1 'nllmtualllty llelew Panel.

WH(1 i Air hamp (roup. TAC:
1111 ' l'qllllilllt Roevi w Board.
lll.Valu lheview Board.
lhnms lqannlng lhourd.

budget Advisory ('onnilhttee.
l'oeal Area l,'lylng I'roc',dtire, Favilitisn ad (idCntrol hoard.

Hlllaw Air Force flhame, TA{:
budget Advilry (Vioiilti Ie.

TA( ll18lruilnent i'roedllres Board.
Iliie lgqtillliilint Rlevhew Boaird.
llilae Mnamter lanning Boalrd.

Aircra'alft Aelhdeitt Iivemtilgalhig hosard.
IllI-Valu Board.
Panel 11, lime l,]qullaiinn Review, Board.

Ilewart Air Force flame, TAC:
linflsa Air 'Priftle Control Clolnell.
Ilndget Advisory Commlttee.
Aircraft. Accident Invextigatlng,
Alrcraft Acciden t. Preventive 14hlrvey Board,
H1oe IIi-VailU honrd.
MllI-Air' Nell r ( 'ollislon liavetigat ll hillllon i rd.
flame llaniig Board.

Hlynolr-Johllmon Air Force lanis, TAO:
HeynoUr-Johinon iahse Planning Board.
Alrcraft Accident Preventi 1 Hurvey Board.
Ail'ratt Accldent I nvestlgii lg loard.
Ill-Vanlu Review Board.
lihle lqilpi g Review 1boaird.
Medical Iltupldy fllld Equipinent Board.

,Myrtle Ileclah Air Force late, TA(:
Insltillatiln Facility Utilization lord.
354th TA(I'ITWO Air Traffic Control hoard.

Pope Air Force flase, TAC:
Flying Hafety Council or Air Traffic Control Board.
Aircraft Accident Investigation loard.
Hlase Survey loard.
Hase Eqnuipping Review.

Cannon Air Force haie TAC:
Financial Advisory Cominittee.
lHsm I Master planningg Ioard.
1158e l ssentiality Review Board.
Aircraft Accident. Investlgat ing Board.
Equipment Review Board.

Luke Air Force Base, TAC:
Installation Facility Utilization Board.
lase Equipping Review Board.

Ingland Air Force flaie, La. TAC:
401st Alrbase Group, Clomptroller-Financial Advisory Comnilttee.
Air Trnffic Control Board.
Aircraft Accident Investigating Board.
histllations Facilities Utilization iloard.

Nellils Ali' Force Base TAC:
Base Planning Board.
generall Aviation Planning Board.
Equipment Review and AuthentlcatIon Activity.
Aircraft Accident Investigation Board.
XTSAF-Clvil Pilot Meeetings.
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It, Wis fotll(I Itt, lho Army lind live medical depots and tho Navy
badi~ live, HcItft4red itcIr)ss die (4Jllttr. itoe l'eiiscolit Naval Stationl

wits gll'ili Ill tield lpliem 1 400 umiles aIway frontJ it4 (depot, inEde
wit', N,.1, whi cthey euhl hav gof ten fro an ArmI y Depot, inAl11l11fit ;, shiort, (limlancs iwwy. Tito Hitme t hiiii foi- Clio Arm11y. Fllt

I)ix w.'ns geltilig fheir u ediel l Hupplios fronu SVI;iaect,..dy when tlhey
V'Ild hiiive gotfell I hei front l '(ige-,'ater, it few miles away.

11tF r A14111LIITY T,4, 1 l0

II ( )allund thire wits it Navy w(l ild dpo t)or on11 HidO of the
Htieet, win il Arlmy de)ot, o te ot hi(of ieh, 'Ihie ioneri (,mmittP45
1illi(0tlli(,441 hit, iliiy W1eln goijl to hol so0e 10 arinlgH onl (,)nllOn
HIIl)l)lY IyroiIleinIt1111, (listriltifOi. 'I'hos5e hieltigs were, going t)
1141 on t l IIth of .1 ly 1951. On thle 17th of Jilly 1951 2 (lays before
1,11o hieiil-ig it (liretivo clie oUt. of the Seeretity's' Ofice saying Chat,
they welo going 4) make soIie "feasibility ests." 'lhey were going

Mt 1ily tlii feasibility of whl(,thio' or lot oil" services could not by,
store, It'nd (IiHtbili vol)iloll it41iH for all thrle. They said the first
thing to be stlU(lie'.I Was lr(MicIl Hllh)plis 1111d 0jlUipIM(ntL That was
1i0t, It very happ (he);i5 i~l it) 1,ii tagoion Iit, it. was not until March
1952 that. th Htldy got 111i(orwity anfit was stipposi to lit. for 6

0 1MAIIONKY A MXNI)M NT

'Tit lionliel (.Alillilitt'(i, %V41lit, to tE WP, , (4)11,1, iIr the stidy was
Ieing conducted aIt in Augist, 1052 to se how they were getting

along. ' le tiost, ,ias su,,.esful. So it. was pre .smed that they cou(l
ilit*glitte ll ,the (lepotl. About, that. time, you gentlemen, senator
I)ougli atn(1 Senato' ()'Mithoney, became very active on the Senate
side and were res )onsible for getting through an amendment which be-
,uoe known Its Clio ('Mahoney uimendment to the 1953 Appropriation
Act, which called on the Secretary of Defense to issue regulations to
develop an integrated supply systein for common items. A good di-
rectivo was issued shortly thereafter but, it (lid not go..across service
lines. That is, across Army, Navy, and Air Force lines. It called
for intradepartmental improvement.

MEDICATST UMV,8FUL

Coming back to the medical test, the committee was told that the
Munition Board was going to evaluate the test, get all the statisticA
and then decide what they were going to do. At a later hearing, as-
surance was given that it had been successful and they were going
to apply it to all depots.

About that time, however, came a change in the administration and
Mr. Wilson and Mr. Kyes and some of the other people who were
not familiar with all this background came in, and to make a long
story short, they went the other way. The Budget Bureau did not
use its authority to intervene. It let the military have its own way
though now it says it has supported the single-manager plans for
several years.

51680 0-60- 8
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MEDICA16'rwr DISCONTINUED

It. Novetmber 19154, th temt, was dimsoitintied. 'rle Hoover Com-
iSmion people, MAeiibrs of Congress, and others who were interested
In ood sUpl)ly lnaIligeinlent raised it protest.

Xyetr III r they reifititlted what was Called the sin4l4-nlflhaner
Y14011 (or 811I~l-01iOn 11,10 clothing. That is o1 of the I' conmnodity

groups they were goilg to study ill 19)51. Since 1955 several mlore
single niantigers have i'beenl set U; including medical again. None had
heti set, up since 1111 until the Meorutelk-Curtil amendent to the
Reorganization Act was passed. Tis act called' upon the Secretary
to mtkei more prourtes in connon supply service Ianagellton. ini the
l)epal-mu.mntt of l)efeise. )othrs have been ilded tid there will
be m1"oro. A plan for son 1)90,99000 oeetromuic/ehwtrical items is lbing
st udie-d with the llreeo dlmirt.mllts contending for the job.

Mr. (ihairtuan, ats more and mtoro of these single mnagers are set.
u), they mIust Im tied together.

'l'h ('"IAtICMNAN. allow Many lines have beeni brought under the
miit IniaaUgelieit eont ty

A1', AlD. I'he are six ditfereni toniniodity groups.
'l'h0 Cml,\M A,\N. No groups. What are tlose six groupsV
Mr. NEmaAN. SubsisteWce, medical Hl)plie S, clothimig and textiles,

pt roleuut products, a-duiistrative supplies, handtools, ind hard-
wareN and related iteus.

'l11e Cm AIRMAN. Not. automobiles, jteps, station wagons?
Mr. NF.WStAN. Not yet, sir.
Mr. WARm. 'fhel is rem1son to believe that is in cotenlplation.
The CIIAIMAN. Not. eolnnunieations equipnentl
Atr1. NE:WMAN. No, sir.

Mr. WAm. I believe in that, field, too, consideration is being given
to a single manager. Secretary Mc(uire can testify with respect
to that.

"80HMU REAL BUY89 OF (IOVPItNMENT suRrihus

Senator O'MAIIONEY. 'Ar. Chairman I have been looking over this
exhibit. which the witness handed to the chitirnan, for the last, 5 or
10 minutes, and I find sono rather extraordinary revelations. This
is a document dated October 19)69 entit-led "1P7a lDirt," 1)ublished
monthly by the Rex Equipment Corp., "Sonme Real Buys." lis pa>.
ticuilar coIpy was addressed to Art Callahan Engineering Co., Post
Office Box i81, Springfield, Ill.

Now, as I turn the pages of this I find some extraordinary exhibits,
as I say. I have atempted to mark them. Gasoline and diesel driven
generators unused, 500 kilowatt, direct current, $27,500.

The explanation of why they are unused and still surplus I do not
understand. That. is not. given here at all.

Itemn after item in these pages are items of unused Government
surplus property for sale by this company which issues a monthly
bulletin. That in itself indicates that there is a tremendous amount of
material for the disposition by the company. There is column after
column. Unused Government surplus, 6: 00 x 16 tire and tube, $15.50.
Well, three and a half additional. Hand truck, unused Government
surplus, barrel bed, iron wheels, and so it goes down the line, until
I find here at the end of the page "Austin, Western Hydraulic Crane,
unused, all excess rise, $2,750."
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This is offered for circulation by the company. "Would you like
to receive Pay Dirt 'regu larl If so, please complete the following
and mail to Pay Dirt, Post Oic Box 35A, Dallas, Tex,"

Here is an opportunity for this committee to obtain monthly this
publication of Government surplus of tmused material which is being
sold by this equipment corporation at reduced prices.

The CHAIRMAN. I would suggest that members of the strff order
this to be sent to them at their home addresses.

NEGOTIATED rnocu aMENT

Mr. WARD. Mr. Chairman, may I add something about negotiated
contracting, I have some material that will be of interest to you.

The Armed Services Procurement Act Public LAw 413 of1947, as
was brought out this morning, contemplated that procurement gen-
erally would be done by advertised 'bids. The act was so stated. It
contemplated that negotiated contracting would be the exce tion
and not the rule. However, as the Comptroller General saidthis
morning, 80 to 90 percent of contracting is now negotiated. Chair-
man Vinson of the House Armed Services Committee testified before
you on June 3, 1959, in connection with the Renegotiation Bill, H.R.

086, that 90 percent both by numbers of contracts and by dollar
volume--are negotiated.

BUSINESS V 100 LARGE CONTRACTOPS

At the same time there has been a steady increase in the amount of
the business that goes to the 100 large contractors. (See p. 26 of
the background material on economic aspects of military procurement
and supply prepared by the staff.) For the period July 1 1950, to
June 80, 1951, the 100 largest contractors got 61.2 percentofthe total
volume. For the period July 1, 1958, to June 20, 1959, the 100
largest companies and their subsidiaries received 73.8 percent of
the total and largest 10 received 37 percent of the total. At the
same time the value of fixed-price contracts have declined from 87
percent in 1951 to 59 percent in 1959 and the riskless cost-reimburse-
ment contracts have increased during the same period from 1-2.7 per-
cent to 40.9 percent. Chairman Vinson of the House Armed Forces
Committee, testified that lie had a study made of the quality of the
Government contracting officers. He said that in his opinion:

Senator DovoLAs. Mr. Vinson, you have had more experience in this matter/
than any man in the country over a long period of time. Do you share my feeling
that this is probably one of the worst abuse s that has crept Into our Government
namely, the overstatement of costs and the excessive profits made in war conf
tracts in the presence of such a large percentage of negotiated bids rather than
competitive bidding?

Mr. VINsoN. I have been disturbed about it and I had one of the staff mem-
bers, the House gave me $150,000 to build up a staff and look at the matters and
this Is my general counsel. lie had been with the committee for 7 or 8 years.
We had a study made of the qualification of the men who sat across the table
with industry. I was dumbfounded and shocked at their lack of knowledge on
what they were dealing with. If a man is going to negotiate a $50 million con-
tract or a $100 million contract, to deal with big figures, and he is sitting across
the table with a man who is employed by industry, he must know everything or
else he is absolutely at the mercy of the mind and brain of the other man.
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Unfortiniately, the governmentt does not have people who have had that ex-
perience and that background In a great niany Intatances. There art inttaucet
where they do hinve the background. I had it check made on tll these people
and I wais surprised alt the lack of knowledge and backgroumnd. Yet they haws
dealt with matters involving negotiations of $0 million or more. How could
I sit acroiw the table with some representative of the aircraft Industry and talk
1it1)11t. Iullitli' ltiss"leo find things of that nature, how coutd you, as brilliant and
smnart 1t4 you are, You would be absolutely at their iercy.

VAIU1 OF VOMPFTITIVE BIDS

Mr. C(hairlal, wlien contracting is done by competitive advertised
bids, and that. linens stating minimum requirements, getting free and
full competition, public openings and awards to tile lowest. resI)olsible
bidder, that. is it protection to the bidder and to the Government. It
prevents fawritisn, nepotism, collusion and those other abustls whici
enter into the conltracting. It is a protection particularly to the con-
tracting officer. He needs it tixed rule to go by,-Mr. Chairman.

Under real COletitive bidding, tile competition is between this
supplier and that supplier, each equipped with his facts and qualified
stagf and the Government should profit. Wen it is it negotiated con-
tract, the competition is between the contractor and the Government
employee whom Chairman Vinson has described.

The CHAIRMAN. Mr. Ward, all three of us who are on this com-
mittee lave been working at this problem for at. least. 10 years. I
want to say the Defense )epartnent, in 1954 did improve on the per-
centage of contracts which they obtained by competitive bidding. But,
since 1954, and particularly i'.n the last 2 years, there has been a de-
crease in the percentage dollar volume of contracts obtained by com-
)etitive bidding and corresponding increase in negotiated contracts.

I[ think we all feel extraordinarily frustrated in fthat the more we talk
about this matter, the more evidence we bring before the people, the

worse things get.
Is there anything that, we can do?

POSSIBLE IMPROVEMENTS

Representative Curris. That is what we are going to try to find oit.
The CHAIRMAN. I want Mr. Ward's advice. He has been working

on this for 10 years.
Mr. WART). In my opinion there are a lot, of things that can be

done.
The CHAIRMAN. Now tell us.
Mr. WARD. First of all, we should no. have rival groups buying the

same sort of thing. It is inflationary and wasteful. If you have, tile
best staff from three or four or five or eight, different agencies and
put them to work buying, they will do a whole lot better job. A
trained, high-caliber career DOD 'Supply Corps is needed.

Representative CuRirs. You are talking about common use items?
Mr. WARD. That is so with any other items also.
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COMMON MANAOEMENT

Th11e C(IAIRA. Vou are saying this common. management should
be extended into the field of transportation equipment and into com-
munications? 1s that correct?

Mr. WARD. Where there is more than one group that is using the
same sort of material you should have common staff and facilities to
do the common jobs of procurement, storage, transporting, distribu-
tion and disposal.
There should be a great deal more advertised bidding. It is easy

to get in the habit of negotiated contracting. When you negotiate a
contract once, the contractor gets the know-how and lie is on the inside
track and when more of the same thing comes up he is in the best
position to get the business. That is one reason for the constant con-
centration In the ones who are already getting the big business. It
is progressive and it is riskless when we use so many cost-performance
contracts.

ADMIRAL RICKOVERIS USE OF ADVERTISED BIDS

Representative CVRTIS. May I comment on this at this point: Ad-
miral Rickover testified, and he handled the procurement of the atomic
submarine, that a large percentage, and I forget the percentage figure
he used, was procured under advertised bids. The point I am making
is that even in a piece of brandnew, highly secret weapon, so much of
it is common-use components. 'he radios aboard, the pipes, and all
of that. If one is dedicated to this business of getting the best price
which you can by advertised bids, you can go about doing it. I be-
lieve the record of the cost of the atomic submarine bears that out
because under Admiral Rickover it was procured below estimates.

Mr. WARI. I think that is right. Expert procurement people will
tell you that there is a great deal of common'ality in the materials, the
components, that go into ships and airplanes and tanks and various
other large equipments..

Instead of buying the whole end item by a negotiated contract, a
great many of the components could be bought on competitive bids,
the materials that go into it, which would constitute by far the great-
est part of the contract.

You could get more advertised contracting that way. There could
also be a great extension of the use of the open end contracts to prime
and subcontractors so the Government will obtain competitive prices
and overhead costs of separate procurement will be reduced.

The CHAIRMAN. Is this to be done by a change in the law or is it to
be done by improved administration or is it to -be done by demanding
disciplinary action against those who refuse to carry out the process
of competitive bidding? How do we take hold of this?

NEED FOR TOP-SIDE MANAGEMENT

Mr. WARD.' You mentioned that to Administrator Floete, this morn-
ing. He has a broad charter in the GSA Act which Ijust read. But
he is not able to carry it out. He is not strong enough to carry it out
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against the military unless the Bureau of the ltudget, and I would
say the President, sides in with him and helps in that problem. A
top-side management problem is presented.

Mr. Floete is not at the Secretary level. He does not have the
tremendous staff and backing that the military have through associa-

tions, leagues, big business and the like. It is an impossible thi.g
without executive Office assistance. There must be the constant
pressure from committees of Congress, too.

Representative CuRTIs. May I interject here because I think it was

your staff work which brought this out before and it isa very im-
portant point.

TURNOVER IN SECRETARIES9 ETC.

The turnover in the Secretaries and the Assistant Secretaries of the

Defense Establishment, the average term is about a year and a half or
2 years. They are barely in the job when they are out again. I have
heard many military officers say, "We will just relax until that par-
ticular fellow who might. be causing a little trouble goes." Then they
are back in business again.

Mr. WARD. In connection with that, on page 205 of the staff report, is
a list of the various Secretaries, Assistant Secretaries and Under Sec-
retaries who have been in the Department of Defense since the creation
of the DOD in .1947.

Representative CuR'Is. Does that show an average length of tenure?
Is it around a year and a half or two years?

Mr. WARD. Something like that.
Representative CuRTIS. That is one of our problems.
Senator O'MAHONEY. Mr. Chairman, ma I ask Mr. Ward this ques-

tion: As I look at that chart over there, the volume of procurement
expenditures for fiscal 1959 was $23.8 billion; is that right?

Mr. WARD. Yes.

EIGHTY-SIX AND FOUR-TENTHS PERCENT NEGOTIATED CONTRACTING

Senator O'MAHONEY. And 86.4 percent of that procurement was
purchased by negotiated contract.

Mr. WARD. That is right, sir.
Senator O'MAHONEY. 86.4 percent of $23.8 billion is $20,600 million,

is it not ?
Mr. WARD. That is correct.
Senator O'MAHONEY. That means that at least a fourth of the entire

budget for procurement-I mean the national budget-was expended
on negotiated contracts.

Mr. WARD. Yes.

LIMITING NEGOTIATION BY LAW

Senator O'MAHONEY. Would it not be a simple thing to provide by
law a limitation of the number of negotiated contracts which couldbe
made for cominon-use items?

Mr. WARD. In contracting, I think, Senator 'SMahoney, you do
need to negotiate under certain conditions. These are the ones that
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were used to sell this Armed Services Procurement Act to Congress,
(1) when you do not have a competitive market., you must negotiate
and (2) when you can't write a specification. But the law has been
abused.

Senator O'MAHONEY. Is it necessary by negotiated bids to sell some
of the material that was mentioned in this "pay dirt" circular that you
entered?

Mr. WARD. No.
Senator O'MAIJONE Y. Could that not be excluded by law?
Mr. WARD. My point was that when you go to buy those materials,

it is conceivable that you may not at the time have a competitive mar-
ket. Sometimes you do have to negotiate when you can't get what you
want because it is in short supply. That is one situation.

Then when you cannot draw up a specification for some new thing
that is to be built you have to negotiate that sort of contract because
you cannot describe what you want. But you can buy the materials
that go into it by competitive bid and you can get bids generally on
common items if you want to.

Senator O'MAHONEY. Have you secured any information about the
type of items that have been purchased by negotiated contract?
. Mr. WARD. It is mostly heavy goods and missiles and so on. A
great many common-use items or components of these heavy items
could be bought by competitive bids. It is not the question so much
of the legislation; it is carrying out the intent of the legislation,
Senator.
. Senator O'MAHONEY. That section which carries a provision by

which a department, such as the Department of Defense, may be
exempted from the terms of the legislation is essentially a bad one.

Mr. WARD. The exceptions were too broad. The act says that the
general rule is to purchase by competitive bids; that is, written com-
petitive bids. , But it listed 17 different exceptions when they might
negotiate, and those are so broad, there are so many loopholes, they are
able to get most anything under those various exceptions. (See p.
84, staff report.) -

On page 91 of this report (staff report)" is a breakdown "Small
Business Procurement by Program." The important thing from the
standpoint of our hearings on the impact of procurement on the econ-
omy is the life and death power that is in the hands of the contract-
ing officers, who if Mr. Vinson is right, are not particularly qualified.
The impact of their actions on the economy of the country is enormous
because of the billions of dollars involved in the negotiated contracts.
That is really a serious thing.

The CHAIRMAN. Do you think we should revise the legislation and
could we reduce the 17 exceptions?

RETURN TO ADVERTISED BIDS

Mr. WARD. I believe it should be considered. I would like to see
the Congress go back to the use of Public Law 3709, which was the
competitive bid statute which was built up over a period of 150 years
or something like that and which required real competitive bidding.
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'01111M yoll hadi tot p1've to t he .olltpt hlet (10eiee, Ituil tiofto m4olttle
ollo Ill till Polt'ttgoll 1110 lit. ItWI18 ii eetmiitry to legot-ite. Het1iIll itg Co
11164 1)1111161i)14e wOlthd Po it t bg waty.

I'iit. tu't, W11H 'sildodt Wilon1ti iihe IAtw 4111 wast jitmtott in 10)47
initofr lks tho thi'ee 111ttiy Hervh.iem the ('oitmt. butd anid N ACA
W0110 VOW01t',ted, IM live 09"0110014 WVIe gi velt tt pilrl huhto' lexibht'

t'lttttIOKNTi 'IViIIIN AN AIMMN littiKi MIAI N~10' (IM4iVtt NWHYMl'A'ItON

I nukight fifty, 11l8o, flhnt Wheilthe Pt'eside1t, oigited flth t et (P1ublic
tAkW 4113) hot Wrote it letter to vitvlt Oo of ft"e fivil al(111 Wtiil WhONr

14\11ivieg th)e 1148,i witthtt V.il be hateo in "the) of 1tt1 -e Jedted
IVNTiferit o fO11)WI$)

MiY' tlRAt NItP, lItiNutAXtCK.: I httVO 10111y ItI1giteit lilt4, 1,41to Which 111114 bllt4t phnIutt'd
by (1h0 V01119eSs to fliItO precKuretutetit of rsutppic44 find mervit" by the [te-
Immlita oft thle Army, the Navy, find thet Aitr 1ore, tho (Nnitit (Auat'd, attltii
Nuttlottal Adv'isory otnmtiltt tot' Aeroinutieo, a1114 for other putr~flotN.

111lt. MI nosil eft a series itit nrlet'and ilt onutitim confittinttg regithatloitsm
whiteh litfivo limt4li te offlettnt olitmatlomts4 of Pmwtetet.ollvet III till-
titilltttry Uselmwes, the C'oast. Oullrd anl tite Nattiottal Advisory ('onuimittee fotr
Aetnttttes. I know that. under yotti' administration thlt flow Act will ake

Tho act state this basic itolleies tif thlt, (lov'ertmtet within respect to livwuttrp'
tut by the arnied servivos. It delires that a% fair propotion of till ipro(ttrt'-
Inent Ahall, I% piavvxt With small butsintess eotteerns. It atlso titates that fill
ltui'ham 'a tttt eotrttitts, for suptivits anti services shalil ho tmtade by advertimittg,
oxelit under eietsutnasitx-illed lit time Act where exceptions to thIi gentertal
illky may he t1n1t410

This 1hill grants unrcdttdfreedoni fromt sitecitic proctireunent restrict ions
during Iwavotine. That freedom is giveit to perimit the flexibility aind latitude
nteAded lit presenttay nationttl defetime activities. The basl' need4, however,
reitisits to at-%urot favorable price ati adetlute met'vive ito the Clovermnent. TIo
the degree that restrietlotta have been dintflshed, therefore, resptonsibliity upon
the Vhief e" Establishment hitit beent Itncreased. 'There is (lottger that tihe natural
desire for flexibility atnd speed i procurement will leadl to excessive phiaieent
tof contracts by negotiation antti uttdute reliance up~on latrge concern"t, aid this
must not oceur.

lW3r these reasons. I am asking you to ispecify (etttiied standards to guide your
pirocuremuent offim-ers eotim-rning the ptlacitng of business with small concerns and
the eircumatances under which they nity waive the general policy of advertising
for bids. It is of great itniportanee In procurement matters to establish standards
and definitions to guide till personmnel whio have authority to place contracts.
Otherwise, differences In Interpretation and policies may result In Imprudent
contracts anti give rise to doubts about the wilsdomi of this new procurement
system.

As oon as practicable. I would appreciate a report front you c'oncernintg your
general plans for Implementing this act. I am also asking you to report an-
nualLv, as of the end of each fiscal year, the total value ofomitracts negotiated
under the Individual paragraphs~ of section 2(e), and the total value of Con-
tracts placed with small business concerns during the year.

Sincerely yours,
HARRY TRtuMAN.
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Mr. WAI. Thls went, to the live agencies ittited iii the Armed
Services l'rocuro ieJrt.Act:

I have ohiy igii(d 11.1t, 1110, whh'h ham boon limmd by the Coingrene "to
feat'Ilitato |ro'reniteuit of iftipiiiem and enrvicem by the tDepiirtnite tit the Ariny,
the Navy, mad the Air Force, the Count (uard, and the Natioal Advlory Com-
mitiiitt| for AeriolUaittlem, timid for other p|lipoHee,"

ilt, 110I IWllleem it orlem of iIrl|iate andial liOtlfiifitlg reglillatiolN
Wlltt Jmloiv I iiliirted flit em(dolit (nirlel'itl~iN (of proqlr rtolnit ofUcerfl In (tie
mltltnry ng eneue--

Ititt so Oil.

Tle lit(' ( mtint4 ie buln' jflil('le of the 1(w( 'rnillintflt with remped to pr(Klrelmelt
by fl' itnorijd etrvl(,e It doelnirei' a fair prol;ortioli of nH protnirement mhnl be
Ila('ed with ominil nllelnom (,onteerlN. It aiilo mtjitN tlnt nil tmirehneo and
coiltraect for etplllpte ind service mlill lie inade by advertising, except tinder
,Iretunintiiep mlsilled fit the act where exceptions to this general pliey way

be illtdi,.
ThIN bI reilrta iiauirecedented freedoi front mpeflet procurement rtrictioni

(Wring 4pwoetlniti, That freedonl Is given to pernnit tlie flexibillty end latitude
needed ill present dny national defense 1etlivitlo. The b1mle need, however,
roiiieiiil 'o assure favorable price nl adequate services to the (JCoverninent.
To the dtgrele that roetr(,fionlo have been dUniluimlied, therefore responxtblilty
upon the Vefeome tRiatcblihtnent hu eoen Inerenmed. There i dentiger that the
tittirel desire for flexibility end mpeed In protolretlontt will 4ed to exeesilve
IPletelelnt, (f ('onlltreto by negotiation ci1t undue reliance upon large concerns,
ii1id thil Illitnt inot o (.ltr,

I will not read the rest of it.

(10S1401,41 INTIEND)YE) NFARYOIATION TO JIM EX(CIMFION

So the Congress saidl negotiatois should be the exception and the
'resident adihionished the agencies alout the excessive use of it.
The CHAIRMAN. But it has become the overwhelming rule.
Mr. WAto). That is right.

At)VERITIMEI) BID SEYLI' SMALL BUINE

Representative Cut(hrs. I might say that the Small Businem Corm-
iittees of the House, and I think the Senate, have made continuing
studies into this area of tiegotiated and advertised bids. 1 am familiar
with the studio up to 3 or 4 years ago. I am sure they are no different
today. But it showed as the percentage of advertised bids went tip,
the percentage of participation of small business went up. As nego-
tiated bids percentagewise went up, the participation of small busi-
ness went down, which is another very interesting fact.

The CHAIRMAN. Are there aty other questions?

EXCESS FROPEWRY LISTS

Representative CuRTIS. There is one thing, Mr. Ward. You gave
us samples of this Department of Defense excess personal property
monthly list. I happen to have as my example the one that is dated
April 1958. Do they put those out each month?

Mr. WARD. Yes.

-g-!
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,lepri ,etoivt (lttivo .1 lirt. ) t h1 th we will hilvo l.11 tli ncord wllu
we al'.' talking ailout, a11i I have 1111d these toforo l11d I Iaiv, ' vo u1(,
HOlkl spteiellem oil lhe Ill 't of the I loume. 'rhim i its dotnllietlt. that, is
'234'pagnss a1nd thlI is ahout. whlt they l1re iuh 111o1tii, i11d I htave .itr
rou1tghed out. t'oUllg1y I20 items on eitt-it pag 1111d if you1 until iply huO
out you liavo about *30,000 item.

1I, ou iu taket a look at olUe of thoe 0 i1114s H01110 Of tho1 in tl1hoe
111' Wol'ill t 1iiill t do1 1s l i,1 ,e . I will t grat 'olU 11n t 10o au1111y,
uit the e 1ro some like 11halt. Thurle i1re others that n11? Ihe only wort''h
it)ll of elltm I'llch, hut tihey are in tem1sll of n1il tliol 11alit it ies.
,l st a review of this 1 6t , aild aIki1ig tle questliou how did I hat, ever

get, il the garmge pail, iluikes ol1 wonder or cert ahiill' tadsem ule
wonder anlmb t oir iMlritrl'11 et pi'lwtive0. 1 11111 ii little bit. (olle1'iled
of ,ahliug tooll 11111ell attelntioli to t1l0 gal'lRige pail method of juldging

i I.'urgillIeitg .l i thei Iit a y for 4 yearsi iI World Wiar It, 1 foIUd
o11o wily of dispOSilg of surplus prollelty, and tilat. is to elop a hole ili
the hottom 1111 Indu it under 0 Iho writer. I hanve see it, done. I hulve
seen holes dug whi','e suirplus propllty is buried.

I do uot want to eleoilr'i1 go tihe uiniitalay to dispose of surplus
)1'oper'ty ill that. flsllion, soI t1ii1 it will n1ot'show 11)) ill the gia'lhage

pail and (11stiol1s will hi' asked. 1 11111 aiixiou8 to 110!irove ur 1r111'-
Phlls p'ope't . disposition 1111 ltods, and I think we ,an ilp tfrove them
considered hlvK I llope it way to cor'i'et tlit' contents of t 1e gal'b ge
p)lil is to go o'ver this 1i1d of list andl thel dig into the procur'1ement
I1'iwtit'es which crated it.

I know thialtil 10) '11ll 111 1gUe1nrals an11d adliI'alls come before the eolU-
litte es of congresss an d ( ,lhld this system, il the light of I lis glaring

evideneo that. it is not working eflieie'itly. They 111ce a coustinlt, de-
feuise of each little thing, saVing this i i riglt 11d that i right. and
luakt eolustalt t'sistall e to the t1al ediets of (on gri'ess, the laws of
tile land whieh havo been pmssd to cor'eeth use, illetciucies. 'Iey
avoid trying to eari't" out. some of the.e things thlat. ('pigiss las
looked into time and t11110 again, anld says this umust, bo'sto)ped. They
have ben ordered to stop Ild its sOOll 114 Whoever i1ais ismued tle order
g.s ollt of the )efeuse )el)artnient. as a '. eivilin Seeretary or Assist-
miit Seereta1', they start i1) all over algalin.

1 havl been in it. now for .10 years, " Enforcement of discipline alt
the high level in my judgment. l>)roabl' is the answer. here villy ie
god to he attMine'd in a eourt-niartiAil of a top ranking admiral or
general who has been subverting this. Maybe that would be the best
way to stop it right down the line. I'am hopeful that in these studies
we will be able to piloint the thwarting of the will of Congress a
little Imore.

INMT EFAT OF ,tOINT ECONOMIC cOM MWEV.

If I miuzy, Mr. Chairman, because I was not here this morning,
I (lid want to get my views in why it. has become necessary for the
Joint Economie Collimittee to get. into this area. In our special
studies under the special staff into the problem of economic growth,
employment, and price stability, time and again in the committee

IMPACTi Ora tH,10INAM, PHOMOUMMM'
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hteariligm Il lhe ImpS,.-1 lrxrpDred for 11H, it wats pointed oit. thl.t mnilleSl~ry j~l'ro(rl' t hT,,K 8solarge al recItd the ev(,oloyl 11 our reces-

s1ls Itid coralinly tfheted the orderly growth of tile ecollotly ofthis Ctolllltlry,

1IACT ON HMAII, IIINK148

We H o its itnpcii(t in the sMaill business sector. I have always
argued thit. the bItsic reason for the Small Business Administration is
Iocittusei wheti the Fetlei'nl (lovernmetit must go into the market heavily
in military lno'uroent. By flltu re-a+and this is not, said in adverse
(1it-icim 1- 1 heilitlary proce'iinent oflces +will deal with the larger
('om)anies in preferelnce to shall concerns. They are more sure (ll(l
there is o riticistn if it contract with General Motors might go wrong.
But wheit something in it contract with a good, sinal company in
St. Louis, Mo., whose name is not widely known, goes wrong, they say
"Why did you ever (10111 with the company?"

I think it, is necessary in these periods of big Federal procurement.
to try to maintain the orderly balance that normally exists in our econ-
omy between the big con panics and the small companies. The small
('otnplniem are out growth companies, the new companies, the ones
that. are trying to show through their effiiency and right ideas that
they ate entitled to become larger.

So it. hIMwoes itl)olant. ,.there, to keel) that. balance. Offshore pro-
curement im another very big factor. I doubt. if we will have time to
touch it.. But, it is a very m)ortant thing in the Federal Govern-
ient's expenditure picture from the standpoint of the objectives of
1)oth our defense and building the economies of friendly countries
abroad.

,This question of "buy American," the exception to the Reciprocal
Trade Act, where we get, into considerations of defense. Procurement
l)rictices, aire altered even to the extent that depressed areas are
granted in many instances special consideration, which well might be
i goA thing. This whole sul)ject is so large in our economy that it
heconis necessary, I believe, for a committee such as ours~which is not
l'gislaitive, to lo(;k into it, to try to get the bigger picture.

8YSTHM5, NMT INDIVIDUALS, AT FAULT

I want to say its these hearings go on, at this time, that although
ny remarks-and I have already made some which are adverse criti-
cism towards some of the practices of some of our military leader-I
do not want to have my remarks really in that context. I am not
criticizing iIndividuals as much as I am criticizing systems.

I think the very men that I might criticize as individuals are
splendid people. But I look for errors in the system. I am convinced
that the system is not right. and that much can be (lone to improve it.

As these hearings go on, if I am critical, and I will be, I do not
want it to be taken in any personal sense at all. I was introduced to
this subject during the 4 years when I was in the Navy in World War
II. It is a most difficult job. The ablest men that we have in our
country would be making mistakes and will constantly make mistakes.
I do not object to mistakes being made.
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NEED TO PREVENT REPETITIVE MISTAKES

What I object to is this infernal insistence that mistakes do not
occur and then covering up and hiding them and a refusal to see the
mistakes and learn by them so that we can improve this system.

Senator O'MAHONEY. Will the Congressman yield?
Representative CURTIS. Yes. I have just finished, Senator.
Senator O'MAHONEY. Congressman Curtis, I would like to ask you

with respect to that garbage pail you have been talking about; what
the definition of it is as it stands there before you? Is it signed by
an body
R resentative CURTIS. Yes. This garbage pail inventory, no.

This is the Department of Defense, excess property, and it has their
seal on it, and it has a cancellation date on this one which I am just
using as a sample. The April 1958 has a cancellation date of August
1, 1958.

This other one, a more recent one, apparently they have changed
the format, January 1960, is actually signed by Herman C. Hangen,
director of Armed Forces supply support center. That has a cancel-
lation date of May 1, 1960.

Senator O'MAIIONEY. Is he still in the Government?
Representative CURTIS. I presume he is. This is 265 pages as op-

posed to 234 pages.
Senator O'MAIIONEY. Will the Congressman read the first para-

graph on the frontage ?
Representative UURTIS. "This index of DOD excess personal prop-

erty is issued by the Utilization Division, Armed Forces Supply Sup-
port Center, Washington 25, D.C., under authority contained in De-
partment of Defense Directive 5154.14, and Department of Defense
Instruction 4160.9."

(The material referred to follows:)
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Jams 23a 295
NUMBER 5154.14

ASD(S&L)

Department of Defense Directive

SUBJECT Establishment of the Armed Forces Supply Support Center

Rate: (a) DOD Directive 4000. 8, Basic Regulations for the
Military Supply System

(b) DOD Directive 5126. 1, Assistant Secretary of
Defense (Supply and Logistics)

(c) DOD Directive 4130. 2, Development and
Maintenance of the Federal Catalog System
within the Department of Defense

(d) DOD Directive 4120. 3, Defense Standardization
Program

(a) DOD Instruction 4140. 12, Utilization of Depart-
ment of Defense Materiel Assets

(f) DOD Direictive 5126.14, Department of Defense

Materiel Secretaries' Council.

AUTHORITY, PURPOSE AND INTENT

A. Pursuant to the authority contained in the National
Security Act of 1947, as amended, and Reorganiza-
tion Plan No. 6 of 1953, and4.n furtherance of the
basic policy set forth in reference (a), the Armed
Forces Supply Support Center is established within
the Department of Defense as a joint center of the
military services under the authority, direction and
control of the Secretary of Defense, with functions,
responsibilities and relationships as set forh below.
The Assistant Secretary of Defense (Supply and
Logistics) shall, within established procedures,
act for the Secretary of Defense in carrying out
the provisions of this directive.

X-
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I

B. The purposes and objectives of the AFSS Center are:

I. To provide the most effective and economical administra-
tion of certain common supply functions of the military
services.

2. To promote and coordinate integrated supply. management
among the military services concerned with common
materiel.

3. To develop means for the elimination of any undesirable
inconsistency, duplication and overlapping among supply
operations of the military services, and for the elimina-
tion of any unnecessary administrative procedures.

C. The AFSS Center will not engage in the determination of
materiel requirements, or in procurement, inventory control,
storage or distribution operations.

II. MODIFICATION OF DIRECTIVES

This directive modifies the provisions of references (c), (d) and
(e), which will be changed accordingly.

I. DEFINITIONS

A. Commercial items of materiel - those items required by the
military services, which are generally used throughout the
civilian economy and which are available through normal
commercial distribution channels (frequently referred to as
toff-the- shelf" items).

B. Non-commercial common items of materiel - those items
required by two or more of the military services, which
are not generally used by the civilian economy, including
items of similar manufacture or fabrication which may
vary among the services as to color, finish, marking,
etc.
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IV. ORGANIZATION AND FUNCTIONS

A. Scope

The AFSS Center will confine its activities to the fields of
"commercial" and "non- commercial common" materiel#
except to the extent that the cataloging, standardization#
and materiel utilization programs apply also to non-
commercial, non-common items of materiel.

B. Management

The AFS Center shall operate under the general direction
of a council, the name of which shall be the Armed Forces
Supply Support Council, and under the direct supervision of
a Director.

C. Responsibilities of the AFSS Council and the Director

1. The AFSS Council provides a fully-representative execu-
tive group, responsive to the military services, but under
the direction of the Secretary of Defense, to exercise
general direction over the work of the AFSS Center. The
principal functions of the AFSS Council will be to approve
and review progress in accomplishing the work projects
established by the Director of theAFSS Center; to approve
appointments to key positions within the AFSS Center on
the recommendation of the Director; to make decisions
to the extent authorized, based upon the analyses and
recommendations submitted by the Director, to be im-
plemented through appropriate channels within the
military services; and to make recommendations
(including additions to and changes in DOD Directives
and Instructions) for decisions and implementation by
responsible officials of the Department of Defense. The
AFSS Council shall delegate to the Director the authority
necessary to carry out the functions of the AFSS Center.

2. The Director shall be responsible to the AFSS Council
and shall be in full charge of the internal management
of the AFSS Center, with responsibility for supervising
current operations, planning and conducting approved
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work projects, determining the data required, and
obtaining such reports and information as needed
directly from the military services. The Director
will establish work projects, prepare analyses and
recommendations, and select key personnel, for the
review and approval of the AFSS Council.

D, Functions of the AFSS Center

The AFSS Center is charged with the performance of the
following functions in accordance with the applicable DOD
Directives and Instructions°

1. Administers the Federal Catalog Program in accordance
with reference (c). The AFSS Center will prepare and
publish catalog data and insure conversion of military
supply systems to the exclusive use of Federal Catalog
data.

2. Administers the Defense Standardization-Program in
accordance with reference (d). The AFSS Center will
recommend the assignment of responsibility among the
military departments, monitor studies, and monitor the
development of specifications and standards in accordance
with approved plans and schedules.

3. Administers the Defense Materiel Utilization Program
in accordance with reference (e). In this connection the
AFSS Center develops procedures, to be executed by the
Commodity and Area Coordination Groups after approval
by the AFSS Council, to assure the Cross-utilization of
assets in order to minimize procurement, stockage and
transportation.

4. In accordance with specific study projects, conducts
analyLes of the operations of the supply systems of the
military services concerned with commercial and non-
commercial common items of materiel, to obtain opti-
mum integration in the interest of increased military
effectiveness and economy. Such studies will include
the development of practical steps to foster efficient
interservice utilization of assets; to increase the
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degree of commonality of items; to obtain greater con-
sistency in requirements computation practices (factors,
cycles, lead times and levels) and distribution patterns;
and to achieve closer working relationships among the
organizational elements concerned with the management
of common supply, i.e., inventory control, procurement,
distribution and standardization. Particular attention
shall be given to such matters in the commodity areas
covered by Single Manager assignments and the Single
Department Procurement assignments.

E. Relationships with oASD(S&L)

1. The AFSS Center shall conduct its work programs in
accordance with objectives and policies developed or
approved by tie Assistant Secretary of Defense
(Supply and Logistics).

2. Specific projects for the AFSS Center will be established
by the Director with the approval of the AFSS Council,
based on proposals made by the AFIS Center itself,
including any member of the AFSS Council, any military
service, or the OASD(S&L). The Assistant Secretary of
Defense (S&L) and the Materiel Secretaries of the Military
Departments shall be kept advised of all projects.

3. Reports of the AFSS Center Director to the AFSS Council
will be transmitted concurrently to the Assistant Secre-
tary of Defense (S&L) and to the Materiel Secretaries of
the Military Departments. If action is not taken bythe
AFSS Council within a reasonable period, the Assistant
Secretary of Defense (S&L) will call for a report from
the Director and the AFW Council and obtain actiOn
through appropriate channels.

4. The Assistant Secretary of Defense (S&L) shall review
and evaluate the work of the AFSS Center and may call
for reports on its work at any time. Such reports shall
be furnished simultaneously to the Materiel Secretaries
of the Military Departments.

5. In the performance of the responsibilities outlined in this
directive, the Assistant Secretary of Defense (S&L) will

51686 0-60---9
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utilize the advice and assistance of the Materiel
Secretaries' Council in accordance with the procedures
established in reference (f).

P.staffing

I. ASS Council. Tie AFMS Council shall consist of a
Deputy AD(S&L) as Chairman, a principal military
representative of general or flag rank appointed by
each of the four military services, and the Director
of the AFSS Center.

2. The APS6 Center. The Director and Deputy shall be
ap hinted by the Secretary of Defense after considering
recommendations of the Materiel Secretaries' Council.
The Director will be a civilian and the Deputy Director
a military officer. Division Chiefs and the professional
staff of the Analysis Staff shall be appointed by the
Director with the approval of the AFSS Council. These
positions will be filled by either military or civilian
personnel. Staffing of the Analysis Staff and the
Materiel Utilization Division will be on a Joint basis.
The normal tour of duty for military assignees (other
titan those on temporary detail) will be four years.

G. Administration

1. The method of financial support and funding for the
AFSS Center shall be arranged by the Assistant Secre-
tary of Defense (Comptroller).

2. Administrative services required in support of the
activities of the AFSS Center shall be arranged by the
Office of the Secretary of Defense.

V. IMPLEMENTATION

A. Each military service shall designate its member of the
AFW Council, and an alternate who shall have the power
to act in the absence of the principal member. The Secre-
tary of Defense shall appoint the Director and Deputy
Director of the AFSS Center. "
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B. Within ninety days after the date of this directive# regulations,
procedures, organizational and staffing plans, and arrange-
ments for financial and administrative support# required to
implement the provisions of this Directive, will be developed
and coordinated with the military services by the Chairman
of the AFM Council and submitted to the Secretary of Defense
for approval. The Assistant Secretary of Defense (S&L) will
be responsible for the coordination of these matters with
other cognizant elements of the Office of the Secretary of
Defense. The military services, ASD(S&L), ASD(Comptroller),
A8D(MP&R), and the general Counsel will detail staff assistants
to work with the AYSS Council and the Director in the accom-
plishment of the above steps.

Beorettay of lefene



NUMUR 4160.9
VANI :41nifit 11# 1960

SI*JftI Policy tlovernin tile Ufflati Sereening of PISCems Personal

fle1'aiivee: (R) WD11 Intmeton 11160,, ' POIWiY Uovel-iis thle 11ltIIiatioi,
ti-oot1 or V.wallNooa ixitior 111o Clio Vltrto1 of
OtA lxvllM 0 Itor1atembor 1990 (vouitlated haorao).

(1) 0~01) 10In tion I1WA) "reasi N P 1161 Ma i d Hales
tit awil'te Nrgiotnal h'ro.ierty) Iioluditig Forei gn Ixften"

Wo 11011 Divective 1(0.0)6 "fii Vittu@ Formiula Fild douulittol (lodo"
.plioale WA Excess tud l1wilwiap-Ole T'ypo Itelnal tiroperty

(A) MIDK 4h tn1160.14 j 1b, Plitoy uAM roedurea 11lik4tAig
tm Donation~ oft 0krplus Persowkl Property to lDesirated
Activ ities of titpecis3. Interest to tits Armed Harviesa"

(6 ) I)tre1f~stive 4110.1, "Inv*11tory lanaent, Poltoloea"
1)) IAtiatm~ion I411103 -A "Mulagteet or Mktavat III tA)Ig th11Ily"
1)01 Distamtuihon W1l5.12) "In~ven~tor.y of 1)01)-Oind tHauhiii 'Pools
aMi other Proaketion ftuilpiot"

Wh 1)01) D)lredtlve 5X511-ll (i~~aAaten f tits A"6e P'ortion

(I) MA0) 1)ireetiv% 4~140,1., "Milotes for thes 'Prwnefer of 1K)fl

klupply "ytem Inven tooe',
o ) W) irooi~tvO 742.1, "llegtlations (Ocveribig nouok NOd

Orevoition"
(k) POD1 Iieotive 7410-1)., "Reolatiotis Dloverning Indtistrial

ftna e"rationa"
(1) 1XII) Diretitve 75,10.1, "0 I'orm Pricing Policy for Ma~terials,

S Iupplle§ aMd lP4%ftent Pimaieed by Miltbwy Appropriated 1"unds"

1. W RI K

Wei batm~ti reissues rofteiee (a), gov.raing the rep~orting uzi1 moreenil
of axee~wc1property iner the control of' the Depertasot of' Defense.

Szfe"*io (6) Aft Report bxmption Symbol DD-M&(RMf)69 are hereby anoolled.

A list of defifittons of terms lived in tis Instruction is attached an
Pnoosre 2 hereto.

Ttde Trstniotion, Is applIcatkle to the Military Departments, vorld-videj
ptesoribes utilization ecreenIng requirement for excess personal property



under the control of DoD (inoluAfne contractor inventory and production
equitmeht In oontraetors' plants) and 1rsoribam criteris for detemin-
lug exosso personal property which Is subjeot to e~ntralied soreenIng.

A. 0Itaria tar rnotinm Amse pm.ao" urosDrts , for_ acntral-AU

1 All soes personal property desigated as eportable Prorty"
in aooordenas with reporting riteria in ebcedulo I, fnclosr, I,
will be reported for utilisation careening purnpses Stooss

personal property ttiohb does not neet reporting criteria con-
a~ned!in chddo l # 1,0 nolosuro 2# is designated aS "covroport-

able property* al Is not required to be repore for utilleation
screening purpose prescribed by this Inetrtwion.

2. All' *eprtable Property" which sets both the mitim "Ano
Itm Value" and the minima Rportable CodiltietN speolfied in
Xnlosure 1, exempt as otherwise p esoribed in this Instruction,
will be reported for utileation smoreng as follows

a. Items with a line-it value of $3,000, within the United
States, Puerto Rioo ad the Virgin IsUdep or more will be
reported to the Armed Services fupply tport, Center. Suoh
ite. will be maroened by the Center and then by the Oernral
Services Administration, In accordance with Sobedule I,
Enoloaure 1.

b. Itms with a line-Ita value below $) 000, w,~n the Unted
States, Purto Rico and th Virgin iads, a i, I be reported
directly to the G8A Regional Offlce in the geographic area
vhero the property is located for GA-DoD tisation screen-
ilg with other military and federal olvilian agoncis within
the region.

a. Item which are in overseas are e outside the Unitod Statee,
Norte Rico and the Virgin Islaidep with a lin-itm value
of $5,000 or more will be reported to the Center for DoD
utilization scrsonig only.

3. Reports listing exess personal property required to be reported
for oentralised screening by the Center or the WA will be ewh-
mitted on Standard Yom 12D (OF 120), Repot of Zxes Permnal
Property, except a provided in 4. below*

4. Reports listing oxeo personal property having a lino-tm vale
of $3v000 or more, wid for which screenlig Is required within the
DoD only, ii be sulmitted to the Conter on BY 120, or by eudh
other methods as may be stipulated by the Center. Reports cover-
Ing property located in oveross arm. (outside the Imited States,
Puerto Rico and the Virgin Islands) may be sulitted to the Cente

~U ~. V
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on 1r POS or by means qud method" as itilated by tho (101,0-r vioh
are readily adaptable to Iseohinieed or eaeotiot'o iirooeonng by
the Center,

5 xxoesso ersoijal property vhtoh is nonreportablem oy be reported ror.
centralized noreening by a, Mllitary Pepikrtment and will be anr1aeued
provided the o0lmitmnt sareenln activity determines that the propierLy
has some reasonable prospect of %Atisation.

6. IUe Ptrotor of the Center io authorized W4 issue# by appropriate
means, detailed Int1roton fr the jear#atLon, routhii1, i'orrottoii

and Withdra al of excess proper reports, uol% Instruotton will Io
consistenltwth e s oeu proyrty reportitS requIrementa of (SA, Canter
int ruotions which ea ij a olble to reports of property re utring
only XD soreoing will speity mtinlium requirements for IuOrmation
essential to effeotive oentrellsed screening as determined by the
Center. 1oports ooverIng excess personal property located In overseas

"leas vill, whenever feasible, a. determined by the military Dolpartment
concerned, be eoibitted to the appropriate Inventory Control PcIont In
the Vnited States end concurrently to the Center. When reports are
setittted in this manner, aesquate coordination will be effeoted
between the Center and the Inventory Control Potnt to prevent the
Issuance of mifliting redistribution Instructions.

1 U, ttilisatton Sarniu of Woes Personal rrjVhitch exoeedn

Personal property which has been determined to exceed the authorized
retention limit as established by the owning Military Department
i accordance with references (e) and (f) will be promptly subjected
to utilization screening or disposal as appropriate, as prescribed
herein.

0. Authorized spending activities

1. The )ilitary Departm te vill keep the Center and the GSA advised
of the activities authoriaed to screen and acquire excess personal
property. 1he Mlitary Departments will specify the categories
of property for vhich Information t required. Authorized screening
activities vll review available assets information circularized
for utlitsatlon screeuing in accordance with this Instruction to
Inuo efficient management and maximnmi utilization of DOD assets
for current and future requirements to the extent it is economically
f eeeble to do so. Screening by manual, mechanised, or electronic

am*x will be employed as appropriate.

2. Rcss personal property ciroularlsations by the Center among
Federal civilian agencies vill be restricted to the Department of
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elaalth, Nduostion and Welfare and other civillan aenoiso approved
by (li1A (sxoopt In oVerneam &roan not servlood by (UA) and such
olroulari'ationu to the 011A approved agencies wll be lixitoed to
property whioh is not required to be reported to OA.

1). Natesemtnation of exoesso rt¥ Informtion

1. 11e 0onter will oroularize 4xoeas Listins to Inventory Control
Vointo (as defined ;i refernce (e))and to other Wilitary aotivitie
and oomeands speolfioally autborized by the Military 'epartmntn
to norsee and atiquire certain categories of excess personal property
through the Oenter. %be Military Departmnts will review tho
distr.bution of 'houe Xxcess Lists by the Center at )east utnualiy,
and authorize such 0mnges thereto as my be oonsldered neceoary
or desirable. Other mius my aloo be used to circularize excmon-
property informAtion when considered appropriate by the DIrector
of the Centers When mans other than Jxoenae Listings aro ued,
such as direct cominoations with authorized soreening activitlea
adequate screening will be acooopllsh4d In a manner cotnisltent
with the scope and intent of this Instruotion.

2. The OOA will ciroularize or otherwlse publicise excess property
information reported in accordance with IV. A.2.b. simultaneously
among Milit^ry and other Federal agencies primarily within th
GA region where the property Is located. Duch Information will

be furninhed inventory control points and other military activities
within the region authorized by each Military Department to screen
and acquire property. Upon request of a Military Deprtmont,
information concerning specific categories of Items reported direct
to GSA will be furnished by GOA to the cogoizant ICP regardless
of location.

H(. Hte rts of excess proert to O1LA

1. fleportable property will be reported to ORA a follows:

a. Directly to appropriate 08A regional office ji, accordance
with Section IV.A.2. Withdrawals will be subaitted directly
to 06A.

b. Upon completion of DoD screening by the Center in.-accordance
with Section IV A.2. Withdrawals will be subatted directly
to the Center.

a. Directly to appropriate GsA regional office by Single Manaer
operating agencies (all reportable line items meeting the
minim m dollar value and condition criteria) when determined
to be DoD excess personal property. Withdrawals will be
submitted directly to GSA.

ne PS! 7' v
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1. w ter'wllprepmro ail Imolut emid. eotail, reptort-9 relalit
to. 0"60e 1*1'.NAW iwoprt'Y as Wy be ilirsoold by melvarat* ROoll
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%\rem w NAl ev\lWit apotia reports rs.qvemte4 by tite various 14111-
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no.Th ('etr will ot&Wt Two Ole Military Slervices, thle 011A,, other
0mIrramt. uVanes, alv frva otbwr sources, stlittietio that reloa
to~ ooreemi5., ut i4tns or other impositton of' DOD1 property
1\\r U#.. r.rAtto oi reports as msy be required by Ohe AfDl(0&).

A. T*. rirw*ktor of thei CoAtr vili compile appropriat, date ill order

a. The effiacy of' 41l DOD policies contained herein may be
pr~orly evaluateti.

t-. -i "Nodeirability of evwtinuing or revising the policy may be
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"i w Imi1) may o(mJisidor from Uma toAW UAi 4h aVlMabllt4 Oif
rwownsmodil to (MA Olip" UP te reportTg 614teria Gotitaineod
in 140111 I1. "OtetNtdoI d&aa 1)0 r'eporiftng And Utdlistbov
of eXOeIM Personal £,roperw~ will be "eYlop"4 by the (Jtotr a(A
midmittt,4 Iby the JMm'et to Affh(Ui14 rat least wititolly topt*,.r
vitja ropomond*O ulowilps to) roportable prqo.WV oateyeffle am
eppropriatel

d. lbe Hlltta.7 1)eartmants will e@jWataty prezare A d t
reports relating to the Ooroetiicg, UUitwipMon WA 410POItVe
of LK4P"uvne miolne WOUl Mnd othe. vrodsuatlon equivamnt
listed In iaolomut. (if) of aeAere 10). Iio reportng
fiormt for tis purpose will be ot4*rv so prescribed,

I, MxLsmes us@ will te made of tUe Yodal Ctalog oheifioatl(wo
mind identifioation data Assigned to PerNewIaJ Pfots U order
to fsoi~tAto more efflaient end eomomcaoal utllisatMon saofelng*
Pull Item descriptions (a" presorbed Irs tkie Center Aottiolo
for kreparationi of 11Y lQd roporteLvilli be used for &Ul property
vequirod to be reported toOMuni apoiftay Ohmiise

auhrsdby (Mli. Whenever Federal Catalog data Is wot reaeonabiv
avalable adequate o~erolal dasorijto understandable by the
1aymAn will. be used. Froduat4a Squipjent Odo will be used on
items of machine tools or othr production equipment listed Ia
iholosure (91) of reference (g),

Q. 11opowts of excss persna). property submitted to tU~ Center for
propertyf sot required to be reported to (M11 ad ftr prqpety In
overseas areas my oontAln rAinhim Item descriptions cnsisting
of ledera fltook tfu~ber and nowm ncuenciture, a. agreed toft
between the owning Lervice and the Director of the Center.

3. Cataloging handbook Itsfsrenoee will). be used ". necssar to assist
in determbing whether or not prcverty is "reportable"l or toe not
required to be reported in aooordsno. with-Schedule 1L. Cata2ogl&g
Handbook 112, Part 1# deftme, describes, and4 ctatelrses, property
by IFederal, supply am*#~ and Clasiflatione. Cataloging tandbook
112.2p fart 2, Is a nmurical Index of ola~uificatona of prop"rl.
Cataloging J1.dbook 112.3, Part 3, Is ma alpbetic Index of a&U
personal property related to Federal ftpy groups. ?I* Do
Directory of Nletalvorklng IMmchinery provids Podum~ Xquipm-t
Codes (MU) for reporting mitalvcrkiag &whim"r. 14reotories
covering otber categories of industria froctin rquipmt
cXM) as they are released, by the center wI)4 be utultse in
reporting excemsss
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I's Rt5PyWtiii NJ*la ctgrieo O*5po)t

1, glo istrwtion of the Center will prescribe sp iul reporting
and screening instructions for certain categories of excess personal
property deeipated by A ( (a) or the OSA. The following
caeories ' of extes Versonal property will be reported in
Sor~tae wit th Contor t5 instruoitosi

Sa. Metalworking inero (Pyo 31) and other d odction equipment
listed in finolosure (a) of referenee (g), incluAin item in
private contractors' pl ant. After thirty (30) days screening
by the Conter, advice of availability to OGM, when required,
will be forwarded by the Center to the appropriate 0G office.

b,, T~pswitors.

a. nosls Printingj Xinding p a d blink OOk quipmnt and Suplies.

d% AUPrcrat, spbltied tMye and models which require screening
by the GA control office,

W o&e property located at Indtallations due to be discontinued.

f. Property confiscated by the Treasury Deportmont Durseau of
Customer) end reported for screening by DoD.

g, hRse standard foras (bulk lies) except obsolete form.

J. Seregin of contractor Inventory

I. Contractor Inventory, other than Production Nquipmnt as defined
herein$ i not required to be ported to the Center or to .GSA.
ovever, It my be reported to the Center for DoD utiiation

screniag not to exced thirty (30) ays hendver the Service
having Jurisdiction over the pr e t determines that sucb screen-
Lugto eteial. end my be oacotlisbed within the tim lini a.
tons loaed for plant clearance dates.

2. Sat Vert of Cotractor Inventory dei~oned herein Production
Iklpont sad listed In Enclosure (a) of reference (g) will be
xeported to the Center for DcD utilization screening not to exceed
thirty (30) &we vn smch Production Rquipm t mete the roeprt-
able 6ollsr Value end condition codes listed in schedule 1.
Contractor Inventor reports wll be clearly Identified "
Contractor InventorY. No disposal action shell be taken until

olacetion or utilization 4creing.
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3. The mmbheentk utilization, and disposal of all residue Contractor
InventorYp Inoluding ProduOtion SquiPent, vill be acocmplished
in so'6ordanoe with the polloy and provisions of the Armed Servioes
Procurement lleglatione.

K. 'Loggof -soregin ol.l (0alendar days uleses otherwise specified)

1. The aoreening cycle for property requiring only DOD screening,
i.e., property located in foreip areas and property not re uired
to be reported to the 0BA vill Include specified time periods for
utilization s0fening mAd moreening for autborized donation pro.
$ros. w Center l11 establish the Autnati eleease bats of
akWropriate excess listings as thirty (30) days after the lssue
Date and mays in certain instances, extend the screening etod
In accordance vith IV Y.2. above. Fifteen (11) dys following
the AD vill be allowed for screening by service odnational
activities sad DIOW, and will be termed the Donation Screening
Period. After the prescribed wareening period hae expired,
the holding activity may take disposal action on that p2oerty
determined to have no DOD or other Federal utillatim, provided
that donation has not been autborised to Servioe-edueational
activities in accordance vith reference (6) or donation has not
been authorised by Department of Salth, duastion, and Veifare
ad approved by 00A for plio health, educsti , or 0ivil defense
purposes In luding res"oh, 13 utilization soreening time
Period for Contraotor Uventory to as prescribed in parspap
(J) above, ad fifteen (1.1) additional days (Donation screening
Period) vill be allowed for soreeing for donation propme. Upon
specific request of a Military Dwepautn, requests to expedite
the oetralsed smeening of property may be approved by T
Director of the Center provided the expedited screeing vii not
impair the utiliatioa potential of the poverty concerned . Ouch
expedited screening vill be warranted, for eagles w n inaot -
tion dates do not permit screening during th full period; property
is subject to rapid deterioration; location of prope and clmatic
ooaditions limit or Jeopardise economic distribution or dispoms,

• etc.

2. The screening ocle for reportable property which to required to
be reported to and be screened by the Center and then by GSA will
include specified time periods for utilisation aoreenfng ad
screening for authorized donation programs. te Center vill
establish the ARD, and'vil provide for thirty (30) days DW
screening and sixty (60) days of 06A screening. ervice.4oduational
activities vill be allowed to eoreen and submit reqwusts for smnb
property for educational purpose prior to the expiration of the
ABD in acordance with reference, (d). Fifteen (15) days following
the Automatic Releaso Date originall or extended) vlii be allowed

133
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as the Donation seenin! Perio ftor soreentnl by the Department
of Health, d tiou, and Welfare tor eduostional, public health,
or eivl.teneo purposes, beluding reseah purposes. After
the orabed, sareein period# h e expired# disposal action
may be tabou by the ho1Aing activity on such reportable property
determined to he, no utIliuation, provided that donation ha, not
been authlorsed bt D and approve by 0A. When advised by the
Center or b y 0A throuaI the Center of the ealy role* of the

pperty prior to the empiration of the establishedi Automatic
Release Date, disposal action mybe taken provided donation bas not
been authors The enter vi- establish the AND of eopriatse
Ucese Liset n tor reportable-te aircraft required to be reported
to OA, wi will provide for a thirty (30) day PoD boreening followed
by a thirty (30) &W period tfo 08A and MW screening. The Center
md 06A willintaln & current list of airr aft types to be screened.

3. r w ieeing cycle tfo reportable propertV which is required to
be reported ialyPe v to 08A Regioael Offices for simultaneous
DoOIA bcree l vWill' AXUoASe specified t1W periods tow utlisa-
Mon screening md screening to autoried donation program.
Sixty (60) 4y* will be provided for ut1astion soresning, nd the
Autatic elease Date established by GM will be eoeative with
the ompletion of this portion of the screening Cole. Requests
from military activities only will be honored by 08A tow fifteen (15)
days at r eoess pr w r Infor ation Is first eiroularived or
publioied to oreefin activities. Piftee (15) olendar days
foloing the Autoti Relese Date (Donation Sorening Period)
will be allowed tOw sceewing by 8erviseeducationl activities
en the UM tot possible domation to eduostional public health,
or civil dsfense purposes. Reqiuets from Servioe educational
activities will be accorded, priority within this fifteen (15) day
period as is provided by roewnc (ii) After the prescribed
screening Periods have expired, the hoding activity my tae
disposal action on such reportable property determined to hae no
utilization provided that donation has not been authorized to
Srve edational activities ow donation authorlsed by DI W and
aqrovbey 08Ab When advise b the 08A of the early release of
the poerty prior to the expiration of the established MW,. disposal
action my be toMn, provided donation has not been authori ad,

s. pess personall property which Is located In overseas areas of
the types listed in Section 11, Schedule1 , which is not required
to be reported to the Center because of, ipecific exceptions In
limeitem dolla voilus limitations ow condition, but is property
of the type Listed a reportable by the same reference wil be
given Local Am Screeing as follovt
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a. Property lgoated in overseas areas will be givm Local Area

Screening with other ,ilitary and requiring Federal activities
on a theatre or unified oemand-wide ba ls as follows
Within a 100-le radius when the le-btm value of the
property does not exceed $50 (standard prioo), for not nore
than ten (10) working daysj or throughout the theatre or
ovamd whn the line-itm value s more then $0 (standard
price) for not more than thirty (30) working days. Whenever
omnd oreeninl activities are so widely dlpersoej, or the

quantity and condition of property are such so as to render
Loal Area Screening and redistribution to be clearly umeonomn-
loal the theatre or unified cnanmdr will establish modified
screening requiremento which are oolstent with DOD utiliss-
tion objectives.

b, Property which has been given Local Area Soreenig in overs"
areos ma be disposed of in accordance with DOD policies
provided there is no known DOD or Federal requiremnt prior
to advertising the p erty for sal.

o. The Instruotion of the Center shall, prescribe nion standard.
for the various mteW of oversaw Loal Ares ScreeniS.

5. Local Area Screening in ovrse" aes, as wei a. any other
internal screening prescribed by a Military 5ervloe vil be
controlled by the Mlitary Service or tinIfied overs" ecawad,
as appropriate, having jurisdiction over the property.

6. All excess personal property which is not reportable to the Center
or to GBA In aaaordance with Section X, Scbodule X, for which
there is no kown DO or Federal requiret may be disposed of
by authorized means in accordance with DD policies. A requiremnt
at another Mlitar or Federal activity will be accorded priority
over donation or disposal. Fifteen (15) ealena days wi be
allowed for this utilization screening and for donation " author-
ized to Service-educational activities, ad the Deparomnt of
Health, Eduoation and Welfare reolints, except as provided below.
Priority of donation shall be In the sm relative order In accord-
ane vith reference (d). Exceptions to the above provision ae
property located In overea areas, property danpro to public
bealth and safety, classified property perishables and wmte
materials which are not donable and on wbioh the above tim limita-
tions are not applicable.

L. Transfers of tcoss permnal property to MilitaM and other authorizedreoipients

1. On Center

Fir orders fro, the Center requesting transfer of excess personal

Ac
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property while being centrally sore*Me by the Center will be
honored prvidaodi( the items have not been allocated or
wit aranl (0) activities of the owning service have not
requested the Iims within the first ten (10) days of soreeningi
or (3) the ite= ave not boon reported to 00A. The enter will
honor request* for trumfer of Item reported to GA only upon
Awoval by 06A.

R. Sm 2m

F&M -M3NI nva umBA reqti o transfe~er or oesn person proery
to another Military activity, or Federal civilian activity (provided
a military request has not been received by OaA within the first 15
daye after airc nationn In accordance with aragraph K,3 above),
will be honored provided the &t m have not been withdrawn by the
reporting activity or bve not been avertiead for sale.

I.m orr fro Om requmesting u Jmr orT exosmm
pare property to edeial civilian epnoioo aer completion
of DoD screning will be honored provided the itms have not
bee" withdrawn by the reporting activity or have not been
advertised for sale. Orders requesting the transfer of excess
personal property of this category to another Military activity
will be honored only It approved by the oolpisat IOP of the
receiving Service.

5. U D -ot M a4 odnAM Actvities

a. wIenever the Immdiate need for reportable excess personal
property tv another )1tita or Federal activity Is known to
eist transfer my be offoted to the requiring activity with
th e topvel of the ooplnat Inventory Control Point of the
owning Service and the Canter without reporting for centralized
sorening In accordoine with this Instruction.

b. Requested for the troefer of *ess personal property which
te not required to be reported either to the Center of GSA
will be homorad provided. the items have not been advertised
for sale. Request. fom civil agencies will normally be
coordinated with and approved by GsA.

. lsremnt ReqUIremnte

a. Vitbin Do

I* meno s af ese pereoal prop rty between inventory
Managers will be In accordance with reference (1),
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(2) i"maofers of appropriation-financed excess personal property
between an Inveidory Mviagr or an accountable supply officer
of one Gervioe to au acountable supply officer of another
Military ervis to be held as either stock fund or appro-
priation-tianued inventory will be without reimbursement.

(3) Transfers of appropriation-finanuoed excess personal property
within a Military [ervice, other than am provided in 1 above,
between accountable supply officers within a Military Uorvice
will be without reimbursement.

(4) 'rantferm of exoess pernonal property held In a stock fund,
with a line item value of less than 4300 (Utandard Price),
to an aoountable supply officer of another installation in
the eam Military Service (with the approval of the applica-
ble Inventory Control roint) will be without roimbursemnt.

() 1rannfern of excesn personal property held in a stock fund,
having a line Item value of loss than $3000 (Standard Price),
from one Mlitary Gervioe to an accountable supply officer of
another Military Eirvice, will be without rembUrnement.

(6) Other than as provided in I above, transfers of excess personal
property held in a stock fund, having a line item value of f3(00
or more (Utandard Price), to accountable supply officers within
the so Military flervice, or to an accountable supply officer
of another Military fIJervice, will be at reduced prices as pro-
vided by regulations governing stock fund operations.

(7) In all cases of transfer of excess personal property, as pro-
vided by paragraphs (2) through (6) above, the acquiring account-
able supply officer will pick up those Inventories in the same
supply and fund accounts In which the item Is normally carried at
that activity.

(0) Transfer of excess personal property held in an Industrial Fund
will be with reimbursement as provided by-reference (k).

b. To Federal Agencies outside the DoD
(1) Transfers of excess personal property (except property hld by

industrial funds) having a line-item value of less then $3000
(Standard Price) will be without reimbursement. .

(2) Transfers of excess personal property having a line-item value of
$3000 or more standardd Price) will be at "fair value" as pro-
vided in reference (c).

(3) Transfer of excess personal property of $3000 or more per line
item (Standard Price) without reimbursement where relmbursement
at fair value is otherwise indicated by reference (c), w il be
honored only when approved by GBA, provided however, this pro-
vision is not applicable to stock-fund property or to property
located in overseas areas.

(4) Reimbursement requirements for transfers of excess personal
property to the International Cooperation Administration will
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be in accordance with prices established by separate DOD
agreement in lieu of "fair values" otherwise indicated by
reference (o).

(5) Treasfer of excess personal property held in an Industrial

Fund will be with reimnbureement a provided by reference (k).

o. Tranortation and accessorial costs

Costs of transportation of excess personal property transferred
as authorlsed by this Instruction together with accessorial
costs, when appropriate, will be borne by the receiving activity.

M. Requesting property from the Center and (8A

1. Requests for transfer of excess personal property will be
accomplished in accordance with the Instructions prescribed
by the Center.

2. Requests for transfer of excess personal property will be
restricted to those categories of property that the requesting
activity Is normally authorized to acquire unless specific
approval of the cognisant Service ha been obtained.

3. The activity initiating a request for excess personal property will
consider the various costs incident to its acquisition to
preclude uneconcmioal transfers, except when the property concerned
is the only JiMale source of supply.

N. Revision of reporting criteria

1. Categories of "reportable and "non-reportable" property as
defined and used in this Instruction are modified from tim
to tim by agreement between GSA and the DOD. It in Inoumbent
upon each of the Military Departments to reocmnd to the
Assistant Secretary of Defense (Supply and Logistics) from
tim to time any modification of, or changes top the reportable
and non-reportable categories.

2. The Director of the Center is authorized to exept frm reporting
by notification to the various Services that property located in
overseas areantibich experience clearly indicates has low or
uneconcomcal utilisation potential. Concurrent with notification
to the Servioes, the Center will forward to ASD(S&L) reoionndations
for chang to Schedule 1, Enclosure 1, together with the facts
sqjorting change to reporting requirements.

V. 170TIVE DAMN

The provisions of this Instruction are to be effective March 1, 1960.
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VX. 1 ) Txa TIOII .

A. The Center v1i, Issi IJlemating instructions after publication of
this Instruction and viii provide the Military Departmnte sleawnting
detail as req. fred. Two copies of the Center itlewnting Instructions
Viii be furnlobed the AD(&LM) vithin sixty (60) days after the Otiv
date of this Instruction.

D. The Military Departmnto viii publish
the require mts of this Instruction.
viii be furnished the ABD(&L) within
date of this Xnstruoton.

revised procedures consistent with
Two aop es of such Instructions

sixty (60) days after the effective

0. The Center will coordinate with the GSA In the development of statistical
requirmants and data collection which are essential to the effective

i lmentation and evaluation of the procedures established by this
Instruction.

Inolosures - 2
1. Schedule I
2. Definitions PERKINS McGUIRE

Assistant Secretary of Defense
(Supply and Logistics)
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416o.9 (Macl 1)
Jan 66 6

Federal SUpp2Y Mnum AU~U
Group or Class Liae Va Contion A1 WA GM MI(Ih On=

1() -- 1 *-*( '. .3')- l' (5) , 161

1530, 150, O 1550
1560

16 (except 2.10
aud parachutes)

1.6 (parachutes)

not Reportable Not Reportable

$500

$5o

N, 2,

1640

1T (=ept .710,
1720)

1710, 1720

19 (except c nbt
vessels mad vessels
over 1500 tonas)

19 (combat 'vessels
iad vessels over
1500 tons)

20 (except 2040)

2040

22

Not Reportable Not Reportable

$500

Not Reportabl

Not Reportable

Not Reportable

$500

$500

23 (231.0, 30) $500

33, 921 02, R2_

lot Reportable

N3, Z3, 03, 2

Not Reportable

Not Reportable

N13, E2, 02

Ye8

Tes

N0

Yes

Yes

yes

Tea

so

Tes

No

No

Yes

Yes

Yes (except
191i5, 50)

N o

No

No

yes (except

2210)

YesA, Ai, 04, R4 Yes

No

No

Yes

Yes

Yes



Federal Supp3, m lii=
Grou or Class I Line Value

S.) ! (2)

23 (2320 except
azore, and mpb±-
bious) $500

23 (2320 aored
aud anobiouzs) $500

23 (231.0) $500

23 (2350) Not Reportable

24, (2410, 20 except
cab, body, frm aad
structural comonents
and spings) $500

24 (2410, 20 cab,
body, Ex ad
structural cupo-
ents and springs) Not Reportable

4 1 6 0.9AIacl 1)
C dn C1, 60

conditions AP GS GS REGIOMM OFFIE
'- j -! 1 (Z (5) .. M• 6

N4, 34, 01., Rk.

N3, 33, 03, R2

H3, 33, 03, M

Not Reportable

N4, E14, 04, A4

Not Reportable

24 (243D)

25

26 (except 2610,
264.0)

2610

264.0

2805, 281,5

2W1, 284.0, 2895

Not Reportable .,ot Reportable

Not Reportable Not Reportable

$300

$300'

Not Reportable

450D

N3, 92, 02

Not Reportable

N3,1 2, 02

N3, 33, 03, R2

Yes

Yes

N

Yes

Yes

0
'Ii

tj

L'iz
L'i

Yes

Yes

No

Yes

Yes



Federal SVPP3,
Group or Class

2820, 2825, 2830,
2835, 2845

29 (2910, 2, 30,
35, 40, 90)

29 (2915, 25, 45,
50, 95)

30

31 (313-0)

31 (3120, 30)

32

31411 tbru 31419;

3411 tbru 31449
34M tb 3432;
3450 thru 3470

35

36

37

38 (3805, 10, 25,
95)

Tn 11, 60

Line Value Condition APSC GSA GSA REGIONAL CFFM]E
_- (3) 36

Not Reportable Not Reportable

Not Reportable Not Reportable

$500

Not Reportable

$300

Not Reportable

$300

$500

00

$300

$300

$300

$500

313, B3, 03.,R

Not Reportable

N3, El

Not Reportable

N3, E3, 03, R2 -

113, E3, 03, E2

N3, E3, 03, H2

N3, E3, 03, R2

33, E3., 03, R

13, E3, 03, R2

NJ4, 114, 0l4, A1

Yes*Yes*

Yes*

Yes*

Yes

Yes

Yes

yes'*

Yes*

Yes* (except 3695)

Yes

0

z

No,*

Yes*

Yes*

Yes

- ee paragraph IV J, basic Instruction, for exemption frc reporting to GSA, Contractor Inventory, Production
uipent. Special instructions by the Center apply to metalworklng mebinery and other Production Equipment

as prescribed by Paragraph IV I.



160.9 (mnci 1)
Jan 1, 60

Federal S~p MineVue oiiSm
Go Class Line Vau condition APSSC GASAROGIaM~ OFFICE _T2)(3) 1 4)(

38 (3815, 20, 30,
35)

39 (except 3940)

3940

40

141

42 (4o, 20, 40)

142 (14230)

43

(44 (410, 30, 50,
60, 70)

44(WM0, 40)

45

46

47

)48 (4810, 42)

149 (4910, 20, 30,
40)

$500

$300

Not Reportable

$300

$300

00

Not Reportable

$500

$500

Not Reportable

$300

$500

$300

$500

$300

N3, E3, 03, R2

N3, E3, 03, R2

Not Reportable

N3, H3, 03, R2

N3, E3, 03, R2

N3, E3, 03, R2

Not Reportable

N3, E3, 03, R2

N3, E3, 03

Not Reportable

N3, E3, 03, R2

N3, E3, 03, R2

N3, E3, 03, R2

N3, E2

N3, E3, 03, R2

Yes (except 3835)

Yes*

No

Yes

Yes

Yes (except 4220)

No

Yes*

Yes*

No

Yes

Yes

Yes

Yes

Yes (except 40)

*See Paragaph IV J, basic Instruction, for ex tion frcm reporting to GSA, Contractor Inwentory. P6rontLon
Zqhuivnt. Special instructions by the Center apy to mtalvorking mcbinery and other Producta Ep n 4upinnt
as prescribed by paragraph IV I.

0

0

z
~Tj

Yes

Yes*

No

Yes

Yes

Yes

No

Yes*

Yes*

No

Yes

Yes

Yes

Yes

Yes



Sa 21, 60

QrWor Class I L±L au~ EmIm CmdtcI~GA I GA ILgy7
2~eVle Cdtc P

J(1925M, 31, 33
35)

51

52

53

514

55

56 (except sai6
giuvel stme)

Not Reportable

$300

$300

$500

$300

56 (smn, Viame,
) Not Repo

58 (5805, .15, 2D,
3D, 35) $500

58 (all other classes) $500

59 (5965, T5) $300

59 ( all ota classes) $300

61 $300

Q (cept 62o20,
60) $30D

Not Reportable

N3, 13, 03, F

53, 13, 03, P

N3

N3,X3, 03

13

13

yes (cpt 9m))

Tes

Mbe ot Reportable

13, 13, 03, F2

13, 13, 03, E

13, 13, 03, 2

13, 3, 03, 2

13, 33, 03, B

Tes

Tes

Yes

Yes
lee

13 yes Yes

0

0=

z



F el S q ly l
Grow~o ClAa LT.e Valueorci- I me .

6M10, 20, 6260 Not eAportble

63 (6320) Not Reportable

63 (an otber classes) $500

65 (except 65D5,
651o) $300

65o5 Not Reportable

651o $300

66 $300

67 (except outdated
fl I-n 6750 & 6770) $300

67 (675O-oiutated

4.6o.9 (mci 1)
Jiml n, 60

conto A1MIc& I~~ UIL C11Z=

Not Rleportable

Not Reportable

N3

33, B3, 03, I

Sot Reportabe

Ni

B3, E3, 03, S2

No

No

lea

lea

No

Yes

Yes

Yes

No

Yes

les* (except 6605,
10,15, 20,55,65,80)

Yes

Jo

Tea

ese

fil only) $300 14 yes es Yes

67 (6770) Not Reportale Not Reortable o o so

68 $300 13 Yes les Yes

69 $500 53, 13, 03, l Yes No Yes
71 (excpt 71o) $300 N3, 13, 03, R2 les Yes les
71 (7110) 4$= N'., 4,04, R4 len leg Yes
*8e paragep IV J, basLc mastac, for ex tion fr rePorting to GSA, Contractor Invetor=, Production
14ultnt. S ecial instructions by the Center vpy to talvOrking machinery and other Poduct± luint
as prescribed by pararaph IV I.

'4

Cl
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GrcLral SunpJy Mia'ima
MV or Clams Lie Va&u

$300

$100
4100

(eept 7610) Not Beportab e

(T610) $500

$300

U100

(7910,20) $300

(793D) 4300

$300

(8225,30,140) IBot 3*ortable

(all othr classes) $300

(8300,140,I5) $300

(8310,15,20,25
30,35) $300

$300

(ca)ii.n

33, Z3, 03, R2

N3, 3, 03,12

M3

Not 3eportmb e

R3, 3, 03, 2

33, 33, 03, -2

33, 33, 03, R2

33

33, E3, 03, 32

Yes

Yes

Yes

Yes

so

les

Yes

Yes

Yes

Yes

Yes

so

Yes

Yes

Yes

Yes

Yes (=:-*t 8325)

Yes (except &~i55, leg-

Mw, 3wy

ero-, pistol beltz)

z= n 2, 6o

(5) -

Yes

Yes

Yes

Yes

Neo

Yes

Yes

Yes

Yes

Yes
Yes

30

Yes

Yes (except 335)

GU BMGI=A

Yes

Tes

Yes

yes

so

Yes

Yes

Yes

Yes

'es

Yes

30

Yes

Yes



X-60.9 (Imi 1)
im 11, 60

GrOz or Clss Lm Thbm

_ _(1) (2)

85 $0

87 Not Rsp1~39m a

88 Not

9 (eopt W65) Not Repotsb
89 W5)$300

91L (except oil stie
frcu'esels) $500

91 (oil striped
f vessels) Not Himpirthle

(zopt 9999)

(9999)

Not R prteba$3oo

$300

not Himortab1e

$300

Not Rm! ribl.e

'3

Not 2 mg rtabi.

not Himtt~1

N3,v 93,p 03,p 2

(3) .. '

112

Not R qprtbAe

Not R table

Not BHi tmb~
3

m

ANo

so

No

yes

GM~i(5)

yes

No

No

No

Yes

Yes

no

yes

No

Yea

TO*

yes

No

yes

So

Y"s

Yes

No

Too

No

Yo

so

yes

yes

GBA E MOM arj=
(6)

yes

No

NJo

No
yes

Yes

0

*1*

z

S

m 
|

....



150 IMPACT OF DEFENSE PROCUREMENT
t

Jan 11, 60

a. Advice of Afl~isb13t! - Report of eXesS personal property showing
Departimen 'o/' nse excess property which is available for utilisaton screen-
Ing by the general Services Adminlstration.

b. Armed Forces Suwlz Suwort Center W1SSW or Center as used In this
ustrqti T- n dusiatea Deprmnt or fense "agny chArg With the

mrsponsIML11Wfor effecting the circularisation of excess personal W orty
informItion e redistribution of e*xaeses required b- the Services (reference (h).

o. Automtio Ble. Date - The date estsblhed by the Center or the
OBA to "U~o!ate WOe oiUltio of utilisatIon screening period. Property not
required for utilisation purposes In the absence of a Tensfer Order, Purches
Order, or lequisition ftm the Center or 06A becomau avaiable following the
ARD for donation, public mae, or other autborised disposal In accordance vith
established policies end priorities.

d. Centrelied . Screening of excess personal orty information
wlith the c7ern bVthe GSA or by the Center.

e. Contra tor Inventory - (1) Any roperty wctd by and In possession
of a cwtonw ioto or itor (Including Govemt-furnshed o prty)
undr a contract pursuant to the terms of which title is vested in the Gomr.
mt, end in exess of the mnote neee to complete full performance under
the entire contrat, end (2) y property which the 0overant is obl.igeted or
has the option to tah over. vnder any typ of otract as a result either of
an hosugs in the speclflcations or p le thereunder or of the termination of
such contreat (or subcontract thereunder), prior to ompletion of the work., for
the convenience or at the option of the Goverinnt.

f. D x m iesom t- Personal p rty (a distinguished from
reel p ;r) Wfton~d W be 9MOGmOWY to %be needs and disohi r of the
responsibilities of the DOD.

g. ] ep 2tm4i - Consolidated listing of excess personal property a
prepared b M inlwor the GSA.

h. Mm" f o g - Personal property (as distinwish fro
real rt) I including contractor inventory which Is under the control of
a DOD activity Ad Is determined to be unecessary to the needs e discharge
of the responsibiities of such DOD activity. oess personal property my
originate at any orsganiational level (base, o ndp bureu, service, plent,
fatality, department, et.) in accordance with criteria establshe by the
cognisant litary Departmnt. Rues* personal property as described my attain
the status of DOD Re Personal Property onlyt after It has been dateralned
to be m cessery to the need and discharge of the responsibilities of the DO.
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4.60.9 (znl 2)" .Jan 11 60

1. 7orli Russ& Pers P rtY,- Personal property located outside
the A ited stasp Puerto ion Islands which ha bow determined
to be uwessa7 to the needs and discharge of the responsibilities of the DD.

J. Hl" Activit.y - 2 activity at which the reported property Is

k. Ise Date - Tw Initial control date of the Muess L:Lsting, ass1ped
by'the Conte-r or the 00A, from which the Automatic Release Date of the property
is ccgputed.

1. Lin Ite - A single line entry shon on a reporting form vhich
Indicates the quwtity of property located at say one activIty, having the
se description, condition os, and umit cost.

a. loal Area Soroonjag - Utl4ston screening accoaliasbed In overseas
areas trowh ciularization of excess personal property Information to military
activities and with U. B. Federal Agencies requiring exoe propety Information
within each respective theatre or overseas unified oomnd.

n. ibohine Tools - Mos Items of production equimnt bhiob are power-
driven, n~i obnhea used for cutting, abrading, grinding, shaping or
forming mtal.

o. Overseas Area - Locations outside ited State., Puerto Rico, and
Virgin I#Wds.

p. e - ueess personal property vhch Is not required
to be repwi't to 0tho Onteroro to GtSA for screening prior to disposal.

q. Prson fttE - Proprty of my kin or amy Interest therein, except
real re, records of the Federal Oov*rnt, and navel vessels of the
following categories: aircraft carriers, battleships, cruisers, destroyers, and
sumrines.

r. Poutio ftui t - Those items of plant equipment located within
a n fac~izjn j us ,as or service establis1nt and used for
cutting, abrading grinding, sheping, forming, joining, xaaiuing,, tetq,
luatin& or treating production materilCs or work In process. Enclosure (2)
to refeience (g) lists Items considered to be Production Equizmnt.

a. Purchase Order or iequisition (for excess personal propaerty) - Dooment
issued by anwy eeral agency for the transfer of excess personal property.

t. Ravorts;W oMrty - Ruess personal property vhich mast be reported
to the Center or to Ufor screening prior to disposal.

u. BevortW Act:LvitZ - The military installation or activity whioh
Initiates report of excess personal property to the Center or to GOA.

--- -- -- --
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4160.9 (al 2)
Jan 110 60

Y. - Personal. propperty vich bas some value In excess of Its basic
material oan t but whd.ch Is in such condition It has no reasonable prospect
of use for any purpose as a wit, and its repair or rehabilitation for use as a
unit Is clearly iu ratica be. (Generealyp when the estimated cost of repairs
exceeds 65 recent 'to the acquisition ost, personal property should be classified

asavage.r

v. 8oe - Personal propertor, other than vast# Vhich Ma no reasonable
prospect o -a or vhich appears to have no marlat value except for its basic
material content.

x. Service Educational Activity - Edational activity of special Interest
U, he Deparmnt of Defense as dipgatea in DO Directive 5100.33, Donation of
Surplus Property to Iduational Activities of Special 3Aterest to Armea Services.

y. St dard Price - To uit price of an Ite as it Is recorded In the
financial and ac oting records of the holding Ilitary Service per references
(s)o (k)s end (1).

a. Ei.us Personal ft erty - Personal property not required for the needs
and the disobarp of a respo abilities of all Federal a noies, as determined
by the Administrator SA.

a". Tmasfer Order (for excess ersa jorty) - Doommnt Issued by the
Center or tt SA erecting transfer of excess personal property.

bb. Utilization So .* j£ - Me screening of exess personal property by
DOD and other ai s activities to effect maxim econuical utilization of
such property under the control of the DW.

cc. Waste Naterial -Waste material consist of vaste and refuse material
Vhic My &Y9 Poten sales vaue, including, but not Limited to, garbse4,
trap greae, corrugated hraft cardboard, and other types of waste paper.
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Senator OMAIIONEY. I suggest, Mr. Chairman, that we should
obtain for the record the text of each one of those directives and the
testimony of the officer"Who signed that so that we will know definitely
how he was acting and why he was acting when he issued that docu-
ment that is now in our hands.

Tile CHAIRMAN. Is Mr. Hangen in the auditorium?
Mr. WARD. May I say he is here and he is one of the finest officers

that I have ever met in the Department of Defense.
The CHAIRMAN. I did not know Mr. Hangen was here.
I want to say, Mr. Hallgen that you are not being singled out. We

realize you are at the end oi this process and you issued these lists.
You do not decide what is surplus.

STATEMENT OF HERMAN C. HANGEN, DIRECTOR, ARMED FORCES
SUPPLY SUPPORT CENTER

Mr. HANOEN. That is correct.
Senator O'MAHONEY. May I say, since I made the suggestion, I

have before me the excess surplus property alphabetical index for
the month of May 1958, which was canceled as of the first. of September
1958, issued in May 1958.

The first paragraph here says, "This index is issued by the Inter-
Service Material Utilization Agency, Bureau of Supplies and Ac-
counts, Department of the Navy, under authority contained in
Department, of Defense Instructions Numbered 4140.12 and 4160.9,"
and no name is si ned to this at all.

So there is a Jifference between this group and the group which
got out the list that Congressman Curtis mentioned.

Mr. HANOEN. That is a predecessor group.
Senator O'MAiioNEY. There is no personal list in this one at all.
Mr. HANGEN. That is a predecessor grolp. The Armed Forces

Supply Center now gets lists from each one of the services whenever
they have excess property and they send them in to the center. We
as an organization put them together, issue these lists, and circulate
them to the military installations.

Senator O'MA1OEY. When was your organization -established?
Mr. HANOEN. On July 14,1958.
Senator O'MAHONEY. 1958?
Mr. HANGEN. Yes.
Senator O'MAHONEY. With how many departments of the military

do you deal?
Mr. HANoEN. We send the list to all military departments.
Senator O'MAHONEY. From whom do you get the list?
Mr. HANOEN. From any military installation.
Senator O'MAHONEY. Frbm all of them?
Mr. HANOEN. Yes; from all of them that have excess property.
Senator O'MAHONEY. Was it established by law or by directive?
Mr. HANOEN. Our organization was established by directive.
Senator O'MAHONEY. Do you know under what authority of law the

directive was issued?
Mr. HANGOEN. I presume it was issued under the McCormack

amendment.
Senator O'MAIONEY. Would you get the exact information dealing

with this directive and supply it to the committee?
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Air. !IANUMN 'rho. dollar value. SIX poreetit. of the totnll aefjuisitIonl
valtie was takon.

Setntor (YMA11ONF.. W11iI8 thudl~. viile th It lttilitifionl Villueo
Mr. XIANon.N. Yes-,that is right.
Senator OWIXuONKY. Thait 11101a1. thilt. (6 pereN-1t. i-4 It larger figure8

thit it wouldtsem tit first hearing.
Mr. IIANURN. Very mtil(') 81o. MuIe Of thle property is wornH out.

tM~ipillent wiihl only hils sertip V111110
Senator (YNIAIIoN'r. ("an you tell uts thie dollar value for thle re-

eevipts fort the last fiscal year ?
Mr. IIANOrN I can get. thiat figure. I do ntot. liave it with me.
(The information follows:)

17tiut~om of loog suepply Iventoriesanduu receipts from sale of surplus,
$hl~m ear 199

U'tilized by WD01 (Including military assistant programs) ----------- $1. 172
I'titzed by cther Federal agencies --------------. 117
Receipts from sate of scrap and salvage property -------------------. 091
Receipts from sale of other than scrap and salvage property ------------ .122

Total utlization and receipts ---------------------------------- 1.502
Transferred for donation (Public Law 152)---------------------- .302

IM
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(IgU4011uli 011v,11 frui,, 00fa# UIN 40ibaifud by A1 ,rnoli /Porovil
H1u1014l1 Hupptil 00111ftsr

1IlfiI y.'iir IIfinh ( yvia iiilroret 44Di~I~deuiL~ A 11148() 11..~ .I
I0oid *,n'' 1011# IOeul. yesir tor)4 ....40 11118~. il

80a1,oe-u, ( )M A ION 1W. I Ifailc, Mr. (liftil illtil, 1111, wis Might, to iwt
11(3Wl it I1 p 3'(ild~ 411114s for g4i is If(itluI1wI I(Jt .list 1011 11iik i 1if prepriL..
doll~ for. h it$ exp liiiidioi of 14$l 11311 1d 1150(1,

'1111% CIlA 1IftAN. WO Will bO Vmy U11141 to Cry to do t11114 solfiflo hI
Ille~ iiioiitli oif Fl-liiliy oP March,, P . I1I ItiigOii I ) goi fg over01 tel rIf-
reiji. list 15,.lIIIILPV r l',)O Ill 1il(P lliii P110 ClaIt*H~tiftil,,,1( I figI 'g-
1111111l111l-14 4l bo1f,11lH014, 11 0tou" vacitwnwls, ehistirm, deisks, fileti, locker,
sit I'est, 11 1I ~i1,MI'Sl I II lilt 3 (I V411 tVa C1.3 I ieloIsr~,.

A ri Iliom l al4,~iiimd'II Iiie it mo )13of owi4 -ru, iir iIAs1IiH by Clio~ vi-1oies
801PViCOH ?

NI P. I I,% N(ISN. 1'(9, 1) 1 It I)V 'f OiU11i SI ~I litifd,~ L 1 (0ot0, kfiaOW What
Iii iH is. Ill it $rolp0) of ilohI~yfi I iJlm thtt., I jiudgis it is 1401(30 (:tri p Ijisit, is
bliii eloIfi1l I. I'hil' Wity 1.o dimol I14 of 0hli114 A im td Vorlimf4 Ow3 fact th1t0
youl laVI 1,11114 41411ipi~illeilf. Ho ftai moIIU0Ion (1154 canL pick if, ill,

T110 ( 1i1Ai4AiAN. I ti1illH4ti.3d. ()Ii Nhils furiiiteeiro kit.fi, will yoll3
hit 111 ab 4) to dispoe of I.tiivirtilldly f-Ithc h 11610 1)() you clear tile

All. I IANOHN. IVO (14, uof, ill 1,11 inliliry meI'vices; nio, 'I'ieps ligts,
a tr Ihltoy ll)hfl'4 cbel~l (1re I'li oughl C~4li iiitry NsI'VICe.4 thaeii go to
Cio (011$llL 801-4ice1 Adllfifnim~f1'fo0 for clettring through tht, civil
Ilg4i3Vi4'5 9111(1 I.13 i'0gi3 d(lillilO oi'gali zittio135.

110 (1AIRAuIAiN. IVhIIII, 1 aurai trPying Co get. Id, is thiHs: Is it 110t, tue
I'laidtlo 11$ )iliitiry al, 1-11( Maimse tine Chat, it is (Im-caJitig them14 itcm1T3 stir-
pluis, is also Nuying cabinets, chirsi, (leskff, files, sanfes, tables, Anid
90 oil?

1.4 Ehlp riot. it sitl13t3(lo5l pro'cessI of (I4'clfriiig Oth34- iterri.' I411rp1s
and at 1,he fnrio titne putrchasinag Hubstanit'lly similar iterns?

Mr. IIANUJ4N. T1herO Coitlmi N!. e
The6 C'a1A~IuRAN. 1s theoIi?
Mr. lIANoiRN. Also onl d~ies{,, it could be that this is worn out mate-

rial that is not worthy repairing.
Th11 CIJAIIMAN. Mr. Ifangon, this is a crucial matter. Can you not

be more helpf ul in that to us?
Mr. LIANmIEN. Mr. Chatirmfan2 my function arnd the function of my

organization is one of circulating these% lists and attempting to get
utilization. 1 have nothing whatsoever to do with procurement.

Representative CURTIS. You are just dumpi ng the garbage?
Mr. HANOEN. Yes. I mtemnse fthe garbage pail, as the

Representative calls it.
Senator O'MATIONEY. Do you have any information when you re

ceive these lists as to the character of the items?
Mr. HANGEN. Yes, sir. Listed on the list are code numbers.
The CHAIRMAN. As I understand it, the symbols N-i and N-2 mean

unused.
Mr. HANOEN. Yes. N means new and N-i, good condition.

51686-60---11
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i~~iil IP iACT'4 0V' 1it14VNSt 1'MIti I II HNJ HINT

Tho Ci AilmNI A floitig ovo'i two lmiit 14 lite, I wot id my~ 4Cho N - I '
mid N- -~ 2fo titit it vory litiv u'vvine (if I ~t ttio (II p)1 223 idu
212A ot 1 toi miry )t 19110 v tilb i. I )o Il hI' t' I'vi wu 1 It IVIL u11eto II yoiul l

NI V. RiAN41-IN. , 114110 itIV0tit IW3y ei'vo~~l polis i'ci'i'I Vit. O ill IH
Tht' ( 11\ AIO It "N ,I to you kIIow w e111wr I I Itty onuluu fi-ou I Ih o 1 il. ?
N11. v 111ANUITI x uI ' os, ow II I wvIItIIOM01116 W 1 itI('lI IN ti fet of I Sttt mIt4111-

t11oil muut, of propeut y,

tl110111 tI I ih.i4 It'll t1811111 n t of (16IMIu F Iiit It Ai 1101 11411i10

eullon voilg t4'' iml wove 4 Ito moot hods4. 1 liim 1111 I Ito dovoloptoouft 1111l11t
Mr i. Wtii'dl 101f011ki iiIll othe ttoNuf Silgv iij?11' tol liill'tt~, 111v~ it grout.

MIKV0101M ili ti 111 il VIlIiI 'iitittlut.~.~ohv u
lit, Cllmlni itt' may Sayi ui in t im eommti 1111 111. WNt el Iilliv 1,0Iil'

Stt'cne I~r m t i I It' A )I I (It i I i 4 I n v. ' 4ivilm 1which rtiiu et hv'mlt

iio tit% he litis tif 4to 4 ,lmitil SevvlvvAttttitil4rttikl 'iet the"

The St aite ofi illmois- gtlive th lie mnteril to civil dofemwo nold inl it 1(w
I'~l t\'4itO d0\1t'1ltpi'tt i itii-tIroi'r'illtv-etvi M(lfoime
gavii it it it private toontraotor. It eotnisttod largely of conntruction
otplipint'nt aol iiitld ii

The (Nhitkiigo pnpers 6 flit4liit'tgo Sti I'inies, listed't this ittilitil
ri'mig inito n koulple 1iitmtdi'etl thlti~tintt kloiltirs, 1I nslud I hto (htolirill
,\ct'oiio161iii 04,( ti( ofllid itot if 110 018111 lit'0 sit ie imA' 4 lin i101e14 W01-0Ior
Ivill d ispo.t'di tf whther lIt 4lie 1i mined som-4.04Ive~ ere si uil iit'()mmsly
b UyII%in t%\\ itemls \\-Itit'll wtr inh 'toIns'WlihiIud 114N'T111ditSposod
!)f. andl t' e iortetl to it' I liat. !even oif tflu' H' itelloN tested wero 11l80
item"' lint ou1winehl or tinlot hie of Ow ho iflitilry stwvivem wero butying
at about the tilli' 4tlat thismitht'r inutorial was being givenl tiwty.

Thmt is halif of t ha~t slimihle of 141 ite ts, It wits 110t(m t I uiii('tt
loo. Whalit me~thoid, cold wot list' Io lriltutt this front tpmuetI uig ini
I hit fill iIv?

Mr. Fraliivnl lyi nut' out of mv tivli.
t' 1w M.~ It islwv itaS oilu~ely see's jot). It. is iii woys Someit-

dv- else Who Inkts vant' of lit' left foot ov hlld foot or. tliu' Ii' no. istriul
or' rii~llt no0stil.

enator (VM .\Io\ i. NIr ixltirmn, I lhave I his lidex f'or '1111111111-
1960~, to wihel volt Wfeirrod it Iiioliilt ligo, 11 t1d onep of 4 li reat pttgms
I timd a listl of miet n ars sheets, nod Shapes. H ere' is 1111nhtoiiunlloiy
Sheim. N-I. Alloojumu allov -;heet, N--i. Altumlinm tilloy sheet, N-1.
Ahulinum alloy shett. N-i. 'l'hen it goes downi throughituJ0' tiuutlan
Sttvl And wire anld ,.ine ai tit nini.

Thlt Cu1tuIR'IA.t. Eery item1 Oil thiS pagekr is c-iher N-1 or N-2,
Which nmns that they 1aNi unu11sed.

ZSenlol' OIMA ItON EY. That. is right,.
Thlt C1AIIRMAx. And declined surplus.

Seator 0.M.-moxEyy. How is it, possible to put, iunised iteii in
surplus? There must. be someC way of obtftillifll till explanti on why
"ny department -eforred to your agency unusedl Ttemls of such valuiable

nai ure as these, Do you know of any ?

1.66
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All'. I ItNOU1N, I liif)H iiIII Ilo ll,, 1' l~iI i'E'IIMEl~iIM 4 1'I ill 1)111.

N I ( wI A V% N. N , I I '. IIII Ii ) )111 l

SPI) IIii 1W )NI.1 I III N L . IS ii lie1 It11ifil or ol' uiayhrly ill youI, Iigf',uey

AIl'. II A NMiEN. No, si .
81-1111101 ( )NVI AIIINiV1, Whili, wf)oIbII l o I Ilillk fo, it Ill wt I IIIIf IlI'fJVifdf'

IIjiIIII IIMI'el '111,11m S1fiII iul 0 14111'4 llbe d k4I'i I o y 'li 1 . # #01'! flP Haill-
I141 M ,1i' 111i wit Iviu 11 'lnwiliv will I u'u 4',' jllint nih li ' rV l ily 114 bli lflf

Al 1'. 1 1. No 1NA I would (j1.if'i 111 hut. ()Ill. 41igliiii 11,11 wouil hI'. Ihe

Sv I ou ( I AIii u . I' n11 ('iii ow igi IMM II ('(ii ii111M sili l i i. w

Ali'. I IA NEN. Y118M, I w%')ItIli 811' ii SlIuiIu be' h) IIIll' Mse' liv fr l'gluii-

i yill. i 111 fow Ifiv'W imvll i nINfbl Ii'irIii Ml W ii yu ef

ym I' II () NONIl'lI I. isre II)%,'iowglii.Yl rcev

SIIIiIIfuI' ( )'NIAtIeNCA, 'Ii s it, I Iinig f1lmo I IIiik tis, emiimt
will hnv1%e 10 go ililo.

TIV i (II A i iiiA N. I I' I lllli iiIV M IIvI Ii'ii'it O i'l'e IvIII iklS of illy Ve'ry sile
E'( iiI('uIgI I' I fml 1WvmEiii I g, fill j11g ii 'Ol" fii' 1114- .41i 1i1.COIII log, %V(, 1111Ve
itIi.L in g Ii 'lf; jlhll I I fI. t~ ill ('li(',<fa'y I, Clotilig 01141 iiilli-

1111un 11 u ii uit'iit I :IvI iii 1( ) Ii e ifi if hf I P 311'Of I liE liilmm fl- Ims ii(rf.
I ivi' , t I lug iiii01'i , Ml Iillgl4, 113 'lg 8161.14, OliVE' I i'0liW'iH, fl igilt

II I 11' I-S - Ill l'gf( iI IS 01' highIl 11-01110-4i'41
I wE ihI(4P ill going Ift)110 som o If mP iily 1411 1'j4 11 1il'feq, gI'aflt4A

0lai1, 1;( li1er l('iild IlichI dwit'y80 sel 1101 h1tii ivuYs A ilI'ly 811i-141.i4, 11,1id I
liiV'goui. ifii 0 110. IE'MM I luiti ql fil. s('e(i f lifl'e A%'rm y Mtfl('H mysel f,

11l111 ii e S isiI 'lls II' PP r w iv II re i'Ef'q i e i t/ffl s Ilil lr y itei105, r'(J(I-
ivel-Y tIIES('(lw, litilig fiif o f miHlf'.

I iii0,i11'11,llY wfoili 114w I hey gfot, ieru', hlow 111110 they pid( for
Iliel, lif Vt'1;l.h4i I hite de(feliHC IlilitHCEJmId iijif. Iitii'P med( Chemu Ili ,qmwif foiri
fir imol~lie. '1lim'i we' Iiiii I liese mail1 ohrderu ('lt a ogs whielh dsCrilie
1111 011 Iiolilk'S 1111(1 I'IWiCks,

1 11iity Saly thaies I.1a's l( mopme itie s do( overstretx'hi Hie matter and
Jmve'4 it. is4 Armiy sii'p I s wlieii iC is not, necessarily always.

80111tor W)MAbONEY. TIMM-r is no0 pretense Of this (loeurnent., is;
tlIei'C?

'['li CH AIRIMAN. NO, this is official. in flun cows of Carpentersville,
Ill., to which I Wis r'eferi'ring, thley were giving trucks away that we
declared surplus and1( buying truicks at the same time. T1heni when you
('AmhI to (, ojflITiior1H equiipmant. Yon preserve a silence under
tflU'HP comm nits, Mr'. I1a oiign.

Afi'. LIANGEN. Pai'donf
'T'l6 CHAIIMAN. I say you preserve a silence. Do you have any

Commnents?
Mr. IIAN-G*EN-. As I explained originally, our function in this is one

of taking the lists that come in to us.
The CHIAIRIMAN. Tro whom do y1ou report?
Mi'. HIANOUN. We are a Deparment of Defense agency.

IMPACT OF V1,oV1,,N14P; 11110(l M PAHNT
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0111Hf.?

I "10 C IMNA N. Nl '. INI(A It cIi te l V ti n i'i eltQ))' l

1Rovivi'itt ivo Cuti''m. Yomtt' Jil)i t4 Itllt 0)111, t iiizittli ol' of llS
OXOM4* jtI i'lotV ISeeeu~y 11 '1ii i ts pIrv I l )4 il'io I11( got, It I ivtlf reM 111,1i. 1 f)% i -
tovov, hoilg i 4ii hI~s ot im, 5'titt1 t'olntl 1)( ill It lposit 11)1 Of' IMIHiig
in fortillt ion onl to f tiig" 11111i Imisil .4114111Mu II0(wi. tnt vi' 1 ico ill 111i1
gaR1.1go pa it. 111i1m ther hoi itiy o11) 44 tl. feecliii in ltcvet'lI ill
report ig bitec 11111 yout report. hitek to Au'msl it, Silt ret t Me-

filt pra t jtOSlienit n ilia i'i, eiitt it otk ioi ITIIV1 VI'ltuit 01111

Mr. ii k-amtE. WVo mum' ro iufs on f the lunionmit (it exess %%e( hun

that. we gvt froml it.. 11e 11,111t N unityhve no watII' illn 1 ou 1 oriiizilf lit of'
kilowilig whet hot'r that i4 IV ivi'oitg tiny, w ttnmiit, s fltgill Whuel
top shvilgfh ivNN' tigtrilvt l higher or unyt tiiig of tfill%(, nut 1ire. Wil
have Ito 10way of knowving tihttt.

Representtifvo ('iull-vs. yo dot not, go into it., but tindor Asuiafnt
secliearv MeNt(uirv, ho litus the broild fild, does lie nlot.

Mr. IIANOMN Y11,1.
Ropresteutat~vo (Niwnts. Incidetllfy, I mi 4l11. oxplinil the1 gilt'bmigo

pail te-himpue is aill Old Army fevihnulle t ht lit' l sit ji)dy ser-geanlt.
Who ranl thet mess-N 4eniptoved inlol e to fi11d olit 1mw wel 144 NVIo S a
Ixoilg run. lit, would just take at hook awlI( if Ito gof too iiiimil of' thlis
inl the garhzAN pail, Somebody cooked it wI'oitg or till) 1111i1Ncl is cooked
upor soinot 111111YMSO was it tmss.
From11 that 11 lot could IX learned. AltI 11m1 aiskimig n~ow ik file very

limited ulestionl Is thtat, t eehniqumel of lea ruling Mimit mist akes, Iid-
jug~ out( wh.at i'ealiv did htappen. so thlat Ime( Iwoitii'tt s'yst cu cold~

ho improved. being employed 1wtescttt ly inl Iton DI )pItrf int'iit of I )foense
mnd inl your Mhop?

Mr. Irox. I think it, is. von,, sir. 1 t Ii ink it, Is one verly mItjor- fatle-
tor in the establishment of tleo single niamna11gers 11hat halve beeti estab-
hisl'(1 antd tho e, t(hat aitv' omit,11Itt)lfte(1.

RepreAnitatt iv (YnTIT. I1(e011i.1- Volt SIM .1o1 111te0 of Certaiin kind~s
of 'material showing up lin surlus?

Mr. l.xx.That is cOorrect.
Representative ('ims. But, there has been no formal method of

reportingv back on thecke items.
fr. IF%, m, Of courqo, this is our method of reporting exm'ss to

ever military service.
Reprvsentativ CuRTIS. As you saty, you do not knowv how tiny

particular surlus item got ii o the( system. What I am wvonderingi
is whether or not in trying to evaluate- the proctirement procedures,
sich as you might learn them from checking ouit why at certain thing
got in. whether there is a procedure estailishied ini your shop for
reporting.

IMPACT OF 14311',NKV, 11ROCUMAWNT
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Nil'. I I A NlN, I Ic1V '111 Nil'. , l(( i lI (Iliu 1 they f'reqIuJleily fiakihl w 1111 l ll w I Iml¢.zl( I ill(I ollf whO, villowiIIl(. .x(!II ,
TI'M ( '!lA, N. z III I liH ('1111114-01011, 1 w0111lI lilO 1 IM OOH. t h4 H,10iA-

Ire l.t it, .I li i'rv' l.. (I, I I- ll O I 'll giil i g-i. Ipa Ilg 100) of 'lhe J1fill1try
11() (10 01,11110g, liH 011 018II 11 11 Iilnlmr- iif 1-,1'140-1101-14iI f ' I wh 11,1 aI4
Sloclilelvt o I 1 llll14e(J. 'li ll le gil .i ill 1IJo fi' (18 O lllllll of Jlige, I)
1I I 1141.111Oliugh i I.1 41'01 if I I Ill I, p'igo, Ill I of pligi , 191, i jIntge 129,
till of ,niug 193, fill o1f jiig 194, all oif pige 95. No. o)own I, oii,-
I 'llir . 'i I , 1o iil, I j 41 o sil Iillll 0 ivi95l

Frm11 1.1111 1el i i. , 11 5iH, I SVOfl y 011 HPr f I II f- S e-l
11111141-i'('I 111111l (e 'J l(I 3l.' IIlla i N-- toi- N- . 'Ilw, s qmilliljIiLia14 of tJ'11ai-
forinw H ' Iir l Il.l/ , l will irelI oil' 80 1l3 of Ow.1 n (f II ti11:

1_6, 24, ,8, 1 10, 79, 27, 21, 91, 52, x1, , 2217, 57, 40,- 19, l5, 15, 44,
,1149 11r, Il031 11 , , 'it21 17, ,Iig 46i, '2(0t 1t, l69 209, 40, 15$ '269 2, 2,
240, '20, p14 357, '2, 17, 2,, V7, nog 169 9, 54, 15, 139, ,94, 1, 2,1, 1 r1 , ,, , 139,
27, :11, :1i, 861, 32, 71, 11, 72, 0 499, 51), 90, 39, 6, , 20, 49.

Ti'lmm4 (I11( Ilt olIOH WI'l'14 i ll JA Y fFl° pl |)ige1, 1 1j( Ill 3 l a , lX pages
T110.,141 l e i1 MOIR s fill ill l ,,ooI e-on(filO l. lA, gigt, lillit.

l plo''"l' li iv e (ultnns,. 'ie1 first, on . isl $708.
TlIi 0 CHIAIAN. TI'1111, 18 right. $708. $17.60. $,15r), $3.50, $20,

$21.10. $61, $10, $, $395, $50, $10 $23, $18, $15, $15, $18, $48, $49,
$50, $17, $1o, $1.10, $38, 5( (41101, $10, $10, $7(8, $81, 90 (111st, $12,
$22.87, $72.50(, $09.80, $10.,I0, $18.50, $1:;.oo, $21.7(), $ $.90, $ 21. ''t
is for1. P1jw1 (f Cho( '2,10 Hiiilpti if,,,ns, $18,50, $11,50, $3.42, $58.30,
$00.30, $98 for a Imial fily of 20. $31, $25, $10, $10 milfs, $20, $15.10,
$24.00, $77.10, $9.25, $37.10, $35, $37.10, $12.30, $77.30, $19.50, $20.80,
$7'l. 10, $21.50, $28.70, $4.05, $37.30, $92.90, $15.00.

.1hi i1 (lly (1,w age, if a. 1,8IItA3Iy I till', in large (iant.its1 ,
with geiteiall h iii it 1)1.1c., T riniely, trati.formers, Why were
11o8 ioIght. IIn'll 1(1 hige quani, itieH, tarnd secondly, are various units
ill il , 1( fen 1 )cNf Ihl'pnliient simultaneoisly buying transformers?
'l'how, are only five pa ges.

101)IeCse1at iVe (u'urs. In asking those questions, I see lie is writ-
ing 1h,,so down, I l iore infAtret.cd really in the proirxidures that
tigh, I)o. esta blished for some(lody ill thlo shop doing exactly what

Senltor ])ouglahs is doing looking, over these items and wondering
wht preel)P enIt1i'1 praiiel-( lprox11eed I hat . I a11 HttisfjC(1 that. manty

of lt'he will have )orfe cl]y proper and good explanations. I am sure
of it., oven though they seem on the face to be ahsturd. I am sure many
of t.hei -will hae, good explanatio s. But on the other hand, having
lw(i in some of this myself, and dug into it, some of them are going
to I)o beauties, and they are going to reveal some strange procurement
practices that I am sure we could have corrected long before now if
we were looking for errors and methods of correcting our system.

M'. IHANoEN. Yes.
Representative CumRs. It is the system that I am concerned with

more than anything else. In this instance I am concerned about the
system of using the garbage pail to help us in correcting our overall
procurement practices.

Th CHAUM0AN. Mfr. Haingen, thank you very much.
We will now hear from Mr. Newman.

P 1
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STATEMENT ov 111CRAlDI Ji. N1rMAN, 1'RO1VESSIONA1L STAIV

Mr. t I Nv tm x Mr. i i'd i l-H '11 11 10 litc 111v ltt.gt 1111 .o llllli vv I~')
am Mo )le N mi II it nl'y 1 'rill- fwit reuwtaf n oul off 1111 )ly.'iili

til e.'(t'lt'.s iuul .V I \\.1 If"id 11ty5o () 11 41 vo~'lid l i l e t p r o-
1pae't iiiot l- )fIw oit I o filthe g iit'l Cgii'til Hilloi 1 1 141 v' ' o a-
uuuisl'ito Aspol 11)4 1 l'isekt''ProifX m m44p idiiI~ Spplie, 114 111

Ie shiipto ia ti li f1110t 14pply tii uii.e1i111gvlif bu p~I.1iltv ill flue
i'All re Ov ofW Si l y syi ivit il)1Aity v1owlltiv iev t 1,1(fhill o1i11viti~iius
Sii11ic 'efove ill two reiiif o atid xtuud ontipivs "tAd-

('urt "Alil ut 'itiot1 l , I oh t i jt" 14,1 's 1 p iiIlt' 111 'i111 0 lv ,11 I i dtir
stoe. h ldiis a s 114' irs HIl 114 V hi iii1ii4m liv i i ' lli 111-v .W- li l i

bepl of milipii milter of l gvliiie i .Ilgi (141 the (irt or.fl ill was

0 4111 tomfot iCvu 'ii i fi A eit i i Ito rt it' 1n 14)1 t)1 is iih i'i ;

l'Airts unct 1. 1%l'l't of~l 114A t'iiter I ll 111vip t'ot itil Cf tiie iliare
t'o m cru i' Nvug thei plt ilii "diii 11111tW ' v it'4' m sp l 1iei 1151114,1111o
itlet Ivingm ilopotuneite for11 e~it11 o i i hrug uileproed 'o i-itvn

Sl'ple ('en1pott sltdeoloeite o, of WhelM.141i 'ziilho iretor jtR wa
inamabllt' tie fl i v o f i tu lidi o l the A.ilut. ve ply A'el. I

reqlsineftr iiiaking -Im Me((itr. Wt lir 14) e(t1111 oi inlg th
toavtifal eitoage depthadth (isted'1 h orliitil' l)1 irs N o thfes

Dop.s14f;1lt, 'jonahv alio vsiiiae 1)4411 '5tliiself mngrimaroly
into oirv Si'ig oll 1111( als iltenrl lt st'rvi si Apouitis iid 6t
"dt-ss i ilit pdd, Atli it it lines ofil thrtitoghc i1;rv' v ht r. Wlardo

,ittee sotudie sbtllas followedetlei olive (hif eiiuilig ial top(le t
mine the feasib miit of signins thol igl te iiilitii'y sltil veiv te

= 1wnsi ilit", m lgy ft) oenreinenit ili dusty ribuionfin 'lu ing tlhlt i o. e
isnsue-ay ept, and filiallye f onno (legis oflti 1 supply t tl

Thos ritnal Mr.Ctis, that.was resulbth ofthe 1111d ing btheu
Bonnir,,ervmito lee. there iwerle suppl S~erivs uidiis raubsIstee
'\ad. medicaltd supp il lies and automoN oiptive flmmetse.upi Mr. Mui-d
livion ii toard. Mre l 95 i le'elto h oirvm
miteprs Niatie was. Cfeed roing, I93 bieve w1111'i a-s tefirt

';.l *EMN CielAofeoatn ateglrie of Supstnly tmy
Yo ep-nativ'Mr Curtis. Ithinth, fiarest one they p)di wbs coie

rting o.

Mr. .Ewm.. Yes, it was.
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Iv.I' l II~o I f le ( 'i't'I . I111il9'11 I lly, ji081 forI 11w l9e0'1 I 1mo1de 11
f 9 I (I 1'lo.orI I III I I otof fill9 fil l lilt 1191 18' II 11 19 631 I , l 9,9 jige I83 of

Ill rI98Hi94IIIIl I6-1-01-41 ill Wi jl I diIi8980 filkV 11104 199
ii 0111 i~'~~trII.jI~4Ito I~oV I119 HiA9~of11,1 i.1 f 981.jV,.

IO1fo ItIq l I liit 11'1801i l elmi'a ~~l I i'I 9'f~iiilOf 1)f,
Iliili'iIvi Jll 11w I 0 Im111d it .11119' 111-111 8'l ,i* 911w pilgi De11offi~i 994m011t

I10)111 Ii'le11JI4. (if dI41- II loll o1111911 9'wire

()1I, owi ii o)9 r 981 r9'iil tiilli 0 OP111114 t'dT11' 111iii 0ig. Iuu l i lt I' U1Jutted M~1(04, tlgi,
hIIIM Il 1199 oilird rol9'k iH n ri-d iel lfil for $50)II m ltli Ili igr''i i liE'll It ivs-it Irle'),
togfi i'i'. wiiith 1 9'141 ANll i I,'4 li 941 iori gi i4lin199 m9idl 1w9rwil911)I 119 i ('194

WAIi Iliii I itikilig 11luiiiI It ,1.118'i 141.1 I we'1'9 welo 813 fW'Piot
IlalkI(lug Il~Ill-19'IIhilit. W(. W9 1111,id. In 1k iig IIof iti 11nl ilnus, I

N . Nvi IWMA N.y 'I'Iitt 8 i'rti' ow' 11111 11111 yvm dw 19111hl ~lifd wit
I 41149!Hth1911l II ')h9' eI'89o, $3 )9'('tl11 w lI HQilg fisf W118 igl 1)19 I hut81.111 .V

'o l wi' ('ii i eIlre ol N,.84119 50I I'eli )9' jll word 0 91 f llo-vel. u beatl'ee

1,11,i. N L t, . N ,H ,I list, 9)99'I ifieit 11-d l w fo . 1111ff I l 0jIII ) 9' 1(991 ig cof

Nir. N WAN Ili18iq Itib i Ilows II O 111111194')' of iff-8118 ill gem' ral1
.411 1

)1)91 19 IS. 1II'' 11fo o s:

Nu Haw'vi lmN in f/f'nr1JI supplIfr

Ad11lidtolI r------- w() 9111014'co,~g)tJJJi'.--------------2, (%%X
1l11t09iHa-------------ve-------------------------------------------------20, 0004
Iinol'nu 1-1111 (tilr91141l VE'8------------------------------------------------- I wJ, ()()%)
A1iitoiwIl(1J (!91111J)Iie'19L 19)191 mi419111J1101----------------------------------1(327, 000)

i~1i''I h'I1L'1'r t'illc 141I1j)11(1---------------------------------------- ffil), (M'%J)
"(lit ir 'Iypoe" genoril FitiJ)J)11094----------------------------------3(:1, 600J

'111 ---------------------------------------------------- 2, 310, ()WJ
Hotirce Arinedi 8HrvIceH SHupply Huipport Center, Geeral 19upr1ies Study M!odel.

LACK 09"' ST1ANDARIZATIOUN

Mi.NI'wM N.Tlwt fIl i generall supplies" hiis di fferent connota-
tifs in 1' Wlil ititry s('Pices. If) the. broalder 8('flSQ it inflldes the

ident~ifitl)Ie se'gmientif5 t W~ (hown of this table. There alre 2,300,000
items. The1(y rp91)I'C5('.1oitlot 70 loe(nt of the 3.A mill ion items in the
slippysst ('191of thleDepiart iuient of Defen.

All' items in the military su1pp)13 systems have been identified by
description mid individa)I stock numnber-s in) thle Federal catalog.
As of Ithe end of 19158, dhe services were 100 percent convertedl to these
numbers tt their warehouses all over the world1. The cataloging pro-
gruin, which cost over' $200 million, has now reached the point twhre
real dividends should be realized from standardization and other
supply management programs. One million dollars a year can be
savedl in inanafreuieiit expenses alone for- every 1,000 items eliminated

Dfronste spy system, according to estimates of the Department of

Tl



111111 highly iIIIort-111114 ubjocfli y of H~4 t1I1l'(lIio!I 11)11 lUlI11 MN CO)
0CllOloiill Io sw' 014018ItIld to i'otii'i' 111 410 liii tiii 1 i iVI %P11iti.y of
itoli ill1 Cho 4.11 li1i(arfly wiI)I)Iy H8 11. lli i%'ill 11', it wr'IiIdof y'
bef~o1 i ho progII11I %vil I loeiOilt ,)I pkiOd 011 ill i4.il 1111 , '11y1i4 Of 0XISil ig
ittoill. uil t-h bl )a0l1 tellt will hoil it p o.ii hh 4 14i'Fi'i'11 utily no(W
Ito1118 forW IliiII1a 11))1-'y40118

lk rotit. st ill. fh0 De)pl~it- Illlit. s1homi'l O 11t iltt ii tiol, 2 jwe-outf
of illo A14iih ifiq it ilitit i( ied iuiti 1ho FedliiiI cviii log 14y84 011
is eollilloll to two 01' Illoll0 so1'Viees, l11thIligh olkly ]'t- pen'''It Nis1 the
.. 1111o s144 ock t1iiihr. Tihuls Itbolt, 'is jlwrcoi'4. or 1.3 litilt 10ii Il,
NiII h1Iiting Siihar flibritiomu ol. mIiii flwil-ro diffiii-H tilloil g thei
h-l0l100 ill siell VIolllt-ivol'y IllorI I-esilet,6 li11 olor 20101, 01111a'-(i6 g1
or' ill to111111logy. For lhit Uil1o, 11O iio i tho Army %%-it foieilyv

idoltifodu~it "441) ill the Natvy under at 14opti-nio imtiihoI'.
Th l'hetIi'i for' )dlortiil( to iecoIol-lto t.it reilell~ of11~ ifolis ill tho

slip)ly 'ssol; alid 01118 titl acit high ( ogtr'o of c0111111011 11se 111184 1)001
recoguilzei1 by i( DepartmIlenit of iPofonses, 1)114 01148 to date o~~'1
to have oilly sertktoivle the -0surfiwe. IThiNs 184 inliflied~ oill the 410exf. table.

Lsmmu'jp of Iftm r'rot~t"lUv its 1yeeral Rsuppfles sttfd tndr' (t o Itept. .4, 19599

~d~~1Ntmilir (if Itms igri'd Polr1i1ll Of~1tl~l1y \'iti~ 1Holmi by 2or itiii P4I' 1ott ililty

-1T u ,i~ r - ---- -- --. ---- --- -- 8

7.~ ql uIN111101 -----o--------- -------------------- 4, 857 8.12 14
o4 ()i11 fill w111r, .. -- - ------ 2, om) 71) 3

7S oMc~ 'niio - --------- 4s...............120 1. W3 37

72 ClotV1b oqetitwl...................--------- .. 7115 12A4 34
.I C'1(~ ig~cs..................4 l21117ill ------ I----------7i)IM2
M5 VoNill1a........................................1-4, 2 617 13

90 MiW-111ir'si...................------..............785 13 7 8

Administriv~o and~ 1iovksvpln-..............26.116I 3, 01 14

T'otal----........................75.091 Ii0.611 212

5oorem ArmN TTM Aservlees SollIli~ri (\'fllr, 1Wncrim1 S11pplie1s s81y111' odel.

Thie CuIIRMAX. Mr. Newvman, before you turn to that, you are, sity-
ing in your judgment apro1-xima1tel1y 1.3 mlillion items could ho dis-
continueda or amalgamated.

Mfr. NEWAA. This is the niare where it, is possible to reduce many
hundred thousands of items from the supply systems. Thley could be
coordinated.

The ChAIRMAN. And that the extra cost per item is approximately
a thousand dollars.

Mr. NEWMAN. Yes. If the Department of Defense eliminated a
thousand items from their supply system, they would save, according
to their own esimates%, a. million dollars a year.

Thle CHAIMAN. That is a thousand dollars an item.
That. would mean savings of $13 million from the elimination of

these, 13,000 items.
Mr. NEwxAN. This is according to a statement made on December

9, 1959 by Mr. McGuire, the Assistant Secretary of Defense for Sup-
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ply w(d Logistics, i L it speech bteforo the Stiauard.4 Colitcil of The
iA iical i Slni It I(18 t~l A.mociatlion.

iill OIIOIITI(1NITY 1001t H-AVINItA.

ThO CIIAIIIMAN. I would C43la11 i'econiiiiod to the Dolpartmonut
of ID)felso i,111t I Ilo', is golI ill I hios' Iill.

Ait. NHWMAN. ''hlt, is rightt.
11t'1 is ii, flllllllllt'y of ilei volifhlolIIl ity of 1hIe most coiilioni-type

iteins in ile i)oefeiv-i syseint. lira adminis'ation and housekeeping
typo llis havo it. co,,nmonall factor of Inst 14 otrcAmi,, I, her

Words, (Jil, of 25,000 it(ins ill tlit clas.s oni 3,601 iftis are wn imnon
tuinOlg I.hw SOIWICoS. 'o coi i moinilll.y rms from 8 percent for offic

eqllipiliiill| to 3;7 peell, foifor oflic sUpi ier). Only 8 pornt of furiii-
tl ro I .ell I I tSo I I He ld by two or iloreo el'v iees
.l )'eselifittiv (Uu'rs. Wlha, you ateO saying is flit, Ciho extent ttOwliich I hwy I11w IIuldP, {Illill co(lilllloll.

Alr. N sxw ,%N. YO s. ''O th i'x1t4i, 0,hat, |they hinve idOentical catalog
1111111 Inbe1'S.

_l~eirjst~nt III ivC (J1 sa'IS. All right.
I Ir. NI.AVMAN. AS It, I'('8IllI, yoll cll not, v'ros-servi(Ch ,1105 itefris that

ar otIly s tlperiicially difl'er'efit, Iaid have different stock nurnber .
eluse4011.1,aivO (URTs. If I may point up your testimony, fhese are

all from their vory title Chat Coul be 100 percent , common .Mr'. NaWfA?^. A vi'r' higch p~er'centitg,% at, aisy rate..

11he CuIM1MAN. For i1s8,aliWA;, if 1 mity be vulgar, you don't need
difforenl, t,oilefrics bIel,w('eii ie services, isn't that. true?
Mr. NEnVMAN. i, would not seiem so.
TMhe (,,4rMI0AN. You ro0t't, iee4l d ilt'eient., types of paper or differ-

olt, typos of oilico sitschinery or office supplio..u or musical instrument
or i t ioflI.c e1u ilInnt..

Mr. NwItAN. This seems to nme to be a very important a.qect,
of the stipply problem.

Re)resentitive Cutrrss. 1)o they use thi same kind of piccolo in the
Army Band Chat they do in the Marine Band ? I guess hey do.

Mr. NI'wMAN. I (14't, know, but, all musical instruments have only
37 percent colmmnon uSe.

Representative Cum'rus. Is this Mr. Hangen's group's st, dy?
Mr. NnwMAN. Yes. It was it very objective study. It, was one of

the finest, studies I have seen come out oi the defensee Department on
supply systems. It followed the same concept that was discontinued
in 1953.

representative Cui'ris. It sounds to me that Mr. Hangen was a
little modest when lie said he was just. taking care of disposing of
garbage. If lie conducted t study like this, he certainly has really
been in this field trying to figure out how this stuff got there.

Mr. NEWMAN. That, is right. The primary purpose of the Armed
Forces Supply Support( Center is for just this sort of thing. It is a
shame such studies were dropped in 1953, because if these findings had
been made at that time, Very substantial savings could have been ef-
fected during the 6-year period.

Representative Ctunns. After they did it, no one acted upon it.
Mr. NEWMAN. You mean the supply systems studies that were dis-

continued in 1953?
Representative CuRTis. Yes.
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10,1

Mr. Nwnu They wore not st trt gain until a year ajo.
Tle ('IIANM AN , Mity I t y ill 0I ti , C tOUli iIl, I t1nk this is 1li1.

We ha vo eel ieol vry &fzil111ellly that, t h I efohso 1)elinrt-111eit, fndtiii',r iIg'eliieA ge. )puirld tle itoiuilh wliei co1i91e ,sihiul connil-.1cri
tart1'l anl hi\vstirat1 jh)I, We have st'ved 11oihe on1 thi111u1ttieru las, year,
t11t, W I rii olt 11aietioi, u1 I Itlit vory glad to se0 i little notion
is bein IIg taol uI,

,\IWKINCHI
,, 

01V A\ VIH10ll01UH IqI1041I1AN

Mr. N#wrvr.N. I t hiul eoigrssiomnla ititerest, is very stinulatitig, sir.
Tile eotillhility of halit tools at, 26 ple'ept-, is mowliat, higher

th11 the adllllistrtiol items even t houlh t hele is a 1uu1h higher
A--prltio of lllitary peeltihit itettt" ill thi category of 81tlp) lier.
Si111ttil'tly, the study gttop's lhdiuuig wore Ihat the small preit-
age of t 'iiuioii-u llts iell 11 hoti elisses is ill" to the lhsnee of a
VIlMIgous p1g'u 11ong t lh services to implement, existing pulishmid

Tto Cu1A1iVtAXi. Nit'. Newlal, ti table shows flit ill ollhcit ma-
chnlery oil. 70 items out of 2,000 wore commo11 ihlls to 2 or more
miliytI',- St's alld I hep l)e1vo'iul ge of comiino1i 1ls -\wi thm 'ofOl
only 3 lercelt.

Mr. NIAWMAN. This is right, 8ir.
Tlie CItAIRMAIN, There is no ueed for tlrtt wide variation in type-

writers, mimeographing m ehineq, ditto machines, stapling maclimes.
Tihos* should be sufficiently standardized to be almost duplicated
across the board.

Mr. N wMAN. It would seemu so to me, air.
Tie (01,\tuim hr. As I said, this is devastating. This study was on

iteuns while perhal far nlmore than the average 1011d thet'selves to
W1m10on use.

Mr. NXEWAN.- Yes, they air. Thvey are practically all commercial-type ite.,
loprseitaftive Cuirrs, Ineidentally, one of my pets to illustrate

the point I notice is not. on there. That is supplies for the variouselhaplaills eorpV.Mr. NrNVsrps. This comes under a different classification, Mr.

Crtis.
Represent-ative CunTis. I always thought that we could have com-

mon items between the Air Force, Army, and Navy, when it came to
religious worship.

Ar. NEWMAN. It would certainly seem that many items would be
of the common-use type.

May I proceed ?
The CTXITAUA. Ye.

STANDARDIZArIoN STUI)IES

Mr. NEWMxA . There are some 50 service assignees responsible for
planning, scheduling: and coordinating the efforts of the four military
services in standardization studies. However, the single managers
lend themselves much better to standardization analysis than do the
individual services monitorship assignments because of their wider
perspective. They are thus able to recognize superficial differences
and eliminate duplicate terminology in numerous items of supply as
well as keep new duplications from cropping into the system.

IMPACT OF DUFTHIS' PlHOITHEAINT
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The single niainger for clothing and textiles assigned to the Army
illustrates this poini." Since this single miatiager wIIH established early
in 1956. 10,24 stook numbers equal to 23 percent of the original
ttiutit inhlloit(d from the services were eliminated from the inven-

tory. ''hlius, iii audition to the redhtiCion iii the pipeline investment,
there have ben l reductions" in costs from the elimination of the admin-
istiration atild physical actiolls itivolvwl, Such as requisitionTing, stock
cout'ol, t p)ocI renernt actions, storage and handling and maintenance
of the niany records at, each level in the military structure. At sat-
ings of it million dollars ainnuially for eve.'y 1,000 items eliminated
from the system, this one single manager is presently saving more
than $10 nuhliom each year from this source alone.

What is equially signifiant is that items with multiple uses have
it(ereVHCd from 8,676 to 7,086, an increase of 78 percent, Further,
these are items that have raid turnover and account for a very high
lrportioi of le total issues of the single manager.

'I lie next table shows a. summniry of hfauncial inventory nianagetrient
in the model study on general supplies.

Summary of flow-111l Int'telory ntuflnyrml of the e/(ncral sAupplle* study model
IMIIIIo1S of dollars]

inventory 'roeure- fsues flsal Long sup.
December !meat flscl year 1959 ply amount

1.58 I yenr 195

Army - -. 158. 0 41,.5 M. 2 61.2
Air *ti -, - -2.0 23. 7 38.4 21.4

Marlkle Corps .-------------------------------------- 21,5 3.0 5.4 15.3

Total ............................................. 349.4 115.0 142.7 10.00

The financial inventory position improid during the year as
proelurement was about 20 percent less than issues. The total in the
last column, $100 million, is the amount of long supply in the general
sulpplies model study. Long supply is the amount of stock over the
suun of operating and mobilization requirements. Hoever, since
there atre wide differences among the services in amounts allocated to
operating and mobilization requirements, as will be seen in a subse-
quent chart, this table gives a very conservative estimate of stocks in
long supply.

It should also be noted that very little technological obsolescence is
generated in this type of supplies.

INA)EQUACY OF SINGLE DEPARTMENT PROCUREMENT ASSIGNMENTS

The next table shows the participation by the services in the single
department procurement program.

Service participation in single department procurement

Army ---------------------------------------------------- $15.2
Navy ------------------------------------------------------ 12.6
Air Force ---. --------------------- 1.6
Marine Corp ---------------------- .6

Total ------------------------------------------------- 30.0

The CHAmmAr. Mr. Newman, let me see if I understand. These
are items of general stores.
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Mr. N1,Xwv1.AN. \ 5egiituI of g, uoreil slipplih,(. It iteliIh,, j11, 1,11
adlilist-rat.ion Itld holtsektnopitig siuipplies 11 11111dtoolm,'1110C I(I111MAN. Trh080 tu'o Mo1111 in11 SO iteomls.

lMfr. N WMAN. Yes, extrol ,iely colnlon use.T110 (1,\MAN. l41-0111 11lqUoxilultoly $360( 11luill, $101 liillioll

was mulhpletoly excess.iMIl. NmVM ,AN. 'Aecorditig to $i ho repot, it. is con.sideraihly inoro I han

that, as I will show later.
'rht 11AIlMAN. .A\1, least a, hulidted lihilli
Mr. Nlu"whAN. Yes.
Tihe ( 11,MA1 rN. 'lhat would ho ahout; 28 reent of tl total ?
UrNI,'WtN. Yes, Sht'

Tih (1AISMAN. wltlo W('O itelms tiat could Ih easily irelviI by
pulrchso from suppliers?

Mr. NtwM4w AN. "I ht, i right, ,sir.
Rep"esent at k'e ( uuirls. You ('outld get, I hoinl ill tio hard ware HI ores.
Mr. NmV.\MA N. A great many of t hem.
,ho ('I11AMIAN. W are Hot, tlCilg aIhotd. pl11,10, itlks, gul., li,.5

sils, or anything of dht kind
Mr. Ni,,'iutAN. No, sir.
Repro selativo ( Wueu1i.. ti are ta llking about flmru itiu ro, cotiii 1on

itelms al so forthV
Mr. NmV.^rAN. Ys.
The (uu,\.Expendble itois?

Mrt'. NIP 1,W AM. Yes, o orinsunitible.
1'. Nu 'It,\,x. ('11 iss0e to a very large ext11t, 5iir.

Represeltat l ("1,u1rs. I n10,i10e le Air Force o1 your clhuit is
on1ly ffot. !.6 Inillion participltioll in single depmrtlUent1 procurenltt.

Mr. Nrw?. . This is a very interesting revelition. 'Lh ] Air Force
has circulivented the 0'Maholney amendment and therefore htts parti-
ipated to oily a iuinud extent, in the single department procuremnenit,
as I will discuss.

Represolt ativo Cutrixs. Before you get; to it, ity I ask that is not
tbcause the Air Foreo di(n 't, have a suj)pl)y system. They were sup-
posed to rely on the Army, weren t. tiey

'Mr. NEWMIAN. That is right.
Representative Cu rris. They have actually gotten into it thresylves

now
Mr. X~w.,\x. Actually, what has happened here is that as a result

of the O Maholne amem uent, the Air1' orce was specilheally prohib-
ited by a Departient of Defense directive, 4000.8, froi setting up its
own Supply system.

Representative CURTIS. May I say for the record, the Bonner coln-
mittee back in 1951 were told by high-ranking Air Force officers herlo
in Washington, D.C., that they were not setting up a common supply
system in Europe where we heard they were. So we took a trip to
E urope and found out they were doing exactly what they said they
were not.

That is some of the difficulty in this thing.
Go ahead, I am sorry to interrupt.
Mr. NEWMAX. Certaiin classes of administration supplies and hard-

ware have been assigned for single procurement among Army, Navy,
and General Services Administration. The philosophy behind the
single procurement arrangement is for the Department of Defense to
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reilizo tho ildvantflgo of vol lifl buying by oI)tainllfg he best prco
anld colt,ract 1431,II1H. ""

Other beiioflts of this teocliiJlquo itre derived from tli prvelntionl
of i1 torsorvio proclurement, rompolition and from the orderly placing
of contract's witll i hIsil(e.98 and ill dO)Jessed labor ae'Oas (A) tnoet

ri lain objeetir%,es ltid down by Coigress. Y't,, out, of it CoCid re l)o'ed
pro.etiieillit .il, of $115 million, ill ItIi iill t.'ilstior l supplies am11 IIl(l
toolS dlurilig isal 191, oh ly $,I0 Y11jni lim (io 25 perc(lt were nna(1e under

To selviceN participation in this key )ep artment of l)efellso 1an-

Itgenltint Ie'lni(jiu is fin' I(-4 fitla Would bo(xpected.
Thle National Security Act of 1947 specifically provided for tle--

gn'lflHIN, i '111h1a141111bl( filwlhenti of iJuria(.'l ituliorliy, of techin1ial c(qlilJ ntent,
iiud (*tilll1n1io Ilme It('U Oil (41 baiIniI of oIiigle procilrmollt.

T , 3,lmro Si l 33 sil (lojairlent. procl'relrioeit, It, lgntrigentS. Three
of Chose, oflico fuil r , oiliO r19 equipmenrit, and office supplies, are as-
sig ied to (leral Services Admnlistraton. Tle only large coln-
l11(iity group not coV(31'(1 by soin form of coordinat.d procurement
is elect.rical and eh'ctrnid. Sulyplis. It should be noted that. single(lepat, inent, pr'ocurement assign ments .entLral ize only the pu rchasin'g

function in one service. requirements determination, inventory man-
agenient, (list r.iil.t to, and other suIply functions remain in the sepa-
rate military services.

Representative Cuwrrs. That is almost as large an item as the
others?

Mr. NiiEWAN. Sears Roebuck could do the single procurement for
the services. The assigned just acts as a purchasing agent. They do
some contract followup. The benefits of single department procure-
ment mentioined earlier are, however, being negated to a large extent
by conflicting (lepartment policies.

Oin til 1 o10 ha0n(, the requiring services are permitted to procure
directly at Clio local level, while on the other hand, the use of central
procurement assignees is discretionary with the requiring services.

In other words, the Defense Department is not applying the pro-
vision in the National Security Act requiring central procurement to
the greatest extent Ip{osible. TI he services are only using central pro-
cureinent to a very minor extent.

CIICUMVENTING TIHE O'5AIONEY AMENDMENT

In answer to your question, Mr. Curtis, the Air Force was prevented
by the O'Mahoney amendment of the Defense Appropriations Act of
1953 from setting up without prior permission from the Secretary of
Defense a supply system for common-use items which were being
furnished to that service by the Army under the Eisenhower-Spaatz
agreement.

To circumvent this restriction, the Air Force greatly expanded the
authority for local purchasing at its bases and at the same time placed
no geographical limitation on purchasing locally.

A recent Department of Defense survey of 100 common items
showed that the Air Force centrally managed only 8 items while the
Army managed 64 items and the Navy 86 of the same items.

Representative Curs. In other words, by doing it that way, the
Air Force was able to get around, technically, the O'Mahoney amend-
ment, but certainly in spirit and intention it was a deliberate violation.

Mr. NEw vA. That is my feeling.

4;~
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Reproesont native Cuwrris. It is mine, too.
Mr. N,nWM4 N. Apjropos of your observations, another Stilrv showed

that 63 percent of Air 'orce loctl procurement. was done with business
firms located more than 100 miles from the procuring Imse.

The CIAIJIMAN. in other words, it was not local )ilrchaso att fill.
Mr. NEWMAN. That is right. In fact, in many cases it. was essen-

tially procuremenf, nationwide.
Repr'sentative Curis. Was that, (done by any diretivesq that some

genea1 signed, or was this done by a. sort. of just1 undersailding?
Mr. N RwM,\AN. No di',ctives were issued by thl l)epartiment of

Defense.
Representative euti'r'is. Soil. of by osmosis, the word got around.
Mr. NnwmMAN. Yes.

Prior to the time of the ()VMaholey mnmedment the services' (o-
operation with GSA was practically nil. Immediately after its )aS-
sage and following the implementing regulation, the Air F)Iorco started
to coo)erate with G(eneral Services Administration.

I believe there were about 11,000 items it arranged to get from
General Services Administration, but 145,000 additional items were
coded for local procurement.

Other than those commodities which are single managed, that is,
food, clothing, medical supplies, and l)etroleum products, there is
now little coordination in the Defense Department on procurement of
common-use material whether local or central, because of these con-
flicting policies that I mentioned.

Consequently, the Army or the Nawy may have large depot excesses
while thie Air Force bases are procuring the saoe items locally.
Moreover, since there is no coordination among tile Air Force bases
before making local purchases, the excess stocks will frequently 1)
available within that service itself, as well as between the Arny and
the Navy.

The single department procurement program whereby it particular
service acts as a purchasing agent on centrally procured items for all
other services has basic limitations. Planning of requirements is not
coordinated, and the purchasing service is not informed of the inven-
tories and usage rates of tle requisitioning services. Thus the putr-
chasing service cannot evaluate requests in light of supplies or take
steps to redistribute excess stocks to reduce inventory investments.
Further, coordinated buying alone does not achieve integration of
storage and distribution where a large amount of duplication exists.

To counteract some of these inherent limitations, tile Defense DO-
partment has a number of cross-servicing arrangements aimed at
providing greater use of defense assets among the services. How-
ever, these arrangements are tit best teml)orary expedients and their
effectiveness depends largely on the cooperation of the services' inde-
pendent supply systems, which differ widely in their organization ani
procedures. Mfaiy attempts have been madle in tile past with minimal
success to bridge the gap between the purchasing and the distribu-
tion functions.

The CIAmMAN. Mll'. Newman, before we go to the next point, your
testimony suggests the obvious question.

To the degree that you have a single-manager system ilow for cer-
tain items, would it not be better to have this done directly under the
Department of Defense rather than farmed out to specific services?
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UNIFPWATION OF COMMON 8UPPI1ES IS INEVITABLE

Mir. NFWMAr;. This study that I referred to, sir, seemed to raise
this fandaenintal point, ol)li(uely at any rate. In 1955 and early 1956
the Department of Defense established four single-manager plans.
These wore set up at that time as a compromise of the recommendation
of the Hoover Commission calling for much more drastic unification
for common supplies and services. In fact Senator, the Commission's
recommendation was substantially along tlhe line of the bill you pro-
posed in 1953. Since 1956 no addition single manager plans were
started until the single managers for two sinaliigroups were announced
for January 1 1960. If a few more single managers are adopted there
is bound to be a great need for an administrator for all single
managers.

AsI mentioned, the study group appeared to be getting closer to
this point, as it reconimendel that there should now be an integrated
distribution system. The group also recommended uniform proce-
dures and funding for all single managers.

Even the Secretary of l)efense concurred in the report. They are
very gradually getting around to recognizing the logic of unification,
it seems to me. Ihe big question is, whio will operate the organization ?

The CHAImIMAN. It takes a long time to get there. I will believe it
when I see it.

CUVVINO UP TIIE PIE

Relresentat ive CUmi'i'm. You meut ioned "cross-servicing" and "sin-
gle manager." You did not mention the term "parceling out." Have
you heard that term?

Air. Nl.WMAN. ]it that connection, the departmentt of Defense set Up
the single managers, you will recall,, after the so-called "hamburgerhearings."",

Representative Cumrris. I sat in on the "hamburger" hearings, al-
though I was not on the committee at the time.

Mir. NtVMN. I recall your big contribution, Congressman. After
those hearings the Department of Defense set up a sixigle manager
)lan for subsistenee under the. Army in November 1955.

It was only 1 year l)efore, in 19514, that the Assistant Secretary of
Defense for Sup)ly and Logistics, Mr. Pike, wrote to Mr. Riehlmnan,
who became chairman of the committee in the 83d Congress (formerly
headed by Mr. Bonner) that unifying on a commodity basis was a
fractionation of the supply system and that the Department of De-
fense would not go along with this concept.. Then the )epartment
reversed its position by making the Army the single manager for
subsistence.

:Representative Cuirris. Tiat is right.
Mr. NEwlAN. Then, to olset that, they established a single man-

ager plan for medical supplies under tie direction of dhe Navy. This
was (lone despite the fact, that the Army was furnishing medical sup-
plies to the Air Force. In addition the' Army ran a feasibility test at,
AlanmedaI Calif. to see if the Army could sul)ply the Navy with medical
supplies in the Pacific Ocean area as it was (l)ing for the Air Force.

Rel)resentative Cuimrus. Exactly. At this point I would like to read
into the record again what I said in the January 1953 speech on the
floor of the House, at page 386 of tile Congressional Record of that
date:

V _7
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The tumount of long supply stocks, that is, economic reserve plut;

excess stocks, is high. It is conservatively estimated at almost one-
third of the inventory. Since there is little obsolescence in these
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supplies, this condition is (ie largely to uncoordinated remiUirements
determination.

The model study states that lie integrate ion of requirements under
conlsolidated management ntwoul immediately exploit, te nmxinimum
utilization of resources within lie l)epartment of Defense. 'The coin-
putat ion of requirements is the most iimport ant. function in thl supply
cycle. This is whore costly inistakes start.

There is an urgent need'to establish realistic levels of requirements.
For example, in a survey of mobilization requirements planning pirac-

tic's, the check of 100 common items which I neilitiolu(I previously
showed that the Navy keeps reserves for 72 items out of 100; the Army,
50 items out of 100, and the Air Force, none.

1 will digress for it moment to give the committee sone background
with respect to the exchange of assets among the services and the part
mobilization reserves play in the computation of requirements.
'rhe Department of Defense initiated in July 1955 a new program

to require maximum, use of assets in the military supply systems. It
was intended to answer certain congressional and Hoover Commission
criticisms of deficiencies in supply management.

The principal feature of this program is that before procurement
the requirements of one service are checked against the availability of
like items in another service. The top echelon people in the Depart-
meat of Defense, particularly in logistics, established 33 commodity
coordinating groups to interciange assets among the services. In
practicaly every class of supply there was a commodity coordinating
groul). Because it maintained the status quo of the'services' inde-
pendent supply systems, this program was preferred by the services
over single management arrangements.

INTEIISFlVICE SUPPLY SUPPORT POGIIRAM IS INEFFECTIVE

The interservice supply program has not succeeded despite this
great effort. The wide geographical dispersal among the services of
the inventory managers, of the same commodities, irxkes communi-
cation difficult, and it is not conducive to interchanging assets. For
example, in order for the managers of automotive supplies to exchange
information on the use of long supply stocks, they must comnmuni-
cate with one another between Detroit for the Army and Memphis for
the Air Force and Port Hueneme, Calif., for the'Navy; and Wash-
ington for the Marines.

There are a total of 58 inventory control points or program mana-
gers for the various commodities required by all the services. Yet
only five of these service program managers Tor particular classes of
commodities are located in a geographical area approximate to the
service with single service procurement responsibility. After closely
examining the interservice supply support program, the general sup-
plies study group concluded: "The coordinative process, both in re-
sources exchanged and commodity system improvement2 is lagging
for reasons beyond the control of the commodity coordination groups.
This is apparent, for out of a total procurement of $115 million of ad-
ministration supplies and handtools, only an estimated $1 million
was exchanged among the services or less than 1 percent of the total
procurements in the year. That is despite all this great effort.
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GIVING MI1SINFOIRMATION TO CONOIRESS

I might say also, Senator )ouglas, that when you and Senator
O'Mahoney were trying to strengtiien the O'Mahoney amendment in
1957, the Department of Defense wrote to Senator Chavez indicating
that there was no need for your amendment because the Department
has this interservice supply support program which it claimed was
extremely effective.

When the Department of Defense wrote that letter, they were at the
same time exchanging correspondence between the Interservice Supply
Support Committee, the Assistant Secretary for Supply and Logistics,
and the Assistant Secretary (Comptroller), in which the committee
stated that the program wias not succeeding because of certain fiscal
impediments. They knew this when they wrote that letter. This is
on pp. 145-152 of the staff report.,

The CHAIRMAN. Who addressed this letter to Senator Chavez?
Mr. NE wMAN. It was signed by the Secretary of Defense.
The CHAIRMAN. Was that Mr. Wilson?
Mr. NEWMAN. Mr. Wilson was Secretary of Defense at the time.

But his assistants who prepared the letter knew that the program was
completely ineffective at the time.

The CHAIRMAN. How can we operate in Congress when we get
statements of purported fact which we have to rely upon which were
untrue?

Mr. NEwMBAN . The purported facts in that letter, sir, were untrue.
Representative CurIs. I might say to the Senator I think this is

what we are unfortunately going to pinpoint in these hearings. I do
not know why this operation has been going on.

I want to say this, Senator: I do not believe it is, and I hope it does
not get to be a partisan political issue.

LACK OF APPLICATION OF LEGISLATIVE AUTIIORITY

The ChAIRMAx. No. Congressman Curtis and I frequently clash
on points, but I think we are together on this.

Let me say it existed under the Truman administration just as
much as under the present administration.

Representative CuwTS. It is the problem of civilian control over
the military. I will even say about those individuals in the military,
even those who might sign these things, I guess they are convinced
that they are right. But we cannot operate Government in this
fashion.

This to me is one of the most tragic things I have seen in 10 years
I have been in Con ' ess. There is this deception and a deliberate
attempt to get around what these people know what Congress intends
to have done.

Maybe Congress is wrong, but for heaven's sake if we are wrong
let these officials come out with the facts and show it to be wrong. It
is obvious to me that we have been right in our criticism that the sys-
tem is not functioning the way it might. The sum of $26.7 billion
is surplus mad may be explained, but it is pretty conclusive on its face,
and needs explanation. 'Men we examine into the items, we see that
there is something sadly lacking in this military procurement system.

Pardon me for interrupting.

.~ A~$W~#~
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1MI'ACT 01' I.,N P 1ICUIiMIWENT

'1'10 (1AItRMAN. No. Whai. you arc sayiig i8 Vct, y ipl-ropr1iiit. I
Ilhllit soillal, r11tiol's rt'111't 110 1 0'I -lli tlo lo~l of Iollliell vomleld.

1 do liol lhiuik this is l fi11lt, 0' 1 li 1olitioiliUs of oir lIiir ])iI'(Y. I
lhillkit is h Illo fuilt. of big tilif iry ll ig bll'ii4l-l, o ,O1lak.

RjIreS~lltt iV0 CUI11S. 1I A 'lloo sy 164: I lhiuk l hlos ill pol iticldofftollha Ibe 11luln1l for Ito, dOillg 11'0' 1,111 ]MVPe\,hn, I)II. It, 44 1iN

p'rso1iu1l tul'tlove\ tlat. is Mt. (1ult, ()ilt.1y eilig ill 1t01 0 1 O ' 2
yors1 jutl. long oltoigh i tolld 111 o hit( is goillig o, ull tihen going
SolIwIleor elso caunot, p'oditeo tle follow i lu'oigl il.eeust'y to gotthis job oe.

'tIM va1'loti Assist itl. Seei'o t1'itHe of I Defensi'-, tl t'tll'iO+It 8eet'aries
of 1)ofenlse, haove llovoer got ll hold of this tutli.iOll. I rglet ,o Hay
u11111ti of he Ililitary lead ls ul lthelt lou1ye l n dell tl~il'rllely dt-
41e ivig t.lilu as Well as the Congress.

The t110, AMMAN. Yolu 111y p1)ce0ed.

COVEIiNG lit' ON LONO) SUI'PIY I'TIMS

Mr. NwMiIAN. Yes, sir.
There is ioh1r reason thtt, th1o program for Ole ititeclutnge of

,et;S( has iot. worked . Invent ory Intntgers are relut ant0 to buy from
another service releasable assets which may have been in stock fori a
collsiderable period of titne. WIIeu they etill get. new stock on the
unarket at. tho price. Ill an altten1pt, to eounlerat;l, this quite nat-
iiratl eOldit.ioii+tlhe di- )Dart ent, of I)efeise ill91)5, i'qt iitl tilao seiv-
ices to transfer stocks in long supply on a nolreilbursitble biwis
.t-,tins. valid equireioents of the other sorries.

As a result, of this regulation, it is siglificalt, that. inventory ni-
agvi, were itcoiisuting spi a1 1 olizat.ion requireuetits for the
purpose of retention only. S0uch assets, which previously fell in tli
caIt egory of long S"uplly, and thereby were subject to transfer without
reihibneinent areM now being categorized its muobilization roqui ro-
lmwuts.

In other words, these inventory control points are using unobiliza-
tion reserves as a convenient coverup for long supply items.

This is a quite disturbing condition which was pointed up by the
ineral supply study.

lepresentai ive CThETs. Which general supply study
Mr. NErw ,M\N. The study for the two segments of general Sul)plieS,

administration and housekeeping supplies and handtools.
RepreSAntaItive CUITIS. I Just wanted to identify it for the record.
Mr. NrvMAq. It is interesting to note that mobilization require-

menits in the Army are 34 percent of its inventory of these particular
supplies% In the Navy, they are 17 percent. The Air Force has only
1 percent; and the Marine Corps has 19 percent of its inventory clas-
sitied as mobilization requirements.

In other words, the Army feels they need 34 percent of these
supplies for mobilization requirements and the Air Force feels they
can get along with 1 percent for mobilization requirements.

Representative CuwRs. Would you name a couple of specific items?
Mr. NEwmAx. Yes.
Representative Cumns. Would furniture be an example?
Mr. NmEvWA. Yes.

IN,
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H(t R(plfeiitfitI Vo C2'pirll14. M1obil Izint ion lilux fiotli g to (10 wvich fiur-10

Air. Nnit ,5 N. ( 1 1)1lV hot.
Represen(it lit I%, ye( i uri.s. O r IfivihnIInf 'inn of, lih('tiC efquip-

At'r. NiWMVA N. k ftet S'r N(iJ off IIiese itI eiilH WI'l'e dec'lared ii long slip-
ply t lie I ejill Pliell h', Iof D eA1o frie(iiilie (Hit iV itI I at regul i II loll to Nuei l it Iate
Inte('Pei'Vieling of is4tureI drig inferial iii long stijlply be, traims-
forred rwe i i iiihii r-eliei it.

'[eio ii'voiifory iniiigers(i~ (10 iiot, wuift. to get, id of risset s. So th1ey
116VeOMplht(d I1111 iiV of t'iPM(3 it-il mid1 11( puit, ti(mii bo)l ik ) hioIbilizfftior
z'((ili remf-euits. It. loolc4 ii if 1th!y Ire plafyinig at Por1 of Shiell game
witlh iiioiilizilt loll io'(liliii'tit.

ltoprjll'.Hillfit] VO' ('-i ir. ()Ift hose lifiuiln)i q-ei', whien Ave got. 111h1t.
111i1-ity Jll ftiuhitigenrs wliit %ere fiio.s-e?

Mr. NiewnAt. '1'iey iV('P(' (iilill('d Jilliin ihtirgeis for Corlhibtt..
RIiepres'litiv Cull-I Ji'PI. 'I'li(' ''ooilof not. IloVe t lots if) An rd out. ?
Mr'. N iVMviN. Tlie thioithbo*vit.lh those oviiiijied lirnnibiirr and ar

iiuiiihbei'of of tier colli fort, foodl Hins w"ax that, on evc a ipro.
grain for Polt inIig Chienni Iy serving thein periodlicalily before they
spoilod, Its othiei sCi'ViCU8 W01r0 doing.

flepresoitilt iV(s Cuwru.'lJi. is rigit . I reeli Ii that'.

LACK OF UNiVI F~lM UIIPPITRiA ON 118r, OF W'OCK FUNDS

Hr. NolJI .'lio' iiu-A hiIble shows thilit. Ole services have riot ft-
jpl ied ]III i forni ('tei'i to HIo(' ftilioope'rtt 1015.

Ut Shows tlinti. witl Ii te exeeptiolI of thle Mr Fu orce, fill the other
service "iihad ill excess of' 90 hI'.reit. of their. administration suip plies
1111d(1 hiiuiotool's st.oek] fiuided. Les tlianf I percent of thbe Air F~orce
mitlIsa t.sn.iiel of $523 mill ion istl~e thui -ranigemnrt - si all Other
runct~ioiiu a reas of stilplY reviewed, there is litmtie semblance of mini-
form ilWy.

('['li tamile i'e. feri'e to follows:)

,cfo,.k fund aperbotons in f-eneral supplies .9tudy model

(Milifnon.w of Iliars]

R Sock Nonstork Percent
hinrul fsinde'i Total stockI ftinded

Army ...................................... ....... 144.0 10.0 15"A.0 9&.4
Nnv-----------------------3.7 9 .2 107.9 9& 0
A irA Poc....................2-0 j A ~00 .52.0 3.8
Marine Cop------------------22.3 2.2 31.5i 9&.0

Total--------------------------------......... 27 0 71.4 349.4 W

Source: Armedi Services Sujpply Stippot Ceni'r, (1en.*rAi ppliefs Study Model.

The CIhAIRIS1AN. The other services are 93 percent funded.
Mr. NEwMfAN. That is right. If these techniques are good, why

should they not be good across the board?
Representative CUnRTS. On the stock funded items, the Air Force is

the one that is out of step with the other three services. Actually the
Air Force says it is doing an adequate job and inasmuch as it costs
about $30 million dollars to set uip the stock fund, instead of having the
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Ao r. Niliitw t\N 61111 t i o itt' gutt'ul tiilt' tttllstdy wtti

IIW tdj dt ' %ic itttV I it'iNI IS t t i vil''tit i jI I I Il it I t 414+ 1,11i1'1 toe

'I'll gli l tit 11% a 1t't t'l ll y t''i ti ii t I ifI n iol StM ittiIH (11,1 tltr' I I II
ltworl \N itas 'sO h'tl'i11 t ati ti \~l it11111, o t'8t1ttN 11t41-p l 01111woitis I,itt'l j (t

plsopix ltlpit. 01-Ii flit' 81litit)st't i t rdi.-11(l of -t' i'ot i HMr ti e d A 1iy
ilt lmm' ntwai stpo filit'AevNetpi euwa ipt. t i

four piinary tock poits, 11t. (ist\01os11n PI seolat %.l *Jtiestiilltt
Mr.i Nwm t l'.\ a ' i t~ nil tot1' iltsi t's k o SiI))iS theMir l'OttXtllil-11

ill 1 0v\ 1Nt"ty Ti l ; O NitIs E ~ tllE p] t) I tSi'ol'ltON s ,6.s

Mlsr. iioll sysl.Te ndSrieAdistto dotytm

1iri 'aaly e ten llslpivil system for spot of govenmen tilll(ivi

F'or tt~lhN ll of tm socditlsoi prfors ofilvill-y suppor v

wkit an ela in icll yhea 1959. s0l~wll~pf,11( I
Asv aol r~I oti perornc the milpo itAay, Olse of th N aili-

Nsgro NEMN.qit, Cipil Bth its depot sales and Federal Sup-ea

,:%.,: ~ ~ 159 Thi isst~ doubl erirae the viiayueolue oSAfajusli-

few years ago.
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)oil %%,ill ;'eclil Mi Ir. ( lerim 11.9, , 1W u Il. 1-4514111, Of 010e jn'Oddifig Oif 105
I111 1. ("41111111M oll) ,n 'Iiec I )#'I i 1'.1,114,1uf, o f De )f'it I I fl iItsk 1, 1 re I' 14i leig

ii'19ti 9191911. iiiiiii Ift'11 d(wtl ()H4A P~it- (,tlf'Ai 54 I)pliftm, (iflic.4 fore -
1.111e4, 11 1 11in 1 I I 11l1c1w ii, e n t I4I I 411 it, I ceo 18 1u110110114i 01- 010n 1)(5101, , 1,

111('11114. ( )i1.1 in li41 Ii d it I411111 M or 1) llruit; thu j int.f, 414919' %4ori illIg gif e '-
IiIII'M %061,'Ii 4.11111911II.9 '~ I'J)I14191 ill 99 % '4 , Tie ii~iit I iil

I ) eo I I ,I lit i I~c9 Wn-it witi I 1 (N A,

WiI ItiE(1 Aneo il49161111 V .l JVi,liei iJI'J l I55fiieI.RHfe

dl '119 11 1111 U111 9' i i 1 e1 i' fil .111V i4114 1,1 I9P 9 11110 g i

At ,' hua. 'I a (ISA sii 11111 I ljiy thel 1411111' iffil 'es II,;, los-,ly
if)9111 1.1I i9 -li9v 199'.

M I e leI'91111 l1i11' 9101 liIll 411ing of Mnii11, jijil Hil psel. wlide flee (;SA i;4
I ;cW 9nele Ic' e'i tg Ic, f'lee' eeilileitey We' ll ove 1.1V of ' flid, 11.11ti 1111 $ fl ire-
alik Il I-lii' A if- F~ore'. 'fleet OSA is- sdoit, if. Very filrefs"ti vely. Ini NO"5t
if, is f h)ieeg it, No efnclfiv vty 0111f, f'lu' (I, is4 11om P-mijlirig flits liltume
if9'eti for file A il- Iq4u ,, 'I i. f'lee (Ve91'8414 bae..5 914 if, lijl4iti thi
( olieI.'Y. Ally Iloielo, im- fleei, f ie l i en. Un SA im ait Ito provided ( ftee(1ivft
niijily s-il J)ocrl. oii flew coiijle ig 0 if, Ns flow prsividilug fo~r t-lhst Air,
feiol;.jg., why Nicole Iii if lJe, Iike~vi mc prosvide tleet M111fec if. 41ppoif for Ible

NIP3,31 e oic A N I N'I'4 IM111A'J'TIiON HYflhSITIO

N11 in'. NY~MAIAN. i '199 gl~(l(''I I ICl'lY ly v gru fOel li nc .i~~,haued-
fools 1i ted cedeeleel isf.e'n I.onl su1pli 11ise 11i fertile sres- for conesolidated

Jeeueiignuinef.eeeel cv;eet. ieliieg ill f'le invesefoi'y ine-erith 13-
(I ) colesoliidioe or' ICre'('jlireefs ;
(2)) redll'iole of sftonI( I('VeQJ
03)1) jeeoleel~f. ii izetlojeof lonig sni~y sfxmc(ks ; and(
(I) relt ioii of' item5 r'euuge.

Fiee e'lce' ile I hel (list e'ibell iole systi!r if, ccii r'edlc'e (V)ss at. ()ireven-
toc' ' e site'(I p)oi 991.5, (2) depots, lie(1d (3) trarespoilatioe.

"''io studly gioiip) also 5'(ie(,ided t hat tbleJ is a need for an irue-
grilted (list riiholls Systeric regardless of the mtber of single, roan-
ager's. 'It is ics-por'Ias-t fthai, :ell (OIeoiIno-n1SC supplies flow through the
sailco dists'ihectioesysteri iinsofar ats possible. Further, apart from the
desirechilif~y of rely'Isg on systemss es- being," the Armay general d]P -t
structure lends itself is 'A 1ecicleics for a single deferesewide distrirbu-
tin systein.

Reprsenatie Cuc'is.Yes,. Arocyou still on distribution?
Mr. NEWMAN. I amn about to conclude. I just wanted to add that

the st-u1ly group also urcs simplified aind uniform supply and funding
procedur-es for all singe managers.

Representative CuR-rs. On the distribution system, that is one thing
in particular that I have been deeply concerned about in the common
use items, where they are common with civilian use, which is a little
different, but a big area.
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What have you got to say about the utilization of our great civilian
distribution system by the military?

Why can they not utilize our distribution system instead of setting
up a duplicate distribution system for things.

I might illustrate. I remember in the Bonner committee in Europe,
right after the Berlin airlift, the Air Force was making complaints-
some of the officers-that they could not really rely on the Army for
common use items. They said "We needed to have an extra supply of
pliers, due to the extra maintenance requirements"-I think it was
pliers-what would have happened if we had to rely on the Army be-
cause the Army could not give it to us.

I said, "I thought the Berlin airlift was a success."
They said. "It was."
"How did you maintain the planes without the pliers?"
"We had to go out and buy them in the stores in Germany," they

said.
I said, "Is it such a terrible thing to have to rely upon the distribu-

tive system of the civilian economy if it is a good one?"
In coffee roasting, the point I was making in that was that that

didn't matter whether 10 million of our people were in uniform out of
170 million at that time, or whether it was 5 million out of 170 million,
the same amount of coffee would be roasted and distributed and
drunk.

Therefore, all we needed was the civilian basic distributive system.
In fact, if we had the military distribute for the mobilized 10 mil-

lion and set up on that basis, then when they cut back to the 5 million
there would be surplus and unused facilities, warehouses, distributive
systems, and so on.

So in these kinds of items, and there are a lot of them, where they
are human consumption items it doesn't matter whether they are in
uniform or not, we surely can utilize the civilian distributive system.

To what extent has the military been using and trying to gear their
system around the civilian distributive system?

USING THE CIVILIAN DISTRIBUTIVE SYSTEM

Mr. NEhWmAn. Let us talk about coffee. As you had said many
times in previous hearings on this subject, the only way to understand
the problem is to take one item and follow it through.

Back in 1952 when we studied coffee, we found that in the green
bean there was an inventory in the military, as I recall, possibly 150
million pounds of coffee.

Representative CuwRis. I have that figure. They had 193 million
pounds and I think the coffee then was 64 cents a pound.

Mr. NEWMAx. That is an investment of over a hundred million
dollars on this one item alone. The services claimed that the reason
for roasting their own coffee was that it was the only way of assuring
quality control.

Representative CuwRIs. Yes, I remember.
Mr. NEwMAN. Our survey showed that when the coffee was roasted

it was put in hundred pound bags and at many installations we visited
roasted coffee was found to be a year old.
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As I said, the rationale for the military roasting their own coffee
rather than doending on the civilian economy to roast the coffee was
quality control. Yet once coffee is roasted and it is not vacuum
packed, in a period of 3 or 4 weeks it has lost most of its bouquet and
aroma.

Representative Cuir'is. I did not know about that. But I remember
when we held hearings in California, I found out that they sold coffee
in the Navy commissaries and on the Navy commissary, shelves Navy
coffee was stocked along with the standard brands. 'he Navy colfee
wvas cheaper than the standard brands.

Yet the Navy housewife when sie had her choice bought the
standard brand which cost more. I asked the admiral in charge of
coffee roasting, "How does your quality control fit into a picture like
that?"

Now, I can see why the Navy wife buying for her husband did not
buy the Navy coffee.

ifr. NEwA Ni. Yes.
Getting back to your original question, about the use of the com-

mercial distribution system, that is precisely what DOD is doing now
with coffee. It has stopped roasting coffee. It is using the com-
mercial distribution system and it makes contracts in various regions
with roasters for periodical spot deliveries once a week or once every
2 weeks.

Representative CurTis. Then, using coffee as an example, the mili-
tary ought to be moving into more and more areas that are similar
to It?

Mr. NEWSMAN. It is a fruitful area.
Representative Cuons. And we can utilize the civilian supply sys-

tem. I am satisfied this $3 billion in that particular year that they
were spending for new warehouse space was a good "bit of the un-
needed warehouse space we now have.

Wre were duplicating to a large degree the civilian distribution
system for these kinds of civilian type items.

You report here a charge, at least in coffee, but in other areas are
they beginning to utilize the civilian distributive system more?

Mr. NEWMAN. I would say that DOD is using the GSA, Federal
supply schedule contracts which are direct shipments from the vendors
to the using military activities.

Representative CRTaS. Another area and then we will go on so you
can finish up. Automobile repairs.

I am now talking about standard automobiles.
The military got into that business to a large degree and were stock-

piling spare parts.
As near as I know they are still in the garage business, or are they?
Mr. NEWMAN. Within the Government there is a Government com-

petition with business program. The repair of automobiles comes
into this particular area. Some of the activities have been closed and
some have not, for the reason given that they also repair military
vehicles at the same activity.

If you discontinue the automotive part, it would be costing more
money, the military contends.

Representative Cun'rs. I have heard that and that is to a large de-
gree unsubstantiated, I might state.

Any real study would show that to be unsubstantiated. I might say
just for the sake of the record so we do not forget the importance of
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I lit' iftemi , it is 1111 jilst flit' I'tliv'it'i'vy Nv gi il iiiit iliing it systiii ti litt
III rlt'itl texists, wii rt'li ust's, n iid so foil . ii li I pr iilt seect ill, 1 il124(
I t imii tflit' t'livit'iicy of poi-soniiitl NNitost' work if is.

AV lit' wte 1)1 II n 1111foriii ()I IJ tPi Wttit '(5I iiisol Vv 21v"llil t' ii I iig of
Iti iii lli termi s of lisintg Ilim i for' i h 111 P5r itisoins. lie' is olt' (if tim miost.
costl 1 'i iploy!cesi i I li t' I li Oin eliii 1imi y if Nt' ret its 15Wt slouldl,
vt' ill I 1 i'Is ills -.1i14 (I irogvlsto 5 l cosflt' f (I e lit' 211i serves its
w Ilist' t livil.

Bilt bt oil f hut, its it ilit'iiiIt'p, of flit' tllx-%%rif iii' coiuimif tt'i', I umi
t'oiisi nuif lv t(isf iirht'd Mt tilt iiiiii'owiiig IXi Nliso. Evt'rv fins liti Ilii-
ti ry rl'iiit iIIIIsyoIl-kspln rw.I-lossvvll yeOe

o o ist ollt't, i lluw ii re w it lid ru wing till ltvii y from flit' 12tx buist,
flui C of lit'rwist wou i lit'lp 1 t' 111 lit' r'iiI milit i ry vosts.

le wvlioh' tilin g ht'coiits it vt'lly grul't' ('coiloillieC 1)1liltim i 1 ill-
of litvr i't'tsoii why ti.f.oiiit Eeoliolllile Coimiiitttee, ill ily juidginillt, 112s
lit't'i very' NNI5o ini miovinig iuto ti is 2 ''1

Mir. I wNill coiielmh' myi reitiirks, Coiigrt'ssiiuii, by sly ing
.ig.i in t ut flit' fisf; supply syst em sfudy oftieAnitd Forces Spl
Support, Center'1 rt'silt 'I~i liii t'X('(llt'it. it'pll't. Tilt voiitl it iouis IJ-
yen let "Ire, I bel1itete, iiidicat ivte of Couud itions inl2111 of her t'onitmoui-Ilse

AN single Iiiniiluiger for uIdmin isti ufionl Supplie's Ii11)(1 11uiihfools wils
t'stn W isileit by f lit, svvt' t' ry of IDe ft'nst' midt -issigiited I o f lie A rmiy. At
f lit' ,4.1 Ilit'i i' I:Im lit'rtwe 'n' 12 t flit' 1)21 rel ii g oiut i gi il, ]Iv' -Issigiu't to0
flit' "ay Ind wit hoot :1 vvsblt td, it single nitiuingerslil) for
li:1AWir121 init., 4111td rt'llt t't it emis.

'f'ltse Ir tir'Ile. tirst. volililiotl it v single 11iinger, lssigiiiiil 5nt SiliCO
'zi lv\ in 1 956). Evt'rv si ndv flint ha.-s htenl iii1idt' 5iliC huit;I 6ii110 ill tile
lpni'tvil (neiof IDe'fetnse loo)k lg at- f 1w single' mll11in~gI piilis bas coni-

i'lnlt'd tiiis is :1 Stetp for~wa-rd. -Iilf bet~veen 1%flv of 195 ti lud January
of l!tO no)I 2lti itu i nn -15wtere t'st 21lislit'd.

('lie milt er1211 re'ferredt to follows :)

(Commodlityv or -Prvic% IiDate of asslgumelt Siugh' hhhhhIger assiguned

1. Slubh ejet -----.. --------------------------- Noveuuber 1955 - Secretary of tile Army.
2. C'loting textileo ------------- a 19M _--- Do
3. Medical materiel ---- ---------..... -i) ----------- Secretary of tlie Navy.
4. Petroleum -------------------------------- fuly 1 9561---------- Do.
S9. Military traffic immagement -------- ------ I N I 19M4---------Secretary of file Army.
7. A ir i)sOrtaio-l ------------------- --- N(vtle ---- d - ------r Secretary of tile arvoy.
7. Air transportation -io------------------_ oebr15.-_--Secretary of the NArFo.
S. Ilandtools. atimiierati,,n, -mu usekeepIng. January 1960O---Secretary of the Armly.
9. Haordware, paint, antl metal lars, etc------- ----- (20-------------- Secretary of tile Navy.

Souncr: Pi):rtnien2 of D~efense.

RepresenitativeCURTIS. There has been a 4-year lapse.
IMr. NEWMAN. Yes.
Representative C'uRns. What was the date of my letter to theSee-

retar'y of Defense, Mr. Wilson. I think it was right before the May-
July 1956 activity.
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I Wrote about, a :1 2- or 11 -page letter to tile S (crelary of Defense,
just ask ing these (jtl.stions.

'T'hen there is It ,-year ]n )Se.
Mr. .Nim,\N. It a ws (l tiring this period thlt they had the inter-

ser, ice s~pldy silp)orL, lorallis wli(ii tiever got off the ground.
Ro reselll t'e( . 'We just, wrote soe let ers id I Wrote

some, oo, last, year o so. It, is not a coin('idetnce ill ,Jitary 1960
that we get the show inoving.
Mr. N.:WMAN. 'I le PSelry firlt- li n (. Iiltie1d re('(ently tlt Iill

addition to th estahlislinien, of two single inanagers a, sil igle inte-
gratled[ dli.- litIion SYs~l, for a.! sile connodif~iv.s is being sl, di(,d.

IUniloit oJ)e'lalfilig pirocedilres for illI single managers ire also to be
developeI to I'il it' ie eff'e'tive suJpply operations.

i)I SilIST 'JI( IN 01'1 PAINT

elpre senltative ( lr'lTIM. This paitt, worries Ite a little bit. Is tile
Navy already in the bisiiess of' (list riid)1ing 1)i1 t wlhicih means ware-
housing, and so forth.

I (laresay a goo( bit of! paint, or iost, of tie )ainl could I)e pro-
cu1red through the civilian systlti. 1 (1o not, know why it cotildl not.

Ml'. NEWMAN%. I ('eIttinly doll't klow why it coildhl't.
Rejpresentantive Culrrlls. 'I'le 'eason I AVoi'y alout it is that (lOS not

pa itt I end to (eteriorate, o1 (1o I hey keep it in) a way tOat it would not.
Afi'. N]VwMfAN. I thijk it, (h('tC'ior'tP,1) lbllt I ir not familiar with

this arella.
RepresentiLtivo Curris. I see. This is a detail, of cotrse.e; $r6 million

worth of paint, appairently was declared stirphts in a year and a half
in 1957 n(1 191)8, which 'is about 3 million gallons. '1 do not know
wiet' lntha, is a larger peir('eiiage or not. t j ilist worries Me.

Ill te civilian economy, han(tool, hr(lwai'e, psainit, are regarded( as
hardware items in most, of omr local hardware stores an(l even big
companies 'elate these items when they pirocu ire.

lere, instead of a real unification it, is an example of parceling out.
I guess the Air For'ee-what do you suiplose the Air Force willget?

M r. NEWMAN. Tlie Air Force (lots not seem to )e too anxious to get
in the area, Iealise they were assigned photographic material. They
tttiriied it, down.

Representative Cuinis. Good for them. Maybe it is because they
want something else for their parcel.

Mr. NEwmAN. It is quite possible. Maybe electrical and electronic
supplies.

Representative Cu'rrs. At least this would be a move forward to
some degree.

Mr. 'NEWMAN. I think the single manager plans are definitely a step
forward.

NEED FOR UNIFYING THE SINGLE MANAGERS

Representative Cnwris. The thing that disturbs me is that they are
a step forward and that is good, but we are going to get to the point
where we have a lot of single managers and then the parceling out
thing is going to show up for what it is.

Lv
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We are going to eiid u) wili a ridiculolls situation wvitlh Ile Army
for nto earlthl reason mtvluig its butinci of items, the Navy for no log-
ical reason Ii, all its bnch of items. ,Jus. both of them preserving
an empinre.

Surely there ought, to be a way of getting some sense into this thhig
and to stop this business of tryig to preserve an empire.

My letter that jI referred to w\as' Jamary 19, 1955, and after writing
th letter and getling no reply, 1 remember, 1 had hmch with the
Secretary of I)efense in June 191i. I wanted to give him plenty of
time to fltve a chance to get- it, checked through his organization. It
was a long let ter. The first act ion 1 do recall was the Single nmuanageir
plal for subsistence in 1956 and the others were lromnised to come. 1
guess we got, busy on some other things, which we (10 anld nothing
was done from May 1956, or November 1956, ill until Janinury 1960.

Mr. NlEwMtAN. That is right.
Representative Cu Rus. 'Te tell lhe MeCormaek-Curtis amllendmelt

was in 1958, which started it up again and now we are, holding thosehearin g .

Mr. NEwtAN. It, has a history of stop and go.
Represenlative CURTIS. Yes. It leads me to believe that there is

only one answer to this. The Joint, Economic Committee should I tke
cognizanee of it.. This is such t big part, of o1r economy mi(1 so im-
portant. I do not know of any committee of the Congress that really
has got the jurisdiction over the overall aspects of the economy other
tha1 this one.

I think maybe the way to do this is for this committee to estab-
lish a permlanlent sul omnitteo on this area, until the cold war is over
and military procurmnt (toes not have such a treenous impact
on the overall economy.

Mr. N,\vM,\N. In conclusion, I believe that the findings of vaste
and duplication as evidenced in such nontechinical and generally off-
the-shelf items as handtools and housekeeping su)l)lies arle ( I ) bound
to occur when commercial-type items are imdeplendelt y bought,
stored, and distributed by the individual military services nit her thaui
under integrated systems; and are (2) illustrative of the existence of
even more costly and wvasteful supply management Iract ices in the
broader areas ot common-use, teehnicl ty)e Sttl)l)lies and equipment.
in the I)epartiment. of Defense.

Iepresentative CUvrIs. Thank you very much. ohe committee will
stand adjourned until tomorrow at, 10 o'clock it this room.

(Thereupon at 5:30 p.m., the committee was recessed, to reconvene
at 10 a.m., FriJa January 29, 1960.)
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FRIDAY, JANUARY 29, 1900

U.S. SriNATE,
SUICOMIMITTEE ON 1)JEENSE IROCUIREMENT OF TIlE

,JOINT E(CONO Ml COMAI'iN'rEl,
iVashington, 1. (1.

The subcoliiittee met, pursuant, to recess, at 10 a.m., in rooiI G-308,
New Sente Otlic Buildiing, lon. Paul II. Douglts, chairnian of the
sulconiilitiee, presi ding.

Present: Senators Douglas (tchairnian), Spa rkinaii, O'Mahoney,
Javits; Representatives Patman and Curtis,

The (11 AIRMAN. TiM (;,mll itt(ee Will coiiie 1o ,P(lhr.
We appreciate living Congressmani Whittem of Mlississippi with us

this morning. We know that, le has given a great deal of study
to this subject and hius taken a concerned and inlligent interest in
reducing tie waste.

The testimony yesl erday, Congressman,. brought out, facts wh ich
are, doublless familiar to you, but which I think are not familiar to
the general public, iammely 1lie huge expenditur's wllich lre involved,
tie annul voluime of milit ry purchases of approximately $24 bill ion,
iL toli of $17 billion of supplies in storage, ll admitted excess of
about, $27 billion ill surplus propIerty.

[a addition, there are annular sales of surplus around $10 billion,
with a net return of only 2 percent of acquisition cost, with storage
charges imimitiiig 1o well over $100 million a year, or one-half of 1
percent, of the asquisition cost. is an annual charge.

AWe farther developed what I know is a matter of deep concern to
you, that the advertise(d vornpetitive contracts comprised less than 14
percent of the total dollarr volume and the negotiated contracts totaled
over 86 percent.

In the last few years despite the criticisms which Members of Con-
gress have addressed to the, Defense Department, the percentage of
advertised competitive bids has decreased rather than increased. So
that the more tlhe Congress criticizes the Defense Department on this
matter of negotiated contracts, the more the Defense Department dis-
regards the advice and criticism.

So, we have a basis of fact in this matter and we want to thank
you for your interest and concern and we welcome your testimony.

Mr. Written.
183
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STATEMENT OF HON. JAMIE L. WRITTEN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MISSISSIPPI

MV.\l, III-Tn. 'l1'11111 yoll, MrI. hi'. .

I did fivoplf. o'lt i' invitation III. Oll ilcolv vtlli'l ill thl . we Iwo
ha.vinig dfet'i, -he'rings I w nid 1 11111 on thui, Nhl.eolliniftle .

I Itp l'et ilit t t i itil i l I u l I It 'l(d it. l,'i'liso t i trough tl1hovolirs lht 11 I v't livetl So 11111v things l,1h1l ha1vo t li -bH.dmi l , 11. 1
liuvo btee able to gel. So 1itt Int lt'ilion to, ,iolwitlisfliliing IIe fit,
flt. 1 I hav Ii led l.oriy rlo s o l h111v poll I II loll( s allies
on Itho floor of t le I folins.

like iiinIIy other tlhilgs, while I call point to solm stileiss, 1 ltik
lithv havo hailed . .ivws v 'rv 811111-.ly il flity li Ie to givol livillu sih, nl I trolfl m, which, is ycil knlow, isial. reffly ell'eel-ivo way

to ,l, irllolitl ( lthse I things.
rr. ('hi itn, I was requested t( Sl1)l)ly prlinlltedl cOli)soe lly s Ni1t-

iont.. Anyone who tagls with hlao l dfeliise exjpt'lldit.11rs hastobo, rat li, " (Ill I lk"fil 110t. I ob Ill isumhid . lod.

For flint re.so1, I worked rll. hard ill t rii u to cover th is l uitt olr
rather filly il iNuell it Way lhat. moy poinl. .'0 I'hT not. be lifted out of
volliext.

I will he' glu to follow tlit prepa red stlitltnnielt, oIr, ii' if. is voIl
plenlsur" , i sll I e glitd to htitk oil ilt' cuff nld give sOiltl Of the Iloititlswhich ill tli-it led Io Ito lhe voivillsiolls which .lre slvlhed ou l a lit-
ft ilo ' detail ill fll Irelpred I tx.

I iii t i voiIl t phlilt.
'Tl io.\Irn. I would sliggest; if it. is slitisfiletry witlh you, that,

yo tilt' flite stliteiit'iift and Iell, tallk of lt' t.e c1' with'll th privilege of
revisinlgr your reinerks, of tollirst, for I le record.

Mr. "\\ rrrx. ('ould I usk tlit flt stlit tlliet. lIt. canrilied in tile
record if lossihle, al if tlero is uny itiddit ionul inforiat ion Ithi l,fCh
eoniiutt ittlio shhll wat added, wt ('1iii do it. thif. way.
I worked iitlier hartd and I would rather have this in print if I could

have it thait wav.
11W ("lt It.\I0,.*x. It will be lWinttd at this point in he record.
(Thi formal statement of Mr. Whitten follows:)

TESTIMONY OF' CON(IRS.ISMAN JAMIE I . WIIm1'TEN, O' M ISSISll'u'r, BEFORE TIlE
JOINT ECONOMIC COMMIT'I'TE, ON TilE "IMPACT or TiE (IOVERNENTrN's SUPPLY
AND SERVICEl PROGIAMs ON rlE NATIONALr, EcONOMY" JANUARY 29, 1960

Mr. Chairman and members of the committee, I appreciate your Invitation
to appear before this committee to discuss wlti you many of the problems, as
I see them, connected with military spending and Its impact upon the Nation.

First, may I say, it seems that the overwhelming majority of our top military
leaders agree that the present competitive, or cold war. involvement with Russia
could well last 25 years. That does not mean, of course, that we can feel safe
for that or any other period. It does mean that we niust nieet our day to
day. month to month. year to year defense problems-but in such manner that
we can remain strong for that period. If we don't. we could well lose out
because oiur economy cracks lip first.

This fact makes it imperative. in my opinion, that we eliminate tlip waste ill
military spending, that we eliminate the billions we are spending in the name of
defense hut for which we get no real defensee.

We must place the maintenance of a strong (lomnestic evoniom.v along beside
frontline military striking power as an equal part of our defense capability.

In presenting the views I present here to the Appropriations Committee and
to the House of Representatives. I have frequently said that I believed I was

IMP'ACT (0,0 I11-301-N.,;, I'IIO(,IIMIINT
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iloro fearful of the Itulatin threat than sny one I know. First, because she
Is causing uH to destroy ourselves, aind secondly, ltuosla Is developing too lituch
for um t o e'xhalust, olli'50ilves ilK though w, were running it 0O-yar( dash.

Air. Cli Ir'iian, for the re'or(d, I havei been a ineniber of Clio ApproprItlons
(ozanlltteo of the llouse of tepreSenttliveH for about 17 years. Luring World
Wr I11 1 Wll a imii'ber of the Nuli'oninitto for Naval Appropriations II tilet
1I1011Se of' ib'I'eS(itlliatlvyo. For the piast 6 years I have ib(eu ia membe' of the
Subbcommilttee for IDefenS Aplplroprlthns, flid also a[ itmembher of the 8ibeooni-
iit111(to for Allil llry (' l'listcthii( A AProihirltit tns lice It was create. Il tllose
various (.ulieltleh, I have spent ntonifiH hearing testimony, asklig questions,
obtllnliig Inaspections fin1( Invstigalloi, lI'l(llng to it rather firn belief that
we (o not have oo 1111(h (hc'fenuse. I)oubtiless; we would lnever have too fllich.

Ilowever', it. I ly llief we 1iave fill' too u1ii'h spelling for tile defellse we
hlve. I sill coinle(d(1 (('fllls'o i oily o(11 of tha. factors that enter Inlto our
dclterlillat lollns for defense Hi iidi g, tilie Otlars fire lun1i) pr'11a11g, spr(alding
tile iII IoeHlI llte Niiii0|it6s of d1f'1se18 sPen 1 lding, talking (011'0 of fill Is:'VIcs, giving
till defOlimEe coutlNors iI fair share, spreading the, illitiary blaes to 'f4t ltledo I
i'vellonms, et (,e(tern. Sucli a coursIf I see Ilie nlatter right, leadt,; to waste, to

Inflallon, findll to it (lanlgerousI public till(] colgr.sslonal attitude. It would be
well, if Voll liiv.e not. do1e so, for you to rend the Ivestigal ors' rex)rt of prou('lre-
nIllea, IlIaclices, whicll I listed upon-Appropriatloji Committee henriuigs of
11)56, vol. 1, pIlge I) to f8. Thie wfisteful practice , shown there are startling.
Very little has been done to eliminate most of who, t i,4 shown.

I 11'c1s0 so 1Il1i1y flctors, vested Iltterest , pnllnl priling, all(] other ,onihlers-

ti01s have c'ept iii.O Ilhe( Il'hl of defense Sjeldilg, It 1 Hiext to imp)ossihle to get
anyone to look it Ihe matter ob.ectively.

A few years ago Ia relatively unknown U.S. Senator became Vlce President
tlea Iresident, largely by virtue of Investig lthins of military waste.

Today, however, we find that defense Is hlrgely measured by the level of
sitel ding. 'ihe itockefelhlr report, the1 (Iltlher report, find pra(tically all others
stress "we must ilicr('iie tile level of spending."

Todlay we don't find ily of those il(ntlouled for the Presldency in either party
stressilig Ith(e wiasteful defealSe spending, l)1ut rather the higher level of defense
spending which lie will either bring about or continue.

All, in their puldic expressions, sceiu to ignore or, In my opinion, it least fail
to stress that a solvent, strong, Inflation-free national economy behind our front-
line military is an equal or perhaps an even greater part of our overall defense
strength than the front line military.

It Is not that these men are not able, strong and possessed of integrity.
Rather it Is because they are experts In judging public opinion. No longer Is It
politically popular to scale down, even If we don't need the particular production,
if thereby we affect ndversely immediate employment in a particular area, or
stir up a particular military service, or stir up a large segment of the financial
giants In tile nation.

What frightens me is that I believe these potential candidates have Judged
public opinion correctly, and therein lies our greatest danger. When the Amerl-
(-ai people are more Interested In turning the wheels, leading more and more to
paper money, with less and less attention to maintaining a strong economy to
support our military, I believe it high time to stop, look, listen, and act.

At the same time, I hhve confidence in tile American people; and I firmly
believe that if even one of those mentioned for the Presidency set out to show
the American people the wasteful way in which their money Is beIng spent, If
he got the facts over to the American people, I believe the people are sound
enough to make that man President. I know such a man would render a great
service to the future security of our Nation, whether he won or lost.

Let us see what leads me to this belief that we reach for that which offers
Immediate spending.

MIUTARY STRESSES POSSIBILITIES

Last year. for Instance, notwithstanding a budget in excess of $40 billion for
the Defense Department, a great deal of our committee's time was taken up with
the things the military desired over and above those Included In the budgot.
Significant was the fact that each of these proponents of increased spending
above the budget based their desires on the fact that Russia could have this.
that and the other. Doubtless Russia could have a number of them, but all
agreed Russia could not have half the could haves.
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All fluo \iti V lit1 l l i ill itii nh golto',tl'I tl i I 'ito t11 1 4-111111111l l fl t 111 1 nl
fl1int. Itu' o l p'n H ori i l ,l b 11 1 lr N1loll I rI 1-41 ll Ilo1 it llM144.llt 1 hl liI
Ii~tItt| t Ill !Itt ili'htii,1 , l' I lit' ., rihi4'tI. I i, ,, yen 0 mli lH rng

11 1' 4 I NI'H INIIINOl ANI| 111IONE.'11l

e llt wi ll dt' ltllih ot I', f Ig 1 111w tlory 1.1,1a ,11 li 111\11441i114rI $ 11 w lt\l11,4111hI N M 1gK ,
111mfil o1l I1, '1 l elr tie rllc ,11. I or Ifit' tillvli,4 i 11nilli , i1 l ht IN 1 h ig r uilli
ofI t form tlI titil hIllg ,t111t ll , Nt11 111t1 (1,). 111 1114

I Ol~l tll'xtv1, 1 0141 1oal i K tt 1 1111111 or 1114 11 11, , 14 d, lilt' Ittto Hlg l-
v1 nIy ly Iho M n I Ii' ( lo. I it It 4l1l Il1l I ly wh h l1 I 11'I4'ulIt1,41 1d I 'll N I tI l' n tlI1I IiK
t it l iy 111ly fll i t I u 1 '1111's rtill 1tiloI 1 i'itt ' tt'4t I bll o 11110ll't'Il 1 41yolI I11,
4111o.411oll l rol't fIsllr vollit'ef 'lil %N .-1114 lii (lit 1 1 I l,11III, 1111 I, IIlllt wi4ih

|Wo ll|olll ll| Ise 14110 1 nI1l!'Sll(%z lilt,11 II 1 111 1 V|oll l . Ill it 4,41141 of1111 lln ll i l i .1

Vot IsghI1 . 4 -,o h et hai iit'adilr 4 1 t1111 It o ,il 11i, 0111'1 IliI ihl1 '11111no IlleW II1114,h
rfei1 t' 1 o till lo, IDoii| 't81O111il#4 ot1 f uoa 1to i'e111illt r by 0 111' t Ii ) it'l 1-4'e1111 yeato,
%+,1114 bytoll 111144 1 111 44 ofiyear itsbll lt' I taf it MicfIrl1i (* llli'hny ItIn4v lind. A,,..

at' 11tIeu,113'ed l' onrlco' tho rsIuOgM1.11 ) t'otsi''l g 41lf-14 till flip' 1I)fux-411itloilt.m

T ot ll o vei'. Iq H lo l llalg I it w uld b r to l lnt I4alg1on It or.lr ll fit ('1 1'(111'.
It IA r llnl 11t iyea1 lu Rl (1111 f 1,di1 hi 41 4li lalrt downI

Im owo l r, Ihli .ye 'r t011d (o 144r it( N tl' ltljl o llIgo 11111 r11 4 jl 1i 4 I 111i 4llhtlonlll', Ni for 41,4 h1o lolow till.lnq IIvdll o\11(lilldlllll'o 1ilIIht IIn III1'11 lio I1 1P

w. it tar Iit thea hvI \ lag wouhl I.ill In IrIlred 111-41y lit Ito ovorkll
lIg fo by tilt% hMarlin Vo, it tho ( iveo.trh

S'h Isl a1o. lly, e fli1tn1%1 ( l' I ,11.ir hr t Ilh I 11,., that hre I noSgltatehn iio-
i h e t 111t in , aw rolnd1hi rtll, stro ltv'itin g f111-, lilt'iud 1,11, 11 114I1111Kl to
o.ier lt1h,o hlg ,or or lhe, who dVh5tl114lo whil1str to 1,,e11eUtoelled il,1111K.
lISeMolltiotl 1h1l .lli, e on Ioat foi111 ontrts 1111g.4 02 o Ir t ug 1141 lly 1118",i
houari1gs.

It Im to e uo mid thilt lUon, tit tiltaryeoplo l os r oe o )(,i Inle t enilno
rom bl fUrolmess, al foi , 1 iheMg jrb nd It relable eple with bog ixi.

rhentx, t elowovor lit response (te raridnt1e. in. If Oyu llr lionhe 1 l t virllr,
th erparluielt lwth this yea r slblnladd 11 rls n retired oft largeury pel-Oi11nu w1o
are t b tpluck yin by c etraetor doin co trantg with o oaplof eSatet.
That list poor. ae no epa o and would s the fopnd ts1 and facto nd p srt, , of or
henrggin of thl year. Thi w have ro seoathe of top peole Ili rh Y)rt-
mint Whig 81110e4.4 and hosee oo1epanlt.i doing takego aoneeracting o1ei1.s
wid lthat the enpart1t hvhl large feenrs of rollowe d i ary inwiorhOb l work-
ang for thenln hls nakos It hard to derurnn1o just wht, Is wit, or rather
who I who Whn t study the matter further we Re, peot leore Id Ito ,eate
In the bnus, and hardly a dstret military o withe doem't have defnsy
spending, onlraet n., or a strength toabshlent. We see bac. eft l public
and mgrheional tIrs, hnce on cohninvug contracts o poratl milit ary Imen,though the 1ttv has exp ired.

UITATPARY VOT'AnUSTUENTS

I am on the hatitnisttp on Military onseructlon, wich Is headed by the
member frog e alfornia, ib r. Shepard, a very valale Mthor of CongressIn our subconm|ittee room we hlavenh huge niap on which military Installations In
the United States are Identified by n pin. If you will look. the map Is virtually
coveredl with such pins: and In some areas, In spite of the large nmnp, some plus
bnvv% to be stuck In the ocean since there was not room In the miap of the State.
At that., this map makes no effort to show the plants and factories and personnel
enaNS] In producing various things purchased for the use of tl1e military. You1
might take a look sometime.

Then we turn and study JTapan and Germany prior to the last World Wars
and se that the eventual course of events followed a period In which big business
and the military joined together to run the country. There, as we all agree, the
government was controlled by lenders who were for aggression. Fortunately we
do not have that situation here. However, there the people opposed to the
leaders because of the involvement of military spending In the domestic economy
were unable to muster enough strength to hold such leaders back.

We. in this country, have such an Involvement of military spending In our
domestic economy that It Is politically risky to even talk of cutting back defense
spending, even If It be waste we are cutting out. Little thought seems to be
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givon to) tis ovistet I Ntrilligti ill Os ,iitidi'4o of outr i4e'iitaey lit the yenrx Aionf,
wll'l I I ililtl 114 411i4t' f il laOiltejor taqit4il 10, It wW iiie hucvo wear, Mot
11alill1a11tY wVIIt te"' H11441e1 lip wet eel wheat. 11hety wetit wit hot rilfarolets) to t his
4soiitiinty, wI le'll I laiy Mity IN4 nl. toh' 11 is' letir ea n,41glaeetssett.

'ilJln i' pl', for Ilonvo~t(, tho liesNee'to 13 fr Neavy Iit 10;94 (folmInigi xtleeot to OtiS
s'esaeleall fi'o voitl al l D~l M1111 Mil bt I.rs'ontiblo hItilgoi~tsry otfl li lOu t Ntivnl
,eorvh'es I hroetgltotell the Noivy mnl lt I eey iiivodl moectttitiffil over $1if) billion Its
opipropil I oil, rt'Iho 'euat yoeer, tii, itle tho imeueting provs'io fblins lua
11114111 ll e' MI-I skI t110l etlsiil $1 2 hilli, cc ltxiiletesly C ho eisiit wES hitvo til
yoear. 'I'iaee. woulel es' it c 411) pisrieeia iitere'os lit ipport of their tited for
lit 1041l thu fAllhee'.it eateiteeth, witH poiniom oit I heat prisenij tuuad for eeeeatoril
by,' lie Netvy Will1 leese'imid~te 7 pesree, os-'i of tim leisit movesrtl yoliern, Aniyonos
%VillI 1(41#4 Jil41. 11fe l'E'IY iiitiatnm io) fIture woutldl resfll'M tit. If WO coimiitui a 7
pla'ae'iei lt1401,11e1'1tonsell yotr, wotels lea MUMe4'. ineianto 7 tsienit teenitor Jclietlon
em-'i ymiatr,' ll ihuia 20) yvorn our eonety womie naot be worth acyl long ; atid tell
l(iael Mstt outr 4onomseey woutld 'rie'k utp.

Ity I Io ieedle'Iokeaca, If I tot l'eminltim'it flurinmc of tho Biudel't cand tho Coctgcenn
iti1114 'ta g it oIsoigt %Vt Ia 1111 4ela'eio, im $ hot Hfe'rotary of tho Navy ioie'lede It,
''of t'4Oloielhe' tale' olils'ee' sir t Novy" stud niaottls greiot t t41ere'et
Ilei''eo Wlgl4'it eese Veal 1it'oeltel wottld ll Iks o Moe ovsw ltd ys' r iitilmior thin
yfl'aa" a''i iitt~l , It' I bee I. olee E'otrt t oe'se floiewede witllsg relr Ito this ot her ds'ts'canue
111111i foett'slai I iitgrJlilmt, I itoi weilitflis et tiny eaocs'y i'ff Ito ratllis lit! eintry.
It y#Ia etr u's' ittie"4'i ', ,vet oll Vi ill Ih 1 ioslsue lit Ilao tssx . voluhie of ouar
"1o1ta IntI'ItaI'll i' lbsl tagie, Witleit itjitlil i e'iolesi wi I fit fties. tet. wveesk or 10
elltyFa.

Alit PsIssi AEJAIOMY

M 0.of yictu %ill4-111 ''ei I lao htl lll cig (At lies Al r I'ors's Accls'aieoy, wtesrol ftbs
,%it' l0s1t'se e I asa 111111t lit fi itlo I its' 1'011e1g1-1'14101eaei I II IN l (oflfs ticisey ifto i of'en., oir
to flies41 Compit'ollue' 04411-1,1'M't~iie ii~Iie 1111et1 t111 11110 uejcssesil etg W111J4 IJI !le'eI, 10111, 0114-1it
AVlieaI I Ilie'y IV1eel'd is, Il sirsl. to gest wivlc II ltsy Willifeds.

Nowv thIey et t' I a'eiIn till(!s Ala' Foce offivserc t hesre', I'm, ovite( hit joles'ue
re'a Ilizoe Itheos'ees taig es's i-i'g I t'st I it esl!e teeeelee ''l. hasos'm ceicesi I Ifo'' 14Its thie S
tea a'l Ilael I ta i' caleaoiiaserfs ill II kesly loel peeeaaei cig sac I'lle "Iiejciasig of sit'lf fthe
1t1it.is01111l laei eeess lvii itle 10 *1'i0it114.

It Yout ltlilsome eesl. 1r4dot c ''seelo xJK'itit tF5' tecjil to sene t hemic to flc e sitlie
awnee m i's'or 601 thef-t''e rot' i toti lg wcii lowttIl secoiey for really to give aniy thought
filI.'?

I wlds poiunt, out. Iaul. outr ettteiotieitsenttoi thes wvorldl, whichj I think very
foisl lmel, Oil Iw I ni t ilCe's 11ife Vill ii evs'r elrlkss tlee firot. Ilosiiv sesarm thitt Jteeceoi,
bly ssje'ttl thile I rsoa l l stieIghltJy it)o fli t(,-lt steimeis, or oree pritufotycs, or
boy edropintg itaimls'ccll ug (:cc icso for' wcir infelllg'ats-e to plek tipl !ouild blO5ed umN white
%vit 110111, 1411s'ecdlcg 1c1a10) ictoeie'y I ltCHIMieaeMslV5'

'hi'il vesry rii posisbililty Nc e'xtreinssly slaags'roaeo to ceo, uiiloms we koep
s'oeiolti of 11u111111tttsu 1j iutui Haouncas eoitoay, of piroitseting it. If we go overbotirs
(!very tune'( Riasolc iflck(o cc ('ehl, or mnkes a little sheow, Ittasmil could wine with-
ouit of rikig i blow bly aeklig ium destroy otirselveic.

Iliustreative of flab wets "Maty JDny" it few years ago, when Ruiaf showed A
bIg bomabe'r. Immediately (our ripopleo sid tlhey hiad 12, with btiensresis more
,octiltag oft' tile linaes. Tte Biudlget Buireaeu was itecusses of letting iujr slefenme
s]owuc; Sperelary Wilson came before C*ongress for $450 mInllion extra for our
W1 52 bsomber, I believe It wags.

Now It Is agreed Russia never had them; andi our B-52 has gone the way of
the horse acnd buggy.

Perhaps I cain best cite to you these numerous examples of what goes on with
the military by quoting to you from a speech I made on the floor of the h1ouge,
January 23, 19)57, In connection with a Decfense Aplirsijarlatlon bill frojm ray corn-
mittee. This speech wvas off the cuff bait from the heart, and I quote:

"Mr. Chairman, I have served on this committee for a number of years. I
have listened to the testimony of witnesses from the various departments In our
Defense EstablIshtment. As some of you may recall, trying to learn as much as
I could I went to Russia lin 1950, spending my time with our own people from
acer 0y11, mbassy aced traveling over the country. I have made every effort to
make myself as well Informed as poss;ible, bait with all of that effort I am not
prepared] to say just how great the Russqian threat is. I simply do not know.
My speech here today is ciot to minimize In the least the dangers of Russ~ia and
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'Another IndLeatloit of the sie of thlls progralit Is tile number of persons engaged
it Its various aetivitl . In Jitle 1150, the Defeonse Deplltlelt IJt lne biad
1,400,00() military and 7M1,000 civillian personnel. By ,Juno 4951), this llgure was
2,600,0X)0 military sitd 1,078,100) civilla~i1, It total of nearly 8,6(4),000,. In addition,
nearly 4I0,000 people nre engagent In home activities whiell diretly support tile
lDof.nse department, llcuiting the I OA, Civil and 1 )efenmo Mobilization, Atomcl
MIMit , Conmlission, Selective Service 8ystOe and Natioml Aeronautics itmid

14kge Adnlinistration, 'The total number of people engaged dill ctly In the
derenmse program of the Federail (Jovernmlent represents over 2 percent of our
total population.

Nearly 67 recent of ethinlated expmnditures in 10)01 Im going directly to the
security effort. And this does not include the $5.5 billion for tile veterans pro-
grams or iny itrt of tile $9.0 billion of Interest on tiln national debt, both of
which are largely due to our national security program.

A IHSIIOUS ilFFEU'I-NILATION

Of course, (lie+ most serious immnedliate result, of a heavy expenditure In the
ilailme of defellse, such nS we now have, Is inllat0on.

lMtany siem to believe that we can expend 20 lprcent of our energies for
iationai defense and nlot onily have tile sa1lne amount left but actually have
inore-uiiike at iwolit, so to slpleak. It can't be done, bit lit order to lead peole
to believe it Is being done we have to a large extent supported our military
sAleildilg by Intlhtiol.

't'heorethaily, muich Inflation can but avoided by properly lnanclug Ihe costs
tlroulgh taxation and other rcvent'ill0-lrodutcing mnIs. Actlly, however, for
the last 10 or 15 years this Governlment 1h1as not raised anything like tile lllllollnt
4' money that It hias spent. Throughout tt he last war and lip until this date
It is t\4timated the Clovernment collected In taxes only about $1 of elch $2 It ires
spent. The other dollar was raised by Issuing bonds, which became tie basis
for printing more money. With till tite so-called prosperity which we feel we
have enJoyed for the past 8 or 10 years we have been Ipiyilug only ibott 50 per-
cent of our bills, having now a debt: of approxiately $2110 billion.

'lTe Government liats been doing what some indliviluals lilve tried to do. It
has found It. can pay debts by Isslilnig note. The (overnnmit liats learmled to
take thooe notes fro one 11 bal ol' buyer to another, and like the Indlividual tile
longer we conlillle tills sitIulIton tile worse off we become. At (lile time we
realized we could 11ot carry Oil this kind of tling Indef1initely; but now few
lxeoplC Rvi111 to wltt to stop1. Tlie greatest optilist of today Is someone who
foresees a balanced budget for 1 year.

This practice has resulted In till Inflationary situation which has become
incresligiy serious eaclh year, with tile result that our price levels have con-
tinmcd to clilib. Using 1947-49 as a base,, consuiirs' pI'ices have increased since
1939, as follows: Pcrooent

193.-------------------------------------------------------------- 59.4
1950 ------------------------------------------------------ 102.8
1950 (November) -------------------------------------------------- 125.6

We have a great numnbr of people in tills country who tire retired, disabled,
dependent oil insurance or fixed salary and who are helpless against Inflhtion.
Many are under Social Security. Others are dependent on ol-age pensions.
Reserves that have been built up to the credit of these programs on tile books of
tile N.-ition are fixed in terms of dollars as of the (lay they are paid in. But tile
dollar gets cheaper and cheaper, and thus the fund gets smaller and smaller in
comlparison with what you have to pay to provide real security.

When an individual can pay a dollar debt with a 75-cent dollar years later,
an.] a 50-cent dollar if he waits still longer, it can become habit forming. It can
wreck havoc once it gets to tile point where no one has any confidence In
the dollar.

I was in China during the war when that Government quit printing 10-dollar
bills because It cost more to print thiem than the 10-dollar bill would buy. At
that time it cost about $1.500 a day to hire a man to do a day's work. The person
hired with this $1.500. however, could hardly buy enough to eat. Needless to
say the Government of that country fell.

France followed thuis inflationary course and, frankly, could not have protected
Itself for a week without help. De Gaulle had to be recalled.
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Our people In the",illted tiles are already becoming dlistrbed about the
present and future value of our money. Our people are getting fearful of the
Anerlean dolhir. Look around you. Fi rll Income has been so low as to change
tho picture, but for yeiirs many lawyers, doctors and professional ituon bought
farms, and even jww keep the price of farmland far above Its earning ability.
Many Islncessmien haV gone out from lile cities and[ bought land, not because
the farai will bring a fair rate of return on the investment, but because they
want something irm, something they call pick up In their hands, something they
can see. It. has been the history of every country. When leading citizens of
othiel ° linions beealue fearful, passed ip productive livestinelt for a hedge
against Inflation, when a large percentitge started dodging the tax collector, It
inevlably result(dt i a crockulp of the economy of these nations. Can this
country be1 an except ?

HPFEOUT ON INDiIVIDUAI, INITIATIVE

Probably our greatest long-range danger Is II the effect such national policies
will have upon the Imtlativo and energy of our people, young and old. Why
should a person work und save if what lie has Is to be taken away by inflation.
It is uil)lhtlitt thai ltf1 mmm01 i anni ore people walnt the Government to take care
of everything. Instead of relying on himself the Individual Is tending to rely
more and uioro on a labor uipon, on the company that employes him, on a
farmer's cooperative, on a trade association or a professional society, and on his
government.

EFFF;r ON PIRIVAT, nIJBINFS s

When the Ooverniment builds a plant for soine companies, as it (lid a few
years ago, to that extent they are setting tp competition In that field, not only
In wartine but. thereafter. When you give special tax amortization to some
companies lit order to get lhen to Increase their production, you riot only favor
such companies but actually you may end up with a reduced production as
against that which you intended.

A few years ago I studied this problem in connection with the manufacture
of nitrogenous fertilizer. The products that go Into nitrogenous fertilizer are
pr(dels which III thne of war are greatly In demand to meet military needs.
They also are products which have other large uses ,,s chemicals, so frequently
the prices for tle chemicals in other chemical processes exceed their value as
fertilizer. 'Then such chemicals go into such uses. These facts, together with
the increased production need from agriculture during the war caused the
Government to determine that there should lie an increase In the amount of
nitrate fertilizer. The Government set as a goal an Increase, I believe, of
500,000 tons of nitrate products a year. The companies whichiad been In this
field were asked to subscribe to such increase; and the Increase was oversub-
scribed by more tian 100 percent.

'ax amortizatlon certificates were Issued to the first companies to sign up.
The Increased production was made or In the process of being made. But there
were more companies which wished to produce nitrate fertilizers, fully a hundred
Percent more than that whieh was permitted under the goal set. As a result
many companies were left out.

You may ask, "Why don't those companies go ahead and expand on their own?"
If they do, they have to compete with these other companies which have gotten
tax relief anml will be able to amortize their increased plant expansion within
5 years, whereas those who expand on their own without such tax amortization
will not I)e able to compete with them on an equal basis for 5 years.

It was admitted by the head of the Defense Production Administration that
through this means they not only had the authority to determine which crm-
panics got the tax amortization, but he readily could see that in their efforts
to get increased production, in effect, for a given period of time. it could be
that their actions which helped on a temporary basis, might actually serve to
reduce the supplies that might have otherwise been made available if bustnes.q
Itself had moved Into the field. Not only that, but the Government in this kind
of operation actually decides whether tihe manufacturers In a given field will
have competition.

In the case of aluminum the Government determined increased amounts were
needed. And the Government then, believing there should be competition in this
field, granted permits and tax amortization to new companies, thereby giving

~L
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(-litte to nie la( stid b1e certainly regretted to see me vote to cut foreign 1id,
hiveaise 18 Ili, 8ii1d, "I (i;n't know whether you ever noticed it but I have iiwyn
su1)ported the slitllai security program, largely because we wore selling thesiie
(olinnoditles t o the Imutuali (eairity countriess for that loney."
'i'Thus it i, Ia ,$ bIiillion foreign aid prograin obtained it votA. inI that iinbllnce

IellisO to some10 exteit collinloll1e8 front is area were being sold for the funds
which were being granted to the eountrien. It would ie much cheaper indfil far
11,,4 ihiliuthbllolry If we gaive IlWly tile !oJlllaoitll() JInsteld of giving theni tile
lliolley to lilly such (Ollllnoditt le.

I)ETL1'TION OV OUR NATURAL |MHOVIIaCEH

We had In this country Illout 150 years ago 8,0(H) million board feet of timber.
Today we hnve alout 1,((0 million bIoard feet.

One ilulire(i ad li Hvenly-ie years iigo we ha(! 8,0() million tons of Iron
ore. ''odlly It Is flown to 02 percent of what we originally had.

Only 175 years ago we iind In t.hil Nation 5(0 million acres of fertile soil.
We have wlas(ed 200 lllloln acreni of that land and there Is another 100 million
till I, 114 w ilIliig iiWVIly toudiy.

By 1975, according to the present rate of Increase in population, we will have
II IOplUlIIlt loll, not of 150 1111110ll but 19)0 nI1llllon.

Wihen you aliproiirlIte money for foreigli-ald programs the money ones
back here for tile purchase of commodities. 1ince we get tile noney, they get
the goods, We thus llve no good to offset the expenditlire4, and the resulting
Inflation is alpparelt. The money that we have let foreign countrlen" have Is a
part of tile national debt.

It is a iroblei as to how we are going to handle tilis great publ)lc delt, What
we have really done, however, is to deplete our supply of iron ore, our oil re-
serve, our timber, our noil fertility. About 65 percent of the basic raw maiterlills
that are usedilli Industry come 1'rom the form, anid the other 35 percent almost
without exception depletes our Iron ore and the other has. natural resources we
have in this country. Many people don't seem to worry about that fiet.

Tile president of the Standard Oil Co., il an article carried i tile Atlantie
Monthly and quoted by tile Iteader's Digest, said:

"We nnll nt Inistake to think of natural resourcees as so many stacks of raw
nlaiterlal piled upII in a storehouse. The fact seems to le that the first storehouse
In which nan found hlillself waq only one of a series. A le used Iu) what was

iled in that first rooll lie found lie would fashlioji a key to open at door to :i
larger rooi. And as lie used the conteits of this larger room lie (is'overed
there was inoflther room Ieyond, larger still.

"Tt is conceival)le tiiiit tile entire globe, earth, ocean and air, represents r'lw
niaterial for miiainkind to utilize with more and nore Ingeniuity and skill. The
stone age lasted several hlundred thousand years. The copper'end bronze age
400 hundred years. In noder ! times the age of iron has given way to the steel
fige. Steel was first made In commercial quantities 95 years ago * * *

Sounds nice doesn't it? But China exhausted her natural resources, and sie is
still wthout-so it is with India and nearly every wornout country we arq aid-
lit, today.

WHAT CAN W, DO?

What can we do? I don't know that there Is any easy answer. I rather
think we would make a mistake trying to cut back to 15, 20, or 30 years at-ro.
I believe tile best we can hope for and that which is best for its is to try to seek a
period of stability. In other words, don't try to turn back but try to level off,
and transfer our wasteful defense spending to developing our Nation at home,
where we get value for the dollar spent.

Let us hold defense spending to real defense. Let us realize that surplus to
defense needs spending could he better spent almost anywhere else.

I think the first step is a balanced budget. With a balanced budget we can
measure benefit against cost. Let us realize that all can't make a living and all
accumulate stocks, bonds and notes unless somebody else owes them. What we
are accumulating Is the Government's promises to pay. While we may hold our
fair share of money and bonds, our name is signed to the notes and bonds that
everyone else holds.

In the period of adjustment, let us have real soil conservation in the areat
watersheds of our Nation, and stop the thousands and thousands of little floods
which periodically give us something like the great Kansas-Missouri flood which

DEFECT!V,'I-.4e1NA, COPY



194 IMPACT OF DEFENSE PROCUREMENT

did $2 billion worth of damage. Let us spend our money for roads and schools
and hospitals and similar works.

That would be much better than pump priming under the name of defense.
Let us realize that security comes from within, and that credit on the books of
the Nation which owes $290 billions of dollars merely means we are dependent
upon the future earning powers of our own country.

DOMESTIC PUBLIC WORKS BILL

In the last session of Congress the President vetoed the public works appro-
priation bill because we could not afford, he said, the future costs of these
domestic public improvements in view of other governmental expenditures.

*Congress failed to override his veto. When I could get no one else to do so,
I offered the motion to send the bill back to the President with the new. starts
included.

After a bitter fight in the Appropriations Committee, my motion carried 19
to 17. It swept by the House and Senate. Then when the President vetoed the
bill the second time, we overrode his veto. This is the first time this ever
happened in history. I am proud of my part in that action. However, I am
even more happy that the overwhelming majority of. the Congress approved my
argument, which I repeat here:

"Mr. Chairman, as a member of the Committee on Appropriations, I offered
this motion to reduce each item 2% percent and to retain the 67 new projects,
after it became apparent that it would not be offered otherwise. I am not a
member of the Public Works Subcommittee. I have no projects in this bill,
present, past or future. I offered that motion because. I think, and I thought
then, that it is high time we took care of our own country.

"If the President and a majority of the Congress are going to have a foreign
aid program of billions of dollars annually; if we are going to raise travel allow-
ances for Federal employees, Federal pay; if we are going to increase benefits to
veterans, and provide more inflated dollars to almost everything, if we are going
to have all these other things, if we continue using appropriations to put money
in the hands of people and thereby increase the national debt, I think that we
owe it to our future and to our children to protect our own country, its soil and
its natural resources. The President's veto would have us do all these other
things at the expense of our own country.

"These facts are argument, not against domestic public works but for them.
May I say to you that the argument made as to how much we owe, and about the
deficit, and all of that, is the strongest argument for giving attention to our own
country that I can bring you. May I tell you that the strength of the dollars
that we have, the ability to pay debts that we owe, for whatever it is worth,
is dependent upon the country that stands behind it.

"While I could say many fine things about the chairman of my committee and
the ranking Republican member, and we can all second-guess the other fellow,
but if I were running the Appropriations Committee, in the capacity of either
one of them, the first bill on this floor each and every year would be public
works. It is not bacon, not pork, but I would protect the base from which all
these other things must be supported.

"Mr. Chairman, money spent improving the Nation, preventing floods that
cause damage of hundreds of millions of dollars, and preventing drought damage,
improving harbors, is sound. Yes, I would look out for my country first, recog-
nizing that it is the basis for everything. Then after we have looked after the
factory and the home, I would see what else we were able to do * * *."

I am glad I won out in that fight; I am glad the President's budget this year
yielded on this issue.

We must have a strong defense. To have a strong defense we must see we
get a dollar's value for a dollar spent. We must realize that for the defense to
be strong, the economy must be strong-and that means we must cut out waste,
cut out expenditures in the name of defense which provide no real defense, but
which provide built-in inflation. We must keep developing our country at home,
we must not let the Nation run down.

Gentlemen, I have stressed this phase of our problem as strongly as I know
how, realizing that with my hundred percent effort, I can't hope to obtain over
10 percent effectiveness.

Thank you for your invitation to-present this side of ,our problem.
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Mi'. WHITTFr. Mr. Chairman, I have served on the Appropriations
Committee about 17 years. During World War II, I was on the com-
mittee that handled naval appropriations. In the last 6 years I have
been on the appropriations for national defense. I was instrumental
in causing the House committee to set up a new Subcommittee on
Military Construction, my belief being that if we could hold down con-
struction to something that was essential and necessary that that was
a starting point to perhaps save lots of operating money.

I am glad to say that the first year we were able to cut about $500
million off on the House side, which I think helped the Defense Estab-
lishment rather than hurt it.

I do think it was a step in the right direction.

DEFENSE SPENDING USED FOR PUMP PRIMING

Mr. Chairman, it is my belief that we do not have too much defense,
I do not think you could have too much defense, but I am equally as
much convinced that about 50 percent of what we call defense ex-
pensing has no more relation to defense than anything.

It is a case of pump priming, di' ihubgig contracts, treating every
service equal to another s e.

We have spread esta tments all over the Unil'd#tates. There is
not a State that dg not have any of the actual mili ary establish-
ments and very f districts that do not' N

Not only tha but in practi. lly e ery s;tti n they are 1 volved in
manufacturin those thlin;g.whch ii turn ar used by thDefense
Establishme t. %

Now, let s think ( little bit abo t6o econo of the sit ation.
We must lye the defense-ne r fo~ ur cou tr but othe than
the defen benefits, the pro nb, do r s ent r those t ings
that are n cessary for defens ans that it is ot spe t for do esticgoods. -

it g ea that yo hay odo.e-i so o0 t e expend ture

of the m ey.
So defe sespendi g in it ery na -is $bttionary in that here

are no us ble good fo 8 bli st the enditure that
you make.

Do not in understand me. W~j-mmst hate suffic jet defe se, but
defense spen ng is the poorVsjossiblp pla to tfmp prim in that
you do not ge any goods or the pop latioffset you expendi-
tures.

Yet we have bee using defense in my opinion almos 0 percent in
that direction in the at 7 or 8 years. a obc

I would like to expr views in a nuts nd m go back
a little bit. - -

I demanded the investigation of military policies, con ia~ing, and
insisted that we quit investigating procurement policy, but investigate
procurement practices.

That finding, which you will find in our hearings of 1956, and I had
terrific fight to get them printed because the Defense Department

stamped secret on it and we had a terrible time.
After I finally got the Secretary of Defense to read it, Mr. Wilson,

he said it made him ma and sad to find that he was operating any
such department.
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That is a matter of record.
Now, in that investigation it develops that while on the face of it

we have many contracts awarded on a competitive basis, when you get
one particular company, give one particular company the develop-
ment contract for a new weapon in its very nature you are not giving
much chance for anybody else to compete in a bid.

When you draw your detailed description of what it is you want in
such a way as to fit one company and fit nobody else, you can advertise
until you are blue in the face ainl it will not do much to bring about
competition.

Now, let me say again that when these Defense witnesses kept saying
Russia hits this id' Russia has that and you ask them why and they
could not say, in 1956 1 went, to Russia. I had observe(1 a good friend
of mine in your body (et kind of dragged around because somebody
in the presssaid he haid been sold a bill otl:goodls.

So 1 tried to hedge. 1 told our folks I do not want to see a single t op
level Comnniunist. 1 want to be with our replresentatives the whole
time I am there. I want to go by automobile and train and I want to
stop where I want to, and I want one of our top Americans to go with
nite the whole time.

REPORT ON TRIP TO RUSSIA

When I came back I filed a rather detailed report.
May I say, hedging again, I had our top people who had spent years

in Russia working for our Government to go over it for accuracy so
that I could not get out on a limb and be sawed off.

When I got back with that report notwithstanding I had the best
men on our Appropriations Committee with me and our best men in
Russia with me, I could not clear that; I could not get a single inaga-
zinc, newspaper or somebody else to print it because it was bucking
tho public interest in continuing spending in my opinion.

Since then the situation has improved to some extent.
That my views may not be misuinderstood, may I say in my trip

over there the things that you could see, the trains and railroads, the
lack of them, the lack of highways and factories everything I saw
was completely opposite to what our folks had led me to believe and
I was on the Defense Appropriations Committee here and consider I
was supposed to be telling us the facts.

When I caine back I took pictures of things they said you could
not see. Some of our very top people in our Government said that
my report was invaluable and I had 120 pictures of things, many of
which they said you could not even see.

Now, by that statement, I do not mean to say I camie back believing
Russia is not strong, but let us look at that two ways:

If Russia is not as strong as the proponents of our present level of
defense spending say, if she is not that strong it is ridiculous to ruin
our economy withIi inflation.

On the other hand, if Russia is as strong as some of our people say
she is, we certainly cannot afford to spend ourselves bankrupt and
have a weak economy behind our frontline military.

I would just like to point out some things, they are not isolated,
but I have many other duties, as we all do, and I have to do the best
I can with this, but I would just like to cite to you some of the things
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that in my experience on this committee have happened which lead
me to believe that real defense needs have become a fairly minor part
of our decision.

EXPERIENCE ON TIE APPROPRIATIONS COMM lTIE

In my experience on this Appropriations Committee I have had
the defense say that they continue to manufacture planes that would
not fly so as not to have unemployment.

I have had before me on that committee a request. for $1.60,000 per
plane for the same kind of plane from the same contractor, a continua-
tion of a contract, if you please, where they had asked us for $160,000
more per plane.

I said, "Now I cannot go into the files on each of these cases, but
will you bring before me the files so that I can see if you attempted
to get that plane at the same price."

They stalled around and they finally said it was out at Wright
Field, they would have to send for it.

I spent another 10 days and they still did not bring it. I raised
the question and then they promised again.

They finally came up and said "Congressman, we are sorry to admit
it. We have not tried( to get that contract continued on its present
level. We just estimated it would cost $160,000 more per plane."

I said, "Mr. Secretary, do you not know if they see in your budget
you have listed this 1)1ane for $160,000 more per plane, that those
folks are sirmart enough to ask for it?"

This investigation of procurement practices, and I insisted ,ln the
practice part, is I have said the Defeense Department had stamped
secret on it.

Not, even letting the Appropriations Committee see it. If anybody
goes back to read it, it is a startling situation.

Last year, or 2 years ago, the budget approved $350,000 for a home
for the Chairman of the Joint Chiefs of Staff. Hindenburg, or the
Prussian generals, never had anything to equal it. It would dupli-
cate about everything you have in the Peitagoin.

Luckily, the Congress cut that out.
I am trying to show that we are getting where defense has very

little to do with many of these things.
Two years ago the Fairchild Co., for various political reasons, in

my opinion, with political help, let us put it, insisted that we buy $30
million worth of planes from Fairchild so as to keep the plant going.

We had the Air Force before our committee in a private meeting.
It developed that the planes that would be manufactured there would
have a British type engine and would have to be used in Europe
because of the repair situation.

The Air Force admitted that they had sufficient planes; that they
were using them, but they would be glad to have these new l)lanes:
they would have to find some place to put the planes they had; that
they could put them over in military foreign aid; that they felt sure
some country would be glad to have them.

Last year we were considering on our committee the abolishing of
the curtailment of the Bomarc missile on the basis it would be ob-
solete before it really got anywhere.

Mr. Chairman, the Boeing Aircraft people who manufacture that,
according to my information, took practically half the hotel space in
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Wasilillgtll. I do niot., may3 it. ill ('1itliill. I just, 8113' wo are,0 ill It,
situat ion th11t is hig hl da (lllgellls.

1 (1o Ilot., knIow wliy 13 )11t1111 IYWU YIN, Il 116 llNUiO is U)011fi IlIl'l.

booll diseoiitititued, but. 1 11111 14fly11g filit, 1)sl'P8M s iIll tIii'i'e waUs the
eiiSe of (.a11yi4ng on th onratm

I last. yoar *e 1ild before its I lle l)1oeillil'etlll of Ome Nlivoc llissi Ii
prior' to proVing 01111lth Allw Nh i'm isilo will mwi'. You Ilavo I-elL(
III the promes 1lll( ( oubtle'.i 3'ou iave had it lIefore Y'ourl Coiniriitte,
wvhom' 18 tol)-lovoI officl's w v(1111 titl ii ilil by the 'I A111t-01 Co. att, IL

Wo, had this 111) ill 0111' v('01 1 t 11 wct'c or' tWo ago.
The (inim 'MAN Il is is(t ho t rip to BIalal

Now, thudal wis at,.h tile nso'18 of thol (!(0111 m1113 NVIlic -It Wits hlero at-
tolliptiflg to obtal 111 prCI eillellt, coiitiiiet ot till 1111pr)o(vofl IlliHmilo.

Now? 111 111y inest oll tg ]list. woek, theo 1epari'(nut said. they had
1 lOllihitin 1011gal~in118. Il(I 1111iVl I fit.ticis uiccepjiiig 1iuiY Stich t'li g,
1ht, lip iix Ill ll y, I Itey I IttVe, It()t 11ilig Io j i'Vet it I ho Cop t.Tj ee olks w ho(
doeoleo oil prlogI'nillis wVI1lill ' lii 'Xj Wpld i ig ofI thle ii wiley, tia' to

.N(TONi' ig to t hu, )l'($5111 tI Ilie lilt oltI 1 lhw(Iltim SoerVvc, they IIt-
Ivl eut to ii I 0 i'hit l'~ is ott* as 1111 l'Njpe11s4. of get t ilg co('OiI'llet s.

It Ot.ht ill itself does nlot itidietite 111111. tis 1,11 %%- its (lowil th re'i(
1 ~lilot, t(r.,illg to S111111.' I lWes othicers 215 Suh, billt if MIN ,-ft iii e

to lll'go it,.O ots 1 till expoi'lso of got t inig eolt1(t ,it addi s it ile th&~Iit, (of
thought, tht IN11$ MU l l'ti1l. gotltinig t ll1 il ownm there wotuuld help )1 i lOl.

Akgall Nwe livedi big bIuSiIIo.ss* ill the I)'fellso I epi l lleilt. It. is it
hig thing. WO have to have folks with big expoelee, bitt, weo know
that ,we ha1ve, folks out of the, bi bul o tiCoing into Che lDefenso

'holi it, dev'elops inl tlie testiiony thilsyerfoliig01'Ii1t
bumt year', there 1are I8 pa~iges of ex-tliihlliy peoleO wikiiig 011 thloso
eontf i'ait.

The Cu~miiM~. tat is thie ranks of Army' colonel or Navy capta1inl?
Mir. Win-irrEN. Or' above.
Wo have military iiing to at Col i de I'1le degree the other end

of it.
As I expressed ill my prepared sttteleilt,s it is hardly to tell what. is

what. and who is w~ho.
Now, p roceeding a. little fur'ther', atth Cfliilet, Wo e i ii t bhig con-

trov'ers' in the press about, whether' we have the 13,5i8 or' whether we
ha-ve th B1-7O. The 11-58 is manufactured by Conv'air.

The B1-70 is b- Nor'th Amer'ican.
I am making no, charge. But ats mixed up as these things tire$ yOU

begin to wonder whether' it is more influence that one company has
against. another coiipaiiy.

Now),we have gotten ourselves tied to them and I am in the fortunate
situation, I do not have, anly defense establishments in my district.
It is not a sour grapes because they have not contemplated putting any
in there, and I have, not asked them to put any in there, but it does
make it, a little easier for me to see it objectively.

I h ave seen the Air Force approve putting an airfield in the worst
of four locations, it costs more, and less flying time.
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A long this I in we liive reic,(,d I his poitit Io where liy good friend,
tho (caiman of the Arned S(e5 Coi, ittfee, of the I loiise, 2 yearsagto oil lle piblic,• w )r-ks lpprolprilit'i o s bill. 11ilifiar -y, 11111011 l t~o
Slie ( oiigress 1ha1, ll.lere is soil-tthing ill this bill for everybody.

Yo u know wliei you looked at it,. li 1(1 hel(m listed by States so that
0WIevybody wNOilhl liiw 11I had 1ll r liP Cirefill about this vote.

Lishit io tlls, Mr. (.fhairiiali: l,11s, week the Secreftary of th Navy
teslitied before our collifiitee t]hat i',slouisible naWO budget otlCe rs
throu/glsot tlio Navy had estiiit((,I they needed $19 billion for the
Navy ,l1lis yea r.
T hat wo% uld relpj) l h a l) Jipercentil iC're'ase.
Now, tll biiIgeltitig )1o('1s 1,11d tile top echelon cut it back to about

.his ye.ars. level, 11bo)o '2 lill il.lt ii l€ ,I (,ins I "-e ~cg:, n ,H lgss had raised thein111t1 Ill I& of ti s If d ie hitiogel. and1( the ( o0uie5hdrielte
(1) peI('('it1, 1id did (It(, saite iilig for foreign, aid w1,d Air Force and
Aliny, t hire wil lol (t, e i (line to itimi the rest of th( country.

Now, ili tlint saine, lir'esenalt ioin they said, now we, need it11 we can
get l beis( lirices 11re going ill) 7 percent it year and have bon for a
n u til )( . r o f' Ye a r's.
Well) )rices, goil)g Il) 7 )erC-111t Illeflis 7 peorcenit inflation. It is in

log ntiull, I' guess it would I)e, lu, it, t ak(s fellow with just it little
aril liiieti, 1( nowledge to l(now that if your inflation hits you at the rate
of 7 lieiCint. it year ili about 20 or 25 years your money will not be
worth aiiythiiig.

'Tlue (Iii, miAN. 1do unot kmow about te specific items to which
tlese officers were referring, but the truth of the matter is that the
wholesale price level is 1ow only approximately 20 percent higher
thian it, was in the period 1947 to 1949.

Th '1u g eral w.loliHal price in(lex ]as been coniparatively steady in
the lst ,2 years so that tmhe asserted inflation, so far as the general price
level is concerned, has not. occurred.

Now, it is true that there has been it great increase in the price of
ninnufacLred goods an(l (lecrease ill tie price of farm proIilcts.

But tie evidence that we have l)een develoling these last few months
is that the increase il prices has been greatly exaggerated.

Mr. Wn-irii. Well, bethat as it may, that was his testimony and,
of course, he was discussing the expenditures by the Defense )epart-
ment, and behind that may be lax contracting, failure to get competi-
tive bids, pay ing too muchi on cost plus.

May I go back to this Martin Co. situation where they had these 18
officers. In that, case for one reason or another, Congres went along
with making a procurement contract, we went along with it, against
my vote, may I say, but in connection with my statement earlier that
according to the press the Internal Revenue Service refused to allow
this as a part of tie cost of obtaining the contract. The Secretary
agreed that unless this particular expenditure was identified that it
could easily be under their contracting procedures counted as part of
the cost which in turn would lead to a larger profit to this company.

May I say I have pretty much written you a book already and I
could write another book on each page.

I realize that there are a lot of other factors, such as you mention,
about the overall price increase and inflation and things of that sort,
but, of course, I happen to handle agricultural appropriations on the
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House side and I think tifat the biggest reason you do not have inffs-
ion is that every time other things go up$ certain folks say, "Well,

just; take the price out of the raw materials."
So 1 thinly the inflation situation would have been much greater if

we had not passed it, bac(k in the price of the income to tho ianufac-
turers of the raw materials.

'[he CHAI1trMAN. WO aske1 d the Library of Congres to lrepare t-he
table on tho proportion which military primo contract, sales formed of
total company sales. I will ask consent that, it be inserted in the,ipelndix.-will say ithat the case of tho Martin Co., the $400 million which

they had awarded to them1 in fiscal 19581 formed 91).2 percent, of their
total l)usiiessq. So that this is a firm which is lost exclusively a
military supply 111ihm.

Mr. W'rrI's. 'his question has always worried mec1 Mr. Chairman.
I used to 1m a fairly good student of hiso'y and within tile t line that
I have I still have an interest in it, iut, if I inlderst andl my history cor-
rectly, in Japan miand in Germany, this involvement of defeiiso spnld-
ing with thie domestic economy certainly was a contributing factor.
There we had leaders who wor for aggression.

Fortunately, wo (1o not have it horo. But, getting your economy tied
lp to defense spending where everybody is afraid to cut a defense con-
tract. because of temporary uneml)loymeit there, when wo reach that,
kind of placo it, becomes more anl ml'o serious. I think it was a rOal
factor in those cases.

Hlreo is a quest ion-you know I am more trained at asking questions
than answering them, but there is one I would like to submit to the
coninmittee here, not to press you for an answer: We had an investiga-
tion last year on the number of planes that were stationed at various
Air Forcoe bases for the pOrsonal convenience of the officers. That
Means that they did use thon on business.

The report slows that they used them for a, whole lot of other things.
About. 75 percent. of the trips are listed under the namo of proflhienc y
flying. T hat is ia kind of Mother Hubbard expression. But the pag
in our report by our investigators on behal if of the Congress is stamped
secret on the page that lists how many, and where.

So 1 guess I was having a little fuii out of this, but I am going to
thko the chance and release something I do not have approval t'o
because lio did not. give tin any answer on it so I think I am lprivy to it.

In that report, it shows that we have 27 airplanes at, the, Air' Force
Academy in Colorado for the convenience of the l)rofessors. Under-
stand, dtey do not teach flying there. Flying is taught at flying
schools.

I asked General White: "General, when you tell tho American Con-
gress that it would ruin us if Russia learned that we had 27 planes out
there for the convenience of the air instructors out at the Air Force
Academy, I am sure you honestly believe it would ruin us, but will you
explain t.o me why it would ruin us with Russia if they did know it"

I will say this for General White: He did not attempt to justify
that, but it, is illustrative of how hard it is to got those facts out.

Now, behind all of this thing of getting defense where it is just about
.half of what we are doing is tins: Most all the military people I
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know, all the leaders have agreed that our present cold war with Rus.
sia could last, for 20 or 25 years.

If that be true, we cannot afford to handle this thing like a 100-yard
dsh1.

I f Russia does not have it, it is ridiculous for us to upset our economy
to the extent that we are.

If Russia does have it, is is dangerous to weaken our economy to tie
point int, we cannot have a strong economy behind our military for
the nex t 20 or 25 years.

I)I'NSI, MUST IE iIACIEI) IUP WITI A STRONG ECONOMY

In other words, it, is my belief that defense conmists of your frontline
military and your strong economy behind it and it, is along that line
that I would like to poi1 tout.

Mr. Chairman, I strongly believe in that fact. Last yer when the
President vetoed the l)ub lic works appropriation hill mnd we were un-
able to override it in the Congress and ho did it after recommending
money for foreign aid in the billions, we had raised everything in spite,
as I recall it, the statement was made that we could not, afford these
new starts on public works to protect our own country. Nobody else
woul do it.

I got li) in tlhe Appropriations Committee and offered the notion
to send it, back after cutting 21/2 percent out, so as to bring it in line.
We had a raliher bit tr eight, it ihere. I won out, 19 to 17. it. went
back. It. is the first time in history that the Congress succo(hed in
doing it.

Mr. Chairman, I am more proud of the fact that the Congress went
along with my argument and I hope this year the President's budget.
recognizes it, too. I would like to read t; you if I may:

Mr. Chairman, as a member of the Coinmttee on Appropriations, I offered
this iotlon to reduce each item 21/ percent anld to retain the 7 i new projects,
after it iecane apparent that it would not be offered otherwise. I ani not a

enmher of tile Publile Works Sulcommittee. I have no projects in this bill,
prevent, past, or future. I offered that motion because I think, and I thought
then, that It Is high time we took care of our own country.

If the Prosident and a majority of tile Congress are going to have a foreign
aid program of million of dollars annually; If we are going to raise travel al-
lowances for Federal employees, Federal pay; if we are going to Increase beltl-
fits to veterans, and provide more Inflated dollars to almost everything, if we
going to have all these other things, If we continue using appropriations to put
loney In the hIiinds of people find thereby Increase tile national debt, I think

that we owe It to our future and to our children to protect our own country, its
soil, and its natural resources.

The President's veto would have is do all theso other things at the expense
of our own country. These facts are argument, not against domestic public
works, but for them.

May I say to you tlint the argunlent made as to )how lmuch we owe, and about
the defh'it find all of that. is the strongest argumtent for giving attention to our
own country that I call bring you.

May T tell you that, tle strength of the dollars thot we have, the ability to play
debts that we owe, for whllatever It Is worth, Is dependent upon the country tit
stlilds Iblhind It.

,While I could say many fine things about the chairman of tny committee and tihe
ranking Republi(an nenber, and we eo1 all second-gutess the other follow, but
If I were running the Appropriations Connittee, in the capacity of either o11
or the other, the first bill on this floor each and every year would be public works.

It Is not bacon, not pork, but I would protect the baso from which all these
other things must be supported.
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Mr. Chairman, money spent improving the Nation, preventing floods, that
cause damage of hundreds of millions of dollars-and preventing drought dam-
age, improving harbors, is sound. Yes, I would look out for my country first,
recogiilzing that it Is tie basis for everything. Then after we, have looke( aifter
the factory an1d the )ionie, I would see what else we were able to do. * * *

Mr. Cliairman, the point I make here is that. there are hundreds and
hiunidr-eds of illustrations ill tlo hearings which show that, defense to-
day is about. 50 percent pump priming to keep everybody happy
through the next, election, keeping something spent, in everybody's
district.

We are oil that, treadmill. I think it, is extremely dlangelrolus be-
caulso it strong Nation to back ip a, military is just, as essential as a
military out ill font. with 11o reserve behind it.

I do not itiai thiis will crack ill) in a year or two years. I inean
if this cold war is a 20-year deal, wo cnlnlot let, the present Conditions
continue at, the rate we are doing.

1 have ai little statement, in here that; I rather think is represent active.
I say this:

Because so many factors, vested interests, puml priming, and other con-
siderations have crept into the 1ield of defense speIdimng, it is 11t to imlmipssible
to get anyone to look at the matter objectively.

-A few years ago a relat ively unknown U.S. Senator became Vice President, then
President, largely by virtue of investigations of military waste.

Today, however, we find that defense is largely measure by the level of
spending. The Rockefeller report, the Gaither report, and practically all others
stress: "We must increase the level of spending."

Today we don't find any of those mentioned for the Presidency in either party
stressing the wasteful defense spending, but, rather, the higher level of defense
spending which lie will either bring about or continue.

All, in their public expressions, seem to Ignore or, In my opinion, at least, fall
to stress that a solvent, strong, Inflation free national economy behind our front-
line military is an equal or perhaps an even greater part of omr overall defense
strength than the frontline military.

It Is not that these men are not able, strong, and possessed of Integrity. Rather
it is because they are experts In Judging public opinion. No longer is it politically
popular to scale down, even if we don't need the particular production, If thereby
we affect adversely Immediate employment In a particular area, or stir ilp a
particular military service, or stir up a large segment of the financial giants in
the Nation.

What frightens me Is that I believe these potential candidates have Judged
public opinion correctly, and therein lies our greatest danger.

When the American people are more Interested in turning the wheels, leading
more and more to paper money, with less and -less attention to maintaining a
strong economy to support our military, I believe It Is high time to stop, look,
listen, and act.

At the same time, I have confidence In the American people; and I firmly be-
lieve that If even one of those mentioned for the Presidency set out to show the
American people the wasteful ways In which their money Is being spent, if lie
got the facts over to the American people, I believe the people are somnd enough
to make that man President. I know such a man would render a great service to
the future security of our Nation, whether he won or lost.

May I repeat, if Russia's threat is not nearly as great as some folks
seem ito believe, if it is not, certainly it is unwise to spend all these
billions for which we get no defense.

By the same token, if the Russian threat is anything like as serious
and will be for 20 years, it is dangerous to exhaust ourselves as though
this was a 100-yard dash.

Mr. Chairman in coming over here and making this statement, I
close here by saying I realize I have made about a 100-percent effort,
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I feel free to do it because there are precious few speaking out on my
side and I know if I make the 100-percent ef[ot we will be lucky if
we get 10-percent effectiveness.

I shall be glad to answer any questions you may have.
May I say again, Mr. Chairman, the prepared statement tends to

touch on many things and on eit her one you could show related factors
and other things, but in the interest of not making it too voluminous
I tried to make it so that you might see the point Ihave in mind.

Ropresentative PATMAN. I would like to say, Mr. Chairman, that
Mr. Whitten has made a very fine statement. 1 shall look forward to
reading his entire statement in the record.

The CIAIRMAN. We are very fortunate in having two of your
friends and colleagues from the House this morning.

Congressman Curtis?
Representative CUtrs. I first want to say how pleased I was to

know that Congressman Whitten was going to testify before our
committee and to welcome him here.

I ilso want to say this for the record, that over a period of years
I have been pleased to listen to Congressman Whitten on this subject
on which he is so knowledgeable and to appreciate the work that he
has been doing in detail in the Appropriations Committee.

I am sorry was not here to hear the whole statement, but I know
it is of real 'v alue to us. I am going to read it, carefully.

One question that I would like to address to Congressman Whitten,
because of his lknowledge, as we all gain some know edge of committee
procedures and setups in Congress here is the Joint economic Coln-
mittee undertaking some studies in this aspect of defense procure-
ment, the reason being that defense procurement is now very
apparent, is so large that it has a great impact on the overall economy
as well as on many of its important segments.

Yesterday we learned the disposal of military surplus and equip-
ment is so great it itself is having a noticeable impact on our economy.

One point that you made while I came in the room bears directly
on this theme. Some people argue that we should just spend more in
the military area.

Indeed, the Joint Economic Committee has listened to witnesses
who argue that the Federal spending needs to always e at a certain
level, and that if we were not spending for the military, then we
ought to be figuring out how to spend somewhere else. they argue
Federal spending is neces4sary to stimulate and help the economy.

I happen to be in comlpleto disagreement with that particular school
of thonuzht.

Mr. Wlulr,,. I recognize that, may I say to my colleague, and I
appreciate very much his nice statements referring to my work on
the House side.

I am like many, I do not subscribe to tflat. I realize this that in

any economy ithat you have built up certainly to the levels that ours
has now, that Government spending, since we have been leaning on it
as long as we have, must be dealt wAth carefully in a period of adjust-
ment. We may be more dependent on the Government than we should
have been. Having gotten ourselves in this predicament, but the

folks you have reference to, and I kmow that there are many who do,
5168--14
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you do not have to differ with them about the i n.essity of Government
if you follow this.

if Government spending be essential as they say it is, and I do not
agree with that except perhaps for an adjustment period. If you
agree that it takes government spending t) keep the horse going, you
cannot find any other place where you do not get some goods for your
money except in defense, in defense except for the benefits-now, we
need defense for safety-but other than the safety factor which does
not enter into the economics, except for the resulting benefits of re-
search, you might as well, so far as your economy is concerned open
the window and throw the money out of the 'window on the theory
that whoever picked it up would spend it, and so forth.

So this is the poorest place in my opinion for needless expenditure.
I do not want to be misunderstood that I am not for defense. I am

thinking that perhaps 50 percent of what we are getting is for real
defense, the other 50 percent is for pump priming or other things.

I think in the ong run it is extremely dangerous. Someplace in
this report I make this statement. I think I am more afraid than
anybody of Russia.

I think Russia is making enough progress that we had not better be
exhausted 20 years from now.

PROFIT WITHOUT RISKING CAPITAL

The other point that I have directly had in my mind and it is
separate from this, I believe in private enterprise, but is it private
enterprise wlhen the Government sets up a tremendous company, builds
its phuits for it, furnishes them money to operate on, where they have
no risk whatsoever, and then adds tremendous profits? Is that pro-
tecting private enterprise, or is it giving somebody a cut in on defense
spending?

That is what we are doing at least substantially in many areas.
We are setting a man up in business, we give him advances, put in

his plant, put his equipment in, give him money for his payroll.
When he is through we give him his profit.
Representative CURTIS. There are a lot of things in the manner in

which we do spend. In my judgment it com( to this situation, that
we do know that even if w;e get this military spending into the level
we think is proper from the standpoint (f efficiency and defense,
we know it is still going to be tremendous and it is going to continue
to have a great impact on our economy.

Therefore, it becomes more important than ever to be sure that the
procurement techniques used, and the gentleman has addressed him-
self to one, be good technique and not be in process of just enriching a
certa in group of people.

Mr. WiarrTFN. There are just so many angles in this overall
situation.

As I sayt I am more fortunate than some because there are no mili-
tary establisbments in my district, but we have this military spending
so built in that it is within the power of those making decisions to
make or break a company, to make or break a region, or to make or
break any man who happens to represent them here, if they close down
a plant or cancel a contract.
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I know several friends of mine who were rendering good service,
that this kind of thing has contributed greatly to the change.

I am trying to say that their influence in a particular area through
contracts, or closing establishments, goes to the extent that the people
are looking to somebody who can keep the plant open and keep it
going.

Representative CURTIS. It is obvious the size of it ,; important in
our legislation today. For example, there is provision to try to let
contracts, to give priority to what are called depressed areas.

JURISDIOTION OF TIIE JOINT EOA)NO3IO COMM TIVE1

But to come back to the base question I am leading up to here, I
have tried to think this thing out in my own mind.

Both the Armed Services Committees are doing their jobs, but their
job is concerned with the objective of military spending and only
incidentally with the methods. They do not have the job of viewing
that spending in relation to the impact on our economy. The Appro-
priations Committees are concerned with efficiency of 'qiending in rela,-
tion to the institutional setup we have at a specific time. The
Government Operations Committees though concerned with methods
and efficiency are not charged with relating military spending to the
impact it has on our economy.

Thlen I begin to think, what committee in the CJongress do we have
that would have this broad approach. I could come to only one con-
clusion, Mr. Chairman, that this Joint Economic Committee probably
is the only place where Congress can take this broad look.

I would like the gentleman's views as to whether this committee, in
his judgment, is wise in undertaking this and whether we are duplicat-
ing the work of another committee, whether or not we might well do
this permanently.

Mr. WnrrN. I think that this approach is very badly needed and
my view comes from years and years of service in this field.

The views I pointed out here, I do not want to lead anybody to
believe that the majority on my committee stress this side. In fact,
I get mighty little help sometimes in pointing up this particular
facet or side of the situation.

If I had not crossed this bridge earlier, I would not feel at liberty
to say it here, but I used it on the floor of the House, I felt to strongly
about it.

But 2 years ago the Appropriations Committee and the subcom-
mittee, of which I am a member, reported and passed through the
Congress more money than the Budget Bureau was going to permit
them to spend. They came to the other body and they added a billion
dollars anyway.

So the l1ou-se bill-thatt was their right you understand--carried
more money, itself than the authorities had agreed would be spent.

We went to conference. The whole billion dollars in controversy
wias over and above what the Defense Department, the executive and
budget department, had served notice they were oing to spend.

;Notwithstanding that, we had to add $600 million to get agreement.
Then they decided in this conference as to who was going to get the

additional money in a further backlog of contracts. I suggest they

205



IMPACT OF DEFENSE PROCUREMENT

might as well flip it coin, if we are going to rn the Goverunient's
business in that fashion, and see who is lucky instead of who idght
have the key Illan oil this committee.

Now, tht happened. We have not gotten to whore this kind of
thing goes on and on and oji. I coull cite a. hundred illustrations if
1 had tie.

representative CURTIS. One of the advantages of the Joint Eco-
nomic Conmiitthee is that this is not it legislative conlmittee. In other
words, we have 110 specific legislation to consider.

But the function that. we have served, and I think well is to try
to bring thee economie, factors out into the open objectively for the
beneft of the legislative comm ittees.

I believe, for example, if some of the data we might be able to
develop) were available to your' Alpropriations Committee-

Mr. YVJirrI'EN. 'We start hearing defense alniost the first (lay we
come here and have at times conlimmed until the close.

In my opinion we need all the help we call get. I would like to
see you get the informant ion amd make it lubli.

It is the fff'ectiveness with which you used it rather than just, sup-
plying it to us.

Supplying it, to us makes us a little more aware of it., but. T think
an overall committee ought to ho prepared to go to the floor and
lake issue to pull things back.

This is a difficult situation. In my prepared statement, I point out
that in our Committee on Military Construction we have a. t.irvndous
map. Congressnmn Sheppard of California t fine meml)er, lis a pin
in that mail representing each military establishment in the United
States. On some areas you have to put the pins out in the ocean.
'here is not enough room'on the map of the State.

You can look at some of our key people in the key l)lacms in the
Congress and go see how many military establishments are in their
district,

I do not sy that. critically; I just say that it does not. lend itselfto an objective determination of these matters, which in turn leads

me to seek your help to kind of hold this lid on by pointing out to the
country what is happening.

I an more afraid of Russia and those folks who think we have to
spend now to keep the wheels going, and forget tomorrow.

We cannot afford it.
Reprelntative CURTIS. Thank you.
The CHAIRMAN. Senator Sparkman.
Senator SPAIRKMAN. I want to go back to this $600 million in the

conference that you referred to.
Mr. Wtrmrme. It went to the aircraft companies and the shipyards

in a further backlog of orders. That is an actual fact.
Senator SPARK-MAN. Was that the question that grew out of a direc-

tion from the House committee that a certain weapon system should
be. pushed ahead of another one, whereas the Senate committee had
recommended just the opposite?

Mr. Wmrm . No; it is where the President through the Budget
Bureau announced that whatever we might appropriate, that under
the present, circumstances, the defense spending for a particular year
was not going to exceed so much.
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fy good friends on your side w1d most of them on my side, felt that
ll exec1i'tive departt ieiit. w hs 11111king a mistake. I (id Iot so think,
Itl a majority botl sie s('s did.

So ivollved, wNV II (oultroVwrsy between tihe legislative body find tme
exectitive, del)atmrlhleIt, tley did (lnot want. to cotije down, our friends
largely ol our' side, of the aisle frankly did not want. to H.llh the ap-
p))I)1'ai~tion back to that love, but, let tihe executive department have
to 81l1)l)ort, 104 owNl tlinmkini g.

At, my rate, ihe whole million dollars was over itl(i above thme an-
1loe11W0111011tt l, d t, liI(I 111100 11s tO what Would h) spbeOt..

A after agreeiuig on the igre, of lhe $600 urillioui, they, agreed on who
was to get the unlouey, ]lot ill spmln-ii ug t1i is year, bt, in' a Yrtlher back-
log of orders.

It, wentu to Ole sli hlildl ig ,oulpaies atd the aircraft, not for im-
Iiedialt o spe8jnilg, bit. 118 it fu 1 1iiei' 4 )ll'klog of orders.

I think tlihat, is it whlle of a wily to 11111 a railroad, hut I am in the
iliinority lots of Hiles.

The CIIAlTIMAN. We Walt to tlanik you, ConIgressmuan. You have a
lot of experiee oil this sul)jvet. 1 wuanlt to ask two questions ill
conc ltision.

We till ag ree that the l)er('entage of negotiated contracts is excessive
and in the hls, 2 or 3 years it, lis been increasing.

Do you see tiny way that tile legislative branch of government can
compel the I)efense )epartneimt to reduce the percentage of negotiated
('ontac.ts and to increase the percentage of competitive, advertised
corltract s?

WHAT TO DO ABOUT NMFO'rIA'rEI) CONTRACTSS

Mr. WyirrEN. There are things that the Defense Department calls
competitive contracts which if you study through them are not that at
all.

How you can compel anything that is that big and has that many
ties all over the country is pretty difficult.

In an effort, to try to reach it, in my opinion, if you made them have
proper planning first, if you had definitivee specifications of what it
is you want and made them have it in sufficient time, that is one thing.

Then, on these research and development approaches where tile
Government puts up everything, if that were the Government instead
of some particular contractor, you would, I think, save lots and lots of
money.

Now, it is the most difficult thing in the world, even with the help
of toppeople in the Defense Department, trying their best, it gets so
big and so broad it is practically impossible to get your hands on it.

I do not want my statement this morning to be taken to indicate that
we do not have worlds and worlds of fine people in the service, but it
is not their job as they say to consider the economic effects of these
decisions.

First, proper planning and the requirement that they have it spelled
out would contribute in the direction. But how to fore: them to do it.

May I say I have spent about 6 years trying since going back on the
Defense Subcommittee and during the war on Navy appropriations.

May I take up a minute of your time just, to show you how tough
this problem is?
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lit W'iori'l War I thCli Nimvy i-e'quested Iiit,%ill lit. of liloitoy foi' 11(1%

t11,11tIs. At tile Iii tiell hiti I I 0 111o ' tmt'kw hw~%itli it l0ol t fi-oti 0i it 1 '1hi',
11)leA,1v 11111 hdIlot. 11Ihii lt Ioid 1111v ~'I 14
0 oltill Al4,6tit 0-01. it.P'attit'vI il ltsoii, IW i Haiii "'IITh holl Wo

Tilto Anittty Hmitt as' lonlg its 1111 ftVhvt (1'0111'ta(01- it~li W i11i4 VIII1 11o1,

WAn 1t mIIt~iot, ftmi' 30 iat ym. Wt t'lldt'd up1 tOw tiI'Ht ,yt'i ' Willi I 69
faoi I it iq\.8 Itiist'iod

l'The A~ssist i u $otl't't11. i t,01 W iil. -i ll Ttt loxils, I'ii ll a I ly, til it I I lint
lit% 'l iytv s 11t. iit. a0 t't I liev titolHt oo itlt, Niat t it 'll lit. 1111 li1t Ilk

A 111 V ti I o v g o il I I to t4l oi 1h1 (i') IW 111 (1t g ) 11)j 1 Iii \tI oI I it 1 .1 its I o 111 it I
oult whallt ui ust hey111( liilit'awt t hely t1 itt nt, ha1i'to a iiy w~ltll iii Itii'iiiit

Nowv,%t6-4 tael ttf liiit-ti tip tills 11t10 i o lopn11illi ill MY3 OPiiii0ii
is a nut 1jot' prohht'tti. 1 outit 3 a1t01n1I 1v, \\-o li1i1\'o Alou r seti'v 0, \\.t% di 4i't
hatve itlteg'att't Stl'ltt' i'liiVti Ait, Ah it'lniit', ill Nii vy iii
111 he lollt tt ill, 1111d tit tof t 1111, is nitlotit'i' Sit titit on %\,lii I Iil it't'i

1 01111ihe thatthy gtt A ir Volv'to to 1'ina flyv 8011 tjoioit. llj1
tiett PThlev Iwo. it a veal. 1w two 111td t heyv qulit..

wouldt n 01Mtot. follow t hrotn&Xii oil it . 'It. hals t'l at ii hi'it l 5l I siti
pose to1 ha ve eolipt't it ivo 81pirit 6~'t \teoui set'viu'8, lilttis, ita I eicidluIy

I he .1ojut Chliefs of St alyif at hhaopodths 'uri'for 4 h Nitvy.
Iam nl ot pro -ai Ivra ftI -ell rt'ur ol' itnlt i -a h't'cra ft -en I'ih' I do 110 (11tow .

11111 it Was iteft t hat. (itwtal Wh~lite tili ot. Ihin ll u' Ow i'iii w~as
ally tgot'*d, I asketi hin. "Dot youi teani Oth ItoNv idspmthd
1101e bet oi I hal oil Nav t'iitlr1rilt el

lIt, said, -No, I ttol't mlean4 te Xav couldd.,
I -aidi. "%you liloti thle lWfelnse DPl)pillteut ?
Ilet ad "It thle Navy is going to get. itI 1 eiieot, saly th11t. 4te clti'-ii

is not the wvay to useo it,".
Thaindctstecnpti iat tonbetweti,(the services, though

Gener101al White Sa id otherwise.
I hav-e exhaus-ted about, evt'rv iienuis I know how to do butt. iiiuto

theml have it spelled Out. hefoirehixnt instead of let tig them init lato
til, ad panas th',g aogwich lead',, to iiegotilitioll.

'f liat is one step tha~t I think would niop.
The CHAIRMAN. The second question is this: Is there tiny waty to

prevwnt an excessive volume of purchases to begin -with and then
prmaturex scr-apping of material which is still in good condition and
third, simultaneous purchase of substantially similar equipment a
supplies- at the same time that other supplies are being scrapped?

SHOULD COORDINATE THE SUPPIX ACTIVITIES OF TIIE 1'"OIR SERVICES

Mr nrz.Wlif you could get even coordination or if we
could consolidate the four servces in the field of procurement in cer-
tain are&%, it would help do that, but behind it again is this effort at
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.'IIIlIII) I11111111)g W1101-0 1,1141,80 V1YIIII(15114 eE111 jIMul10i4 frI y IT hg to, 1444 I fIui p
I I0(i I ill i t i III Ihi~i HOf4II1l roiit-I.Iw'll.e pitu e 1
U.1iW'e" YIl iilig WE' I PoH Mloe~I vi fI POls hE'll ' hT t10~ A0116 EIEi,1i ug '

d r I It 'EIII Itl e I ' AU A .I I ii ye j 141. Eli'r 1111-1 of IIEhi i, NJ '. (hudii 11111

IM SPi~iIHT1l (if) ilt, 1141 I hl Iiiri y~tPI EII 11113' IIIE~ll il hl'10 E1, do~ I hE', CJost-

All '. II I'I-lISN. Not, fo lily, ilt %ieIIhgem.
'1'wx i',l II 1141 $76- or' $10(J-jws '-dIity IViRO(,Itl t HO14 on ro1ti III, ilRO-

fi' 11,4 I'i 11ililii jm-li'ijie, it, 114 il 111 II eI'l-shiling 1,1110, iit We fto holigE'I'
iiiIo Choi i dold I '-. ~ 01 w~vop~ls.

U(I E'I'1I III II y I ATNI AN. 111 )EI tey list ye ItIly HIIS ItiA5 rot' tlCh fI01iJ la'
It yVen P ien ? 11) tI'ly liaive jw~vIe WEII'h( I sg III t'lsise EIfaII1lIIwlsiet 1 w
Ill. thIe H1titin' tiiii are P % W )I'h I g frll' tIEIl ' 1'eH1M'E1ti YESE)glMI I5Itil .i4 iIIll -

Ni '. I I I'l'i'.N. .NE; liii11-144 YOUt %VWll) t4o1 thilty I111) p4114011 Whlif ItH Ittl
51(1v 14'Iw WilE? WvItH IL ltlihibs it feW ditys11 it 15115tit or' I4o51trie lhike tint,

IHilt, 111 1t'CHOEI t0 j)IMI1 01t11il, (Iit t-ier I t.i' l .15151151kiiig abiout. it, liygtAfl, riot
J~vlt'eIE, ort iliViEIII1IH. JI t ~)ig1101 MlUE'jIt'E'14E'l-i ye PATIIAN. 1 Hr taksgIbo,5yf'r 1 too.

Nll'. W',,il-i'11N1. I kiEIIW 3'EhI1i1e MVlen you Jhavo big businessim
I tlhg I'e )hteen1 1)epiItfislent, all1(] haIve, 18 pfluges orfT tryllty people
ri-suo1iiig Ill oil )5t)IltIHIS' Ilili'14Ht itI 1)1 retty 1111 to figus'oe what is
W1~t P111 lie whoIE is4 wISE.

10J)I-E'1,t0111iVO I'A'JMAN. DO youi feel Cti, is a, MholesSorne thing to
lilt-i't Cho (x-Eotlicls go 1f Int lASt illdtisf'y ?

Mr'. Wit-I'rs'N , Well, to EdraIw. it. fimi line, if the mn out, of the
Iiii 11'y iiill i 1111H4 fintiliculILI'r loowiedgo that, is neeoled you1 (511 see,

.1 ju.4t Hay it. does1 noEt, leid~ tA) public cnifiolerieo, it doe.4 not lend to at
willo1Q14fl1O IthlE)14l el'e, Eeei thou gh everybody metr1i tho very be.

UPl)IV01littiVO 1PATJMAN. 184 there not it 1)11 pending nowv by MI%
1vit, of Louisina?

Mr'. WirlvrIN. I have largely followed it through the press. lie
bats offered at bill which would require themn to at least have a 2-yeair
lapse- before they could get to work for a contractor.

TepresentatCive PATrMAN. It has not worked too, well in other
branches of the Government where they have that system. That does
not keep) a lawyer from becoming associated with a law firm that has
a 'conflict of interest as long as he is not actively engaged in the case?

Mr. Wii'rnFN. Many of the things we have talked about which we
set out to see how we could make the Defense Department do, we may
be looking at the wrong person in that, I think the public sentiment,
on the contracts, military establishments, and wanting the spending
to go on and wanting toD keep our synthetic prosperity, and the pres-
sure is there, probably leads the Defense Department as much as the
Defense Department leads in this direction.

I think the public feeling has been built up that if we do not keep
all this spending we are going to have a depression. It is my belief
that if we don't do something we are in for a crackup.
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Again I say we may have to have a period of adjustment, we have
this t hinging ng so fast, but you cannot find at 1)lace, where you get less
for Vour dolar thaliiu in needless spending in t e name of defense.

Please (111aw time distinction. Just about half of what we Slpend,
1 (10 not thlinik is real defense.

lRepresentative l ArMAN. I agree with you that, is the most infla-
tionary spending we coul1 have.

1 1m11 not Cmonitting Inyself on the association of officers with
private comlmpamies.

Mr. WlVIrrEN. There are certain benefits. I doubt if we would
over have had atomic energy except for tile pressures of war.

It is doulbtful if the Government would have put. ul) that, amount
of money.

In Waishington in some other places, it. might le that you need a
shotgun in your home for safety. But certainly if you d(rw on your
hank account and bought ninro'shotguns you coul' not use, it would
not 1111) your economic condition.

So we need whatever we need in the way of defense but to spend
1)0 percent more just to get. tile wheels turning certainly does not
help the Nation's economic condition where there are no goods to
offset it.

Representative CURTIS. Talking about this personnel l)rohlem -you
mentioned, tile retired military officers going into companies with
defense contracts, I think it might be well, too, for us to look at, the
connections of the various Secretaries of Defense and Assistant Sec-
retaries of Defense with companies with defense contracts. The staff
prepared a list of time average length of stay of the various secretaries
and assistants. It. runs around a year and a half or 2 years. T am
not calling attention to the connection because there'is anything
actually wrong. All T am saying is that, of course, when you get this
natural tie-il, the public has'to be concerned about it, and we have to
be even more concerned about other features of the system under which
we operate.

I have heard military officers, and T think rightly, point out that
it. is a shame to waste "the skills that they have acquired after they
re.tir, which would be wasted if they did not go into some of these
companies.

I think there is a great deal to that. But it requires a balance.
Mr. WuurrEN. I recognize that.
Last year I asked if we could first get, a list, of them and then decide,

because we did not want to step in and act without full knowledge.
On the other hand, the other side of this, if I may say to my col-

league from Missouri, and again T am not talking ahout )eOl)le,
when you have all these folks go into these companies, then it may
lead tle service to give the company business so that they can keep
the man happy and employed.

You have that aspect of it that you have to be on guard against.
It will be made work, so to speak.
Representative Cum'ris. There was one area that I wanted to ex-

amine into just a very brief bit just to bring out the problem.
I think You mentioned it when you were talking about the Govern-

ment furnishing a great deal of the capital necessary for some of these
cornlan ies to operate.
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Mr. WuxlrrEN. I1 some cases you might say all of it.
Representative Cuitris. Yes. I have had that brought to my at-

tonintio in considerable detail its it ninmer of the Wity' and Means
Committee where we have under our jurisdiction tie negotiationsn
Act..

It, is the air)lae Companies to a large degree. I think something
like 70 or 80 percent of capital fulrnisheid is Governmnt capital.

'ihe argllment is tihatf therefore, they Shoud earn IL lower amount.
I wanit to just pose this o1e questiono. It. is the question I asked the

various witiles.ses:
Do we contemplate 10 years from now having the same situation,

the Government furnishing 70 or 80 percent. of the capital or do we
hope that maybe in 10 ears most of Government capital will be re-placed by private calitaf?

Mr'. Wcb l'rrivN. It. is pretty hard for me to figure out sometimes what

the people contemplate, or hat. the Coigiess conten)lates.
I do not have the least idea. I aim fearful that if we follow the

resent road we may get something we did not contemplate because
thiiik we are hleaditg toward that lie.
May I say, using a homely illustration again, the biggest reason

we have trouble in getting somehing done about this goes back to
when I first came here, which was a number of years ago, back when
you 1ad111 mules and all that in farming. We had a circuit judge where
" had been district attorney. Shortly after 1 got, here I hiad'a letter
from him. He said, ",Jami"-he called a man's name-"camne ill to se
me." lie said in his town every time the Farmers Home Administra-
tion bought a mule that they 'were giving his brother a $15 kickback.

'he judge sait(l, "I will write Jamie and ho will stop it."
IHe said, "No Judge, I don't want him to stop it. I want to make

him cut me in oil it."
We et little help in correcting this situation because too many areas

have bZen cut in or want to get cut in.
I mean temporary activity, em )lomnent temporarily, or closing this

factory down, where are the people going?
There is mighty little of theNation that is not involved to say the

least. I think we have gotten ourselves in such a situation without an
awareness to the point Wvhere it is going to be hard to scale it back and
if we don't wake up, the situation gets more dangerous.

I think we have to give some attention to at. least shifting the sur-
plus spending to activities where we can get some goods to offset it.

Representative CuRns. Again I want to thank the gentleman for
bringing out these points which are convincing me, not that I umeded
convincing, that this committee has been very wise in going into this
area.

It is something that we might well consider remaining in.
The CHAIRMA. We thank you very much, Congressman. We ap-

preciate your coming. You have been a very valuable witness.
Mr. WHi'rmm. Thank you, Mr. Chairman.
The CHAIRMAN. Our next. witness is Mr. Elmer B. Shtats, Deputy

Director of the Bureau of the Budget.
Mr. Staats, before you proceed will you identify your associates?
As you do so, will each one of them* advise the committee as to their

respective responsibilities?
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STATEMENT OF HON. ELMER B. STAATS, DEPUTY DIRECTOR, BU-
REAU OF THE BUDGET; ACCOMPANIED BY WILLIAM F. SCHAUB,
CHIEF, MILITARY DIVISION; GEORGE G. MULLINS, CHIEF, PROP-
ERTY AND SYSTEMS MANAGEMENT GROUP; AND SAMUEL M.
COHN, CHIEF, FISCAL ANALYSIS

Aft'. STAATS. Thank you, Mtr. Chairman.
I have with me here this niornitg three of the members of the staff

of the Bureau of the Budget, Mr. -George Mullins is here to my left.
le is Chief of our P1roperty and Systenms Management Group in our

o0mlcc of Managenmnt and Organization. To my immediate right
here is Mr. William F. Schaub, who is Chief of our Military Division.
TO1 his rigit is Mr. Samuel MA. Cohn, who is Chief of Fiscal Analysis
in our 0im of Budget Review.

Afr. Chairman I am very happy to have the chance to appear here
before you again this morning. I have been here a nmnmber of times
before the Joint Economic Comnmitee. It is always a pleasure to
comie back.

I appreciate the opportunity to be hero today to discuss briefly, the
procirempinent and supply activities of the Government. As you know,
direct federal expenditures for goods and services comprise a con-
siderable portion of the total Federal budget; during the past 2 fiscal
years such expenditures have amounted to over $50billion. annually,
which is about 11 percent of the gross national l)roduct. If we exclude
military and civilian payrolls and related costs, the Federal Govern-
ment's purchases from private businesses amount to about 7 percent
of the gross national product.

The Federal Govermnent is the Nation's largest employer and
largest purclaser. Considering the magnitudes, we can al)preciate
the intelst of this committee in the Government's 1)rocurement and
supply sustems. It is a concern which we in the Bureau of the Budget
share with you. Of course, other committees, such as those for appro-
priations and Government operations, also have a direct concern and
responsibility in this matter, as do such Government operating agen-
cies as the Department of Defense and the General Services Admin-
istration.

The biggest portion of the Federal budget and of the Government's
l)mrchases -is for the DOD. Budget expenditures for the military
functions of the DOD are estimated at $41 billion in 1961, which is
about the same as the current estimate for 1960. The following table
shows the breakdown of this total by appropriation group for 1959-61.
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(Tio table referred to follows:)

SJtitnuary of n1ilitary emwpoU litures

uln millions of dollars

1959 actual 1960estinato 1901 estimate

AIIIitary personnel ............................................ 11,8011 11,959 12,146
Operation and 1ininltnlm o---------------- .......... - ....... 10,384 10,137 10,321
Procurement total ........................................... 14,411 13,913 13,002

Aircraft ...............................................--- . 7,058 6,070 0, 027
Missiles ..............................------------------- 3,339 3,500 3,479
Ships ..................................................... 1, 493 1,651 1,644
Other ..................................................... ,921 2,121 2, 451

Research, dovelopiment, test, and evaluation .................. 2,859 3,080 3,917
Construction ------------------------------------------------ 1,948 1,070 1,359
Revolving 111d 1nanagenmlent fullds ---------- _-------_---- ------- 169 -444 -350

Total military functions ................................ 41,233 40,945 40, 95

The purpose of this table is to help relate the procurement total to
t le totals in the military budget.

You will note that in the "Procurement total" in 1959 it totals
$14,410 million; 1960, $13,943 million; 1961, $13,602 million, which is
a relatively constant figure, a slight decrease in these 3 years rela-
tively.

The "Construction" item, as you will note there, is down some and
the "Revolving and management funds," in which we have been very
much interested, shows a negative figure for all 3 years, $444 million
for the year ending next June 30 and $350 million anticipated for
1961.

No one can deny that purchases of the indicated magnitude have
a substantial impact on our economy. The impact has its greatest
force in specific industries and geographical locations.

Employment and payrolls in the aircraft, shipbuilding, electronics,
and several other industries are dependent in varying degrees on De-
partment of Defense expenditures for these goods.

As an illustration, the aircraft field total sales of all aircraft manu-
facturers to the Government make up 86 percent of the total for that
industry.

That ranges downward in the field of electronics, which is another
example, to radio and communications equipment, where sales to the
Government constitute 22 percent of the total. Then you get on down
to items which are common to civilian as well as military economy
such as motor vehicles and equipment. About 21/2 percent of sales
in that industry are to the Government. In the clothing and textile
field it is running about 2 percent. These are based on fiscal 1959
figures. We do not have any figures for this year. In other industries,
as I have mentioned, textiles, automotive industries, defense procure-
ment also is important, but is proportionately a less significant deter-
minant of the industry's output.
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One of the most. important. Oharaderistics of defense spending to-
day and as projected- forward is the rapid lIpace of techiiological
ehaiit's and III wvelpolns moderiizaitionl. was pointed out. in the
Prostiont's budget message:

'Tio Inst tow ye ars have wt1)Hsed what have lion morhii the inost rallid
advances Iln military technology Il history. 01110 WPHi1MS slysteis4 liiVt IoeCet0iu
obsolescent while till In production and some while still unlor development.

It is inevitable, given the paco of change, tint. outmodedi as well
as woriuiut dofelso SupplieS4 anld equiplment. are gelltraldo in large
quantit-is.

I tie past. 2 yeaV s t he Governilent. generated excess personal prop-
erty whiv h C os. '$14 billion, and we are in(ord tml0 volume ,Will il-
crease during tie next few years dueti largely, )ut not otirely, to ac-
celerated prelacement of imiul itary tlI mil mIient.. Thi ultil 1ization a10
disposal of excess and surplus personal lroplly is now one ot th
('vornnelt's nuiost, dillicut admpnostret.ive i)ro)lhms, a1d ve, have
joined with tihe 1)elart of l)ofemiso and th1e, Geinerl Services
Administration in order to deal with it. elhe eivol. To envouralg
nuro utilization of excess personal property with; ithe government. ,
we% are working with the GSA in rluaxing existing p)olioie, under
which agencies are required to pay for ex'eg property t transferred to
them.

This is a v'ery recreit. Step, Mr. Chairman. You may recall that.
under the Feder-al l'ol)ority and Administrative Serices Act, which
the Blleau of the, ]1 got.4took ilhe, lead on back in the late 11.10's,
and which Mr. Ward will well rentellnbe' becaulse of his idlltification
with that. move, we had t firi requirement tath teire bhe ireitiihise-
Inent. by the aitociets when excem',4 prol)e'Lky was .riiisferrled from one
atigeny to another.

Since then there havo )een some OI nodificatiolls. Wo believe, in t.he
light of the experience, it, is worth at.lenltling to see what. van he done
by Wiay of moving thispr )pr mly between agencies. more oxpeditiously
tinder ari'aiigetnts wwlny they wihl not, be required to make reii-
bursement. The Bureau of t O budget. will take stops to avoid midim
augmnentation of applropria tions is a result.

Now, to coniue, we recognize that, administrative safeltui rds will
)e necessary in order to assure lhat. property is transferred only when

it, is needed for an approved program auld that. appropriate io1s are Ilot
unduly augmented by such transfers.

Wo are also conducting a sample analysis to determine the, extent. to
which agencies may be, purchasing now property when their needs
could ho satisfied through uAl of awillhle, oxce.,s. - Our object ive is to
identify the basic causes of such l)ract.ies and to (lovelo1) l)ractiell
cor-'etivO measures, if needed.

Primary responsibility for property 1111(1 Su)l)ly nmallule ent act ivi-
ties in tie Govornmeunt. is p-oeprly assige d b, liw to the Administra-
tot of General Services, the Secrei nry of Defense, atd to the operating
agencies wvhieh are partially or wholly exempted from t.he provisions
of the Fedleral Propertv 'and Adnministrat.ivo Services Act.. 'The
Bureau of the Budget hn. a very substantial interest, however, because
procurement and property managonmnt are, important olenments in the
President's budget and iecause-governmentwide is.sues of organiza-
tion and management are involved.
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For example, during the past. several years, the Bureau has sup-
ported tho shiglo manager system for the Department of Dofense,
although wve recognize tlitt it may have to be expailde mid revised
on the basis of experience if we are to attain the most effective and
economical supply mauageimet.. I think hore tho l)ofense l)epart.-
mont. will stt forth for you this afternoon some recent steps which
liavo bee takeni ill this filld and plams which they havo for extending
them.

''o ureau has also urgwd that, thl (SA he assigned greater re-
sponsibility for the fturnishing of comitmon use mid administ rativo sup-
l i es to th, l)partlmont. of ),fnimse. Tho volume of bIusiess handled
|kx General Seri'ves, Adminnistratioi for tho )epart-lelint, of defense e
1h11 iiicreiased1 st eadily (410t 11 year. This fiscal year tiho volume of ship-
m1nnts from (SA's w;,arehouses to ie departmentt of I)efenso is ox-
p]ected t.o be abolt, $180 millionn, whieh is more than five times as large
11. ill 1953, 1111d we eleievo tho volume ci und should be further in-
ereased. Present . plhns in the l)epartntint, of I)efense to review its
clrr'oit iet.hods of procuring commonly list items should result ill till
or(herly, but subhistauttihl transfer of procllrollmt 1111(1 distribution ro-
spoisibility from the services to (Gneral Services Administration.

e jut i'hidt'io keep ill close I ouch with this program as it, dovelol)s, not
only because w believe its success is importlalit, but. also because it, will
affc t, th curroni, and f uir budr(t. requireiieiits of both the I)eptrt-
ment. of l)efemse and tho (hmera/Strvices Adiinistration.

h'leo l1ure, a u also poerforied the st ulIf work for the I.'residtet in carry-
ing out it recollmiedlationi of t lit Cabilet, Coniniitteo oil Small Hiusi-
iless. This resulted in 1n assignmetmt of responsibility to th GSA for
making an analysis 11tid for standitrdizing the (overunment's policies
and procedures for Iprocurement i an( contlrucing. 'he . main objective
of this )rogram is to nmit it, easier for iiidustry, and particularly small
lbusiliesses, to to )usiniess with tho Goveornment..

E'xaiiiples of other areas is which tu Burevu of the Budget 1has been
active include:

1. A full-scalo study of the organization and Itiagement of the
General Services A(tmiinistraiion, a survey financed from the ap-
!)r ')riat 'io, to th Presidit. for expenses .of managemint, improve-
mit. Some of tiho fundument al changes in orgauizatiou and policy
which Che present, Administrator of emeraldl Services lis imnl)hlnient!ed
wero based upomi that study. This study 1 believe was completed in
1956.

2. A study, lso finamicedi froni th Presideut's al)prol)riation, to the-
teriltino tho best, organizat-ion and assiglimlit; of responsibilities for
l~rocuroiit, amid istribution of suli)sItecltl su)h)lies used by the
civilian agencies. AgreeT t , has b)0T1 reached b)etweein the generall
.Services AJidinistratiou and th Veterans' Administration for con-
soliidating responsibility for l)Irovireiit, mid distribution of slit)-
sist ce llsupplies, but. actual operation under the new arrngemmt has
not. commienced.

3. Strong budgt ary aid mlanagemlint snl)port; of the interagency
motor vehicle po01 program being carried out by tho (Geiiral Services
Admmustratiom, Such support, lis taken several forms. For ex-
amplh, uder the statute which authorized establishment, of inter-
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illiv oi'o looii ( i41m'Itb~I , 7116, lurti INit'Co llm fo' eiiHh~

viowit'd uigtllt' adg'.rtjuH 1110 teti it' fol i pi~lN11liJX utilit ioimul ov -' he
IntIwIIt, vl I! (N I '4 NII ita vi'w foluI n I H I Ip bI I t I Ig tiIIIIo I' -It agi'Ii'y pI I )I

4.A joitt ot'oit, Ni thi t ho (lottovil Stwivie.'l Adiiiht.fioit to
ilivolop N 1tilildvi for p~tuviIIltis of' 111ofo 01 l ~'hiIe d by the ivI h6iaii
llgx4n'it'5. 184( of toilet 1fliitlaik ptn'ilittii ol oii il'I 'dily p-i)'~ll'ilwil.Iu

b. A otitf )W~gi'11111 wvithI Ow' Utvii Sti'viemI Adiiiiii~iaot h'1i0 l
divklopilig tiI ill rov(id systil osi NllI Ay htivoititory -(%p~o1'tHlIg \vhiell'
will st'ri't t-ho ilvtds of fti' llBumlln ti the11 lh1111t uiiI tut (lenim-nI
Stwit'e1 Atlimitiii vat ioti hii 110N, IM' M11 witd IuII hitn iuii'tuuit-oty 11111w1
agv'Ilnont. ill t Iii' oportitig 11liviv.4.8 I'hit ' sftom \0'ha'ikN.1 ivuslsitlim
IXTANl13 iSA th0 rosiht. Of NOV01-1 1111V Ofll' (.1 oin. ivoI'I(,

tlt'tt'ilS' it 1111d ivMIiti 11Iglmi3 t'Ieiiiets of I1thqa t 3'ttli. 'IIfl ' th11(iulig

'11"t' ah1oI'I is lot. iltlolltil to ho' it. i'oilltutiih listing of lll l's voeltiti g
to pro ei'ty maIIuI% pgillixi It ill wich 4 Ow lhii'eaiii 1111s html att ivo. Fl~',
kAX I illph\ 61volltoI'y ltwtls ill till lip\11ti~tes tWO 1111(101' contltiols review
115 till i1111011t, t140pii of 01 111111 noriiitill bdt.IWtO008's. I'j tl'Oi't1 V 11 (it, viie
Wily t'lirl't'IIy to dove~lop it 111ort' oft't-lvoii sysf em tfoi. ligomiieS to il-
xify retl prowl-btity 1ioldiigs wilt he iiv o longer itetal id to spvved
up1 tilt)l pl'oct'sso till' tho dlisposaul of suvth 1)1)'i'~tyv.

Wo htdlikuwt thalt. pmxigvetss is 11(111 hilig iiitiilt' ill imlnl-ovinig f ie
1111 ININlt of' ourl )titwllv'ilit. 11nd(tu flui) siply lt-tiv it 10, 1111d1 we t1i-o
COli'illeet 01hA t hi l1lt'iiilri's llow l111dtwwv1% 0,111 cli-oditt' ilis a tIk l IH11

tial t hat bot 1 h t-10'xtellt lve bI'iiIli11 Ii whlolo 1111d tCto Coil110M* pro-
Vit mai-ossi yetoistijetivkN, 1111d1 silstail~ s11111iiepolt. '1'llei firliui of
tho lludgvt. iieleoies the intereASt, of thliS C0ommmt-N 1111ad h10))A,1 its Hlug-
szestions will aid iM our jolit tl'ort to provided efficiely the strong
defense and ot her essential st'ives liwt'ded by our1 people.

Mr. ("hairmuani I would like to rt'ite'ato hivo thio renmarkis itiole lby
the preu'edillg wtn that. wi' fe0l tha1t, thWI W11 whol uij00tf is SO ili-
pOrtant, for ouxreeononl3' thtat, it is a mulitttr which Nve very wvell wielconeo
this, tcolmiittecNs itrs n

If tile comm11ittee tils anly suggestions 'where the 1111r011u of theo
111dget, as an organization, can strengthen thiis whole program, wve

will 1* r'er much indebted to you.

TIU1F BUREAU S 01li)AN~CHE IN SUPPLY MiAJAUOEaN' ACI'IV1TIES

The CIAIRNIAx. Thank you very much, Mr. Stents.
Last year various members of thiIs committee called to the attention

of the Pietor of thie Bureau of the Budget the large volume of
supplies and equipment in storage, then amfouniting to approximately
$43 billion, and under the most liberal interpretations of vnilittry
needs that some $17 billion of this would be in exes.
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Sivlcou el ia i(iitit111tw of le wctL% OXIt8 ay illeilhiotl(1 I4) it lIlo less

111h11 $27 Ibihhiitli
VY% It rged 1the I 1inun of flie i ttudigti to 1)1 ativo in1 Ifli i 11110,14.

Nit'. STAA'ms, All'. (1 6 I'lli Mut Ii 101101- tt util H OVOI -iI~v'iiI li i I ti I I110'
Ili Itr 11404 Potit~ o I he Iloitto. ritivnl 1101(1 iltit. Yea tid ( EI ell ti
Otis dIin'tIMSioii

W o hlii 11114 l hi' I I II ' tVI ow i firf 1.4'SollI',! it hI 1 11 1 (1 . 'ol , I huave
Ittiderhitm (11 seertim or 1,liHt i MIl))H ti 'I hu1tV41 J11fit. 1111-111110111191 hiICA0 1tt0
0i1ime Iiild gIoii g i1)11 ill, 1)11I Ill hilljlere11f. expres4ml~id hy 011i v'4' ifill,

Woliii Ye~o 154ti 1 betlh jOY I lift bid1 gilt figit I~ti its I i''ii lt, I0tt4111Jpte4 to

Vi ioli wo of ()It Il w~otl i I I t111 bidget 1-io l tid i I fillIf.
Bil 1His it big j)'~tttWO luuti ol,'iiuIi Ittrifi I'0IltjIIM tsI witht

DI )s/ illfI.of D ofelluse u od 1.1e ( leutl Sove' dth ~~'to,(ii it.,
1 'llkwe h111%,( 11111141 ntisi piogren FHiltiU1 1HId yeoai oil tu si diglte

1t110111901t Hystil %m, whe i('H i-om 1ii'ti utsionoed. TIwo of these Were alln
1014)tttCOI illi NtiVAiithot, Iti YOU ItI)OW, 1111(1 theMe0 i14 Work goilig atvmm'hi

4)11 ot list's.
I utIttllioiit hwoess lm h4'tIM3wod t it, tv 1(WIth'e hlottli ill Otis, t-*d

111111 %Vo Wile, its we ("Itll to 111iugm tm tI~w fstiir dil, wt Il live wvori' ill~ij

T110t CH~lAIRMtAN, Nil%%, one0 Of 1,11 011bjeAOt which. haS 1)(1u1 11)1101111-
oltsly 11mp for oineuis-siomi ill Colgremi Ii th le xt.t'ttomliiiiimiy bijfit pr-
cemittigo of liegotit.4'(1 (')1vtth-ck.Jhti T ii 41eferred to) agtin aml( agili

To~( re4peit, 87 1)0113-11I. Of 111 (11111 V011111 a'vliOof 1lefense CMoItCt'L(t illt
fisell]1 I919 wero utegotiltted. Only 13. pe~rcAlJit were tawardedl aftor
normaitl comt1tit ivo indd ilg. T'ills percelittigo wati lower it) tile la1t
'2 yetlml-s; I hlitt in, I Ito percellf ago of cohylpetitive-id~ COliI'rats was lower.
in the htl. 2 yeltmn tn ithbusprevioulsly beenl.

Now wMidE is the Buretau of tile Mid get doing to (limiit ish the rela-
tive volittit of iegotiatei con-tracts an d to increase tile relative volume
of competitively itdveiw~d Om)nracts?

Afi'. SPAMAl'. AfI-. Chtiirmti, I ain af raid on this one that T aml outlg
to have to say thiat I ain probably as inuch at a loss as anlyonle to kflow
what steps canl be taken.' I recall very well some of the debates andl
the controversy over the Armed Services Procurement Act in 1947,
which we were called onl to work with Conr&, on, and the reserva-
tions which many of us had ait that time with respect to the very open
language in that act.

think the fact that it was so open was exandiprtb th
experience of World War 11 and the fact that this legislation fol-
lowed so closely on the heels of World War IL.

I note that 'last year-last spring, I believe, it was--the Armed
Services Committee held hearings on this subject.

IMPACT OV MOMMM10, 1 11001110MMM'
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This is it nulitter ill Which we, of Cour'se, linIve 110 dii-ec, autthority--

VIIH 1111IIEAlY 18 '1till ADINERTO '1'11141 1'1RES41)N'T

'The ('iinmA . ]lit yout awr ivisois to Cho President onl thiu84
Illatters.

Whalt lulivo halvo youl giv'en to tho Priesident its it, meansol of redioiiig
tho pervelitllgo of niegot hlt ed conitracIts and increasing the j)01'colil go

of colIpet it ively azillt'qh'c coit I 'llids.
Mr. S'IAX'I'. Of t'0Iir-801 t6is is it. iiiittt'i' for which tho mervicas, the

pi'oell'lliint, 11g1llctt'8, 11a1ve, the prIimr 111 Piespoiisibi lity.
Tho~ 'mcmA. Bitl, tIo l11'1PdP1t. of thle U hi ited Statehs is Colni-

iiiaIIdIet' inl Chief of tho serv ices of the, Uifted St at es. Yout are- the
stair represuta1tives' of the President il t hoso itiet's.

1.)o volI iiot, tiiik you hili1i' 1it fitlietioji to aIssist )our (Joiniiiidor ill
('111f t

Mr. STAA'I'S. 'l'liis wNOlihi nt) comle liefor-o 118 liless i'e( jiiostedl, AI P.
Chairmnan. We hav'u no chariter 118 suich which wold at.i ior-iz 11s to(
ako anyv dliNct, act ion ill this 110ld. I dlo niot, know of ai11ysp'chfic pr1o-

posals whlichl hav'u leeiI ))lzcI'd befhl'o tho liureau.
Tho, Cu lIMN. ou i avo 110 power to iiiit iltt st 11(ies to See whatl,

should he (toile1 ?
i:%ir. SuAA'rS. TFie (1ueSt ionl as to thue applopri11te, level of liegot iuted

Voits th11 compijet itiv ids is(1 t Uvery hligo lohl)lI1, 118 yol1 kno1w.
Th 811hsa1111 iuuider of cooit i':ct 0's Wvo Ihuivo elng, agedl ill tie sle pl-o-
o'rallis ilievit ahhy atleects thle level of negotiated Iwovleuineit ill doll'
vollul-

Thu ('Clim mN%. 'I'lis is nlot only niiissiles. T'ile clitiallcto'isfics of
ieg)ot iat ed cont i'aet s run1 acr'ioss the l)Otil'(.

fl. S'rAX'S. ]lit thu figure- Of 893 percent (05 iiclulde the missiles.
'fluxCIIAuIIVNAN. 1 1111(0d 4111t biiiWt I Say it, is not, Conlfinled to missiles.
Mr. STAArS. No.

I1IIEAIjT'S AUl'!10111'1Y

Tho Cnmiu nt. Nowv, iln the organlizationl lllillnl 19.59-t), pg
61, dlescribinlg the duties of thle 11irieau of tile Budi~get, iiidertrio
hepading "Office maniuagemlent and or'ga nizatiomn," tilu followi'nlg staite-
ncut is made:

Th is Office provides guidance mlid coordi nat toll In Bureau aict I cities toward
bette r agency malungemuenit. a1nd( 01'glluit loll, eoiuduucts orguulzu flntu studies,
coordinates lite Bureau's inanageNuen0t iunln'OMeunent (40'o1t, 1111d ('011(l1i014 W~Om'k
to improved gov-ernmnlt wide inanuigeuneit practetes and1( lro(edi CH

Now tilat is a very broad( grant of aluthlority. Yet yon say you
hiaven't the authority to go into this question 'of nerotiated V('lsiis
C'ompletitivye conltriact s.

I ain surprised. 'Mr. Statits, lt. your statement. because it seems to be
in direct. cont radlict ion to the. statement. of altiority which you weo
undoubtedly fulrnishled.

Mr. STAATS. 'Mr. Chlairmnan, if I may respond to your point, I do
not happen to have a cop), of the krmed Ser-vices P~rocuremient Act,
With tie, hut I think tliltf legislation makes it. Very clear where thle
responsibility rests. It rests very clearly with 'the procuiremient

The CTIMN ihe President of thle U nited States is Commnander
inl Chief of the services. The Chief of Staff of tile Secretaryv of Do-
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l,0nse ro Iorbs to lle .'P'5si1,1t. Yol are the stall advisers to thi, Prsi-
deit I hence stall advisers to the Commander in Chief of the Armies.

l(Jeljeselltutiv0 CoUrTIS. I thinik yOU ae al)sohlut'hy right, ii ?0111
silIt illPIlt, Nr. (Nhin 11a1111,1 your testillloniy, Mr. Slaats, slates, am
eiaduing f'oill ]ign 6:

T'hIo Biureaiu 11(o la'rforedl the staff work for tilt' Presihient In carrying out
It 'VoniiInilnldltioli of th(e cablihet Comnitteo on nmill lBumines. This resulted
Iii1 it 4siglmlent of responii biilllt.y to the (eneral Hervices Administration for
mining an I!nlysis aini for hitandirdizlnig th Government's polceles and pro-
(!edure for pro.lrelnitit and contracilng. The main objective of this program
Is to IIIII. it. easier for lidillitry, an4 particularly umnall bIusinesses, to do buSJHleS
wil I tle (overment.

Now this whole issue of negotiated contracting as opposed to open
)id is iinolved ill this small Iusiness 1)roblem, too. I don't mean it is
iliiited to that,. Here inl your own testimony you stated you perform
the sl, fr work.

SuI'ely ill th1t, recesss one of the things liat loom vel ty important
is this n;etod of procedure of contracting which is iigotiiited bidding.

So you are in thls area. When 1 wits on tlie Sina II Busiess (oin-
iittee, and I followed ii, very closely slice then, I have not yet seen

these figures denied. It show's that as advertise(d bidding goes up in
relation to the proportion to negotiated bids, the participation of small
business goes Up.

As advertised )id(ling goes down or more negotiated bidding is
done, the )arlicipation of small business declines.

So this s right smack in the heart of this thing.
Air. STAATS. You are quite right. I believe the chairman's question

was what are we doing at the moment.
Mr. Chairman may I talk just a little bit about this overall point?

If you examine the figures for procurement on common supply items
as compared with, say, military hardware items--common supply
items being the kind of items on which you can get competition-on
which you can provide standard specifications, then the figures of
87 percent and 13 percent wich you have cited, and which are correct.,
change very, very radically.

I personally think that it is that kind of analysis which is much
more meaningful than to compare the overall totals which do include
missiles and which include aircraft and which include ships and
things of that kind.

The CHAIJiMAN. Discussing this matter with Admiral Rickover,
who certainly has one of the greatest innovations in naval history,
the development of the atomic-powered submarine--Admiral Rick-
over testified that while there were a certain number of items which
were unique and which were completely new prototypes, nevertheless
there were also a majority of items, components, which were stand-
ardized and that, therefore, the fact that there are perhaps 5 percent
of the con ponents which are new and, for security and other reasons
are not subject to competitive advertising and *bidding, you could
have 95 percent that are standardized and upon which competition
can be engaged.

Admiral Rickover did exactly that.
Mr. STAATS. Mr. Chairman, I believe if you review the General

Services Administration figures on the procurement, about 60 percent
of their total procurement is with small business and that is alf under
competitive bidding.

51086--60-15
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The C11AIRMAN. That is General Services. I am speaking of De-
fense. M

BUREAU FAVORS TRANSFERRING COMMON SUPPLIES TO USA

Mr. STAATS. Yes. I am referring to the procurement though of
common supply items which is lar gely vested in GSA and which will
more and more go into GSA. That figure is just slightly under 60
percent.

Representative CURTIS. So the more we shift common use items to
General Services Administration we tend to get them on advertised-
bid basis.

Mr. STAATS. That is correct.
Representative CURTIS. GSA does some negotiated bidding but it is

largely advertised; is that not right?
Mr. STAATS. That is correct. It is our earnest effort here to move

as much of the common supply items into GSA as possible. I think
that, you will find that the Defense Department here this afternoon
will testify that they are no longer offering objections to that, but
have an active program to encourage moving the common supply
items into GSA.

The CITAIRMAN. I am very glad, Mr. Staats, that you approve of
the transfer of as many items as possible of a common use nature
to the General Services Administration, but what if the Department
of Defense does not agree to these transfers?

l)o you have any power to compel the transfers?
Mr. STAATS. There is authority in the Federal Property and Ad-

ministrative Services Act for the .Defense Department to make an ex-
ception if they so elect.

The CIAIRMAN. That is correct. Is it not true that, however, by
Executive order on July 1, 1949, President Truman directed the De-
fense Department not to except,?

Mir. STAATS. That is correct.

CANCELLATION OF PRESIDENT TRUMfANIS EXECUTIVE ORDER OF JULY 1, 1040

The CHAIRMAN. Is it not also true that on the 8th of June 1954, that
this administrative order was canceled by President Eisenhower?

Mr. STAATS. That is also correct. I had a hand in the 1949 action,
Mir. Chairman.

The CHATIRM3AN. Do you not think it might be well to restore the
1949 action and revert to it and cancel the revocation of June 1954?

Mr. STAATS. I personally could not disagree with the suggestion you
have made. The DOD and GSA continue to work together and ship-
ments from GSA warehouses to DOD installations have increased
each year, from $32.8 million in 1953, and $39.8 million in 1954 on
up to $164.8 million in 1959, an increase of more than 400 percent.

The CHAIRMAN. If you cannot disagree, I take it that you agree?
Representative CRTwis. He is in a tough spot.
The CHAIRMAN. I know, but this is our only way of talking with

the White House. Carry the message to Garcia to revoke that 1954
order.

SINGLE SOURCE PROCUREMENT

Senator SPARKMAN. While talking about these renegotiated con-
tracts I will bring in another figure which to me is quite illuminating.
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Of the negotiated contracts more than 50 percent are negotiated
with single source companies. That to me is an amazing figure.

I just do not believe that our economy Is set up in such a way that
at least there could not be some competition between two or more
companies in dealing with all of these things, whether they are big
items or little items.

Mr. S'rAATS. Senator Sparkman, even if we are faced with that as
a fact, then the question is, Should there not be some way devised to
get some competition between the subcontractors and the. silb-subs?

In many cases I do not believe we have a good way to achieve fi' t.
Senator SPAICKAN. I agree with that, but I am talking of prinio

contracts in which talking with the departments own figures more
than 50 p percent are from single sources of supply, that is only one
company is negotiated witl as I understand it.

Now Mr. Chairman, while we are talking about this I would like
to say this:

Ofcourse, as Congressman Curtis knows, who served for a good
many years on the Small Business Committee of the House, we have
always, both committees have always contended for competitive bid-
ding, feeling that small business could take care of itself in the field
of competition but was left out largely in the field of negotiation.

Every year we have this job of trying to prod the services into
giving small business i better break.

Now here is something that I want to call to the attention of the
committee and Mr. Staats that the Budget Bureau can do.

AMOUNT OF DEFENSE PROCURE31ENT GOING TO SMALL BUSINESS

Seeing the difficulty that the Small Business Administration is hav-
ing in trying to break into these programs I addressed a letter on
June 9 of last year to Mr. Wendell B. Barnes, Administrator of the
Small Business Administration in which I asked him quite a number
of questions about the extent of their operation.

At that time, he told me that the Small Business Administration
had only 37 men to cover more than 200 military installations where
procurements are made.

Now, naturally, the Small Business Administration is not given a
fair chance with an operation such as that.

Now for the 1961 budget the Small Business Administration asks
for 200 men in order to carry out this program.

The Budget Bureau and the President in his budget message ap-
proves 154, I believe. I do call that point to the attention of the Bud-
get Bureau because it seems to me that would be a field in which
something could be done, at least within the sector of the small business
segment of the economy.

Mr. Chairman, with your permission I should like to have printed
in the record the reply that I received from Mr. Wendell B. Barnes.
It is included in one of these Small Business Committee bulletins that
I will supply to the reporter.

The CHAIRMAN. Thank you very much.
(The document referred to follows:)
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APPENDIX VI

(RESPONSE or SBA TO COMMITTEE REQUEST FOR ADDITIONAL INFORMATION
FOR RECORD)

SMALL BUSINESS ADMINISTRATION,
OFFICE OF THE ADMINISTRATOR,

Washington, D.C., June 26, 1959.
Hon. JOHN SPARKMAN,
Chairman, Selcot Committee on Small Business,
U.S. Senate, lVashington, D.C.

DE&R SENATOR SPARKMAN: This will reply to your letter of June 9, 1959,
requesting additional information with respect to the activities of the Small
Business Administration in our procurement and technical assistance programs.
This information is enclosed and the subjects are discussed in the numerical
order as set forth in your letter.

I am pleased to have this opportunity to provide for you and the committee
this further information concerning SBA's assistance to small business. If you
should desire additional details, I should be pleased to prepare them.

Sincerely yours,
WENDELL B. BARNES, Administrator.

1. How many employees are assigned to the Small Business Administration
loan program?

2. IIow inany employees are assigned to the procurement and technical assist-
ance program both full and part time?

With respect to questions 1 and 2, it must be remembered that SBA is charged
with administering live different programs (including the liquidation of business
and disaster loans of the former Reconstruction Finance Corporation) and that
funds for the payment of salaries and related costs are derived from three sepa-
rate sources, as are identified on the attached statement reflecting comparative
budget data for fiscal years 1959 and 1960.

Although many employees are specifically assigned to only one of the five pro-
grams, the duties of certain employees are applicable to two or more, while still
other employees perform essential supporting services for all five programs
(e.g., personnel clerks or payroll clerks). In addition, there is the necessity for
certain purposes of allocating to all programs the time of supervisory and pro-
gram administrative personnel, from the Administrator on down the line.

With the desire to be as fully responsive as possible to these questions, we are
offering for the committee's information and use a table reflecting a "Summary of
personal services" as was contained in our 1960 budget justifications. This table
reflects budgeted positions, by organizational unit, separately for the Washington
office and for field offices, for fiscal year 1959 and as estimated for fiscal year 1960.
See exhibit A.

Reflecting as it does the authorized personnel by organizational unit In 1959,
the table indicates directly the program assignment for many of the employees,
while also providing information concerning employment in supervisory offices
and in offices or smaller units which provide the supporting services for program
operations. Bearing in mind the following explanatory comments concerning
certain of the position totals shown for field offices, which are not necessarily
self-explanatory as to program applicability, it is believed that this table provides
a more complete answer to the committee's questions.

(a) Under the Procurement and Technical Assistance Division, 29 of the 108
stenographic and clerical employees provide services for the 51 loan appraisers.
While these loan appraisers are under the technical supervision of the PTA
Division Chief, their work is performed on behalf of the loan programs.

(b) Although the work of regional attorneys Is predominantly for the loan
programs, some of the time of these employees is devoted to legal matters arising
under the procurement assistance activities of the agency.

(o) With respect to the administrative staff in each field office, mail and file
clerks, for example, provide supporting services essential for each of the program
operations. On the other hand, the fiscal clerks (or cashiers) work exclusively
for the loan program, having responsibility for the receipt and deposit of loan
payments, for custody and maintenance of collateral supporting loans and related
duties.

3. Does the small business representative have full access to all procurement
files and information of all Government agencies?
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There are some offices that do make this available, but, generally speaking,
our representatives are limited to bidders' lists, bid abstracts, and background
information.

4. In the Joint set-aside program during fiscal 1959-
(a) How many Government procurement actions did small business repre-

sentatives review? How many contracts were placed?
See exhibit B. This is a statement of the latest available statistics on the

procurement side-aside activity through May 1959.
(b) Will this continued effort assure small business firms a fair share of

Government contracts?
Our efforts in this area have resulted in an increase In set-asides agreed to

from approximately $375 million in fiscal year 1954 to over $1 billion in fiscal year
1958. It is anticipated that set-asides agreed to in fiscal year 1959 will be
slightly higher than for fiscal 1958. It is believed that with the manpower
available for this program, no appreciable increases can be expected in the future.

(o) How ninny men are currently assigned to the program on a full-time basis?
Thirty-seven.
(d) How many additional employees will it require for the assurance that a

fair share of contracts will go to small firms?
In order to effect complete coverage of all Federal Government procurement

offices for the purpose of carrying out the set-aside program, it Is estimated that
over 200 full-time employees would be required.

(e) How many procurement offices are there in the United States?
There are over 200 military and civilian offices where it is believed an effective

set-aside program could be conducted.
(f) In how many of these offices does the Small Business Administration have

a representativeI
Forty-two on a full-time basis and 35 on a part-time basis.
(g) Is full cooperation experienced with other Government agencies in carry-

ing out this program?
As indicated in exhibit B there were over 1,000 set-aside actions initiated which

were not agreed to by the procuring agencies. This does not necessarily reflect a
lack of cooperation. In many instances it reflects a difference of opinion between
our representative and the procuring authority. Excellent cooperation is re-
ceived from the top Washington officials of all departments and agencies en-
gaged in the staff direction of procurement activities.

5. In work of guiding small firms to areas where competition is needed-
(a) How many Governmeat offices place research and development contracts?
Approximately 113.
(b) How many technical personnel are now assigned to this research and de-

velopment work?
At this time there are eight positions assigned to research and development,

six of which are assigned to field offices.
6. In the subcontract assistance program-
(a) With how many prime contractors does the Small Business Administration

maintain liaison?
This program Is currently limited to occasional visits and telephone conversa-

tions with various prime contractors that are located in areas served by regional
offices.

(b) Do all Small Business Administration field offices have personnel assigned
to this work?

No.
(c) How many full time personnel are now assigned to this function?
Eight.
7. In the field of specifications assistance-
(a) How many offices write specifications?
This information is not available to SBA.
(b) How many specifications are written annually?
This information is not available to SBA.
(c) How many specifications did Small Business Administration review dur-

ing fiscal 1959?
During the first 11 months of fiscal year 1959, the SBA reviewed 178 Govern-

ment specifications pursuant to requests originating from Government agencies.
During this same period the agency's field offices also reviewed an estimated 200
specifications pursuant to requests received from individual small firms for this
assistance.
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8. In Ihlo IhIil of prIllllh ion -

(11) 1 low 111|illy 141111111 11IIIllemS I ill" e I Ollro III 114 erv Icvvt

'h'h illiil lt ml loaif l i lt Jl of iisHI IlIlIg lio gireel ('11 i11114o111 h' tiim iiiii ir i4tllil
flieRo Iq 1lglligilt' Whln n conilleluors thot I Oero ii 4' move Ilni1 .1 illlhtll 111111I1
1111MInles, Co|nvol-1114 110 lt ig l Ighlly 1V 110()I~}{,000{ 141111111 iI~l'llliris

II IN l14,111" wVltii Ih hi lollor gronp IIho, Woulh. rwolillo'o th iodiilelluihll 1Iild ieell-
nlleill typio of l1sssll 'o priovili'ed by ilt% SiIIill Ilsiiile'41 At. Tie ivtiol for
se -lche li this flehl h1s litoll |Ighidghi l' bly fill, ohmeiviilhillmo f t-IlIZI'I4HlhiIIIll
liltlers Ilt, 1i111y "111ll lilinu I p rsl iol|o1im ii I fIll" resioet. i II e tIi' ei |P II4 of I le
|111111illly tic 11iull firm" e to ro illit 14) llit i I I ilroletl ion olltd inir t 11ellil

(b) IhOw 111111y Men 11O rt1U'l c ,V 1Issigoi(l to 1tils ei lv'ly
'l'l 'o i'i' e I 11) -yell I ' cl e rrlitly 1Iasigli'lld to 1111 I1t v1ily IIi Ild ihli1H.
("t) Ilow 1iiiiIy ill1lled oeigiliors iid IIIdiNH'inl ofIhler witl pi illinmI oIihll

lenk(grolnii lioe lilliloyed hly ilt- 141111111 ilosioss ,dlnliil eil ll
'l'he oniiiplOyloiiI of ongliivers mi li tlilirhlIl olli'reI wi Ii prouiltlilh linck.

girolt lnl Is oolifloud priuelpolly to llrouurelnnt inld Itoeliileal imliminHi' pogom" IO .
IN the plrliuilluetou in telmileol nsIsmtotwo pliaoson of I hee progrins, MIA hlis
(%4 ixroduetlon 1ned Inltimslill spealhlsIs ossiugl'it to fiehl ofiles. '1'i4 tilhde
t.110 11 field 1014tiol1ns slgodlI to roesnllrh anid developnent ttl t16 slpeovisory
1lo0lti bls.

lb. 111 tlt- flold of l'toea'il l itt'oieut
(d) 11ow Iiy l10V'1R ir 11tow 11.9lgi110d to s lyl1 Of work/?
At this i lne (here ore elght inmiiullsm nliotted for reoianreh ald developUntOit

six of which re11 assigned to field offices.
(b) 11\ow 1t11111y mun wilt It. tahi to give full coveigeo this reaereh nld do-

vehlpmen! prloglrani Y

This Is a new irogra'm recently exlpanded 11y sectiii 0 of tile 8111illl ]1111ns
Aet of 1tM. Tie full scopo id innnittide of it pvog1niu designed Ito render
Inoxhtilu aissisllte In this areo till "11l1 Coni'erlm will noti be f1lly realized
for a yoeir or nore It Is stlited it. It) imit late effectively thlH pr)greln tij
<'ontlmltiald by the net would require theae I1ht 11O add itlontl eiilnoyeeN.

10. lin this Issulng of certltleates of competelley authorized by the 9m1uli Buisi-
mnes Admiistratton At of 1058 In sectIon 8(b) (7)-

(a) How nu1lly applcal lons for eertilflcates of competency have been received?
During the first .11 onthts of flcnl year 19 0, 212 formal applcuatloll for

<-ertfleates of conpteney were reeived by 811A Involving contraite of a total
-aluoe of $43,211,000.

(b) How inny have been Issued by the Small ItnstImess AdmInstratloll under
this authorltv?

Durtg this sane lprlod, 104 certificates of competency were Isaled by ODBA
with a total value of $21,480,000.

(e) What Is the kstlniated saving to the Government au a result of the Issuance
of certificates of competency ?

The estimated saving to the Government ns a result of the Issuance of cer-
tificates of competency Is approximately 7% percent.

(d) lave you encountered difficulties with other Government agencies In their
not ac<pting the certificate of competency such as in the Jack Picoult and the
Amoco, Inc., cases?

Difficulties have been eiountered In having certain certificates of competency
honored by other Government agevicles. There are recent cases of contractors
having to appeal to the General Accounting Ofice to have certificates of com-
petency accepted by procurement agencies. We have also noted cases where
there have been cancellations of procurements after the COC has been Issued.

Word interpretation causes the greatest difficulty. For example, in our cer-
tificate of competency program we Interpret the word "capacity" to mean that
the prospective contractor is able to comply with the required or proposed
delivery or performance schedule, has the necessary organization, experience,
operational controls, technical skill, and production, construction and technical
equipment and facilities, or the ability to obtain them.

(e) Is any legislation needed to strengthen the certificate of competency
program?

It would be desirous to have the assurance that the provisions of section
8(b) (7) of the Small Business Act be fulfilled with respect to (1) rejections
of bids from small companies when the basis for such rejections Is actually
credit or capacity and (2) the acceptance of SBA's certification by procurement
agencies.
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Ini lily H11401iii'l4.1, to I lb u'osoteo Hi nolll~IUOOi 1111 I111eilet Oif the (IOUmniithtee
oil Ititiakilig lindi Uu t14icy, U.N. Hemos, Onl Juimo 2'2, I105~9, 1 eollinesnte(I oil certnuiti
prlpond lg1 gldllltli Whic vel m11 to clii ,1 y Ib 1w ippllciibIlly of certifleat eH of
((iliili('ieli(y lmoiieil by NBIA. lii (!oliiioitiiig oil Ctub begliqsif Iou, 1 (oillied5 lily
relish 11( to lily' OwnVI porm105 11111 V InammIiiih i aH 15#t11l 1ot, iII, Cii thi 51511ilhorIMO
to ml o~init fo ithe Adlliiltot i I )tllI itimi ittN1111 fr.

UtIrIlii prilrt'ellt iigoiilem Iii''i lortiHmi to aIwardl cositrsic C o Fiioill firi
veril lild by HNBA io lttv Inbg Cho1( (5i1I)Ilt'ly to 10111fO-ll ii'Coli 01tU 1511 Isil' (fosllrP-
si ili, i lt'gilig tChat tCteo tirsio uir~e "not remoibo be ieiio of unlti~rt f(ory
jo'iroisiiuio or it prior (01tiii('t. '11o tho oxt~iit. tift tlio proculrement aigenicy
losiko to t ho b1dfli('s liamt. jiirroriiuce onlly 510 ('videnv if'. orietk of Intoit(lty, lii
(lie view% or' tl1,11 iigeiicy Ih Ii (eterl III sssttou 1101 to le~ti('r thio t'iiitrictl I to till
s~ilIle hi lo. 111iITet(!(I fly itio wlHtnelio or it vert i('51to of ('ollpteley.

I iowivisr, puimt 1wiforimiti((' tilm Nt til liiIlcaltion orif t iriii'm Jir'eit ellpiiebty
to peorniii lit( in~oliomeil couitrsio y Io tub ext 'it it to witio io he 'ojse of tvie(
(''i1fiitoi or ('(5111j4toSii(y, 1111( aIwsirslo may13 not, lis Ft'ftimfhl after Iooisifeo oif theo
ii'rtitivtul ( ievai'iiiioi'(f Itb11111 tilosiet~ory psaid Jirforsitinco tintemo the procuire-
1110111L 19iig'lsy (hIVteiV11liii'o Oil th liiuiolo of mulill'it evidence that dlie crt flesi firin
I oekt Inte'grity3.

I hii'btt'ye tbiiit. he1 IoeeVlt. Ifininigi~Lo of thio Stissi I Buim-lne Act oild lIn rter-
jsrett'(li Intib inner, and1( ONil itbietliio h eels nibrsuied l hy tlio C~omptroller
(leiabrl. 'I'Io lolilptroller Uo(ieritt recentlyy N~ conlioldri ng movertil caIoQH SIn
Wilkvlt t11H dsl(t o1011I4 ani 11414110. WOS 1ioj~o 0li1t 11H (100141011 Wvill (iINHOOof the
(IltIHlIoi. If lnt, thim ageiw -Y WotiIII ('ollidr revoiniiiending #in isxpri'm hegimia-
tive prollilili'lit; of thfi (ll4tlictbln between "capbl~tIity" and1( "Inttegrity."1

III 111islltt iiit11r( lo 1401101 ov1'idcetlIlt lit 001110 camem1 (Iovernmncnt firov'llm-fent
oinin'IiH Iiny Ilot Ile 1101.1 ylng tubl sigeiiey of till rejectiono or 1111 misil1HI(' ((511i;en-
('(rihO 1115'liH~o of allegedly lack (if fliittiliiI or techical ('Ij'ilttiity to perforiti the
('olbrsit. Work, 'fhi Conistroller generall lans Inicatbed5 thant whore tMe regiain-
ltbono of the proeureineit tigeticy reqiire tich ntItfllitboii (and1( Its iiioot algencies
tliey d1o) the aigenc'y uitiot cotniply within theme regulatong. hlere lignin, If the
fsilitro to notify HMBA hecoincoj a Fierlotio problem, We will conmlder recommending
tlinat refori to thim agency for certilekatos of competency not be dependent upon
thio willitignie; of tite procurement agency to notify HBA of a proposed rejection.

Mr. S'I'AAT59. T would like to say, Senator Sparkman, that we went
into the question both with Mr. l arnes and with his successor, Mr.
MeCullon. I think the figure which is in the 1961 budget does
represent, it very major increase for this.

Senator SPARKMAN. It is a substantial increase. At least it would
be raising that figure, of 37 to 154.

But lie Sail in the letter, he pointed out, as I recall, that there were
more than 200 military civilian procurement offices and apparently he
th~ouglht it would be good if he had a man he could attach to each
installation or each office.

At any rate, he wanted 200 in that field. The Budget Bureau al-
lowved 1154.

I grant you it does represent a substantial increase over the previous
year.

IDLE WARlEHOUJSE SPACE

The CHIAIRIMAN. May I ask Mr Staats, if your office collects in-
formation on the percentage o# warehousing space that is idle?

Mr. STAATS. I would have to ask Mr. Mullins to answer that ques-
tion.

Mr. MJLLINs. We do get reports which are prepared by the Depart-
ment of Defense. The figures on the civilian agencies I cannot answer
that right now. I don't know. I would have to check it.

The CHAIRMANv. Have you tabulated the resultsI
Mr. Mux~uNs. No, I have not.
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T'1e C[AIIMAN. We have made it tentitive tabulation although we
are somewhat understafed. For your information I nity say from
those reports we find that approximately 15 percent of the overall
storage s)ace is idle.

In some services of course, much more than 15 percent.
Now, we shall be very glad to share this information with you.

We have it liere. Even though we tre ldelstafled we will bo very
glad to lend you an eml)loyeo to assist, in tabulating this material
for you.

But may I ask this, in the budget for the corn ing year is additional
warehousing space proposed for Army, Navy, and Air Force?

M[r. S2r'rs. '[hat bill is I)efore us at the moment, Mr. Chairman.
It has not cleared the executive branch.

The CHAIRMAN. We will be looking with great interest at that,
military construction bill.

Mr. S'rAXs. We will be very happy to have that information. Does
this information reflect a fairly recent picture?

The CHAIRMAN. They are figures as of ,June 30, 19591.
Mr. S',x,\TS. Thank you very much.

INACTIVATION OF DEPOTS

The CHAIRMAN. Now, we do have a schedule of the inactivation ofdepots:Army, San Jacinto Ordnance Depot, Tex. (disposal) 512,000 square
feet.

Marine Corps, forwarding annex, Islais Creek, Calif., 444,000 square
feet.

Air Force, Montgomery Air Force Station, Ala., 1,140,000 square
feet.

Slack Air Force Station, La., 570,000 square feet..
Baton Rouge Air Force Station, La., 988,000 square feet.
1962 Gadsden Air Force Depot, Ala., 1,551,000 square feet.
Memphis Air Force Depot, Tenn., 1,913,000 square feet,.
Shelby Air Force Depot, Ohio, 4,674,000 square feet.
Topelka Air Force Depot, Kans., 3,203,000 square feet.
Prairie Vehicle Storage, Miss., 1,643,000 square feet.
Do the figures not seem to indicate that the depots never should have

been constructed.
Mr. STAATS. Are these all cases of vacant or excesses?
The CHAIRM xA. No, these are depot inactivations, scheduled for

1960 and 1962.
Mr. STAATS. I think Mr. Schaub here can comment on this point,

Mr. Chairman.
Mr. SCIAun. You are talking on a subject which we have been cru-

sading on for a number of years, to get deactivated and disposed of
some of the stations and posts and installations which we feel are no
longer essential to the military requirements.

As you probably well know, that is a most difficult decision to make
because you have to determine that an installation is no longer needed,
you have to provide answers to all of the people who are employed at
that installation; you have to provide answers for the Members of the
Congress for their constituents and you have to be able to stand up
and make sure that your decision is right.
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The CHAIRMIAN. Seven of these are Air Force stations. Do you
have any information as to when these were activated originallyI

Mr. ScITAU. No, I do not.
The CJAIIIMAN. We wvill submit the list to you anid ask to have that

supplied for the record. The only question fL want to raise is, is not
this evidence that these depots should not have been constructed in
the first place.

(The following was later submitted for the record:)

Dates on wh'ch Air Force installations wove aotivates

Inatallatlon Date
Montgomery Air Force Station, Ala .------------ 1944.
Slack Air Force Station, Shreveport, La -.-...... Originally was Army installa-

tion. Some construction as
early as 1942. Transferred
to Air Force In 1948.

Baton Rouge Air Force Station, La .----------- 1042.
Gadsen Air Force Depot, Ala .---------------. 1943.
Mallory Air Force Station, Memphis, Tenn.-. 1943.
Wilkins Air Force Depot, Shelby, Ohio --------- 1943.
Topeka Air Force Depot, Kans .--------------- 1043.

Mr. ScnIAuB. That is pretty difficult to answer for this reason:
Most of these stations, the construction is geared to a requirement as

the military feel they need today or for the foreseeable future.
It is geared to Air Force construction. The Air Force, of course,

took over a lot of former Army installations as part of their picture.
They went into a very strong, large program of building up a new
service, airfields, in quite a fe,' areas of the country.

The requirements change over a period of time and those stations
then become obsolete or unneeded.

Now, the Air Force in our opinion has done a very excellent job
of trying to reprogram this problem and use the facilities that they
have available. There will be those things that were built, maybe a
few years ago, that are not needed now.

The CHAIRMAN. Now, I like to throw out this word of caution
about the immediate future. If at least 15 percent of existing storage
space is idle and if these stations are being deactivated, what excuse
can there be for the inclusion in the current military construction
budget of additional warehouses in the continental United States?

Mr. SCIAUB. I don't know. I will have to check that to find out.
The CHAIRMAN. Is not the presumption against additional ware-

housing space in the current military construction?
Mr. SCHAUB. I would think so, sir.
Representative CURTis. Might I add there, particularly as you have

a program of getting rid of an awful lot of your surplus property
which is being warehoused now.

Mr. STAATS. Mr. Chairman, may I make a suggestion here, that in
view of the information which you have made available to us here
and in the light of the fact that we have currently under review the
military construction bill for next year, we would be willing to submit
for the record an analysis of this.

It may be in some cases the economics would favor new installations
even though deactivating an old one because of the location of it,
but this would have to be determined case by case.
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(The following is made a part of the record:)

No warehougo eonistruetion Is planned for depots but tile following tire plnfliied
to serve the local needs of the activities Indicated:

Warchoustnv pro lc8s proposed for an tho'rication by the Department of DofonseDn fisoal year" 1901
Arny: iq,1aro feet

Walter lo d Army Medical Center, ).0 ---------------------- 80, 000
Fort lragg, N.. (9 separate storerooms) --------------------- 28, 400
Fort Allen, P. ------------------------------------------ 8, 000

Navy: Naval Air Station, Lmoore, Callf --------- ---------------- 40, 500
Air Force:

lBuntker 1lil1 Air Force Base, Itd ---------------------------- 20, 005
Patrick Air Force Base, Fl ------------------------- ------- 80, 000
Eglin Air Force Hase, Fli --------------------------------- 83, 750
Classified location, overseas -------------------------------- 20, 905
hinot Air Force ise, N, Dak ------------------------------ 21,000
Andrews Air Force Base, Md ..--------------------------------- 60, 000
Columibus Air IForcL Base, Miss ----------------------------- 20, 000
)ow Air Force Base, Maine ------------------------------- 41,105

Various locations (11 small warehouses) ---------------------- 47, 501

Total ---------------------------------------------- 447, 120

The above warehousing Is needed for the normal operations at the In1dividuln
stations listed and represents specific requirements for their assigned imissionis.
As will be noted these are compratively small units of warehousing, whereas
the surplus warehousing In the general depot system of the departmentt of De-
fense are generally large ouits which will not meet such specifle requirements In
ternis of location or economies of operation.

SURPLUS i)ISPOSAL OF NEW AND UNUSED MATERIAL

The CHAIRMAN. las the Buretu of the Budget given any attention
to the fact that property which is declared to be surplus is frequently
new and unused

Mr. STATs. Yes.
The CHAIRMAN. You are undobutedly aware of this monthly cata-

log issued by the Department of Defense, Excess Personal Property,
whlich comes out monthly.

Each monthly volume comprises about 250 pages, each page has
about 120 items, so that there will be issued 30,000 items, roughly,
monthly.

While this conversation has been going on, I have been picking this
book up and looking at pages at random. Here is page 117 of the
index for the current month, January 1960. The code numbers of
N-1, N-2 mean new or unused, excellent condition or in good condition.

Running my eye down over the page I would say that all except 8
or nine of the 120 items are coded as either N-1 or N-9,; therefore, now
or unused.

Now, I choose at random another page. Here on this other page I
find very few N-i's or N-2's.

I pick up page 44 and every item on page 44 is either coded, so far
as its condition is concerned, 1-1 or N-2.

In so many cases these seem to be items which will be needed for a
period of time. The question naturally presents itself, Couldn't the
Department of Defense use these items instead of declaring them
surplus I

Isn't there a too hasty declaration of surplus?
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In Congressman Curtis' phrase, aren't lhey throwing f. lot of good
stuff in the garbage can, which could be conserved or used iand is ttere
any'didenco that at the time these items are being declared surplus
other itAifl1 of substantial nature are being purchased in the open mar-
ket the purchase of which could be dispensed with if there were a
better utilization of existing equipment?

Now I was not a great ad inirer of Calvin Coolidge but one phrase
he used I think is pretty good advice for families to -follow and pretty
good advice for a nati)n to follow: "Use it up, wear it out) make
it do."

Mr. STAA'VS. Or do without,
The CTAIRMAN. No I am not saying do without.
Mr. S'TAA'rS. I think that was the rest of his phrase. If I might

make it general comment on this and the specialists in this field would
have to add what I say. Mr. Mullins, I know, knows more than I do
about it.

But there are three general types of situation which bring about
this overbuying or obsolescence that you refer to. One is the case
where just because of human error there is just plain too much.
Somebody made the wrong estimate.
The CIAIIMAN. Isn't there a bias in government service and in the

Defense Department toward overbuying? That is in the normal
statistical error there will be as much tin erbuying or overbuying.

But isn't there a persistent bins in favor of overbuying?
Mr. STAATS. Without saying I agree or disagree, with that, I would

like to say we would have to add in two other types of situations.
One is where you do have lack of common specifications, where one
agency buys on slightly different specifications than another. In this
area Ithink we are making some very good progress in the Depart,
ment of Defense. The third type of situation is where items really
become obsolete, that is where it no longer is really economic.

The CIAIIMAN. I picked out the N-1 and N-2 items which are
declared to be in good condition.

They are not airplanes, these are not missiles. They are handsaws,
they are hammers.

Mr. STAATS. There is a very good program for use of these mate-
rials by the other agencies. The steps I mentioned here today of re-
moving the requirement for reimbursement is going to be helpful.

The CHAIRMAN. Mr. Hangen, a very fine public official, testified yes-
terday that the value of the transfers amounted to about 6 percent of
acquisition cost.

Mr. STAATS. I am not familiar with that figure.
Representative Cumns. That is high, 6 percent. There is a 2 per-

cent on disposal.
The CHAIRMAN. That is sale by the Government. He was speaking

of interdepartmental transfers.
Subject to check I think that was his percentage.
Mr. STAATS. Is this supposted to be 6 percent of acquisition cost?
The CHAIRMAN. Yes.
Mr. STAATS. I am not familiar with that figure.
But I would like to say this, that after there has been a determina-

tion of need by all the agencies and after the donation program has
been accomplished, in many cases we are still money ahead to dispose
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,of supplies than we would be to continue to warehouse it indefinitely,
wich I requires nupower and warelhouso space.

The CuAmIRAN. My point is, is there not a lot of material which is
scrapped, which is thrown into the garbage pail which could be used
up with a corresponding reduction in the volume of current l)urchases
and an attendant saving to the taxpayers?
Now I believe in more combat strength. One of my criticisms of

this administration has been the feeling that our capacity to repel
limited, geographical accounts of aggression has been unduly re-
stricted.

I feel I know something about that and I feel I am correct in that.
I do not approve of the cut in the. combat strength of the Marine
Corps or the Army. I am not thoroughly acquainted with the mis-
sile program, but I am inclined to believeithat in the actual con'truc-
tion of missiles we should speed up there, too. But I believe thtt we
should sweat out of the waste in the Army just as much as we can,
in order to transfer these funds to actual combat functions; in other
words, that we should eliminate t he fat in order that we may get more
muscle.

Unlike Congressman Whittei, I do not think I would decrease the
total al)l)rol)riations for the Department of T)efenise, but I would have
a better system of priority within tle Department of Defense.

If the meed for more national defense, for greater capacity to repel
limited acts of aggression, is to be piled on top of all the existing
waste, then the burden does become staggering.

Mr. STAATS. Mr. Chairman, I would like to ask Mr. Mullins here if
lie would comment on that.

The CITAI,MAN. Certainly.
Mr. STAATS. I would call attention to the fact that we are making

some progress in this field even though we may have a good distance
to go yet.

In the table which I have presented here this morning, part of the
thought was to shov you that we have drawn down these revolving and
management funds i4 an effort to put as much pressure on the use of
the existing equipment as we can.

CAN'T UNDERSTAND WIlY SOME PROPERTY IS DECLARED StRPLUS

Mffr. MULLINS. I would like to say first that I too, have looked at
these lists as you mentioned and, in addition to that, I have gone into
the field and examined some of the property. I do not see how anyone
can see some of that property without wondering how we got it, how
it happened.

The CHAIRMAN. You mean how it was originally acquired?
Mr. MuLLINs. How it was originally acquired and why it is being

declared excess.
The CHTAIRMAN. That is the second point that is very significant.
You cannot understand why it is being declared excess at the present

moment.
Mr. MurL.LiNs. I mean you will see things like window glass, for

example, about as common as anything you could imagine. This is
one of the reasons why I have been saying for quito a while that I
considered this excess and surplus property problem about the biggest
administrative problem in the Government right now.

The CHAIRMAN. I have felt that and Congressman Curtis has felt
that for some years.
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Mr. MfULLINS. Now, to take the first part of the question and go
into why we got it, I have found it a little bit frustrating because if you
find out that it was caused by a mistake, it usually is a mistake that
occurred so long ago that you cannot find out who it was or how it
came about. It, is a hard thing to nail the responsibility down. This
not only is a problem for the Bureau of the Budget; it is a hard thing
for the agency itself to get ]told of it by that handle.

The CHAIRMAN. I am never so much concerned in pilloring people
for past mistakes, may I say, because we all learn. But I am anxious
to prevent present and future mistakes.

ain shocked as I go over these monthly indexes, as you have been
from your field inspection, to find these items declared surplus when
they are either new, or unused, in excellent or in good condition.

Mr. MuiJTNs. In response to the second point that I think you
made; namely, why do we not hold onto it now that we have it, ad-
mitting that tiere may have been a mistake or a change in program.
Anyway we have it, now why are we getting rid of it? I believe that
was your second question.

The CHAIRMAN. Yes.
Mr. M ,maNs. I think my advice would be to put that question right

alongside of another question and that is the other side of the coin;
why are we hanging on to some of it, so long?

Because b)oth types of things can happen. I am thinking of an un-
willingness or a slowness in agencies to recognize that we do have
too much of an item with the result that we spend too much for ware-
housing too much for taking care of it, and it gets shopworn. In that
connection, one of the problems we run into is the fact that a lot of
tie stuff that is classed as N-i, if you get out and see, it is not really
N-1 at all. For example, a case came to my attention just the day
before yesterday, from Mr. Bean in GSA, in which there were several
thousand rolls of friction tape reported excess and described as N-1.
But the tape was 8 years old and it would not stick to anything. It is
true nobody used it before. It was new in that sense, but it wasn't
new in the sense of fulfilling the needs of anyone who would have a
requirement for friction tape

Representative CURIs. On that particular point, that point that it
had been sitting around for 8 years, would also suggest some error
in the supply system some other place, probably in the very begin-
ning in buying that much, but in buying quantity you have to think
in terms of when will it wear out.

I remember down in the Atlanta General Depot we ran into ware-
house space filled with dry cell batteries. They were all N-1 but there
were thousands of them all deteriorated. They could not have possibly
been used at the time of procurement or any other time before deterior-
ation. I just throw that in.

Mr. MULLINS. Yes.

THE BUREAU IS TRYING TO GET TO THE ROOT CAUSE

My attitude on that point would be that it is a question which should
be looked into but you should not draw conclusions to that. There
might be another explanation.

The CHAMrAN. Have you looked into the question as to whether
at the time these items are being disposed of there is a simultaneous
purchase of substantially similar items?

Mr. MULmNS. As mentioned in the statement which Mr. Staats
made, one of the things that we are doing is to determine how
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waillable from xetes0 If they lid, why ? ecat di lere, are so11
legitiliate 'easols W'hy this eau oceur. I really 1p)01 Ihalit. by this
anal'si z we will for Ile first. lime have a hold In this problem Ihat
will'give us some dellinilivo idea of how prevalent, it, is til(] whiat, I'le
reasoi1s a1, for it.

One of thilt tlhiii. that I have found in t-racing bac1k soin of these
eAses in the past has ebell that. when you find the itel tlhat was pil-
chased, you find it. wis not. pul'chased lit. fli Santo ti1t1 tltt the
prope't N, was ilable firom excess; it was it week or two later. There
was a limo gap and under the current plan for disposal of excess, it,
only allows a relatively short, time for screening. If it purchase is
mtadle after that., givenl'the systlm that we now have, no one made a
mistake even though the result was as you described it.

So I would say we certainly need to get. at the bottom of that prob-
lm to find out to what extent there is procurement in place of using

excess. But I think that. equally important is the other point I men-
tioned: the importance of declaring excess fast. too. Delay is just, as
bad an error and, if anything, more prevalent tihan excessive speed in
reporting excess.

The CTAIRMAN. With 30,000 items, it is obviously impossible for
this committee to conduct the study that you suggest.

I asked Mr. Ward to turn the catalog to hammers. I find an item
of hydraulic hammer which would cost $5,000 and which perhaps
miglt. be excess. Here are two types of hammers, G-25120-241-3575,
manufactured by Anderson & Co., unit cost of $1.85.

That would not seem to me to be a very esoteric hammer, but the
ordinary type of hand hammer. It is marked "N-2," which means it is
new or unised in good condition, 209 quantity declared surplus.
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Now liero im itnothr liminr, Z-t1I20-608-5518, cooper bIrrol ham-
ller, cost $r). 'ihai i a little Ihit more ritzy hiarimer. It, is marked
"N--2" 1,nd 4,10 aro deueitid siirpltis.
Now I would think liat, liamers would be used by tle military

(or'vi(em 111( it would not be liece411ry to )urchilse it large uIlmber of
D1OW 111lll1r8 Dit lonig 11 tlieso were it 11111)1is.

'l'herte a'0ltl liinds of wreich'ies( nearly all of tliii minarked "N-I" or
"N--2."' Tioso are being declared 1 r-1ti1.
Tero itre towo pjigeg of bolts, in large (jliatithie.
(laslkets, iult, piin, rings, screws, rings, washers. Lumber is

deela red 8urj 1 un, soime N- 'i4, ill (filto ltrge q11nititie..
Yoll Inilllltolle1(l ghtsH. 1 ei it gro) I) f N- '2, quantiies 275 in-

dividual piece s, 8 1 idividil1 pieces, 791 individuals pieces, 104 in-
dividutal pieces fill imirIed "N-2.."

Sleet glass, (Iouble streglt N--2, fi89 units.
Windows, a iiummir of tran..nitters, dotighnut racks dishwashing

maci nes. Tlhilc what it great labmr-saving device d ishiwanhi fg m1-
hiine would be and coild release lhei services of recruits for drill.

Mi'. MlIj,iNH. Were there fifty excess I)ispose-AllI?
T10he CJAIMAN. I)ishwahing machine, 20 of them. A doughnut

mualithine. That, dishiwishiing nmclime, 20 flits. is N-I, never used.
Food mixing machines, pans, adding machines. 'hoso are some-

What., . 'Jyl ewri trn .some are use.

Ifero i a stencil-cuttig machine, N-I, on page 246.
'I'hero is great need for si eicil-(.utting il order to distribute the

I)aperwori.
Inlc-goo(lness, the military certainly needs ink. This has become

1iliniost, i collibiat, ttaterial.
1fIr. STAA'rs. Red ink ?
ThC CIDAIRMAN. N-2, N-I, N-, iik, paper.
I-low could we conduct the aft'airs of the Defense, Department with-

out paper? There are large quantities of it. On paper I do not think
it I11s to b immitacilatte, 1 think here could b1e a tainin or two on the
paper. It should not b declared surplus if there is a slight blemish on
the purity of its whiteness.
Tape. I do not know whether thiis is redtape or not, but certainly

there will be an unlimited need for tape. Yet this is being character-
ized as service.

A French horn, a saxophone, th.!; is a great military weapon. Or-
gans, 14 organs. That raises some very real questions about the origi-
nal acquisition.
What is a stroboscope? There are 66 of those. Can any musician

in the audience inform me what a stroboscope is?
Accordions.
(Off the record.)
The CHAIRMAN. Boxing gloves, backgammon, and checker sets.

Here is a trainer bicycle, originally acquired at a cost of $200, now
declared surplus.

Scrubbing machines, gas-driven. Vacuum cleaners.
Then certainly a lot of raw materials. Linseed oil, 825 gallons.

Large quantities of paint. Large quantities of paste. Quite a quan-
tity of shellac.

Titanium dexocide, 16,381 pounds.
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Boxes, cylinders, cotton cloth which we have referred to before.
I read yesterday some of the lists on clothing. Rubber, one item,

21,826 feet, No. 2 condition. Another, 25,822 feet, No. 2 condition.

SURPLUS PROPERTY-mOST NEGLECTED JOB IN THE GOVERNMENT

Now I am just a U.S. Senator, Mr. Staats, and Congressman Curtis
a Congressman. We really have a lot of things to do. We cannot
spend that time scrutinizing these lists, but I would think you would
scrutinize the list and make up your mind as to whether some of these
should be disposed of or whether the services should not use them up,
wear them out, make them do, and cut down the volume of current
purchases.

In my judgment you could save billions of dollars. It is the biggest
task in the Government and the most neglected task in the
Government.

Mr. STAATS. Mr. Chairman, if you would like me to respond?
The CHAIRMAN. Certainly. I only indulge in temporary monologs.
IMr. STAATS. I would say that the record will show there have been

a number of moves made in last year to promote better utilization of
this equipment.

I think you may or may not be familiar with the program worked
out with the GSA to reduce the time taken to circulate the agencies
on these items you referred to here.

A year ago, as I recall, the time ran something like 244 days
to complete the process required, some of it by law, to circulate all
the agencies who had possible requirement in this field. This is being
reduced substantially.

There is a good deal more than needs to be done. I think a list
of this type is perhaps misleading in the sense that it does not indi-
cate where these items are. It may cost you more to transport it
across country than it would to buy the new item the other side of
the country.

The CHAURMAN. It does list the State in which they are located.
That is the first column.

Mr. STAATS. The only point I would like to make is this-
The CHAIRMAN. The code numbers are given?
Mr. STAATS. Right.
I would make this point: We all agee there is a problem here.

We are all working hard on it. I think the cooperation of this
committee will be very useful to us in this respect. But I think
we ought to look at this on a case-by-case basis rather than a gen-
eralized approach to it.

The CHAIRMAN. You are saying you cannot discuss the thing gen-
erally without specifics. I am trying to supply some of the specifics
that you get from a careful examination. So when I talk in general
terms, you say you have to talk in specifics. When I talk in specifics,
you say I have to talk in general terms.

Mr. STAATS. I think you as an economist would recognize in some
of these cases it would not make good sense to use it il you did not
need it, and if it is going to cost you more to ship it and transport it
than it would to sell it locally, it would be better to dispose of it and
then repurchase some place else.
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URGENT ,NEED FOR MORE SINGLE MANAGERS

Representative CURTIS. The point is this: I personally have been
in this 10 years in the Congress and the same kind of testimony we
are now getting is the same as we had 10 years ago. The review
of these lists over a period of years has always pointed to one thing,
among others, but certainly in the common supply items, that we need
single manager purchase.

I think that is your conclusion.
Mr. STAATS. Well, two were announced in November of last yenr.
Representative CutTIs. Exactly. It was announced back in 1949,

1952, 1956 and 1960. Here is why I am showing impatience.
We think we know what the answer is and we thin k we know how

to correct it. The Congress has written the law three times saying
how to do it. Invariably the Military Establishment. not the civilian
leaders because it has been true under previous administrations as
well as this, so I pin it back on the military leaders; they have figured
out every excuse under the sun for not complying with the law. We
are up against the same process now.

I do commend what has been done in the past year and a half. I
have followed it a little bit, and I know vhat you are about to do. I
hope that we can continue. But we know what the reasons are that a
lot of this surplus is in here.

I agree with your statement, we must recognize that if we think
these horrible examples, as they seem to be, as we examine into them
many times, there are good reasons for it happening. Sure, it is a
mistake, but it is hindsight that tells us it is a mistake. But on the
other hand so many of these things we go into, we find that there
are no good reasons foresight or hindsight and we certainly fail to
profit by our mistakes.

I have heard every excuse, I believe, that an admiral and general
can dream up by themselves and with the help of competent staffs as
to why these things have existed.

I again say in many instances the excuse and the reason has got
validity. But after analyzing all this, we have gone to the idea that
single procurement is the way to cope with it. Now, what distresses
me, I am glad we are going to single management, but now we are
getting a whole series of single managers because each military estab-
lishment is insisting on its little empire. This is not real single
management. It is parceling and it is subterfuge.

If the Army gets this, why the Navy gets this, and the Air Force
gets that. We are going to end up in this thing-I still want us to
keep going this way rather than to stand still-but we are going to
end up with I do not know how many single managers for how many
various items.

I saw the projection on hardware items yesterday where paint goes
to the Navy and hand tools to the Army, just so that they can pre-
serve their empires.

Perhaps I can see some reasons, because of a personnel problem,
where if the Army has a lot of people trained in supply and the Navy
has a lot, it would be a wrong thing to completely shut down a supply
operation and lose the trained personnel. But that is not the reason
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Itht. 1 have seen lmhind this parceling out that is being indulged in.
''lhero 11l-e ways of satisfactorily handing the personnel problem that
I poswd.

If I many, let us get. to this problem of paint because maybe through
that. we , tiN seo that tie .11110 Iistakes are going to ho roI)eated.

1i the Navy, lndling t1e 1)rocurelnlent of paint, is it, going to han-
(le dlist ril)Ut i)n also? Are they going to set, up a whole set of ware-
11o1ses and a (listrilbt ive systel for )aillt, which is a common use
item, when we already have a, civilian distributive system setup?

SING,E MANA(UI PLAN 1 A SIE'P1 FO1,RWAR)

Mr. STvrs. Congressnman Curtis, as I pointed out in my statement
here, we feel that, this movement, toward a single manager is a move
in the right direction. It. may not, be the final step in this field, but
if you move too fast, in this field one thing I think we have to agree
on'is tlit, it. can eost. a lot. more money if we disrupt the existing sup-
ply eont raees and existing warehouse arrangements.

FOOT )RAMOOINO

Representative CURTIs. That is the old, wornout excuse; "we must
not iIoVe tOo fast."

I agree that that is a perfectly legitimate comment,; you can move
too fast, 1)11t-, I regret. to say it. has been used as an alibi and a method
of stopping g any movement..

Yes, I do not want. to move in such a way that we do not know what
we are doing. but I again point out this hs been 10 years that. I per-
sonally have been following this thing. The only movement we seem
In gzef is when the Congressmen or Senators (-all take time out from a
lot of the other things to exert. some pressure.

One r ason for these hearings, and I hope it may come about, is
that maybe if this committee will keep cognizant of this matter and
keel) pressuring, something will be done.

Look at. the history. The Bonner committee did this. The Hoover
commission pointed out, all of this. But, the Bonner committee went
out of existence and the Hoover commission went out of existence.
All the various Assistant Secretaries and Secretaries, and many of
then were interested in doing this, and getting it accomplished, they
hve gone on.

I have heard military officers say if you get somebody who is going
to push us around, just.trelax, they'will be gone in a year or two. And
Congress' attention can be diverted.

I-Here we are concentrating today on it. But we have lots of other
things. I guess their hope is that. we will be diverted again to some-
thing else. It is the continuity that produces the results.

TIE BUREAU IIAS TIE RESPONSIBILITY

The CTTAl1%.arAN-. And you are the agency which can provide con-
timuous direction, supervision, and correction.

Representative CUnTis. That is right; that is the Bureau of the
Budget.
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Mr. STAATS. My purpose ii. listing thesevarious things. we are in-
volved in is to show you our int rest. in this field. I will IiSsiiil' you
in ill good faith thatY we are concerned about many of these problems
as you are. We welcome the kind of criticism and airing out of this
problem which this committee is providing.

'ihe CIAXUMAN. What studies are you making in the Bureau on
this question of the better Iiandling of surplus?

Mr. STAATS. I listed several of them in my statement, Mr. Chair-

Tihe CiAIRMAN. On procurement.
Are you inakin studies onl single management?
Mr. TSrAvs. Y esI with respect to the single manager plan, we have

been reviewing that problem continuously with D~efense. I think they
are going to be prepared this afternoon to show you the various areas
that they are moving in.

lhe tiling that I would really like to underscore as much as I can
here is that this is not something that you do overnight.

Now, I appreciate the fact--
The CHAIRMAN. 'Ten years is not overnight, Mr. Staats.
Mr. STAArs. Mr. Chairman, I think I have been identified with this

problem about as long as anyone, having worked on this during the
war, and I took the lead in the development of the Federal Property
and Administrative Services Act of 1949.

The CHAIRMAN. Which was canceled by Executive order-
Mr. STAATs. No.
The CnAInIAN. The vital sections were canceled by Executive

order in 1954.
Mr. STAATS. That related only to the procurement on common sup-

ply items.
Representative CurTIs. That is one of the biggest areas.
Mr. STAATS. No, sir.
In terms of dollars, the common supply items are relatively small.
The CHAIRMAN. It is one of the fields in which GSA coul ddo the

most.
Representative CuiRIs. It is one of the fields, I might say, if we

really put what are common use items into it would be the biggest.
I would not say the biggest, but one of the biggest, food, clot thing.
Mr. STAATS. The single manager plan, four of them were adopted

in 1955, as you know; the next step on it was in November 1959.
I hope personally that we will make a lot more progress the next

year. Personally I am going to try to see that that happens. That
is about all I can say on this point.

Representative Curis. Well, I might say that I personally think
that in the past year and a half there has been progress made. I am
very pleased with what I have heard and we are going to hear this
afternoon, I might say, but what disturbs me is the fact that the indi-
viduals here will see i, but then time will pass and there will not be
continued pressure. I suppose until the leaders in the Military Estab-
lishment themselves decide that they want this to go and really stop
this business of trying to thwart it, we are going to continue to have
this trouble. But maybe we are getting this thing over the hump.

I would like to ask some specific questions, if I may.
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ADI-3111t1Is RiDIiiNO El UNIuI1v'n 'n I 1iIE 1

$unnt lor 1)oltglnsI wils V~ol it.ilig ollth is~ proluii iiu 1ii( yeIn w1go-
InIt I (,ot Ia I uIlls Its opI) osotI (40 'o It I'llc (1. by advvrt ised bid. 1,h10 r-

11tlu to this4 %,on, d11lii l nit-souiiiul [)r()1.)1li, we hallve of military
ollcot's oilongitblil"s 111 ;11t ioDrlg

14%l i II 6,111oll. i i liightadd, I ho pr-obh'ii of A.ssistia at. Hveru-
It rit's of I lie %vIliol) I )oliso u)1'.1u1 boitig a.socilitu1 iit'li fit'is

thalt. sell to lkifuuiso.

Tito III-gtimiit Oilt( wo waslo thul filltits of tiifil t lrwpoplo %%Ive dlen
ivt ii'u if I hey ni'm ntot. ill tho floid inl which thloy U1'uo now kllowh'dgalld('
is it valid 0110, t111t. it is till thu hi1lo l'sl 01Why tis pr-obleiii of aId-
i'ei'tis(Nt hidvisi 11I5i8 iiogot-iaittd bids should roveivo Ililr attoution. If
it, it; til advrt lisod bidding it. does Itot. Iitll IoP h o 0 tho rullat-joti-
Sipj is ho tonIho prolurig ligouny luli thu1 suitor.

Curt tilyk W1NOl 30 AM, illt 0 ltgotit(Ml formIls, whlich is it dolieflt4'
11)1lhod, t his IN'latlionsilip jwoblui becomes ( Iiite nteat 0.

I wold Ilhilak th1M. t AiIIuai otf titi' .(lget, il0 olgiloIls
big artuas of p1ol ivy, Nvoumld iai lviug lit tettiollto ii l oIig111(0 of lis
lto, ii '1 iii V01W 011 it of advINisor-s to tiii, 1'poesideiit.toIht ilc.oft,

Wold v-onl IIIIo ally cowio ilv ()t Oint.? .1 haveo othuri points I woitld
hi1k to nmiak%.

Mrp Vs. '1'hi' otl y conlimnon't-. I ould li ke to~ 11111u is thatl. we
MVP0~ 4Vig 1110 ti.i'Ost'd III I ili 101 it) t11is Ilit ful i d 1Ia llo )o a yeart fr'omi
nowV, if yoll hiol t hiso livari tigs aigiin, 11t. lntw will bo ill it posit-ionl

~Roix't at ivo, (Yii'ms. QO pracit icil suggestion Militt 1 have maide to
flt, Miiar F'11W latisiih1ts lild othliots, bilt \iViliell I would 1io o11(0 11)Muik
hIoi'o 1,ulibi jt , is thlis: 'I'lik1( it10 lo t I (lie l-11i0IiIitn)'litices 1180(1
ill 11n1dinig *flt ttoiio siIl)IlIilIide 111101lAiirlll lic ko\vor. '1'hue
I Illiderst and, acceord ing to his test innoll', I Ito groait 1)111kC of tle pi'ocur-
moint. w.as donet tilhroligi advert ised bids, by breaking it; (townl into
(101'o~iIOlltl p11150ta. 411114. t Could 1)e donle.

Cort a jlyh if haitt is (P110 of it11(111 it1II 11)1t1111ilil ru le, thul sit11110 teelill i(I 1115eolid be elmploved inl almost anly \won. 1)O1 Wo call Conleive of. ,lven,
a 111issi1e is coitiposed of mlanly tilings I int; probably could be proctii'eo
thr11ough advert ised bids.

l'u your colltractinty would ho. through tho prime Contractor So
wt, retiW gt inito the larea. Of insisting thait the piii contractor in
(Thverneiit. business 110 tis kind of inetlhod of )i-ocltirenuemi.

Mr. %Smr.I1s. This is the aplri'lch that I wais suggesting t few
m1inlutes a go.

RIepsenttive CUiRTIS. I know you were.
I Wias emphaiiig~ it. nnd dwelling onl it because I think since 1951

wie dlid have a nice upturn ill tile percentage of advertised bids. Since
t len t here has been a decline.

-Now this committee, of course, cannot be dealing in details. The
only reason we mention (detail at all is to illustrate or examine into
broad policy.

In this thing, one way we can follow it is through the percentages
of advertised versus negotiated bids. That figure we can follow.

Now vou mnent ion in here that, you are working with GSA in relax-
ing existing policies under which agencies are required to pay for
excess property transferred to them. Now I gathered, though, from
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30111*. ((11111 ifyilig sii(lelif~ 3'01I are f*'ot, P11lain lg it, to 111(1 ('xlet ('llat,

A1i1 I corev)
All'. S'rAM-'rs TI m iN (()l'(eU.

-IN ej yttie C itinis. Sotfliiul. we will k~now flial, it is going there
MIr. S''~r.We will k nlow it. inl review i ig I lle I )II(Ig('t III1(1 Ilm III

i'oj ) i oflon co Jll hll 1iv Will bo av ised its t~o )low 11111Cd) propl)(Iy IS

'I'lit (iiilieciify ill Ole 1 1141, 11i1. 1101 fhit ill 10 11111111F C'111.4 if $11ip cost
is I-i' i Ively lI 'HIIIv 1111,1ii ('hley Ayoil](l go ont if ll eir 1'11f1111(1 Ilul ily
i'1.hiet1o, ' tu 1 i llh l I' Hi l 1 illii l causes ('18'Ste-y d(I li't, ha1ve t'lie

Itv1iC('O iti s low, '.1Iio ownl)lg it r('licy 1111(1 to hold it. ill stoI'ge or dis-
IOH1 of if,. 'Ili i p)liii 1111y iiof.Iue 11 Ie'8111 114 We IlOJ)(e it, Will be;

Wev mi -'e i1i'iedI the ofi.i for 10 yea vs iiii(1 we feel thiat, it, is wvort~h

Repi'esei ft g e (iuln-im. J 11111 Very hut 1ppyi Ill~olf. it. anld Ilo1 f'lint
Oiii wSi'ill be dlit ill i'ehuitioui to it. i'M1) )rmi sil of Ow F tilils(. of stock hind~s.

Now, we Iivax itii i' esti iig (Ievolopmii('hi I hieie where thle Ai r Force
.1 tlil Ii (..11 Hiock fillil lg iiboii, :3.8 )ei'('1t 1111(1 O t01 lier treServ-

lit levjlilie job).
Now slioc 11111(18 (cost illoney1. 'Ili(' wiole tilory, its .1 understood,

of it siovCk flli was f'or filsil iuoVihg items. You; pl)PY it to someI-
!i Iing tis slow iiioi ig fIiild d i('l'1 iH )to 8111181 to it. It, is all UCcooint.A
I ng proed tire (0 I it r11go d egreve. So Iii is is I lie kind1( of tlii g 11thi I.
1ir-11 3'olI are getting into, too.

1Ia yve yotu gotintoi I lie r(e'1i1(11o1, l'cuills we81 W11re I walking t here.
of l iiuyhe $10)0 in ill loll fI hl. we call j)ieI 11ip righit. hlow if) savings if
I111181 si ovl( funls 11111 unot. being isel right and1( we do not need thlem.

Mrt. S'rA'S. NM1'. SCII11,1l) Will r'('Sl)Ildl to N'oii * (fIlestioII.
NI '. SCII 1 ui. We haJIVO 8111 loried stoec fundls right along. not. so

muchel front li hstand(point 01i th1uyer-seller re(latiofliip its it (device
to gel. oil1 top) of thlis inivenutory l)1'leni whichI wve are So coI1CCI'fed
ahoi . If. Ns served1I it 1 very 1 Ile llpupoJse in thiat respect.

If youl will heui' with me ' Ist it minutae, I will give yol it little suim-
iii", of tHep history of IOhis.
Tie inventory o;f hi 1 0, 1953, wits $3,897 million.
Fi'omuJily 1' 195:1 to .Juine .30, 1959, the net inventory capitalized

wvits $11,687 'iihion. akin riL total of'$1,5."84 million that was capi-
tatlize~d initially in the fuid.

The inventory its of ,June 30, 1959, wits $8,362 million, a reduction
in the total inventory of $7,222 million.

Now, the disposition of that so-called long supply is broken down
with sales without replacement, donations, losses and disposal of sur-

9lus property, price adjustments, and it is estimated that there will be
3to $4 billion in the existing inventory still to be disposed of over

requirements.
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Mr. STAATS. If you want to extend it to the other agencies, some of
them. are different, too. I don't see what conclusion you can draw
from it.

Representative CuRis. I am very disappointed if you do not, but
I am not going to argue about it. I think it is a very obvious con-
clusion.

I am very worried if you cannot see what I am driving at there.
I do not know how we are going to get on top of these things if we do
not, pick up these areas were we see large differences like this one
and ask the logical question of why. When we are searching for a more
correct system these are the leads we must follow.

If the Air Force says that their handling of this is efficient and
does an adequate job, then the arguments in behalf of the stock
funds, that it is necessary procedure, as presented here, will fall by
the wayside.

AIR FORCE RELUCTANT TO ADOPT STOCK FUNDS

Mr. SCHAUn. We have supported the Comptroller's Office of the
Secretary of Defense to try to get the Air Force to adopt this proce-
dure. The Air Force has not seen fit to do it.

Representative CURTiS. What reasons do they give?
That becomes an important question.
Mr. SCHAUB. That their present system is adequate and it is not

necessary.
Representative CuRTIs. So I ask the Bureau of the Budget, with

your group of very splendid accountants in this business, whether
the Air Force is doing a good job?

Mr. SCHAUB. When we looked at it 2 or 3 years ago we felt strongly
that some mechanism similar to tho stock fund to identify at least
segments of the inventory to get it under administrative control was
necessary.

Representative CURTIS. You have just repeated your thesis.
I am asking for the test of your thesis by a specific example of the

Air Force supply system.
Let me go on if I may to a couple of other areas.
One, this question of capital investment by the Military Establish-

ment. The effects come about in various ways, but how does the
Bureau of the Budget distinguish between what might be determined
a capital investment as opposed to a usable item?

I will illustrate. In St. Louis, Mo., we have one of the biggest
optical shops in the world, one run by the U.S. Army, I think it still
is, for grinding lenses. I was curious to find out how they acquired
this very valuable machinery necessary to do the job.

The individual machines probably cost $100 000, or at least they are
very costly. The Army officials said, "Well, it came through the
maintenance and operation area of the budget."

I said, "Well, do you capitalize it so that when that machinery
wears out you can ask for replacement and also account for it as a
cost item involved in the running of the optical shop?"

They said, "Oh, no, when it wears out we simply get a new one
and it's an expendable item."
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Does the Bureau of the Budget attempt to break down that kind
of capital expenditure that is included in the military budget?

Mr. SCITAIJ1. I don't know.

COMMERCIAL TYPE OPERATIONS

Representative Cuirris. There is much significance to it. That is
one way ill which the military has been able to move into fields of
private enterprise without the Congress realizing it.

Take, for example, optical grinding lenses. Heavens, we have a
tremendous civilian optical industry. Yet the military has gone in
and duplicated it, competing with the civilian economy, including, I
might say, for the technicians to do exactly the same work. But there
is no way of following this thing unless the items are capitalized.

The den tal laboratories the military has established. The Small
Business Committee several years ago listed and the Hoover Com-
mission listed over a thousand various fields of endeavor that the
military have gone into which are civilian type.

The only way they can get in there is to buy the capital equipment
in the way of machinery: in order to set up a tire retreading shop, in
order to set up an overhaul shop of civilian type automobiles and all
of these thousand other manufacturing, repairing, and servicing
activities.

So the question is, Has the Bureau of the Budget tried to look into
the budgets of the military to pick out these capital items so that we
will know when they start going into some of these businesses?

In some instances, I think the military moving into some of these
areas is probably justified and necessary, but at least we should know
about it and Congress should.

Mr. SCIAUB. To the extent we can, Congressman, we get into the
industrial facility, which is what you are talking about.

Representative CURTIS. It cold )e an industrial facility; it could
be in the distribution area.

One of the biggest things about America's economy, production has
been heralded all the world round, but the distributive system is
equally amazing in America. The military can and have duplicated
many phases of the distributive system, too. That in my judgment
is one of the main areas where the military has been spending unneces-
sary dollars, in duplicating the distributive system, the service fields
as well as manufacturing.

So the item of the warehouse space becomes important because if
the military services are going into distribution, of course they have
to have warehouses. That becomes another way of testing out
whether they are moving into areas of economic endeavor where we
have the system already set up in the private sector of our economy.

So the question to the Bureau of the Budget is: What check points
do you use? You mentioned that you do check it as far as industrial;
do you call them industrial items? * _

Mr. SCHAUB. Industrial facilities.
Representative CuRns. Does that include machinery?
Mr. SCHAUB. No; not unless it is heavy machinery sometimes.
Representative CmnRns. You are, of course, familiar in private en-

terprise with what is a depreciable item; in other words, a tool, a piece
of machinery of that sort. Naturally handtools, you do not. Those
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Is there, anly requirveet that these budgets be set. upt so thait w~htat is
unquestionably a capital expenditure is listed as a capitill expenditure
instead of hid'len under maintenance?

Mr. SPAXAT. Of Course they do have capital account.
What I am, referring to niow is ]low this is defined.
lRepre-sentative CURITIS. The discoveries were made several years ago

of thle thous-anids of areas of private enterprise tite military had moved
into that is why I prefaced my remarks that tile Army apparently did
not, requiretes items to be capitalized. I do not know tilat they
do today require that this kind of equipment be capitalized.

Mr. ',CHAUD.. We do not talk about it in those terms. Capital
equipment and facilities come in two areas in the military, in tile pro-
curement accounts and in the construction account. Some of it comes
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arl'gte Y(JU votild 1tot. Me, privalte elpitt tLo come C ill bi-calH(1 it was too
r.isky. tL'llot1 I aske1(d M0 (Wet ioul of t.11 Bloftrl Chiil-iiiaui, yolu have
linel Hiaying Choy iU'(3 miniikg too much m11011(3, if you atre going to) get,
risk (eIpitaf You have to) give themn ful pointy of getting it return
or (1180 they ill not. risk it. What, is youtr crifia for "too muchl"
ret.1tr-1 f'or risk etlI)if itl of this Sort?

Mut the point I wanl to come back to, we tire now la;lkiig probably
of billions of (dollars, .1 (10 no0t, kilow how Imay, of funds that the
mliliftry have Iadvttlee inl th( wity of capital iliv~estient for this pro-

tromoent. program thiat. they hatve t~o hILVo for their 'Very heavy
welIpo115.

Now has the Bureaui of the Budget, over ap proached this problem
from tue standpoint, that I have presented, of hlow (1o we got private
caiia inito those ltlfls or' oveJ, otwII the military (10oes puIt uip thle
capital, of phasing out the (*overunnent capital flhat goes in and re-
placing it with private. fuindsI

Havel youl ever gone into that sub'Pct?
All. STAAT5f. N6, sir; not to the best of my knowledge.
I think you might want to adldress that question to Mr. McGuire

this afternoon. I think you l)ut your finger on tihe pleml31, that is the
questions of risk capital i ill an iduistr'y whose ouitpt is almost oni-
tirely governmental and which is so de~pend~ent on governmental

lprosontative CUnRIS. It is a very, very f undalmental policy ques-
tion and I would not attempt to Say what I thought thle policy should
be, but I was distressed to find that people were not even addressing
themselves to the policy.

Now, the Joint Economic Committee ill my judgment has to be
concerned about this because it is very important whether or not our
miilitary programs are Government or privately financed.
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retained earnings arei Ieriit te1 'for tieso comlpanlies ill view of the
fact. thtat, so inuch of their capital is supplied by the Government.

Representative CURTIS. That is correct.%
It is a question of whether we do wanit this process to be that it is

Federal capital just operated by private enterprise.
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AI,'rElNOON SESSION

Ti CIIAIM AN. Ou' I1X, witless will ite the Jhnorabho Perkins
Mc(Iiro, who is Assistant, Secrt.rv of l)ofenso for I4ogist-is.

Mfr. MletIlliro, Wo fire VoIry hlip))y to have you with us il1(1 we lo)ok
forwarto your tA3s.inltoty. W I kloW yell Ilivo haid )roa1d 1(x])po'iot1C
ill the Sup)l)ly tiutlut.golleloit fil )oth i i industry Illd ill (loverlillelit.
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Io you if we prnth eil' entire' statemnt, in the record it, this )oinlt, al(i
tfhett you cot mtt tta ho a brief sunuary of it, together with mtch other
otItllIleq its you wish to lillik with Ihe mid er.n ding that of Course

yt will be given fl o1) )olrtiity to correct your oral test ifloly.
I th th ill ordir a. u we ftfy get to he iitb of ti matter as

quickly is )osibl)e with tito finitflatut of tine taken for pure do-

STATEMENT OF E. PERKINS McGUIRE, ASSISTANT SECRETARY OF
DEFENSE (SUPPLY AND LOGISTICS), ACCOMPANIED BY A. C.
BANNERMAN, DIRECTOR OF PROCUREMENT POLICY, OASD
(S. & L.); PAUL H. RILEY, DIRECTOR OF SUPPLY MANAGEMENT
POLICY, OASD (S. & L.); ROBERT C. MOOT, OASD (S. & L.); AND
COL. J. R. DeLUCA, ARMED FORCES SUPPLY SUPPORT CENTER

lit. ('ltutio,. I think that is fine, Senator.
(Mrl. '( ,~it r''s lprelpared1 paper follows :)

SrATMENT 0" TIME ASSISTANT SECluWiARY OF DEFENSE (SUPPY.Y AND LoomTIce)

Mr. Chairman and members of the committee, I appreciate the committee's
iterest in the supply and service programs which are tinder the policy guidance

of Cho Oilleo of tlho Assistant Se(,retary of Defonse (SuPply and Logistics).
We who tire associated with defense logistics believe that significant advances

have been nde In defense policies and management techniques.
I will endeavor to outline our progress and achievements in this area and I

have with ate today members of the OSD staft to assist in responding to any
specific questions you may have.

IMPACT OF IDiFINSIH} PRlOMUHE MI0NT
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tNVrNrotY MANAOInMrNT ,

I would lIke to start with ihe area of Inventory inlalilgeenlent, IInvelt('ry lua-
agee111nt pollies nnd prog1alns of the )elpalrtnIellt of defense are (esigln( to
Ineretlse the effeetlvelles of the iniiltal'y supply s.Vste111s a11d a the mun1e thUlo
eli111111111te unnecessary InvenIory and supply operating costs.

We believe we are Icllevihg this a1111lt objective of effectivelles 1111d eCollonly
by Iprg'esslvely Integratlug Ioglst le olperalt ions throughout tile I)elmr1'imnellt,

lit aehIeving these objectiveS, certain 11llcIes harve been eat ilblsiled n11O11
\viIcl our Inventory nlanagenlent progrins iare llnsmed, ThPese fre followed
wherever It Is deternln1ed talt. nore effective supply supmport, less total ilven.
tory, and no Increase lit supply operating costs will result.

81)eclflcally, these poliehhs fire I
(a) Inventories held by the separate nlltary services are collsldered assets

of ile l)eplrtlnent of l)efense. When tHlese inventories are held III qualities
above essential requllrelienlt levels of tile Ihdivdlll services, they will bo utilized
in lieu of new procllrelnent when and where a valid need exists anywhere In timo
l)epartmelne1t.

(b) Singlo service 1nlllagenilt teelhnilqleS or the General Hervlces Adnils.
tratitot are to be used for like grouin1gs of IteIs whltiIi are li1 t ldespread tse
aniong tle services.

(e) 11ingle service distribution of niterlial for support of all nsers Is to be
applivl In any geographical area where concentration of defense activities war.
rant,,

(d) Advanced principles for requirements determnlation iid advanced tech.
nhiles for conmmuinicatio and data processing will be applied to logistics
operations.

(e) In recognition of the fact that policles alone cannot achieve our objectives,
we are continuing our efforts io the development of colninion Identfleatlous,
Proved supply proCedllres, slnlIiCation of common conlnercIal Items, and
standardiatlon of technical Items.

Based on these policee, the Departnent of Defense flis taken steps over the
past several years which we believe have achieved positive results.

It you have no objection, Mr. Chairlnan, I will submit for the record a list of
these factual accoml)llshments,

lit order flint the connittee can view our progress 1in proper perspective, I
would like to summarize for you our findings after analysis of our overall DOD
activity and workload Indices during fiscal year 1055 through fiscal year 1959.

These Indices show workload Increases during this period ranging from 10
percent to 23 percent. At the same tiue, supply system operating costs Increased
only 11 percent and supply systems inventory decreased 8 percent 1it the same
period.

In the past 2 years Inventories have been reduced by $7.3 billion. Most lha1.
portant of all is the fact that our Interservice and Interagency utilization of
material assets in lieu of new procurement has risen from $721 million in fiscal
year 1958 to a current rate of $1.3 billion annually. We believe that this Is
concrete evidence of Increased efficlency'fn our screening and utilization activity.
It addition, there are inventory reductions due to single nannger operations
which likewise offset procurement. Other reductions resulting from disposal of
obsolete material and material which Is no longer economical to repair, has had
a very healthy effect on our inventory posture.

cOMMODrrY SINGLE. MANAGERiS

About 8 years have passed since commodity single managers were established
within the Department of Defense.

As you know, we have single-manager assignments for subsistence, medical
supplies, clothing and textiles, and petroleum.

A comprehensive analysis of the single-manager concept was completed in
June 1959. This review was undertaken to arrive at definite conclusions con-
cerning the efficiency of this concept for sustained performance during times of
peace and war.

The analysis revealed that significant economies have been achieved. These
economies arise from-
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tllO (1111liittfh01 of 'o0itiurielIt fillying 511id selling;
reT1iiwtln Of 'sl4iAlull4 finiiid hli('ilIiI51 through l11grill(' (I il'iibil1ion

Oim-1l'l 1o111 ;
loyloll lredliistlilS ;
llill' e(,Olillilll lpl'eirlll iml(it ol)(it'll tloll ; and

lile A511i11tl 1 lolli f lPill rfl l t llln and tli tl rdl l lZiltloll progrlllHm,
It WllR 111H( (IetV-lelPln(id tiait tile 5yFt('I1.S 5r0 lWOvldilig (,ffCCtlV 141111ply slip-

pisi, ll1(1 (lat ti( (i151"4loll'IS lJlioveti o r thfit 5yteml find( the support prl'oviled
I hriogh I is 'HY14y41114.

l1lus1lly, It. wilm cll)ll( 41d lhtbl, tite colicept wouil be workaulo during peace
ol Wilr.
()tur ('tltitt Indleao s4vinig Its5 of Jllulil 80, 109), In the irent of the four

Co)lllll1)llity sin4lglP isis: ii 'ii ullll killed to---
1. Au (5 sllititied one-tli. SialVinigH of $23) million resulting primarily

froill rtdlyed llVmntory, n1d
2. Ali ullliUll AsvillgFS in personnel, AtAnlge, tranlportiition, stnslnrdlzi-

tin, find in:lwei los sit the rate of uthout $18 inillon eaeh year.
I wlih to Sti'e!s that filt(15 tire only the Idel(lslilhle 5411ililg. Ws: feel thslat the

no11ni('llable 51iIViligg, itis 1114 d,-ciellsed llekhaul, 0!}}hmlai ulon of ,oliopitl ion
fllisong several 1nll ltalry ligelles In] pro.urenent, till(] bulk-lot procuiremnent prices,
would fillf exceed those we have been abl( to identify and dociiontit.
Two new slisglo ianalgers have ))(!ol deleliat'(]d. These fire

Military Cleneral Hupply Agency (Ariny).
Military In(lultril Hupply Agency (Novy).

'i'IeY Vill bIecOsc I)rogressiveIy operitlolnal find itn (oinplete operation no Inter
thin July 1, 11)(11.

II additloni, we have esabllhed It requirement on the Armed Forces Supply
Support Ceiter find the military deportlnentA to review and stlbnit recom-
Ilendation( oil single tns1nagerslsip for general use It in the categories (f
constrnction mrlloplies and automotive otippllhs. Special attention Is bling given
to expedite accomplishnment of the review which will permit a decision with
respect to the future management of these categories of supply Items. 'Te
review will be completed by early spring of this year.

COORDINATED PROCUREMENT PROGRAM

Under the DOD coordinated procurement program we presently have 64 plant
assignment and 39 commodity assigninents through which we coordinate the
procurelent of Items In the majority of the Federal supply classes which com-
prise the DOI) system.

Under these assignments, one Department serves as the procuring agency for
all other Departments. Although this procurement arrangement Is less compre-
hensive than the single manager plan, it nevertheless Is an Important part of our
total effort to Integrate logistics functions.

During the past year, we have devoted considerable time and effort toward
reenergizing and improving the scope and efficiency of this program. We have
created new single department procurement assignments for electronic equip-
ment, on a parent-user basis, and for common electron tubes. In addition we
are broadening certain existing procurement assignments by agreement with the
military departments to make several Federal supply classes of material com-
plete rather than partial assignments and thereby increase the consolidated pro-
curement potential.

SURPLUS DISPOSAL

The value of military equipment In use which must be supported through our
logistics systems as of Tune 30, 1959, amounted to $3.6 billion. This figure rep-
resents the acquisition cost of our capital equipment including ships, aircraft,
combat vehicles, trucks, tractors, and major operating equipment of all types.

Over a period of time, this capital operating equipment either wears out from
use or becomes obsolescent due to technological advances. No one can predict at
what rate obsolescence will take place for military equipment. On the other
hand, we do have prescribed methods to determine when commercial-type operat-
ing equipment should be disposed of as no longer economical to repair. This
combination of obsolescence and wear-out factors Is a major source of property
entering the surplus disposal program. For the purpose of planning our future
efforts, we make the assumption that 10 percent, or $6.4 billion, of this equipment
will be subject to disposal each year.
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In addition to the disposal of capital equipment, thero ar oiter soiulrce of
urplus properly. A signillcit portion o1' our supply-systoi Inventory voIiit5

Of r pilr prlltIR, aolponend, ii asiblis which aro repaired after tHie 11id
imlslsil .hen required. Much iiaterial 1hit05, of curto, reach tile point Wvien Iits

condition i)no longiiei warranill rplill,, and tia tiI stago it enitOrs tile sr11luilis 41s-pos~al ploglril lt
upply-sqystolil iiventories are also disposed of for olher reasons such asF faini-

ago or deterioration. Further, tile elioer nignitude of our operations i uch
tMiit wre, just as is the cso In the best of our Inditstriai concerns, do nmake liii-
toks tin predicting reqt 1ireilits,

Our sUlpply-systen Inveintorle it of .'litle 80, 10), wer) valued it $41.8 billion.
Tle total of $46l.8 billion consists of $44.5 billion of material in tle systii nd
$2.3 blihlon of stupply-ysteiil involitory awaiting disposal. Included In tlIls total
IN property with ti n iiequis)n value of $9O.5 billion Mitchi Is i lilt excess or tir-
pll"s catigory. Ti total reprosentls i I immeidlite source of property from the
4111111ly systoill which will ontor thel dlslpmIOal progriiln. We have hicoi iakiig iltn
utllnsi-e drive to clean out inventorlos by utilization and disposil, Mliccessful

ailon tit this program result in reduced procureiont costs in reduced storage
4'oxtst.

We expect that, for tile next 2 years at least, the voluie of property entering
the disposill program front the capitail-equipment uand supply-systei sources
will aUpproxinate $10 billion annually priced at acquisition cost. To eniable thils
colIlltoo to evaluate tile effect of this program, I anm providing tit this poit a
lrmakdown of the total lOD disposal program for tle last 2 fiscal year .

Total tilantiom atimd diisposal program (at (icquisttion coait)
itol blllotiw]

1,'I ycar VI0scnl year
1059 18

1. Iml rYty )prtws," .) prog ---i .------------------------------- ------ $ 8.890 $. 404
11. 1\)t!ul i 11ilmlc o ild trallstrred, to ,ietlntion ------------------------ ------ 1. 691 .042

.I. within DOD)0 -------------------- __--------------------- (1 1-2) $.87
11. To other ,oilorl apgncle --------------------------------- (. __7i 1114)
C2. 1)ouito -l---------- -------------------------------- (. 302) .2211

111. SMIp, Slvage, And destroy( poerty.% - ........---------------------- - 4.87 3.457
IV. Sold as i.he prilrly - ..------------------------------------............. 2.408 2.005
V. Thceeda from silo ...le - ------------------------------------------------ .21:1 .108

A. Seap ald y' ------------------------ (.01 (.0................ .70)
11. Usable property--------------------------------------------- (.122) .122)

When property Is utilized under this program and new procurement is cur-
tailed as a result, the best possible return is achieved by the Clovernnient.

The sharp increase In the utilization rate is evidence that our programs are
progressing In the right direction.

We have just revised and Improved our utilization screening procedures,
and we are confident that the rate of utilization will continue to Increase as
the new procedures become effective.

An Intensive review of our system for selling surplus property has Just been
completed. WVe are consolidating the current 315 sales offices into 35 interservice
sales offices which will be located in key market centers throughout the country.
These offices will sell all DOD surplus property within their prescribed geo-
graphical regions.

There are many advantages in this revised system:
Multiple, unsynchronized sales within any area will be eliminated.
Uniform and improved sales techniques will be used.
Personnel and facilities will be consolidated.
The opportunity for much wider buyer participation will be increased.

A single sales information office will be established to which prospective
buyers of DOD surplus property can address inquiries and receive information
on the surplus disposal program. This office will maintain a national bidders'
list and will prepare and distribute sales catalogs for all selling activities in
the United States. The Air Force has been operating a central office on a
limited scale for several years; therefore, the assignment of these functions on
a OKID-wide scale has been made to that service. These changes will result
in reduced cost as well as improved sales relations with the buying public.
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Tii very lingittdl of our1 supply olprailonn an our mnilerhdl modernization
pli'ogranilisIn RUtl tiiit we will conliue to have ai large volume of surphls di-
pos0, . We bllhv0 |111lt III thell pillot few yeiurm we have tightened our ('olltrohN
111d 4iglnlfllintily iprlov'el (Jll' iilll u tilOll anid i i.l.nnlllig pl'o(lee1rem, or ,ieces-
Sllly, tile ) D l ust 41I14p(0140 of i imolete and wornl-out. lproporty. Without fin
leilvie dilsmpiJ plogllilli, lr 11 lulitary 5illpply symsellH wolld soon lec-l:1lO nii-
pJ41l4ibly clogged, fitnd storage costs would liccoico ulentirnbly expensive.

IJINS4 M AIIPlIT, MANA0IEMKoNT 'IOIIIIAM

It Is not ily Ilntent to iuiike this statement solely a reetation of peclflc
accomiplishments or to create the illiireslon that nothing further remalno
to he dlne. Onl the other h I011(1, 1 want you to know that we are aware of our
iroblenlis, anld hihve nade progress toward correcting tIlm. What II most
lillIortllnt IN that we lave de!veloil tile nlmlilngenielint tools to Identify proh-
len iareas and1(1 to liltlate c(,rrei'tivo action. 1'oiitive progrflmls have been
emtihliied to contilnll our progress. Ii tlls collnl:ctinhl, I llfl subnillttilng for
tie rel'(4lo i (1 -opy fit, ill' (ler.l ll i/itelrh. lolUhllgetlnlnlt. Jrogramnl for ltsciil year
1il(1). I wolid like tJ oIlt out to the 'omniIttco tIit this In tile first time In
tih hli4tory or Il I)(iD thlt Ii coilorehenive (naterll aininaglnient Ilprove-
Illnt jrograllU ha" hl!('ll IHllli /Is i blueprint for 1ac:tion4 to improve our supply
olw'riltll n1.

Ti'he defense materiel management program IN a related group of 21 specific
projects whih thie nillitary delrtmints arid the Office of the Secretary of le-
fense hutve agreed UipIon for aconpllihilent durilig fiscal year 106MO. The pro-
grain ilnpoint areas for further progress anl b1hls on tile management tools
we iave developed in tie past several years.

The keynote of this program Is integration of materiel management. Almost
2 million Items of mlllYi are lneluded In the program for review and determnilna-
tion as to which form of Integrated management is most appropriate.

Conmuodity areas have been selected for review and determination. Criteria
by which the sieciflc determination will be made as to type of management to be
used have been ulhlhpd ind( sehdules for application are being developed.

Several projects of this program have, as their objective, the further Integra-
tiol of the supljly distrliutol systems and the further development of uniform
procedures covering the flow of materiel from producer to consumer,

Other projects provide for Improve(] operation for our interservice support
program and with the expanded use of GSA facilities for screening and utiliza-
tion of excess materiel.

We Intend to make greater use of the GSA for supply of commercial Item and
there lire proJects whih will Ihprove and make uniform the procedural rela-
tionship between the DOD and GSA In order to facilitate the expanded volume
of business.

I feel sure that your review of this program will assure you that we are aware
of our problems and that we have a positive and forward approach to their'sOlution.

STOBAOE AND WAREHOUSING PROGRAM

In our storage and warehousing program considerable progress has been
made in reducing the number of square feet of warehouse space used to store
materiel. In June of 1954 there were 370.1 million gross square feet of covered
storage space at major supply depots. By June of 1959 this had been reduced to
342.4 million square feet, or a reduction of 27.7 million square feet. By June
of 1962 plans provide for further reduction of an additional 18.8 million square
feet to a total of 323.6 million square feet. This is by no means a completed job.
We are continually reviewing depot operations for the purpose of identifying
additional storage space that may be inactivated. It Is anticipated that further
reductions will be made.

PROCUREMENT POLICY AND METHOD

The committee has expressed an interest in the various methods of procure-
ment used by the Government. In order to completely respond to specific ques-
tions In this area, Mr. Bannerman, the Director for Procurement Policy, Is here
to assist In providing answers. Like the civilian agencies of the Government,
the Department of Defense buys both by formal advertising and by negotiation.

51686--0---6-17
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de itfttuut IIR 1111"y filelliot Of prt !tillet other thall formalt
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Atiolk 1 ihtiksare, o1r el ho 11tadej livilifihe fot' Illmi oil ostiuiet goods,
WWV1VIA.~ MItltutioll work, nodfi ceriffll tuiiitn1ry 9111111ies Moore iliuges Ini
10(11111010A,% t11 t W nl ito Theptitel. fof Ni ftlft 1111,V1 authl 11otet-idis 111111
SotlicrA 1111,41110 fori11 Hoekiiti4  everth varo i V I-itII jtloIdIt'Iiiit' of tile'

ttwlkNoketk dt ior theilt tioet are III 1osolent-lt 111111 vuoinet of' In
111,41 %ita of o alkek l'itlidl 011111 ii tP1ttt110ig~y 1114 ttlil.41tti , ii hin-lit t i''it'iu
W111 o sORROI ttkl or Othe 011101- 1101MS. 'lIet: oOf uIIIII liili'fvilt itls noid the

11lt"k t-V tlt, ililixt isiily at kititoitig Ittdtisttiint1 tewltti11(jti'5ttu fitInveitiolt
it stiebl eiit 'im t i~i~)rckuietit. 111W \ iI' lito liiilt 11eselitl. ii Vo III lietl-

w;Se Wolid nittli-o tilal duisilist ho rtivttti ih1o11 extetusiveI into lite ulevoolild to
the( llevoloitu'ttt iftil kt'llklioto detiflod Siloiiiili to1is 11111, 1115 itesi tit.

Thelo I'litttlittoo fils It is itoreSii lit O1t111 UM Of VOuis V0'iittlittt'41110t't ti.Vt's (It
t'411.1ts. It.1 ism 111tvtOi'y tIlkto 1011 votitriet" 11ttly whetsi the tutu ittlo id

1%otisexi of fill-- jl~tkt '1.4 Is 1 toiiht tilt Vosts o 141 Iurluitu esti4111tt
Iom lt it toll ith~ 1.44 R1111 tite iI% u llIll'y o Uime fixed' 111tiue tottrftiucts ttttulu
fthosi iruit t Wiii, III i11111, 41111404, 1u'uioiie cittit Inct iii's to fitiudvPt' iks
whielh livo not tif their" owIt 111ttdtig nlu \01ti01 fore lettid tiuir 11111111011 l1iiiii1.V
tok N\I~sOd i 11i'1101 icoity til 4111 eit ist- el 'itli 'et 11,1 Wo'uld prtolltIOli httihiule
vtwy~ 1111we tomtillotloy fActorm which cooht loo eliitituted If tilt, ost reitt-
bllrseuA,otl 1I\pe of ct tact. ne wro usmedl As it tiltittet or 11i\V We love nreujuired to)

er ify n everok' mo tis ofost, tooo t eituotitnitt'ts, that there lots~ been a
til IWIt that th it% of smch It 011111141 to N 11(0, lie lit' e M tes ostyIV hitt11 ot itt't
lypN-) lif 4in tI'll0S )k ttu 0111It is4 ii1111,t' ii' bit) o 5'l1i' 1itjtiiitt's firi "er'i'Ce of
tho k-1 io t of muati1y 1Vej~I1iret withoutl tilt time tif such tvpe (if votitiet. Our
1,olic4y fAvors~ tho us* oftit tIOell1141 pcecoolti rots tuttess tee Is it sHiowitig, lit
leal illt-It the( ueof tit lothor t'vile of eolittrot is 1110110 npjii'1opri'ite.

Alk A prjA0tieak null tien Ostieidruet is used predotitit ty bit cotttroets
boy lutg at high eotot.i of rooesl'hXi, tiiet i ut ov dtevelopmtieit., F'or the
IA,.t 'ealeats thi't~itg of ottt duti-tt' going ito minttiglit. hiroluc-
tin Outracts has heeu1 dqecrM-Astu wid the hiereut age gittig tu Who, ,traets
('Ailing fos'reenb oxporliueut ti oti, or devoloptuou t bheen hntu'ioing. Ae-

erinl.the ueof costre i iitirtt'olit"Ilt colileimos 11 hei oit tMe fitcreaos to)
t'he point where% It now roltrosentA 40).0 tierett oft out cuint rit. dohiutrm

IN) Ass;ist Ill Adilnisterbg our cost. rtiii'iieti out l s we ive recently
i"sued A rowisu'ul anud gt'(~ttlY e-X)itldil set ot eontraut. cost lpt'it(eblle. Thee
principleA w~ill he% lucorioriil t.\- by roretu't lit lit cost relittuhus'ueut conutet"
;AN- the co)ntractual bais for cos; llowlince owtlt iymeitt. All isitt coutnots
Skre snbieeted to -Ilt. by thte Gto'rinmet andt paN inis lire made th tit ists
of' -%neh audit. Tieot, 4~ lirinciples fotrmt title ltkgrotud for su'h aitudits findi
provide thet idAvie for ineistiolts; of thes tllowliltty fitd reamniseoiiit of
cam-ts. In general, It. Is, provided4 that it cost Is 111treasonabhe. find hence 11nithiow-
ablie It it. exceeds thant which woutld hel Incuirred by tl orditnily prudeint 11in
In the coduct, of At ionpetitive business. It will ip Seen, then, that we atteutijit.
to follow Industry or area patterns rather thant leadl themi. linasutnuelt 11s. in
Ifiseal y(*ar 10M, our cost relibursetnent, cottt ratt represeittedl about 2 per-
cent of the groqA national product, we feel that sucht coittrutt (to itot have tiny
substantial Inflationary effect on the ecoutonty.

SMALL JURINESS PROORAM

miflhtAry procurement is an Important source of Income to many thousands
of xmall busiess 11is. From available statistics, we estimate that small bust-
me"s Arms receive something more than $7 billion per year In military prime
rontract andu subeontract business.
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HU far tus prilnoxcontracts are concerlied, the prhtieltial small Iusiness 1ijporo
ulliitles Itre III thu procroientllt of colnijiercial types of 1iems, aid construction,

In fiscal year -10, $2.8 billion, or 711 percent, of the Aieail biisl iiesu total of $8,3
714 million was In contracts for subsistence, textiles, clothing, equi page, l*tro.
lIPIII ProllictS, Olher fuels, InIlCellatieoug hardware, construction, and stinall pur-
eliitsvic 4mil Wiltiess received 52.8 percent of the value of nil military awards

I tliIOe categoImo,
Ii thMe aircraft, tnil sles, ships, orditince, and electronics programs, snalll

firim received $700 mIilliol or nearly one-fifth of all small business awards. li
porceliago ternis, the small business share of fotal prilio Contracts in these vate-
gorie, or cotslt, Is small, averaging 4.0 percent in 1059, Hinll business primo
(ontract Woik II iost. of theme najor hard goods programs I neessarIly limited
to thes ImanI factlrO of partP, sll issemllles, instruments or other equipment and
supplile which do not account for any major part of the cost. Hall flrins by
definition do not have the man1power, equipment, or facilities to turn out major
assemblies or complx tibasisemblles for Ilodern military weapons, In soine
areas, silch ts onimutloil parts, or eiectronle assemfolles, the probloen IF to main-
talll ladequait resoutrces for production Ili relatively large qtuantitle.,

'1'lto problem of In('renslhig simnall business 0arth0patlon tn (tofeno work I
comni ilclited by the Increasing comiplexity of weapmos, and lhe Increasing share
of the proureitienit dollar that must be used for these weapons, h'rocureroent

i tile major weiapoli ('ategorles was about 08 percent of ti total In fiscal year
1059, Aircraft iand inissile procnrement alone represeiter1 51 percent of the
total.

W, fire well lre of iI' lImportance of smnall bllsliesS Ingenuity and enter-
priso to the Amoilen ecotilti system itild to the defense program, and we hAvo
nit orgilliltlll of mllall bluslIness spoelillsts, charged with proinotIng small b#Asl-
Items olpporl ity in Defeifnse proctirement,

lIxamples of oir recent small blisiesA program activities include lhe following
I, ll (I-rliit loll II the l)iprtuaent or l)efe me Arnim l IpsI ssis sigonlr'iltA

lug9 pr'gra 1 1y nlaJ1 prlm 10 l fill,.omnractoltr. haq been ninade mandatory.
2, Iluiplslsln las iteii ililCed (it iall Itusliess In the review of makee or

lilly" pllit andi lit tho review of slibnmltrivt I fll plans.
d. Dawlitgm or partg lints siulnItted to the mIllItary deprtmet.g In the

future ltist identIly the vendor of the parts,
A further tangible iidication of the efforts being made by the Department

of l),ofensh I the itItereut Of ssh Imunem In the fact that netasldes of pending
procuremients for partilitlon exclusively by small business, jointly agreed to by
the )eportmnent of Defetse and the Small Dhilnt* Administration have In-
creased front $247.0 nillilon In fiscal 1INA to 01t.(W.8 million In fiscal 19,. It Is
further sigliilnt that while lite set-asides themielves have Ineeased by only
$40 million from fiscal 1958 to flcal 19059, the actual awar(ls made to small byvi-
nero under agreed to set-asldes Increased from $633.7 million In fiscal ItA8 to
$797.1 Inillion ii ical 1951).

This(, activities are airiong our continuing efforts to asmire that the Defense
small luinlness progranis offer the small business community an equitable oppoP-
tuty to partlclpato In military promurements.

LATIOR fIJRP1.11S PROGRAM

An active program on behalf of areas of substantial labor surplus Is being
carried forward by the Defense Department tinder policy direction of the Offk'e
of Civil anud Defenso Mobilization. Approximately $96 million was awarded
to firms in areas of substantial labor surplus during fiscal year 19W0 under
the preference provisions of the policy. This compares with $6.6 million during
fiscal year 198. However, It In to be recognized the number of labor surpln
areas dlur'ig 1950 was greater. This amount was In addition to more than $9
billion flowing Into these areas under our normal procurement process". as com-
pared with $3.8 billion the previous year.

OCFAX TRAYNSPOSrATION

The Department of Defense in the field of ocean transportation took one of
the earliest of Its major steps toward Integration of transportation services.
In October 1949, the Military Sea Transportation Service was formed to ptvhtxs,
under one authority, control, operation, and administration ot oefea transtporta.
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tlon'for personnel,'material, mail, and other cargoes for all agencies or depart-
ments of the National Military 1Establishmenit (excluding personnel and cargo
transported by units of the fleet). With the formation of MSTS the fleets of
the Army Transport Service and the Naval Transport Service were merged Into
one reduced fleet. Procurement activities which ha(d been Independently con-
ducted by the Army and Navy were centralized in MSTS.

With tho centralization of procurement, MSTS was in a position to take nll
reasonable advantage of the purchasing power of the Department of I)efense.
The extent of this purchasing power is illustrated by the following statistics
which set forth the commercial carriage of (iry cargo, petroleum products, and
passengers under AISTS auspices In fiscal year 1959: Cargo, 8,077,427 measure-
ment tons or about 3 to 3.51 million long tons; petroleum, 7,009,191 long tons;
passengers, 80,601 individuals. In 1959, M8TS paid over $242.6 million for the
use of commercial stenniship services. This is a $24.8 itmillion Increase over
fiscal year 1958 expenditures for these services. During the sanme period MSTS
total expenses decreased by $20 million from $434 million to $414 million. Fur-
ther, a notable area of decrease was in cost-plus operation of Government-owned
ships which dropld by $19.7 million.

Closely connected with integration In I)epartment of Defense ocean trans-
portation is the trend toward Integration of I)epartment of Defense ocean ter-
minal facilities. Both the Army and tie Navy have military issions which
require the ability to operate ocean terminals. l'eacethne operation of military
terminals, however, offers opportunities for consolidation. As a result of Joint
studies made by the military departments under the sponsorship of the I)epart-
ment of l)efense military terminal operations In the Seattle area have been
consolidated under the Navy. In the San Francisco area handling of refrig-
erated products has been integrated under the Army. In the New York Harbor
area the number of military terminals has been reduced with the workload
divided between the two remaining Army and Navy terminals on a cross-serv-
icing basis. Studies looking to further consolidations are in progress.

DOMESTIC TRANSPORTATION

The Military Traffic Management Agency was created as nn operating agency
for the single manager for traffic management. This assignment was made on
May 1, 1956. The purpose of this delegation was to provide effective and eco-
noileal administration of tie procurement of commercial freight and passenger
services within the United States, to eliminate duplication and overlaps existing
within the military departments under separate administration of these pro-
grams, and to develop plans for the efficient use and control of commercial sys-
tents in emergencies.

MTMA replaced 5 headquarters units formerly located in Washington ani 17
field activities. On balance, 4 headquarters units and 11 regional offices have
been eliminated.

?IITMA's budget for 1959 was $6,105,000. Domestic transportation costs were
$563 million except for timely adjustments in the freight and passenger tranis-
portation areas. It is noteworthy that the ratio of administration contiines to
be only 1 percent of the funds administered. The Hoover Commission In 1949
considered a 2 percent ratio as an efficient measurement.

AIR TRANSPORTATION

In creating MATS as the single manager operating agency for airlift service,
It was recognized that U.S. commercial air carriers could and should provide a
significant quantity of airlift capacity to support military operitlons. The
guidelines laid down by the Secretary of Defense in the directive establishing
the single manager for airlift service called for that recognition and provided
for the use of commercial airlift service during peacetime in a manner which
would:

(a) Contribute to the sound economic development of an Increased mod-
ern civil airlift capacity: and

(b) Enhance the ability of civil carriers to operate with maximum effec-
tiveness In support of military forces in time of war.

the extent to which commercial carriers have participated In the movement
of traffic of the type encompassed by MATS before and after the establishment
of the single manager operating agency for airlift service is worthy of review.
There has been a considerable increase in the number of passengers and tons
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of cargo moved by commercial air carriers each year since 1955. As an exam-
ple, In fiscal year 1955 commercial carriers transported only 1 percent of the
passengers transported under MATS. In fiscal year 1959 commercial carriers
transported 35 percent of such passengers. Commercial air carriers transported
only 8.8 percent of MATS cargo in fiscal year 1955 as opposed to 11 percent in
fiscal year 1959. Tie dollar expenditure for commercial augmentation for MATS
has been Increased from $14.1 million In fiscal year 1955 to $70.4 million in fiscal
year 1959. .

This is only a part of the Department of Defense expenditure for airlift serv-
ice, however, during fiscal year 1959, the Department of Defense total bill for
commercial airlift service was something over $231 million.

During recent months, several actions have been taken within the DOD which
have an important bearing on the overall airlift situation as evidenced by the
increasing amounts of defense traffic moving by commercial carriers. Tile dura-
tion of fixed contracts have been extended to cover generally a period of a year.
This was done to give more stability to carriers and a better basis for their
planning. The size of MATS has been frozen at a level no higher than its April
1959 capability and the flying hour objective has been reduced from 0 to 5 hours
per day In peacetime. Also, during this fiscal year, three squadrons of C-97 type
aircraft are being eliminated from MATS. All of these actions should clearly
indicate the intent of the DOD to minimize the effects of necessary military air
transport operations on the growth and modernization of the civil air carrier
industry.

TELTUOM MUNICATIONS

The military departments communications program requirements are con-
sitantly under scrutiny to obtain the maximum use of existing facilities and the
maxianum consolidation of worldwide long haul circuits. A DOD policy direc-
tive toward the attainment of an integrated DOD worldwide system was pro-
mulgaited in March 1959. The Secretary of Defense in July 1959 approved the
Joint Chiefs of Staff concept for the management and control of military com-
nmnications. Several plans for the development of specific arrangements to
effect implementation of the concept are being considered. It Is believed that this
effort will bring about a most effective means of accomplishing maximum In-
tegration and full utilization of the Department of Defense communications
capabilities.

UTILIZATION OF MACHINE TOOLS

Several years ago the Department of Defense inaugurated a program to assure
effective utilization of idle production equipment. The program is managed in
two parts.

First, each military department has a central production equipment control
office charged with the responsibility for the effective utilization of idle pro.
duction equipment.

Second, a central DOD coordinating effort known as the production equip-
meat redistribution group (PERG) insures effective cross-servicing between de-
partments.

Exclusive of the redistribution of production equipment within each military
department, interservice redistribution of equipment during calendar year
1959 resulted in the utilization of over 6,200 items. This equipment had an
acquisition value of over $70 million. Based on their replacement value today
the procurement cost of new equipment would be well in excess of this figure.
For comparison purposes, during calendar year 1958 approximately 4,600 items
having an acquisition value of approximately $50 million were redistributed.

In the short span of this statement it has been possible to cover only a few
of the numerous activities and accomplishments in the field of defense logistics.
The progress we have made and the plans in progress for further improvement
are directed to three major considerations:

1. To take full advantage of benefits to be derived through consolidation and
integration of Defense logistics systems and improve existing practices which
have proved to be effective.

2. To provide a responsive supply and logistics operation which meets the
needs of all elements of the Defense organization under its varied and ehangiog
operational activities.

3. To provide policy guidance which will produce the most effective coordinated
working relations between the Department of Defense and all facets of the
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3lV~ tW ~1IIACY AND) M)OORAM PIiRKTION NOW IN 1tFVK(RT

A. IRAclh thnn tit taterlol Nvithin it military Rervico will ho nmmized hy onlyv
,6ife Invkut-ory imntirl point; Itent and financial records will be maintained by
toenditton, and purpose (serviceable; peneetiunw% inobilaatlti, etc.) ; piysial~
Invontories will be taken generally once a meir.

Ia. Maxtanu reliance, will be plaed by the 1DOD on producer or commercial
diftributtre stoma and on the stores depoAtqsytemi of the GISA,

C, Optimum uise an An interservice basis will be made of available materiel
'within the DOD1.

Dt. Uniform, and comprehensive Inventory nagniement reporting will be made
to the DOD by all military services (not Items hut values).

R Standard forms for supply documentation of materiel transaction. will bb
xised throughout the 1)01.

P. 7%e Armed F'orcvs Supply Support Center Is In operation to perform
('amma supMl functions of utilization, cataloging, standardization, and analysis
of XuPPlyT Mytems.

0. Oomprebencedve updated utilization screening procedures are In effect to
swmre ma~zImum use of available assetR within DOD and within the Federal
Garernmt.

IL riniform demilitarization policies are In effect for all elementR of the DOD
for surplus military property located in the continental United States, Terri-
toris MA powssons.
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I. I'Ilellohil'etinttiig and "Ofety levels of supply will be colululod (III moo-
nollc rfactorn using Iprescribed formulas to determilne econionile order quantities
oit sjlVl11V (1111 eeonoillc lvelN of stock.
,1. 1niforin onnd coniijreheiilve accounting and reporting for the excess and

siurplus prolierty lrograni will be iliid throul hut the 1)0D1.
K. All Invetorles; held In quntiiles ntove minimnutm peatefihne and tnolulllrn-

lion reqiilreiotel im will be trnsrerred between Inventory nintiagers of the DO].)
willhout reinbuseniett to lie tied In lieu of new procurement.

L. Military service excmes stock fund Inventories held In lots of $3,000 or
lemn (nequit4itio cost) will be trannferred within the DOD at the post, camnp
tnd Smttiot level, und within the Federal governmentt without relnbursemteni
to lie timed in lletl of new proclreunent.

M. ite (IRA will lie used to screen all excess military property held In lots
of #11,0M) or loom (over 60 percent of all lots) with siltnultatieois Screening of

illtiry tind civil agencies being performed on a regional bals.
N. Al nccelernted Iteiu reduction program i In effect ind will be completed
)y )(.elber 81, 1001. Tit program will reduce the range of Items through

b(fnplllcation will increase comnonnlity of Item use, will increase central
knowledge oF items, and will result In Inventory reduction through cleanup
nud attrition.

0. 1I',1h1 01alnl0llhmiient of consollnted surplus onles oflicem and a single bidders
roalgttion office ham been directed, and these offices will operate on an Inter-
sorvico basls. (Iteduction from 815 to 85 olIlces.)

Results to dal;

A. Supply ysten Invenlory totals: 11111o,
Juno 110, O - ----------------------------------- .6
,Tune 810, 10 -- 8-------------------------------------50.8
Julno 80, 1)- ------------------------- 51.0
Jmne 80, 111-7 . . ..----------------------------------------- 54. 1
J1ne 0, 1158 -------------------------------------------- r.4
Julio 80, 1059 ------------------------------------------ 4. 8

Fiscl ear Pisoal19SIF 1*81,
B, (Current support of DO by (ISA: (millions) (mUUli*)

Front GSA stores depots -------------------------- $105.4 $159.4
Front Federal supply schedule ----------------- 250.1 323. 4

Total ------------------------------------------ W4. 5 481.8
(0, Current Inter-.ovornment utilization of DOD assets:

Within DOD --------------------------- 87.0 1,172. 0
Other Federal agencle --------------------- 134.0 117.0

Total -------------------------------- 721.0 1, 28. 0

Mr. McGvimt. Workload indices during fiscal year 1955 through fia-
cal year 1959 show increases ranging from 16 percent to 23 percentL
Supply system operating costs increased only 11 percent.

In the past 2 years inventories have been reduced by $7.3 billion.
Interservice and interagency utilization of material assets in lieu of
new procurement has risen from $721 million in fiscal year 1958 to a
current rate of $1.3 billion annually.

This obviously is the utilization of our assets in lieu of new procure-
mont.

We have single manager assignments for subsistence, medical sup-
plies, clothing and textiles, and petroleum.

A comprehensive analysis ofthe single manager concept revealed
that significant economies have been achieved by the elimination of
concurrent buying and selling- -"
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'RP0TO I 1MAIMIAT CONUMMENT BUYINO AND SELLING

The CIIAIHtMAN. Mr. McGiuire, (to I understand you to say the elimi.
nation of concurrent buying and sellingV

Mr. MGI(u ltt. This is our objective.
The CUIAl\MAN. . ! a it |Mll achieved?
1M1r.. (kMuxtvin. I believe that it has been achieved) Senator. I don't

mean to hedge this. We think it is achieved in principle and in prac-
tice. There aro instances where it will happen. There is one point
that. I would like to stress, if I may.

In the wnc ning process, and 1 am going to get to this later in my
slateient-w lt have said that oi items wit.1I an original cost of $3,000
and under the cost, of screenting nationally is not worth while. It
costs more to do this than we can save through utilization. There-
foem, we are only s'eeluing such items on a tgional basis, and if no
need develops dispose o t hem.

Now, to illustrate what I am saying, we might be screning, let's
say in aret A, and the other side of the country in area B, we might
be buying a coll)aral)le small value item. It, (o not call this con-
current buying and selling. I call this sound management. It is
cheaper for the Government to handle it this way.

As I sad, a comprehensive analysis of the single manager concept
revealed that signi icant economies have been achieved by the elimi-
nation of concurment. buying and selling; redluction of crosshauls and
backhauls; l)ayroll reductions; more economical procurement opera-
tions; and item reduction and standardization programs.

Ti systems are providing effective supply support and the cus-
tomers approve.

Our estimates indicate one-time savings of $239 million resulting
primarily from reduced inventory, and annual savings at the rate of

13 million eich year.
I wish to stress that these are only the identifiable savings, and I

believe they have been made on a conservative basis.
Two new single managers have been designated. These are:

Military General Supply Agency (Army).
Military Industrial Sulpply Agency (Navy).

In addition the military dePartments are to review and submit
recommendations on single nianagership for construction supplies
and automotive suPl)lies.

Coordinated procurement program:i
Under the DOD coordinated procurement program we have 64

plant assignments and 39 commodity assigmnents through which we
coordinate the procurement of items in the majority of the Federal
sum)lv clawes.

Unater these assignments, one Department serves as the procuring
agency for all other Departments.

During the past year, we have devoted considerable time and ef-
fort toward reenergizing and improving the scope and efficiency of
this program.

258
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SURPLUS DISPOSAL ,, t , , ... .

The value of military equipment in use which must be supported
through our logistics systeins amounts to $63.6 million. This figure
represent's the aculisitio'n cost, of our capital eAjui)inont.

1This capital equipment either wears out. froitvxi or becomes ob-
solecent. For the pl)urpmS of planning our future efors, we nrake
the assumption that 10 percent, or $6.4 billion, of this equipment will
be subject to disposal each year, and this is for plaIing purposes
only.

Inventories are also disposed of for other reasons such as damage
or deterioration. Further, just. us in the case of time best of our indus-
trial concerns, we do make inistlaks in predicting requirements.

Our supply system inventories as of June 30, 1959, were valued at
$46.8 billion. Included in this total is $9.5 billion, which is excess
or suirlhus.

Tie (CuIIAIHMAN. Iow ntch surplus?
Mr. McGunm. Included in this total is $9.5 billion, which is either

excess or surplus and, if you would allow me to, sir, I have a table
which I wou hl like to discuss in detail to explain that because I
think there is some confusion on this terminology. We have been
making an intensive drive to clean out inventories by utilization and
disposal. In this respect I would like to comment that some of the
things that we are now calling excess and putting into disposal chan-
nels tre not new. They have been in the inventory system for some
time. The point here is that I think we now have the capabilities to
identify theni, and the determination to bring them out on top of
the tablo and decide what we are going to do about them. If they
are not usable in our inventory we take steps to get them out of the
system so that we are not paying needless handling and warehousing
charges.

I know some of the figures have frightened some people, but I point
out to you it is not something new that has suddenly developed.

We expect that, for the next 2 years at least, the volume of property
entering the disposal program for all sources will approximate $10
billion annually priced at acquisition cost.

I have a table here, and I believe this table is included in my orig-
inal statement. This shows the comparison of utilization under the
disposal program for the fiscal years 1959 and 1958, which I think
is significant. In the year 1958, which I will read first and then follow
with the 1959 figure, we processed property in the amount of $6.5
billion; in 1959, $8.9 billion. This is the rate of the processing of
this material.

The CHAIRMAN. When you say processing, does that mean dis-
posed of?

Mr. McGra. No. This is the property that we put into this
screening category for review, sir. As a result of tis, we find a
requirement for it and utilize it within our own system, or have
another Government agency take it off our hands, or put it into the
disposal channels. The donation program also would be included in
this. Breaking that figure down we utilized $1,591,000 in1959 and
$Q.Q42 billion in 1958. In rough figures, and I could give the figures
in detail or with greater accuracy if you desire them, in utilization
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Seator 6'MuARoNvN. Who iu the Departenut of Defense exercises
tlat, function of determining what is usable and wlhat is not,?
Ur. MeGuuin. First of al, oach individual service roviows in their

reu ire mets-

SCREN, NTN( OF XUCIP.8 rIIOVIPTY

Senator O ANtuONEY. Mr. McGuire, the individual service can't re-
v'iow anything. It is someboy in the individual service, some officer.

Mr. AcGuuIw . That is right.
Senator O'ML\AHONEY. Who is it?
Mr. McGun.. I think I can tell you, but Mr. Riley, who is in charge

of this aen, will give you this in the exact detail.
Mr. Rljx . Senator; those determinations are normally made by an

inventory control point. He is the manager of that kind of material.
Senator O'MLAknoN E. Inventory control point?
Mr. RiLu.y. Yes, sir.
Senator O'MAuONEY. What is the point in your terminology?
Mfr. Rixxy. An inventory control point, sir, is one that has tle func-

tion or the responsibility for the computation of requirements for
items asiged for distribution.

Senator-O'MAIHoNUY. Who is the individual in charge? Military
or civilian?

Mr. RnEy. In most cases it is military.
Senator O'MAnoNEY. In most cases it is military?
Mr. RnUE. Yes, sir.
Senator O'MAfnoiy. What knowledge does hq have of making

contracts ,
Mr. RlrL. I beg your pardon.
Senator O'MAHONY. What knowledge .is such a military man re-

quired to have for making contracts?

IMPACTP 010 DIP.FNI,11 PROCIIIMIN1I1
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Mr. titxum , T'ie mil itiry uman normally is, headof, -the inventorycoltrlol lpilt, orgllization, 'Thlis d(1081sn11114, 110 h is Ct0 IMatC1u-

hlit indivlldl that iiilCiHs the Contract, lie has a plrocurinin t man
wVhio does it.

Soi11ttor O'MAIIONIY. D'ow (an )he judge whether or not the items
can be iNedV

Mr. Rimoy. How can lie judgo?
SenaItor O'MA:mIsY. Yes, sir. If ho doesn't have anything to do

with the contract,.
Mr. lRm, t. I to hits records of all the items, Senator, and if an excess

item froil r tnodi' wirvice comes to him he cin determine his stock
position on that. particultr item and pick it up if le needs it.

Senator' ()'MAO NJW. I will say to both of you that yesterday we
stw list, after list of monthly excess items in which there were listed
many items whh(h h(d nevor boen usd and they were being just tossed
into toho waste !imket or ill the garbage pail.

Mr. M(aOupmt. Senator CouldI I attempt to clarify this point?
Senator O'MAHN1,mY. hi, I think it is most neeessry.
Mr. Mc0ioni,. Fine. T thank you for the opportunity.
The lists you were discussing yesterday are tie excess lists, and I

will try to explain where the material comes from. Our so-called
excess material arises from four or five different reasons. There is
material on these lists which comes about through overbuying in the
past. It' comes about through changes of requirements that have been
made since the item was purchased.

Seiarhr O'M^AIONRv. Y ou say overbuying in the past ?
Mr. McGiTTIU. Yes, sir.
Senator O'MAO1NEY. What this committee is very anxious to know

is wh ther there is any overbuying now.
Mr. McOUmu,. Senator, to the best of my knowledge I do not know

of any. We are tightening down on these things to make them more
realistic all the time. We start out, and I will have to break them
down in my statement further for your help, and we buy an item and
we buy it to support certain programs, missions, and troops. Now,
if that program is changed, obviously if the item was specific for
that program we don't have a need for it. That is item 1.

Item 2-let's take the F-86 aircraft.
Senator O'MAUONEY. Let us deal with item 1. You say if the item

was specific for that program we don't have any need for it.
Mr. McGunmi. Yes, sir.
Senator O'MAYToNFY. If that item is surplus, it means that it was

overbought.
Mr. McOur,. Not necessarily, sir; no.
Senator O'bMnowy. If the item was not needed for the surplus

and is there, how did it get there, except by surplus buying?
Mr. McGtumE. I would like to restate what I said. Said if we

buy an item for a program, or a requirement, or a mission and this is
changed, making it no longer necessary, it does not mean that it was
overbought, nor does it mean that it was bad buying. We have to
deal in the situation of keeping this country adequately prepared on
a defense mission which is changing all the time in its context, and
I am not making excuses for the points where we make mistakes. I
am trying to give you all the reasons that fall into this.
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Now, wvit rtis et. to t iis 1lis. 0l10, You were0 talkilag ablot, yester-
day. A (10V tOW 10011 1agencY t 111,1, OWN t1,' i(01 ('nil xam1ns it, igiliInst;
its filtilo requlirementls, and says "I haiv Ile ore t1111 a 1v I n ," it., goes
Into tis list whlich is Ilsod to Oi reilantize oevVIlo(iy else Nhlo mlighit

posib ave iuwd of it, Oil al pninlio basis, Nst)IitimtO b asis, oi- s01110
Awther waN.

As a1 1reSlt. of tis list;, Ibeilf l the'o wayl it;, is, we took olut. of this
steoin rollildyv ie lis inta' FI_-w( took ont. $1,172 inillion laist, year

iilste(ad of going ouit. to buIy it, as liaiost. $687 ;ilil lioul the ypmu' before.
I tink this is a Imeasureo of the ef 'e iveneoss of olmi' sceelidng.

After we hiav(e gone over tis list-. to see wlielier wo v'iin get. every-
thin oult of it. we wvalt, thlis is selnt to otler Fedekral igenciles.

I.. ator (VNImN.-oxiY. Art) we to utiderstal)(d, Mr. Sec'retalry, tfhnat
you are 'saIvinle that inl fiscal year l19111 $1,172 iion worth oif thiis
miatekrial w'hi il had boen declared oecess was in fact, after sci'eeiiz
11.14d by thek Department of Defense a18 comparIIIed with Only $597
million; theo year before?

Mr. Mvdxximv. Your st atement is coret, Senator, but I would point
out. to you that the uise of the( term11 excesss" mleanls excess beyond the
needs of thie individual wluo pt it. into it category w*%hero it-, can be
irie-wed fromn the viewpoint of outr total requirements. *Wo happen
to consider our total reqirements as ibing U.S. dollar requirements.
Anything anybodyv own-s is consideredl Departmient of Defense owner-

;hip -atw are doing, as a. matter of fact., is exactly the same
systemi that I used in"Aontgonierv WNIard nationally. When store
A had something in excess, we circuilarized it, before selling it at half
price, to the other stores to see, whether they could use it and had a
need for it.

I think her, the. use of the) word "~excess" would tend to lead one to
think that this is excess beyond the needs of the Department of De-
fense. We. didn't consider it in that category.

SRenator O'NUno~my- I did not use it in that sense.
W. MoGum&6 I know you didn't, Senator.

Senator O'A~um-y. You may proceed.

IMPAOT 010 DE1101,1NNII) 11HOCUUMMIINT
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mi.. MA1(1il"l , Tlliilk yolI, Henllttfor.

Wo hiv JuHL o lovi~tl ftnd imipr'oved otir utiliztion, i 8rol3ning pro-
Wo l!ro colHoldiinilg 010e (lll'1('}it 8161411101H o0111C014 iftCo 86 i]ntArserIViC0

141leM Ofllh('8'WhiCh will 1)0 1oCtI 1 if) I(3,y 1111,kt, f(M-1itl's.
A Hilith- 14, iliforltliioll l1!I (wil ftlhl 18bli.(hed to which pro-Hlut;ivyo!' yers,-fl l ddres 11)qliiINPH:. 'lis (0111C45 will .ftiltin it na-

Lionel! liddi'' 1iHl, 1111( will diaLibito Nll 1 lci- catfllogs.
'1'llo Vry iiiiigniillflh of or $ilpply olntratiom 1find our llittriftl

lII0(tllllli'Iil )()gI111H I8 liNlel! lihait wo will colifi 1111 I,o hanIvO It litrgo
V011111 of ul)h8 difloilI.

I),I,.N8I, AIAT11III.V14 MANAORAeMENT Iq((1(tIIAM

It, iH not, my ilteot, to cl'ntl th il)rNsion tlt nothing furtler
1,,1111till t, 110 (10110. Oil 01 Other Iiunl, I Walt you to know we aro
IWIl o o OIt' ]prohel, 1iii1l wO 1i1v, deVelopod IIIi- Inflltfi tgnill t ool
to idIfify proh. '01 1 a 1,-111id to inititf corrective itefion. I amn sub-
liltilg for fie I' eord it copy of lho "l)foetlo Matrind Maitifge..nt
lijrogrill for,' lpi(al Yea;'i 101)." 1 wolld like. to point out that tIli
is tho li( flin hat. colliipl'ellensivo iumtri'il InLilageltflell ifnp'ove,-
lleEllf )lori'all 1ilts Ieell isul Its it b)lelprilt for acIOl tiLon d1liat, it
cOlies, itldj(ill 118 Its ,i l of l io (ollIellr'(ll( fin(1 desire of' the -ervicos

('1'1o (locuinielni preferred to follows:)

TJI' l).EeI .N1 MA'TVIIEI, MANAGFME;NT I'JIOOAM, VI110AL YKA 1960

FORlWOID

ThiN pilichation sets forth a coipr(.henslve materiel ninngement improve-
lolelt progriti for the department of Defense for fiscal year 1060.
The 21 interreltited projets comprising the program are signednd to achieve

furl her Iltegrallon Pt omaeriel management In the Department of Defense, The
coul ntiuilg efforts of the individual military services to Improve their Intraservice
uIply nelivItlem ore not reflected in this program.
The program I the latest of a series of logical steps In a dynamic plan to In-

tegrate niteriel management In the Department of Defense without disrupting
the complex worldwide military supply systems and thus impairing the ready-to-
flight posture of the Armed Forces.

The program will be accomplished during fiscal year 1960 to the extent that
time and resources will allow. Similar and corollary programs will be developed
and published for subsequent fiscal years.

PERIMNs MouGra,
As8istant Secretary of Defense (Supply and Logisties).

Project No. 60-1
Project title.-Determl nation of materiel management assignments.
Objective.-To make integrated materiel management assignments for Items

of supply within selected categories of items as a result of a coordinated manage-
ment review program.

Approach.-This project will be accomplished through coordinated participa-
tion by OSD, the military departments, and the AFSSC.

Based on the application of criteria to be developed, coordinated, and ap-
proved under project 60-2, Items of supply In categories agreed upon by the mili-
tary departments and OSD will be coded and classified according to the manage-
ment techniques indicated in project 60-2. Initially, priority for coding and
classification action will be given to the Federal supply groups and classes which
the military departments and OD agree will be Included in the single manager
assignment for general supplies and the single manager assignment for indus-
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it" tolloNI.;

2, I tl MOM%' 111111. tou l l illor' 1111t 11i1" I II t~ i ltua ellio'n, ('(lilt rot, h11u1 tiot Ioc-
espivl ttttdol. Ill hieolt rol fIh reiitttt'tii 14ot't'he.

R.IIWAs o ( hOP t Wu111111u ciblitrot ('111 hlig deoi'iuti' pliini1,ty ol (14'o-

4111t% 111tilry sort'vest il trwvit id INe 1o111t11 f itrIhe ltoe 4-tiltilgo to the
I. pop il t det' t'im I I I i It i'u ig le 111 11(141%ot y hi' nillilt'a wy eri ,ilI~i

flnit allrovolt t'i'tteril, t ieotitig to flit, lilt 11gihtltil 1111gill el l t Bee-11lii 1'
Ildtt ei Il~tit roPM ihi 2.

fio e reslt of1411' i t' 111,1111tu t oil t I I ii tu t f it1111V Miry i ivten
When it Itllitit ry uorvlvo 01isstttes 111 111t1 i'll 41111 W1tl1' wtileliI 10tist11 tilui o iuh'i

Ittottt t1IIIIItlijue tili'll i rll (e1itilitt steli contotlt oxii'j Mid it eivordliloil prio-
0eI110111ttutsluttu Iioty Ito' teouttottitd. I letiitsoi lit i'11Iuisstion
Iltl Ionh'the, tttltU 111iry soy lees whielt alilien r fllest towihh' tijitt revowi' 1).v this
tAs4ostllaitlonigo'wll lie-le wil'r'ol lit Ihi refordt wvportli 1hut tiltiry Hvrvi'o for
'gthei c"lulastct do-1 Itewo Is till Iltwo fit, oto11tiry tieut, 1111 IN

to OA~Ut~ $. I. ot' deeslo. Ait titi 111tllcltI4 i it hut wiostll')(1 roit' ne
t~ M,1 &1 or ditlg etnt's t' hAtIon At' fit* eitlt on tvirotcd fll-it Aifn ot(N.& r
orrilig 1110~' n revIewOA titos lItitioit Wi't uitoir fno 'ilililtPti 0A ii1(M. &L)ti
willdutfoit 11ioeedie lit 0181 I ' alt hch Ilit the tilil'itvi'd cI't(l'il tiriltd

live h o h A111880 \\ItI% til patttlelitolo itlli iii11ltit' (WI 1111 it iii'itts.
.thtti'.phtasselteulith'1111 for iieolllgI his tritiet will ho di'veiopodl

,111d cNot' lilltoite\ fltn oMR)(S. 4& 11") basedl ont t'i'i'ititii'ltlittu olltII)IIIIt~fc h.V

Additional c'atoi'grloq of Itei'itt its ngreted upton bty the itilliy dojtartlititm
aInd 01"M) will alsio bi' slitihily eolihttl lind l ilt~ttlt'l lltl(' tlin' criteria oximressod
Wt VWolecit No. MO-2.

Thot sehodule for (etplsiti f It em review auto I temt lualingeill(nt
deti'ruuimtion wrill hi' deoenhit. uplon tilt' aiidluthllty itt t'emt reps tit tlitii'o
the additive workload.
Prolect YO. 60-22

pf,'ojrct titb--~vilpin of tunagvient niethod crIteria.
O?~rtvc-'lo i'elop eritt'ria for apIlitea(tloll to Itelits of supptly within
a~i-tpot teoiesfor the pturpiose of proviillug an orderly btasis for the

tSOltIon of thek host DO-Widt .Supply 1ntamt gellent technIque..
Aprooeh -Uni fein criteria will lie idevelopeid, eotirdlintt 41, itd mii ilttlovpi

to provide the Nbasis for determining, for each iteml ot'fiil III categories iigi'Ped
upnby the military departments and OSDT, thme sipitly tumgenient technique

which is the most e111010e1t Iii ternis of mniltary etl'ectiveness and overall economy.
Tho sevral supply management techniques are :

Tndividual military service supply management control (including local
commercial put'chnse'l.

('oo-rinlated procurement program assignments.
Single manager assignments.
Tyterserrice supply support agreements.
General services administrative support.

The criteria will provide for consideration of the supply characteristics
and functional application of each item of supply. The supply management
working group, consisting of members of the military departments and the
OASD(S. & L.). with participation by the Armed Forces Supply Support Center,
will develop proposed criteria In accordance with the objective and approach as
stated in this project statement. The criteria will be promulgated by OSD after
coordinAtion with the military departments.

OCoordination of the criteria will be accomplished separately from coodination
of the overall Improvement progrMM.
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It; IS re(cognliaed thitt one sot Of criteria mty not be appropriate for application
tA)n, VI11,0tegois8 f ito10 I1 thi niflitary supply systmiiso ind that actual experi-
enll(e 11t1iy Iidletto it lived for inoidilicetlon of the criteria. It Is, therefore, the
express ititotut of thlis proJect that the crltrit Iniltiiiy developed and approved
utimlor the project will -he applied Gily to sucil citegories of 1t0m Us 11114y be
igrod .oijIpo by the military doj mrinents and 0841) and tht upon tuho request of

nnay ntllltlry tieptirtmillt or OHL) the criteria will he reviewed and modified #is
npirolpriiute.

I'rojent No. 60-5
'rojeot tilo.-Ileni rango ofor mobilization of wor readiness.

tu~ootlvoj.JJi'o develop criteria for gildahiti of the ,illitiry departfietlts In the
s1l(cti(on of Itels to be acqlilred and rotailted to heet mobllizatlon of war reldli-ntis'5 reiiliioirelllits,

Approue.-Uriltorli will he developed, coordinted, and approved to provide
gluidinceo to th nillitatry departments for the (1) acquisition, and (2) retention
sloekltgo of Items of supply to meet unolilliztlon of war readIness requIremients
iI "Ulpfliorl. Of U.S. forces. Retenltion level obJeclive's for otto'kogo of iems In
impl)ort o ot er tintn i11.1. fores tire nolt Inelt(ded In Ihis proJeet scope.

lit theltv delolonlet (of Item criteria for mobilizloh wni war readiness, con-
141i.lhil u will lIe glveui to the utJlls tlon of the principle of economic: order
Iutinti ties to mttisfy ilheso rm11i lroinintm0

A Jolit worklltg group cohnliposed of repre4enltit tivf! of the military departmito,
the oIit, Hllr, .1(14, uaid the (AHI) (. & I.) I reviewing and evaluatlfg current
polll'us umtid practices of the uillitary services for the acquimstlon and stockage of
Iteumi4 to itieet ni(ibillzntloi (d war readiness requirements. The report (if the
joint. work ig group will Iticlude proposed DOD directives iil its ree.i.lnenlda-
tiolos whihln whent Imlemented (after coordination with the military departments
and the *lJint litutff of the J,(M) will sttlsfy the objectIves of this project.

1'ro ceot No. (10-4
I'rojot tlth.-'oliclem for the mtnagetnent of decentralized itm s of upirly.
Objeotlive.-To extaitilsh policies to the extent practical, governing that rsige

of Items of silpply for which wanageinelt has beens decentraliz/ed to include priori-
ties of tlsc(iii8itihl source.

it ppro(th.-Volicles will be developed which will-
1. Provide for unllform definitions and scope of application for local pnr-

clmse procedures.
2. Provide for practical gulldnnce to decentralized management levels

which will permit the application of the best imshness judgment In the de-
termination of the -proper acquisition source from the following alternatives:

(a) Regional excess screening lists.
(b) Long supply listings fromn interservice sumrces.
(o) Interservlce supply support agreements.
(d) OSA stores depots, Federal supply schedules, or national buying pro-

grams.
(o) Commercial sources.

The Armed Forces Supply Support Center Is currently engaged In a study (d
local purchase policies and procedures. (Project 59-3 AFMSC).

Approved recommendations of the AFSSC study project will be reflected In the
policies developed under this project statement.

Guidance for selection of acquisition source will be developed with full com-
sideration given to the necessity of insuring maximum practicable utilization
of DOD materiel assets, the economies of redistribution, and the need to rotate
war readiness stocks.

The AFSSC will transmit recommendations to ASD (S. & L.) resulting from
AFSSO study project No. 59-3. The Implementation of approved recommenda-
tions under the AFSSC 59- project will not be deferred because of additional
policy development under this project 60-4.

The OASD (S. & L.) will develop proposed guidance for selecUon of acquisi-
tion source and other policies ns required to complete the objective of this
project. The proposed policies will be coordination with the military delrt-
ments and Included in an appropriate DOD directive.

Project No. 60-5
Project title.-Procedural doctrine for the acquisition of supplies from the

GSA.



260 IMPACT 01V O)INVN iI PHt0UUtlMM1ONT

Objeoito.-1'o klitabliall R firm itotrogeneiy ulnlllratI~itui ani proetiduraeI ro-
Inthinithip I twt'@u the DOD1 iini (INA fri thui mulipiy of R~oma for wichl OAA
I111m 1ui'e' dol.itwil it" it molleve lie 1111iV,

A g~wodc ~ee %kll nu "ii otutll'ruN of "Ittilily oftl eilos 1114 wll Ito eutaip.
U14sAilti) vrovide foli nlt'orilk kindt ttuliey neqtiiiton or su ppitou froml lAA in
tl t ollow lig I'OiImA

to I'livihilgo" front Iccuiteri sIllily mhltudiloa oin. tile ini1tiotuil buying

(b) lPurelms front t4A ottires lll'utml.
(o l'11'imliamom b l WS for theo mllitlry depakllltutiolt undetlr tho1 DOD)I)-SA

A reviw ilml ev'ihitlin will bo iiliudo by tilo DOD1 loorilintuiti jrocilnteimiot

I 11g1,111 worliffig groupi tif till lletvill lirol 1-1l1ol~ Itu li ict It'lllo Muplljy I'egli.
lltim 1110 pl'oetlkirem, 1111d11 iltlrtigi'll'y l4im~tlIlll11 iffvill lilt utiy lwrv-

Iu~t\--0A atisuply oiporit bits. W iu'ro Ilv'"41eMIy, 0vh i gsm to) pl'l'nlt prot011 II rca1

tMet muihtalry e iet i A A, 1111t otbl wip l illhtu' oigonesm

14V'OJ(Y No. 60-dI
14,010.' trl.-icet~olovll'w of 14'tllo (IV 1 oogl of tilo 1loli13l'liiniog

uay tt'll.
Obhltvt~e'--'lo retviw tMet urrent 0111111 ot' tim 1041(1111,111 clitilitig mytmtll to Ill.

01110 thuat th1e 01'll'tt e(WertigI' t'ttl'il11t144 optlitilill 11t itiit on of 11Vo II11ti Hi 'm
of tompluly witilint 1l etwevil tl' ilit 1111Y merlvtt't'

.loc~a -A review wilt he 11111dit 01' II( (l' t'tl're'i 'lllt em1 C4ol r0111 tw ho "olll't'l
4e1tatlog Systemt 1110 t d l'et'tiiiittolil 1111114% ito fit 1111m. (lthoo l'X011luolm 11'(W

wai'ht Wtti cttlltig 11'irkiltg lol ov litll temlo l'll'r'lttrevio iil gtl I('11141 Oh'1

Iiilltt. TtWl reie illNU W111to liflltit 41110 111r1 pill lre teo (fty.p~vfl

(Tilei ivll caillo hi eortlilltttolil wiill'l mIt t11..01y ul'lliil't tim Nvllofi

rte lrill'(Mll pr mtoiw for1 ovrelHerilttll ic mitltit wi111(11 0 ll"o of iii

T~ito jolm ta iirae itit Armioe will reforto lOlliti AD( .&L thi rItse wil li u'tga

as' t" 0liltlt 411 tIll'o viwTle reort'?tY of Me itittollt rll o hitu e ive togmiuy
WIthI~ilsl IAIn 11W '\'dPOISlot to Ow eotrvi ll rlmlltltl fehituo ottao Ftt'i'lt
flit' loni V so oll of emlrillatll' WilliIle 11tll.. olormliH

Pro joe' Y. 60-7
Profret titfr.-fe~invoed exeess andreeni procedure.
Obheetie.--1'o deolih t 1 rOlilly im tiloti lIt-itur~ tlt)l'oCidtloli whh'hole bil

rji' r~tvc the o mpll 'tN$ reile lhl and 1 redistiio o peod 11111 m exl'lOtH ti etiec
It1e lSofg thel~ipl AR4.l rc

Approoeh.-flevise'l poit' v f14poNre will b eviedwh wildwl-
oxi. (lwsientoi thl e g*'reenlto of Oeelojmro trt frvwhibh the cotiof,

Oirrm wtl oreeltg(X'~ t ile itiigotdion fItre rvveutilll.o \,I
2. amliam fmoro ix'.4 reional scry. onshtlg iffo lcmllalioud exgees tro arty

mill n"lol wIIh wxIl leisi thu or11 rellit ltl'y sceel ilereg (il i 11111

w.Poith o uniitry adepartnts.emuseetpoudue o

transfer ofreoallyo seenedi and holng p-~lorlot ofd ees (ropet
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fititiW oil tho niililn performed by tho Armed lForcem lStitipt? Sisppott Centier,

at Jolint wYorkting gI'lilp 1i I'~illI OI~ 0)11114 deeoe trvsdD DhmrotvIi,, ('41.11) which
boo beenl bot H of "Itlifd tom III mei itr depariin ilt v fior mvotto.
'Tho AHt4I I & 1,) wil I flmpjt tolipHeoIve rleiithiig ifeuI whithli hit1y [motiil

ro 14m4 y toy Imihtt 111ury utopo illiPlitIE.
Whlt tI~mmm ii M o Iu''i rveni'I ('u o (ip ho ts tt prirdahilo, t 11( rovlmed DOD1

hhlt(111"I~ell will ho u'ooriliitmi with I li military dujlturtmnts.

011JoeoIi'e,.--'1o dov'oioji poleti tuno piilirovutm wlitt witl 111511W life I'iguitret

I 111040(or friendtily fotiligil 110 t iulmt, whtrto voou'dtiiitet alpjly oirithol1n fir

A gj~riaoe.--4'h i 11Hittd piivlt'tiroi wit I trov tdo for I olh-imunl t tloop of mtluI.
itiim it iogrimiiii H ireoitlgo toi by ii' N A'TO( milttiry uigetwy for' mlowtird-
Imt Iou, fl ot ot hor ligriouiliH rundimlu by tho NATO) panel, fill codiataion of

Ittlipjiit tt o lia1 muv~lw-
1. O1t iormillo wheti fi t juiua,, ii ro reiihrout II tile 110110 rtntnt (of l~eimo

Hiiph3 143141 011t to) I iiuiih'tauil, N ATO( ltiltnrhimittlo 1111igrooillntA oil Item

1I. RoIviHil DOt) 1I ted itut hlt I10. NA'I( Mupltply vihitile~mon mynteili
od N ATO( Ifi oo ldo't i h t m ytifli ito til (Jiolier 30, 10157.

A Ini g1111 lij oir H(PIvIiP mid A ISl44 l(pJPommiile I boom4' 11,1 'itubHlil ltdi to
Moody113 III(% ligileoliliIIIH, fivietip 11(lll'ivoihmiry liii iltimn ig r('4iti I naius, huold
rovt140 JIM1) 1 li41t liloll Ut 30.6l for' coordtlimon wit h ti ita lili iry depa11rtmiflt.
)ri,.0ll, No. 11W- t)

Pl'oet I II1u.-D ovoilioiit of loolleltim for the Bulllply of commonly Iteuits to
linwoilli.

0 NuIl.-to 11 dlpt'liilio the hEivot Il1itll of IEUppjin~yfg commlon) Categoies of

.tp protl'e .- 11111111113', it Jot it Ht uiiy wilt b ho un will t io espet Io) the reliat ively
well delloolt voililflooIit It's 1ilt4t ltitH*PtoliH of 1Hiltply ig siixettie illt ifodteui
IIIIivit 1 t I towi I,'1hl 1 iiti l t mlitly willt bo orgaizolly'4 iiii Cond~uc~ted all

04ttpt I: Moodiy 11111104 w~Itt eov (IV vele i ea 113 to joint l dy group noid c'oordinatedl
by AHD (14. & 14.) Mill I lit' mli y t eIW111)1 tmii( m, f lip .olit HtUMl, modii Initiroed
u01tiiiott of 081t . ( I'llo .ltit HinIY will OtittIlli fte i'own (if (?I Nt IAC. I Thfes
jitliil will eOl(oililim voidlernliota fit lug 1101 ntlernnte mei4thods~ of amijijly,
toIitil t~llo I lit VIi'J41VIllI( lilglilli'IiI ft one military iierv'ive In litwitil aunt

oxttteion fut Hliilo ilillnlior Ioilglilimtm or mifica(fttionsl the~reof. Plans will
tii tie'lli t'ii tol 1 11t1(-l till Ii *s 1i. ii lie 104 i tit M I I NN ti l;'orrif 'i ie '1id i'l t~io ty
oif the iitto 'omanderlll'us atnd 'oljmonent force minnminriderm with realiect to
tito lIJtIi' Iv iil't fif isitgnti(l fore'i' unt he cearly pireserved, nd( (2) supply
pllel'oil fod trocli(orH uit lie fully rempnllisve to JC8 arnd ntitled Cmlltlnfd

Sivii, ItI: 'I'tii' joint Otiity group ll maket lif1(0te study In ficcordance with the
coordinatted titlimm desc(rtibed abovi~e ando w~ill recommnendt what they consider to
Ito thI" tH'1t iilloi lit Htijhplytng Hiihilenmte and inelal materiel to li nwall.
Ift itliinlo of' mi1110)13 other t han tle existing method Is remionietdeid by the
Joint Mtudy group, the groiu's reoiii indoum11 will Include t Iillc-tlbaxel1
limmt for if il)11) tesHt of the intlod recommended.

Slep III : 'lTim reoiimieniitinn of thie joint study loroup will he coordinated
ty ASt) (S. & L.) with thle military dlepartmecnts, the Joint Staff (who will
obtain the vtewH of CINCI'A01) and Interestedt elements of 081).

Step IV: If thectoordtnttIon dlesc'ribledl li tep ItI resaultI it n deIion to test
at 110w iothoil of suliy, tbe test wiltl be Inittitted under the aegis of the Joint
Atudy group.

Step V: After completion of the test, the joint study group wvilt evaluate the
results of thve tept find( fuirita ret'oniiindttt tons for coordination by ASND-
(H. & L.) with the military depiartmnts, the *Thlnt $taff (who will obtain tMe-
vlows of ('INCPAC), amnd tflttemted elements of 081).
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objet-ilvi' tit' hifillig, lit lit'lit'tt Iut lit tttii' worilt'I)I III wit l hut' w4 hvlitl.
elliauno or witth aIIlaIIilti 0luimigt' wll litI'llml liuiit.f

l'tt'dir' taililtiyt't by Ilit' aaevtral slmigt'hum iuim11ger igtgmlt's %vill lilt tluri
antd linnaiietl. C4'hist' l1a4so will lit' i111iiit ini with 081 fi)nda lttlt iatn
foiiiisAi id rtl III 111ti1111 aniantinf t lfil lirtit-01tiliig HiN' it5II NlIttt'lil IsI . (141i1
,iltirallo Ntit 'll lit' givenm to lt% 'tovt'Iol t'llmf of' it 11iilfotri plity syN~t'ii t'oli
olrdol' antd HIIiti)~g 11 liit ttiilsblet. wihI ti ho t o llug oolit'ii'istf II( lit ''

lh'tchiaitlitI r'aillt's andI warl into capablity rt'tit'vtl by flit% coitautotllly
single' uianawtgtr ovailiif tiji reotrt Itivi' Ibtoonit''rr to ninolitoit alnu agelt.
0t\,t fotr Validai on andt votrroolvo actIlon,

A wo'trking group, i'lairirtl 1), a rt'Iir'o.4ififtil ' (lit ' (bf1h ASh)(N. & L. ), with
part telluf hut by flit' uillairy servit%. antd flit' uAnlott 111i11i11t0t1 tilm-t'iiit big tiitlt's,will votl 4lit' the t'Nossary reteachtd andit aliilysis a ut(I wHllI ttvt'lill liiiliitivt't
antd slinpl ileA pl'ttlit res.

Theli Otlop tito flit' Asslstaait. Nt'rt'tary of Ibefense (N. & li0 will rovlt'w IMeo
prtot"tlnrt's anit arrange foir vorlnt't nonilgaf lt'i of' approved lit'ctldtirtos.
Ation to tmn~lliit Vatlitdatted fotounula tmatr eorrt'cflon oif iiitdill izntltin
t't'ttllai'st antI warlilint' clpalilllfy tlelleoi'nles vill Ihe initiated biy ation t~ agoitoles
allreily ileslgiatetl (fl,.' military tleliarirfttnts. Jint. Stalff, .100.4 or, ORD) anidt
willl li', ot'rt fllat tt1 withi Interested t'leieaitst of DOD1 throtigh forziiitl stall'

Proijett oil'- tpri'atn f the coortliia ted4 pricuaroeent jrgrai n.
Objt'ti re.-To Imiprove' thlo coorditat 4ed lroetairemnait. program bnly reisinag iiand

nioderniting a pplablt' reguala tions, antd by refininag and, extIenin g program
assigiunioas.

AI proh .- DOD I nstriuct ion 4115~.1 reqtlires complete revision atad possibly
theo ptablleatioa of selmarate, policy likstriaetions for plant ntd coammiodity assign.
intnts to provide ft-- pol cy guidance, criteria, rtsj)oaulbil ities4, procedural detl tl,
antd current Information on plant andt voannmodity assignmeinits, and to provide
the fratntowork nessiary to create addlitionaal plant and commnodity atssignments.

A DOD1 working group hats been established to accoamplish the required to-
visions as described above. Based uplonl approved criteria andi application of
criteria, additional plant and coammodity assignments will be created as required
(proijects 110-1 antd 60-2).

The working group, composed of representatives of OASD (S. & L.), OASD
tContpt roller), the nillitary dlepartmeants, andl the Arnied F orces Stapply Support

center will draft the required revised or new Instructionas.
The military services, through a seminar to be sponsored by the working group,

will provide field reactions to the revised or new Instractioas. Coordination of
the revised or new instructions will lie effected with the military departnients.
Project No. 60-IS

Project title.-Evaluation of the standardization program.
Objertire.-Conduct an evaluation of the currently scheduled] standardization

program and adjust program plans to conform with actual and expected resourcee,.
Approach.-Complete the current study of the program along with an analysis

of the objectives, programing, and operations In the standardization area. The
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1 . I19'ViIW ('Hi)IIHIII9II iiliitii'ti fir 1)Ollfo M i 1(Ili 'It(9 Nod lojective"O.

11. (4V l fi t pro111 I M01141tii 1 t ll I 9 r ilittlI ill to,11 lo meIN 9H4em. i 119'(VIItliiI I
tI.111r HV il II11(11i I ii 1(1efl- of i l-o " 1H.1111A Z11111p oe tl
41. A II1til Illo 114-11 IlltlgHii wi i ~NI ill ' comullte wt pllienion (14194 ri tll antd111then
5.I~ (1111111 iir ~(t I )('tott94(91 ltl.11'I r1-ie~ oli oimdra Itltlmo(91ta om11 (lvoleimtn r or~
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1I14 1(11( till of wic w~irll tt lit 111949111)1(It th lblot (iijtar 94119i19r10.i(joif

(Jbjf'ott'e.--.1'o dlevelop Inem1flim forit' tlevllig greater tizat ion of 111( prod-
ul,(it f th lti i ldolrdiitiitl progro it In 4uppollrt Ef ttilly nimfinugoiiiot progralnN.

A 1JD(Hc~i' * tIIIII('l ot'9l(9ltrl' wiid ('(lr olte will Iso devl'elH'd s~ii ptlili(A(
to liutII'( Ilhiti nvonitllry r9co9rd"9 land I'(t requlet (et('rininittl1Hio mtudleIo properly
r(i'M('t. IjII)lt'Ov(' msidt 1rd Iiutloi neiiont and1( Mot t.prIcuiremen(9t flctloit give fllI
cl"Ilolrltionto fi(9 9119111f)111 10(4lerti I and( uil Itory HjI(9llienftiofi94 will( itltlilfriH.
The91 foIllowing ikel9tliQ IlLii94 willit utlll(rtlken:

1. I 'llilotit ('ttlreit Study llliderY9y toy OAMN (H. & L,.) osn ih lie o14'(f inIll-
tarIy HIIIIIIy i4ti 1111r(1 fo~r Hupljlly I t(911194 ii Inveutoery rn i91glfllt.

2, developp with the Armned J"(rceH 14upply Htiort eio'1(( 11 ~l~r
l1e0parillH1 it INu'jilri 991(9 of lh'foriwe irective oi t11(!19 im and conltroIl of inil1.
Illry HmllInlarilH In Inventory inanilgeiziCnt.

3. Develop Jlro(llidreHi with the APSHO( foIr effectively mnhititulisng 191illndarll-
Wiztiomi (lI(liellett to, reflect Inventory inantigemnent e!xperien~ce.

1V1ie ()AM)) (N. & L,.). t I oll ollboFrito with the AJ' 1MN(0, will de0veopI tind
leo(rdilit te n19leceHsllry 1)etinrtiiieit. of D(9f(9114( (lrectiv'H. VTe A I"NC will
InHtItul( the llefemnHry procedural chan~tges fIn t19(! standa11rdiz/ationt jpr(gran ti 119
will ('Hii 91191 1itt119t (If reviewig comlianc wfl(OIithi (994L9blbehd mHtrid91rdY In fit-
vejitory inantigement operations.
Project No. 00-15

1'rojeot title.-Extend tile Adoption of Indtutrial Stannulrds In the Tieplirt-
mont of Defense.

Objectiv.-To establish polleles and progranis to lncreie the knowledge of
industry 5911( the public on the I)Pfeniie tstanda~rdlzittion program 1111 ItN objee-
tIveni; to p~romlote greater palrticiplationl of Indtmstry nssoelltlonit In the stand-
ardlzntlon program and to eliminate unnecessary duplication between D~epart-
ment (If 1)efense and1( Indlustry efforts.

A pproacl.-IDevehop and coordinate a Department of Defense instrmetlifl whieh
wvill authorize the usne of acceptable influstrinil standlards andl spweifcatIong In
the Departmnent of D~efense with n mnimrum of coordination anrd which will
p~rohlibit tile emtalblisllilenlt of (lefenme standlardlization projects which will unnec-
essarrily duplicate Industrial efforts.

Review the programs anl potential In Indulstry and associations to determine
the scope of the Industrial Atandlardlzation effort.

Develop a program of Indoctrination for Induistrial associations and profes-
sional standards associations to acquaint them with the standardization require-
ments of the Department of Defense and to solicit more active participation by
Industry.

Determine the current extent of duplication of Industrial and military stand-
ardization efforts.

Develop a means of Improving the distribution and maintenance of military
standards and specifications required by Industry.01

The OASD (S. & L.), In conjunction with the Armed Forces Supply Support
Center, will review industry potential and needs and will develop the necessary
Department of Defense Instructions. The AFSSC will establish and conduct
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indoctrination programs for industrial groups. All efforts will be coordinated
with the military departments and as appropriate with the Office of Director of
Defense Research and Engineering.

Project No. 60-16
Project title.-Control entry of nonstandard items.
Obectivo.-To establish control requirements to prevent the entry into the

military supply systems of items determined to be nonstandard or nonpreferred.
Approaoh.-Development of a policy which will provide that proposed nest

Items of supply will be reviewed against existing standard and authorized items
and assure that procedures to implement this policy are integrated with those
developed under project No. 60-14. Development of this policy includes actions
to-

1. Determine the utility of the products resulting from the AIR and stand-
ardization programs.

2. Establish proper method of distribution of the products of the AIR and
Standardization Programs.

And in addition, study the desirability of-
1. Establishing control points of review in functional areas concernedowIth

item selection. Particular attention is to be given to the selection of com-
ponents throughout the design, development and production phases of sys-
tenis and end items and in the selection of spare parts at time of provisioning.

2. Establishing justification requirements and channels for review when
nonstandard items are specified.

3. EHitablishing Department of Defense directives concerning control re-
quirements.

4. Establishing program for evaluation of the effectiveness of controls.
The OASD (S. & L.), in collaboration with the Office of the Director of Defense

Research and Engineering and the Armed Forces Supply Support Center will
conduct studies and prepare and coordinate a DOD directive with the military
departments.
Project No. 60-17

Project title.-Interservice support policy and principles.
Objcctive.-To establish basic policies and principles to stimulate and govern

interservice support arrangements worldwide.
Approaeh.-A policy statement will be developed to include-

(a) The scope of logistics which are susceptible to interservice assign-
ment.

(b) Criteria for determination when Interserviclng assignments should
be made.

(c) Criteria for determination as to which military service will be as-
signed an interservice function.

(d) Provisions for the adjustment of resources attendant to interservice
assignments.

(c) A fast, decentralized decisionmaking process to permit agreements
at the lowest level practicable.

(I) Uniform definitions for the various techniques for interservicing in-
cluding resource adjustments.

A joint working group from the military services, the Joint staff of the JCS
and the OASD (S. & L.) has completed a draft DOD directive to accomplish
the objective of this project statement. The draft directive, modified in pzirt
by the OSI), has been submitted to the military departments for coordination.
Comments from the military departments have been received and are being
analyzed.

The OASD (S. & L.) will prepare a revised draft of the proposed DOD di-
rective based on the comments of the military departments andl the joint staff
of the JCS. This draft will be submitted to the working group for group re-
view and comment. The final draft will be coordinated with the military
departments.

Project No. 60-18
Project titlc.-Development of optimum DOD depot requirements and or-

gapization structure consistent with military effectiveness and economy.
Objectivc.-To eliminate unneeded duplication in depot organization, adminis--

tration, and operations.
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Approaoh.-A proposed DOD directive providing basic policy to promote op-
tlimn utilization of multlcoiniodity storage sites within each military service
will be developed by OASD (S. & L.) with participation by the military depart-
ments. The proposed DOD directive will be coordinated with the military
departments.

An analysis will be made of existing depot supply organizational structures
(i.e., Army general and branch depots, Navy primary stock points, Air Force
AMA.'s and weapons systems storage sites), supply distribution patterns and
facilities to determine overlapping and duplicating areas susceptible to greater
intraservice Integration in accordance with the policy to be developed as indi-
cated above.

The military departments will make this analysis and determine where con-
soli(latlons will be effected.

Project No. 60-19
Project titlo.-Analysis of order and shipping time.
Objctirc.-To determine the optimum order and shipping time for materials

flowing through the supply system, giving due consideration to the fact that
the supply system must effectively support wartime as well as peacetime
operations.

Approwzh.-The elapsed time between the placement of an order for material
and receipt of the material must be as short as possible commensurate with the
military essentiality of the item, the urgency of the need, and the economic con-
sideration involved.

Increased emphasis should be placed on current service projects covering single
line issue document and improvements in the requisition priority systems, and
the projects of the )O) uniform supply documentation working group. The
products of these projects will be incorporated in appropriate departmental and
DOI) Instructions. The )OD instructions will be coordinated with the military
departments. In addition, a uniform and optimum priority system for order
and shipping time must be developed for use in single manager and interservice
supply support operations.

A working group composed of representatives of all military services, chaired
by OASD (S. & L.), who will conduct the analysis required to develop the uni-
form and optimum interservIce priority system for order and shipping time.
A 1)OD directive will be developed and coordinated with the military de-
partments.

Project No. 60-20
Project title.-Preservation and packaging policies.
Objective.-To develop improved policy which will provide for the application

of optimal preservation, packaging, and packing methods and materials required
to protect military supplies during storage and shipping.

Approaclh.-A basic set of guilelines will be developed that will cover In more
specific terms than present policies, the various policy aspects of preservation,
packaging, and packing.

The OASD (S. & L.), with assistance from the military services, will develop
Improved policy and criteria covering preservation, packaging, and packing of
military supplies. The results of the recently completed DOD packaging study
will be used where applicable.

A revised DOD directive will be developed and coordinated with the military
departments.

Project No. 60-21
Project title.-DOD-GSA coordinated storage space utilization programs.
Objcettv.-To develop policy and procedures for the provision of storage

space to the GSA in active DOD depots.
Approach.-A DOD directive covering the policy and procedures for making

space available to the GSA as requested will be developed. Such policy and pro.
cedures will give consideration to the following points:

(a) Relatively Inactive bulk stocks of the GSA will be maintained and handled
by the military department operating the active depot under tile terms of tile
existing cross-servicing agreement between DOD-GSA.

(b) Space in active depots for retail issue of GSA stocks will be allocated to
GSA on a tenant-landlord basis.

(o) Depots which are excess to the requirements of the military services will
be provided to GSA only by transfer of ownership from the military departments
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to (SA. If storage space is desired by GSA in inactivated, stand-by military
depots, storage space will be provided under arrangements whereby the military
departments will not furnish maintenance and operation either with of with-
out reimbursement. Maintenance and operation will be provided for by GSA.

(d) When a military depot installation which has a GSA storage mission iS
to be inactivated GSA will be given the option of accepting transfer or opera-
tional responsibility under conditions outlined in "o" above, or removing mate-
rial stored in accordance with current agreements.

Storage space and the facilities to be made available to GSA will be de-
termined by the individual military departments based on requests from the GSA.

The proposed DOD directive referred to above will be developed by OASD
(S. & L.) with participation by the military departments and will be coordinated
with the military departments.
Project No. 60-22

Project title.-Evaluation of ammunition outloading and storage facilities.
Objetive.-To provide an appropriate balance between ammunition outload-

ing and storage facilities and requirements for such facilities, and the develop-
ment of the optimum DOD distribution pattern for ammunition.

Approach.-A current study is developing the optimum DOD distribution pat-
tern for the flow of ammunition from manufacturer, through storage, to the
outloading terminal.

Based upon the selected DOD distribution pattern, the least desirable facili-
ties will be recomnmended for Inactivation. The study is being made by a con-
sultant firm. During the course of the study, progressive steps are being co-
ordinated with representatives of the Army and Navy and other OSD offices as
appropriate. Upon completion, the study and its recommendations will be sub-
mitted to ASD (S. & L.), who in turn will coordinate the recommendations with
the military departments.
Project No. 60-28

Project title.-Integration of supply and financial management techniques and
controls.

Objective.-To assure that supply programs and supply controls, and budget-
ary and financial policies, procedures and controls are compatible and effectively
support supply operations.

Approach.-The interrelated supply and financial management techniques will
be reviewed and recommendations for corrective action, if required, will be
processed to accmnplish this objective.

A comprehensive study plan will be developed by a joint working group to
accomplish the scope of the reviews. Currently available and applicable study
results, including AFSSC project 59-2, which are available in the military
departments, the OSD and the AFSSO will be utilized in the development of
the study plan.

The study plan will be coordinated with the ASD (S. & L.), the ASD (Compt),
the joint staff of the JCIS and the military departments.

The review will be conducted by a joint working group which will develop
conclusions and recommendations.

Personnel for the joint working group will be provided as follows:
OASD (S. & L.) 1.
OASD (Comp) 1
JOB 1
AFSSC 1
Military departments (each) 2

1 Assistant Secretary (FM)
1 Assistant Secretary (Log)

The review will consider-
1. The advantages and disadvantages of stock fund operations under the

"vertical and horizontal" concepts of organization and extension to the
retail level.

2. What operating controls can be substituted for the currently prescribed
apportionment controls.

3. The documentation and validation of problems attributed to stock funds
and recommendations for solution.

The review program will Include field analyses. The reports of the review
team, together with the conclusions and recommendations will be coordinated
as applicable within the DOD.
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Evaluated conclusions and recommendations willbe coordinated with the A-SD

(Comptroller), the military departments and the Joint staff of the JCS by the
ASD (S. & L.).

Approved recommendations for revision to administrative regulations and ex-
Isting legislation will be processed through normal channels.

Approved recommendations will be processed by revision to existing regula-
tion or legislation as applicable.

Project No. 60-24
Project title.-Improvement of commodity single manager progress report.
Objective.-To provide the single managers and OSD with adequate uniform

management data to facilitate the supervision of the single manager operating
agencies.

Approaclh.-Uniformu minimum essential performance data which will permit
the maintenance of consistent, continuous statistical data upon which to base
evaluation of operations and measure progress will be developed for reporting
on a periodic basis by operating agencies to the single manager and the Office
of the Secretary of Defense.

The present single manager quarterly report will be revised to eliminate non-
essential data, add essential management statistics, and improve format to facil-
itate review and analysis.

A proposed revised report format and instruction will be developed by OASD
(S. & L.) in coordination with OASD (Comptroller) and coordinated with the
military departments.

Upon coordination with the military departments, the current DOD instruction
will be revised.
Project No. 60-25

Project title.--Development of management data for coordinated procurement
program.

Objective.-To provide the military departments and the OSD with adequate
uniform management data to facilitate the supervision of the coordinated pro-
curement program.

Approach.-An interim management report has been installed on a trial basis.
After 6 months experience, this report will be refined as required and established
as a permanent report.

A working group, composed of representatives of OASD (S. & L.), OASD
(Comptroller) and the military departments will develop the required report
and incorporate it in DOD Instruction 41115.1, the master directive for the
coordinated procurement program.

Procurement offices will compile and submit the report to their parent military
departments for analysis and consolidation. Consolidated reports will be sub-
mitted by the military departments to OSD for review.
Project No. 60-26

Project title.-Surplus sale structure and management improvement program.
ObJective.-To establish surplus sales office on an interservice basis, by con-

solidating existing sales points (315) into 35 new interservice sales offices; to
establish one interservice sales information office on a national basis; and to
initiate other management improvements as required.

Approaoh.-A comprehensive review and analysis of this area has been com-
pleted and recommendations developed calling for the establishment of sur-
plus sales offices on an interservice basis by consolidating 315 existing sales
points into 35 new interservice sales offices and establishment of one interserv-
ice sales information office on a national basis.

Other management improvements call for establishment of an integrated
surplus disposal training program, and improved merchandising methods which
Include changing the basic terms of "excess," "surplus," and "foreign excess"
for more realistic terminology such as "redistributable property" for "excess
property" and "salable or marketable property" for "surplus" and "foreign
excess property." In addition, consideration will be given to taking such action
as is necessary to the development and utilization of more realistic values
than acquisition cost for reporting of surplus and foreign excess personal
p r o p e r t y .. ...

An OASD (S. & L.) military service working group has completed a review
and analysis of the surplus saIcs structure. This same working group will
consider additional management improvements and develop subsequent rec-
ommendations. The approved program will be published in a DOD directive
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after coordinatlon.with the military departments. Necessary changes in exist-
ing legislation will be processed through normal channels.

OLOSSARY OF TEIMS

Armed Iores Suppl ly Support Cen ter-Actions of
Actions indicated am a resn)silbllity of tile Armed Forces Supply Support

(enter will le tndertaken after alpproval by tie Armed Forces Sialuply Support
Coullil. 1tconl01111P1IIItdtolls made by the AFSXC will be subject to the approval
of the Armed Forces Supply Support Council.
("oordhflated procurem cott

Single procurettient assignments on either plant or commodity bases.
Dresigua ted classifies lion. agency/

An agency which has been given tile Item clissfication assignment after co-
ordination by th0 military departments or the Armed Forces Supply Support
Council.

)irectly related to a weapon
A collonent, assembly or part of a wealjii and directly associated and

Alcalized: (1) guidance equipment, (2) weapons handling and launching
equipment, (3) training devices, or (4) tools and test equipment, including
coatlipoeat4, assemblies, and( parts therefor.

(eneral Setvices A administration
As used, relates to the following facilities and sources of supply:

1. (SA stores delots.
2. Federal SUpl)1y schedule.
3. National buying program.

Hotnoiienotm groups
When used In connection with the single-manager tecliique- "Items of supply

with comon11 basic material content, produced by it COlllllOll segment of in-
dustry or Items of supply having the same general functional application "
When used in connection with tile coordinated procurement program: "Items of
supply with coalition basic material content, produced by a common segment of
industry."

Intcrservice sUPPI support
All material management functions at the depot (prhnary stock point) and

inventory control polnt levels are performed by one military service for the
benefit of two or more military services. (No Inferences should be drawn from
this definition as to the funding aspects of interservice supply support.)

Items of supply
Materiel within the scope of the Federal catalog system carried in stock at any

level to support operations. (Excludes research and development items and
weapons as defined below.)
Materiel m atiagemcnt

Management of an item of supply from determination of requirements to dis-
posal. (In sonic cases certain functions may be excluded.)

Primary operational mission
Functions as assigned to each military service under the respective "primary

function" sections of DOD Directive 5100.1 dated December 31, 1958.
Weapon

Aircraft, vessels, missiles, artillery, small arms, combat vehicles, air defense
systems, air defense communications systems, and special weapons.

Mr. McGnum. The keynote of this program is integration of mate-
riel management. Almost 2 million items of supply are included in
the program for review.

We intend to make greater use of the GSA for supply of commercial
it.ms and there are projects which will improve and make uniform the
procedural relatoinship between the DOD and GSA.
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Senator O'MAIONEY. This is a departure. It issomething you in-
tend to do in the future.

Mr. McGuiRE. I am not happy, Senator, and I think I can speak
for the services now, they are not content either with the amount that
we are using GSA. I hope I will have the opportunity later this
afternoon to discuss where we can utilize GSA in those areas of the
commercial type items that are common and let them be our supplier
and take care of this inventory management problem.

I do not know why we should waste our time on that. It will not
win a war if we have wastebaskets or not, is my position on the
matter.

Senator O'MAHONEY. However, my point is that is a program you
are now instituting. It is a new program.

Mr. McGuIRE. We have it underway. We have done some of this.
The Air Force has done a lot of it.

Senator O'MAHONEY. How much do you expect to do?
Mr. McGuinu. I can get that figure and show you last year, or I will

show it to you progressively. In 1958 from GSA we did $364.5 mil-
lion. A substantial part of that, $196 million, was in the Air Force.

This is when we started asking why not in the other two services.
In 1959, we did $482 million. That is a fairly substantial amount of

progress percentagewise, but dollarwise, to me, we have not even
tapped the till on this.

Representative Cunris. I was just going to ask you to distinguish,
as you discuss these, between procurement and distribution. Is this
procurement and distribution?

Mr. McGUIRE. Both.
Representative CuRTis. Both?
Mr. McGuInR. Both.
Senator O'MAHONEY. You would say that you have not even tappedtheo possibilitiesIMr. McGun. I agree. I think that our rate that we are now run-

ning is about 525 to 550. I think with the steps that we put in in
the last 3 months to emphasize this, it is conceivable, and I would
not care to be committed on this point, Senator, we could go as high
as 650 this year.

Senator O'MWAHONEY. 650? What do you mean?
Mr. McGunE. $650 million.
Senator O'MAHoNEY. $650 million?
Mr. McGumnu. That is right.
Senator O'MAHoNE.Y. Can you ever get to a billion?
Mr. McGuxmE. I think so.
Senator O'MAHONxEY. There is a tremendous group of figures here,

you know, that mean very little to us, at least to me, without asking
many seemingly hostile questions. They are not hostile at all. We
are attempting, however, to determine how much you can reduce from
the budget of the Department of Defense if you have real control of
this duplicated purchasing.

NEW ATMOSPHERE IN THE DEPARTMENT OF DEFENSE . ,

Mr. McGuIRE. Senator, your interest in this progTam and your
amendment has been of considerable assistance to me in getting some
of these things accomplished. I do not mean that I got them accom-
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lilt'ld|, li, f el [ 'an1 'loll 'o llut th luiiuosphlielO ill t.h I)ol)pit1lU11 it of
1) elso 1lnd te It nlizut ion of what, you are 1,dk lug ibolut iW !dt or

n111derstood.
I do tot Msly flint. 0. hUtt 0',yu tt all, I 1i aI fact..

01111(or (LMN OVn, 'ln you know wlat, WO are Rfter?
Mr. Mc(hilnu1. .1 th'611C o.
Seato' )'MA110MN.w. All Illure of uiis tip llere have iuid a livly in-

te rst. in t lis for mlny Y0a's 1111d wo seo only slow pl'og1'te,55.
Tll wiy you Iro filtilg I lhi afltenoon 110C1 illiIa, UI OWL l)OIRhM te1-

)ltl he 11ore progressIdll I .1o a l eemled possible.

MOitH (o{lH)PItIA'I'ION WIll 'T1l, (IEIIAIa MNEIIVICICH AI)MINISRIM'JOIIN

Mr. hv( hmuu,., T know 011t yesterday tle iut.or onl tle estUblish-
melt, of tiho so-eallel haudtool se ,ciou (a111M n ), ulN to whot hr 0o' itt
tlore wero r'ulblings tlt, thy Woro seekilig to 111(o this Ihsiltess
away from GISA.

I vanUlNU You tht, las fill' Is 1 11m1 eolrle we 1ro 1iot;, I (1o
not mind having tho warning. I do not, think it. is 11,essitry, uit, I
just, have llo objeet ion to iL,

Tle thing we ire talking about, lhere is colnlnereuil coinon typO
tools. They should go to (JSA, oxeopt in very 11us11l cases whre it
is going to take eonsiderablo justification by so1neon niot to give tliei
to GSA. Tlhere) is the Sl)eeiadized lilit'aiy type of tool. 'l'llis is not it
hammer. It, is not it screwdrivor or itl aeksaw hhulo. It, is a special
tool that. usually goes with it piece of equipment. I doubt if (ISA
c ould buy them or has that. etlability at, the iomenlt. We would ex-
Ipot. to retain thosA.

In the hauidtool business, we have a. business combining bo0th of
thest eats'gor's of roughlly$25 million a year. I think $7,ti00 000 or
theralbouts, primarily fr(;m the Air Fortv', and I cannot tell you the
xact, amount because there was some local purchasing in there, has

ben goingg to GSA.
I would not, be surprised to see this GSA figure jump very high as
result of our new single manager assigmnen t, rhis is the reason

we are forming it, to get it, all into one arem. The beauty of the single
manage r is that you can isolate a block of items and you can sot up a
P. & L. operating statement and get . measurement of what you are
doing.

This is my opinion on that question that vas raised yesterday,
Senator.

Senator O'MAIoN.EY. Are these single managers military men, or
civilians?

Mr. McGum. The single manager himself so called, is the Secre-
tary of the service that has the assignment. Obviously he personally
does not manage the operation. The executive director manages it,
and reports to the service secretary.

These men are all, I believe, military men, but the staffs of the
single managers are predominantly civilians. We are moving in the
direction to get a high level of civilian continuity in these operations
so that we do not hlive a rapid turnover.
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I Would point out to you, however, that. thlie is a vi tio in litLvij1i
inforlod military persoliliol internrixed with civiliiins be;ItIiso 1)(wl) e
who sit ill wu'0IholslHP. know very littl, about whti i, r Aei ill (he
field 1nid ltinliol, tli reform, '168 inforilled quiestiols. ou havo to
liiil I iiixitfliI' 1) ill the lp'Ol)or degree.

Sellator O''IAIIONFY. Who lilt8 itfhiority, thi Irlita'y TIl,10 or the
civiliali?

Mr. MCluItIII. Well, tlio Executive l)ireotor, Sonator, ii it military
inutit lie litL ilk your t0r111i8, the authority, but thero are nlulmnxrs of
(iviliin pCole also who have authority is varying degrees dowl the

Sector O'MAIlONI/. You calo from Montgolnery Ward. That
111iaksO it, COlar thiit, You liLVe had OXIM)011Mlli with business plurchasing
ind big distribution. )o these military iaiuigers have sue0-

ei;X lleo f(

Mr. MOOunlii,. I (0 not, l(0now ally of them that have had that specific
tyo of retail oxpw LtAJ but I wouhl point out t) you that. peoplefilto miyself, Ftredlhilint who is ilClioe Nalvy anld hiad a wmilparlablo

job to mine, clini from .1. C. P01)iiiey, or Ray Fogler tfore him-
iivio had sonme retail experience. Mr. Ilangen, who works in the
supply Centel', was with J. C. Peney.

Ido not think there is any place in the military that gives us the
same kind of oxperienco we have in Ward.

Senator OMAION11Y. HaVe yOU road the law, or the particular
sections which deal with this natter?

Mr. McGUim. I think I have, sir.
Senator O'MAHIONE.Y. Could you tell me why Secretary Wilson

thought the Department of Defense should be exempted?

WANT TO IEEP IWLATONS WiTH 0SA FEXILE

Mr. McGuinn. I have never discussed this particular point with
Secretary Wilson nor was I in it At the time of that decision, but it has
been my understanding that lie felt that because of its peculiarities
in requirements and its relative size, the Department of Defense
should have authority commensurate with its responsibility. I think
that possibly, although I do not know this, somebody may have had
an argument about the ability of GSA to respond under certain
conditions.

We have worked closely with GSA and we are trying to utilize GSA,
as I see it, now and in the future.

I am not happy about how far we have gone.
Senator O'MAHoNEY. Does the Department of Defense now enjoy

an exemption?
Mr. McGuiEm. Yes, I think they do, sir.
Senator O'MAHONEy. Do you think that should be allowed to

remain?
Mr. McGucIi. I do, yes.
Senator O'MAHONIE. I will be interested in your explanation of

that.
The CIAIRMAN. I think that would be very interesting because you

have been saying that, in your judgment, these functions or these
items should be turned over to GSA. Yet the President's Executive
order in 1954 gave to the Department of Defense the power to exempt

277



IMPACT OF DEFENSE PROCUREMENT

themselves. Why, would it not be a good plan to have another Execu-
tive order revoking that 1954 order so that either the President or the
future Secretary of Defense would not be tempted to exempt himself
or exempt the Department I Why notI

Mr. McGunE. Senator, I told you that I was not in this particular
decision. I know of its existence. I am speaking in terms of flex-
ibility. I am also saying that because we have that exemption I am
not taking it necessarily as a mandate. I shall take advantage of
what looks like a good deal to me.

The CHAIMAN. You know the phrase in the Lord's Prayer, "lead
us not into temptation."

Mr. McGuiRE. I have been tempted many times in my life.
The CHIRMAN. It would be a very good thing if you had another

Executive order which would enable Truman's order of 1949 to con-
tinue.

Mr. Staats this morning, presenting the Bureau of the Budget,
said he would favor the end of exemption. If the Bureau is in favor
of this proposal and if you say you do not want to exercise the powers
yourself why do you not favor the end of exemption and then with the
budget Bureau and Defense together we wil get it through?

Mr. McGunlE. Senator, I do not think I said that I did not want
to utilize the exemptions. I still believe we should have this exemp-
tion. I am saying that if we find an item or a category that could
go to GSA, in spite of an argument that could be made, we can do it
the other way. I am going to do it the cheaper way or the most effec-
tive way.

As to the Bureau of the Budget on this particular matter, I have
never heard this expressed by the Bureau of the Budget. However,
I understand this is in their province and if they want to recommend
it, I am sure the Department of Defense would examine the situation.
That is their privilege, I am sure. I had not discussed it with Mr.
Elner Staats. I understand he did make the statement this morning.
It was a surprise to me. They have never raised this question with me.

Representative CURTIS. It would seem to me that your policy that
you have expressed you are following of wanting to'increase the use
of GSA would be in accordance with the removal of this exemption
because you are going ahead with what you can. It is just a question,
it seems to me, in the ultimate decision where there was a dispute be-
tween GSA and the military, that the military could overrule, and
yet I would say this: that from the standpoint of past experiences the
incentive to go ahead and get this program on the way would be more
in the GSA's sphere than it would be the military. Therefore, I would
think it would be good to have it changed.

Mr. McGuiRE. I think you are asking me for an opinion. I tried
to give it to you honestly.

In the contention upon which you are putting the question to me,
I would be silly to say that I had really studied this thing in great
detail. I have not. Understand Mr. Staats made the statement this
morning. I presume I will hear more about it from Mr. Staats.

Representative CunRTIS. I think there is one good thing. Your testi-
mony indicates you are following out what we would like to see done
by tfei removal of this.
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Mr. McGuinE. I might say this, Mr. Floete has been, very acti6ly
working, and I think very well, in what is known as the Federal
Procurement Regulations. The Federal Procurement Regulations
should seek to cover all Government agencies in order that there be
a common understanding with industry.

We ought to try to make it as simple as we can.
On the other hand, the kinds of procuring problems that Veterans'

Administration, for example, get into and some of the other agencies,
GSA, to I)e specific, are not necessarily the kinds of procurement prob-
lems that we get into.

My position on this has been that where we have the same common
probleIm, we should get together with GSA and agree on regulations
which can then be issued jointly in ASPR and in the Federal Procure-
ment Regulations.

We happen to have the ASPR regulations. It is the only place in
Federal Government where there are comprehensive procurement
regulations.

Representative CURTIS. Would the Senator yield?
Senator O'MAHoNEY. Certainly.

GSA AUTHORITY OVER SURPLUS DISPOSAL

Representative CURTIS. This is a collateral point, but it again relates
to the relationship of the GSA and the military, the disposal area. As
I understand the regulations or the law, GSA is the agency which ac-
tually takes care of the ultimate disposition of surplus property that
is surplus to the governmental needs.

Mr. M(GuTIE. That is right.
Representative CURTIS. Yet in the areas of these items that are gen-

erated in the military, the GSA then passes on back to, say, the Army,
the authority for handling the actual disposition. In other words,
the Army will sell directly to the public in these surplus sales, and I
was just wondering why. That strikes me as being not a very efficient
method of proceeding. We want the public to know what is u'p for dis-
posal and if you have all sorts of agencies that can dispose instead of
concentrating it in one, you tend to have less buyers.

Would you comment on that?
Mr. McGuE. I would be glad to, Congressman.
First of all, GSA does have the regulatory authority of selling sur-

plus property under the law. This is their responsibility.
In the area of military, so-called "disposal," this is surplus, if you

will, generated by the Department of Defense-
Rpresentative CURTIS. But not military items themselves.
Mr. McGuiRE. Anything within that category that we have, even, of

Course, if we bought this originally from GSA conceivably could come
out the other end of the Lopper.

Representative CURTIS. That is right.
Mr. McGuiRF. We are handling this.
The truth of the matter is, and I see nothing wrong with it, we

have about 95 percent of the material of this type due to the nature
of our business. Our business is one that creates surplus to somn
degree. In other words, we wear out tanks, we wear out ships, and
we wear out submarines or airplanes. In order to maintain a strong
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tie follso posit lii, w(' Uiw11t. it'j dnt'e t~ls iteI ~N~i if iiio'o II lf(l('lt
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N.i dupIlltetI by ( '1SA It v ct'y ipt ill.
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MWli't s to is it Mt p ill tile right ti i edtitn. lt, nlily wetl Ilbe fltt (11S1k
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will also (to tilt, snllt t linug ati([ tie lip e S-110Otit-e. It, eottld work*
(lint ay

IpRosent.t llflye (71'trs. i',bit.lit Int dil tf (1,8A is onle aint in
tile military it is IIh(t, Anvny, thle Navy, Air, Ioreu', MAhrine Cor-ps, and
110.nV011 know(\s what.

'I'lie point I nunl trying 14) gu't. att. is, here- we nreo tryitig to get, fite
Most dollar's for t be'o surlus11 inn1terils from su'llilng tieml -to I lie
plieic andi it is A.ulite a biusities.s tlit'so (blys tof golig arloundl( to thec
vatrlolls nge'me~is t it net tililly ezIII do the .soll lug atid if yoti tireo In
the know youl Canl dopretty woll, bit if it, were 'otoivetitratetI ini 0111
spIot,, lie smaller aiittO n d tittile p 10'eopile would get. ill oil tii
lbli-ilwlss and bidI for' it.

Iiieidettlly, I puit in tile ("onigrossiotlill Record Ilast, week it re1 ort.
oil the u1se of e'lo.A'd TVW eiriuts t linit. fli Army iinsotl reeitly, vilich
is tIluite illtorkstiiig. iiot, coniclsive, but, to deiiioiistxiite' the teve inliques
thlat. did develop, and whyI shiotld the Armny be in that kind tof btisi-

nes For hepaven's saethait. is tile type of thing I wouIhl expect
(ISA. to he develoh)ig, no0t. military peol~e. hnli upu

Mr. 'Mc~uuuw. Vt a-ve fte responsibility for hadigomrsipu
nulder tile pl'x'5isse tt'i

This is physical located in areas, just as I presume GSA in its
regional set up has physical loat ions.

if v'ouir polit is thl eofllSolidhitiOil Of the1 issuance1 Of the1 lists to the0
puiblic- and so forth, we are taking steps to do that in the biggest end
of the business right now.

You provoked an interesting question. It would seem to me that,
having the biggest end of it and having handled most of these items
and knowing what they are and having developed them, to get them
to that, point, if we just simply turned this material over to GSA it
would require more manpower to duplicate some of the work we have
already done.

Representative CURTIs. I doubt if that would show up in light of
the kind of stuff you can sell to the public.
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Mi'. Mdc-Cuttmu,. With our criterit for selling, the auction methods we
have tried, the sealed bid iTlethod$ and you mentioned this television
0o11o Wlihi 1has vel'y iiiternesting iii)lilCatiolH, this widens the field in

different i ares and to the sinall businessmnan in particular. I believe
(lhat, we Itire doilig everylxhing at, tle iiolinet, that, GSA can. We work
very closely with litI lin( tandhey 1ie, V uw oll progral li

It, wis proposed once to mie, which 1 turned down, that we take the
entiro prog11)g1'intd give it to (SA.

Now, what this follow was proposing to me was to let the other
I'ellow worry about my probleiis. This is not ily idea of how to run
this business.

M1 ILI'AiRY PEI(ONNEIi SitOiJI)JD CON (EN'tAI''. ONLY ON ,Ii,1'i'AflY I'IIOBIllM8

Representative Cuit'ris. Of course, there tire reasons why I would
like to see it, in GSA, but, one reason is when we get it over there, we
take tei uniform off it, and it is very important to get the military
uiniformn oil', because we always get into this element of security for
iiiilittry us3 andso ( .

Furtiierniore, 1 think the extent to which we can get the military
lolrsonel(l to deail with military problems and off of problems that tare
of a civilian type is all to the good. Certainly disposal of this kind
of surplus to the general public is nothing that we need to train men
in military camps and military techniques in order to engage in.

'1hat is ;ll I wits driving at.
1 did want to bring it, tit) t this point because we were in the dis-

cussion of the relation of GSA to the military establishments.

MATERIEL , ANAOEMENT ASSIGNMENTr

Senator O'MAIIONEY. Thank you.
Mr. McGuire, let me get back to this defense materiel management

program. Will you turn to your prepared statement. This I under-
stand to be a new development, a new l)rogiam. You say:

The Defense Materiel Command program Is a related group of 20 specific pro-
Jects which the military departments and the Office of the Secretary of Defense
have agreed upon for accomplishment during fiscal year 1900.

Give me some of those 26 specific projects, please.
Mr. McGUitE. One is the determination of materiel management

assignments, and I will give them to you, sir, by title and will go back
to each of them and amplify them if you wish. I think they cover the
whole scope of our problem.

Senator O'MAHONEY. OK.
Mr. McGuinn. I can give you the status of each of them.
Another is the development of the management method criteria that

we will use.
Another is the item range for mobilization for war readiness.
What this means is if we are fighting a war on mobilization reserve

stock, we do not need nine kinds of toothpaste. We only need one.
In peace we can afford to have several different kinds.
Everything across the board does not get this mobilization treat-

ment. We need a toothbrush and a toothpaste and it will do the trick.
In other words, we need essential items of survival and not luxuries.
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AiMoher one is I1ho polic ie" for tho 11111nom 111mge111t, of deemnt'rlaized
iteus of supply,

Allot her ot e is the proeedurai dt ochtinel for tho tw(juisit ion of Sll)l!! ies
from (ISA, 'T'his is an emupjhais on I ie fiing w Iavev IIecI t lig
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we go iII and dho olle thing we learn somelleting vise or we 1111Y 1111d1 wve,
)ut , seinie hlig into effect t-1111. is wrong ind Ne muly ha\'e o c1thanlgo it.
This onle is pra ticall .oNtilet e.

Aotlher one is Ite'u'attoulitil cataloginlg. This is very imhportat.
f we ari going to fight a world wrl with allies we should have better

idntifieal ion of thioitems we are t ilking aihout The NAT) nationsare stat ing to Aso out, caalog in" mtm. Australia has lake it, up.

Canadta is considering it.. Aciuil11ya. uniher of our loc al States have
taikeI it. on also. It. isImporl ant. if wre are to mol assets, or even to tight
sith h side, that. we try to gt, uls nui(I is possilble, it comimnon
idet iicat ion system. We may eari something from them also. We
have ill Certa ill alras. It, is a two-Wllv st ret.

Another is lhe development of p'olicies for the supply of coliillion
it ems to Vowrsea couiimanIids. e are planning a test, on this in I lawaii.
This is the extension, really, of the single manager system outside the
lerritorial limits of tile united States.

Another is mnpiovemeit of single manager eflicieney and wartime
reaidinless: .11so the improved, nt of tile coordinated proiureiient prso-
viralm, and the evalnat ion of our stan(Ii'dization program. This is
ihe area where, with all good intentions, 1 think we have spent too
much engineering application on trying to standardize.

tRYEIIAlL2 ('ON'I'IOL.

If I may lise as an example a wastepaper basket, I can standardize
by settingsix of them out in front, of me and deciding I need a medium
priced one and maybe a little better priced one. That is all I need
to do to standardize wastepaper baskets. I call it eyeball control.

'We think we can apply nmore of our engineering efforts to the highly
technical fields of standardization. In addition, instead of imposing
on industry, and I do not. say we have, but I want to be sure we are
not., military standards where there are already acceptable and usable
commercial'standards in industry, let. us ueSOthem. We do a lot of
this right now in the commercial automobile field. We do not need
a standard for a commercial vehicle.

Representative CURTIS. It would be interesting to know how far we
have gotten on some of these; for instance, your eyeball control thing.
I think on toilet articles, 14-percent common uses are present-

Senator O'MiHO.x But, NMr. Curtis, this is a plan for 1960. It is
just being worked out now. I want to find out how extensive it is
going to be.
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Representative Cuirris. That is right, but I think in some instances,
Senator, they have started on it, ad(11ave had some results.

Mr. MWGuill. Senator, I (1o not want, to be misleading on this. I
want to Ie very clear af4 to what I ll saying to the committee because
1 iieed ycur hel) in these areas, Some of these programs are not now.
It is the cxpaLii8on and emphasis onl these programs that are agreed
Ol by thie iIlitary services as sonet thing that is necessary to do. They
are telling me tley want to do it and are in agreement with us, This
is an important first in psychology.

Secondly, these are in various stages of accomplishment.
For exiainple, I think you. mentioned the one on the eyeball control,

as I called it.
Let uF tatke first, this item range for mobilization of war readiness.

We Sent out a task force to develop this thiig and try to put into
Iriertpecive what we were really after. 'Tme task force report is
complete. Two inistructions to implement this have been develoj)ed
and are now out for sorvice review and for the Joint. Chiefs' review.
Obviously, this gets into strategic capabilities and the Chiefs must
hlavo a say in this.

I might also add there is another facet to this thing. We contend
that the big emphasis ol the mobilization reserve should be in the
important items alnd not in the low-value, long-span items. This is
the one that might be a 20-cent item and for economical purposes it
mi ght be better to buy a year's uply at, once. We will use that type
of length of purchase, ii you will, internal pipeline, as the mobiliza-
tion reserve rather than create a separate mobilization stock.

The accelerated item reduction program is not new. The air pro-
grain started about a year and a half ago and the first place we tried
tis was in the so-called housekeeping type items, and there we made
some very substantial cuts. It is a combination of cleaning up the
catalog and inventories. We may have a catalog number with no in-
ventory behind it and this program is a means of )urging the catalog.

If we have a catalog number that calls for a gall on can and another
for a four-quart can, they are both the same thing and this program
provides for a recheck on that. It. also gives an identification of the
item as to its use, its purpose, and why we own it. Is it standard-
ized? Is it a substitute item for another kind of an item? We have
made tremendous progress.

Do you know the number of items on that first 14,000?
Mr. RIlEY. They are the so-called housekeeping items. We looked

at about 14,000 items to see what kind of result we would get and, if I
remember the figures correctly, about 69 percent of those items were
declared nonstandard.

Senator O'MAIONEY. How many of these items were shipped
abroad?

Mr. Riixy. I think probably, Senator, you would find some of
these items in our overseas inventory.

Mr. McGUIRE. What we are saying is you do not need to carry this
variety of items. We are not declaring them surplus; we are keying
them as substitutes and when they are eliminated from the service
then we will buy the standard item.

51686 0-60-19
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Senator O'MAIoNYF. I notice in the second paragraph on page 11,
you say: "Almost 2 million items of supply are included in the pro-
gram for review and determination."

Mr. McGunim. That is correct.
Senator O'MAIONY. What type of items are those?
Mr. McGunw. All kinds of items. We can give you a specific list.
Mr. Riley?
Senator O'MATIONrY. Are they in common supply?
Mr. RILEY. There atr a lot of items that are common to two or

more services.
General supplies has about it hundred thousand items and a lot of

these are common.
We are now looking at the industrial supplies. There are about

5120,000 items in that category and there are a considerable number
of items that are common to several services in that area. And we
tire also reviewing the construction type of material. These are the
categories that do luve a high percentage of commonality and this is
the reason why we have selected these areas to take a look at first
and see if they are susceptible to consolidated management.

Senator O'MAHONEY. If you do not know now what items of cor-
mony supply are-

Mr. Mc unm. We do.
What I am trying to emphasize is I just think there ought to be

more commonality, and by going through this process I think we
will develop the true facts of life dind prove that many of these items
are not different really. One of them may be a pencil with a red
eraser and another a pencil with a green eraser. They are really the
same item. Let us call them the same item.

Senator O'MAIIONEY. It was reported to us that in the various de-
fense branches there is an excess of supply in every single department.
Do you find that to be so?

Mr. RILEY. Yes, sir. We hatve excesses in the Army, Navy, Air
Force, and Marines.

Mr. MCGUIRE. I would like to go back, Senator, and refer to my
discussion with you on what is excess.

Excess does not necessarily mean surplus to the Department of
Defense. We are on one side tightening down on the requirements
and when we reevaluate our needs we are creating so-called excesses.

Then we are trying to match assets and requirements so that we can
use these excesses.

Senator O'MAHONEY. Do you have any authority over require-
ments?

Mr. McGuipx. I surely do.
Senator O'MAHoNEY. Can you tell the generals in the various

departments that they may not order more than so and so?
Mr. McGuiRE. I have done it.
Senator O'MAIONEY. You have done it?
Mr. MoGUIRE. Yes, sir.
Senator O'MAITONEY. Congratulations to you.
Mr. McGuiRE. Some people think I have too much authority.
Senator O'MAHONEY. May I ask to whom you report?
Mr. MCGUmIR. To Mr. Gates.
Senator O'MAHONEY. You are just under Mr. Gates?
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Mr. McGuinE. Yes, sir.
Senator O'MAHoNEY. Have any of your decisions been overruledI
Mr. McGuijt. I do not know of any, Senator. We work very close-

ly and, I am ha)py to report, have developed extremely close rela-
tionships in the field of requirements guidance. The basis for this is
strategic planning. How do you implement this as to what you need
to have 4 o1' 5 years from now ? By the very nature of the work we
are in, and the problems we face, and the kind of weapons we are
pIiasing in versus the kind of weapons we are no longer depending on,
mtkes 1or maximum change as you can readily understand.

I have excellent relationships also with the Comptroller. I think
this is a fair statement to make and I do not want it misunderstood:
I think that with respect to the Comptroller we are both talking about
the same thing and seeking the same objective. He has a fiscal respon-
sibility and by fiscal controls he tries to accomplish certain things.

I have a responsibility that I am trying to emphasize by item con-
trol.

What is the item? Have we .too much or too little? When you
match these two things together you are getting closer to retail mer-
chandising.

We are far from perfect. We have a lot to learn.
Senator O'MAHONEY. I have taken a lot of your time, Mr. Secretary.
Mr. McGunw. I appreciate the opportunity.
Senator O'MAHONEY. I would like to have you proceed with your

statement.
STORAGE AND WAREHOUSE PROGRAM

Mr. McGuIRR. In our storage and warehousing program the num-
ber of square feet of warehouse space has been reduced to 342.4 million
square feet since 1954, a reduction of 27.7 million square feet. By
June of 1962 plans provide for further reduction of an additional 18.8
million square feet. We are continually reviewing depot operations
and it is anticipated that further reductions will be made.

The CHAIRMAN. Just a minute. On this question of storage and
warehousing, these are the figures for the major supply depots?

Mr. MCGUIRE. That is correct.
The CHAIRMAN. The figures which we have are. for all depots both

major and minor. We have a total figure which is larger than yours.
Mr. McGuimE. I believe your figures include some of the smaller

buildings and posts, camps, and stations, and that type of thing.
The CHAIRMAN. At the end of the morning session, I introduced

figures on the percentage not used drawn from the depots of the
various services which showed at least 10 percent not used as of
June 1959. Are you asking in the coming military construction
budget for additional warehousing space?

Mr. McGUIRE. No, sir.
Mr. RILEY. No, sir. We have just completed a review with the

Comptroller of depot space and there is none in the budget. There
is some small warehouse construction, but this is for special weapons.

The CHAIRMAN. So that you have surplus space and you are not
going to ask for new construction for warehousing?

Mr. McGuiuE. I will go further than that, Senator.
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We are working with Mr. Floete trying to point out, to him where
wo li1ve spae Ihnan IIOlt which ho (lln use instead of leaNed Space.
hItIA gets to be it RIw proess, but [t, least. we have Idenltilled tilheie

11tre aind What. 1 an ee0kI to do i1 to set u) I syHtoill NO that we
elpty tile storn ge Space It, is int., diverted to s4011i 1injutifled use,
1 an trying to talo It off tho market.

Itejpieseitatve 0 1u,'r4. IN this Hervieing of warelousiig that You
Ient.ioned with (18A in existence for the th'e servicosI

Mr. McGinul. Yes, 81h'.
Represelitat.ive (lurl'Is. In other WOlr(lS, you would say on warehol-l.

III at any rIate, we have it unihat ion between the four servicesr, Unatr. We not only have a er'oSs-swei, ng arrangement be.tween the hervies, but we also hive er'ns-servlei11g witl civilian
agencies that use space.

A god exiinplho is the strategy, stockpile.
Mr1 Mc(htuni. We have set, up , as the eo nniltteo 1uo1w5 and I

al IIot 'o s1e y O oneouirag it, it Rtandard rental rate Ho thlat you
can understand What, you have to piay for this and get, on with the
busineo.". Let, 11 use4 it.
'l'lt (";AIUnMAN, Go ahead.

PROMUI tMvENT POITCY AND MEitTHiOD8

Mr. MeOuxiE. The committee has expressed an interest, in the
various methods of pro urement used by the Government. Like tile
civilian agencies of the Government, the departmentt of I)efensHe buys
both by formal advertising and by negotiation.

Negotiation includes our comnpetitive small purchase procedures
under $2,500, which last. year ran at. 82.9 percent of our total purchase
tramictions. "Negotiation" also includes many other transactions
which are subject. to either price or design competition which make
up a very luigh percentage of our procurement dollars.
The C'AIRMAN. Just. a minute. This is 82.9 percent of transactions?
Mr. McOVIR. That is correctL
The CHAIRMAN. But not 82.9 percent of dollar volume.
Mr. McGiuim. That is correct.
The (HAIRMAN. What percentage of dollar volume?
Mr. McGuriE. Do you have that?
This is Mr. Bannerman, head of my procurement area.
Mr. BANNmm N. All purchases under $2,500 in 1959 amounted to

4.7 percent by dollar volume.
The CHARN[ANw. That is just the point, you see. The figures which

we have been discussing are not on the number of transactions, but on
dollar volume. We have been pointing out that in terms of dollar
volume formal advertising and competitive bidding only accounted
for 13.6 or about. 14 percent of the total negotiated for 83 percent, so
that your statement here that 83 percent of the transactions cannot
be by competition, and therefore that these figures by implication are
not so striking, is beside the point, because those small transactions,
though they form 83 percent of the transactions, form, as you say,
only 4 percent of the dollar volume.

Mr. BANNERMAN. We were not trying to suggest that there is any-
thing the matter with the figures

IMPACT 01 DItFINSH PRO(CIURIOMIONT
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We were simply trying to discuss it both ways.
The CHAIRMAN. I want, to enter a caveat, so to speak, so that you

would not sweep us quite off our feet.
Mr. IANNEIIMAN. l thii sentence we are discussing te number of

transactions. In the very next sentenAce we discuss the dollar volume.
Mr. MuGuiw,. I think our reports we send up during the couive of

the year alpt'ise this action on both sidles. We will get into it deeper.
I point out, to you by the very nature of the kind of thing we are

negotiating such its the Nautilus submarine or such as a B10 or B-52,
whatever it, may be, this is big money in itself. A. few transactions
iake a sizable dollar total here.
I think you have t.o look at. this thing in both ways to come to your

Coiih1o0in.
telresentative (Ctiris. Could I ask on this point?

Take the Nautilus submarine. You would regard that as one trani-
action even though the prime contractor under the way it was pro-
cured would engage in quite a number of transactions, many of which
would be by advertised bids for component parts.

Mr. MuOGutui. That is right.
Mr. BANNERMAN. Our figures, both those you have on the board

an1(! those we are discussing here, deal only with numbers and dollars
in mrie contracts and do not discuss what happens in subcontracts.

Tmay say to you it is most unusual, I don't know of any case where
a prime contractor has engaged in what we in the Government call
formal advertising. They do have, very frequently at our insistence,
a high degree of competition among the subcontractors, but this is
true In all busiluus.

Representative Cunris. The reason I mention it is that Admiral
Rickover in some testimony and in certain conversations has said
that a great deal of the Nautilu submarine was procured under ad-
vertised as Opposed to negotiated bidding.

Of course, te could not refer to the prime contract. I interpreted
he was referring to components. If that is so, that becomes the key
question, as to what the Department of Defense is doing, reaching
beneath the prime contractor to see whether we are producing-

Mr. McGUiR,. The subcontract tier, you are talking about?
Representative CURTIS. That is right.
Mr. McGuIRE. I intend to address myself to that because this in

my opinion is a very important one and not only deserves more atten-
tion than it has gotten in the past, but it will continue to have to
have it.

Representative CuRrs. I am happy to have you say that.
Mr. O'MAiiONEY. Before you proceed, may I ask you to give us

a little amplification of this sentence beginning with the quoted word
"negotiation."

Now, what is the price of design competition ?
Mr. BANNERMAN. Senator, a very large number of our so-called

negotiated transactions--I am now talking about prime contracts--
are in fact competitive. We get price competition between a number
of prospective prime contractors even for some of our important
weapons. There is a large number of contracts, however, particu-
larly in the most advanced fields such as our new missiles, where the
competition is at the outset among, frequently, a fairly large number
of companies who are competing for design, where we have to select
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tat. design or that combination of management design, and potehl-
tial productive capacity over the ensuing years, that -is likely to be
most successful in the missile field.

This competition is a very real thing, but it does not usually show
up a a price competition because at the outset-

Representative CvTris. You say price competition I
Mr. BANNERMAN. No; I think we say either price or design com-

petition. I was trying to describe both.
Representative Cunrs. It is either/or, is it not? It is distributive?
Mr. BARNNPRMAN. Yes, sir.
Representative Cunnrs, You spoke of nisailes?
Mr. BAtlRMAN, Yes, sir.
Representative CURTIs. Now give me an instance of competition in

a contract for missiles?
Mr. BANzrMAT, I don't know that I am prepared to give you a

specific instance, but I do know as a matter of selection, for instance,
in the Air Force they have a very comprehensive system set up for
putting out proposals, evaluating pro)osals, and determining on the
basis of these factors-principally of design, management, productive
capability-which of a number of competing proposals will be the
successful contractor.

That is what I was referring to when I said design competition.
Representative CURTis. Was there design competition for the Atlas?
Mr. IANNERMAN. On Atlas I cannot answer. That is quite an old

contract.
Representative Cun-ri. It is out best missile, is it not?
Mr. McruiRmn. I don't know the answer to your question. I shall

be glad to get the answer for you, Senator.
Representative CURTIs. Suppose you do.
Mr. BANNERXAx. The Atlas was under development for many

years before it became a reductionn contract.
Representative CURTIS. Well, it is interesting to know whether the

contract was given by negotiation or given by competition.
Mr. McGuir.. I would say, and I am completely doing this with-

out knowledge of the real fact, but my guess is on the Atlas
contract--

Representative CuRTis. Let us get the real facts, Mr. Secretary.
Communicate them to Senator Douglas.

Can you give us a figure for the percentage of our procurement
dollars, a very high percentage of our procurement dollars.

We have here the percentage of transactions. Why not procurement
dollars?

(The material referred to was later received for the record as fol-
lows:)

At the end of World War II, the Air Force initiated two development programs
for a long-range strategic warfare missile. The first pilotless aircraft configura-
tion using air-breathing engines was assigned to the North American Aviation
Co., and later became the Navaho program. The ballistic rocket approach was
contracted to'Convair and was designated Project MX-774.

During 1946 and 1947, three MX-774 vehicles were tested with limited success.
The economy review of the Department of Defense programs in late 1947 caused
the MX-774 to be canceled. Convair continued the program on corporate funds
from that time until late 1950 when the Air Force again funded a small study
contract to reinstitute the long-range rocket program.
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The present Atlas program has actually evolved out of the original MX-774
program which was initiated In 1940 as a part of the Air Force efforts to achieve
a long missile capability.

In an effort to support the reorientation and acceleration of ICBM program,
In late 1054, a missile study program was established using multiple contractor
sources. Convair, Lockheed, Douglas, and Martin were requested to participate
In the ICBM design competition. Douglas Co. declined the offer. Subsequent
to the submission of these studies, the Von Neumann committee recommended
the retention of Convair as the airframe contractor. Due to their previous work,
it was possible to achieve an ICBM capability approximately 1 year earlier with
their design. North American Rocketdyne was selected as the propulsion con-
tractor because they were the only source in the United States at that time.
All other associate subsystem contractors for the Atlas system were subsequently
selected by competitive source selection procedures.

Mr. IANNERMAN. Negotiation as a total of procurement dollars,
I think is accurately portrayed on the chart you have before you here.

Now, the sentence says that a high percentage of that negotiated
amount is subject either to price or to design competition.

Representative Cunmis. Iuniderstand.
Mr. BANNERMAN. Now, I can give you a figure on that. About

90 percent of our negotiated procurement has one or the other of these
types of competition.

Representative CuRTis. About 90 percent of your negotiated con-
tracts is subject to either price or design competitionI

Mr. BANNPRMAN. That is correct.
I would not want to mislead you on that. A very high percentage

of that, I would say as much as 60 to 70 pIrcent of that, is not price
competition but is design competition. -

Representative CumrTs. By design competition, what do you mean,
that the contractors say we will make you a missile of this kind or
that kind?

Mr. BANNEIMAN. I mean that the program for the missile, if that is
what we are talking about, started out as a competition among various
potential suppliers to demonstrate to the Government which could do
the best job of coming up with a missile in the shortest possible time.

Representative CunTis. Please prepare for the record and transmit
it at your convenience three illustrations of design competition.

Mr. BANNERMAN. Yes, sir; I shall be glad to.
(The material referred to follows:)

EXAMPLES OF DEsioN COMPETITION (AIR Fonu), FEBRUARY 24, 1960

The Air Force has published regulations governing system source selection
procedures (regulations 80-3). The regulations provide that when source selec-
tion of a weapon system is required, the commanders, Air Research and De-
velopment Command, Air Materiel Command, and the using command each desig-
nate an evaluation group to serve as an integral part of a system source selection
board (SSSB). The chairman of the SSSB, who does not have a vote in the
proceedings, is assigned by the Air Research and Development Oommand
(ARDO).

The evaluation groups appointed by the three Air Force commands meet at
the call of the chairman. The BSSB establishes the factors to be evaluated In
determining the sources and prepares schedules, agendas, and procedures for
the evaluation process. At the appropriate time the SSSB hears contractors'
briefings, visits plants, and otherwise acquires all information necessary for a
complete evaluation of proposals.

Upon completion of briefings and after sufficient deliberation to consider all
aspects of each proposal, the SSSB completes Its evaluation and presents Its
finding and recommendations to the commanders of ARDO, AMC, and the using
command. Each commander concerned then makes his Individual decision as to
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the source or sources to be recommended and transmits his recommendations
over his personal signature to Headquarters, USAF, marked "To Be Opened Only
by the Vice Chief of Staff." A special code system is used to identify offerors and
to minimize the possibility of information concerning the recommendations being
inadvertently released to unauthorized persons.

The winner of competition is determined by the Chief of Staff, USAF, and the
Secretary of the Air Force as appropriate, and is based upon review of the eval-
uations and recommendations of the three commanders, AMC, ARDC, and the
using command. Before public announcement of the winner is made, the chair-
man of the SSSB notifies concerned commanders and contractors of this matter.

Two examples of a weapon system design competition and source selection
are as follows:

(a) WS-11O (B-70)
An operational requirement for a high performance weapon system using

chemical power was initiated after a feasibility study of such a system indicated
its attainability.

Management proposals to carry out the phase I portions of the program, which
is the basic design work and construction of mockups, were solicited from Boeing
Airplane Co., Douglas Aircraft Co., Inc., Convair Division, General Dynamics
Corp., the Martin Co., Lockheed Aircraft Corp., and North American Aviation,
Inc. These firms were solicited after consideration and evaluation of overall
industry capibllliles and a determination that the six firms had the management,
engineering, and production 'capability, and experience required.

A SSSB was convened for the purpose of evaluating the proposals submitted.
The board considered, in addition to the design proposal of each of the sources,
factors concerning the contractors engineering capabilities, management capabili-
ties, subcontracting plans, program scheduling, production capabilities, and an-
ticipated program costs. After complete evaluation the board developed its
findings'and recommendations and presented them to the commanders concerned.
The commanders In turn forwarded their individual recommendations to Head-
quarters, USAF, where, based on the facts and recommendations, North Ameri-
can Aviation, Inc., was determined to be the winner of the competition.

(b) WH-188 (Mfnutemat)
In the case of Minuteman the determination of contractors Is being accomplished

by competition within the major component categories of the system. These are:
assembly and tests; propulsion; guidance and control; and reentry vehicle. All
source determinations have not been completed at this time; however, the assem-
bly and test category competition has been completed and Boeing Airplane Co.
was the winner.

An operational requirement for this missile was initiated after feasibility
studies Indicated Its attainability.

Proposals for the assembly and test of complete missiles, including all research
and development tests and ground environment requirements were solicited from
the following companies:

Aeronutrontcs-division of the Ford Motor Co., Glendale, Calif.
General Motors--Allison Division, Indianapolis, Ind.
Bell Aircraft Co.-Niagara Falls, N.Y.
Bendix Aviation-South Bend, Ind.
Boeing Airplane Oo.-Seattle, Wash.
Chance Vought-Dallas, Tex.
Chrysler Coro.-Detroit, Mich.
Convair Astronautics--San Diego, Calif.
Curtiss-Wright Corp.-Wright Aero Division, Wood-Ridge, N.J.
Douglas Aircraft Co.-Santa Monica, Calif.
General Electric Cor.-Schenectedy. N.Y.
Lockheed Aircraft Corp.-Missile Systems Division, Van Nuys, Calif.
Martin Co.-Baltimore, Md.
McDonnel Aircraft Corp.-St. Louis, Mo.
North American Aviation-Los Angeles, Calif.
Northrop Corp.-Hawthorne, Calif.
Republic Aviation Corp.-Farmingdale, N.Y.

These firms were solicited after consideration and evaluation of overall In-
dustry capabilities and. a. determination that these 17 firms had the management,
engineering and production capability, and experience required.
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An SSSB was convened for the purpose of evaluating the proposals sub-

nutted of which there were 12, 5 firms having declined to compete. The board
considered the proposals in the light of such factors as technical approach,
engineering capabilities, management capabilities, subcontracting plans, program
scheduling, production capabilities, and anticipated program costs. Accepted
procedures were followed and Boeing Airplane Co. was determined to be the
winner of the competition.

Similar procedures will be followed to determine the sources from which we
will procure the propulsion, guidance and control, and reentry vehicle for the
Minuteman.

It is pointed out that the two weapon systems mentioned above differ in
management concept. Except for the engines, the B-70 contractor manages
the complete weapon system, integrates the subsystems, and selects the nub-
contractors with Air Force approval. The Minuteman system is made up of
major components which are integrated into a weapon system by the Air Force
i.e. (BMD/BMC). Therefore, each major component contractor is considered
an associate contractor and selected separately in accordance with the above
procedures.

For the B-70, a proposed source was recommended by General Rawlings,
Lieutenant General Anderson, and General Power, commanders, respectively,
of AMC, ARDC, and SAC. General White, Chief of Staff, approved the
recommendation and forwarded it to Secretary Douglas for final approval.

For Minuteman assembly and test, the initial recommendation for source
was made jointly by Major General Funk and Major General Schriever, com-
manders, respectively, of AMC's Ballistic Missile Center, and ARDC's Ballistic
Missile Division, General Rawlings, Lieutenant General Anderson, and General
Power, commanders, respectivelyI, _RDC, and SAC, concurred in the
selection and forwarded ts recommendationV-Q General White, Chief of
Staff, who approved th ecommended selection, whtl was then approved by
Mr. Douglas, Secreta of the Air Force.

EXAMPLE OF ION COMPMr~ N N P UREMENT'(ARMY), FEBB AV'-' 24, 1980
Name of ogram.-D gn and evelo ment e armored reconna nee, air-

borne assla t vehicle ( RAAV).
Initially a bidders conferen hnged by ot fication to industry

through e Ordnance distrlT ,T he purpose f tl bidders nference
was to a uaint all qualified in al ncern wh were nterested I bidding
on the pr gram, as to the requi nts of the pr r , and he manner 1n which
their pr posals or u should % i su tted. e resentat ves of 58 Ifferent
facilitle attended ?this d1e1 frsc_.. 0" t.-, num er. 45 evid need a
continue itrest ad wereY9 ma c1,tejst ' Ordnan to'submit p oposals.

Negati e respond were re ved fro 8I a ities. Proposals were eceived
-from the following 1 facilitI s. Aircraf r-ia Inc.; Borg-Warn r Corp;;
Chrysler rp.; Cad llac 0tor visit 0 o, F achinery & emical
Corp. ; For I Jeted In ifstries, In .; Pacific
Car & Fou dry Co. terC.; Wal otor ruck Co.; nd Wils , Nuttall,
Raimond, I c.

These 12 oposals were e atated by a com ittee stablisheX y the com-
manding gene al, Ordnance Tank Autom tive m nd, Detrol Mich. This
committee was imposed of 'mpetent tee nical sonnel from rdnance Tank
Automotive Com *nd and other Ordnafiie agencies including W tervllet Aisenal,
Frankfod Arsenal, nd Ballistics Research Laboratory and uman Engineering
Laboratory. Ninetee individuals were included in thiA committee.

Factors considered by Ijs committee in the eva!a on of tfe different plo-
iosals were: '

(a) Technical Responsiveness 6'tMlIfitary characteristics
(b) Producibility of design. V
() Estimated vehicle cost.
(d) Experience and production capability.
(e) Development time schedule.
(f) Manufacturing rights.

Based on this evaluation, it was concluded by the committee that two pro-
posals were superior to the others and worthy of further design investigation
prior to final contractor selection.
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The commanding general, Ordnance Tank Automotive Command, based on the
commibteb evaluation and advice of his chief engineer and technical advisers
recommended that a limited cost contract be made with each of the two companies
to cover preliminary design and vehicle mockup of the two competitive design
approaches, in order to assure the best design possible.

These contracts are now being negotiated. Upon completion of mockups, a
further review will be made by interested Army agencies to determine which of
the two design approaches is the most acceptable for meeting the requirements
of the development program. At that time the contractor with the best overall
design will be selected to continue the development program and the other will
be dropped.

The recommendations of the commanding general, Ordnance Tank Automotive
Command and the planned approach outlined dbove were approved by the fol.
lowing additional Army echelons:

Lt. Gen. J. H. Hinrichs, Chief of Ordnance, Department of the Army.
Lt. Gen. A. 0. Trudeau, Chief of Research and Development, Department

of the Army.
The Honorable George H. Itoderick, Assistant Secretary of the Army for

Financial Management, approved the negotiation of the contracts mentioned
above.

The CHAIRMAN. Senator Javits.
Senator JAvrrs. I know of no subject which is more hotly con-

troverted than the one just touched on. I think this is the one subject
that this subcommittee has to go into in this department. Therefore,
I would like to ask you this question.

The percentages which you have given are very useful and certainly
they will be very helpful. But I think the criteria and machinery by
which you make your determination is equally important to us.

Now, as I understand it, you have really two kinds of competition
at least, perhaps you have three. One is where you have an as~er-
tained item that you negotiate for either on price or design, but you
ascertain the item and you ask for people to negotiate with you, but
you have them compete one with the other. The other is where you
get the so-called weapon system and where all you do is pick a group
of concerns. And of all the things that raise the hackles on peoples
backs, it is that, because there are all kinds of worry about what is
the criteria, who is making the decisions and why and to what ex-
tent are they based on military implications, to what extent are they
based on national economic situations or strategic requirements or
what.

I think, Mr. Chairman, that this is one subject in which we ought
to have, so that we Liave something upon which to ask questions, a
very complete analysis from the Department of Defense as to just
how this is done.

First, I thoroughly agree with Senator O'Mahoney. Let us have
the breakdown, but then let us have how each of these is done and who
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makes the judgment and whosb judgment is final and how does it
finally get up to that -person who makes the final judgment, or set
of persons. I think you can render a great service to the country if
it were crystal clear this was a process which, as far as man can make
it, endeavors to be fair because this is where all the complaint comes
from.

Mr. McGuvi,. Senator, as you know, in the passing of the renego-
tiation law last year, there was a clause which required a study of
our overall procurement program, how it was handled and so forth.
This study was to be conducted by both the Senate and the House
Armed Services Committees.

Now, Senator Thurmond is heading a committee, and I think I am
correct that some time in the next 2 or 3 weeks this committee is to
start its hearings.

In anticipation of this-and it is a very involved ubject as you
have so ably pointed out, and somewhat misunderstod-wo have
prepared I th ink a most comprehensive presentation. I see no reason
why we should not make this available to your committee. I think it
will answer your question. I am sure that Senator Thurmond would
have no objection to it.

If it does not answer your question, obviously we are prepared to
give you anything that you want in this field. * There is no secret I
know of.

Mr. BANNERMAN. We will certainly make clear to you precisely
how major weapons system contractor selection is done. I can assure
you it is designed to b3 as fair but as effective as we can possibly
make it.

Senator JAvITS. I am sure that is your opinion and we respect it,
but of course we would be entitled to a judgment on it ourselves.

Mr. Chairman, I think this is a question for the Chair. If the
Chair will agree, I think it would be great if we-could get this analysis
because I think this is one of the biggest questions that trouble'the
people in the country. ex.

Mr. MCGUIRE. We expect to have it complete in about 10 days.
The CHAIRMAN. Would you be willing to send us a copy?
Mr. MCGUIRE. Yes. I would ask the privilege of having you tell

Senator Thurmond that we are doing it, it having been prepared for
his committee.

The CHAIRMAN. We will make a formal request that a copy be
furnished this committee.

(The material referred to follows:)
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STATEMENT BY THE HONORABLE PERKINS McGUIRE, ASSISTANT
SECRETARY OF DEFENSE (SUPPLY LOGISTICS)

Before the Procurement Subcommittee of the Senate Committee on Armed Forces

Mr. Chairman and members of the
commIttee, I appreciate the opportunity
to appear before this committee in
response to your Invitation to discus, the
procurement policies and practices of the
Department of Defense.

When the committee hearing& on Sen-
ste bills 500, il83, and 187 concluded
last summer, I devoted considerable
thought to how the Department could
best be of constructive aeslstane in your
procurement study called for by Public
Law 8-49, which extended the Renebo-
tiation Act.

It appeared to me, and to my staff, that
our purpose in this study would hardly

seered if we directed our attention
only to speflo areas of general Interest.
After discussing the soope of our presen-
tlation with the sta of the committee,
we felt that we could be more helpful if
we undertook to present a comprehensive
picture of defense procurement. Ac-
cordingly, in consultation with the
military departments, I determined that
such an extensive presentation on do.
fense procurement should be prepared,

We have done so. It Is long-neee-
saly so. We think it is worth while and
that it will be helpful to you in the study
in which you are now engaged.

For convenience and ease of under-
tanding. we have broken this subject

into eight separate topic. They are-
I. Introduction to Defense Pro-

curement,
2. Historical Development of Pro-

ourement Methods.
8. Advantages and Limitations of

Formal Advertising.
4. Specifications,
5. Types of Contracts.
0. Research and Development,
7. Weapon Systems., and
8. Pricing of Defense Contract.

The purpose of the first presentation,
"Introduction to Defense Procurement,"
is to provide some general background
information which should be of asist-
woe In considering the presentations
which follow. It covers, for example,
what we buy, how we buy, how we are
organized to buy, and how we control it.

The second subject discusses the 17
specific situations in which Congres has
authorized the use of the negotiation
method of procurement. It goes into the
legislative history of these authorities. I
think It will prove of Interest to so how
far back some of these granted of author-
Ity gm. There Is a mistaken belief In
sem quarters that most, if not all, of
the so-called 17 exceptions originated

with the Armed Services Procurement
Act of 1047.

The remainder of the subjects to be
discussed are generally self-explanatory.

The paper on "Formal Advertising"
explains when this method of procure-
mebt is effective and when It is not.

The "Speclfloations" pr esentation dis.
cusses our use of specifications and their

WAr in stimulating maximum compe-

I cannot emphase too strongly the
importance of the discussion on "Types
of Contracts." Am ypu know, the avail.
ability of various tpee of contracts i
essential to realitio pricing of our pur-
chases.

"Research and Development" and
"Weapos Systems" could have been
joined together. We chose to separate
them, however, in order to give proper
balance to the Important features of
each.

"PrIcUg is the final subject for dig.
cuslon Thoe of us with maagement
responsibilities in the Departmsnt be.
lieve a good buying Job is being done.
We know It can be improved. The dis-
cussion of pricing will show you what our
pricing problems ae, how we come at
them, and what we are doing oonUnu-
ously to improve our operaUons.

Mr. Chairman, and members of the
committee, before I conclude, I must e
that I do appreciate your making bo
yourselves and the time available for us
to present this material to you. I think
we will all find that It will be ti well
spent.
in order that you may have an analysis

of our procurement program and policies
in detail I have with me today my three
top procurement people, Mr. D r
my Director for Prourement Policy; Mr.
Phelan, the Assistant Director; and
Commander Malloy, the Chairman of the
Armed Services Procurement Regulation
committee, who will be available to
answer any questions that you may have
as this presentation is made.

AN INTRODUCTION TO
DEFENSE PROCUREMENT
Any consideration of defense procure.

meant must necessarily be based on an
understanding of Its magnitude and comn-
%)lexity. The Department of Defense
annual procurement program Is about
$15 bllon, We buy a tremendous va-
riety of supplies, equipment, and serv-
ices. Thew include housekeeping Items,
maintenance supplies, production facm-
ties. reearoh and development. and

military weapons. This vast range of
purchased Items--running, as It does,
from simple, commonplace items to
highly complex Items never previously
manufacWured-present a huge under-
taking.

Because our program Is so vas and
complex, It is not eay to appreciate in
its totality. Therefore, li this initial
presentation, we shall try to give you a
"fel" for it. We will point out--

I. Whatwebuy,
it. How we buy,
EM. How we are organized to buy,

and
IV. How we control It.

In this way and with the clarification
which appropriate statistics may shed,
we hope to bring into some perspective
the tremendous undertaking which de.
fense procurement La.

I. W#AT Ws BV
Military procurement, as we use the

term, refers to purchase of supples and
services, Including contUon. To
simplify this, three general categories of
Items are purchased (other appropriate
breakdowns might be made, but will
serve our purpose at this time):

(a) Items which ar Identical with
those required by other Ooyernment
agencies, such as offie furniture and sup.
plies, household furniture, and commer-
os tires and tubes. These Items s ac-
quired through 06A.
(b) Commercial type items and Items

of conventional military equipment
which can be applied by mny conoens.
This category Ineluds such Items as
clothing, petroleum product& hardware.
lumber, paint, small boat., t. Theeitems are normally pucae by formal
advertsing; negotiation however, is used
for smsll purchases an;a in carr'ing out
our small business and labor surplus and
disaster area programs. The fat that a
procurement is negotiated does not mean
an abeence of competition--as we will
discuss later.

to) The third cateory--and by far
the largest ae4Iaws-01P16
resserc, development, and production of
complex military weapons and equip-
mont. These include missiles, aira.
ship, tanks, radar, and other oompll-
cated items which generally have no
counterpart in the commercial market.
The majority of these Items are
cured by competitive negotiatien--wN
will be referred to later.
How much of these items do we buy

in fiscal year lst. our defense procure-
ment program involved the purchase of

I r% '.~W ''~'-. -
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a very large number of the 3 8 million
different items which we carry In our
catalog, required about 0 7 million sepa-
rate actions And lotled $25 billion 'I his
represented over 60 percent of the de
(eitse budget of $40 billion. it coin-
prise over 30 percent of tile lnRtional
budget of $80 billion, lY way of addl-
tional comparison, thec la ill0 U.. cor-
porations atoinerai Motors, aenerAl
Electric. and Uinited ialte Steel), with
cooblined annual sales of $17 billion for
the calendar year ending i)camber 31,
1968. purchased during that perliol ma-
terils and services of about $8 billion.
or only about one-third As much.

Itather than talklii In billions or sil-
lIons. maybe we can reduce this to an
area we are all familiar with. For fiscal
year 198, the Army ran soie figured on
average monthly subsistence purchases.
which will illustrate the point. For el.
ample, here are some of thee. average
monthly figure&:

L= itu

IyeVbs ... . . ..:,

t*t,; * ,t I '
is es~.... . .

litre these are Items we use daily III
our homes, Chse quantilles may en
astronomical. Actually. however, Ute
amount of money expended ole subsist.
ence is relatively small compared wlls
our aircraft and misle programs. lit
fiscal year 1859, for example, while $491
million went for subsicstlce, $0.48? mil-
lione And $4.490 million respecively were
required to support the aircraft sd til.
sle efforts,

exhibit I Is a breakdown of this $25
billion by meor programs. It will be
noted that 3 of the 16 prosrans, aircraft,
missiles And electronics, aloe aO suited
for over 63 percent of our dollars.

It. H1ow We itre
During fiscal year 1959, defense pro-

curement requlrd about 6.1 million sep-
arate actions Of these, b S million were
contract placed by formal advertising,
small purchase procedures and negolla-
ton. The balance of about 900,000 a-
Uons was Intregovernmental orders or
modifications made pursuant to the
terms of existing contracts.

Exhibit 2 shows that the vast bulk of
our procurement actions were small pur-
chases, namely. 4 8 million, or 82 9 per-
cent. Of the balance of 8.7 percent In
the United Slates. 4 9 percent of the a-
tions were formally advertised and 3 8
percent were negotiated The remain.
Ing 8.4 Peresnt, which makes up the 100
percent. were oversee procurements.

FIrom time to time we hear It said that
95 percent of all defend procurement Is
accomplished without competition. Such
statement are Incorrect and reflect a
mlsunderstandine of certain basi facts.

First, these statements are based on
statistics which show the numbers of

procurement actions rather than upon
those which allow the dollar values in-
volved. While it In true, as just pointed
out, that formally advertised actions Ac-
court for 49 percent tf ile total n11111-
her of actions, this mihod of procure-
tlit, including small Ibusiness restricted
advcrtlsing, secounied for 3 4 billion, or
21 percent of all defense dollars oblil.
lated

Second, these statements overlook the
fact that 82 9 percent of all actions are
the sUaIl Purchases we referred to rir-
Her. Because the administrative costs
of formal advertising procedures often
outweigh tihe value of small dollar pur-
chases, Conlress spcillcaly autlorited
the negotiation of such purchases.
Moreover. it does not follow just because
these small purchases are negotiated
that competilion is not obtilned, The
Armed services Procurement Regulation
tAUlIlt) requires that reasonable solie-
tatios of quotations from qualified
sources be secured for alt purchases over
$100. And for procurements under $100,
we require uch purchases to be distrib-
tiled equitably over a period of time
anongs qualified suppliers.

'llird, such statements are bse#d on
the assumpton that only formally ad.
vortilsed procurements involve competi-
tions rhis assumption Is ulltrue. Ie.
ferrins to exhibit 2 main, it should be
noted that 47,780 separate aotionj In-
volviln $211 billion were negotiated com-
petiUvely. 'Tils Was price competition.
i1 fact, them charts and statistics show
only the presence or absence of price
conIpettlun. They tall to reflect In any
way the other kinds of competition
which the military departments employ
when competition based solely on price is
unavailable. 'Its explains. perhaps,
why the 0 8 percent of the actions and
$0 billion listed as "necotlated with one
source," in exhibit 2, have been filter-
preted A being effected without any
competition whatsoever.

Fourth, these statements do not take
Into consideration the fact, just men-
tioned, that our statistics In exhibit 2
cover only Price competition, and, fur-
ther, that there are other kinds of com-
petton generated and obtained in our
n otiated procurement. Lat sum-
mer when this committee requested in.
formation showing the extent of compe-
tition obtained In negotiated procure-
mants, Quite frankly, we had no stetlsti.
cat informaUon available within the M
pertment to respond to the precise ques-
tion asked. At that time, we considered
that some breakout of the dollars listed
as "negotiated with one source" could be
accomplished to show the degree of com-
petition obtained prior to negotiations
with that source. Accordingly, each of
the milliry departments undertook to
check, contract by contract, the larger
dollar volume procurements classified a
"neauetated with one source" to deter-
mine-

(a) whether they had bon placed
as a result of the submlison of com-
etling designs or technical propomls
or the conduct of research, devel-

opment, tast, or other such serv-
ice, or

(b) whether they were contracts
which flowed or followed on from
procurements which were placed
under the tyls' of competition In
(l) above, or under price competl-
tinit.

The Ilnfornmation so developtl was sub-
nilttcd for the record si11d may be found
attalle 106 of the military procuremenst
heiirtig. however, slie thlis Informs.
tlion covered only the first 9 nonttha of
neial year 1050, the military delrartmenls
recenlly undertookl the very same effort
for the entire fiscal year. 'his last
review and study shows that-

1. The Army reviewed iontracis
amounting to $1,030,0 2.080 out of
the total of $3,130,960,000 listed a
negotiated with one source. it
found that contracts of $I,372,775,.
8W1 were procured after competition
of one or the other types of com.
petition mentioned above, fit other
words, 845 percent of the dollars
reviewed relate back to ocoIpetitive
situations.

2. 'le Navy physically reviewed
$2,020 mslilon out of iHs total of
$3.017,484,000 listed as negotiated
with one source. It found that 78
percent of the dollars checked was
placed As the result of such baic
competitive situations.

3. The Air Force surveyed 02.275
million out of the $3,091.408.000
similarly listed and found that
$2,600,81,469, or 874 percent of the
dollars examined, related to aircraft
anid missiles which were procured
after the conduct of a design com.
petition.

'Te balance of the dollars reviewed
In each case wag obligated by negotil-
tion with one source. As we all know,
competition i sometimes precluded be.
cause of the existence of patent rights,
secret troce as , control of basic raw ma-
terial, and when only one source exists
for a Iartliular supply or service. More.
over, it the Interest of national defensse
or Industrial moblilisation, Congrea hMs
specifically authorized negotiation wilth
one source to have, for example, A plant
or producer available for furnishing
property or serviosee In case of a national
emergency.

'Thus, the preponderance of the money
obligated by contrate listed a "negotl.
ated with one source" actually melted
from competitive situations. Addition-
ally, as exhibit 2 shows, the military de.
partments placed $3.447 million by
formal advertising: $2 .71 million by
competitive price negotiation; and $768
million In actions of $2,000 or les, usinl
mall purchao procedures, which me
quire, a we noted, that a reasonable
number of quotations must be obtained
on such purchases of 8100 or more.

Since the extent of all types of come.
tuition obtained, not Just price compete.
tion, is esetial to any consideration al
the degree of competition obtained In
defense procurement, we are taking stepS
to revise our reporting procedures s
that this precise Information will be
readily available in the future. 'he
Armed Services Procurement tegulatloc
Committee, which will be referred .o
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later, Is currently developing the me- the engineering, construction, repair and
chanics to accomplish this. • - real estate services and material for the

It Is realized that we have spen
d , 

con-.. Army and the Air Force, and related
slderable time and gone into quilt some research.
detail on these fundamental statttics. Ordnance Corps-procurement of ord.
Our motivation, however, has been notice material. Including guns, miles.
strictly one of being helpful and of anmunition, motor vehicles. and related
clarifying information, which, when un- research.
explained, has not been sufficlently clear Signal Corps- procurement of signal
in the put. communications. electrolidcs. pictorial

Ill. stow We Aso Oiouissso b Bur and eryptololistic services and mate-

This part of the presentation come rial, and related research.
from a request by a representative of he Transportation Corps--procurement of
Committee that we explain our procure- transportation services and material for
ment organisation-in other words, who the Army, and related research. In ad-
does the actual buying. At the outset. dition. the Military Traffic Management
it should be made clear tiat the Office Agency. a sile managershilp, operates
of the Secretary of Defense does no pu - inder the Trasportation Corps.
chasing, All procurement is effected by Quartermaster Corps-procurement of
the three military department. To ox- all types of quartermaster equipment,
plain the defense procurement organ- supplies and services, and related re.
isi.on, it will be helpful If we approach search. Additionally. two single man.
it from the organisatiOlal structure and aer commodity assignments made to
functional responsibilities first, and then the Amy, the Military Subsistence sup.
separately discuss the coordinated pro- ply Agency and the Military Clothing
curement sid related program% under and TexUil Supply Agency, operate
which specific defensewide procurement under the Quartermater Corps.
responsibilities are assigned to one mitl- Army Medical Service--contracts for
tary department. dependents' medical and hospltellsatlonservices. medical research, and missiles.

The procresent oroansalion neous supplies and services for support of
le procurement organization of the Army hospitals.

iepsrtment of Iefense Is outlined on In addition, the six continental armles
exhibit 3. Under the secretary of De. In the United States and the Military
fen", the Assistant Secretary of Defense District of Washington supervise the not
supply and logitics) establishes pro. Inconsiderable volume of local procure-
curement policies and procedures for the meant effected at the level of Army pets,
entire Department. To render &asLt. camps, and stations.
dance In this connection, the Armed The direction of the Army's research
Service Procurement tegldaton Com. and development effort Is vested In the
sltte develops uniform procurement Director of Research and Development
policls and procedures for issuance by and the military Chief of Research and
the Assistant Secretary of Defense. This Development. Under their direction and
Committee is composed of represents. control the technical services are re-
ures of the three military departments sponsible for the research, development
and the Office of the Assistant Secretary and test of material assi ned to them.
of Defense.

Within each military department, an Navy
Assistant Seciveary Is In charge of mill. In the Navy, under the Assistant Sec-
tary procurement, namely, the Assistant rotary of the Navy (Material), the Chief
Secretary of tha Army lltls), the of Naval Material directs the efforts of
Aulsitnt Secretary of the Navy tMeite- the bureaus and offices of the Navy
clsi and the Assistant Secretary of the Department in procurement matters.
Air Force iMterlel), At the next lower Thes bureaus and offices, which em
echelon a military official In each De- aimlar to the Army's technical services
prtcment Is responsible for coordinating In that each generally has cognizance of
and directing the overall procurement a broad category of material, have re-
operation. spectlve procurement responsibilities as

follows:
Army Bureau of Naval Wepons--procure.

The Assistant Secretary of the Army ment of all Navy and Marine Corps air.
ibogistelo) has delegated to the Deputy craft, rockets, guided missile and naval
Chief of stafl for Loestilos the author- ordnance, Including major components
Ity for carrying out his procurement and equipment and srvloes related to
functions throughout this Army Ieb- thir maintenance and repair and re.
lishment. The )eputy Chief of Staff lated research and development, This
directs and controls the procurement Bureau was established on December 1,
functions of the technical services, which 1009, through a merger of the former
Include the Chemical Corps, Corps of Icn. Bureau& of Aeronautics and Ordnance.
ginees, Ordnance Corps. Signal Corps, Bureau of ShIps-procurement of
Quartermaster Corps, Transportation naval vessels of all types. Including hulls.
Corps, and Army Medical Servce. The components, machinery, and all major
procurement responsibilities of the Indi. electronic equipment except specialized
vidual technical services are as followsI air and fire-control electronic equip'

Chemical Corps-procurement of serv- ment; for research and development on
cse. material and equipment pertaining such Items: and for materials and appli-

to chemical, biological and radioloolcal ance Connected with chemical and
warfare, and related research. biological warfare defense. It also pro-

Oorps of Itnulners--procurement of cures all vessels and water craft needed

by the Army and Air F'orce and makes
ship repair contracts with private
shipyards.

Bureau of Yards and Docks-procure-
ment of services and materials related to
public works, including construction and
repairs at shore activities, public utili.
ties. snd transportation siot otherwise
assigined. The Bureau also serves as a
construction agency for the Air Force.

Marine Corpa-procuremrnt of all
equipment, supplies and services required
by the Marine Corps. procurement re-
sponsibility for which has not been
specifically assigned elsewhere.

Office of Naval flesearch-procure.
mient of basic research of a general na-
ture, procurement for the design and
development of training devices and aids,
and the procurement of special research
proJects which augment those being con-
ducted by the various technical bureaus

Bureau of Naval Personnel-procure.
meant of services and materials Incident
to the recruiting, training, and welfare
of naval personnel.

Bureau of Supplies and Accounta-
manages the Navy's field purchasing or.
ganization, which procures all of the
replacement spares and parts. and asso.
elated consumables for the major prime
Items of equipment purchased by the
technical bureaus A described above.
AddiUonally. It procures general.pur-
poe and common-ue Items not as-
signed to one of the Defense Depart-
ment's coordinated procurement offices,
and performs the local purchasing at all
of the Navy's field activities such as Navy
purchasing offices, naval statons, naval
air stations, naval supply depots, and
naval shipyards. Also operating under
the Bureau of Supplies and Accounts are
two single manager agencies, the Mill-
tary Medical Supply Agency and the
Military Petroleum Supply Agency.

The Navy also has the single manager
responlbillty for worldwide military sea
transportation of passengers and cargo.
The Mtlitery Sea Transportation Service
Is the bperatIhg agency for this single
managership, and, with respect to pro-
curement, s responsible to the Assistant
Secretary of the Navy (Material).

Stnle manager agencies have defense.
wide responsibilities and will bedlscussed
later.

Air Force
In the Air Iorce, procurement author.

Ity has been delegated by the Assistant
secretary of the Atr Force (Materiel)
through the Chief of Staff and Deputy
Chief of Staff, Materiel, to the Air Mate-
riel Command (AMC), AMC Is respon-
aible for the Alrorce's central buying
program, which is Its major buying fune-
lion and accounts for all except the pro-
curement of research and development
and local base procurement The actual
purchasing is performed for AMC within
the Zone of Interior by the Aeronautical
Systems Center, the fallistio Missile
Center. the Electronlo System Center,
nine separate air materiel area. and two
depot. Overseas procurement for AMO
is accomplished by two air materiel
forces-one in Europa and one In the
Pacific.

51I8o O - (to .20
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The procurement responsibilities of
the center, air materiel areas, and the
depot are as follows:Thed Aeronautical Sysem Center pro.
cure all manned alcrrtt wapo aye.
Iens and aerodynamic nonbailltllc m.-
sel systems Including major items of
equipMent suel as engntes Airborne
eletronl gear, lire control systems,
bomb and navtglaonal eys11nrt, and sup.
port elnIpnitnt for opeif1 weapons.

The l1allu1lo MissIles Center procures
ballitic misiles, their guidance systems
nose 0onee, powerplan14. and epecdallgd
ground sTrort equipment,
The itl I tio issue Celetr procures

Integrasd warning and control systems
for ait dieens and th automatic elec-
Ironlo data proming AlulPlent which
use the Inteli0tcte provided from the
warning radar,

Wah of the air materiel area pro.
curm or arratnge tho euppft of tile spe-
rifio aircraft guided inslesl. ballistic
missiles. and control and warning e a.
e4ns for which It has been aslned a.

the logi4tic support nianager. This up-
port Includes procurement of replace.
meni parts, operaUnal support, and
necessary mainienano repaIr, or lnodi.
fleation. In addition, the Rome Air Ma.
Ierltd Aret Also procur" the electronic
sytems for rommiuvitation and controf flying operation.

The depot procure general support
equipment such a r tueler crash-firetnrks thaw-removal vehlel., and radio
and radar tubs,.

Procurement of research and develop.
mai$ In the Air foroe I, primarily tre
r bponsibIlity of the Air Research and
Development Command (ARM), ARDO
procures basic and applied research, .
Wel as some qulpcnent protoype. It
ha. nine purelasns offices which are
repoble for the procurement of many
typeresearch.I they also procure Uin.
ied development assolated with ae.
efle "hardwar'

° 
proota It also has

tenth purchasin office which Is the Air
Frt O1e of ntfia Research.

The Air Force also has the anle man.
ager responsibility for worldwide will.
tary air transportation, both cargo and
p c6filer. Th ltW Air Transport

rvice tMATS) the operating agency
for this sIngle managerehip and, orgail.
atlry, it ausgned directly to the

Chief of Staff of the Air Force.
Bass procurement In thie Air Force Is

accomplished at Individual Air Force
base., of all Air Porce command.
throughout the world.

Ti then. Is the baie procurement
orgenlsaton of the Department of Do.
tense. At the seme time. there exist.
another type of procurement system

which is called the
Coordinated prcmcre f program

Although the concept of coordinated
Procurement wa asppli to a few areaIn WOrld War II. this concept, a ar tul
044ged Program, has developed within
the past 10 rars. Its objectives are-

(a) the elimnation of dupUctUotk
Uand overlhpoln of procurement op-
ertions between mad ws the
military department, sad

(b) the Improvement of the of.
fectivones aind economy of supply
ad service operations throuShout
the department.

Those obJectives are achieved throuh
oentrallsatton and consolidation of pro.
curement functions common to two or
more military depatrtm entt In order to
secure thi benefits of large volume put.
hing. This is made possible by com-

bining requirements of te military do-
pasit enits. At the tm time certain
economist are achieved by eiminating
duplioatng procurement facilities and
Personnel.

The department of Defense Is con.
stantly striving to have one military do.
piartnvent procure, wherever It is prac-
Ilcal, the requirements for common-use
itetn of all thres departments., sed
upon recommendations of te military
services, of tile Armed Feos Supply
Support Center or of the OASD t, a to.),
the Assistant Secretary of Defere tor
Supply and LoitlIoo directs the estab-
iishment of assignments within the o.
ordinated procurement program. The
AiD (6, a Li It also responsible for re-
viatwl tile asaleumente to aure ef-
fechve Implnentation. Reoommenda-
tions, of course, are supported by detailed
data ronoerning tile Important factore
which are determinative of the depart.
ment to whom te agiunent shoundbe
made. For example among te faotors
Involved are the value of each depart.
nornt's procurement and Inventory pro.
gram considering both peace and
mobillsation reuirement.. eah depart-
ment's average contract cost for the
Items Involved, their efitiency and ef-
fetIvenes, adequacy of their procure.
ment staffs and technical facilities, and
eterionc In relation to the item In-

The coordinated procurement pro-
gram has two major subprogram (ex-
hibit 41):

(a) The single department pro-
curtment proram: and

(b) The plant cogrittne pro-
eurement program.

(a) The simple department procurement
program

Under this proeram, certain commod.
iWes uied by two or more military de-
patment. have been assigned to a single
department for procurement. The as-
signed department oonsolidates and pur-
chste the combined requirtment. of all
of the services, utUllsngl Its regularly
established purchasing system. There
a presently 33 "*le department pro-
ourement assignments, which ar listed
In exhibit 3.
(b) The plant cVRca"e procirement

program
Under this program, reeponsibtlty for

all procurement of atrcratl engines, pro-
pellers, and airframe ftrim certain com.
mercial aviation plant. ha. been Ma-
signed to either the Air Force or the
Navy. For exaple, contrt. covering
propellers to be manufactured in theWindsor Locks, Connecticut plant of the
Htamlton Standard Division of the
United Aircraft Corp. art made by the

Navy whether the propellers ae required
by tihe Army, the Air force, or the Navy.
Although te program Is preently con-
fined to these items, expansion of the
program to other supplies it actively
under study. Procurement under this
procedure permits proper service alloca-
tion of te sometimes limited produc-
tion capacity available, avoids duptloa.
tion of military Inspection procedures
and personnel I is particular plant, and
provIde a single point of contact and
soure of Information within the plant
for the contractor. A list of the assign-
mert. made under this coordinated pro-
curemont program is set forth In exhibita.

Thits, In brief, Is the coordinated pro-
ouroment program, It te A continuing
program which it being specifically fur-
thored by the Armed Itros Supply Nup.
port Center, The center, which was
established on June It loSg, has ome
20 study Iroupe considering additional
means a are whereby this concept
of Integrated supply Including procure.
mint, may be further Implemented, In
sum, we feel this program it moving
ahead very satsacmtorIl .

Another Important program which i
related to, but Is more comprehensive
than, coordinated procurement Is our-

fIngfe masnaqr program
This program was established in DOD

ii 10a0, Under this program, the basic
supply functions for lootedd commerce al
type commodities and services Used In
common by the military departments
were Integrated. Management of each
was aulned to the Secretary of one
department am the single manager.

To carry out his responsibility, eah
single manner stabliAhed sri operating
alncy, generally Jointly staffed by Per.
sonnel from all services, for his assigned
commodity or service. Some of the
operating agoncie had previously been
functioning on aal sle department pur-
chase basis. In edition to procure.
msnt, the supply functions Incorporated
In the single manager concept Include
computation of net requirement., whole-
sale Inventory management, stock fund
administration, warehousing, and dis.
tribution. To date, seven single man-
agershlp--4our commodities ad three
services-are In operation. Moreover,
two more commodity smignment. have
been made and are scheduled for eorly
Implementation. Exhibit 7 lists the
seven existing and the two new assign.
ment. and indicates their respective
operating agenclee and single managers.

At this time, there Is another cen-
tralised procurement program which
should be mentioned. This Is the goy-
ernmentwide interdepartmental pro-
curement program, operated by the On-
eral Services AdminIstration (GOA).
Under this program, 0SA procures cer-
tain commonly used, commercla.-type
items for all Government agencies, In.
cluding the Department of Delens.
Examples are household and office furnd
turt, typewriters. floor coverinI, spark
plugs, vacuum cleaers, ste. OSA em-
ploys three methods of supp,. each of
which is UtWised subtantially by the
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military departments. The" methods
and the extent of use by the three fork'
lOW are 55 follows:

(a) Supply through #trae And
Issue to using agencies, as needed,
During fiscal ear 1060 OOA Issued
supplies Ing 61611,400O000, it
percent of which was Issued to the
milltary department.,

(b) Supply through purchase of
speclefi requIrements for delivery di.
rot from the supplier to the using
ancy, During fial year lost,
suPplles delivered to uling agencies
unrl thI method amounted tot 14,300,000, 30 percent of which was
or the military departments
(c) Supply through indefinite

quantity roquiremont1 contract.
commonly referred to as Federal
upply Achedulo. During fieal year

1t, deral agencies ordered sup.
plies Sd eervioes valued it 1511,o
700,000 under these supply sched.
ule-43 percent of this dollar vol.
ume w*a purchases made by the ml.
itary department.

Zxhlblt I contains a list of Fedtral sp.
ply schedule. the use of which by the
military department. Is mandatory.

IV. now Wa OoNtoL I
While Congress has onend many laws

which govern and ap to defene Pro.
uremment, such s the Armed Sorvi es

Procurement Act (now oh. 117 of title
10 of the United States Code), the Davis.
Bacon Act, the Walshlloeely Act, eta,
It is not our Intent to cover such "exter.
nal controls" In this introductory pres.
entation. At this time, we will discuss
what may be called "Internal con-
tros"-thee whIch the Department of
Mfens has prescribed In the procure.
mient area.

DOD Proewos fleI Ropulation
The Armed Services Procurement Rog.

ulation (APR) Is the basis procure.
ment regulation within the Department
of Defense. It prescribes uniform poll-
oeo and procedures for the military de-
pertmenta. It provides direction and
guldanoe for compiying with portinnt
statute, xecutlve orders and regula-
lions of other Agencies. It covre poll.
cles practices and proceures on y
subJocts, such as the appointment of
oontrating offers, formal advertising,
negotiation, pricing, type of contract,
contract clause, and contract cost
princlples.

As we noted earlier, the APR ia issued
by the Assistant Seoretary of Defense
(Supply and Logistjc) after consulta.
ion with the Materiel Secretaries of the

thre services. It is normally developed
by the ASIR OCammttee which funo.
Uons under the Ansstmni Secretary of
Defense (Supply and Logistics) And is
compoed of two representaUves from
each of the military departments and a
chairman ad secretary suppled bthe
Assistant Sereta of Defense M U)
Proposals for new or revised policies to
Improve military procument a con.
stantly under stud by ts ommittee.

ajor policy mat ae also Jointy
considered by the Asitat Secreta of

Defense (5, 6 L) and the Materiel Sea.
retarise of the military department.,

ASPRis a flexible regulation. While
Its purpose Is to provide the nessary
policy And procedure in all procurement
area, It Is Impossible to anticipate every
possible situation which may srlse. In.
toe arse where, for example, a per.
t uiar required clause may be wholly

Inappropriate. For example, our tax
clause required for use In flxed.pulee
contracts may not be appropriate In a
contract to be exeuted and performed
in a forein country, In such a cas, a
deviation from the ASPR requirement
may bepermitted.

Deviations from ASPX which affect
only one contract or procurement may be
authorisod by a mIllltry department
where Justifiad by special ciroumetanoe
involved. Dlations Affecting more
than one eontract or procurement must
receive the Approval of the ASPR Com-
mittee, and, where major poIIctis In.
volved, must be proved by a As-
eistant Secretary of Defene (S. & L.)

Supplemental procurement regulations
are issued by the military departments
Those are the Army Procurement proCe.
dure (APP), the NAvy procurement dl.
retlvye (NPD) And the Air Force pro.
ourmnet Instruction (APPI), which are
arranged and numbered so a to corro.
#pond to ASPR. They provide detailed
procedures, conslstent with ASPR, which
nevertheless rcesay vsry among the
service to take oare of d iffnrene in
their organ18aUoal structures. These
department regulations ao provide
sldnozo in areas not covered b7 the
ASPR, Por the pat year and onehalf,
however, It has been our polio to lii-
elude in the ASPS any matter which is
dealt with by more tham one service rse-
uation, As a result, these supplomen.
tar procurement regulations are stead.
ily being reduced As the ASPR coverage
Increases.

Contracflng ofiler
One of the principal controls on mill.

tary procurement is that exerciesd over
the appointment of oontrmating offlocrs.
The authority to execute and administer
contracts Is derived from the bateo au-
thority booted by statute in the Secre.
tartes of the military department.
Thee Seratarles ar expresly Luthos.
ted to de14at procurement functionwitthin theIr respctive departments, and,
by agreement among the Seo(retarte
concermed among departments con.
trying ofcere may be designated either
by the Secretaries themselves or by sub.
ordinate ofcals to whom authority to
designate contrating offioers has bee
delegated. Only persons who have been
determined to poas the required at-
tributes, Including training, experience,
Judgment and maturity, are designated
s contracts oflfices. To ast In a.

$urine that aH procurement personnel,
inluding oontrating offi s, are pro.
vided the best possible training In thelispeialtie, the services sponso at both
military actte and clviin educe.
ticoal Institutions a vatriety of training

Tho ourses covr such a

a prourement laws, reguts1 and

procdure., pice analls, neotlation
technique, and contract administration,

Not only are the quaiificetlons and
selection of contracting officer jealously
safeguarded, but, In addition, certain
restrictions are often Imposed on the
procurement. which may be made by
contracting offers at various military
activities. For example, procurements
by miller field actiIie are frequently
limited to purchases which do not ex.
coed certain dollar values, such As it00
or 113,00. You will recall our discus.
sion of the falt that about 1 percent of
All procurement actions art emall pur-
chse of 63*00 or lee. At the same
time, It was noted that this tremendous
amount of procurement actions count.
ad for only 4.1 percent of the dollars In-
volved. The vast bulk of the emaill
purchases are made at thee field Rstl.

aee 6ll over the world, Frankly. we
cannot afford the cost which would be
involved in staffing out contracting of.
oem at these aMitUe with the pre
analysts, auditors, lawyers. and technical
perSnnel essential to proper handling
of large dollar value procurements. The
objective of the monetary limitations
placed on such contrating officers, thr.
fore, Is to insure that the larce dollar
value procurements or thow of an unu.
sual nature are effected only by officers
who are spel' y qualified and prop.
erly supported to accomplish the more
complex procurements.

A contracting oficer whose authority
Is not so limited is not expected, or per.
mitred, to carry out his responsIbIlIty
alone and unaided. The particular oon.
traotin oicers we have in mind here
ae them who handle the procurement
Actions involving most of the defense
dollars. No one man could possibly be
sufflently knowledgeable in so many
related field- to perform this Important
function. And even assume person
with such unique test did Kt he
would not have the tin with the work.
load Involved, to perform all these
functions. Thnus, the oontracting offior
Actually functions a the captain of a
team of experts whoe advice and coun.
el cover the entire procurement are.
The team members Include enlimeers,
auditors Price analysts, lawyers, mato.
rall Inspectors buyers nm ngotiaors-
all specdallsts in their partiul fields.
With the Advice and counsel of thes go.
oialists. a oontraUng officer is able to
bring to bear on the problem involved the
expert knowledge of the bet qualifl*d
personnel available. Vor example, enit.
ners and technicians insure tha the
Item to be procured is properly idontifled
In the spoetl nation; they siso in
the evaluation of the bide or proposals
reelved to determine whether the Items
offered do, In fat, meat the require.
mints of the spedfications. Moreover,
s will be pointed out ham in a prom.
taUon dealing with resarch and devel-
opmsent great reliance Is placed on our
technical personnel In determinim the
placement of research and development
work. Auditors and price analysts Are
invaluable In determining the roeon.
abloness of offered prim or estimated
costs. LAwyers advie And ait With

..VTV .
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reirect In1 c4trrliarrce With staltOS St
reulatiros Arid assum tirat crtrcts
early expie tIe IIntert of Uts iirttle

isiri tier lrmrlrnel, i Addtiron to rifler.
IloIts of IhrairectiOl, accer taer . a oi rr.
Itrat arltrtlrret1it ot alA) aitt tlre 0onr-
Itaetlnr offleor in rietetrrlirri tihe .
trircIblilty of prirlprective Vontlactolol
specifically, tlhey cordrr1€ what we tellr
A I rraWAeIl aRrley-.Whlh Irrans threy
Irrielllste And re0iolt oil tile fActs Iser
tlrnti Its al Irrlelileerrt deciilolr ccrcl -
Irn* te rt% 1 All rotpAbillv of tire lrr oed
eupplr r( Irrit li r1e cr1irart. 1q.
)rally. i1111r 1rr 11reotialor, @flhter witil
i11 oI Iat et rairII tir e lr1rt trt)leaoalato A1nd oblelum (h1# 111,tootwtlve

'tiaIrri l's aelrelelnrrt to all rfi lire con-
t116ii11 iMtiC"' 11r ISei 0t1160 tItini
and e r1bIIirrrra to effet A rt 1c11ei1t
Wrichr to fall a ri lesoarlie I r1 to lire

I r11rn111e111 Anri trr tire Ir11rlrtrIor.

Qilli ferd Sad rli1bi o sim,'es
Another tisre O tiolnrl pilair to the

ple1Irlrr And 111n11 with iWlrlrtire 11 r11.
tratlirr officer tray do 1irncrreem. WIrile
It Is tasic deferre policy tI have As Irarry
Son"e of arrrrly As 1rractIcalte for li.
r rrtirnenl . riot er cr1tyxry Is elleiible tr
receIve 11ovoernment %NInftacts Frirtirer,
oiae i111ors a1nd fllns, tirrsir eligible.

ar irfl q11aliftl fr lotrforrnrlrce of par.
intUal a i urlrrual urnde1Iakirre.

It I irt orrr irlnee In teat tirie sub.
jI eire1IrAtirely, Il i nrliortart, hw-
aver, to p'olint ott that oir'Weatly safe.
gra1rsl1 to llrli acceptable alrd timely
9 rrfolmarlce o defense rrtrcts Inutt

:. ard hav bIreeri, trreocribied. It should
also be made clear that while we have
been discuniog "Interlnal conIt1 ls." aine
of the iinitatols ont sorircs of sipy
hAitV their OHlr in 11%tUlIetiiintl en-
aterenis aind Inr actions sad remsuibll.
ItIl of (lovernme1r1 aencles other than
0)0, Iie polity and glldnce for our
MU1atlr1l otlrore ti these areas, fhow.

ever. are set ftoth In detail In ASPIC,
To ilitorte Uil, a coin~rviIat1111 oM.

ter. before awarding a contract, has war.
lain Ptimary triestora to resolce. sI-
alle Are z

I. IA tht Patiular irm Ia man.
ufactrer or regular dealers In
tralnsations In excess of 118,OO, the
WAlsh-lialey Public tntrates Act
(41 USC. UIt prohibits eontracting
with atubody not a manufacturer or
regular dealer AS defined by the e.
044mtent crf LAbor. It should be
aWded that our policy i to apply
tloe iAns tndada In trsactio
of $10.000 or less. Small business
WOW. as pnt of our mlU business
pVCr0m0 PA e exempted from
this manufacturer or reenriar dealer
rqutirment, In edition, construe.
hoen ontrauters ar not gov rned by
the sane trita s manufacturers
or ieular dealers.

I. I this paticula arm elisbis to
rielve m Government contratl
tn oth i words, Is It Inehled in the

"Const lldrted list of debalted, In1.
tielble, ai1d 1raperdetl 'oitrac-
tortal" if It I, tire collitteill 0111.
ter ray iot coritaect with lile i111.
Tll list o111ila1, for exalrie, tie
rain o f1l arnd Idividuls

frrUld by ie t relrA1nent cr1 talr
t0 ihavte violated ilet Walh.lc'aly
Act, mrentiorred earller, (r folrrd by
lire C'olniiroullt erlal Ir Irave Vic-
letrn ie Irrpl vlrlo rrf tir Dravis.
Ilaror Act 140 UItIC. 271 a.24011.
rr on oltei l frarrd or other crinr.

1111i offeInrs Irr eorrrrectlorr wititlr.
l it, v l11 1 h. 11 r111 I 1.
3 I line MAol lirnilanfr Irr li i I 0eir-r

aitte IIraliilve arr1r1r1let I other
ridlda, h inrg funrt tirat tire fltrr1

is eligible arrd 41111111i01l, i rajor
ruehstir rerlialns for corrahheratlolr
lies tira lrrlrt.ld rinppller te Terq
UInite lhra11clal, 11loduc'tion airr
teo11i1hal aelrarlty anrd ceiablitile
to aistaletoil1y perfoltn tire par.
ticr1lar rolitract Invlveti 'lie flcirr
"ray trot have tire irrluctilo1 copse.
Ity available i proturce t00 plretvet
of Ire iterr quantities lmeeed Weitin
the tequitec delivery schedule. Ard
whole sreO developmnenrt Is reirlred,
aircillAly iti tlrh ptolictiol, It imay
laek the errei rhnr staff 1reeasary
to p Ioinli it. 'I ire1 sir 1rany otIr.
or QurestiIs. tire rorltractirr ohllier
Irrrrst crrnrirer, '1lie preewan n lir.
vey, neltionrel et1ler. Ii tire vehrile
employed to gather all the latest Ilr.
folnation Ieessaly to deteiinre
tIre fim's respoiraiblity slid capa.
bility,

I hrse few Illustrations eIrf to rake
It clear that we do nrot contract with
everybody who flg1rratlvely kicks oil
the mrntractinrg offer's door. We canr-
nrot afford to do so., To project workers,
employers, Other ontfactore, and the
covelnrment litelf, marry Federal aeon.
rla. In addition t Ol, have partIel.
inaled Ir detelopling trree lletee ry col-
Irtse ori proc rrement Soirce$.

rytys ot 'mnfrrrfs
oine of the mot Seirificant controls In

the entire field of procurement I that
degtilng with Ihe types of contracts ap
propitiate for tute In different priclne
siltlatlos. APt contains a lengthy
section for the guldance of contiraetin
offIcere In tis Area. Congress Itself has
legilAted agalnst the use of the cost-
plrrs-.a-pentage.of-cst contract and
has required certain conditions prece-
dent to the making of other types of
rontracta. In short, this subject of typee
of eontracs i so important that one of
the following presentations will be de.
voted enUrely to this subject.

Revfesc of proposed corlfrarfe
A final type of Internal control which

should be mentioned Is our system of re-
views and approval of proposed con-
tracts. In each service, procedures have
been establlshad which provide that

opelfle iptdotf contracts, both adver.
tied anid ir otiRted. mlst be frsl ap-
1mvtel hy lprrcrtelrieltt orlelals or re.
view boards composel of specially and
technically qtallneiid teltonltel iior to
their elecrltol by the coIlrtotlll o1rrer,
Adiltilnlly, theiv ate Other revIews and
alrrOVAldS trilled iat still hrlehl r levels
oc tIle lt Ic1ire alnd rl 61015 aplrrels of
etslnl hilluer dollar life contracts fit
ou1r Mllajor pilotallsi, the idacemelnt of
late., loin adtille coltractl oftrll re.
qtilrl& till- pe1olial coIralderatloln Of tl@
military Secrelary Involvrd. In follow-
In t pleselztltlona. further detail o11 the
tInote lll1111tilant of tltsl revlePwAR nd all.
prtovRtls will be d1coased

''lIt pu,1054' of the ltsdRaIttmPIrtt here
Is to 1Isu1re, try rlocAHs Of careful and
lhoroush analyals crf the plarelilot, trtle.
llli0 litoKI111 l, an1d Iri10nes AIctWI Of
prroloied II* nelrts, that they rfe
rffrrteri Inlrder rontrtacs whihh frrrlher
tIe Ilnteests of the (loternllent. aid
At the al 1 line, ate fair and IePasollalle
both to tlto (rveInllent and In the co-n
tractor.

olltre the subject of Inilltaly reirllte.
melit Ia not it matter wilhin tie alrbit
of the ftlollons of procuremenlt person*
li. w liate rIlrcrt'rI ur attentlonr Io
hrrlr we ptrrorre. lIhll. Is,fore ndilil tIA
dlicuulon of control, It should be %in.
diratod that there ar o rqlally inll .
cant conlrtti with rest ect to the do.
tellinhittlol of reqlrlrenelts. namely.
Ichol Is to be procrired. '11r military
depsatllllt5 establllh tlelr eriirelntlds
raised upon ulldance approved by the
secretary of lefele AS to force objec.

tives. developmelnt, and tre tlme.scled-
ullng to be followed In achlevllrl them
objectives.

Qualtitative requlirmelts for mate.
flat And services, 

i
tre ubJect inatter of

our prouoremenlt contracts, receive a
careful review within the military do,
Iartment concerned to auure that the
Ireed is valld and In onolatrce with
polley guIdance, that facllitIe aind fluds
ae Available, and that production Is
scheduled so AS to provIde material alnd
support to the forces as needed. Von.
alteration Is also given, of course, to the
teolhnical progress biting made oil Items
or systems under development which
ultimately may replace the Items cur-
rently bing procured,

urtier, an overall review of material
requilrements Is provided at the 080
level with respect to selected weapon
systems and major end Item to sure
that departmental requirements are con-
tent with approved policy that appro-

priate balance among the dePartmenttl
proerauns Is attained, and that these
programs are designed to make optimum
use of available reoources and funds.

This concludes this Introductory pros
entation. Our purpose has been to touch
upon some of the more slgniflelnt a.
peel. of defense procurement and to pro-
vtde a background for the more detailed
presentateits which follow.
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LIre O lDZRAi SUmLY CHS UlI CowrnA.rr
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Oaline and lubricating ol--4erviCe station
deliveries.

Tires and tube. (other than atsralt) part 11
(eommecial Urs and tubes only).

Brake lining, clutch falling, oil filter *I*-
ment. and Ure chains. et. part IV.
(Selected items only are Mandatory upon
DOD.)

Spark plugs. part II.
EIectrl lamp., part VI.
Household and quarters lamps, part VII.
Purchase. malntenane, repair, and rental of

mlcro.photogPphi equipment. and sup-
plies, part IV.

Ifousehold and quarters furniture. Parts I
through IV.

Office furniture, wood and steel, Including
steel Insulating filing cabinets, part V.

Poor coverings, part I.
Books, part I. sections A And B. (seetlon A

only is mandatory upon DOD.)
PerIodicals and lawbooks, part I. (LAW-

books section only Is mandatory Upon
DOD.)

Dralting-room and 0BOS supple. part I.
Rnyelopes. printed and plain, part V.
Typewriter. (manual and electric); pUT.-

chase, exchange allowancee, and repair
parts; maintenance and recondlong of
slectiO typewritsre. part I.

Oc equipment, part ir, setions A and a
Offset duplicatng blankets and plates, direct

Image and photographic (etl and paper
type), part IV.

Vacuum cleaners and repair parts. ose-
Sore and attachments, part Il.

Aircraft tire@ (cUis and tubes).
Recordings and transcription service. part I.

HISTORICAL DEVELOPMENT
OF PROCUREMENT
METHODS
In this second presentation, we will

discuss the history and development of
our two methods of procurement, formal
advertising and negotiation. As is well
known, our present law. chapter 137 of
title 10, United States Code, which
amended and codified the Armed Serr-
icees Procurement Act of 1947, requires
DOD contracts for property or Services
to be formally advertised, except under
17 speclflo situations where negotiation
may be used. It may not be o well
known, however, that for over 150 years
the Congress. In times of peace and of
war. has concerned itself with the prob-
lems of military procurement, Includina
the uses of formal advertising and nego-

tiation. Many laws have been enacted
over this span of years, In fact, even a
brief reference to these laws should im-
press one with the understanding and
awareness of the Congress to the prob-
lems of military procurement and with
the dispatch and foresight with which
it has responded to them.

We wish to discuss first. In somewhat
summary form. a general Introduction
to the historical development of our pres-
ent law. and secondly. In the light of
that background, the specific history and
development of each of the 17 exceptions.
We feel it will shed much light upon
the whys and wherefores of our present
law, policies and procedures concerning
these two methods of procurement

INTRODUCTION

Military procurement began, of course,
even before the founding of our Nation.
The problem of equipping and supplying
the forces of George Wasahington must
have been as complex in those days a
the problems of the missile and space
age are today. Our Nation was still an
infant when familiar questions arose--
wh9 should control military purchaa-
n g-how should It be accomplished.

In 1792, Congress provided I that War
Department supplies would be purchased
by the Treasury Department. Just 6
years later In 1798, however, the War
Department and the newly created Navy
Department' were authorized 6 to pro-
cure all the supplies and services needed
for the military and naval services.

In 1809, the first Federal statuteI re-
quiring advertising for bids appeared.
In pertinent part It read:

"' & 0 all purchases and con-
tracts for supplies or services which
are or may, according to law. be
made by or under the direction of
either the Secretary of the Treasury.
the Secretary of War. or the Secre-
lary of the Navy, shall be made
either by open purchase, or by previ-
ously advertising for proposals re-
specting the same; * "

Although a literal reading of this early
statute would Indicate contracting of-
ficers had a choice between two equally
available methods of procurement-
"open purchases" or "advertising for
prop0=lS,' the Attorney General inter-
preted it to require advertising except
where public exigencies necessitated im-

* All notes appear In appmdis.

mediate contract performance. In the
latter case. procurement of urgently re-
quired items could be made in the open
market in the manner of ordinary
commercial transactions.

Subsequent statutes developed specific
ground rules for advertising. In 1842, a
law ' dealing with stationery supplies and
printing required-

(i) advertising for bids once a
week for at least 4 weeks In a news-
paper published where the work was
to be performed;

(il) description of the required
supplies or services In the advertise.
ment:

(i1) sealed bids opened under the
direction of the procurement officer
in the presence of at least two
persons; and

(tv) award to the low bidder, pro.
vided he could furnish security for
the Government in case of default,

In 1843, a statute f added another re-
quirement-the preparation of an ab.
tract of bids. In 1852, contracts were
required$ to be advertised at least 60
days before award and the presence of
bidders at the bid opening wan author,
ized. These requirements are quite
similar to those now set forth in section
2305 of chapter 181.

In 1860, a landmark statutop was
passed.' It was later incorporated in
section 3709 of the Revised Statutes and.
in pertinent part, provided:

"All purchases and contracts for
supplies or services, in any of the
Departments of the Government, ex-
cept for personal services, shall be
made by advertising a auffidlent time
previously for proposals respecting
the same, when the public exigencies
do not require the immediate deliv-
ery of the articles, or performance of
the service. When immediate deli,.
cry or performance Is required by
the public exigency, the article or
service required may be procured by
open purchase or contract, at the
places and In the manner in which
such articles are usually bought and
sold, or such services engaged.
between Individuals."

The particular significance of this stat-
utory provision was the requirement of
advertising with only two exceptions-
contracts for personal services and con-

All notes appear In appendtis
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tracts where public exigencies ne- This bill was eventually enacted as the thoriZed obligating certain funds with-
sitated immediate performance. This Armed Services Procurement Act of out formal advertising. In 140. the
statute, with certain exceptions whicir. 1947.1. While it was codified in 195a. Navy was Authorized 0 to negotiate con-
will be referred to later, continued to reg- with minor amendments, in chapter 137 tracts for the acquisition, construction,

late the placement of mlUtary contracts of title 10, United States Code, this basic or repair of naval vessels, aircraft and

until World War IL law has governed defense procurement machine tools when In the interest of

Additionally. one further and Im. for 12 years. The flexibility which its national defense. The Secretary of the

portent exception to section 3709 of the drafters and the Congress built into It Navy had been authorized 0 earlier in

Revised Statutes must be mentioned, has enabled DOD to operate under It In 1940 to contract for construction of naval

Not only the courts, but also the Attorney times of peace, the Korean hostillties, aviation faclitles without formal adver-

General and the Comptroller General and the present cold war. It was and tisins.
consistently ruled 11 that advertising was still is a good law. While this charac- (o) Its present use
not required under that statute in cir- terization is directed toward Its provi- Since t national emergency excep-
cumtances which made competition slons for formal advertising and negotla- Ston has aeneratedoa much congresonal

impracticable, such as the existence of on, the same comment could be made interest in the past. It is appropriate that

only one source. From these early days of its other provisions. We sincerely be- ths ditusshp fully explain where and

on. then. in cases where only one source lieve this basic law is equal to the tre- why we use this authority and explore

was available, neither the War nor Navy mendous task we face today and visual- the posibilsie of Its future use. In

Departments utilized the procedures of ie In the foreseeable future. This is doing so. our treatment of this first ex-
formal advertising to effect such pro- not to say that some helpful amend- ception will necessarily be somewhat
curements. menis might not appropriately be made. longer than that accorded some of the

Less than 2 weeks after Pearl Harbor, These amendments we shall point out other exceptions which will follow.
the Congress enacted title II of the First as we now discuss the particular back- Although the national imergency dc-
War Powers Act of 1041.

u 
This author- ground and development of each of the lared pursuant to Presidential Procts-

ied the President to empower agencies 17 areas for negotiation. maton 2914, dated December 16. 1950.
connected with the war effort to enter zzceptionl-Natiollemeroency still exists, the Assistant Secretary of
into contracts without regard to exist- Defense (S. & L) has restricted the use
In provisions of law, wherever such ac- (a) The statute of this very broad negotiation authority
ton was deemed to facilitate prosecution Pursuant to 10 U.8.. 2304(a) (1), pur- to three specLfic situations. These are-
of the war. On December 27. 1941. Ex- chases and contracts may be negoti- l procurements unilatrally set-
eutive Order 9001 implemented the act ated f- aside for small business firms;

and authorized the War and, Navy 0e- "it is determined that such action (2) procurements made in keep-
partments to make contracts without Is necessary in the public interest ing with our surplus labor area and
compliance with statutory requirements during a national emergency de- disaster area programs: and
for formal advertising. Again, on March cared by Congress or the President." (3) procurements of property and
3, 1942. another positive step was taken. b Thehto ' bcckgrosn services in connection with expert-
The Chairman of the War Production mesinconelonth eri-

Board prohibited all contracting by the The use of negotiation during national mental, development, test, or re-

formal advertising method unless spe. emergencies has a long history. In all search work from other than educa-

elally authorized. For the duration of emergencies, from the Civil War up to tonal institutions. where the con-

the war, the great bulk of military pro- World War Ir. Congress authorized, in tract Is over $2,500 but not more than

curement was negotiated under the au- varying degrees, the negotiation method $100000.

thority of title U of the First War Powers of procurement. Brief mention may be (l) Small bu lnes.-One of the im-

Act. made of some of these prior exceptions portant elements of the Department's

At the close of World War 11 a study to formal advertising: small business program is our set-aside

was initiated for the purpose of devel- I. In 1864. Congress created* a lim- Procedure, where we reserve for exclu-

aping peacetime procurement methods. ited exception to formal advertising by sive small business participation ndi.

The proposed bill which evolved from authorizing emergency procurement by vidual, or classes of, procurements.

that study was transmitted to the Con- Army quartermasters "in the most ex- Whether formal advertising or negotta-

gress by the Acting Secretary of the peditious manner," when necessary for tion procedures are used. a set-aside con-

Navy, who stated " that Its primary pur- the operations of any detachment of the sists, in brief, of reserving all, or a por-

pose was to permit the War and Navy tion. of the procurement for small

Departments to award contracts by n- 2. Around 1900 when we were involved business concerns. The resulting con-

gotation when the national defense or in various military actions, " the War tracts are negotiated contracts. even

sound business Judgment dictated the Department was authorized "1 to procure when small business restricted advertis-

use of negotiation rather than the more ordnance Items and supplies without ad- Ing is used. This is so because restrict-

rigd formal advertising there vertising ing competition is inconastent with a

The Senate Committee on Armed Serv- 3. In the erists created by World Waw. cardinal principle of formal advertising.

Ices In commenting on the purpose of the I. the National Defense Act of 19161 au- namely. that there be full and free com-

bill in Its report stated: thorized the Secretary of War to procure petition.

"This bill, as amended, provides CaMes, tools, dies Jig, fixtures, and other Since the Small Business Act expressly

for a return to normal purchasing manufacturing aids. Including speotflca- authorizes Joint set-asides, those made

procedures through the advertising- ins and drawings, without formal ad- by the contracting officer and a repre-

bidrmethodonthepartof the armed certain. On April 12, 1917. the Secre- sentative of the Small Business Admin-
sd ervies nmely the ar of ela tary of War found that there was an stration, we use exception 17 for such
services. namely. the war Depart- emergency within the meaning of exist- set-asides. For Unilateral set-asides.
ment. the Navy Department. and the in statute providing for advertw thoc made by t contating officer
U.S. Coast Guard. It capitalizes on and authorized the award of contracts alone, exception 1 is or only authority.

the lemons learned during wartime without formal advertising. The Navy In this conIn, section 4(a) of

purchasing and provides authority. Department took siIrn Sction. N .500 would reconcnze as formal ader-

in certain specific and limited cate- 4. Even before our entry into World tising our "Amall business restricted ad-
tors. for the negoatiion of con. War Ir. the necessity of preparing for vertising." In the case of unilateral
tracts without advertising. It re- whatever eventuality might occur had set-asides, this would give the Depart-
states the rules governing adverts- led the military departments to request ment permanent authority where none
ins and making awards as well as and Congress to enact other laws au- now exists. As Secretary McGuire testi-
fixing the types of contract that can thorising negotiation. For example. the fled lst summer, we think this provision
be made."" Army Appropriation Act of 1941 Is au- of 8. 500 Is meritorious and desirable.

Ali no appear In appendix. All notes appear In appendix. All notes appear In appendix.
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In addition, the Department recomn-
mended that specific recognition ailo be
given to similar unilateral aIl business
set-asides in negotiated procurements,
which presently are only authorized
under this national emergency excep-
tion.

(2) Labor surplus and disaster areas-
It Is our policy to aid labor surplus areas
by placing contracts with concerns
which will perform them In such areas.
We do this to the extent It can be ac-
complished consistent with our procure-
ment objectives. And in doing so, we
comply with the prohibition In the De-
fense Appropriation Act that no price
differentials shall be paid for the pur-
pose of relieving economic dislocations.

Here, again, we utilize set-aside pro.
cedures. and, since competition is iml-
larly not "full and free." the resulting
contracts are negotiated contracts.
Only the temporary authority of excep-
tion 1 is currently available for this
program.

Since the problems of economic dis-
locations are a matter of concern to
everybody, consideration might to given
to establishing some permanent author-
ity for it. Although the disaster area
program is activated only on special oc-
casions, such as the destructive floods
which Connecticut experienced a few
years ago, the comments concerning
labor surplus areas am equally appli-
cable in principle to this program also.

(3) Research and development.-Since
exception 11 expressly authorizes the
negotiation of contracts for experi-
mental, developmental, and research
work, one may ask why any use of ex-
ception 1 is necessary. Section 2310 re-
quires a Secretarial determination and
decision before the negotiation author-
ity of exception II may be used. With
the ever-increasing importance of re-
search and development contract, the
administrative burden of preparing and
reviewing the volume of papers going
forward to the Secretary for such deci-
sione seemed all out of proportion to the
need being served. Research and de-
velopment work cannot be formally ad-
vertised. To require, then, all this pa-
perwork merely for the Secretary to find
what was readily apparent-that re-
search and development work was in-
volved-s4erved no real purpose.

Accordingly, the decision was made
that for the duration of the present na-
tional emergency such contracts In the
amount of $100,000 or less would be ne-
gotLated under exception 1. This has
been most helpful. During fiscal year
1959, for example, 10,404 research and
development contracts for $225 million
of new procurement were negotiated
under the national emergency exception.
On the other hand, only 2,446 auci con-
tracts, but involving $L.4 billion, were
negotiated following Secretarial deter.
minations and decisions under exception
it.

Section 6 of 5. 500 would authorize
Secretarial delegation of the authority
to make the determinations and deci-
sions required for exception 11. The
Department believes this Is a desirable

amendment. If enacted, there would be
no reason for using the authority of the
national emergency exception for re-
search and development work.

Thus, were these suggested amend-
mante adopted, we would have no occa-
alon to use the authority of this excep-
tion during the current national emer-
gency. Only In the event of a future
national emergency would its utilization
be necessary.

xception i-Publio exigency
(a) The statute

Pursuant to the authority of 10 U.S.
2304(sa) 2).purchases and contract may
be negotiated If-

"the public exigency will not permit
the delay incident to formal adver-
Using."

(b) The hlsforicI background
As was pointed out earlier, this excep-

tion had its origin in the act of June 23,
1860." which we termed aI "landmark"
statute.
(c) Its present use

In order for this authority to be used,
there must be a need of compelling and
unusual urgency, as when the Govern-
ment would be seriously injured, finan-
cially or otherwise, If the supplies or
services were not furnished by a certain
date. It is also a prerequisite to the use
of this authority that the Item could not
be procured by the required date by
means of formal advertling.

We use this authority, for example,
when supplies or services am needed im-
mediately because of a fire or flood, or
when essential equipment for or repair
to a ship or aircraft are needed at once
for performance of their operational
milssons.

and where the contracting oflere were
who used it and the reason why it is so
valuable and necessary an authority in
our operations. The reason for this ex-
ception lies In the administrative cots
of the formal advertising procedures.
Because in small dollar purchases, these
administrative costs would often out-
weigh the value of such purchase and
would greatly and unnecessarily Increase
the costs of the procurement of all low
dollar items, Congress considered it good
business that such purchases should be
negotiated. As the Senate Committee on
Government Operations stated at the
time the ceiling was raised to 81,500-

"Increased competition and lower
prices would flow from the implif-
cation, speed, and similarity to com-
mercial practice [which] regulated
negotiation of small procurements
would provide. Administrative sav-
Ins to the Government would also
result from the lesser cost in such
oases of negotiated procurements as
compared with formally advertised
procurements." 0

Widespread Informal competition is
obtained In our small purchase proce.
dure. As previously stated, ASPR 1-301
requires that our procurements shall be
made on a competitive basis, whether by
formal advertising or by negotiation, to
the maximum practicable extent. This
applies equally to small purchases, our
requirement being that reasonable solle-
liation of quotations from qualified
sources must be secured for all purchases
over $100. And for procurements of $100
or lees, as pointed out earlier, we require
such purchases to be distributed equit-
ably over a period of time among quali-
fied suppliers.
XZc*Ptlon 4.-Personal or prolessional

services
(a) Te sttute(a) The statutePusual t ie 10 2Pursuant to 10 U.S.C. 2304(a) (4). pur.

Pursuant to l0 USC. 2304(a) 3, lr- chases and contracts may be negotiated
chases and contracts may be negotiated if-

"the aggregate total Involved is not- "for personal or professional erv
more than $2,500."

(b) The historical back round (b) The htorical backqroind
For many years congreslontl author- This negotiation authority is derived,

ity has existed for negotiated procure- as was the case in exception 2, from the
meant of low-dollar items. In 1892, nego- act of June 23, 1860, as Incorporated into
tiated procurement of Army ordnance Revised Statutes 3109. It exempted con.
supplies In amounts not more than $200 tracts for personal services from the re.
was authorized." Simllar authorization quirement of formal advertising, How-
was granted the Quartermaster General ever, the amendment to section 5709, in
by laws enacted in 1894" and 1898. 1945, phrased this exception-
T'he amount was rased to $500 and ap- "when the services are required to be
plied across the board to all supplies in erformed by the contractor In per-
1906 and 1907 for both the War" ad son and are (A) of a technical and
NaVY" Departments. This $300 maxi- professional nature or (B) under
mum continued until enactment of the Government supervision and paid
Armed Services Procurement Act of 1947 for on a time bas.""
whus Itwas increased to St,000. Finely, (c) Its present use
In 1968, It was incresed to the present Although neither the Armed Services
ce~ingo of 62,500. Procurement Act nor its codification in
(0) Its present use 10 U.S.C. 2304(a) (4) carried forward the

In the previous presentation, as you limiting language of the 1946 amend.
will recall, we pointed out the large vol- ment. the Department of Defense has
ume of procurement actions which as considered that the use of this authority
negotiated under this exception, who for personal services is subject to the

All not appear in applndil. All notes appesi in appendilL
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ame conditions as embodied In &W, lXcepttn 17-sdcidu or medical
amnelnt. Accordingly. In the c supplie
of Personal Nenvices, we require not on* (a) Th stoid
that they must be performed by a con-
tractor In person (not by a firm) but Pursuant to 10 U.S.C. 2304(a) (7), pur-
ls they must either be of a technical chase and oontracts may be negotiated
nature or must be performed under Gov- If-
ernMent supervision and paid for on a "for medicine or medical supplies."
time bui. Substantially the sme con- (b) The historical background
dltons apply to professional services, As far beck " 1846, Cogre author.
except they may be performed either by ed"the bra Department to negotiate
an individual contractor or by a firm. the purchase of medncie n lieu of

Our use of exception 4 1s not extensive, formal advertisi, and, in the act of
Exception 5-Jervice o! educational February 27. 1893" also authorized the

institattoe negotiation of contracts for medicines
(a) The sfatte and medical supplies by the War Depart-

Pursuant to the authority of 10 U.S.C. ment.
304 (a)(5),purchasesandcontracts may (c) Igo present use

be negotiated if- This '-atiton authority Is usd with
"for any serves to be rendered by any respect to such supplies as are petuliar

tunl ."ty, collqt, Of other edue On&' to the field of medicine. These includetechnical equipment such as surgical In-I) The historical background struments, surgical and orthopedic ap-
This negotiation authority originated pilancs, X-ray supplies and equipment.

in the Armed Bervices Procurement Act and the like; but not prosthetic equip-
of 1947. It wal Inserted in the armed ment. We do not use exception 7, how-
servicm procurement bill by the Senate ever. if the procurement may also be
in order to permit the military depart- negotiated under the exceptions for
monte to negotiate contracts for neces- small purchases or oversee procurement.
sary research assistance and for the Further whenever it is practicable to
training of personnel sent to educational do so, we give suitable advance publicity
Institutions, of at least 15 days of the proposed pur-
(C) Igo present Sao chae where the probably cost of the

Our use of this negotiation authority procurement will exceed $10,000.
t for-

(1) educational or vocational UZorIo O -- uppl~to purchased for
training services to be performed by authorised resole
educational institutions in onnoec- (a) Thestatute
tion with the training and education Pursuant to 10 U.S.C. 304(s) (8). pur-
of personnel, and for necessary ma- chases and contracts may be negotiated
terial and supplies incidental there- if-
to, and "for property for authorized rele."

(i) experimental, development, or
research work and analyses, studies. (b) The historical background
or reports, to be conducted by such Althoush this exception provides for
Institutions, what is literally a new grant of authority

xrce tfon #-Purchoses outside the in the enactment of the Armed services
United Bates Procurement Act of 1047, nevertheless It

(a) The statute was intended that this authority should
Pursuant to the authority of I0 U.,C. ordinarily be used only for purchases of

2304(s) (0). purchases and contract. articles with brand names or of a pro-
may be negotiated If- prietary nature, a requested by patrons

'tr property or s to be Procured of retail activities. So limited, this ex-
outside the Uf'ted States, and Ila tnt- caption a amounts to liMe more than a
ttri po"sslons, and Puerto Moco.- specific application of the general excep.

t)ton to Revised Statutes. section 3709, for(b) The historical background proprietary purchases where It Is tin-'
The Navy, since 1845, had a Similar. al- practical to secure competition.

though more limited, authority to pur-
chase supplies "which It may be nece (- ) Igo Pri t 5*
eary to purchase out of the United States As just indicated, we limit our use of
for vessels on foreign stations."" The this negotiation authority to brand name
legislative purpose of broadening this items and articles of a proprietary na-
negotiation authorityIntheArmedSery, ture which a retail activity must carry
les Procurement Act of 1947 was to en- to meet the demands and preferences of
able contracting oftcrs In overesa Areas Its customers. Here also, we require,
to conform $o business methods in gen- wherever It is practicable, suitable ad-
eral use in those areas. vance publicity of the proposed purchase
(c) Its present ise when the probable cost of supplies pur-

We use the authority of this exceton chased for authorized resale under this
to procure supplies to be shipped from, exception will exceed $10,000.
delivered, and used, or services to be per- Izceptosi 9-Per1shable and nonpeoish-
formed, outside the United States, Its able subsistence tuppifs
territories, poeeslons, and Puerto
too-regsrde" of the place where the (a) The ethde

contract is negotIted or executed Pursuant to 10 UA.C. 304(a) (0), pur-

All notes appear In appendix. All note appear in aplendix.

chases and contracts may be negotiatedif- "for perishable and nonperishable
subsistence supplies."
(b) The hiutorical background
The Navy Department had epeciflo au-

thority to procure certain perthable
subsistence items without advertising for
a long time, namely, butter and chewe
since 18417, preserved meatt,piokles, and
dried vegetables idnee 1841, and flour
and bread since 1807."

In section 2(o) (9) of the Armed Son-
cess Procurement Act of 1947, the excep-
Uon was broadened to Include all perish-
able sublistence supplies. The purpose
In enlarging this authority was well ex-
pressed In the report of this committee
made at that time:

"Many of these Iperishable subsistence
Itema) cannot be described In the usual
manner A their setficelons a ncr.
maly Inadequate to provide a beals for
advertisten for bids. Under the adver.
tt"smnt system. the produce distributor
Is required to guarantee the availability
of s petie quantity of a predetermined7luallty at a etated place at a spencfid
future date. This he is usually unable

to do. Thus, the only busnesslke
method of buying such Items is by eval.
ustion A fr visual inspection at the
time and place such perlable items are
offered. and by purchase at current
wholesale Prices. Common produce
Items such as tomatoes or lettuce fur-
nish excellent examples. Delay o only
a few days in maketing iteme such As
these seriously influence the factor of
ftreahnes which is paramount in de-
termining the quality and. therefore, in
determining a reasonable price",

Finally. by an amendment effective
August 20. 1956. this exception was fur.
other broadened to cover nonperishable
subsistence supplis a well The mar-
kiaing methods employed for such non-
perishables as canned gcods and frozen
foods had demonstrated the need to ne-
gotiate the requirements for such sup-
plies while in the crop stage, something
not feasible under the formally adver.
tised method of procurement,
(c) Its prseMt use

The negotiation authority of excep.
tion 9. as indicated above, is used for
the purchase Of all subsistence supplies,
both perishable and nonperishable, ex-
cept when the procurement is also au.
thorized by the small purchase and over-

a procuremelt exceptions,
Ircptise IO0-SupplIes or services for
which it (a impracticable to secure
competition by formal adetsInp

(a) The statute
Pursuant to 1VU.8.. 2804(a)(10),

Purchases and contrats may be nego.
tiated If-

"for property or services for which
It Is Impracticable to secure com-
petition."

(b) The historical background
In enacting the Armed Services Pro-

curement Act of 1947, this exception wits
intended to make available to all the
armed saervicm a timla exception from

All notes appear tn appedia,
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fours advertising given to the War
Department In 1901, for purchases
"whore It Is Impractical to secure om-
potiion,"" Ive, Attorney General and
the Comptroller General had consistent-
ly ruled that formal advertising was
not required by section 310)0 of the Re-
vised Statutes in circumstances which
made competition Impracticable.

However, the congressional commit-
tee who considered the armed services
procurement bill were aware that there
had been a long lile of strict taterpre.
tatione of section 3109 (for the most part
by the Comptroller General), as the re-
sult of which the Comptroller frequently
had overruled decisions of Government
purchasing agencies on the question
whether or not it was in fact Imprac.
ticable to secure competition In a siven
case. In this cosuiection, the report of
thi4 committee stated:

"In approving this section the
committee Is aware that there has
been a long tine of strict Interprets.
Uons placed upon contracts or r-
chases made where agenels fe t It
was impracticable to secure core-
petition. It believes that under the
terms of earlier legislation such do.
otlons were probably In accord with
the intent of Congress. However,
this section Is Intended to place the
maximum responsibility for decl-
ions as to when it Is Impracticable
to secure competition In the hands
of the agency concerned. The ex-
perlenoes of the war and contracts
negotiated sinee the war In the fields
of etevedorinl, ships' repairs, char-
tering of vessels, where prime are et
by law or regulations, or vhers there
is& a sinle source of supply, hae

shown clearly that the competitive
bid-advertising method is not only
frequently Imprectlcable but does
not always operate to the beat In-
toreel of the Government. It Is,
therefore, intended that this section
should be construed liberally and
that review of these ootraet
should be confined to the validity
and legality of the action taken and
should not extend to reversal of
bona tide determinations of Impro-
ticablity where any reasonable
ground for such determination
exists."'

() 14 present e
Numerous situations, which were re-

ferred to in the committee hearings Just
mentioned, have been expressly enum-
erated In ASPR 34110.2. Then ar rep-
resentative of example' of purchases
wherein formal advertising is not feed-
be and. therefore. as to which it Is im-
practicable to sure competition within
the meaning of the negotiation authority
of exception 10. Such Is the ease. for
example, (I) where there Is a single
source of supply; (ii) when It Is Im-
possible to draft adequate spoectleations
or an adequate description for use in an
invitation for blds; (ill) when supplies
or service a proprietary to one sUP-
pusef becau of patent rights, secret

AU notes appear to aSpIAdl

probeesee, control of bass raw materials.
or similar conditions: and (iv) when the
supplies or service' are of a special na-
ture such as public utility service'. In.
dividual maintenance or repair work,
stevedorlng and warehousing service'.
tralning film or motion Iicture produc-
tions, and the like.

We have recognized that use of this
broad negotiation authority must be con-
trolled. Aocordingly, definite steps have
been taken to circumscribe Its use.

Notwlth tan ing the fact that chap.
ter 131 of ttl 10 does not require any
determination Ind decision to be made
before the autt ority of this exception
may be used. ABP1t 3-210.3 specifically
lays down this requirement. Very con-
tract negotiated under tilt authority
must be accompanied by a signed state-
ment of the contracting officer Justify-
tits hIs use. We also require I copy of
tils statement to be sent to the General
Accounting Office with a copy of the
contract.

Additionally, ASPR 3-10.3 Imposes
the further requirement In any pro-
curement In execa of $50,000, where the
reason for the proposed use of excep-
tion 10 is because "it is Impracticable
to draft specifications adequate for
formal advertisin." that the decision to
negotiate on such basis must be made at
a higher level than that of the contract-
Ins offoer.

Finally. we have provided that excep-
Uon 10 may not be used when negotia.
tion Is expressly authorlsed by any other
exception, other than exception 12.
Exemption *I-xpermenfoal, dmlop-

mental, or r"#ercl wrk
() The stftute

Pursuant to 10 U.S.O. 3304(a)(11),
purchases and ontracts may be negoti-
ated If-

"for property or services that he (the
Secretary) determine' to be for ex-
perimental developmental, or re-
search work, or for making or fur-
nishing property for expertant,
test, development, or research"

tb) The tericol bacokgrount
This exception Is subatanUally a re-

statement, and an extenson to other
military department, of the authority
liven to the Navy Department by the act
of August 1. 19 " which established the
Offloo of Naval Research. Section 6 of
that act authorized the negotiaUon of
experimental, developmental, and re-
search contracts

It was felt by Congress that the ex-
pearlnce gained before and during World
War IX proved that the continuation of
programs for research and development
was of prime Importance and that the
very nature of such programs and of
contracts related thereto was ncon-
astent with procurement by formal ad-
vertlaing. Not only was the field of pos-
sible contractors In many cases very
limited, but also a research or develop-
mint contractor would usually have to
be selected on the basis of special skills
and exceptional facilities In much the

An moUs appear In appemn.

same manner that an Individual would
seek the services or professional advice of
an expert. Furthermore. In research and
development contracts, It is impossibI
to make accurate forecasts of osts,
thereby making It nosasary to enter
Into oost-reimbursement-type contract,
which, on the one hand, are not per-
mltted with respect to contract entered
Into by advertising and. on the other
hand, require greater care and Inde-
pendence of contracting than would be
eemary In the case of fixed-price con-

trects or would be possible In the ce
of procurement by advertising.
(c) Its present use

Tisle novotiatlon authority Is basically
twofold: (I) applying to experimental,
developmental, or research work; and
4il) applying to the furnishing of &up-
plies for surls work. With respect to the
former, we uoe tilts authority for 41)
contracts relating to theoretical analy-
&is, exploratory studies, aid experlmen-
tation In any field of science or technol.
ogy; (11 development contracts calling
for the practical application of inveati-
gative findings and theories of a ocien-
tile or technical nature: and (111) serv-
lt. tests, and reports incidental to the
forevolng. With respect to the latter,
we use this authority for the purchase
of equipment or supplies (such as parts,
accessories, patent rights thereto, and
drawings and design thereof) necessary
for and used In connection with any ex.
itng research or development program

We do not use this exception, of
course, to purchase any and al supplies
used In research and development work.
For examplI, If coal or oil Is needed to
heat a building In which research work Is
being done or Is used In connection with
teling research equipment, procurement
is effected by formal advertising, not by
negotiation under this exception.

Additionally, we do not use this nego-
tiation authority for quantity produc-
tion contracts. However. a research or
development contract which calls for the
production of a reasonable number of
experimental or test models or proto.
type, is not regarded as a contract for
quantity production.

As we pointed out earlier, contracts
negotiated with educational Institutions
for this type of work are negotiated un.
der the authority of exception 6. We
also discussed under exception I the fact
that, and the reasons why, contracts
for research and development work un-
der $100,000 were not negotiated under
exception It. AlM we wish to add to
our previous remarks is to repeat our
support of section 6 of 0. 600, which
would permit a Secretary to delegate the
authority to make the determinations
and findings now required by 10 U.S.C.
2111.

Irception 1--Cstified purchases
(a) The statute

Pursuant to 10 U.S.C. 2304(a)(13).
purchase' and contracts may be nego-
tiated If-

'for property or services whose pro-
curement he (the Secretary) deter-
mine' should not be pubtlcly dli-
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loNd because of their charecler, (e) Ifs present N"
intredlnte, or cmpononts." Since standardization of equipment

(b) The hiftoriol b c ground trrestricts normal competition and results
Although this exception is subetan. n mt canes in noncompetitive procure.

tally a new negotiation authority. at ment, we hes proscribed very specific
least in its broad coverage and In lI orittrta which must be met before a
extension to all the services, neverthe, determination to standardize tIchnical
le there have been in existence three eeuiuments and related components and
Army etatutes which granted certain - 1 maY be made:
negotiation authority alone the lines of (I) The Items must be for tactical
the authority granted by this exception use or for use in theater of opera-
13. Thus, the act of May It, 1900," tons. or on board naval vessels, or at
authorized the War Department to ur- advanced or detached bases, Thus.
chase ordnance equipment In such a Itisn of technical equipment which
manner as was deemed most economical are for exclusive use In the conti-
and efficient, whenever the public Inter. nental United States are not fre.
eat would be Injured by publicly dlvulg- quently standardized.
Ing the character or ingredients of such (I) The determination must be
equipment: the act of May Il. 193," reviewed at least every 2 years.
extended the aforementioned authority (lI) The determination cannot be
to cover chemical warfare and signal utilized for the Initial procurement
property: and the act of July 13. 1039," of the related equipment or parts,
extended the authority to cover aircraft It may apply, however, to the pro-
Parts. Instruments, and aeronautical curement of later types and models
accessorles, of the particular equipment which

has been standardized.
(iv) A current or recurring re-We use this authority for contracts quirement for the equipment must

Classified "confidential' or higher, or exist.
where because of other considerations, In making a deaterination to stand.
such as when the quantity of an unclasl. ardize on specific technical equipment,
fled item being purchased might be of consideration is also given to such fac-
strategic sanilflcance to a potential tors as (1) the effect of the proposed
enemy, the contract should not be pub. stndardization upon the Capabiity to
licly disclosed. ASPR 3-2123 also pro. procure the equipment at reasonable
hibits the use of this exception when prices: (0) the practicability of inter-
negotiston Is authorized by any other of changeability of parts and cannlballza-
the 17 exceptions, except exception 4. 1,0n of equlpmant, and (ill) whether

Here. also, as In regard to exception standardiSation will appreciably reduce
I, the Department favored enactment of the quantity of spare Pats that must be
section gof . cared in stock
gico tuoe 13-Tchxkal eqglpmnt re- Standadisation determinations have

quirnc standardizton and inter- been made. for example, in the field of
eftngebilit o part oail engint and trucks

(a) The eatute This exception also requires a Secre-
Pursuant to 10 U.S.C. 3i4(a)(13). aral determination end finding before

purchases and contracts may be nego- Its authority may be used. Unlike the
tiered f- cases of exceptions It and 12 where the

"for equipment which he (the Sec. Department favored the enactment of
retaryl determines to be technical section 0 of S. 600, the responsibility to
equipment when standardization make detorminations and decisions under
and the Interchangeability of whose the exception 13 should not be delegated
parts are necessary In the public below the secretarial level. The author.
Interest and whose procurement by ty to negotiate procurement of one or
negotiation Is necessary to assure two manufacturers' products to the ex-
that standardization and Inter- cluson of others must be eafeguarded.
changeability." Accordingly, the Department recom,.

mended last summer that the presentt(') The hfafonlcel bOC*?oUn4 9tutory requirement that determine.
This exception originated In the Armed tions and decisions under exception is be

Services Procurement Act of 1047, It made at the secretarial level should be
grew out of the need to be able to nego. maintained.
tiat purchases of additional unite and reception 4-Technical or specialized
replacement spare parts an Items, the irppfle requiring substfntial Initial
Initial procurement of which, for the Inve tntanl or extended period c/ prep.
most part, would have been made by oatim for mansuacture
competitive prourements Congress (a) Vetfute
agreed that the nlltitay importance•and Pursuat to 10 U.S.C. 2304(a)(14),
the' financial savings resulting irom [urcha and contracts may be nego.
standardised equipment and Inter- fs ehip e
changeable parts made it essmtial that e or special
we be able to standardize on major Items te(hecret l detern
of technical equipment: and, having to require a Subetential initial In.
done so. that additional or replacement testentire etended iod of

unit andIntrchageabe sian uts vestment or an extended period of
unite end nteitnble Preparation for manufacture and

for which he determines that for-
mal advertli and competitive

Au notes appear Ln appet, bidding might require dupication of

investment or proarAtion already
made, or would unduly delay the
procurement of that property."

(b) The hlsforcal background
This exception also originated in the

Armed Services Procurement Act of 1047.
It grew out of the need to be ablei9 ne-
gotlate contracts for such tochnicas and
complex Items as aircraft, tanks, radar,
missiles, rockets, and other such Items
of specialized equipment, The fellng of
Congress concerning the necessity for,
and purpose of, this authority was well
expressed by the House Armed Services
Committee:

"0 * 0 Thisauthorityisemential
for the proper procurement of such
Items as military and naval aircraft,
tanks, military and naval radar,
guidod mials, rockets, and other
technical equIpment, To award
contracts for such Items after ad.
vertizIng for sealed bids would be
highly time-consumin and wasteful
and would Wsave the procuring serv-
Ice with no assurance that It would
secure supplies of the proper quality,

"Such items can be procured to
the best advantage from a cotra-
tor who. as a result of havin de-
veloped the Item for Its production.
has already done a considerable
amount of preparatory work and ac-
quired the necessary know-how and
shop practices which ar the core
of all mass-production techniques by
which intricate mechanisns of high
quality are produced rapidly and
cheaply. To award a contract for
such an Item to the low bidder
would mean either that It would go
to a contractor entirely unfaniliar
with the Item but who bg unwisely
made a low bid, or that it would go
to the trained cotractor, whose bid
would only have to be low mosh to
shade any othe bidder. and eo
might Include some orallof the tool-
Ing and other preparatory charges
previously Incurred, and thus per-
mit an unreasonable profit I the
award should be made to the un-
traod contractor, he would then
have to go through the entire de-
velopment and educative processes
thereby delayIng the ultimata pro-
duction of the Item. with no assur-
ance that I would ever be produced
properly, Furthermore, where the
unsuccessful bidder has previously
had Government development on-
tracts, the money spent on them
contracts both by the Goverment
and the contractor, wil have been
largely waste On the other bad,
if the servicesJave the authority to
negotiate sumh purchases. they can
give the contract to the contractor
already famillur with the Item and
negotiate the price on the bags of
& careful analysis of the estimated
• osts and atuol cost experience, to
be certain that the governments wl
cure the full benefit of any del-
opment contracts previously per-
formed by the contractor. In add-
tio, because of his already ac-
quired producto, experle the
high degree of quality neessa in

MOANi~se~~"-= ''~
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such items can thereby be reaon-
sal.y assur".

(c) Its present we
As the above so well indicate., this ne-

gotiation authority Is used where it is
preferable to place a production con-
tract with the supplier who developed the
equipment. This assures to the Gov-
ernment the benefits of the techniques.
tooling., and equipment already acquired
by that supplier. It also avoid undue
delay arising from the fact that a new
supplier would have to acquire such teh-
nIques, tooling, and equipment. '

The use of this exception generally in-
volves important background factors,
such as (I) high starting costs; (li) pre-
liminary engineering and development
work not usable by autother supplier;
(ill) elaborate special tooling; (iv) sub-
stantial time and effort already ex-
pended in prototype development; and
(v) the likelihood of important design
changes.

We limit the use of this negotiation
authority, of course, to technical or spe-
citalized supplies, examples of which we
have already listed.

Finally. we wish to state, as we did
under exceptions l1-and 12, that the De-
partment of Defense supports section 6
of S. 500 in its application to exception
14.

Exception 1i-Negotation alter.
adertsing

(a) The statute
Pursuant to 10 U.S.C. 2304(a)(1),

purchases and contracts may be nego-
Uated f-

"for property or services for which
he (the Secretary) determines that
the bid prices received after formal
advertising are unreasonable as to
all or part of the requirements, or
were not independently reached in
open competition. and for which
(A) he has notified each responsible
bidder of intention to negotiate and
given him reasonable opportunity to
negotiate; (B) the negotiated price
Is lower than the lowest rejected
bid of any responsible bidder, as de-
termined by the head of the agency:
and (C) the negotiated price Iz the
lowest negotiated price offered by
any responsible supplier.,,

(b) The historical background
This exception also originated in the

Armed Services Procurement Act of
1947. Its purpose ts to protect the Coy-
ernment in situations where formal ad-
vertis I s at first used, but results in
excessive or collusive bids. In either of
these situations, the only effective course
of action Is to negotiate in order to break
the price line and thereby obtain the
needed supplies at reasonable prices.
Even though resort might be made in
certain cases to the antitrust laws, any
relief resuitint therefrom would be too
slow and too late to be of practical use.
(c) Ite present iusi

We use this negotiation authority in
the clsiumstances mentioned above.
lIesort to this exception permits us to
obtain the supplies when needed and
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at reasonable prices. At the same time,
it also permits initiation of corrective
action to prevent recurrence of collusive
bidding in any case where further in-
vestigation revealed violations of the
antitrust laws. In this latter connection,
10 U.S.C. 2305() requires that any evi-
dence of bids not independently arrived
at be referred to the Attorney General
for appropriate action.

Here again, the Department favors
section 6 of S. 500. which, if enacted,
would permit the Secretarice to delegate
the determinations and decisions now
required to be made by them under ex-
ception 15.
Exception 16-Purchases In the interest

of national defense or industrial mo-
biliiation

(a) The statute
Pursuant to 10 U.S.C. 2304(a)(16),

purchases and contracts may be negoti-
ated If-

"he (the secreteryl determines that
(A) it Is in the interest of national
defense to have a plant, mine, or
other facility, or a producer, manu-
facturer, or other supplier, available
for furnishing property or services
in case of a national emergency; or
(B) the interest of industrial mo-
bilitation in case of such an emer-
gency, or the interest of national
defense in maintaining active engi-
neering, research, and development,
would otherwise be subserved."

(b) The historical background
The principle of this exception was

recognized in the act of June 16, 1036,"
under which the Secretary of War was
authorized, subject to the approval of
the President, to place so-called educa-
tional orders for special munitions with
selected concerns in order to familiarize
them with their manufacture. The ex.
perience of World War IX made this
negotiation authority essential. In a
national emergency, such as the one
declared on December 16, 1950, there Is
not time for the reorganization of indus-
trial strengh so as to speedily adapt to
the needs of war. The purpose of this
exception, then, Is to serve as an Instru-
ment of preparedness by permitting the
development of industrial facilities and
production know-how necessary to keep
pace with Industrial requirements which
arise out of the discovery and applica-
tion of new weapons. It also Is necessary
in order to maintain a basic core of
plants, facilities, and skills which will
be available when and if needed.
(c) Its present use

This exception is used to carry out such
plans and programs as are evolved under
the direction of the departmental Secre-
taries to provide incentives to manufac.
lurere to maintain and keep active engl-
neering and design stafe and manufac-
turing facilities for mass production. It
is used. for example, () whenever It Isnecessary to keep vital fcilties or sup-
pliers In buine or to make them avail-
able in the event of a national emer-
gency, and (i) when it Is necessary to
negotiate with certain suppliers to train

All note appear in applndis.

that In the fumnhin of critical sup-
pile to prevent the los of their avail-
ability or employee skills, or to maintain
active engineering, research. and devel-
opment work.
Sixceptios 1-Othewitir authorized by

law
Ca) The statute

Pursuant to 10 U.S.C. 2304(a)(17).
purchases and contracts may be nego.
tiated if-

"otherwise authorized by law."
(b) The hstorcal background

This exception orginated in the Armed
Services Procurement Act of 1947. Its
purpose was to preserve the statutory au-
thority to negotiate contracts as con-
tained In permanent legislation and not
repealed by the Armed Services Procure-
ment Act of 1947. It is also Important
to note that this exception has the effect.
In addition to preserving the negotiation
authority of prior permanent legislation,
of permitting negotiation under any rel-
evant after-enacted law, such as title II
of the Pint War Powers Act as it existed
during its reactivation and prior to its
expiration in 1958. Certain relatively
major preexisting acts were specifically
referred to in the hearings held on the
Armed Services Procurement bill as Il-
lustrating earlier laws which would be
preserved by virtue of exception 17.
These are-

I. The Aircraft Procurement Act
of 1920.0

2. Architectural or Engineering
Services: Act of April 25, 1959.0

2. Transportation Services by
Common Carriers: The Tansporta-
tion Act of 1040.0

4. Services and Materials for Re-
search: Act of August I. 1948.0

6. Temporary Employment of Ex-
perle and Consultants: Act of Aug-
ust 2. 1948."

(0) Its present use
In addition to the above, we use ex-

ception 17. as has previously been men-
tioned, in negotiating the procurement
of Jo'nt set-asides for small business.

CosNrtUCTION WOsK
All our discussion up to now has been

directed toward the procurement of sup-
plies and services. Our treatment would
not be complete, however, unless we also
cover construction, for 10 U.S.C. 2304(a)
also applies to the procurement of public
works, buildings, and facilities.

By virtue of section 2304(c). certain of.
the exceptions we have just gone over are
inapplicable to procurement of construc-
tion work within the United States. This
section doe not authorize negotiation of
a contract to construct or repair any
building, road. sidewalk. sewer main, or
similar Item, unless It Is made under ex-
ceptions 1-4,10-12, or 1.

Although this statutory preference for
formally advertised procurement of con-
struction does not apply if It Is to be per.
formed outside the United States. t is
our policy to formally advertise such pro-
curements whenever it t possible to do
so. Where formal advertising Is not

All notes appear in appendx.
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feasible for construction work outside the 47. 44 Stat. 7M7 (10"4). now oodifd tn 10 formation on current source. ok supply.
United States negotiation may be used' uS.0. 2271-47 (190). Ali suppliers who appear to be qualified
Exoep ton 6 is normally used. but w , 48. 63 BULL 61 (IM). n eodlsd to 10 And eligible to fill the requirements of
of the 17 exceptions may be (19)used If more 49 Stat. 04. Usa. a (1M) a Particular procurement an carried on
appropriate. We do not. however, permit so. o stat. 780 (I4), now codified in 10 the appropriate mailing list. Additional
the use of exception 6 for any construe us.o. 7M (104). methods of soliciting bids include the
tion work to be performed in the terri- 51. e0 Stat. 81o (14). 8 uS.o. M6 (1962). displayIng of Coptes of the invitation at
tories or possessions of the United States the purchasing office and at other appro-
or In Puerto Rico. ADVANTAGES AND LIMITA- priate public places; pubishing brief an.ouncements of proposed purchases in

Thus the procurement statutes under TIONS OF FORMAL ADVER. e Journals; and, in some instances.
which we operate have grown out of the trSde bpu lsn h s e detas
experience of 100 years. This discussion, TISING by publishing the essential details of &
we trust, has shown both the background In the preceding presentation, we have proposed purchase in newspapers. In
of our present procurement law and why seen how quickly the early feeling in our addition, with certain exceptions dic-
its provisions are still necessary for Government, that all military procure- tated by practical considerations (ASPR
proper accomplishment of defense pro- ment could be formally advertised, had 2-200.1). all unclassified procurements
curement. to be revised. We have also seen how in the United States, which might result

APPMIDX the experience accumulated over en- in an award of contracts in excess of
I. Act Of MAy S, 172, 1 stat. 279-280. suing years demonstrated extensive ad- $10.00. are given widespread publicity
2, The Navy Department was established ditlonal areas where formal advertising In the Department of Commerce public.

by the act of Apr. 80. 1798, 1 Stat. 633. Prior was not In the best Interests of the Gov- tion. "Synopsis of US. Government Pro-
to that time the Secretary of War directed eminent. In fact, at the time the Armed posed Procurement, Sale end Contract
uR. eats) 1orces. The Wer Departnltl had Services Procurement bill was being con- Awards."
bees established by the act of Aug. 7, 1759. sidered by Congress, the large majority Each invitation for bids sets forth a
Istat. 4.

S. Is8at.eto. of the 17 exceptions then enacted had specific place, date, and hour for the
4. Act ofMar.8, IeO, 2 tat. 554. a specific or analogous precedent in let- opening of bids. The invitations are
5. 2 Op.. Atty. 0.0. 207 (1829). Boo also islative history, circulated a sufficient tine in advance

4 Ope. Atty. Gen. 406 (1634), a Op.. Atty. Gen. Yet, in recent years, the roles of for- of the opening date so that all those who
99 (16H),8 Op.. Atty. Gen. 437 (1839). m adverUsing and negotiation In de- care to bid are afforded an adequate op-

6. e stat. 82e. fense procurement have been much dis- portunity to prepare and submit their
7. Act of Mar. 9, IeM. 6 Stat. e17. In & Cused.-Some contend that formal bids. Under the law, it is the respon-

ops, Atty. Oen. 89 (199) this statute ws advertising should be expanded. Others. sibility of each bidder to Insure that his
construed as applying to "current and neces.

sepensfe" of the Navy and not to a con. with equal sincerity, feel that It has bid is submitted in time to be received in
tract for eonstruction of an embankment. largely outlived Its usefulness in the the office designated in the invitation by

a. estate. moder era of complex weaponry, the exact hour specified for the opening
9. Act of Jmse 22, I0,12 itlt. 108-104. Somewhere between these two extremes of bids.
20. Sea. eg., 17 Op.. Atty. Gen. 54 (1041): lies the true fact. In order properly to At this specified hour, all bids are

15 Id. 164. 174 (1916); 1 Comp. Gen. 748 evaluate the role of formal advertising publicly opened And read aloud. The
(192211 7 Id. 282 (10M7)1 28 Id. 470 (1940). today and see it in its correct perspective, names of the bidders and the prices bid
11. . Rept. No. 671. ArmedSa.oesom. weihould examine itsoperatingrequire- are recorded on an abstract of bids,

mit2es, 80th on.., July 1e0, 047, p. 27. ments and the advantages and limita- which is available for public inspection.
18. e..0 at . tions Inherent in Its use. Except In the case of a mistake in bid

It. Act of feb. 19. 1944, 82 Stat. 21-24, 10 ThS MSCRANeIC OF FORMAL AvERTIsnTo alleged and conclusively proved-in ac-
U..C. 2201-2314. We feel it would be helpful to describe, cordance with a most detailed proce-
1), is Stat. 894. In a general way, the mechanics of for- dure-no bidder may be permitted to
1. The i pnlhA errc n War (19). the maI advertising. The process begins withdraw his bid once bids have been

shiIppn ellions (1900). when a military activity, which needs a opened.
17. Acts of June 7, 18, and Mar. S, 1899. certain product or service, describes the The contracting officer next faces the

$0otat.434,138s. item or items in a purchase request. considerable and often extremely diffi-
18. 89tat.218.50UEO.82(b). This it submits to the purchasing activ- cult Job of evaluating the bids received.
19. 53 tat.S1. Ity which does Its buying. The requr- This is the process of determining
20. 84 stat. e6. ing activity is held responsible for re- whether each bidder's offer meets the21. 54 stat. 400.21. Note 9 supa. fering to all applicable specifications, requirements of the invitation, both as
28. N7 t. 1u2. plans, or drawings, or. If nothing better to whot is offered and as to the con-
24. 26 Stat. 218is available, for providing a purchase tracital terms As well. During evalua-
25. 80Osat.822. description which adequately specifies tion, he may be faced with the nee-

24. 54 stat.s25. all the essential features of the item esity of eliminating some bids from con-
27. "S8tat. I 98. needed. Once the contracting ofcer alderation or even n some circumstances
28. Act of Aug. 2&.1918, Pubie Law 86-400. has determined that the procurement is of rejecting all bids and readvertising
29. 8. Rept No. 2201, Oovernment Opera. susceptible of formal advertising, the the procurement. Ordinarily, any bidlons Committee, Ut8h Oong.. Aug. 8, 1085.80. e te , Cog. A. nextestep Is to transfer the information which does not conform in every respect

S1. Act of bss. 5, 1i5, S Stat. 704, Set, contained in the requisition to the sched- to the essential requirements of the in-
stA. M7I. . ule of an invitation for bids that will be vitatlon for bids be rejected. The basic
22. rbid. Issued, in such terms that the require- principle applied in determining wheth-
8s. 57 stat. 482. 'MO-et of Got. 10, IM4o. ments of the Government are completely er a bid meets the essential requirements

4 stat. 1110,onsoUdated this authoritywith defined. It is the individual contracting of the Invitation IWl hether any devia-
Othe exceptions to Set, stat. 8789. officer's responsibility to determine that Uon in what s offered by the bidder

94. 9 sLat. 172, ev. Stat. 8721. the terms and conditions included In afect the price, qulatiy, or quality of
$s. 15 stat. See, Re. stat. $726.
56. to st, at. B, Sev. stat. . the schedule of the invitation for bids the Item or the contract terms specified
27 5. Rpt No. 871, supra note 1, at 7-8. fully and completely describe the needs by the Government; If It does, the con-
Se. 81 sat.os. of the Government. treating oflcer must reject the bid. Nor
89. Note 10supom. Complete invitations are circulated a can the bidder be permited an opportu-
40. a. Sept. No. 671, supra note 12, at 5. widely as possible, In order to obtain nity to cure such a defect after the bids
41.60 stat. 780. 10 VA.C. 7692. maximum competition. There are vart- have been opened.42. 86 BULL. 1286.48. ss stt. a o wa of soliciting bids, the principal In this connection, to be eligible for
44. s stat. 10. method being the mallng or delivering award of a contract, any bidder whose
44. n pt. No. 100, Armed 0 e.vief Goa. of Invitations to the prospective bidders bid ha been determined to be "respen-
.tt, RNth .o. Mar. 10, rmed pp. 1i-c4. of lin ts totf bidders ar, kept at pub sye" to the nvitatione mut bes be de-

44. Sestat. 707.chasing activities to provide reFd in- termined to be "'responsble." This

.. .. oS 5 . . .. +, +%' 1++flit: ....1 ... .r-m--
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Intend that the 0oitrir officer 0iut
eatabllah that the itolectly contractor
I a maniifaeturer or regular dealer Ins
ti iuppilI soitht. thIat he hal ade-
Quae htnalisl t reUsve; that Ie sas
comply wilth the delivery 1hedui; that
he has a stilotltory resord of prior
Perfosalcce and itsitity sind It other-
wn ualnued anld eligible to receive ass
award under applicable laws and reg6sa.
l0il4, This Is usually acc'mtlaied by
a prewardl sislvy, which was referred to
in the Initial pr nation

Finally, the cositractin Olr insist
determine which bid actually offels the
0ovienmmactnt the lowest prle To do
this, he must take Into amount the actual
priest bid and eddillosal factor &iueh
as offereel discount, tile# ealallo pro.
vitiosa Irasporlatlon costs, asll the
lilke. Awarl of a contract will flnilly
be made Io lhe lowest relimnaible 1c1dor
who isvlvio all cf the above evaluation,
whose bid csnifc1 to the eostlal pro.
Vi111ii of he Invilation for bhils, and
white prIlo In fund to be fair and tea-

Itas ios brloef o1lline of fosnima ad-
verutiii8 ppr'eltic ahwt that It Is a
lubltanUal and conplsls proreas Ivoly-
ins csdtldaablesdloinlltretlv eXpeil.
All these Mteps must be takens hi ovesvurveo by folnl advottlahl. Ml-

thoush thin di salon has nseillly
been quite seteeral. each step of the proe-

s cou d be brckein down I int a myriad
of further onulderatlona anid problems.
It eullem to sky that It to ass itrileie
syatem which attempt to were tis beet
Mlit for the OoVesnmeist by the use of
widespread cmpetiion. Oreat anslpha-
alaInsist b acid is placed si1 maintain-
Ins the Integrity of the system to the #nd
that lcoosetl iv bidder. may k1now the
rules In advatce sid msy be assured
of far and equal troetment. Thus, a
ereat body of rather rigld acid Inflexible
rules has Vea eostablished by lihe Cosip-
troller (lGeneral to pctmect the Itereets
Of beth the bidder and the Cloveirnment
We baliere these rute esd rogulattions
ac eseenial. Tt peoblcc is not one of
ehanelng these rule. but, rather, as-
suring the use of this excellent metho
of ipjoeuromtnt In situttion where its
%" U aXprolawtt

CasuliU FRa Xbrwtsu Va Or POewscLAsvrtvsasle

We hae now reached the poInt where
we can disewis the conditiona under
wtich fona advertling can be tslutlui
wactivilhy.

These I no disagreement on what the
basso preeuisites for formal adverUs-
tn ar Thes criteria are:

1. A onupleW adequat. and real-
lati apecification cc purchase do-
scslptionmust beavalable.

I There must be two or more
Assfllera avaiable, wilin , and able
to compete efrfetUvly for the Gov-
ertmitat's bussinewe

3. The selection of the successful
bidder can be made on the basis
of pKice fate, the evaluation of
whisb we ve Just deribead.

4. There must be a dkilnt Ue
o prIPre a cOMPlet atemt Of

thl Covt emolet' needs #ad the
tens upon whith It will do hual.
siea. ancd to carry out the adnIsna-

trallve se, ledssre which we de-
otaIciXt easller,

Formal asdvorUsng Ia an exst'olIest
niclb1ici of p1v utcnernt when tlhse sri-
ferll are mat Wens any oni of these
Moentlais Cannot IM slalalti l. It Is
ompletely InefTotivo mesl1 o 5sf pro-
curemont. wiclrlenon tceC 1lned o
eli0r a ti a ftour edellvi 1141, tel10
on. 10 nd the otcil Is iieffectivef , 'i
appreciate more hilly Whe probleni ti
fol ISal adveol 0411F, let uI look Into the
eritria sic a Ilittle snore detaill.

eltliPI'5rl01e

'ihs nso ity for deflnitIve sClIMa.
tIons i Obvituly on (f the Most flnda-
mental crierla for formal adverlIs1111.
A suffcensily detailed and complete de-
eplllon of what the (tover11net In.
lend to bur to ve1ntiil. All biddera
must under* eind what Is bteing i1u1I.
wl11o4t Ie1 for ft11her 0lalralos1011 In
oner that the prdtu5c offerAl wlll mt-

t wili) tle alivIlcationa and will fill-
If til u i11 i. 'Ihis, any

critical M1111ne01 noalt be Aellcd ot
In dseIl, Any ne assy quality riqulre-
nteti iitiat be fully draclli td, At the
aame title, however, we nittst avoid lisi-
po-Ise issnleetcary rondltlont Wilch
would result In dtliqultylis asi oWier-
wise acceptable product because It falls
to meet the nnemenlial condition. Tit
ahort, It l imperative that the exiental
featUres of the conlemplated contract
be 1pelled out In the invitation for blds.
so that all p"roa letlve suppliers may
compete ol an eqlsl basis. lI1 prartloe.
this Is ia most diloul requirement to

The reel problem In writing apo flia-
LionA for technical Items (land to a ieaer
exent for standard Items) whihh are
suitable and adequate for us In formal
advertising Is to convey a complete un-
derlandlng of what Ia required 'lb.h
same word or expression Is subject to
varying Interpretatlons by different peo.
Ple. The proipectlve bidder In formal
advertising will Invariably Interpret the
apeolficatton requirement to his own ad-
vantage. It la essential that he do thil.
otherwise he will los out IsI the force
price compete ion. A specification Is
eseentially the transfer of knowledge be.
tween mlnds. Each mind will teat the
woris of a aPelxloaton against hi own
exporence. In formal advertising, the
prospective bidder must make his own
Interpretations in advance with no as-
alsitanoe from the Covernment. The
Implication of thin situation when buying
complicated technical material by formal
advertialng require no further elabora.
Uon.

Thus. petiflcatlons for use In formal
adlvrnttln must be much more precise
than In the case of negotiation. We.
Is eo because In advertised procurement
there can be no opportunity after the
opsing of bids to discuss various pos ,-
be InterpPttUons to be Aura of mutual
areement. fa4 thereis In negotiated pro-
curements. Also, because oomptiton In
formal adverWting Is limited to price
alm, bidder are likely to offer the mini-

mum quillty Item which will be reason.
sie '116 mears that the stlolficatlois
mui It Impervious to any corner outing
by bidders which i1llt result i tIh
(lover lnionta' getting an Infeinr
product.

Apate friln dratIlng difficultloe. the
reqo1renect of coniplete deactiption Iln
advailre tolilta Its certain ssiflttel nt
dlaVallts0e1 w1ii011 Are hFelit Iln for-
nral advertising, One Aviol diladvantgsi
In that It tetdi to preclude ltillsilni the
illi.to.tle.lisintie know.how available i
Industry, '1lie man whn lin develop
and bld on ai srieol wlth mislit better
meet the (Iovernment'e feeds and even
lts eapanalvely will find hi bid rejected
If some eSeitial requiremenl of tilt (ny.
erlinoent e"speflrtioll In not set,

,1iosciy allied withli ls problem to yet
anolhe Ilnherent Linittlots of formal
adVollhlog: It simply cannot be usod
W1esn we sis only c s uife wlsat we flowee
In A general wily, but seed Uce know.
hcw (it Aineslhan Illstry to prosae a
dclallcd alicllo flf ocur rcoijccrenient. It
is llc'cllclect wtil the sdirt (if advar.
OllWc Iddlne, isc and hs es declared Iso.
croicer is tfle Voisstrolior (lelcaral, to
drt as Inv litloc for tilde which In of.
fact would allow lIdividual bidders to
draft thelr Owl1 specifications,
There were. is twcat year ISIS, over

0,500 ceas where lile itesotiatoi all-
ticority of eXreictin1s h0 was used solely
iccatciao It wal 1111posaible to draft ad.
qc1tea peoIlMeationss or an adequate
sleirlption flo ule Is asn Invitation for
bld. Ilut, even asulntill that the Inl.
tial hurdle of deflnitive apeolfications has
bean cleared, there are other problem
areas Ieoullar to aidvertiaed procure.
sIseist, On area wllch preente eonsid.
arabia diffrculty In Practice atema from
the Itnflexible rqulrecments that ill blids
scictet consfursm to ail til essential provi.
aloa of the Invitation, astil that so bid.
der may be allowed to vary file bid after
bid ojsenlnf Once tice salei bids have
bsen publicly oi sone and disclosed, there
Is cio further opportunity for discussion
between bidders and governmentt pro.
otsrament offlelala looking toward reach.
Iscg mutual understanding on any basis
other thlan that set forth In tie re-
spective bids. Tee rules are, of course,
based on principles of falrplay: that
the contract awarded must be the eame
contract that would have resulted from
an award to any other bidder, and that
no bidder may be allowed "two bitee at
the apple."

normal advertlIs an a method of
procurement s. almost entirely a creature
of Government. Th, In all probability,
account for the fact that. even though
It has been uaed In our Oovernment foe
over 150 years, there is In the business
community at lare an amaing lack of
knowledge of its procedures and require.
ment. Wlt in true witli large and small
business alike.

Therefore, all too frequently we IIe a
bidder attempt to protect himself
against a possible adverse Interprets.
tion of a apoellcaiUon which he it net
prepared to meet, or to take exception
to eome material but relatively ItnsImiA.
cant provision In the contrat osy it
learn that the contracting office must
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rojet hill bid Rs "rrol sorilve." lIe asauro llmslf of behl s "ie lewest bid. prolema and has lion definltlve nationcannot even allow the bidder to waive dor. As a reult he would Increase ll to resolve them. In fact. most of theIbi exoepthio. More ofter than not, a profl and the government would not presnt I exceptlIons uthorlslnt noeo.tow minutes, niegotiatlon would have 'gethe benefit of the lowest toslble nation orlifnated years ago because ofIled out tire prollden. 'lre result is price. in t11 type of situation, formal lie difficulties that were experlenceda los to all orroerned: to tihe bidder, advertling does not further the (lovern. wirll trese critrla for formal advertis.
who has had iothig but a neaningleis me1it's Interet, competitivee iotlA. Ing could not re met.extrcise for IIs trouble and exports. lion cinruld ibe and Is used In tl type 'lhus, where srtticift cttrion Adequate
totirtlax layers who have lit tire ben- of cost. for formal advoertisloe larr$ot IA madefit of tire lowest price, as well A tire time irrutetrtolu Walt rn PsICA Slora available, Colerse hbes autorleed And
And aRdmnistrative exlln*e Involved iii we itse exception 10, Where sufficlentanswerinlirotri and Attlpting togx. 'Tlre IhIrd riterio n which mret er rlere, wlling end abie to compet
lain what Irapenkl to tire cdappolirtent Irreawt to hermit lire effective use of effrtlvely for dllen Ill bl , are not

Oder. '1he ne cisaY rildity of tis frtrnal Adverlilli Is lthst selection of l ire avalairl, fgotrliO is tre only effe
pliras of formal idvertitin is perhaps srrcceosefrl bidder ran he based on price live method of procuremosnl , ie ampl .
Ito llt dlsdvilmtoa. alone, '11111 ilaileantly Ilimilthir po.fiemto fPcumtEaps

lie , thens iwhadvrrtee nt w . ale. 'le cienifl|ri~lly lrnite tire tr of tile may be ee"n In exception 1, underThis then Is wirat'is meant when we leitial of titls method, ormal edvertis. which bilrad.namo orticle for resale aresay that a om,,te, adcral, and real. llr, by Its ialur, dan result only irr a Ircla, , In exception III, under whichlti splecificatlon Is absolutely seilltlAl f .ed'prlre tyro lrt cnrl, 'ITei pre. tire standardized equlpmont of certainfor formal advertisinrg to be effective vets the rse f various typos of con. marufaclutrers is b it, and In eescp.Such aperuificatloln are, or can Ie tade, tracts whih can tr sailorr made" to fit lion 14, rnder wlicih technical equip-Available fir Ilront collilmer gvr"i, iidlividual llturations. 'lre sole extiptim ment r lillng a sui4tenlilal Inliial in-arvlee4, erirsltrotion work and certain Is a fIuvd-lrlr contract wittr ai cardl. vesmnt or air s*xtnlst period of prepa.military rprillsiwhere oIrarinesIII tect. lion ceise to rover certain opelfl and ration for manufacture Is procured.noley are not raid, 'lire Iepartment limited evenraluliles Formal edverlit- lrmlMrily where award of a contractof Irelle brys iuch inateriale and lIn limily cannot ie ued where tia cairn,', 4 rrade on tire basie of p riceserres trrouih formal advertising, ailtuillli dictates employment of an In. lon. as in Procuremirt of personal andfhowevr, a4 was l ilrterd out In our cenlive.typa contract. or where tire profs,1sllrrai services or research and da.first prsentatlon, tire veM Prepondr. naturre r the irdertikin is new or ai rrt work, we ireicte f'r ex*
ce of our procurement dollArs Is In ra. Ineale of prleis definition that a vel, orri wrkis na m o p x.
1I'thre and dovislopmnit and In areas of flied 'plic (oirtlAct wmild ire epleilatlv aTIn6, frr personal and pr f tonalsucrirairdl cervgtousiolA il.A otVi notmrt' noet i e tas u,1e lire Authority of exceptioncxcii rapidly iharrelirr troriroiy asmil. at best 'lie (iooerrrment'e Interretsl Ii 4 coil for reesarcir ind dleJ~menit wortk
cries, aircraft, elootroli, navel veasels such aeas muot ire irnuterted by the rli we Use exceptios i or il, as explain d
tanks or other weapons. 'lire lack c1 Of flexire )fllIci contract aid tech. earlier, Aaln, during war or other na.firm specifications and the necessity for nlqires wil I can eliminate vontlngencies Itonal emergency. whfn time is so Impor.otilUirr rapidly advAirnlg Industrial arid at the same time provide Incentives tent, we are authorized and do negotiateteirriquve crd hIrvention fi contracting for reduci costs. under exception I; moreoor. in times offor cuch weapons makes procurement by Furthermore, award to a contractor on Peace. whn the urgeney of the require.formal advrctlis Impossible. To at. the haie of price alone rasulte Its the merit would be deeatod by the delay in-tempt to formally Advertise in these government getting only the minimum cldsnt to formal advertising, Congressareas would be foolhardy. To do so quality goods which meet the speciflca- ha authorled negotiation under exacp.
would require that designs be frosn, that Ilons. Under formal advertising, Award ilon 2extemnlve time be devoted to the de. cannot be made to a bidder who offers Additlonally. Congress recognized thatvelopment and preparation of detailed a better all.round value for a slight In- It was Contrary to the (Jovernment' in.specifications, with the result, that we crease In price, trest to incur the substantial admin.
would be buying outmoded weapons, eorrxcelss uill letratove Iots o formal dtsin.

AVAILABILITY Of I1exiLISSi for low-dollar-value procurements a,
The second of the criteria for formal The final practicalllmitation oun the therefore, authorizd the negotiatin of

advertisings to be effective, And which use of formal advertiing Involves the cisal uhrzdtengtaino
limits It greater use, i the availabi element of time. To prit effective use ll alill purchases under exception 1.
cIl suppler who are bthe willngandllow formal Advertesing, the situation must After all, our goal Is to make the

o supplier e cboth wlllln vl d allow for ad uate time to carry out the soundest and most economicll procure.
ableto mplath effectively for ove- mechanial prooeseofadvertising. Aswe met possible. Neither formal adverta-gint business. This Is an obvious e- mentioned earlier, some of the neressary In# nor negotiation Is an end In Itself.
quirsment for competition can be ob. but fqetl recns igstp Rah.teyrehemho rmaslained under formal Advertising only by ou reuently tme.consumlng m Rather, they are the methods or meagnawillingnesand theail on the pad • painstakingpreparation of the h~. by which we se to achieve this goal.to cmplete activel on at adeor bids: allowance o adequate Aswe have pointed out. when the criteriawoingusryeadteaiiyoh ttfide alownc ofr foctvs use of formal Advertising are
prce basin this connection, we know publicity And preparation of
irt there ae situations In which formal bids. evaluation of tme an rived-. JTrent, thi s nltod of proureulnt Iiadvertilng would not necesarly result which In many Instance can be a diff. i ent meas of attainin our oh.

In the lowest possible price being id cult and time-consuming tak in Itself- Jectlve. when they are not present, how.
by the Government. Foi example, take and the checking of the responsibility of ver. the means of achieving that end
tmecase of an experienced supplier who the lovest responsive bidder. If the are to be found In negotiation. In sum,
has been producing a certa~lx Item, exienels of the particular aituatlon e. our goal can be acieved In any procure-who hae developed an percent method of elude the proper carrying out of eh met only by an intllient and discrUmoution for that itlm. m h suppof ther dtp, formal advertising cannot be eating Wetion thAt Method Of Pro.dl tion one aborte ctm.,t s ts and Is not used. cucement which the c ircum.

a"wcv Peouxugg ste bo trtn cttgances at hand ltoW learning costs. However, there May XPTXlCrIYI Paoa BUaSIr WXmn POSINA. tL thidd~~4

Ie newcomer. In the field who are aW ADivitrsro Carteo Cs eWoT DI Urr 8PECIFICATIONS
empting to cornere with him for the In view of the criteria Just disused, Seeral references have been made toOovernm ent bu 'T, The prices of- one might Ask what can be done an specifications in the course of these pres-fored by newcomers will noesrlly re- what, In fact, do we do, when any one of entations. We dscumoeed them. first. inect a factor to cover their leamin and these criteria for effective use of formal connection with the authority to WoU.Ioolnl coosts. Being Aware of ths--and advertising cannot be sasfed. The ate under exception 10. Secondy, i theAm know their competitors-the ex- Answer Is. we negotiate. As was pointed preceding presentation. we pointed outeniedrupp tier can take advantage of out In the previous presentation concem, the important of irpecIflcations to therastuatlon by not lowering his bid by ing the historical development on our effective use of the formal advertids

me full amount of hi reduod ocits but two procurement methods, Congfres his method of procurement, in both In.father lowering his bid Just enough to not been unaware of these Procurement stances, however, U treatment or dis.

51080 0--60-21

• +",++++ + +++ + ... . .+7,7,+ +



IMPACT OF DEFENSE PROCUREMENT

cuselon of specifications was incidental
to the explanation of some other baslo
matter. Now. we feel. it is time to take a
more direct look at specifications, to se
where they come from. what kinds there
are, how they affect competition, and
how they are used in defense procure-
ment.

Before any invitation for bids or re-
quest for proposals can be Issued, or any
contract made, we have to define what
the item or service Is that we need-in
other words, what is the subject matter
of the procurement. The definitive or
descriptive words identifying this sub-
ject matter, we call specifications. This
Identification of what we want, therefore.
is the heart of each procurement. It is
the basis upon which bids are made,
proposals are offered, negotiations are
conducted, and our contracts are made.
In using specifications we have two pur-
poses to achieve: First, to specify our
requirements for (a) an item, material.
process or service, and (b) Its preserva-
tion, packaging, packing and marking;
and, second, to establish criteria by
which the Government will determine
whether these contract requirements
have been met.

At the beginning, it would be helpful
to point out where our specifications
come from and what kinds of specifica-
tions we have. Some mention of these
preliminary matters would afford a back-
ground for some of the specific matters
that will come up later on.

OaloW or SsxcrrcTnoNS
At the head of our specification series,

we have what are called Federal specifi-
cations and coordinated Military speci-
fications. The former are coordinated
and issued by the General Services
Administration: the latter are approved
for use by the Department of Defense.
They may be explained a follows:

1. Federal speciflcations.-Those
cover materials, products, or serv-
ices used by at least two Federal
agencies (at least one of which is
civilian) or new Items of general
application. A Federal specifica-
tion, when published, supersedes all
antecedent specifications for the
same material, product or service,
and its use is mandatory, where
appicable.

2. Coordinated Milfiary speciftca-
lions (MIL)-These are developed
to cover materials, products, or
services of primary interest to mill-
tary activities. These specifications,
when published, likewise supersede
all antecedent specifications for the
same material, product or service.
Where applicable, their use Is man-
datory upon the military depart-
menia.

These basic specifications generally are
not applicable and we are not obligated
to use them when, for example, our pur-
chase is a ons-time procurement, or Is
not in excess of $2,500, when we are pur-
chasing for authorized resale, or when
the purchase is of Items for test or eval-
uation or Is incident to research and
development

When It is determined, in accordance

with procedures established by hs
Assistant Secretary Of Defense (Supply
and Logistics) under the Defense Stand-
ardization Program, that neither Federal
nor coordinated Military specifications
meet our essential need in a given case,
we use either an interim Federal specifi-
cation or a limited coordinated Military
specification. A brief Identification of
these follows:

1. An interim Federal specifica.
tion Is prepared and issued by a
single agency. It is Intended for
final processing as either a new or
revised Federal specification. Other
agencies have the option to use it
before it is completely coordinated
and promulgated as a Federal
specification.

2. A limited coordinated Military
specification is issued by a military
department to cover items in which
it only has an Interest or to satisfy
an immediate procurement need.

Moreover, where no applicable detailed
specification exists, purchase descrip-
tions may be used. A purchase descrip-
tion sets forth the essential character-
istics and functions of the item desired.
In the case of services, it outlines to the
greatest degree practicable the specific
services we went the contractor to per-
form.

The minimum acceptable purchase
description is the Identification of a
requirement by use of a brand name fol-
lowed by the words "or equal." We use
this only as a last resort when a more
detailed description cannot feasibly be
made available In time for the procure-
ment at hand--and, when we can. we
indicate more than one brand. The
words "or equal" are not added, of course,
when only a particular product will
meet the essential needs of the Govern-
ment, as where, for example, the item
can only be procured from one source,
or the Item is being purchased for resale
and only the particular brand meets the
demands of the patrons of the retail
activity.

We also get specifications from our
contractors In contracts for the devel-
opment of weapons, it is the responsi-
bility of the contractor under the per-
formance specification to develop the
necessary detailed design specifiations.
We will go into this In a later presents-
tion dealing with weapon systems.

Most specifications, besides being clas-
sifled on the basis of origin and coor-
dnation, are generally placed in one or
the other of the two categories of speci-
fications we wish to discuss next.
D9xoze AN PsarossNcR SXCXnCATOKS

A design specification spells out in deo-
tail the materials to be used, their size
and shape, said how the item Is to be
fabricated and constructed. It provides
a completely defined item. capable of
manufacture by any competent manu-
facturer in the industry.

Performance specifications, however,
express our requirements in such terms
as capacity, function, or operation of
equipment. In this type of specifica-
tion, the details of design, fabrication,
and internal structure are left to the
option of the contractor, except that cer-

tan features or parts may specifically
be required.

It should be understood, however, that
rarely is either of these two extreme
achieved. Practically speaking, almost
never is a specification either a 100-per.
cent design specification on one hand, or
completely a performance specification
on the other. Actually. nearly every
specification contains some elements of
both types. Our characterization of a
specification a "design' or "perform.
ance" therefore, merely reflects which.
ever type, design or performance, pre.-
dominates.

Whatever kind of specification may be
used in a procurement, including plans,
drawings, or purchase descriptions, it Is
made available to all potential suppliers.
ASPR 1-305.2 requires that invitations
for bids and request for proposals be
accompanied, wherever practicable, by
all applicable specifications, and, where
impracticable, that the exact locations
where they may be obtained or exam.
ined be clearly specified.

This requirement that all applicable
specifications be made available to all
interested potential sources, is an im-
portant element of our basic specifica-
tion policy.

SPEcIrFCATION POLICY

Our specification policy Is twofold. It
Is to state only our actual minimum need
and to describe what we need so as to
stimulate maximum competition.

The first precept seems self-explana-
tory. What It means Is that the speci.
fiction must describe what is required
not what may be desired. The econd
precept Is to use the kind of specification
which will generate maximum compete.
tion. For example, the-e are occasions
when the use of a design specification will
accomplish this result as, for instance,
where the item was developed for the
Government and can be exactly repro-
duced by any capable manufacturer
without further development. On other
occasions, the use of performance speci.
fications may better assure competition
being obtained as, for instance, where
the Government requirement can be met
by any one of a number of commercially
designed and available products. But,
as we noted earlier, there are some in-
stances when competition is Just net
available as, for example, where only one
source exists, or where only a particular
brand name item will meet the Govern.
meant's requirement.

Let us examine briefly what the cir-
cumstances are which enable either the
design or the performance specification
to stimulate competition in a given cas.

Some products, such as specialized
military electronic equipment, are not
available on the commercial market
Such equipment is specially developed
and designed for military use, frequently
a time-consuming proes. Thereafter,
when we wish to buy such equipment in
quantity, we use a design specification to
tell competent prospective contractors
precisely how the item should be made&
This makes it possible to avoid duplies-
tion of development time, permits wid
competition by firms which do not ham

316



IMPACT OF DEFENSE PROCUREMENT

the sclentiflo or engineering staffs to do
the development, and results in the dellv-
ery to the Government of relatively
standardized equipment from various
suppliers.

On the other hand, many items of
equipment, such as tractors. earthrooving
equipment, laundry equipment, etc. are
available on the commercial market.
such items are commercially designed
and each manufacturer's design differs
markedly from his competitor'&. Each
manufacturer is tooled up to make
equipment to his own design and It would
be very expensiVe to require him to con-
struct equipment to some competitor's
orto Government design. In these cases,
we use performance speciflcatlons so
that competition can be obtained from
every firm which regularly makes a
suitable commercial product. such a
specification fosters competition in these
situations and avoids the favoritism
which would occur if we adopted one
company's design or a Government do.
sign which was more nearly like the de-
in of one company than of others.

Such a specification also avoids special
retooling and production starting costs
and. hence, results in lower prices to the
Government,

Performance specifications frequently
are also used when no suitable commer-
dal item is available and when there is
no standardied Government des . In
such cases where, in the opinion of the
buying activity, the design problem is
well within the capabilities o a number
of competent firms having design staffs,
purchase will be made against aperform-
asoc specification and the design details
left to the contractor. In this way it is
possible to get compettiion for items of
specialized military usage, but such com-
petition is necessarily confined to firm
which are competent to design and build
equipment meeting the military perform-
ance requirement

It is also obvious that our research and
development contracts are performed
against what are basically performance
specifications.

It is pertinent at this point to mention
two sections of S. 500. The first is sec-
tion 4(b), which would repeal 10 U..C.
2S30(b) known as the Spence rider to the
Small Business Act Amendments of 1955.
The repeal of this provision, we consider
dossrable, because It overstreses the use
of detailed design specifications. Accord-
inlly, the Department has supported sec-
lion 4(b) of 8. 600.
The other section is 4(f), which would

add a new subsection (s) to 10 U.S.C. 2305
zpreaatng a strong preference for per-

formance specifications. In commenting
M this section, the Department pointed
out, as we have done here, that there ar
tecasions when design specifications, per-
formaneo speiflcations., or. a combina-
tonof both types, best serve the interests
at the Government. Therefore, the De-
prtment has recommended substitute
laguse which would authorize the use
if design specifications, performance
specifications, or a combination of both,
u appropriate,

Iru Dzvzonn sy PaivATa Isecuar
- Up to this point our discussion hai r-
-lWed to the problem of using the kind of
specification which will best stimulate
competition. What about the case of a
new item developed by a single private
firm at Its own expense? What are the
problems we encounter when we have
need to purchase such an item?

First, there is no way of purchasing this
item we need from other than the de-
veloper since we do not have the speci-
fications and drawings for the product.
What are the posbilities of buying
them? When a manufacturer has de-
veloped a product at his own expense.
he has the right, If he so desires, not to
sell the specifications and drawingL We
could, of ourse, nogotiste for the acu-
sltion of the epecifications and drawings
with an unlimited right to use such data,
Normally, however, we would not do so,
unless the developer's productive capeo-
ity were inadmauate for our present or
mobilization requirements. n many in.
stances, a mnufacturer who desired to
protect his exclusive manufacturing posi-
tion would Insist on a price that was pro-
hibitive, even assuming he were
to consider selling the specifications and
drawings,

There nre four alternatives which we
could tat.e: ,

(r) To adopt a firnm policy of not
buying the product from a firm un-
les it furnishes all speciflcations,
Including a set of manufacturing
drawings, and a grant to the Gov-
erinent of the right to use such
drawings for competitive procure-
ment, even though the item was de-
veloped by the firm at its own ex-
pene, or

(b) To develop a performance
specification; or

(c) To develop a design specifica-
tion; or

(d) To negotiate the purchase
with the developer of the item under
the authority of exception 10 for the
reason that It is Impracticable to ob-
tain competition.

We do not subscribe to the first alter.
native. We believe that adoption of such
a Policy. even where the product is a
standard commercial item, is unjustif.
able unless reasonable compensation is
paid, including the value of the drawings,
reimbursement of the research and engi-
neering involved, and the loss of profits,
we might not be able to afford to pay
such compensation, and even i we could,
it misht be uneconomical to do so be.
cause our future requirements of the
product might be insu lent to amortze
the cost However, the practical results
of such a policy would be that a firm
would either refuse to do business with
the Government on such terms or might
be compelled, under the economic duress
of needing Immediate business, to sell its
drawings at less than true value. This
would create industrial ill-will and would
retard Industrial ingenuity and invert.
tiveness, particularly among small or f.
nanclally weak companies. The larger
companies would protect themselves by
refusing to contract on this basis. Many
small businesses have been founded and

grown to become big business on the
basis of a preferred compeutive position
due to patents, trade secret, or other
know-how.

The second alternative, the use of per-
formance specifications may be unsatis
factory. Publishing of a performance
specification requires new design and de-
velopment work by all firms except those
which have previously developed a suit-
able design. Hence, the use of a per-
formance specification, which, In Itself,
consume nyn scarce enineerin man.
hours to develop, would not provide a
new source where the product is ur-
gently needed and the d*aern time re-
quired is extensive. Thus, the use of a
performance specification does not as-
sure timely availability of an item which
would meet the specification unless, as we
pointed out earlier, such Item is already
in existence.

The third alternative, developing a ds-
sign specification, is often impractcable.
Such developments, to meet our known
needs, am in constant progresm. Our
reservoir of engineers for conducting this
work is, s we all know, extremely i.m-
Ited. Moreover, with so much develop-
ment to be done, it is questionable wheth-
er this talent should be used to paral
developments which have already been
succsfuly Accomplished by Industry.
In addition, for military reasons, we
should not be deprived of the use of items
privately developed by industry pending
the development of a Glovernment design
which may take a number of years to
accomplish.

It might be asked whether the beet way
to develop a Government doign spocifi-
cation might not be to "reverse engineer"
the developer's available design. We oo-
easionally do this on relatively simple
devices where there is evidone that the
prices we are being charted are unrea.
sonable. Apart from the discouraging
impact of such a practice on private re-
search and development work and result-
Ing private invention and Innovation.
reverse engineering is not eas to do.
Where complicated equipment with pre.
else tolerances, specialized treatment of
materials, or critlal manufacturing pro.
cedures, are involved. It is very difcult,
time consuming, and sometimes, even
impossible. Here again, many man.
hours of scarce technical talent would be

"expended merely to duplicate develop-
ment results which already have been
achieved.

The fourth and last alternative, we be-
Ifeve, Illustrates the normal way Con.
gress Intended the negotiation authority
which It enacted in 10 Us.C. 2$04(a) (10)
to be employed. As pointed out In an
earlier presentstionr-exepton 10 au-
thorizee the negotiation of purchase
and contracts "for which it is imprac.
ticable to obtain competition," The pro-
curement of an item from Its developer,
where the Item is needed by the Govern-
ment and no commercial or military
substitute presently exists, is a normal
exercise of this negotiation authority.

Inusa Dzvz oez Unn Dzxss
CoXacr

There remains one further aspect of
this subject. to consider, This is the spe.

F' il
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itni duin ahd efcs World ar ti de-
m nIded and stimulated the development
o tye of fili-teti hatind greater flx-
ibIlity than th sta datd f ed-Pties sortn
tl cta geli4talty In prior time. lilt btl.
ceu Is evidenced by the variety of cgn-
tract typtt now Available for use. Ypt,
It wonld emy. by thinking too much
Ini tetms of the nu ernt ofiew contrast
types developed, to overtlook the Impor-
talloe of another factor essentlaltd
thleoind god roittaete. tids is the

skill of the contracting 01110t and lie-
autlator III itolatinhi. While the avail-
ability of mote suItable contract tlpts
omtl ent neta the poesbllty of us.
01a11111 successful cstrtart. ne IN
elf-executlnt nor An *ld i It ltf. They

must be carefully selected and tiesoti-
ted. Iee ot a patticulat contract t~Ie

lit an Individual ptlelha situation that
It WAS hot dealled to meet would hot
podut the result desired. Ilotrver,
wlelhi the type of contract aporoptlate
to the cir umstanse at had i4 tpserly
aeteted and skillfully heotlated, we
have gmter asumlee of a successful
colitrtct.

Itiltlialy, We alould oint out that I1
conitachs made by fortal adrertlAlnt,
only the Alfed-Otlee titract, with or
with out provision for escalation, may be
used. Other types of contracts cannot
be mrde by formal adeltlslnl because,
undt compensation, ars emenitl that
art flexible In nature, It Is fmpoelIsle to
eay at the outset who the low bIdder is
within the Mueanlilg o 10 U8.d . 230'c1
l connection with neglotlated proture.
meant, the Sretary of each military de-
POriueht Is authorited, subject to cr-
tain exceptloiat to kmakt asy contract
that he considers will promote tite beat
interests of the United States" 10 U S.C.
MCA)t) . Theonetype of contract that

may not be used is the oatt-plis-a-per-
ceate-of-coot contract. Subject to
thIs protlbltlon, the possible combina-
tions and varlatiois n t t ype of con-
tratts that may be used are lImited only
by our own imn tnatios.

AWPIO definel and dertbes our types
f1 contracts the areas of appropriate

apPlication lor each. policies and con-
atderattons vteMrine their election, and
conditIons imposed on their use. We
hav# divided our approved types of con-
ittle Into "ear atenire

1. .. %d-prlcecontracts:
S. Cost.remburteent contracts;
3. Special incentrie contracts:

and
4. 18ecial-pulta ontr

Before e start discussing thea vari-
oue contract types, let us run down
quekly sme of the fectott that must be
condered before ain Intelligent deIslIon
may be made an to the aproprlate con-
tret to be used-*

I. The type and complexity of the
Item:

2. The urgmq of the require.

msent:3. Th1e riod of contract per-
fotene and tW leith of the pro-
ductlon run:

4. The degree of elpellhio
pireentl

6. lte difficulty of estimating Pee.
foitantice ote due to lch factors
As the Iack of film specifications. the
lack of production experience, or th
Instlbllity of deelsgn;

S. The availablllty of spoae,
live cost data, or tark of htm market
price* or wane levelal

1. Pilor expetlence WIth the con,
tractor:

e. 'lie extent and nature of cub,
ronrltln g colntemplatedl

iThe Assumption of buesnel
to. ne technical cepalility an

financial responliblilty of tie cor,
tractottaand
It. i te adnministrative toot to

both pa rIles.
As you know, the selrclion of the con-

tract typeIs penerelly as matter for nego.
tlion with the contractor. The prope

selection slid negotlatlon of the appro.
pitlate type IS of prime Imlportance Id
obtaining fair slid teaeonble prtes.
'ype of contract And prlhclll ate illrr-.
related slid, therefore, are conlderM
together In negotiation. Through eoh.
alderetlon of tie factor we referred to.
we seek to achieve our pthitaay objeetlvl
In each procurement, namely. to nellO.
tiat the type of contract slid price
which Include a reasonable stunt of
risk to the contractor while, at the sai0
time, provldine him wilt the creates
Incentive for efficlenit and economical
performance.

our first type of contract te the-
PitXe P pIa-lic ' O"IflAct

Tils Is the basic tpe of contract tt
defense procurement. We prefer It ot
all others. As noted eitrlIer, In formal
advertised procurement., the firm a1e4.
price contract, with or without proti-
sIon for eecalatlon, is the only type that
may be used. In negotiated procure.
mente, A81lt directs that It be used Un-
less, under the attendant circumstances,
use of another type Is more Sppropriatk

The firm fixed.price contract, " the
name Implies, is an agreement by the
contractor to furnish dellnated sue.
plies or services at a specified price whlc
I not subject to adjustment In the lIht
of performance coats. In Its basic form,
the firm fixed-price contract carries the
areateat risk and offers the greatest pm.
atbllty of profit or loss of any type of
contract. The contractor cannot collecl
more than the agreed fixed price but Is
entitled to receive the full amount of Ih
fixed price, regardless of his actual pet-
formians cost.. 1his type of contract
t beet guited for procurement whee
reasonably definite specIficatIlons at
available, price competition exists, pro-
ductlon experience Is present, and ctas
can be predicted with reasonable cer-
tainty.

Olnc this type of contract provides
fundamentally for a simple exelange at
a specified sum of money for a ecifi
Item, It ls the easiest and Ieas cotli
of all contract types to administer. !c-
amples of Items for which we use thds
contract are standard commercial ite,
modified commercial items, or military

IMPACT OF D0FPHNSM PROtCURItMNN
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4m0& hpr wich adequate Informatin cannot be used in formally advertised
on Upro6tion and rost Is available. proUetnent.
With re"pct to procuremet in excess .
Of 110,00 Its ia Year 1550, 1111.4 per- 1"i5PRInic C OTko1 PROrDINO M

t ot u tcpr utement dollars were R -ib SiMu Aff"O Or Pa o s
e bd under firm fixed-price con. It bometlme hIiappens that the lowest
tant, and counted for 11,4 percent of fixed price which t,e proepctlfe oi.
the total of such procurement actions. tractor is will#n to accept l, reater
--xa -FAtr VoNv eAir wira nVAcL ow then the eatr.lilr offer I willing to

Beeni.e the firm fined-pfriee contact obligae the cier f t e toPar.at
fee for the future delivery to the uerof a o o r .

p~ovdes 4" reenow m the uncertainties of PdU0-
piles or servce at it price fixed at the tIon costs may be ech that nei r tare
time the contr ct Is executed, eontto oernlnent northe contractor can be
tt often seek to protect themselves situred that an initially negotlacd price
agalnit various future contingencies by would remain valid through the ilfe of
including allowances therefor In tile thre contract. Negotiation ovay bring

"..ce is naturally occur, for exam. out the further frat however that dur.
pie where serious doubt exists a to tile Iln performance a j;Xt will terahed

iuity of market and labor conditions when suffielent cost ewrleneut wi, have
over whleh the contractor has no con- been attained so that a reseoabie fixed
fril and where these contlngenlcies are Price can then be negotiated. What Is
expected to continue during an extended needed here, therefore, is a form of
period of performance. tontract whereby the Parties, In the light

To aboiodate thie situation, the of the actual cost e rpelene ained duo.
fised-price contrast with ealaition Pro ng Prtial of the contract
ViION has been developed to Provide for Items, can take a second look at the
the upward and downward revision of reasonableness of the price Initially no-
the stated contract price upo the actual otlated, To meet this situation., the
0ccurrete of certain apeifld eontin- fixed-prle contract providing for tede.
geticlee, When auch contingency arem termination of price wae developed.
can be Identified, we find that it Is good Under the fixed-price redetermlnabte
common eonse for tile (Soverniment to as. tre contract. the irtlee negotiate an
sums the risk of these contingencies cc- Idtiai filed price based upon the beet
currini rather than to Include an allow- cost data of cost estimates they can do-
awe for such contilnenolee in the price, velop. TheY then agre. that at acme
which the contractor would retain ep WIfiedPofnt In efolmrce under the
whether or not the contingenty matnri- contrct-usually expreseed either In
lied, A9PR provides therefore, that terms of time or In percentage of per-
t firm fixed.price contrAlct shall not be forance- they will adjust the inltally
sd when contingency allowances In a negotiated price based upon the espe.

Ircoposed contract price re oMnldered rietce gained In performance up to that
uresoable, Where use of ecalation point. It may be agreed thateuch Price
i agreed upon, permissible upward price dustminints may be me upward with a
edJusemento are limited by establish- ceiling or downward, or downward only.
wrnt of a reasonable ceiling (not to ex- furthennore It may be agreed that the
ced I0 percent of the base price), and adiuStad prier may apply to pest and
provisions are also Included for down. future performance of to future r-
ward adjustments of contract price In forrmrance only. On occsion, another
thoe InAtines where the pric or rate type clause providing for retroactive ap-
span which the elation is based fall pIlcetion of a prl redetermined after
blow the bae levels provided In the con- completion of thelntrat, may be Used.
tract. in other words, euch Contracts but only when aioved at high levels In
provide for payments by the Govern- eah of the milltry departments, Such
mont over end above the original fixed a contract may be ted only when the
pelce upon the happening of it specified amount Involved is relaUvely mall or
sietingency (such a the Imposition of the time for perfornaho.e is relatively
Additional txes, or an increase in a Ia- short, aNd, but for those Special c¢irmrt ..
Soc or material Index). Conversely, stances, a cost-rembursement type cerf-
If" also provide for a reduction of the tract wold ordinarily be used.
contract price In the event that the ae- 'e basis upon which the price reds-
tuJ occurrence of the contingency re- termination Is mxa depend., of course,
duces the cost of performing the con- upon the exact terms of the "rdtermf-
tract. In this wly, we Pay for only what nation clause employed- In general, the
doer happen, not what may happen. contractor is required, after M red*-

An example where this type of con- termination poInt has been reached, to
tract is frequently used Is the procure- submit to the contracting officer a break-
sint of steel or coal, the prices of which down of costs actually Incurred and An
are so directly affected by Industrywide eatimate of costs expected to be Incurred
labrrats With r ct to procure- in the performance of the remainder ofsate whih exceeded 10,00 in sal the contract, using for this purpose arae' 3396. pecet o or pocremntprescr+.rd Department of Defense form.rst 1069. 0.1 percent of out procurement O h hsidohrItfi
dallrs were obligated under fixed-pies h oo th nd o the inor
contractor with escalation and accounted the contracting onffice may request, or
for 3.3 percent of the total of Seh pro- which may otherwise be available to him.
Moment actions, the contract price is redetermined by
Th remainder of the contract type agreemnt of both Pence. It is lie

whb we will discuss, as noted earlier, intent of this type of contract thM the

redeterniured prices be filt and reat M-
able under all the ctournsstances both to
the conttsotor and to the Government.

In tire negotiatlon of fair and reason-
able redetermined prices, th contracting
officer may take Into account, a Iator
determining a reasonable profit allow-
an, any unwarranted delay oil the part
of the contracto in submiting his
breakdown of costs Incurred and his -
timate of coste to be Incurred at the
Uti required by the contract, a well a
the efficimy, economy, and InreuJi
with whioh the contractor has performed
the ontirac to se redetermination

po nL It is particularly important In
lae type of contract that the contras-

tor's skill and economy of performance
be accorded full consideraton in deter-
rining the ultimate allowance for profit
In order thereby to provide tn Ineenthve
to the contractor to reduce the cost of
performance.

Prie reditertaialr e6tracts are
suitable for use In varying deree
where.-

t. adequate etUletse of quanU-
te of material and labor are not
inMlly available;

S. spelltlns adequate fot a
firm fixed-price conrat, "are not
initially available;

,. sound Initial eatimalea of, total
cast of pert orriaree cannot be
made;

4, effeltve completion or otber
reasonable Jtutflcstion of Price Is
not Avallable; or

S. the me of pire redetarmins
tion would otherwise mateTlly, a-
slat In offactim falr and reasonable
pricin.

We have placed definie Ilmlletione
upon the ue of redeterminable type
contrats, and our contractig *omr
have been directed not to Use them Un-

1. It has been dlennit! UWnegotiaion thattth Urldt IM
redetermination co rast fulfls
more comp4etely than anyo~ir type
of cotraet the requirem s etb-
I"e by the condtl onesrroundingf
the procurement:

2. there Is. atl e o outset, suclient
pricinrg lIftormiatoe iavialialet to gse-
gowsat a prOepesile fixed or "ra gt

S. Sr initial price is oubiasstlily
free of connllnyr ailowse;

4. a firM fited-prsos ea be ectab-
lished M a potnt substantilly In
advan of contract compliio (ex-
cept a to the redetemIn-tee-
completion type onts, Wich, s
mentioned "A~r arta
approval):

5. reasonable ac'reance estsl Mst
cotac oe rsd sirrticm can

be secomplhashd on a tialy anM;6. th cot aste soccetse
system Is aedeoat for iti-s for
price roetrminwon pI Feese: aOd

7. the cast of admlnatlm is
not prohlbiUve.

With reapect to procurremecte in ex-ewo of M1AN6 in fisca yea 16M, 4.7
Percent of our Mro ement d01M We
olnisted - 1d-" redelir.
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minable type contracts, and accounted
for 3.0 percent of the total of such pro-
curement actions.

Paxs.-Palca INCalrIlVa ConsAci
Another type of flexible-pricing con-

tract Is the fixed-price Incentive oon°
tract. This type of contract provides
for the Initial negotiation of a target
cost, a target profit, a celling price, and
a final profit formula which allows the
contractor to participate (usually In the
range of 10 percent to 20 percent) In any
sayings resulting from his bettering of
the target cot. Its objective Is to give
the contractor a built-in Incentive to
reduce his cost of performance since his
profit Is Increased thereby.

The fixed-price incentive contract per-
mite the contractor to make more dol-
lars of profit If the actual cost of con-
tract performance is less than the nego-
tiated cost designated as the target.
Conversely. It provides that the con-
tractor will make fewer dollars of profit
if actual costs are greater than the tar-
get. To this extent, such Incentive con-
tracts ar similar In enect to the firm
fixed-price contract. The difference.
however, Is that by the terms negotiated
and written Into the incentive contract,
the Government and the contractor
share in the difference between the tar.
A t and actual costs, whereas, In the firm

ed.price contract the Oovernment does
not share In any savings the contractor
may effect,

In order to explain how this type of
contract works, let us use an example
(exhibit 9). where, to simplify the ex-
planation, we will use figures which
would be much less than normally is
the case. This type contract requires
first, that a realistic estimate be made of
the cost of performing the contract. In
our example, this Is $100.000. To this
amount (usually called "the firm target
cost") a reasonable allowance for profit
(known as the target profit) Is added.
Here it Is $.600. The sum of these
amounts, $1086,500. constitute* the "bus"
or "target" price, or, In other words, the
price which the Oovesmment estimates
would be fair and reasonable.

A celng price which the final con-
tract price cannot exceed is next deter.
mined. In our example this is $120.000.
In addition, a profit formula, shown here
as 80 percent overnment/20 percent
contractor, Is agreed to. and a proft ceil-
ins of $13,000 is established.

If the final cost of performing the
contract is exactly equal to the estimated
target cost of $100.000, the contractor
receives the target profit of $8.00. If
the final cost Is less than the target cost,
the contractor shares n the cost say.
tg on the basis of the previously nego-

tiated percentages of e0 percent/20 per-
cent up to a maximum possible profit of
618.000; the contractor threby benefits
by receiving a larger profit, while the
Government benefits by paying a lower
total contract price. If the final cost
of performing the contract is greater
than the target cost of $100,000, the
contractor's profit Is reduced by the pre-
vioudy negotiated percentages. If the
final cost is equal to the ceiling price of
$120.000 the contractor makes no profit;

and If It exceeds the ceiling price, he
must absorb the excess.

Obviously. care must be exercised to
keep the targets and ceiling price as low
as possible if the Government is to enjoy
the advantages inherent In the incentive
contract. For this reason, the incentive
contract is usd only where there is suff-
clent previous cost experience to make
it possible to determine a realistic base
or target price. In addition, the con-
tractor's accounting system must be ade-
quate for price revision purposes and
must permit satisfactory application of
the price adjustment formula. Further,
a sufllciently long period of performance
is required In order to permit achieve-
ment of substantial cost reductions.

Also shown In exhibit 0 are two situa-
tions; In one Instance, the final cost is
$92,000, giving the contractor a 610.100
profit and the Government a 6102.100
price; in the other example, the final cost
Is $104.000 resulting in the contractor
obtaining a $7,700 profit and the Gov-
ernment a $111.700 price.

We must remember that under our
example, the ceiling cost to the Govern-
ment was $120,000. Therefore, to em-
phasize what we said before, if costs ran
beyond this point, not only would the
contractor not realize any profit, but he
would also incur a loss. Furthermore. as
the profit collins was established at $13.-
000, the contractor would share In cost
savings only until the coat was reduced
to $17.00, the point at which, under our
formula, his profit would be $18.000. All
savings below this point would accrue to
the Government.

The question Is often asked. "Dosn't
the fact that Increased profit depends on
producing for less than the'target cost
tend to cause prospective contractors to
Inflate their estimates?" The answer, of
course, is yes, but no more so under in-
centive type contracts than under any
othtr. Our contracting officers must al-
ways analyse the estimated costs and
proposed prices to learn all pertinent
facts and negotat tWon the basis of
what It should cost Vie prospective con-
tractor to perform If It operated with
reasonable economy and efficiency. Our
purpoe In this type of contract is to
have the contractor spend money as if
he were in a market dominated by vig-
orous price competition, to make all de-
cisions In the light of a critical analysts
of probable costs, and to keep false starts
and changes to a minimum. The post-
bility of greater profit Is an incentive to
the contractor to produce for loes than
he believed possible and for less than was
reasonably first estimated both by him
and the Government.

Title 10. United States Code. section
2306(c) presently provides that no In-
centive contract may be made unless It
is first determined that (a) the use of
such type of contract Is likely to be less
costly than other types of contracts, or
(b) that it is impractical to secure sup-
ples or services of the kind or quality
required without the use of such type
of contract. Further. our contracting
officers are required by law to make such
determinations in writing. Moreover. a
copy of the determination is sent to the

General Accounting Office with a copy
of the contract.

In this connection, section 5(b) of
S. 500 would eliminate the necessity of
making this determination before any In.
centive contract, whether of the fixed.
price or cost-reimbursement type. may
be made. The Department favors this
provision as relieving our contracting of.
ficers of an unnecessary administrative
detail.

For procurements in excess of 41000
In fiscal year 1959. 153 percent of our
dollars were obligated under fixed-prim
incentive contracts and accounted for
6.4 percent of the total of such procure.
ment actions.
Cosrt-RSr RSeuCsexMe Tre CONexs serg

Our use of oost-retmbureement type
contracts, particularly the one we call
the cost-plus'a-Afxed-fee contract, has
been increasing year by year. Since fis-
cal year 1952. when only 4.9 percent of
our procurement actions In excess of
$10.000 were of the cost-reimbursement
type contract, we have seen this per.
centage grow until In fiscal year 19569,
15.4 percent of such procurement actions
were of this type of contract. In dollars,
the same Is true In fiscal year 1955,
only 12.7 percent of our defense procure-
ment dollars were obligated by coat.
reimbursement type contracts; in fisa
year 1950. 40.9 percent of the dollars
were to obligated.

This trend Is not one of choice, but o
necessity. We are all aware of the rapd
technological evolution which has taken,
and is still taking. place In advanced
aircraft, missile, and electronics. This
evolution-one might almost say "revo.
lution"--orginates in science and resulU
from ever-Increaing emphasis upon re.
search and development, an emphasis
which treats research and development
both as an end objective for which a con-
tract Is made and a a oobbsctlve under
a production contract. Where we art
demanding tomorrow what was unheard
of ysterday and where the peasage be.
tween the two is filled with many un-
knowns. the costs of performance cannot
be estimated with reasonable accuracy.
The various fixed-price types of coo.
tracts cannot meet our needs In this sit-
uation. Thus, In this period of expanded
research and development effort, the in.
creased use of coat-reimbursement-type
contracts is both obvious and Inevitabl.

Title 10. United States Code, section
2106(c). which was referred to earlier,
alto requires a determination of likely
lesser costs or of impracticability of other
types of contracts before any cst-
reimbursement type contract may be
made. As In connection with fixed.prke
incentive contracts. our contracting of-
ficers are also required to make these
determinations in writing and to send s
copy to the General Accounting Offie
together with a copy of the contract
Section 5(b) of 5. 600 would eliminate
the necessity for making such deter-
minations before entering into cost-
reimbursement type contracts for expei-
mental, developmental, or research work
Since, as pointed out previously, the ts
of cost-reimbursement-type contracts
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foe experimental, developmental, or re-
search work Is normally absolutely nec-
eary, the Department of Defense favors
enactment of section 6(b) of S. 600. U
gnarted, it would eliminate considerable
paperwork which now accomplishes no
real purpose.

one more point before we proceed to
discuss our particular types of cost-
reimbursement contracts. It is essential
that we direct attention to our standards
and safeguards for determining the a-
lowability and reasonableness of coats.
To assist in administering our cost-
reimbursement contracts, we have re-
cently Issued a revised and greatly ex-
panded set of contract cost principles.
These principles will be incorporated by
reference in all cost-reimbursement con-
tracts as the contractual basis for cost
allowance and payment. All cost-
reimbursement contracts are subjected
to audit by our auditors and final pay-
mont. are made on the basis of such
audits. It is equally essential, of course,
that, before any cost-reimbursement-
type contract Is made, the Government
examine and determine that the cost ac-
co nting system of the proposed con.
tractor is adequate for auditing purposes.
our cost principles form the background
for these audits and provide guidance for
the determination of questions concern-
ing the allowability and reasonableness
of costs.

The subject of the reasonableness of
cots Is most Important. Generally, our
cost principles provide that a cost Is un-
reasonable, and hence, unallowable, if it
exceeds that which would be incurred
by an ordinarily prudent firm In the
conduct of a competitive business. W3
tke particular care, however, in scrut-
sizing the reasonableness of specific coats
of contractors in industries, or who are
performing contracts in areas, where ef-
fective competitive restraints are lack-
Ing. One of our tests hero is what a
prudent businessman would do in the
circumstances. considering his responsl-
bilIties to the owners of the business, his
customers, the Government and the pub-
l10 at large. Thus. it may be seen that
we attempt to follow industry or area
patterns rather than to lead them. In-
asmuch as all cost-reimbursement-type
contracts represented, in fiscal year 1959,
only about 2 percent of the gross na-
tional product, we do not feel that they
have any substantial inflationary effect
upon the economy.

Let us now take a look at the specific
types of cost-reimbursement contracts
which we use.

Coe CoreeAc?
The cost contract Is a cost-reimburse-

ment-type contract under which the
contractor receives no fee. Under this
type of contract, the Government agrees
to reimburse the contractor for allow-
able cost. of performance as governed
by ASPR. section XV, and specific terms
of the contract. It is ttsed principally
for research and development work with
educational institutions and other non-
profit Institutions. For procurements
over $10.000 during fiwal year 1959. 3
Percent of our procurement dollars were

obligated by such contracts. accounting
Yor 3.6 percent of such procurement so-
Ions. These percentage statistics, also
include the relatively little used cost-
sharing type contract which will now be
discussed.

COBT-SHAMO CONTRACT
The cost-sharing contract Is one under

which the contractor receives no fee and
is reimbursed only for an agreed portion
of his allowable cosl. as governed by
ABPR. section XV. The cost-sharing
type of contract recognizes that the con-
tractor sometimes benefits substantially
(apart from profit) by the performance
of a Government contract. This is par-
ticularly true In the field of development
work where the results of the work per-
formed under a Government contract
may have profitable commercial appli-
cation, Where the prospect of commer-
clal application can be foreseen at the
time of entering into the contract, con-
tracts are negotiated which provide that
the Government will reimburse the con-
tractor for only a specified percentage of
Its coats. The unreimbursed portion of
the cost of performance represents the
contractor's contribution to what is in
effect a joint enterprise,

CoST-PLtV8-A-FUXZ-FZ CoNrAcT
The cost-plus-a-fixed-fee contract Is a

cost reimbursement type of contract
which provides for the payment of a
fixed fee to the contractor. In addition.
the contractor Is reimbursed for the al-
lowable cost of performing the contract
as governed by ASPR, section XV. and
the terms of the contract.

Our present procurement law (10
U.S.C. 2300(d)) limits the fee for per-
forming a cost-plux-a-fixed-fee contract
for experimental, developmental, or re-
search work to not more than 15 per-
cent of the estimated cost of the con-
tract, not including the fee. For archi-
tectural or engineering services for a
public work or utility, the fee Is limited
to not more than 6 percent of the esti-
mated cost of tha6lork or project, not
including the fee.wlhe fee for perform-
ing any other cost-plus-a-fixed-fee con-
tract may not be more than 10 percent
of the estimated cost of the contract.
not including the fee. Experience has
revealed that, for the most part, cost-
plus-a-fixed-fee contracts can be nego-
tiated with fixed fees below the maxl-
mum established by law. ASPH, there-
fore, requires Secretarial approval for
any fixed fee of any cost type contract
for experimental, developmental, or re-
search work in excess of 10 percent of
the estimated costs., exclusive of fee, and
for any other type of cost-plus-a-fixed-
fee contract, other than for architectural
or engineering services, In excess of 7
percent.

Because the cost-plus-a-fixed-fee con-
tract obligates the Government to re-
imburse the contractor for the allowable
cost of performing the contract without
regard to the estimated cost, it has been
our practice to specify a maximum
amount beyond which the Government
will not be obligated to reimburse the
contractor. The maximum may be more
or less than, or equal to, the estimated

cost. The contractor agrees to use his
best efforts to complete the contract
within the maximum limitation, but has
no obligation for further performance
when, despite his best efforts, the con-
tract is not fully performed at the time
the maximum has been reached, unless
the contracting officer increases the
maximum.

The cost-plus-a-fixed-fee contract
avoids the vice of the cost-plus-a-per-
centage-of-cost contract in that the
contractor does not benefit by an In-
crease in the coats of performing the
contract. Irrespective of whether his
actual costs are greater or les than the
estimated coet, the contractor receives
the predetermined fixed fee. Of course,
if the scope of the contract work is in-
creased or decreased, appropriate In-
crease or decreases both in the esti-
mated cost and the fixed fee are
negotiated.

This type of contract, obviously, pro-
vides minimum incentive for cost reduc-
tions. Such incentive as it contains is
the result of (1) the urge to maximize
the relation of fee to ultimate actual
cost: (2) the need to use labor and fa-
cilities effectively on cost-plus-a-fixed-
fee business so that more resources can
be devoted to other business, and (3)
the desire to demonstrate efficient and
economical operations a a means of
encouraging additional business,

Because of the lack of incentive, the
cost-plus-a-fixed-fee contract is the
contract type we least prefer. We use
it--as stated earlier-not sparingly, but
grudgingly. This least favored type of
contract has been used, during the past
fiscal year, in contracts obligating more
dollars than obligated by any of the
various fixed-price types of contracts.
This reflects and emphasizes the fact
that, regardless of preference, contract
usage is dictated by the procurement
situation. The fact that the trend in
dollars obligated by cost-plus-a-fixed-
fee contracts has been constantly in-
creasing clearly evidences the trend in
defense contracting, where developm'ent
of new weapons predominates and buys
of production quantities of weapons for
inventory become les common.

It should be noted also that the obJec-
tions to the cost-plus-a-fixed-fee type of
Apntract are not entirely on the Govern-
ment's aide. In a number of respects,
this type of contract, as well as the other
types of cost-reimbursement contracts,
are not attractive to the contractor.
The fact that the Government is directly
reimbursing costs necessitates govern-
mental inspection and control to an
extent which many contractors consider
burdensome. Furtheolnore, the contrac-
tor has no assurance that all of the costs
which he actually incurs or claims to be
allocable to the performance of the con-
tract will be reimbursed, since only those
costs which are accepted in accordance
with the applicable cost principles set
forth In ASPR, section XV. are re-
imbursed.

For our procurement action over
$10,000 during fiscal year 1959, 34.3 per-
cent of our procurement dollars were
obligated under cost-plus-a-fixed-fee
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isent being geiell. We try to ster a
median course li our statement of the
work to be performed. hesurin that It
ie suficently setifo I* al to sive dl-
reotton to tle progress of the work but
lot so narrow a to unduly sratilet te
contractor's research or development ef-
foit. The institution Is relinbureed colts
on the balls of the pillelplea stated In
section XV: Contract Cost Principles
and Procedules, Part 3: ltesearch (on-
tracts With Mducational Institutions,
of the Armed service Procuvement
lRegulation. Pait $ le the lepaitnent of
Defelue Implementation of Circular A-3t
Issued by the llIreau ot the Budget which
ha (venexment- Ida application. Thus,
the same principles of cost reimburse.
msent should apply tegardles of whct
toventet agency 1$ Involved,
Since 1052. ouder 10 US.C. 252. It has

ben posIble to mie Mearch ad d.
velotiment conttacts for a period up to
* years. Our recognltlo of the advan-
tegee of tis consreeslonal ielp may be
seen In Use foltowhs policy statetseit

"lteatrclh depends for Its success
oAson oilnuity. Sustained Iliars
cial support at even a modest level
u likely to produce gteter progress
at lI coat Usan huge expeiditured
In periods of em0lIenoy. aIO re-
search proevaus are seldom esuccess-
fuI In the face of osarket ail unpre.
dletable fluctuations In the level of
their suppott."

An ImPotant bYprodMct of this AU-
thorlty U that It VeinItA collesee aisd
universities to mskq ienser Comintmeist
to graduate etudeoth to work as eeeatll
asstaUsT. ciradiuate students nicke
substential ionttibultlons to balo re-
search primarily because they are tot
Influenced by past expeflenceA or the
confining Inftltnce of set idem. Their
fresh and tnthuslstle approach, com-
bined with the gsuldenco they receive
from university 6clentlAte, contribute
Immeasurbly to our much needed reser-
volr of eclentiflo knowledge.

Mention should be made of Public law
$5434. entitled An lact to authorize ex-
penditure of funds for support of sclen-
tific research and tot other purpoes."
The new law permits us to sponsor irante
for bal research with univerAIties
Presently, we have little experenso with
such giats since Instructlons Imple-
mentlng the new statutorY authority
have only recently been published %8ut,
by compartson with the many lses and
condluonst a iovrnment contract,
a ge-mnt contains very few conditions-
usually only those outllnlnl the type of
research to be conducted, permitting
revoe-&Ucn of the ste-nt. proviing for
the return of unused Nnde, and for cer.
tain patent right onlderllorts, ThIs
gv us d!ser tionary authority to vest
uUe to perwal property In the contrac-
toe, therfe relieving the unIveraty of
the burdensome details of accounting for
It. Thus the faturs of agraintere the
absem of admitistative controls by the
irator aM of the nocesIty ftr the
Igria le to Justify his expenditure st to

account for Us supplies alid equipment
purchased under the Grant. We expect
the use of grants to elect eavigs be-
cause of the substastIal reduction Is the
cost of admlisiateriis them ias opposed
to the cost of adslnLsterlng contruta.

INDMIM ItAt I01

As the tempo of eclentiid explotallon
illereased, sartleularly In the area of
atomslo energy, a need for Governmnent
ldenufleaUtion of contractors agaIi1st
nuclear a11d other extrallsardous risks
developed. lsurance companies were
heeiant, usaturalty, about gntetlnis Into
such field sis ieearci In nuclear phyiles
or radioactivity or the developetut of
nuclear power, because these risks are
extremely hasardous ansd, asoo, because
of tle aseltilce of ellibie statistics upos
which actuarIal calontlolsa toul be
based. Although some Insurance was
written, as I tire development of iu-
clear-poweted submsiarines, coverage was
limited aud other restriction were Ino
posed Co lres recognized the proi.
lea ind. Its r982, enacted authority, now
codiiedtn 0 U0.0, 9364, which petlit
us to indenilfy researchl and develop-
nselt contractors for the payment of
clainse InItetslalt to defined extrahaard-
cus tesks,
Is tIlle connection, additlolul statu-

tsry authorlty Is needed to permit tran-
sitiols froan tile research and develop.
userst phases of certain pruirassus to those
of production, inltesaire. repair, or
actual operatlotns. wilsout diminution of
the rilht to eraist ludeintilcation to con-
Itctors Mir exalplo. wle a inuclear-
towered asubmarie Isa bwt developed
and Iccepted by Ine Navy ansd Is later
leturnel to tle contractor's shipyard
under a ssew contract for niaintenence
and reier work, the gems need for Iit.
dtmniftcRUol exists even thoosh sa re-
iearch attd develosnoent contract Is no
longer Involved. Similarly the etue
wold be true in clinnction with the
construclfon of tie seosid and tubes-
qnent vtoels Ideittical to a prototype pre-
vlouly developei and accepted.
To nil this void it our IndusnnIlcatlon

autlsority and to respond tos the current
tined of the military dslrtllentst, Use
Department has sponsored new lielsa.
lion to authorlse the military depart.
mnts to Indeninfy contractors against
unusually haaesdous risks nnder any type
of contract. We believe, therefore, that
a. 2110 and IfI.. 4103. 86th Congress, lst
sesislon 11959), are necesary, desirable.
and should be enacted. 'Tlse bills,
which are Identical oontait a limltstion
of 10 years to elablie Conses to review
ts proartam after experience has been

kined under It

Prtstsanv SxonOIS
Development of our more complex

weapons Is usually preceded by special
studies conducted "in-house" or under
contract. These, we call "feasibllity"
studies, They are theoretical studies tO
(I) determine the practicability of com-
bintng the latest sclentifo advances and
theories for the development of future
systems, subsystems, components, and
techniques In new operational envIron-

t
mtets. or (2 to exploie the posmltlity of
achieving the amein goal with existing
systems. sushysntems, components, sind
teclhnlquee.

t)eWlslons to develop many current
weairt soetems hlve been iade as the

= of feas.ibility studles.
For exalplle. slhotly after the ot-

break of the Korean conflict, an analysis
of the sl defelne system then existing
In our country Indicated that we were
vulnerable to airborne attack. 'lls
drastlo Implications of a mass attack by
bombers carrying atonilo horbe provided
the Impetsne for an Immedlate study to
determine whether or not It was feasible
to employ electronic computers to re-

ilace tile maJolity of tile functions Uhen
il e: performed manually within air

defense control centers.
The results of this study are now well

known. rroln It ge w the Semi automatto
(Iround Knvlronnient tMtAUM) eytem.
This equipment is capable of automat-
Ically aildinst a missile inatiy iules out
to sea where It can Intercept and "kill"
an enemy bomber.

'Thui, feauiblUly studies axure that we
do tot contract for the Impossible. Ad.
ditiosally, they enhance the probability
that, when development Is undertaken.
exvendItures In a dealulied area of In.
forest will Imsoill It reasonable assurance
of successful completion at reasonalule
coat,

Thin ilelieral dewrliptlon of tesearch
and development will ploys helpful, we
belleve, lit cilderins the subject of
weapon systems. which will h@ discussed
next While we have separated research
Ald developllient mlli weapon systems for
lhe p)irpo(s of our discul0on here, they
are, of course, very much Interrelat.
In ooncludlis, we wish to repeat what
was sald In our rilouolon of exception
It, that enactment of section 6 of S.
6O0, allowing liecretarlal delegtlon of
the authority to make determlnatlons
and decisions that particular oontracts
Involve research and development work,
would help to Iminive our procurement
procedure In ths very tmpottaist area.

WH'AI'ON HYSTEMS
Our purpose Its this ptreentatlon will

be to explain what the weapon systein
cooncpt Is, where It came from, how we
use It, and why we need It. In doing
so, we may all come to appreciate more
Itilly both the simplicity and loats of
Its baic concept and the complexities
Involved In Its execution.

trTe1ODUCrIo"
There Is nothing new about weapon

systems except the term itself. A
weapon system-as contrasted with a
weapon-is simply an entity consisting
of an Instrument of combat, such a an
aircraft or mtsle, together with all re-
lated equipment and supporting facil.
Itlee required to bring the instrument
upon Its target or to the pleo where it
performs the function for which It was
built.

The requirement for a new weapon
system comes Into being A the result
of constant ass sent of the capabil.
Titles of a potenUial enemy and of our

324
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technological advances. A requirement effort, advantages and disadvantagee of outfitting. missile checkout, and
having been established and feasibifltg Uslng multiple Sources, and the scope of launch control equipment, 
determined, what Ia our objective? .,, the management problem of coordnat- 4. Development of research and

It is to procure the development, pro. ili the overall effort. NvaluatIng these development, ground and airborne
ductlon, and delivery of the t:eapon aye. conlderationa, then, In the light of the tnstrumentaUon for system teat and
tern Into Inventory in the shortest poe. time schedule within which the system evaluation of the weapon system.
gible time and at minimum cost. Since mut be operational, the military de. Moreover, the request for proposals
rapid technological advances tend to apartment concerned ts able to plan arid usually ausglesta that each firm submit-
make complex weapons obsolete even be- to adopt the particular technique of ting a proposal conlder the following
fore they can be produced, we must tsle- management and of contracting wict and any additional factors desired, and
scope the overall development and pro. are boat suited to accomplish our overall Include in their proposals at least the
ductlon task but remain sufilently flex- objective.
Ible In our effort so as to take advantage These basic decisions having been following Information:
of advances in the state of the art, with made, a whole complex of acUons are I. Or, nu tton.-An organsa.
minimum Impact on both time and oate, begun. Let us first discuss the source tonal chart showing the specific or-
What we must do Is start from scratch selection process. lanistlons which would be salned
and research, desln, develop, teat, pro. iil o to perform the work; the names of
duce, and deliver a weapon in 3. 4. or key management, scientific and en.
1 years, which, in normal olrcumstanes The source analysis, Just covered, has gineering personnel who would be
would take perhaps twice as many years narrowed the field to those firms Poo. Assigned to the project arid the
to acoompli.ll, seeing the greatest all-around eap.- 4ullfications and experience of
Dmln, development, production, and bility for meeting the requirements of ecih,

operation of a weapon system involve the new weapon system and Its major 2. Re1aed experine --Expari.
several functions normally managed by subsystems and components. A request ence of the firm on similar or re.
separste elements of the military de- for proposals must now be prepared and lated projects and whether pre.
partmenti, for example, funding IS a sent to the firm Selected, The request gently performing or negotiating for
ooxiptroller function; procurement is for prepoMas, of ours, would also be similar or related work with another
scoomplished by purohasingr ecee; stor. sent to any other company that re- military department or with lor.
age distribution, and minnteance, As quee4t an opportunity to participate. ornment contractors,
well as training of personnel, are "par- We deny nobody that opportunity. 3. Jianagoriol and fehnnca
at* functions. Thus, the problem of it to apparent that proposals which piao-The overall managerial and
coordinating all these reponsibilitie arn submitted will be only as good As the technical approach to be followed;
requires a new management approach. description of the work et forth In the the problems expected to be en-
This we call the weapon ayatem concepL request for proposals. ve though It Is countered: methods to solve them;

hers Is no single method or formula necssarily A performance type p eelf- critera and methods to keep coste
for Oovernmtnt management which fits cation, every effort Is made to assure that eta minimum, etc.
all weapon systems. Thus, Internal it will be as definitive and complete As t Ru bcosracinsu,7-The percent-
management may v from a specially possible. The work statement mut de- age of subcontracting contemplated,
devised manager of all fonotiots and sebe the application whlch the various and. If known, the ietiity of the
commodilie, as In A complex system like ar;as of sleneo and technolony have In subcontractors and the work to be
Polaris, to retention of normal managers the work to be done. It must also me- performed.
for many of the functions or commodites flet the total engineering and develop- A. Make or buy.-The proved
Involved for a relatively simple system, ment requirement, Ineluding laboratory make or buy struoture-It being
Whichever technique of Internal man- work and toots. It must cover tooling pointed out that we dedre that Sub.
ame t 14 decided upon, however, the oonepts. Support equipment needs contracting, Including maximum
rsponibility for exercising total man. must be envisioned. Trainlt requlre- utiliation of mall business, be sa-
moment of the weapon system ramains merited, both for personnel and devices, ompliahed to the fullest extent con-
with the military department, must be covered. Testing programs- aitent with efficient performance of

The particular management arra*- station toting and flight testing In the thoeontract.
ment to be selected depends on such fa. oe of aircraft and mlsIle-nust be 6. Delivery.-Indicaton of etart-
tors a the nature of the Item. the state developed. And, above All, the per- in# date based on the number of
of the art, the degree of urgency, and formance goals which the now weaspon days after receipt of award and a
in-house and Industrial capability, The system Is to achieve must be clearly time schedule for Accomplishment
same faetors are also pertinent to the Identified. of outlined milestones or tass
next question, how beet to carry out The function of a proposal In a we- 7, Paciliftes,-Total facility re-
this proJect Is there in.house capo- pen system progrem 1o to establish () quiremente from the point of view
blilty to carry the design and develop- the mansgerlI and technical approaches both of research and development
ment of the new weapon system through and merits of the competing prospectiv*. and of production. Including what is
PototvPe manufaturlns? ohoUld re- contractors plans, and (2) the cape- available by ownership, lese, or
olity ford and development bllity of each to carry out his plan to conversion, and what Is unavalable.

of the entire se, m be given to one meet the requirements of our apeclflea- 5. Financial tfomariov.-ee.-
tontractor? Should subsystems and tion or work statement at reasonable ary budget Information based on
major components be bought directly cost. 'h firms solicited are generally the managerial and technical ap-
from the design and development con. asked to give specific consideration to proach proposed; how financial re-
tractor, or bought from other sources certain specific tasks in presenting their quIramonte are to be fulfilled; and If
and Oovernment furnished? Would it managerisl and technical approach. financing prot Em elt their sx-
be better to contract on an aote- Examples, for a missile might be- tent and anticipated solution,
contractor basis uA we often do In mls- I. Integration of missile stubsys- 5. Cot eslf1nefe.-ltnce the CLO-
sUes? ters, mislie assembly, and system ermrient contemplates a cost-plus.

To answer these questions, an analysis tets, Including tooling, test equip- a-flxed-fe contract In undertoking
mut be made of the techniques and ment, and handling equipment for anew weapon sytem development a
state of the art in every scientifio field the research and development pro- cot estimate for completion of the
which is Involved, At the same time an gram. project. Including a detailed break-
analysis of the qualified sources must be 2. Preparation of research and down to show how the overall cost
undertaken, development test facility criterla, estimate was determined; the Ost

Such analyseo give better perspective layout, outfitting and maintenane aesmate portion of the managerial
of the ktnowna" ard "tuknownA" In of teat facilities. and technical proposal to be sub-
technology, probable and possible ap- 3. Development of crlterla for op- fitted In separate form to permit
proachoe for pursuing the development eratlonal handling equment, ilo separate evaluation of the maca-
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are necessarily cost-plus.a.flxed.fee
contract, because no adequate basis
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tefereiro utst Also be Inado to that
we rall follow-oit procuremeits., istnely,
the procurmeinirt of ilte lditiontil qiais.
titles of itSe wesisln needed to meet the
inlllissty requirsoeint. At this Iollit in
tilme, the weapon system has been pro.
duoed Aid acllweul, slid s Ipecilrtions
and tecintial data, Includling miufs-.
turing drawings. are available, Why,
then. It sissy be Asked, do we so often
contract with our Initial sourres? Any
number of competent firms should be
sil to build the weaion yYsten,. lts-
orttically. ti Is true, The problem
here. however, is that ossce the Ittial
sources have produced the weapon Sys-
tem. we have such ass investment In Ia-
ellites and the contractors have acquired
such eitginerlng and production expert-
enct. that the cost. both In dollars and
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IMPACT OF DEFENSE PROCUREMENT

time, would be prohibitive to have new
sources duplicate. In these instances, as
a practical matter, we are committed to
our initial group of contractors for the
duration of the major program. Thus.
while intense competition is generated at
the Inception of such a program, we must
in many cases, as a matter of good busi-
nes negotiate the follow-on procure-
meani with the original sources. This
we do under the authority which Con-
gress provided for in exception 14.

We do not mean to imply, however,
that every single component and part Is
procured from the original contractor.
Once ail the thousands of components
and parts have been put together and
have proved themselves In their new en-
vironment In a weapon system, some
items, such as electric generators, bat.
terles, compressors and the like. tend to
become stabilized. Thees, we break out
of the overall package and procure
through widespread competition, either
by formal advertling or negotiation. as
appropriate.

is. in brif, is weapon system pro-
eurement It te difficult even to start
with and is further aggravated and een.
pleated by the compresion of time.

We meet these procurement problems.
as we do the management problems, with
effective planning, effective programing.
proper timepha ing, and effective on.
treating.

In conclusion, we would like to point
out that the weapon system concept is
nothing more. in mesnce, than a specially
Created task force with specific high
priority goals to achieve in a limited pe.
riod of time. We staff It on the Govern-
ment's side with the beet in management,
technoloiy and procurement in the De.
apartment and, on the contractors' aide,
we seek the bet in management. tech-
nology and production that industry has
to offer. The concept has proved itself
Ume and galin. We need it and will
continue to need It so long as world con-
ditons remain what they are today.

PRICING OF DEFENSE
CONTRACTS

Our pricing polly is to procure what
we need from responsible sources at fair
and reasonable prices calculated to result
in the lowest ultimate cod to the Gov.
ornment. Where the forces of competi.
tes are effective, we Achieve this goal.
We do so by the use of either formal ad.
vertidnl or competitive negotiation.
Where competition is unavailable or In-
effective, we seek thO same goal by nego.
tiation. and we believe we generally
Attain it.

How we do so will be the subject of
this presentation. We will discuss our
pricing objectives, our pricing tools. our
pricing techniques, and the are of sub-
contracting which requires special at-
tenton.

Pmo oe r"czrvs
Our primary aim Is to negotiate a real.

itic price. We say A realistic price in
preference to an "accurate' price. in
the context we use it, an "Accurate" pries
Is one which covers all of a contracts
Property allocated costs plus a Previously
negotiated profit. Thus, an "accurate

price is beet attained by use of a cost-
reimburseent type contract, which, as
made clear earlier, we use from necessity,
not choice. The reason is, of course, that
the contractor's incentive for cost con.
trol and creation of operating efficiencies
is minimal in this type of contract. A
realistic price, on the other hand, is one
which requires a contractor to perform
with reasonable economy and efficiency
In order to attain the amount of profit
included in the negotiated price. The
opportunity of making more or les profit
than initially anticipated depends direct.
ly on the contractor's ability to control
effectively all coats of performance.

At the saMe time it is our policy to
negotiate r. reasonable total price. In
fact we caution our controctine officers
not to becoide so preoccupied with par-
ticular elements of a contractor's esti-
mate of costs and profit that the most
important consideration, the total price
itself, is distorted or diminished In sig-
nificance. This does not mean that ne-
gotiations are conducted without regard
to eostimatedor actual costs. On the con-
trary, price negotiation must be preceded
by (1) careful review and evaluation of
costs. element by element and in total'
(2) consideration of previous prices Paid
for the same or similar products or esrv-
ices; (3) use of product analysis where
appropriate: (4) discussion of the pro.
postal and costs, element by element, with
the offeror or 0ontrastor to achieve com-
plete understanding of the estimating As.
sumptions and the factory, engineering,
purchasing and administrative opera-
tions represented by the costs: and (8)
the establishment of a particular priqe
objective.

What. then, is our general pricing ob.
Jectivet It is simply to pay a fair and
reasonable prie for an Item of necessary
quality to be delivered where and when
we need it. A fair and reasonable price
is not-necesesarly the lowest price. Ob-
viously, the lowest priced item will not
serve the Government's need if it in defi-
clent In quality or cannot be delivered
on time. Thus. we seek to effect our pro-
curements to the beat advantage of the
Government, price and other factors
considered.

Palcrma TooLs
Having stated our pricing objectives,

the question then is. how do we go about
nelotating reelistlo price? Who is the
individual responsible for the whole ef-
fort? What tools are available to assst
him in achieving this realistic price?

1. Negofal4fos team-frorn the time
a requirement for a supply or service is
Initiated until the contract is completed,
our contractng officer is faced with in-
numerable specialized problem.-prob-
lemas which no man could possibly be ex-
pected to solve alone. The procurement
cycle will bring him face to face with
matters such as specifications; delivery
requirements; facilities and property
requirements: the technical and finan-
cial capabilities of prospective contrac-
tore; small business and labor surplus
area programs: and insurance, patent.
cost, and legal problems. It is apparent
that the contracting officer must have
help. He ha. Specialists in such fields

as finance, law, contract audit, engineer-
ing, traffic management, cost analysis.
and small business, are available to In.
veatisate and study the problems and ad-
vise and assst in solving them. The
contracting officer, In effect, then, is
captain of a negotiation tearn of special-
sta with appropriate skills and knowl-

edge. He obtains their advice, evaluates
their counsel and cordinates their Indi-
vidual contributions into an overall Gov-
ernment position. Thus, while Indi-
vidually responsible, the contracting offi-
cer, of necesity, utilizes in a totel
team effort the best talents and skills
we can provide.

2. Types o contracts.-Before any
contract can be finally priced, all perti-
nent Information must be available.
Since the time when this necessary data
is available varies from one situation to
another. we cannot always flnal se the
price before the contract Is signed. Our
various types of contracts have been de-
signed to meet this -prticular pricing
problem.

This is one reason why we devoted
considerable time, in our discussion of
Types of Contracts. to contracts which
were priced at the beginning, others
whloh-were only tentatively priced at the
outset and were repriced during per-
formance, and still others where a de-
finitive price never could be established
but which required audit of costs from
beginning to end of the contract. The
reason for these various types of con-
tracts, as we have pointed out, lies in the
time when all necessary pricing data be-
come available. For example. If we po-
se at the beginning of a contract all

information necessary to price, a firm
fixed-price contract cen be written. If
we ar unable to rely on all the informa-
tion remaining constant during the
period of rformrnoe, such as possible
increases labor wave rates, a fixed-
price escalation type of contract would
be appropriate. Again, where scene of
the nees4ry information will not be
available until some time during con-
tract performance, a fixed-price reds-
terminable contract where final pricing
is postponed, would be more sulteble.
Thus, we could go down the list of all of
our avallalIle types of contracts and
demonstrate how each contract type Is
effective in meeting a particular pricing
problems

3. Current. cospise. and aCCurate
data.-In order to achieve our goal of
negotiating a realistio price, the nego-
tiati team must pomse current, com-
plete, and accurate cost and pricing data.

During the pest year. we have imposed
on our prime contractors a new certifi-
cation requirement. It Is required in all
procurements over $100,000 and may Also
be obtained in proourements of lesser
amounts If the contracting oflcet deems
it warranted. Specifically, the require-
ment calls for the contractor to certy
that all available actual or estimated
costs or pricing data were considered
in preparing the price estimate and were
made known to the contracting ofc
for his use In evaluating the estimate.

The certificate is obtained immedi-
ately prior to agreement on negotiated
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prices, including targets or price revi- product Is essential to sound pricing, neotiated limited source procurements
sions. We want to make it clear. how-. The negotiating team places a value or in which no better standards for price
ever, that this certification is not acrutch 'Price on the product by physical inspeo- comparison exist, the technique of ana-
or a substitute for thorough examina- Hon of the product, by review of draw- lying the offeror'a or contractor's cost
tion and analysis of the proposals by the logs, quality requirements, and job estimates is used s a subsUtute for the
negotiation team. On the other hand, process sheets, from knowledge of manu- forces of competition and provides guId-
we believe it is an essential tool and will featuring and assembly techniques, and ance on the fairness and reasonableness
materially Improve the validity of cost study of prior procurement data. This of the prior. to be paid. Cost analysis
and pricing data being submitted to us. provides an estimate of the proper level Involves the evaluation of specific ele-

4. Accurate price aids-There is one or value of the Item being prowled. ments of estimated cost to determine
area in which we cannot achieve a The complexity of many items. such As whether the cost of any element can be
realistlo price and have to be content missiles and electronic equipment, limit. influenced by closer pricing.
with an "accurate' one. This is in cost- the use of this kind of analysis. It is Cost comparison is one of the first
reimbursement-type contracts, which, used extensively, however, In the IWcin steps In applying this technique, for com.
we repeat, we use frequently but erudg- of simpler products, such As commercial Parisons of particular cost elements may
Lngly. In cost-reimbursement contracts or seml-commercial items, components, disclose areas requiring further analysis.

we never finalize a price until completion, and part. To develop an effective prod. Comparison requires reliance upon re-
but make all payments for contractor uct analysis Involves answering such coded Ost. derived from the contractor's
performance upon the basis of interim questions as: What manufacturingpro. books and records of accoutL To the
and final audit of costs Incurred, eases will be utilizedt How much and extent quantitative analysis Is required.
How do we insure an '.accurate" price? what types of materials will be required? our auditors perform the function.

We have three necessary and effective Can it be made more cheaply and still Qualitative analysis of costs is also re-
aids for this puspos--cost principles, perform the function? qulred of other members of the negotia-
audits, and field contract administra- Where this technique may appropri- tlon team to determine reasonableness of
tire personnel. ately be used, It is an effective tool in amount. and prices when compared with

Our cost principles are included in our evaluation of price proposals, other types ofmaterial, other manufac-
contracts by reference. They specify the 2. Price analust--Price analysis in. turin Processes, other types of labor, or
standards and safeguards for determin- valves comparing two or more prices other tooling concept&
Ing the allowability and reasonableness quoted at the same or different periods Forecasting future cost trends from
of cost.. We do not reimburse any and of time by the same or different suppliers, historical cost experience is particularly
all cost. a contractor may incur. For Some form of price analysis is made in important in pricing production-type
example, Interest on borrowed capital every procurement, even when compete. Items. In periods of either rising or de-
and donations are specifically made un- tire bids or proposals have been received. declining cost., an adequate cost analysis
allowable. And. as we pointed out ear- 'lhe degree of price analysis required, of must include evaluation of the trends.
hler, our cost principles provide generally course, is much les than where effective Zven In periods of relative price stability.
that a cost is unreasonable and, hence, competition cannot be obtained. Com- trend analysis of base labor and ma-
unallowable if It exceeds that which parative price analysis "assts in estab, trial costs Is undertaken in cases in-
would be Incurred by an ordinarily lshing broad concepts of price relation: evolving production of recently developed,
prudent firm In the conduct of a com- ship and of reasonable pricing, complex equipment. In some cases,
petitive business, Further, all cost- .Before undertaking a price analysis, It probable Increases In labor efficiency,
reimbursement-type contracts are sub- Is esentil to assure that true compare. an reuct ons n material spoilage, r
Ejected to audit by our auditors and final sons be made. As an example, the contractor's work force gains tn expert-
payment. are made only on the basis "make or buy" concept, which will be dice sitically asoby eficn cures
of their audits. Personnel who admin- discussed later, of two competitors on a to predict the reduction in spoilae rate
liter contracts in the field, such as cost weapon system project may vary sub. oreric t eu t e toe re
analysts, quality control and production stlantally with the result that one fi r aing curves to evaluate the reduc-
personnel, and property and administra- shows a high material charge and low tion In labor hours,
tlre contracting officers, furnish valuable direct labor charge in relation to &he We should point out that the use of
information to the contract negotiator other. Similarly, a comparison between cst ofnal Iw concentrated on the le
for use In pricing, a Current proposal and an historical prie mvnls Of cat Where the most dollars are

One further word of explanation is would have Utile validity where the spse. but few dollars are to be spent
needed. We do not intend to imply that tflcations for the item have undergone bfe os aalysibe sent
the effectiveness of our cost principles, substantial change, or where staring before cost Analysis Is undertake
auditors, and field personnel is limited load cost. have been amortized. Thus, .dev the contratf acer must e
to cost-reimbursement-type contracts, to effect a suitable basis for ,ompar i n the case t han..How effeisve ular
On the contrary, they play Pveryimpor- appropriate adjustments hae town. a prie anas efen? Whave
tant role In any repricing action, such made for differences in such factors as P and te i e propsed cntat
as In price redeterminatlon and incen- specifications, starting load costa, quan. qhte wizi os Ie propose aonrm t?
tire contracts. Our new set of compre- titles, time for delivery Government- Wha will it cos r ars tio essa to
hensive cost principles was specifically furnished materials, and the general fAumulat t e n ormaton nceom r
devised to provide guidance to the nego- level of business and prices for a cost analysts? Te advice of our
listing team in such repricing actions. Sometimes. rough yardsticks are de- Audit Perxtnnel Is solicited In determin.
Moreover, It is our policy that the serv- veloped. such as dollars per pound, or per lethe Heverof cost analysts to be un-
les of our auditors be utilized to the horsepower, to point up gross inconsist- waysaefective an alswhenever-
maximum extent in furnishing advisory encies which must be subjected to addi- way effective and desirable whenever:
audit reports on contractors' proposals tional pricing techniques, such as cost (l) effectivecompetition cannot
in these areas, analyss. These yardsticks are parucu- be obtained;larly helpful when negotiating with one (2) a valid basis for price com-Plrcio TzcsmceisQ source, since no other products would be person cannot be established be-

Now, how do we evaluate proposals? available with which to compare his as- cause of lack of definite specifica-
How can we determine, for example, timated cots., tons or the novelty of the item:
whether the estimated cost or proposed Price analysis readily discloses differ (3) pe comparisons have re.
price is reasonable or whether any par- ences in price, although It may not ex- vealed apparent inconsstenciee
Ucular element of cost is necessary or plain them. When the differences or which cannot be satisfactorily ex-
reasonable? There are three techniques inconsistencies cannot be satisfactorily planned or the prices quoted appear
which our negotiation team uses In explained or accounted for, cost analyst to be excessive;
making these determinsations: product Is available. (4) the proposed contract is of a
Analysis, price analysis, and cost analysis. 3. Cost GorAl,s.--lecause a lag simifieant amount and Is to be nero.

1. Product analyvs--Knowledge of the share of our defense dollar Is spent on tiated with one source, or will
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Irt iea'll 6M111100.0004 the friattiefr
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I'iiuitill eliavailable and dllrren1t Coat anld
11tichiw data relitt toi tile pricilig of
110 Siil)(101trMlt '1110 (unit1 Olf rertlfltcats
Is similar to 11191 rcqllitei of £11100 0011-
truo 5ifi wich~ was inentllotimd earier,

''ie Contractinge ollicer, coiliseot to
PlONSOdec submiltracts Is orliiliarily re-
quIred oil it &ubcolltract-by-sullconutfaci
114818, ltuwever, tielilerellilimber of anti
colltfrctct-lll is~ile llr1aiis. it runs1
11110 tie Uiouaaiido-lmpokse all R1 d.
iinllirative buirdenl oil 0o1r oltracUllg
M6reo111i1, UiAt It lis been necessary to

shift tile blurdln, to someg extent, to prime
contractors whose purchasing systemsA
IiRv bern reviewed and fouuidl acceptable.
Ilticit collrAtilrs are Permitted to place
AutbtOHltr itin 11certalt litrilte, with.
out further consenlt from tile contractng
ofilcer, excePt cost- rel inburaement -type,
Utme-aid-Iiieril and labor-hour sub-
coutracts. Mkisnsct Is also required under
cost-ielibtrsemenl-type prime eon.
tracits of Proposed euticontracts which
Provide 'for fabrication, rental, Installs.
tion, or other acquisition of any item of
Inidustrial faclities.

Tl'ie contracting officer's purpose In re-
viewing p reposed subcontracts Is the
seine as in considering prime contract
Proposals. Thus, after assuring that the
proposed subcontract is consistent with
the approved "make or buy" program, the
contracting officr usas the same tech-
nique. and Procedures as are used to
evaiuallng the Prime contract propoesaL

In Passing on the reasonableness of
costs end prices on proposed muboon-
tracte, a number of factors are evils.
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Ate' the extant of competition obtalod. Poce Other factors whichl Influenos the
for the subcontract work, it not coni..i, mount of profit or too are:
plttve, whether root lorekilowne were (I) Nature of uvk to he per.
obtailned and s sAlyred; sd the typo of frined -Al Important ftwtor li the
rolttlaet prOlionv4l to b@ Itfh. 1I1 Allort, dlimiulty or comiplexity of the work
the esrne tendearde eid criterl for ap- to be Performed end any untsual
CUI Of at colnitRtalot'e purellailtine syn. oinpinde of the contract. nicih annpply to appo l Individual hub- whether. In reoearelh end develop-

contracts. nent work, the protect requlres a
new approAch inrelttld to exIltini;

I'sOrIT ol PSI l hnolovy.
lroft or 1'" I only osine ele nent ( 121 Vnractor'l perltomrsCe.-.

pri e. It normally represent. a smaller III# fart tilt a contractor hift con.
propottlot Of the total plire than other SlActetly illeved et1relient reult.
ellltentm much na labor and material In meeting iis coitrartulil commit-
While celr ptrille 0onoli l In the reaon- men~t, is roinised with other con-
ablellesl of the overall price, 1ulhdelln"r tractone In similar clrmiimtnces, Is
have been establIsh d for nleotletiot of onotildrd lit noittln inle pfolil
reasnsoble profit or tee. r fpo. Conversely, a poor recmd In

Where rompetltlol Is effective end pro- this retard IN also considered In de.
poesla are oft in fnn prire basiI, we do not termllno a reasonable profit or fee,
consider III letill the aniollt (it Profit (I) SubmiitlctlnlU.-A relatively
Included III a price , flr example, It two laree Anioilnt of subontractilni does
orinithis firms bid 610 ailnd61lO. we filt necessarily result In it lesser

wouM(I awnid, everything else being equal. ofit or tee. (of primary Impor-
to tle firm with tie lower price, even nctlre Is the rIreree to which euboor-
tiiOlitl b ntt more effiient, his prl it trlUotio prmides better product
might Wt 1o tierent as comp rl with and lower coss with timely delly.
only 7 poreii for Uie other flim, ory, andIn which the contractor a-

Ilowever.whereromnpOltoi Isunavall- lumes heavy mansierll effort. re-
able or lintfretive, the estimate for Ptrofi epowilbilltY, ani risk. In thin cont-
or Uts proposed fixed tee Is aitalysod in nocton, favorable oIrlderatlon Is
preclely tle eine maimer as ae il elven In determining tWe amount (A
oilier elemenlt of tie estlimoed cost or profit or fee, where a contractor Is
ppoeeidi prit. unnsleally effective In sidline small

As polnt#d out It discussing typos of business and labor surplus area con-
contract., our objective In each procure- cernl
feot is to neNOUALt the type Of contract (4) Xxtent a/ Oovrnmnt atel-
and price which Include Ri reasonable on,--We en@cirAle our oontme.
amount of risk to the contractor while, at torn to perform with a minimum of
the Asme time, provhli s hilm with the finoniI, fctitie, or other assist-
ireatest Incentive for efficient and eo- ste* from the (lovernmenIt. Where
nomnlral Perfornace An we have Also substantial amletanoo, must he fur-
seen. the firm fxed-prjreo contract carries nshed by the (lovernmant, this far.
the greatest risk and offers tile greatest tor is considered In determnlng the
poulbility for profit or lose of any type profit of fee.
of contract. At the other extreme, line A felt and reasonable provision for
cost- pli-nxed-fro contrert Involves Uia profit or fee arinnot be made simply by
lasnt riak and thelesstprofit. Inbetween applying a certain predetermined por.
are the types of contract., under which center to the cost esti t or clling
this overoment asumes a portion of tWe price of an item. Instead, the profit or
rl, surh as price redeterminatlon end t eet first established as dollar amount,
Incentive contract even In co t-relmburement-type con-

tract., aiter considering the factors w
mentioned and alli others which are rele-
vent.

PInally, all factors. Including tse
pertinent to profit or flo. imuct hep evalu-
ated In the limit of our basis pol cy that
supplies aid services shall be Procured
from responsible sources at falr and
reasonable price CAlcolaird to result InI

the lowest overall cost t the (lvem-
merit,

CONCIUHION
Mr. Chairman and members of the

coriltitt. we have, shown yrou how we
are ortgnlred to prk*c defense cotitract.
the tOls Uiat have boern made avelible.
the techniques which lasve bon devel-
opel, and the two itreas, prime and cub-
ontract ii wich we concentrate.

We belle we have provided neceusry
and effective policies. procedures, tool.and techinlques for at credlitble pricing
J tobodone. And, 5lthouslhill Jud-
mnt decisions required In a $21 billion
procurement prorrmn cannot be made
without somnetlmoe wishing for the op-
portunlty to make a few of them over
aglin, a credltable pricing Job Is being
done,

T1his Is not to my we awe satisfled.
We recognlti only too well that Improve-
mant. can be made. Mach military do-
partment has emnphasle the traiIng
of It. procurement people, hItunrsoue
training courses at all required levels of
shill are regularly belng londucted. In
addition we are studying wlays to provide
for Joint training of senior procurement
personnel. ThI. we believe will In-
cree our overall effectiveness Riml.
larly. since policies and procedures are
not an and In themselves, we reecnilse
and are meeting the necessty' of asur-
Ig compliance and eteoution by our ctn.

tracUng personnel aid cooperatcin by
defense ContrtoW In oUr polciell A
procedures

Ths problem In a program so vas as
defense procur emnt are both numerous
aild co nplex. We do not claim to have
all the answers. We appreciate, sIcere-
ly, constructive assistano from Any
sorce at any time.
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Senator JAVis. A State like my own, which is an enormous indus-
trial State and which sees quite it drastic dooline inl defense par-
ticipation, nty have to take, it, but at. least it wants to know by what
plulois this is happening. 'Thiis becoliits it very vexing question.

I think we can render it grat national service if we OlnI tit least,
lay it before the People so that as m1tnly as posiiblo cal apply their
m1t1n1d to either feling that, it, is fair or if they have any objection
to it, and that includes nme, to cote ipl) with suggestions as to how it
can be made fairer,

Mr. Mc tri., Senotor I think there has been it great deal of corn-
menlt oil the appitarent, fact that negotiation was done somewhat
secretly. I dont ore with this. At any rate, to try to solve this
problem, we 11ot only publicize who was tio winner in our negotiated
competitions, but we ailso tWll the losers. 'l'hie losers can come in to
us Mid find out, how we determined the award. I think this follows
the pattern of what, you am' talking abiout..

Senator JAVI-M. Thank you very much.
Senator O'MAoNv. I wonder if it. would be proper to bring ill

here the report which conim from one of the coiinit tees of Congress
that a law may be suggested to forbid ii retird officer for 2 years to
be employed by any contracting firm. 1)o you know anything about
that?

Mr. M fuo4in. Yes, tuite ia bit.
Senator O'MAmuozry. Ili those examples you were at)out to give me,

Mr. Bannerman, I suggest that you state the )ersomel involved in
making the decision.

Mr' BANNsRrAtN. Yes, sir; this is very frequently a lot of peopIle, as
yoll eal ilkiaigle.

Senator O MAIrONiY. Well, that is all right.
Mr. McGiTiUrc. I believe that 'Congressnian I[0bert.'s bill coims tip for

hearing on the 8th on that. subject,
I personally have an interest in this, ill its cost aspects.
'Senator O'StlIoNEY. Will you testify at. that hearin r?
Mr. McGrnmE. I don't. expect to at. tle moment. I t|iink that in the

areas that I am referring to Senator, if I recall tile report. correctly,
Congre.niman Iflert. said t-hat this would take some administrative
decision b)y the Secretary of I)efeote.

There is no law that. I know of that says that if company A, out of
its profit, wants to advertise Bomarc versus some other missile, that
t'hey can't do it. I don't agree that they should.

I thiink there ought to be some way to tell them that this is not in our
best interest, and they cannot advertise our product, but I am not sure
legally I can stop them.

We" are going to try to find out how we can get them to understand
the problem.

The CITAIRMAN. Have you kept. any record of the ex-Secretaries,
Under Secretaries, ex-Assistant Secretaries, Assistant Under Secre-
tarie., assistant Assistant Secretaries who have been in the Defense
Department and are now among the 100 largest suppliers to the De-
fense Department?

Mr. McG iRE. I don't know of any such record.
The CHAIRMAN. I would like to make that request now.
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I was onp of those who made tho original request for a record of
thoso with I lie rank of 'captain in the Navy, colonel in the Army, who
were in this 100. Now I think it, is omly proper we should find out
about the civilians. Woul( you aHsenul)le that infoririation?

Mr. Moun. Yes,sir.
My naie cannot be on that list.
The (IIAIIMAN. I notice a smile creping over the faces of those in

uniform when I saLy this.
Mr. MUGtmin. May I continue?
The CHAIRMAN. Yes.

LIMITED U81E OF ORMAL ADVERTISINo

Mr. McGinui. The formal advertising is suitable for use only where
there are relatively firm specifications., 'lhe vast preponderance of the
procurement dollars of tre Department are in research and develop-
ment or in areas of rapidly changing technology. The lack of firm
specifications and the necesity for utilizing rapidly advanced indus-
trial techniques and invitation in such contracting makes procurement
by negotiation essential in many cases.

The committee also is interested in our use of cost reimbursement
types of contracts. It is our policy to use such contract only when
the nature and complexity of the procurement ii such that the cost of
performance cannot be estimated with reasonable accuracy.

Our policy favors the use of firm fixed price contracts unless there
is a showing in each case that the use of another type of contract is
more appropriate. Cost reimbursement is used predominantly in
contracts .having a high content of research, experimentation, or
development.

The percentage of our dollars going into research, experimentation,
or development has been increasing. Accordingly, cost reimburse-
ment now represents 40.9 percent of our contract dollars.

The CHAIRMAN. When you use the term "cost reimbursement," is
that an arrangement in which a figure of estimated cost is given, then
the actual cost is found and the difference, or alleged-savings, is
divided equally between you?

Mr. McGuiRE. No, sir; that is not. This is the type of contract,
Senator, where we make an estimate of what the cost is and then a fee
is determined. The fee is then frozen. Whatever the costs turn out
to be, they are reimbursed to the contractor.

The CHAIRMAN. Is that cost plus fixed feel
Mr. McGmun. That is correct.
Now, the type you are talking about is the incentive type.
The CHAIRMAN. Your figures agree with ours.
In figuring cost-reimbursement contracts, it is approximately 41

percent of the total. We have a figure on fixed price of 45.5 percent.
Is that the contract of the type I have describedI
Mr. McGuirE. We are both working from the same table, I believe,

Senator. Let me check that.
The CHARMAN. Well, let us say on the fixed-price contracts, is that

one where there is an estimated price? Then when the 'actual costs are
found2 the difference between the estimated price and the actual costs
is divided equally between the contractor and the Defense Depart-
ment?
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Mr. McGunw. Not necessarily.
I would like Mr. Bannerman to answer that in detail for you.

MAJOR TYIPE OF NF.4~IATED CONTRA(0r4

Mr. BANNERMAN. The fixed-price type of contract, Senator, includes
various specific contractual arrangements, including the one you men-
tioned. It also ilveludes the type of contract you make on formal
advertising, firm fixed price.

It also includes those contracts where, say, by virtue of the fact it
may run on for 3 or 4 years, we make t firm fixed-price contract, but
provide for escalation of some material content that may go up.

All of these are cAlled fixed-price contract s.
The cost-reimbursement contract, if I may supplement what Mr.

McGuire said a minute ago, is a contract under which we contractually
agree to reimburse tie contractor for whatever his costs may turn
out to be. On top of that there may be a tixe(d fee negotiated at the
outset or, in some cases, as in contracts with universities or colleges,
we have no fee, just cost alone.

Occasionally we will find a research project that is of interest to
the contractor with whom we are making t ie contract and we share
cost, we will pay 50 percent of the cost and he will assume the other
50percent. All of these are called cost-reimbursement contracts.

Mr. McGuiRE. Does that answer your question, Senator?
The CHAI mMAN. The classification of fixed-price contracts needs

some subdivision in order to be truly meaningful.
Mr. BANNERMAN. We have such subdivisions, Senator.
Mr. McGuiRE. To assist in administering our cost-reimbu rsement

contracts, we have recently issued a revised and greatly expanded set
of contract cost principles. All such contracts are subject to audit by
the Government.

I might say in respect to these cost principles that some of the
people in the General Accounting Office have complimented us quite
highly on getting them out; I suspect over the period of the year we
may have to do some tightening up on them.

'the CHAHUMAN. When did you issue this set of principles?
Mr. MeGUIRE. Last fall, Senator.
This is something which has been in the development stage for about

5 years. Everyone realized this ought to be done, but no one seemed to
get around to getting it done.

The CHAIRMAN. Is it possible that this may have been partially
stimulated by congressional action?

Mr. McGUIRV. I would say there could be no question about it.
The CHAIRMAN. Thank you, sir.
Mr. McGuIRE. Although I think I had a little stimulation on it, too.
Small business programs: From available statistics we estimate that

small business firms receive something more than $7 billion per year
inprivate-

The CHAIRMAN. Before you go on to small business, I have on the
far side of the table here the reports of the General Accounting Office
which the General Accounting Office has made to Congress, dealing
with the Defense Department. I think these universally deal with
procurement, terms of contracts, storage, and so forth.
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You see, they are quite formidable. We have had them analyzed.
I have before me these (al'(ls analyzing each one and as you know, the
(Comptroller General testified yesterday, and in quite scatching terms
condensed the practices of the )efense Department in these matters,
both in ferms of the nature of the contracts originally let, the over-
stocking of materials, overordering of materials, errors in handling,
1a1d so WrO h and so on.

I have a number of these cards before me. For instance, take the
Bureau of Supp)ly Management and production control activities in
selected naval shipyards, the Comptroller General says:

We found that the shipyards consistently overestimate their needs of raw
material for ship overhaul and conversion work. As a result, enormous quan-
titles of surplus materials have been accumulated which experience shows will
be ultimately disposed of at a fraction of its cost. During the fiscal years 1950,
1957, 1958 a sizable amount of naval inventories have been classified as excess
to Its needs. This included nearly $850 million worth of those materials used
almost exclusive for shipwork.

Now the Comptroller General has made this report to Congress, but
he sent copies to you. Now do you have any report to make to Con-
gress about this overordering of $850 million in the Navy?

Mr. McGuimR. This report, Senator-I know of its existence-did
disclose several situations in the shipyards, and they have resulted in,
1 believe, some substantial tightening up in this management area.

I do not have with me the answer to the Comptroller General's
report. The reports made by the Comptroller General are answered
by the Defense Department. We do not agree with him, and I think
he pointed this out in his statement yesterday, with everything he said.

There are honest differences of opinion. We agree with him and
have had considerable help from him, I might say stimulation, on
some of the areas he pointed out. Some of the other things he is talk-
ing about we were already working on ourselves.

I could give you examples of that, but I am not arguing with the
Comptroller General in his function. I can produce the answers to
the Comptroller General and I think they would be of help because
in some cases, after a more detailed investigation, we have not always
come to the same conclusion.

I do not say his reports are wrong, this would be an incorrect state-
ment. They are very helpful, but there are honest differences of
opinion on this matter.

The CHAIRMAN. Here is one on overhauling of aircraft engines.
Mr. McGuIE. Yes, sir; I know a little bit about that.
The CHAIRMAN. The Comptroller General charged-
Mr. McGuiRE. He was right.
The CHAIRMAN. That as a result of the pipeline of repair 793

aircraft engines costing about $68 million are being procured in
excess of the Navy's requirements.

What is the reply of the Defense Department to that I
Mr. MCGUIRE. He is right on that.
The CHAIRMAN. This is the first time I have ever heard an official

of the Department of Defense confess error. Thank you.
Mr. McGuIRE. I would just like to discuss this a little bit with you.
We were also working on this. It revolves around the number of

days it takes in the pipeline, that is how long it takes to get the

OEF~C1I~iR ~ -
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In suiimary:
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of the engine pipeline during critical, peak, and emergency or limited war opera-
tions.

(b) The procurement of engines will be based on this 150-day managroetit cycle
sitmng miobilization planning factors.
The policies and procedures which I have discussed either have or are heing

established as Navy directives and are considered to demonstrate that the Nary
bas carried out the Intent of the GAO report and Its recommendationa Also.
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tain As finally established by RAIsstin douniffiation of 1llasterti lituropo. Ini order
t stretigtheix our logistivs posture, these stovcs were redlistributted frount imai

to Saumur anti Verdlun In Mum,- and Pirunaseti% in Gernmany In 10fl1. At that
timae, the taAk of Msegregation and disposition of those World War 11 residlue
had not bem ti oplettd.

Stnc* the Gerian emnployee'.s froxi Ilatall coldt not lie triltst'orredl to Franc*
alouw with tM, stocks, the task of segregation, classification, and the taking ot
Inivenutory of these stocks wits further delayed by lack of trained t'1roonl at
the new locvations. During the periodK when these stoecs were being class'iiietl
avnd Inventoried, the supply records or the 1lgiml Siupply Control Agencey,
Rur~tpe were of' nftessity based on the host Information availule. it (lit ro0
alignment of the TAogistics Command froin Glermniuy to France It wits necessary
to u;,* sueh wrarehouse i ince as could be made( available tin the new location&.
Submandard storage facilities were encountered at both depots In France. This
remited In a diversion of personnel from classification and Itiveiftory of stocks
to a maintenanee-itetrage program to minimize deterioration of stocks. As
prer was made in purifying Inventory and classification of stocks at the*
depos the s~upply records Improved accordingly,

The performance of the signal supply systemi In Europe has steadily Improved.
A evides of that improvement, the actual Issues to using units In Europe

DIMs stock telared excess hare ezeeeded the volume of supplies requisitioned
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fromt IX doiutM (#or flipu ('jleellteit ofIduiopcqct dopoel, oStswkl, 'PIfN hnst
iceeeilifil IIIit 11ed011il1't1111 rcgiee' l II I ie tll lietei-I i III te11d, fIelr i1t411111e, fit Ilie
I hu' if l it, (Jocireil Aceciilethll (Iflet *'ftleelrf lift fel i iteveifory Woeo c tile lol
eIelow 114tillii Wilitt'e'/s If WiltS $141,l i till~iiOi lot flbi ted of 14owtfoor~ Ithcft
11l omi llftc %veti'.c relief d friie $42 iteileits lot $91 #0 i tin ee #o #i'? It tlo ei tr t I, flo 111,
fit wlileh l n f14 iiiiltoi wiorse'' ro etioci It eelU N 114 citd dlsff rolled to A riuey Co(lnl
1101111111111'

Tl' Mt if I Meijplyv Vi 'elctol Amilteey, I1hinteine leitin 4,0011t1li1110iil IIC1tlil it forriti wlitt
tilillt' -iiiiii, Inks,1 co roieti i'e 110et c l~f Itch i ff, ijli Iii 'iie'$tN, jiieitl #'ieeifule *1't.#4 vi' no

111111eeecl e ee l 'I'l I 'l lecIu f t to iltic tir et vo litliilo iiln, n fe s 'letoptsol im l
poeiilluci'yel llleki (Ilift tllscclt te ee ol it t~ Iist ci his I ene , fit lessr (~c to prote vltfcId

hfoi eiti 11i11 eerloll M101 1 111liel igly teoihleihits fi Io 11,, A riey, Ideero, All stiftjiy

(11iil-41111111111 1,1111111~i 1 een1 fi el" "Wi for jeetcilItiss ieileDlti~l u oo ro,
141tt11)t lut e l, sI eliijt uehitiitf i itit liu n111 ijotiil ofl' cm 4tN'i51 l(ito, aced ti$
tloelfeienlt illt i ttili oc i re tctea( liltie#iay t'(ewoDt'eJ5 in ,'c,#irlift ion wVifii
t 410F Hllw itml ()tfie'er, Moleo etcueoittg~ oeocr fit ILK4 Artiy tIgoci NoIn

(leetuf red Aacty voilt elilltolil ierftitett tilt linerevteineelei durifigK flifi yceanls IN
teielIte? i. 1041).te Thiseiettt ft Meo lisigo"tin Ie MPIf licoi d tero 10#1t1K mn
vlotwool lwerltoelvlecl b'hy fleet (1 li it llunil (Ptfleor,

I leicllevo you w 1l luecte Wilit Ii tt Milt I lice I Jcttttleef. of flits A rtily Dlhiie krlito
adoelft o~i toiteitrom tIo vor'cce I left ojitte'IlfS deticiOOVlem oufneit fit t yeotie rept.ii

H1t4leeelePly yoiilo, oiTV. lwl
Aollott it oore,1 lrpof 1/c Army (hoptiom),

Iloewrffoie Ili tIA1A (to)
Coere it(C Ii to Iy lotitolqWld,

"Hueiijly reeiorflti wetre, inne'ert citd eeteralliellu" (p. 4, rnort ts the (Yroogross,
,11111 2,1, 111W1).
2, (loeol A ('fotfiti Itip ()fOlo' revo(,?fltf lljt(im(

"at. W41tiitetctiue flint. 14intil tfleIeate ulve itorfto iemictilcrttifl in iit*rtieI
Ingi tflo entiiiteo feet tho re r IOF t Iiifte VrtotcrlU and that neftloic list tickfoe tit permit
thir revuirre.o Wo~e recetitiel jilmo lti vut. eiisieifradtonie he gvec towairdl nt
4yieK Ieevtcntcry ien-reee i list to cvetril Hl~iaul Neijply hxaclffos,

11b, Wit rettvoieei fit. proesehureof beti reivlsoe tip trovicle for Wifely Trwo?4iflg
of all I rimomee-tiett Ii 11cr oltek oiltctes rrwordst FiJoiyttexYe isoieild to* frooffoo
[erfeieorly t reelmie'el i their otinel eulem and their filwsrutionxis tiuhld t ffiorm
closely supervised."
S. las brarHtg on t1w allegation

a. leitiortil Accounettie Offie r!omntulos tare. irnuariseA.. as fobowe;
(1) In 0) pereocect of the entiotI teted~, suipJ~ly agency and ePo reeordx of (*3-

hand lcultieoxe for seleetee) lih doltler V41110 Rtemoe did not agree.
(2) Ninos hundred traiettone procesed April 11, IO057, by Verdun Gernersi

Devot, have been omnitteud front stek status recordsx at the agency.
b. iaouaion.-(I) ItIn i noted that the dollar value of the aeljustwfents re-

quiredl as a result of the General Accouznting Office review amounted! to only
2.3 percent of tho recoreu value of the Items revised4. Review of Inventory
tranoiactions during fiscal years 109t7 and 101h8 revels that the ratio of Inventory
adJutitmneeett to total inventory did) not exceed this percentage during any quarter
of that period.

(2) The Instance of failure to record 000 transactions on April 11, lVrA', oe-
Curred In the first 2 week of the modern Army supply system opterations.
Procedures for processing and reporting MASS transactions were still in the
formative and experimental stages. Controlsi were considered earlier and put
Into effect during the inspection.

(3) Improvement In locator records was required. It is noted, however, that
errors in location records, while unnecessarily adding man-hours to accomplish-
ment of depot receiving, shipping, and Inventory operations, rarely result In
ordering of unneeded supplies from CONUS or denying supply to a customer.
In the first Instance, because location errors do not affect recorded stock balances;
In the second, because a physical search is made for the Item whenever a ware-

~1
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hio IViiAIAIt oet'urs, WY 1it'uolo ref ittg1lg liivt ro-iiiiiiii10 i'iolofti'iily ivithiti nit
11tPtborotio (Ivrnt of t).H11) fii ileit tn"i 41; y('11'.
(4 it otlitou Io nettoii taoe to viiiio proeltt-ieA rui Itivntorytng depot

idtk Andi trtwoidiit iiivetittoy 01111 troilst toll thu111 ii, eiiittii tinIA Ieeti 11;In'd fti
file u'omolluit-Y ug 11R1ilietit of high (1111111 Vn11t l4,1110, Thie Migliil Hoppply
CoiUtrot1 AgoeV waa roorgonitid hit Alirsli 11)148 In uu'uordime with ewhaniodit3y
111111AnnVI 41itl'itu itetedW4 ot-Ifr hiy I elartint oit Army.

*. )ep~rmfte~', tf Atij. ('o#it'titA
it, 'le thottllod ftiitihip it flt, (Witn'rnt Aeeunitiiig (0fUee review comllted Iii.

-kilp"I I0N1t Art, s00hstntitaiy teoelt 1114 of tliat thle. Ilowover, tho 11nunneitr III
willeh lihe "11111mars td'orilntimi tinii til'n prescitted tindh miugillte# the tnt.
favolrAble op~t oil fip e tqt roto14 toalif~eed. It 11111t tbe rentivzeltt ln tthe i1lny
WAA etAIIN111ttit of many of fle dotli'eoeo Anid ww4 lit the provem" or t'orrovtting
t11e11. 11% tililtyt illtmitfiuit'e ie Ierfo I'ttttill tt lleft ttI'st det'ltieie" to fleit Aton-
I itut oif Ooiroi AkxvoumIt 1111c s exotmipea I) our oil iteitut to Imiprove iim-t

liglleW 8w tilt% 111110 of till- rtwiw stiittlinit Iitpjrovemnit hitm beeni ido
by leimtt ntiteteit tetilitimt, roviiitonit iotterittitig procedures, iit
Ill tICIekdt110 t ruicol 1f or'lttt personnel, Vivi ftri iroctuev tel lting to Pir'ceitoej
Afftx!I11n1 dollot, Andt ogetl%' sti jt ret'ol-4is were W1i'11411 111i1 pil'lio 1 durig
tItll, 1hese h1v no 11,1A 0 NOW~t for 1nilirovo-t Iraliig 111id il4IlVistot Of
oel og1 itrne.coltieti eot~tul emtdinnin iii lieltig dlireted toward
hisurig that At% opt Inunni dogrise of record tetiohlillty Is aehieved. Accuracy0? recordsV 1 tis ilnet by lilt 141dtct ioll to tou1jor 01ttones lit the supply sjysteml
mitd Ity eents ret~Intrig oerettt n d tt'ittttriry dtverosti, of effort. lttwt'iit

"ailsOf 010,80' lReQ ben Asuiiptiol,ti of Ui loglistt'n suplport of Itn' Noutliern
t1ain'on-- 'Venik irco. Awliuiil o itt reetquipping of th Army And other
%111118A. 1141ppo1rt oft t10W W011liotuit mssets, support of tlie rnlInt' elitiluliit, stipport,
of omillbnt surrei1ttitue suyetenuu lii (ti'tton of MtASH, ituplemetittio of new
Akrmly regoha1titunst aiffectig the suspily syst1'oa, d1ipersion mid reloriti on of coin-
titi sI uck-4111 nti oeratin "t14itme1x" for dispogaiu of excess, (Contliued conininti
011111hasts will a10IMrtti hut will, itever entirely ollmiutte the puobloins Ketieroted

5, o'totV atbs-Ctdu e ollillanx Pitipluiinis witl he directed townirti the
"nIltotealir. tit record rhiily.Vfitnrofftteton IA'ng g111 iYve to flit'
following amiea%

(1) ( Cenrotmolu frotunx etoa MtAN ,ievounitnK tinei to iuitfoitintle

(2) (tijumeti rvoliit:4% over niall eperatitig ptrocediures.
($I1 ('N,4tinacti trauinitng oft lioraenel with speil efforts directed4 toward

reoricotttti roqtired tinder supply management ('otiCel)to.

TAn 11

'tirdertug uneded supplies from tile, 1itted States" (1p. 12, report to the
0oW*ress, J f I h 23, 1 ))).
t, G~eerl Accoustto Offle recorn M edatogu

No rooomnuendation included In the report
S. Peout becving on the OIIOQOtiois

a, Sp'efc t-,; eovertag the Allegation:
(1) of $2.5 million worth of orders selected for review, orders totaling

$781,022' were not needed.
(2) Nineteen each AN/TVC-23 ternuiltials and 11 each T-4 were canceled as

not required when brought to the attention of agency officials.
b. Di~ftstio,,..-(1'i Reorganization of the Signal Agency In accordance with

the eonrcepts of commodity mannagemient single revoqdkeeping enables commodity
managers to determine quantitative requirements'fromn accountable records.
Each major equipment commodity manager controls a relatively small number
of high dollar Items with which he Is Intimately familiar and can accomplish
mome than mathematical calculations In the art of stock and demand balancing.
The ./TCC-23 canceled on the basis of the General Accounting Office review
were subsequently required by 7th Army In substantial numbers and remained
on the Ust of critical Items for ma"y months. Commodity managers aire now
able to exercise control over this type of activity.
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(2) Under the new system, when Me10 agelcy hami be4m dlreted by CONUS
to sbit reqIiultioni fornew equipments, ill units authorized such equipment
oire rqIuemed to subinlt their requirementm, Requisitionlng to (A)NU is batsed
upou ile quantities actually reported by units ag required, plus thoso required
for theater stock level.

(0) customerr orders tre reviewed regularly for validity by members of the
agety liaison teams,
4. Dephriment of ArmV aommOtsl

a. The 81inni Agency wfl porhundd by the (lenertil Accounting Offlce to can-
,vI the requisitiol to (C(ONU8 for 19 each AN/TCO-23 terminals because of the
(piierail Accounting Office's aillegntlonn that these teridnals were being refil-
ltiontied needlesmly froul (CIONTM. The cancellation proved to be a mistake an

It subseqUently resulted in a shortage of terminals In the theateT, Oenerni
Aecounthig OfMice (during the course of their audit) should not exert Influence
on supply decisions or actions but should only point out what may appear to
require some furl her atia lysls or corrective action.
b, Iteorgnniztion of the Hignal Agency In conference with the provisions of

Army Iteguintlon 700-b, and establishment of procedures in keeping with the
comaeodity malinger concept, ling corrected system deflclencles noted at the time
of tho (tenernl Accounting Office survey,

o. Future action,
(lont litd evuii laion of insingeuient progress.

'rAn 0

I. Otieral Acc'ounlfng Ofc, alhTeation, summary
"Unnecessary Reservations of Stock" (p. 15, report to the Conorress, Jan.

23, 19059).
R. (/enral Accounting 0,Mcc recommendation

"We recommend to the Signal Officer, 1.8. Army IMurope, Signal Officer, Com-
inunleations Zone, and the Agency that additional controls be Instituted to ensure
that all reservations of stock are properly authorized and supported and that
reviews are made thely to determine the continued need for the reeervations."

S. Paot. bearing on the allegation
a. (1) Review of records (June 80, 1957) supporting reservations of stock

on hand valued sit $11.0 million showed that stOwlrvalued at $5.6 million, or
almost M'o percent of the value of the stocks reviewed, was reserved Improperly.
In addition, certain orders placed for material valued at $90,882 were also
Improperly reserved.

(2) Of 20 line Items which had been reserved pending firm requirements, 85
percent were not required. -

(8) Of 24 line Items reserved for communications project, 17.3 percent were
no longer valid, and 58 percent on order were not valid.

b. Dhsusaon.-(1) In February 1957, the Signal Agency reserved certain
high dollar value Items which had been determined candidates for excess ac-
tion by mechanical computation. It was determined that a closer manual re-
view should be made on these items to include a review of projected unit re-
organizations. Although over 50 percent of the stocks were reserved properly,
It appeared In the best interests of the Government to review all reserved stocks
on an Individual basis as part of a continuous and recurring program in which
all assets and requirement are considered. Reservations based on the best avail-
able Information of the moment are nevertheless susceptible to change as over-
all tactical considerations are reviewed. Maximum utilization has been made
of stocks on hand In the theater during 1957 and 1958 as shipments from depots
exceeded receipts from continental United States appreciably during both years.

(2) Control of reservation stocks by commodity managers rather than func-
tional control previously exercised has resulted In a much more satisfactory
system. Current procedures require that the commodity manager justify each
Item In reservation codes.

(3) Items reserved for class IV communication projects are reviewed regu-
larly with representatives of the U.S. Army Europe Signal Officer. Items no
longer authorized by bills of material are returned to Issue stock&

ieZZ ~ %
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4, Irl'po*'ltteeet of Aerotg cf'Dl,'ts
I, ll101t11g (1ited In thP 1'01101t were billed 111011 reseaCrch itlroxillaltely 18

kliliths lil'or OI t411111111144hu1 tf tho reort witl tit) reoglnit Ioll f Milhm~elleilt statusi111d p11ovedu1rill ch11111goil,
h, tillhr 1111 t4p1110,111 rel)ortt art% 110WIt M11hiiittted to the&' t1 oiihlli1 of Itell1g

reser\'el for puiehuhs IroJ ets.
e. tte qui tti| ol new tfiultulents trolu ('ONIS Is h,ing iide ot thue bIut

lit het I r1tied Vu1lt1oer reluirenlet1i rather t1ha1 book-lllownne conplltatons,
tInts lessninl1g the itssItillity of 11111roller reservllnus lt liter dalte.
d. Fl1turit 11etio1,
Vo1t tliuetd evaltion1 of 111111ge1eint progress.

TiA ItI I)
. , (i'i,'.l .4elelittnp Offlev 'illUo tioles, A11111m1IfpI
ai. "$e'elllUi off ltiled4 c'11 stoltmers' requ~iottlot was Ineffective" (p. 19, re.

port to the Ctlgres, UlnUry 211, -1611)
6. "t'ustotners orders l were not released tIhnely" (p. 24, rIeliort to the Congreso,Jaitu1111y 2, 100ll l).

OI f lrl l vo'l l i tithi( II f) Ofle reiT I etutI tIIIII(olis

0. .41'ptbtlnl o .-l--" roe commend tht here lie more effective, coordination
between th Ago'uivy antd Its customers Ili regard to the current. isatt of unfilled

b, . letoto, lb.--"We ret-onu1ntd that
"I() Additionul Internal controls 1tid It.heeks be Implemented to keel) errors

to it tiltiimnn.
"(2) Moro effvetivo proetiiret 1 he Instituted covering coordilmtion il process.

tug customer's retlulsitions, receipts, and shIint1ents between the Agency and the
deliots its well ais Intra-Agenv operating units."

S. Poets beatisu on the (111000tionua
a. (1) it the test of 28 untilled reitilulitiols It was determined that 8 of then

were to lon er retuIlred by the customer.
(2) lit the test of M18 line Items front unfilled customer requilitions, needed

stock was ol hand to fill either part or tll of the relulitlons on 17 of the line
Items. Stt.ks had been oin hand at the depots to meet 11ost of these 1? customer
rqulron1en1tA for several weeks.
b. IMovfsioat-1) At the time of the survey, dueasout records were being

transferred front the depots to the Supply Control Agency. Prior to this trans-
fer, control of dues-out was exercised at individual depots which had responli-
billt,y for release of dues-out upon recelit of material.

(2) During the period of the General Accouilting Offiee survey the following
proedural changes were planned and subsequently put Into effect.

(a) Requisitions for all Items are. submitted directly to the Signal Supply
Agency. lnes-out tre established, controlled, and releases made front the
Agency. This insures that a release will be tiade on a priority basis If the item
Is received in any depot.
(b) Due-out records are Initiated by the commodity manager and maintained

in his working file and releases are made by lin. li addition, the sane ele-
ment now receives the requisition, establishes dues-out, effects replenishment
from CONUT and releases dues-out,

(c) iUsts of dues-out over 90 days old are prepared for each major customer
who Is requested to review for possible cancellation, and advise of items already
received or no longer required.
4. Departmeset of Army comments

a. In accordance with Department of Army directives the following actions
were taken by the Agency:

(1) Coordination has been established with customers with regard to current
status of requisitions by weekly transaction listings and liaison personnel.

(2) Necessary internal checks and controls have been established.
b. Putre actlons.--Continued training of personnel and emphasis on super-

vision to insure compliance with established uniform procedures.
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TARn 10

1. (h/enrtal Aveo,ti g iw)0. allegation, summary
"Nt'ock lev(lN were exesilve" (p. 21, report to the Congress, January 28, 159t).

2. (icwtral Accountlng ODIce reeommcndation
Nole.

S.1 Faels b('ariDlfl oll the allh'gatlo
a. (1) Of 82 levels review4(1, 02.2 percent were proper levels, 87.8 percent

wore inpro er levels.
(2) Vouchlers establishing levels had not been processed into records used by

personnel who Inithite supjply im tions.
(8) I[Avels previously established should have been adjusted based on current

deini d dita.
b. i)Dscusslon.-(1) Ineluded In the 81 line Items (87.8 percent) reported as

having "lImnproper levels" were 18 line Items (22 percent) reported as "levels
vtillleldlli ind not. re'orded." The levels on these Items were correctly corn-
puted and this WiN not. questioned In the report. There was a delay In proces-
Ilg of th level changes to the stock status records, a deviation from an estab.
listed administrative procedure.

(2) Of the renithilnig 13 line Items (15.A percent) reported as having "im-
proper levels," 12 line items had levels too high and 1 line item had a level
too low.

(8) More detailed and exacting procedures have been developed and imple-
mented by the Hignal Agency, governing, establishing, analyzing and adjusting
of stock levels. (ominmodity managers acomplish manual analysis of Individual
high dollar value items.
4. Department of Army comments

a. Deficiencies 'reported by General Accounting Office In regard to excessive
stock levels were primarily attributed to delays in administrative processing of
adjustments to stock records. The need for more timely review of levels on
high, dollar items was also indicated. Related procedures In line with the Army
commodity management concept were In process of Implementation and were put
into effect.

b. Future action.--No uncompleted action.

TAn F

I General Accounting Office allegation, summary
"Stock on hand was not being used to fill mobilization reserve requirements,"

(p. 4, report to the Congress, January 28, 1959).
B. General Accounting O0ce recommendation

"In order to assure that material is not ordered for mobilization reserve
requirements which could be filled from stocks on hand, we recommend that
procedures be established at the Signal Supply Control Agency for:

"a. Reviewing the records to determine whether stocks In excess of current
requirements could be transferred to fill mobilization requirements and,

"b. Screening outstanding orders plac*i to fill mobilization requirements
against stocks on hand."
8. Facts bearing on the allegation

a. Review of high-dollar-value line items included some items for which there
was a mobilization reserve requirement. For 18 of the items tested, sufficient
stock was on hand to either completely or partially satisfy the requirement.

b. Ditoussion.-(1) At the time of the General Accounting Office survey, the
control of mobilization reserve materiel requirements stocks, determination of
requirements, initiation of requisitions, and other actions necessry to its recon-
stitutlon, was the responsibility of a special projects section removed from the
normal supply management activity. Actions initiated by the project officer
were normally based on periodic stock status listings which did not reflect most
current information.

(2) As a result of the reorganization of the Signal Agency In March 1968,
mobilization reserve materiel requirements records have been merged in the
stock status file with other accountable records enabling simultaneous considera-
tion of all requirements and all assets In the course of any supply control review.

wk V."",4, BE
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Necessary adjustments between reserve requirements, operating stocks, excesses,
or on order become apparent during such a review. AdminLstrative segregation
by account codes simplifies control not only of the main categories of the
mobilization reserve materiel'requirements, but for all sections thereof, including
stocks stored at dispersed locations.

(3) Supply control procedures provide for screening of all theater require.
ments and assets prior to Initiating excess action or replenishment.

,. Department of Army commnent8
a. The report coveted findings approximately I year prior to its submission at

which time reservation of stock In the mobilization reserve materiel requirements
was controlled as a separate project utilizing noncurrent availdbility information.
This situation has been corrected by procedafes developed in keeping with the
commodity manager concept, which was in the planning stage prior to the in-
spection.

b. Current procedures provide for a complete review of all assets and require-
ments prior to any excess or replenishment action.

c. Future action. No uncompleted action.

TAB G

1. General Accounting Office allegation, summarV
"Lack of adequate storage plans" (page 24, report to the Congress, January 28,

1959).
I. General Acce inting Offce recommendation

"As space becomes available, we recommend that the depots at Pirmasens and
Verdun establish storage plans providing for the segregation of active and inac-
tive stock so that the depots will be able to perform their prescribed mission in a
more efficient and economical manner. Because the Saumur stocks will soon be
transferred to new warehouses at Montreull-Bellay, France, we recommend that
immediate action be taken and proper coordination be effected between depot
personnel and communications zone to develop a storage plan prior to moving the
stocks to the new depot, which would provide, among other things,' for the segre-
gation of active and inactive stock. A storage plan will facilitate orderly transfer
of stocks with a minimum of materiel handling and enable the new depot to begin
operations based on proper warehousing principles."

8. Facts bearing on the allegation
(a) (1) The report indicates that there were no adequate formal storage plans

in existence at any one of the three depots.
(2) In the opinion of the survey team, storage plans should provide for physi-

cal segregation of active and inactive stocks.
(b) Discussion.-(1) Transfer of Saumur stocks from caves to new ware-

houses at Montreull-Bellay has been completed. A storage plan was developed
with the assistance of representatives from the Office of the Chief Signal Officer,
Department of the Army, and locations predetermined prior to this move. Redis-
tribution of stocks from Pirmasens and Verdun was coordinated so as to provide
Saumur with a schedule of expected receipts, permitting them to predetermine
numbers of containers, weight and cube. Planographs were utilized by the stor-
age officer for appropriate preplanning.

(2) Formal storage plans are being followed at all three depots. Reduction
of Signal inventories from $108 million in December 1957 to $86.1 million in De-
cember 1958, and acquisition of new facilities at Montreull-Bellay has facilitated
effective utilization of formal storage plans.

(8) The communications zone supply and distributions operation plan
(SADOP) provides for redistribution and buildup of stocks to prescribed levels
in all communications zone depots to achieve economy of operation in peacetime
and establishment of a favorable mobilization position. Coordination, report-
ing, and followup are -exercised at staff, agency, and depot levels to insure
continued accomplishment.

(4) Excess stock consigned to property disposal officers as a result of excess
determinations is physically segregated by condition at the time it is transferred
to the property disposal officer. Due to the relatively long interval of time
between the initial determination that item quantities are excess and their final
disposition, changes in stock position and requirements would require many
physical movements of stock Instead of a simple paper transaction if these
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stocks were to be segregated prior to disposition. Except as noted above and
other special cases, such as-the modern Army supply system stockage list Items,
the recommendations to segegate active and inactive items is not concurred In.

(5) In the introductory portion of the report entitled "highlights" (p. 4),
It Is stated that storage plans did not exist. This statement Is not borne out
In the body of the report and does not represent the facts as of the time of
the survey. Storage plans and planographs were being used at the Pirmasens
and Verdun depots.
.f. Department of Armn comments

(a) Formal storage plans are effectively being utilized at all depots.
(b) Physical segregation of the modern Army supply system stockage list

Items, items shipped to property disposal, Items in nonisstmble condition, and
Items for certain special projects, i being exercised. Segregation of all stocks
based on the criteria of activity is not considered feasible nor desirable.

(c) Future action. No uncompleted action.

TAB H

1. General Accounting Office allegation, aummarl/
"Reports on excess not prepared or circularized" (p. 25, report to the Congress,

January 28, 1959).
2. General Accounting Office recommendation

"We recommend that In order to correct this condition, and effectively control
property In excess channels, the agency establish a separate card file for excess
property line items and Institute procedures for its periodic review."
3. Facts bearing on the allegation

(a) Review of excess property account for high-dollar-value line items dis-
closed 4 line items out of 11 reviewed valued at $41,000, which were recorded as
excess but on which no report has been prepared or circularized. Two of the
line items had been recorded in the excess property account for a period of over
4 months. Another item (lid not meet the criteria for reportable excesses and
should have been turned over to the appropriate property disposal officer for
disposal action.

(b) Discu*sion.-M(1) At the time of the General Accounting Office review,
excess reporting was accomplished along functional lines. Commodity managers
are now responsible for determining, reporting, and -followup on excess Items
within their particular commodity group. In addition, a separate card file has
been established for excess property lIne items and Is reviewed periodically.

(2) Balances reported as excess or ordered shipped to property disposal are
considered as assets by each commodity manager until final disposal Is effected.

(3) Regulations, revised in 1957, governing the reporting of excess property
require the Agency to furnish by electronic accounting machine method to the
U.S. Army Signal Supply Agency, Philadelphia, Pa., a listing of all major
items valued $5,000 and over and all repair parts and supply items valued In
excess of $100. On June 14, 1957, 10,000 items of repair parts were reported
to continental United States in accordance/with this procedure. This resulted
In a subsequent savings to the Government of $800,000 as a result of the ship-
ment of 1,500 of these items to continental United States. During 1958, $15.6
million of excess stock was returned to continental United States as a result
of all screening actions.

4. Department of Army comments
(a) Maintenance of card files reflecting all excess property in hands of property

disposal officers until final disposal is being utilized.
(b) Reorganization of the Signal Agency under the commodity manager con-

cept provides for close supervision of the screening, reporting, circularizing, dis-
posal and recovery when required, of excess stocks and will reduce erroneous
actions as reported by the General Accounting Office.

(o) Future action. No uncompleted action.

41 7 4eD''4h
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JONTIIAOTT 'I'OItMS

The (',IIA1IMAN. Now we voln to cont-ract terms. Tho (Co(itl)trtolle,
(0iiral said that frehuet. failure oil tio lrt. of 1olh pwinte coi-
traetors itd agency oiciats to get, aecurtttl cost datita to just.ify ( th
price q u oted by tile stul'.oit'rator, CatiL ill 111lny cases ',he l 1ri10 COtl-
tracotors Iterely took the estitlutit's of he suicoit rai,|rtr wit.lout ,uHfi -
tying (t1e1 1u1d, thatl, twy wore lu1ade in advance of tiny experlelte,
atid that theitse oxcessivo" tllcit'lact cost estillittN1s resulted il ox-
cvssivo priltO VOlit rt p'ie't at tprics1111nwarraittd profit. to the priuit
cent raetor since the hritle cold 'actor geterally allso recevTs lt'oflt oil
the sulcolttrlctor's cAuu'ges atid il sitilt ioInts of this nalture1 the 1it1e
conit.l'at 1' is r'wa'ded l for his illfciecley.

Mr. tc(i111',. I tllituk the conclsihollt t lit, the (Coiltltrollhr (h1eral
took is cot'rietl'. h this reset.

It is I'gt'et t able I lat l this sit uitioi was allowed t.o hatp el.
I t hilt the Conptroller (10eteal also pointed out,, if I u11derst'lild

his 11uarks, that in this I)rt'uiilar field of t'oclurellletit, that, we have
worked closely with him tuid tighleued this I thing Ul).

I tlik tie ca's imferred to, atid I dotit not ntan this as it dofone,
are eases of thtx past, elier that 19H8. Some of these contracts are
continluiig so 1 1m not going to say this could not. be halppeting today.
1 think we send a. copy of every cotitract. we makto to he Collptroller
orala, is you know.

He has investigated a large nimnber of coitructs ill the last, 2
years. lie has about it huhndred men working on it,. I think lie has
reported to Congress some :5 of these contracts. These have beall
very helpful where he hams pointed out necessary corrections.

Wlat I an trying to stiy is that I do not. agree that tis is indicative
of the way we do contracthig in every contract.

Senator O0'MAIONEY. What authority do you have to tighten them
up?~

Mr. MA[cGriRR. In this field, I have all the authority anybody could
ask for. There is no question of lack of authority.

The Secretary of Defense has delegated in me the authority to issue
ASPR. This is one of the very clean-cut, delegations of authority at
my level. I have no argument from the services on that. They ac-
cept. it. Those of us who have been in the ASPR field have a good
working lationship here.

One of the things we did as a result of this business of costs that
were part of cost estimates not being'current, is to make it mandatory
that the contractor certify they are current.

Now, he. is in a very embarrassing position if they tire not, because
he is using this certification as part of the entering of a Government
contract,

My position on this matter is that some of these contractors by the
very magnitude of the procurement we are involved in are in reality
agents of the Government and this cannot be a game of hide and seek.

This negotiation must be a mutually helpful one on both sides.
We don't want the contractor to lose money. We don't want him

to make too much, either.

IMlPACTP OF DEVFENSH, PtOUUMItONT
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1 . IANNI1t1i AN. ()n tis sulbjcCt, of Cotrcig you Il w just

1t'keI 1b111., wo ILvo recently is1le.-- and 1. ithin lle e(ieral 'AC-
colutig (Ollivo was livIful to io s in getting this out--a rather sub-
Mlnt id r1visio0 to outr Ariei(I Sevic.s o'rcurenent ]Regulationi r-
(qliring a far great.r review and .xilandod cost analysis on sub-tonil 1,141,i1g.

'Illis witH dol1 o I ()etober 19519.
Mr. Mec((utias,.. We will he g1ldt( to ''lIly you a cop~yoft,hi, although

I tllli tI( I yln yo ',ot r ,,I a lr I it.(Sve I)' ). 36 1(;.)

Mr. IANNEIiMAN. Actually Mr. Campbell commentd on this
fitvoably in his rel)orl, yest (if(hy.

INHIJI1ANC(IN) (IOVIIN MI';NT-OWNEI,) I'IOPEITY

TIe (iIAIaIFAN. Now, the Comptroller General says that in some
eases .YOur rePr('id voit.ri'ilor using (hoverminnt,-owned property to
cairry ,iisu rn ce on 1tA (overnient-owned property which was then
(harged in the cont ract price although the general policy throughout
the ( government; is oute of self-insurance.

Mr'. Mc(hii, t"im. W(. issued al regulation on this on the 18th of Septem-
ber, 1958, throyh ASIJR, wnd I believe this was as a result of some
work wit hI t I ( 0,ol)1 otl rler (4,enei'nl.

IDetails of this I will let Mr. Bininerman explain but in essence it
is this:
I f we liw e a (iover-niient-owned facility and 75 percent of the work

in this facility is for the (lovernient,, we hecorne the self-insurers.
If ti', revv'rso 1)osilioti is true, the manIltfaclurer Iecomes the insurer.
Mr. BANNUMMAN. Actually, the cases involved are very old con-

tra('f. long before t hirs policy evolved.

IE',NT I',II, USE 0' W'i;II N.M ENT i'P'OM EINTY

Tie CuAIAlTM,x. Now, the Comptroller General charges that in cer-
tain ises cont reactors use Governnent,-owned facilities without paying
rent for them. In one case this went on for 8 years.

What, is the reply to that?
Mi'. llANNEmAN. Since, June of 1959, we have had the fixed policy

in the, Dep)artment of Defense not to lease industrial facilities for
(Oim(,rcial use without, the payment of rent.

As you pointed out,, this contract we are talking about goes clear
Int(,k to Ko11'i1 wall days.

I think there was it that, ease an 'Igreement that rent was due, 1)ut
there was a failure to administer the contract. in such a way as to
collt,(' it.. The a1mont h1111 was ill (isl)ute.

'le CIIAIrMAN. Is this a unique case?
Mr'. B,.NxFrNr, . It was unique, Mr. Chairman.
Mr. Mc(uiuim.. I don't know the details, but I would prefer to say

this particular case wits uique. There may be others in the , me
area that might have a bearing on this.

Mr. BANNERMAN. This was the only one of this kind reported by
Mr. Campbell.

51686-60-23
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WAIM1E01O14FE SPA010 HrINTAL RA'TI-A

The CIIAIIUMAN. May I ask this: You have warehouse facilities.
I)o you charge the private firms to whom you ret out warehousing
facilities the same rate that you charge General Services Administra-
tion for its st oCklpile and other items.

Mr. lh 1t-. I am ,prtt y sure that we have a common reimbursable
policy whether Nwe rent to private industry or within the military
service.

i is tim going colnmiervial rate ill that 1)lrticilar area.
Mr. M('ll unt. Are yoi l walking alboul tim going rate of commercial

enterprise in the area? Is t his going rate higher a the standard
Goverm'nint, intercl'hang i'itate? I)o we chilrge the cojttiier.ial peoplOmor ort e smt lwice?

For exnimile, in t hw New York City area-
Tihe ( , I did not, catli the reply.
Mr. Ckruro. For example, in tim Now York City area warehouse

spclCe goes about, $1.20 a sluare foot. If we have space available to
rent. comiiier cially we get, t lie $1.20 ratfe even if it' cost the Government
,l cents.

'I'he ClAIsN.,. Whalt would your rates be to General Services Ad-
minist'rat ioll?

M'r. CAmP'ro. 'o (General Services Administration it is 35 cents.
We have a prescribed rate to General Services Administration of 35
celltS.

The (u.\i.iI,. 'haiik you.

REO()M M'NDI).\TItON FOR A SINGLE AUI)IT AGENCY

Represenat ive Cui''ris. On this subject that the Senator is pui'suiuig
about A( )'s connetlis there is one 1 vait to pick Ul). I beieve last
year the .\ssist ant Secretary of )efense, because of certain GAO
criticistp, appointed representatives from three of the country's largest
accomiting irms to survey the internal audit function carried on by
the Arm, Navv, and Air Force, and they made their recommnenda-
lions on N"ovember 28, which was that there should be a single audit-
ing agency.

As far aIs tle committee has been able to determine the Department
of Defense has not yet taken an official position on this recommenda-
tion.

I wonder what the status is.
Mr. Ah'Gumv. 1 cannot speak with authority. I think you know,

Mr. Congressman, it was in Mr. McNeil's area. I am very anxious
also-

Representative Currris. Wait. Let me get that. That was in Mr.
McNeil's area. I-low is that related? How do you relate your area
and his area in auditing?

Mr. McGu iiE. In the auditing area we get auditing reports through
the services.

The contract audit areas have always been within Mr. McNeil's
shop.

Now, I understand about this report. I don't have the responsibility
for this function. I have an interest in it.
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I have not. heard the final conclusion on this inatter. We have a
man from his shop here as a backup witness if you care to call on,
him.

RItesojitntivo Curris. Let ine ask this as far as your shop is con-
corned. Would this not hell) your organizaLion if this would get you
better in formation (nd niaterial?

Mr. MucGunmt,. Thlmere are two sides to this question. At the mo-
nmion, we are gettimig good audit service. That does niot meiin it cannot
be improved.

'lhore is a long slory. We get, it in business-fle I)m'eient officer
versus the tudit ollicer. Who is tei final determiner of different
opinions?

With a standard set, of cost principles out, I have a feeling that
tliere is it possibility we iight get some more benefits out of a single
audit agency now. It is the feeling on my part and I must be fair
about, it. I canmiot in good sense justify tis feeling, but I intend to
keep raising tim possibilities of it because I think it, is worthwhile
exploriing.

I aum not sure we are ready for it yet, but it is certainly some-
thing-

DlEAY IN MAKING DECISIONS

Representative Cuirris. It, seems to me that the GAO criticism was
well founded and certainly tlhe three top auditing firms of this country
that were used concludedthat way.

This is dated November 19, 1958. That is the thing that is so
disturbing to me. Over 14 months have elapsed and no action.

Mr. McGunm. When I return to the department I shall be glad to
give your question to Mr. Lincoln who has now succeeded Mr. McNeil
and ask him to supply an answer for the record. I am sure that is
one form of pressure.

(Thie material referred to follows:)
ASSISTANT SECRETARY OF DEFENSE,

COM PTROLLER,
Washington, D.C., February 24, 1960.

Iloni. PAUl, H. DOUOLAs,
Ohaiviman of the Su bcommitt tee on Defense Procurement,
Joint economnie Conmittee, U.S. Senate.

i)AR Mn. CHAIRMAN: When ',Mr. McGuire testified before the Joint Economic
Committee on January 29, 1960, he was asked the status of a recommendation by
outside consultants to establish a single auditing agency. This question was
referred to the Assistant Secretary of Defense (Comptroller) for response.

This recommendation has been the subject of considerable study. There are
serious disadvantages as well as advantages which might follow adoption of the
recommendation. Although no final determination has been made of the Depart-
ment of Defense official position on this recommendation, there Is attached hereto
a statement concerning the problems related to the recommendation and the
advantages and disadvantages which might follow.

Sincerely,
JOHN M. SPRAGUE,

Deputy As8stant Secretary of Defease.

STATUS OF RECOMMENDATION FOR A SINGLE CONTRACT-AUDIT AGENCY

This is an answer to a question by a member of the Joint Economic Committee,
Representative Curtis, with respect to the status of the Department of Defense
concerning the recommendation made by outside accountant-consultants that
there should be a single contract audit agency rather than separate contract



a60 I MP'AT 01'0 I11FINS H1~141101110 I 1FNTl

111111 ft' 111 44s In i lt% II' I -11V44' i ttli ll'l' ill iki 4l Ht. 4rIII V l'4'4414 111111 if 1 411 41

11,1' COW' I1 10 ItII ll lo1 14 1411Iit till '4111111 t41 '4' t'''l i o 1134444'llum144't1 41111-
01114 4(1f tilt' 111111to43 i 41r 4411 III t'41111111 11111 NItl Oi1w I IIl ttIg ocI t1igo IIIt I t'll
lixe~d-p~ l"i" i ll I'i.'I its 14 Iits1 III 11114I-11 41' (Of 44 COM 11111 i 4101 tiIt iilH'l'l
t.%' VOWt I'll0 t. A III oIg olf 4,411 t I'l l'01 4' 010dH IN 111 ..(1.1 %%lilt I-Olmit4.1 11)
VilIIlt, i$i I01141. (t'I l'4'1444'44'11 III 1111M. A ItII 44 Vg I 414)11 1 11 ll Of ')44 lW !1 lit4141 11 W(itl-
lilee't iiI ll'I 'lk I 01 i lu 1441.4 I4''114144 1 11'i 4 114. 'l'hl 4414 vo l i~ItI 01i1' 4Il 1141144
t1441 tif I444 111 1 0 414' q-41414- _11411 1111,' lit I1I.% 4111 144I 4Il 11 11HIM fol41.4MI1114111,4141444'111 Of
11111il 1.11 410'H Itlill %'on( 1i %-0 , lilt( H 111 441) 1111011 .4111111411 .41 tit' 1411110 , lit' 111'lm' it
SWIM14 lilt(4 fill 1441 o lfl i 441 tit clVl' 0411 1.1H14I'o 11m,'l 141 litIl %.11 m II l Vei'I04 I'4t1'l ot'i 111i
114414 14 '1'411111'04 %lill-Ilig (Il h o i 4 41 %4 tic' 1411'ol114111 ic .

0N411111-let 143' itili 44 1~4'0t41' ( i1t lV Ai 4the til l 1 11 t 4 14'41110 o I I'1111 3' 1144144'4by Ht
411' Oti'l t141 1111 4'l l 111 1 toll11 lo I e ic i lt (I 1' 11111101'ti'1-y 1 I 441 T't h e~
olo till' If fei on414H1 No 1t mi Illi 4111111 1g (1 ' 4144 (' 4111t'tt'lll -Im1 111111lt' li I.N1 11141111

11111110111 111%ttl11 14 m il 1 1~~ 41' 1 ho ''11 Il 41i I-O 4ll H44O t 114 M O l'l'4l11 P It llt jlilt44I 11t

teill i A I'43' til41 1114' 114'440 11 olloc'1t il1t4' o 'l b' Aiv.1( ll' lI I4lIII the4114 oli ku itil m li

io 1tl'lrct i l og '('0ltl 011 mll410t1 13 iti l AiHIrI po '4't'4' 1111' ttl II 4I oi I ('444 114

t14'lh overimtoo 11141 on11 tratI~iti"111 I I olI ilohlt11,1111
Igtho rolllllilltto llllttd for of (ttil)l 1141 1olI from Ott Hlii

flolw'i of1144' th 14'4f4440l1o (la11 Hl' 441'r tic '4t lei14't-410411to '(1'441' (I4t(%4'11' IIlint,

mot' 144 til i1 wh ll'lt lte lit141H114 (tll 111lrellg Ai4'lf'ti41Ill41441Mloiillg mWtil or4
the l i ll'el t of1111 el' 143' 144'g41111 01411THo i 1tt'411 I A'141114411' '0$.11111

The olifes (1.'olltril') w111 mtlio t' it fl441111144Ior t'MIIOCIizi3' orIlI V'

11101114 ~itlIi we11 .prllil liers of thilt-Amlitilt llgtleflry 11(1llme 1i'~0111 41'-
tn)IaIsx toree the ilr't' l411try eprll4114 Aoitl'tltlt 1 i( ol4' ittiillito 111114114
euso li' tit 1111104118 t 144ilile hct'o rt'4114c1 l 41i 4 lpr1'4'441441114'4to111 111(o 1011410 14

(T he rnenda on iu&'stlou 1411 1101 1 tllit' o hill;1 meri-ti1 from111141 1141 11411411

1It 'of ildle 1m(i0i~l141ll e1l'('1 1)41 Ir of illll 411 1 olo11414tt work 1'444)11114'I Iiib414

In tit killniol o ths ilreIt 14111111)1 n11o114 w is~t 141' cullggmrtl'1t(. For III,. nec10,
st frg the fortsn af adequa~ltet 411 tieromen14lt $co by hing' t1 1)ot e llto-
dtor) h rve 'ists 11 eotrctorN ralet.Au irollll l 41141 44tvms HlI),. 441'm j11trocm
dures lettersno se 3 it~t ser ie of 11i' threel W1141 11g4l4(11' lt grol1111141 oil
thev 1-4 tilt eie lmdth ishl fi 1111f41V11 (l441inollt'1-1e1it tn. 111111Ktl m

( ) A l1monJ of lr(le yneg til 111ti% 11113th on I'll''411t1 114 I a it's.rt 41 11'
he Preurtetielt titIoefors liinoyetan til t 1141'*'(' 111114 i.41t1114 11111 11111 ('(4114

mntio ortithog 11" creatwen of o 41 sng (itrltlt ~tit, 1 11(3'. SilCI
of latencys wOl heN4llred t114 .4oldler th ecllllienl(1t1ir10d1V1 ofll eseell('Mill Itll-
,It to IN tfaivient ari in t1)11 leases $oeah Ient tlnbl l eei'lol of eAI'li
or ue nc Stk rmthe Nar. nd t l tt114 1111141c that moighrd t le oved byer monge

C'ons th adto rinea pilll ervls ofrtocllreniet ottelelnis of11 nielrohrene mlta
fl;.astit h he iltr eatentstni itl ftetc ti~. ldm



IMPACYP 010 DI1,'IfIfNJ4I1; 111MC11111001,11SI'l' 35 1

W111141 1111101 111114 1141vil aveoltilolltilied III 110H (Ilrectloo, hirtlim- lorogremN IN
1,41(itill'I'd 1111-oligh J11111C Work In di-velolihig mid esUdillijbIng litilform provisre-
IlIvill proveffillfiff 1111fler Ow leadi-i-slilli fit' thot Awilmlatil, Heereltiry (if Instetimi
(141111111y 1111d LogiNtlem), (11411vehilly 11irmigh tim "Aritted M-rvit-f-m Prociii-viovot
Ilegiihilloim." Ali Imporlant reumil m1foli wtim thiq liomwive tit it compro-hommlve
rt'gillitiloll covi'l-111j; volill,110 voHtH for lifif. by 111.114,111.4-Invid olliverm, voittract mull-
form, 111111 voil I I'll 0 orm 111 111-14-1119 OXMI-111-11-11 Polill'110H OR %VVII fiH vokil relitibiviie.

111vill volill,1111H.
(11) 11,111-cristilloll ()fit F41 light coII I I'll 0 1111(111 figelley %voilld lint I'd-11111t fit Haviligif

In fillitratilig exiovilml," (of Ilm 1111dil, forglillizillioll. 'I'llill-ft Wollill loot jiltit 1114 loally
('01111-110 111111110114 11-4111114-11 It" W(t llfoV bllvv. 'I'lleve Would 1115 Im 0 111111111tioll (if

(11111114.110oll of Illidit effort, Ill voijIrtif-lorm' joltioln, lit-unuoitt %viv tilrvady lifivo it
H.1,1414,111 1011tri'lly 1111're III it shigh--morvIc(i immIgiiijivid of lilidit refiliomillillity fit
IIIIIIIIN prolillellig till0m, voldrtivIN for livit (it, moris millinry elfspirtmeotm. 111hort)
wolild 1114 11(lifs Folvilign 1111-11tigh rilari-fingisiomit for aimtrivi for reglotail wilitr0fiory
(1111('1114, 11161,11111411 lilem, olliven %volild HIIII lilt I'villilred for Ille Ifiteroill-1111dit oporw

tiojim (or III,, iiilll(tivy dolitirlitimitm. TfilH ham livim dideriolned thrinigh mttidy
orIll(tilol-1111,11F41 NvOloll orillo 11111ted HIM(,".

(4) Alwil 111111ol-111111, IN the vVIIIIIIII11111 (it Ilito lifflitlet or 11 filrigle (-(III-
trilel'-fludli, ligelley Illjoll Illo prouilreinetit nellvIlltin (if tho threo oillitory depart-
IlIvId". It IN III-1141ved (hill Illit remit or eviiii-mizatim, woum to(, fumnirtitifict, (it
tho Mom" I-OfIllollit willeb Illive lown Imill, up with proelivettietit offielfilm thrmigh
long (Iffol-IN hy provIdIlig 1111dil servle(o to l1win III llitsir own delifirlitimit. mjo(!r
1-11f) tv1IIII lipproftell. U IN trile that dito prov(iremmit offlettrit III etteh itillittiry
d (I adinent, itro mervIc(id by contraclorm who perforin vontraf-Im for two or inore
jillvilitry dikloitrimmito ((ho mitiglo mervIvo witill, immigmijetit), It lit midermtood
01114 111,1-1111goillolit In not ftilly snillifavlory tilthmigh It IN fieveldvo nN lit-Ing im-
livolillthh'. It 111)11(.111,14 thill Iliv proldvoiN here arit looth front the mtotidpoltit of
reltillon" lietwo(in contract nuditorm wid procilremerit offieltilm fill(] the (II(AmillIeR
of obilillillig lillf-illillUt H(41-vive fly tin oultilde iogeney with respect to proefirement
provedim-14 which Ilr(I peculiar to Oio jull1lary flepartmentii convertietI. Mod

reliMmiN h0wem votilrad miditorm mid lorof-tirement offleltilm idjoidd inefin better
Colill-lict priellig Ivith NlIvIngm to tho (lovernirimit. Therefore, the (IlAntlytintagelf
from poor reltitlonNhIlm %voWd inake It midemirablo to havo a i4higle contritet.
itudil, agi-jivy. If tit, Nome thno III tho riflure there IN created n filligle qnpl)ly
or procill-vinvill, orgillilziltion to mervive till Ilirve njilltitry (U-portitientm, It would
Im lippropl-1111t. to Illivo it 141ligle voidritet-nutIlt tigeifey ljortillel it) thin ceritrallza-
it(,,, for prom, rvinmit.

Tho Ntlldy by the olitHido collmliltanto bill# remullod In Idefillfientlon of contriteV
all(Ill, prolilt-111H. differetiven of approfteli toy oil(- contract midit agency
tim compared with mother, will we b0leve It will be pomkible to nehleve further
Improved resultH fit milform provedurem thrmigh leaderAtilp anti gtildrittee frou,
thp Ollive of ANNImlittit Speretary of Defenme (Comptroller) with the vooperifflon
or tho vollfroet-flildit fig(kilelex (if the threo inilltary departmentm' It IR rorojo(med
to direct, our efror(m to neblevelliont of tIIIH objective. We Rhflll alflo Colitintle to
woric %vidi tho Offivo of AmitImInjit Seeretary of Defenme (Hiipply and Loglittles)
In I'llvil. vlyortH to lillify filld Hlinjilify procurenjent proeethirem (it the military
departnimitm.

Ropresonhitivei Cuirris. Wliftt we are doing here us a form of pres-
sure. Also$ )n Mrsuing it I am p-yilig to figure out where pressuvt
iiif - i t i

fit , , lin the organization to res st.
Your Hhop could use or gain a benefit to a large degree from

)efter auditing procedures suel as; recommended here, then I think
your shop should lie] put on some of that prewure.

Mr. M(;Gtjiith,. In Tail-nes$ to you in answering it and to the other
people who are charged witli the responsibi it , will say that if he
cost nciples had been out for a year and we ind experience on them,
I thillilic I would be in a better position to say whether a single atidit
agency would be dcirable. I think when these are out and they
are u.sed and we have ground rules, to get one audit agency ought to
mean something to industry. We are talking to the saine fellow all
the tinio and we tire loolcing at. the Same kind of report. This might
be helpful.
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1There. lma bo other internal rea~ons 1 am11 not. 1wilu'e of for haitving
au1dit, agtieesk" in eachl military detpari tent. 'I'lieso anld figencics
do nioro than just( figure, ias youi well know.

t'OM PEAiT11N I N IIEMEAI!! 1I A NO) DEI11,0OI'M II'IN'

The0 (111AIRIMAN. j1f I nmty atsk one moire qluestion onl procurement
find ont raicts, Cho Conipti'ohler General inl simuanurizitig 111 inveati-
gadt ioul salys:

There Im at nved tto obtait greatter mnaipet itloi lit airding cohitme(ts to suply
the li it i the hiepuartaaaeuut of Illea~e iii 111'i'totat etTL4'tlye i'oaIaiu't tibia
gives greater immraie (hiat the (lin'eruaaet will recve 111 tfil e'T4'tIve iiai thtaa'iilile
plioduiet. litit ivasoiblo tierlod of C11110 lat the loWV14t prl( -. (1Ioaapet It Ill C110th
dt~eIil, rtvmeaivrel andai developament t aiges sihoui lit' he fllilt sit ied, comaallilvi' faim's(
1111 to thoi proalluet toll Rtagi, Wiclh Would phice tOw (loveauaaeaatit Ill Im tie1aavaaa-
tilpgeoiaH limaitioll oit blcig a111e to Select, ilae iaoit mlisfi('toay IWro(hia(- aavalihablo
to 4at isfy' INs liteds.

Now~, do youl agree t hat, thvre, Should be greail ci competition of t his

tr. NilcO u'Il, I dlo not, Senaf or. T amn not, I tikcing it negadtivo posi-
tion ivii IsayIhiat. I Illt ink I nientionled ot'arim ea Ilat, we Setlil at copy
of ever colit rict to f lt Comptroller (enceraill. I aml iif ornied0( t hat, we
havi~e, 11iCveY had it contract come back to uts with a statiieiit Cliat this
should have been placed by advertised lbiddilig 1111(1 not negotiation.

I don't. know of- tiny stuck record I Itit we have.
All. BANNFMMAN. I doiil't know Of It case.
lelpresev~utativo Cuirris. Would thtt be the kind of thing that the

Coniptriol hr Golerill Would Saly
Mr. BANNEWMAN. lio would be examining thie contract,. It would

seem to me that. might be theo kind of thibig lie would hanve an
interest in.

Now, this is not said defensively.
Represent lti ve C uii'is. 1 appre)I'it d that.
I ant just, trying to figure out whet her the Comptroller General

WOld l normaulyl miaike a criticisil of Ihad., nalt lre.
'The CITAIRMANK. That is just the point. now many, contracts do

von let, inl the course of a year, several mill ionI
Mr. l3.tsvicu.mx lrta iS. correct.
Thew riiii.x.Te (comptrmoller Gecneral ('011(1 -samllo probably

onlyv one inl a thoii-and or one inl t wo thlousmii. H~ow (loes tie, fact
thati the, Comptroller Genierill ha~s not ))roteste~ your action ill s-,C
cific cass mean that your act ion is correct?

Mfr. 'Melui. I am not, wing it, as, juistification t had our action
if correct. I t ryto give you my juh (icIt nit.

I amn poinitilug out, llowever% tiat ill the saunl)1liug lIot'ess, anld
recognizing thiat hindsight, might be shli'lper than foresight, I don't
know of any case where. we hanve beeni ritficizcel onl this point.

Now. I might be inviting quite a number of commnnits in this field.
Tho CITAIMAN. What you are saying in your very able state-

ment, is that. you find nothing alaurninig inl the fahct that 86C percent of
the dollar volumep of tile contracts fire neotiated ralther0 than 1oin
petitively advertised.

This is whit, alarms some of us.

IMPACT OF DETENKE, VIACICURNMENT
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Mr. Mc(;t lUJ,. I1ttyb I am inlnuno to this and I had better put
myself in thl l'iglit, pIi'Alietive.

'[i CI iA , IAN. You atre Slipis I1sitiYVe.
Mr. Mc(',lujii,. Yoit ienatoned that I was in Atont;oiiery Ward

rior to going to (;overnint. I aiws I wi liIad of it l ge retail col-
Inidon, Allie( Sfio's. I don't, know of tinly coriterlt weV conitracted

for by fornnt I itilvel-ising.
I IIstsl to b)e tie ll'ge slt btiikt, lIyei'. WO1 uegot1itted much lheIsanie as tie teclu i('s we ulsedI il Worh War IfI. As a matter of fact,

I wItS ole of dlie first, iegotittt.Ot's in li (sOV'lllilllt ill the Navy
during World War If; I helped develop) thit systoiuu.

I mlay be itimine to it frotit exposure, but I r'lher are some of these
tings I jtsdo, 1n'1, t,1Iinlk you cainil v(lt'iise.

1i 1e ( IATIMAq. .1, tie Say if flie nyor of any American city
were to hi te li wilness sl 1tid find to say' hat 87 percent of the (to-
]III' VolniIIe of his collttlatts were t igot1ilit4( aid only 13 percent Sll|)-
ject, to con1iletitivo )idding, there would be sil(ch it popilar storin
tt, lie Would be oistld within i few nontlihs.

Mr. M((lclii.m. I think tliero woilhl be oil l tIhink it would be
ilopr l ellillo'. Blit I Woitlh point. out to youl flint, in his proclre-

tilIlt ( ritiit e1, (oes utot hitty iiihes iid lie does not, buy an
early wari ig sy"t'1i.

This is wlut' getsflue [10o, ls, th liese are the costly programs., I e
tlly ldvel.,ise oil hils lospitltils or for spot product q.

Tl CiAT(ItMAN. I think I tam correct, in saying that 90 percent of
tie colt'ril F i are ellgotiated.

Mr. BANNEIRMAN. SCnilt01t, tlit is why we explained that over 82
pei'cent of' tIlit, 90 percent, which is almost tie vast preponderance of
tlient, was the sinaill putrche linulder $2,500. So this really is a fictitious
figlle ill that seise.

Senator JAVI'l'S. Mr. Secretary, I think that this is the nub of the
whole picture,

I would like to ask you this question. If it, is true, as you say, and
I think you atre right, talit, because of design problems you cannot
aldvertise, your wea)Ons would be obsolescent by tile tinTr you got it
all stiidtl:dized i I everybody uinderstood it,, and so on, nevertheless
we aro ent.it.led to sity you must give uls a reasonable facsimile of com-
petition. Whitt is your substitute for this traditional way of avoiding
corruption ill (loveriilnent, not just corrption of the crude kind but
kind of corruption whether you have a friend or you like a district or
No oiitoi from it piace or youi used to work for a company or whatever
it may be.

I think that is what we are deeply interested in. Certainly we un-
(1rstand it, we are no chlihlren here, and we were not born yesterday,
either. We knuow that you cannot advertise to have competitors for
an enormously coniplicaied missile. So we say to you, sir, there must
be some other: technique in Government.

Unhappily, as fa' is the public is concerned, they just do not know
the way yoi (10 it.

Mr. WGuill.u. I think there is no question about this, Senator. Oti
of tie bad points is our public relations and the lack of understanding
of what this is.
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w itait I am tli a u itl(ll ut-vomp li , vq y ('11 tll li l I IV (.14% fit 11.1 llitout s
wo itire gAt I I g vol I v tCol. I)(I It I I I o I ItIN tisIII I I IN it It I ll 'l'1111 miIilotiu
00E111111 (vt oINNtI ims i Nl i II'% ooll .\~j jpI I jI j tit t I i lli NjI lik1 IpIpiHH tut

w It ig t I I I It EIi' I liti m.I I I INos tlwoit.III uli H ilo.N l it''Ili 1tiIII

011 V0o11 S01111 ionl to dwh pl-odilvili ld stkuiN fy H1. do Iik kI tiut wh Ito itVs
Spent hir lie' iiCot, like Sooitutu 1 oligt, III elitItItItI11ig 1itiutitoipid

EI~''tI~Oi it.~EI iI''IItti 'Ety I u 'II I'll Ii11, IV 111111 I IM1 Ii tiliftH Of
ltiuaiii'Cet on~l, to Xive1 uts ats etlos ait t'iiiit11(o i gHilhiHIt ti itd

NetiS, Its V011 eti it Wit ii itI lim tIIits Nf I)C ',E obt lN i t'ii. IItt, I li illk1
1.s 1to IvaI issilo. Weo kittw voilullt lit): I ItEhIli.

ll'. II N N t'ttNIA N. I NVOlll like to) (1 a t. P et'tik Itt. (1ai. q 4HiOll if
.1 maty, Seilti or. 'Ilho (fii. of i lit ililt~l is,1 IN, iNvoE hiii VI Xllau hImb.
fore, 1111lig (lit, nogol iated iittuiet tisa. pj-vt'e.y suIIaulfitut pe*.-

ttililiet ivu it ' ~N111 th HII III ols that. atdVertI tiolt ploo'( IE 'it'll(itim oill4)1-
p'ii biV( 1)11 Wutloo.l I'llie ability to iii'gpf tili it b0 Hill \tt vo WI'tir gett1iug

ki~p1opolsill. v'tti, anld hby our1 t'egtthatt iouN doIIE'N go't it vo1illio OX, ItuIItfiEot
otoawatrd. utletuidiig tit piite at. whitlle ll I o-n ts IIUN~l tit Ito

requelits it, ''llo Nt 0t. -tut'hat it lgott.itiouisI gotuig to bo talEi'rIaiketi
is publit'iZed through 1)eplAvi't it. of (1oimeu'co 0lititittiis ill 1tIVttilCei
of tIvhe ulooftiition. ''hle Itiluti Chat. is mlade iN StuIIstmjindy ails) piII-
lieizod. It. is opieii to thel public.

,noh contracts townisei'es, its Mr. Nh'Oline sivid, are seat, to tho (GAO)
A*Ind it port ion of I hem ttu'' titiditd oil it Spot.-t'liev'k basis, byv I he (IAO.

miont. petiotl Imw our11 t)w aulditors- -an ii(4lieoleiit. orgi'gtt/ttit,1
R1p11,11. froui t he coltract ug orgatimizat ion. 'hose coiiti'aeff; whiiich are
not. awarded 011t a, price coinpet it 141 b~asis because of tho design or re-
searech and developmeollt, aspets of thenil, lu'e also published whenl thle
awalrd is made,

'Tle cont ract terms mIid ('0nd1it-iolN, art)e pulive Iafut~oiillfo-11fl siject.
only somimfiles to security qualifivat iolls onl t:11 SpLNcifieit iolls.

vii isn ttempt. wiit soevo at seeey in, o, is 1101(1.
Weo Ilitl (le everything wI" cll tfivoughl)- reI' l'Cgatt.i)1s to) require

opeilOss itid Publicit.
As'Mi'. McGuire saNs, 1i'( will try to iiiiik& it clelr-('tl, tloioighgoilig

written statement of titi Mtat, w ('till pr)i't5lt to Youl and( make1( Very
clear for thle record.

Mr. 'Mc~um. Senator, niot. as an it-gunettive point tt all-
Senator ,1VvrrS. You may even (10 that.
Mr. 'McGuiiim. Thank yu
S eimftor' ,JAVIT. I Wo0ld be delighited.
Mr. McGmEu. But T hanve, had a little expel'i(nco with advertised

bidding. As a matter of fact., when I came down here during World
War IT. we had some adlvertisedl b~idding and there were a subst-antial)
number of cases that I participatedl in where we bought cheaper by
negot iations thian by advertising.

IMPACT 0V
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Sontitot' .1 AVIT't. I A. IllO I d ut. s n it'tIi ig lg U 301.Y I

Yin' I. ~t 'o t' ~ni nWO 1ny, 4)~lP1,41111 ftl 1 n11 1101 1 'In n - iivd il ltyr, t Illy-4)1
Hlons c11oit 1~ ml 111 1 g iU i t c ht%- v I it'Ull il oi' ,tIiIl.t11371 bli I Y l 4)' e t. It
wnnill I-ho11 vlttl 1)ot. U it'1 1 coui fi oi*' iti U ONIljltl iSys f.ind ' otiir

bos efill tIinl oU. i iht, ill' t.i oU ii' it U. %vnlt.Yl If.r hlinint tel of, (Inc. I
ml Il nie'n it.1 11i0 intl ion in which hot i fl011 piii 1110 1(IgOfhmwcon-

1111(i'nv t1101. I)tl(,i Ill.~~ II' U !48 1111'1 t Wt hun j i t .w l xj'iiI~n ,30 k o

11141 ~i118 tIto ('411i't if t tt II4 11 1110 11-ign1111. 311401 , hl.0111111P.
IItA.1Ulitt Co1i i IOh I'i.I1'~i1ii 711I~Og~ i 4) 10)41-e ist 1vif hit liciC Abountt, Ch4iioowr

t Itt 1 itfit ' op-ii t cciiLl )oi. oiII. it tI' t vin go mightyl rare f o ei'l-

1.tia '. ' i%'tt v itt It i'gli(I w~ifti tint t)(Irellse ci Utcf It(1 t o 1 e (x-
pot10-n to Ii vo finodic dty. TIhi i.4 I'l 14i 1,Itafon. 1That is Whitit we
wvlit , to It 11()% ii t , 1if. *

NIil'. BA NN iIMA N. Y0it iUtiPt ioiiett Ilaf, ill fheqo ofhiet Cotiinyiei'eial
Orgaliilttiolin, din boss lit it good viow of Whitt, is going oil.

1011111t O .1AVI'i8. No, I sid it Wvas co fpeiti U litf gavo 3701 Choe i n.
Mi.. Mo'( I I)tR Obvioul~xy, if 3701 buy3 you11r goods; wrong anid you

htavo t o I''lt I Item Ii ighec. y741 ji P4 out, oft comtrflfition. 'I ti-i' is no

tlj'nn 1. eCi''n 'I'll (if is tOlot whole U'l i n
Wha1t. Owtt Set'o 01 is 813ilig, 1111(1 1 (10 floftie fCo i'epea-C it. l)(waIIMO

ho( S~titt it. bfet. t' fitin I coiitl, butU, it is So banke that I tb intc it. deserves

'tiel0 is 1)t~ 0111111 infi system ii the Government. TIhe silb~filt.Ot
foi' Omit coinpef itivo sysfemin l thet Governmtf, of course4, in our prep-
iafitoli of hudI(gef.9 1and( Sertenin g of budgets and so forfi. That is
hardly 113 adequatte it method of doingg it.1

I 1 ight 8113 oil thuis adlver'tisedl bidding, one0 thing flad. deserves
some1 exJplanatfion, antd certainly is fin indication that'advertised biti-
ding is it better system in the Gover-nment., is then per-cettage of partici-
patiI oi' gaining of contracts 1)y small busliness as at percentage of
ad voi1.ised bids1 goes il ill relation to negotiated bids. As the percent-
age of negotiated bids increases, the participation of small business
groes down.

Mr. McGun. There is a partial answer to thiat, too, Mfr. Congress-
ian. TIhat, is its we bul1k this 1)usiness, where small business can par-
ticipate, these comimodities fire more stsceptiI)Ie to advertising.

Representative CURTIS. That may he, and at great deal of these kinds
of things, sure, advertised bidding dlepend1s onl good specifications,
and, boy, I have seen some specifications rigged, too. There are ways
people can. do these things. But tile process of advertising bidding I
am satisfied in the Government sector takes care of somec of the se
problems wichl we are worried about onl being sure we are getting
tile most for our money.

1 ~ WK

IMPACT OIP 11110CUUMMIONT



IMPACT%. I t ii Nll l'IHM it '1I E iMlNT
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010 .6111 1111 11 A" l ilery r i tM d 0ixidf111. 11il
Ali% seta M ulye w'' i ll (lil(h-'11 (1(1ili, 1 110llig e'i'dfo
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Y011 ill miti i o il 111141 O Il t 111,41 i l A(ih 11 - tlo(1w.

that~Ni~w~. Mu'. Com0 ilis, we alvei bee111,n,1 20 worr abot; thallyo
w~~ just as the Smal( w~ol oiiues om itte .Asaeuloor

new ~ ~ kitys I"e tiont of ou rou'nun.reuaions oig sbotracii fqmting
policies and hr view. 11,vllao(1110.,IIA olllt vt ht

prbhis fet rqis tha ltl contracting officeriniteres t10 hemshlve
in01 Wthe1 cours N of both Wmaki t ontrac t, amisten it , initdl he(
11111001tract ors an ~ l ;'ld 16111ne thttrIhteatiin ofVN coeition th14at11
that likw's ossibl Wceistaih b111 v thGoennt

Represenlt ltive Cvrnirs. Is it1colelo a reulaion

Mr. BA~X M . Cui art \of he ared serrie pocurmenlt o

rhisation scoring cotratin olies~ offtes Deprttmse s
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(4IV) whilo4 43('l 849111114999449('4.44 co(.m-'rtil; are' given f9i9 eq(uitla4le o1pornitilty

(v ) %V134'4 43er3 4,4h4 c'9193rlef'o1 o3 intijot' 1414499314raetfirs Jropowtord to 911, work
Inl 11411934, 4194' ii0i1tii' of willif'1 (1444'rr 444gnificant934 y fr,99 their u(iio i -plant
oi4orimmis 4 o9494 (3' 'r wiV34 they4, fit- ot hi9sfo444r109 4ly 449944((;

vi) w139'419('1 499'0(iefl4.I4 of tile' Item41 (or pe4''rr 3413'400 of tile work will ereO-
at4( It re(41i9'09910934l, Other9,4 directly or Iilr9!(!4.y, for su49i1t4(,411 ta('iles"4 to
be frimliml44o by the GJovernmeno9t, bly tile coztractorr, or by stibcontractors;

(vii) wlwtlwi' tile contractor ;.ro34i9e.' to u9se aditiomnal (ioverment-f9Jr-
19i9419f! fitolli he..; to (4I) a ty'po of irk lit joint for which there 1I4 capacity
elsewherIe (not requIirinlg Governmienit facil ties) whiebh Is competitive In
quality, delivery, and9( overfill costt, 51499 Is acceptable as a wouree to the Conm-
tractor; andl

(viii) other factors, sutchi as the nature of the item, experience with Raml-
lar Items, future requirements, engineering, tooling, starting load costs, mar-
ket colldition9, and the availability of personnel and material.

After agrceinen.t; on the program Is reached, the contracting officer shall notify
the contractor as to the Government's approval of the program and shall Inform
the contractor as to any requirement for further review during performance
of the contract.



(di) In eoot rit" reloliitilig front ilegoi ilotin ii whlit "iiialv o1r fifty" review
has been tutiie findl ogroiienlt reilled tiiereoi, 11111-81111it1 to ti') fitliomi, Ihero
genlerli3'y Should hle inlellideil it jiiirintito flof11)1 il'n 14) th le (ioieriliiauit
fit ildilvne of filly proliomed ehintige to fip "iin~ti o1r buy3's pri0gflu togthter with
Just tieittion thierefor. Whieie not titteit ion I" rt'iiui rd, file folloWilig 0eliiuso
shall11 be used -

tVIIANUlt5 T1o M~AKE Oil 1il1Y l'iIOOR~AM

"Tihe Contracetor iireem to perforin this cotit110 il, 1ACOMIC Willdln ih t10
'milk(, orf 1m3" jlrogrin atlte di to tIN -01111 eoiii~ tt x Ipts liertt11iMie JPOVIII'd.
It thlt (tont ri'o ilesirts Ito change tipe "miiihu or. buy'' progri-il1, hei 1liti II lint ify
file Contiactijig offie-r in Writinug of (li' iroiiomedu cliatige ieiiiiiiiiiilily lii iiii'itiit
andl 8111111, sllblillt justitlicutioi lit Hulih.iellitt detaill to pe'rmiit evulihioin of tho
piwoo cliaii1g. Within respec)(tt to Item"i defe'rred' lit theu 1 line of nlegolilt ollm fir
this eolitract for litter audditions ito tilt 'iiiaite orl buy' progriun, tit( ConI ruiutor
01ha11 notify tuej C011tritItng ()flIlct' Of V1iu01 1)i-0j101401i tid1](111 ii1 li If( (411-1it04
lltl14sihie time, togulier Witlli JustlliatilolIl Finllicit'iit detail to pt'iltt eVIItii1011l.
Thet' Contracetor 5111111 not, Without thet, written coiisit, of f lip (out ritetig Officeer,
iniikoe tiages or odditloiis to tile jrograii; 1wovidcd t hut Ill. his uIlieretiii, to
Contracting (Mileer 111113' ratify lnit V(log filly' u'iiaiigV14 Or 114Uit ii iuil MII'
raltitfication shiill toiisteit tilt colisent of tile ContIllet lug Othler required fly

ult't'llltt toi be lilditl itiu ) lioriulit'u with1 tit written toimet'i or rit llcatloi iby
t Ie Contracting ler.

(e) Approval of the contractor's pulrci~in~g sy44tC11 (AS1'It 11-9031) MIMIi not
beconstrued As, approval iof tho "makie or buy" programki where suchl Is required.

34M0~ )1~IiEW OF S-1ltONTRlACI~N1 AND) CoNT''lAVI-i0itt' I'll 11011 A14INOl RVATENIR,
flXaIIIlnat toili(ot the Coiltiletor's pureili4lng iHytelin findt p)11118 for I41111 ofileffu' tig,
review~ ofiliPt' subeoitract sourllcts and prt'u'ts i liih light of tile,% ictors
inflicted lit ASi'i :1 9011, and iliselnsiolt.4 witli couilrat'tor to bing abit anyi
Ildj lst Ileiils which iilly bie nleoded, to clear (tol waty for fo'mi suu'iltraiel lii-
proval, s110u11d gelieralfly be i~'olp~ Ied1) pita (if thet negotiations of tile lirilieo
euiiitruct Any resultIng plirclilsig systell appi'oitis flly bet granlteid betfore
thet( count ract I s exeeltu4A.

.1-4903.1 Contraict Csatie.
(a) The prescribed tclauises, coverig Goveronent t'on~enl to t 4 ii(onii eit s, for

tcost-rolihublrsemnent type contracts tire set out lit ASHil 7-203.9 anid 7-402.8.
V~xtvpt where dlefinite mied final eu tit oin of thle eoiitrat'tori . mub'olltrietlng Is
acoomplisheod tiuring negotiations, tile following t'imAue (unles modifilit' in c.
erdance With (b), (e), or (d) beplow) s1ha1l be Intcluded ii fill fixed-price IncenOi-
tive and fixed-licte retieterinabie contracts where-

(I) it is antlcliated that oiie orl more~ sili)'()Itruts inliy eacsh ('x(fets
$10000 or suchm other figure as Is to be Included in (b) (11) anti (111) of thle
followving clause lil iiecortiance with (c) below;
(1I) the work of tile prime contractor, or of tile planut or divitilon of tile

prime contractor which willl perform tile contract, Is p~redomlinlantly for tile
Government; or

(II1) the t~clImate oltract priceIs $1,000,000oriimore,.

SX711OONTRACTS

"(a) As ued Ill tis ciallse, the term '$llbeontint' imleludesi ptirclfle orders.
11(b) E~xcept as provided In paragraph (d) below. the Contractor sholl notify

the Contracting Officer reasonably In advance of entering Into any subcontract
which.-

"'(t) Is on a coat-plus-a-fee, time and material, or labor-hollr hiasls and
which would Involve ain estimated amount In excess of $10,000, Including
anv fee: or
"1(I1) Is proposed to exceed $100,000;- or
#-(Ill) Is one of a number of subcontracts under tis contract with a single

subcontractor for the same or related supplies or services which, In the
asrmresate. are expected to exceed $100.000.

"(c) Th*e advance notification required by paragraph (b) above shall Include:
"MI~ a description of the supplies or services to be called for by the

subcontract;
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"(11) ldoiifleuit ba or tao JsropoH('d sub~contrac~tor un iwl l oxpliiailtiosi of
iI'lY Hildi hiow' tfie ill-0(14E.9(f subcontrsator waIm 140100ted,1 Inling tho sbogree

"'(111) (110 I.rW0(14111f 1411('o11trac(t p)If(o, toesthe(r wvitha tfo Conttractor's cost
(or jirle iv a lllf4i thlarsor, fIncludinag cutrrenjt, comiplete, and correct po(st or
p~riti jg da1111, lj('9omlpjlinled by if ('ortifleato from I ho midlwohntnllctor, fit suchl
formits1 (lao (lotitaaeini (Jliver may Jsrviierill, to tlao efect, that all cos1t or-
al,1-lig 41ij0 1111"i~ hvl'91 ('95a141919a'9'9 toy Ili' stielrat- iilo' lit prepn rig Its

llr9111 11 a thlt 14ic0a (1111 alIt current, and (1 Jan; beena provided the CJontite-
tor: 1a1141

"10 idet'ifliat in of tlata typo of e'(saI(t prf~o14t'(l to Ito limed.
"'(d) Adviiao not ificai 1 bn of slst'ont ralets, as refliifrd by paruigraphi (it)

liliovi, ao iot. reqiireil f'or fifty muiiojlat et (1) iaot oif it cost- pl nus- fee, Otot
lat151eral , or- iii latsa-hlir loaimI, If (lao (onsat nihg (Jilier b19a li rItfng ,aj-

proivi'i thlo Con a 'Itor'm psurchii1 jg syust(' an 11t1 lo Pub15(ojntraclt Is ithin tlae
filial (st bu of' 141101 appsjroval , oi* (11) cons1ented to lin writing by the Clontrmacting
Ofifc('r n" 11 fsiofi(5me'9 AsiII('Iit ratt pir1 t hela exem(iati of11( t his ('ont riit.

((0) T1'ii ( Olit i-iit00oi siaiiil jiot, wYihout (lao prior written conmen'It f the Cjon-
11,ro4l hag (Ofi'er', 1 ''fi n11( ' iiisfrict for' wiam uavaive n's ut iltat ivn (Es ilii.
Coaataval lig Offitm. Is required Isy thin1 ('1111140 iproidett that, In isI di scretioni,
thlao (li isit 0ag ( ill. omiay aat fry lit writing fifny stiscliinact, iand macla ratilica-
111111 1111911 v9'mIlist1111 tlt(. ('i 91141'it. (if' l(is Cotailei ig OffIcer reyliti roed bsy tis; pa in-
gin jala1.

"f) No coswcit, by tho (Cosntact ing OfIcer to tay subicontrnact or any pro-
iionm~ i'i'(5i' 01' sapprsovual or tho Cohata'actor'A pulrehiaitig Fiy,4teh5shall Iso (- n
Hf 111991 Io lsa if (l't'aajl 199111i of' I la nel'ofs ufi ity Eof fity itb4j(eoit raet psric (' (r of
f1ialy 1itiarsitiat piiold iiuiilt'I' jill ji3 uHiionajle't o1' tos r('Iove (lie Conftranuctosr of anuy
re'i'sijasbfal I forlst pele'IE1aIiii jg thbs 0(5(11 ;'at, tajafm touch approvalI or cowsent
mpei'flcjafi3' fla'id~i'm El horwvime.

1(g) ima (Contrnactor agrees tlhat no( miiali'(sjtrafet place'(d under (fafA contract
8ltIt11u11 9f 'o'f11 p o il .Al.p llivil I. El ia ('(914 -sI #It Si - per'e I jig(-- Ef-E'(51t liii i .'

(h) 'Ilfae Ai'it mot49 141 ojI Iai (it ) aove mayfl IsO apifijii'ojfttly modi(fiOed so0 fla
JItfo req'jufre Jai vilaw ja't otifffcat ii or,~ or (Ejo jat. to, fifty ilw(ojtraj(tm whif ci hanve
faocaal j1(ifialll!y 111111 finally evalfunated during negotiate ians. In this respect, the

tli1149jjay i aaaft, jilflijla('( ~oli flat lim thoeaelcdr to otio or mrraje pa ribciaar
swi9((atraatj4 (91' ('itiNHO or Hstoltrla(tls, or may, In i1ifvidi al camps01, Is tilored
tos 1i1111aiula or p1 iartic'lna' e'1jllulistsanceem.

(e') li it si'jagritjpil (bi) (If) find (111) of the Mlmo set fortha In (a) ahbove, a
lower dllar amount aay lbe fla1ert(Ef In ]lft of $100,000i( where ft Is Edeterminied
thait ('lomea 1411rvefilnc io f Cs? 4(ionatietjg Is desiraoble lsooo usie of the chaiiracter
osf I lo findumtay Involved, tit( crfitical inature of work wiche will probably be
mtlls(onaat'1d, tlie jiis14eflere of 'omlpetit fi In lelng tlie prime contract, ncer-
tafiiiij'1 1114 to itae fl(eqjily of (lao conitractor's pujrohaing symatem, or the novelty
of theo supplies101 or services be ig procuired. A blglaer dollar amount than $160'.00
niny lbe fasei'ted lin paragraphs (hb) (if) anid (iii) of (tie (clIuse whlen thle, insertion
of' tle higher aniount Isi approved at a level hifgher than that of the contracting
offlicr, its preoi'Ilsd Isy the D~epartment concecrnaed.

(d) 'Iho c('rliffcate preso'rlaedl toy paraigriaph (e) (ff1) of the Mlause above shall
iso fit tlac formj Aet forth In ASUl'l 3-807.7 appropriately modified to reflect that
It Is it ea'tiflcnte to the prime contractor, rather than to the Government.

9,l.90.9 Con8ciat to Rjibroptraeta.
(af) TPhe ('ojlractirlg osfliocr's ('(st,'0ft to Nllbeontrnflts required by the clauste

set forth In ASlR .3-003.1 (for fixed-price redeterminaible or fixed-price incentive
conltracts) osr tlie c'lause set forth Ini ASPIU 7-203.8 or 7-402.8 (for cost-re-
imfinreient typo colltratet1) shall be accorded by Individual consent on
Siilsoontnlt--siileohatI'II('t basis11. However, where tlie contracting officer bas
approved the contractor's purchasing system, In whole or In part. such consent
Is not requfi'ed for subcontracts within the scope of sueh approval. exrept as to
cost-rlirnbursernent type, time andi materials, or labor-hour subcontracts. and lit
(lie ease of cost- rc misiirsemon t type prime contracts, subcontracts. which pro-
vide for the fabricatIon, Purchase, rental, Installation, or other acquisition of
any itemn of Industrial facilities.

(b) The purpos,s of subcontract consent requirements are rimially best served
If review and analysts of the contractor's purchasing system and of his proposed
stibcontracts are carried out In conjunction with negotiation of the prime con-
tract (and concurrently with any review of the contractor's "make or buy" pro-

i~~r""~- '~1
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Fl ill ill~l. l vi t lVl 1111 4% b I 1 l1111111I14 I till d ivi t il 4l v ilt111 t'Il-'I III'
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itl'011 01 01ll'l 1110ll'111'sllt 1410 1Wt t'ic 1411i11 1111111 11. II 11 II't111t I11141I I

I11 If till' 114%tr o tr' ti v411t11111I 1111 11011i 1111,11 1 ly I lt ' 141111 11 11414 ' tll di'ten'm-li

IM ro lilt'.%m f vl , 1lll'lllllli y h 1 41 o1 o'1t 1114' 04l141 1114m y w lit41
I 0lev lu te heeiliX N 1111101t ' (I 1f O 111111 i1''4M il ol il t il 1111141Ilelll e 4 ,411.0 11(

( l I~S I oN% 110 144 Itdi'illT gle ot,'o4'I.'1

( V) lw %\411 i tw ng o t'O litll llt, 1110 1mn y olll IsIlln itll'4lt '4111"14 .111 Wii~t'I' flly
o ie itOi 1 ' app opriate i t'1 411111'll 1311114 t 1o 1 till'1111 folow vnm

I wlithe t1111mil tii14O 1 111111011," lii I tvill lo o 1,1 h'Il.o1l br lC' 14 ('11-

11ailli qso whthrthin propose sbotatwillrq~ete114 fOvri

li iiil toe romml~ibllto tilwil prpos Smlil)QOilt1'Illo (A111-iveI 1-bl
tkmi o11 W11101 for tictll pro11ose11 11ilw0111 tct11 111111i~th egeo

till (m'tllm or usi om. f ly it, orl 11'll I'l llllril S 114111111 lIor 4(, 1111it01i11.ar-
awrmIulaet to wiet 1ilr loit or)vim pricidt are current, f lo v IiIpl e, c

ri'l l extent o su oratI'l0" suerision:11111)lieflallg 1111oilO
liltiX typeors of tintr .4s used 11111 Secinv 111% Part 4);lan
Wsavali. or esimted tot f e tn of 111 snbcit]ng,4 inludn prlocureleult of

lhreif TI In rvie o ju sllbotjt. "M frtli n th11111orouug fvilla~o lisro pfrindulrl11
se('tor when:okl~ovlt--smt(1 olv it lrm oiieoro iyo t
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(I) tll' 101-Ie1ee, eu ee 11c lori e i ll i-lice1 fi ig myFrl il (oi toel-ric-ccllc leeIiv e -encl
I II 1 - 11P111 ee ii l 'e'#I Ie 1111 jf0iIeI I it

1ii 1eiiiee-eecl Ilce-in Iiii' for Iffeitii forc u-u lcli I lee'-ri In flit voidn Intortmuceei o icer
ffreu I If.111I I-i#ei l ii i f i m Ieee I t 1-ii(c'.14 i,1I1 witi, I ii I if 1 llif l eiP

(i11) 4,11e4 e we' v' eip ore ecieegece'eINec leeieei ccun or oeuvcce'i-nie ije cchum iotic
e'x 114. ietill wu-e''ce 1 lift Iee Ilif i f lciii I I ilee' iit l le- e~I I'l l 0 cc.c- I ('1 f l l cecy uc'I eccie, lic t e fe-c
1ine'% eel 44111c 111111e1 Oii el' -e'ncc11 ll ice igI i'ie'c neclee-cuccl c-110I. Ireiien 1111 Wounvvecld otici-
ile lee' 11ie1 eel ii-del

I V) if i e ei I cee n lieei lij4 prlool i l l , ii cc ric-c ic'nq fivierae in linm filct,
iv ii l lien in'e'ii Igi u'ce icy Ilce siiviee i c lcr lee ice'(, e creccc t il i l olhir

1 1ei 01' 14110 11ic- 4 nec 11111 lii l'ccli -11 ig lce'ciceel wcilel i iceili Iy lee-lug vecc reiibbi fir
(V) 11 14ii1ee14e1 Ilic I'l in leA 1 e0 phi c'icc c cn ie'ivel ifille 11 'iec'ii I f iic ic l itiii.

I 'iIc I le ie--c, c, 1iiee- 111cf' 11c-'illive, for' i.xel-leric-e' rell ein-ee I fli l en 0 n,144
W11Iiei' l e l fii l l%-' lice'' li jlnvee of cc i c t reife ecrfccect 1 ce~ find 11111-
li--Icc Ic-, eec Ice iceec--hieel 'lice NiH41, ecl in i'l vl cig offliersc' lcici lee mke'Illviieti fi til ov-
Illor flii, e'1 ec'l 1ii orc eec c eeililly lic 'l O I'l 1114 lne ill ic f1 I f yjen l ilef(jic tiC(! cIf"e
ileeiiei roeelcIv liii' Itiieilieu cei-r AM14I'll It 8021(Ih).

'1 110 11% A licc-c-cNA 1, ( ceN-i-icAUPi ( ILA e tiocn. Addiltinfi v'octriii't 'lseccnc'n wilicin
slieli teo neicll rIce'l- Ificg Wi lli Hcceeili 1~ie sic n d cLichor Hiiicsh Area conerntif
ee re ne' ree i I lee A I 'it Se- l cui Vi11.

AlJI1QI1A(4V 010 11AIlIHIATIVE A11VI'l lO1l'r

IMc (iCIIfA113'N. I ic1,0fI'eC41n i e e tlie you l 1111e I ftkel tchis
ci f'lei'rol.

I Pc'grlc' I blIIIi I I I11 Viv I11II i (4 I ev tI-c ~u 1Selvec
I woiiId~ Iil( o' Iiso itO fniv gc'un-'il (flle$4Iioic iboist yousr I'iatiVe

cell II i'lIVI liel %Iei'lccile- Ilci' ie' ic- cced fill re 11c11i' iccd .iclt le I' tesin
iiIlliiIgtP- 14' l4P'Sl P i 51d( ICCI cil ri'eft I'i lc.ec of. iVIelita geiceciti Supply
8S1I'Vive Filuld(. e cri'pcpd.

'l'io fir's-t Uldcig -1 Voill likce to asnk is, Do yoiu think thant you heave,
lcclefll 111.f0 itI Iu torti f.3 I 1cede,' 11Ow ( )'Mcct lcocey it i (I iiteni I, anid t hee Cnrtisc-
AMeCe'Ieck InliecellucIIIiI, iid offle', c-d ttiit's flS~' y Corigressg t.()en-
atblo youl to (10 ccci el'edetv( ('fficien I. ecotioreictl -upply mtaneagemnent job
ile I lie loipcu-cceeelt of Defe;e, or dto you tink you need and Want ad-
flit-jolclal legritlnf11ye cIiifhloc'ity ?

Mr1. Ac lc'( IJI1J. I t~ficfiIlls oulgiht to b cse'(lin two parts. Your
leHC, (Ie quest4 loll i.s I &Ide I'e'S1(1 to I Ic( e l)ccc'i( it, of D)necs.

,I thlitleeu 01( )(pi, c'tcre 1) of Defense, flit, tie autiiorit. I ,Iif r not
SO s1ieve canily~, flitt Owie 1)epccrtnient, of Defense did not already
leeL~Vo 111 he uuforetly, butI tlie erepluasis put, orlcthis thing by the-se two
ittrIillinets Jla4 hot, only highlighted it but given sortie people cause
to IHlovI faster.

'flie CoIA1eiMAN. lDoyou want cucy more legislation?
Mr. Mc-G uiitim. No, sir.
TJhe second part. of your quest ion, as to whether I personally in the

executioni of whalit T am trying to do, have that authority.
I think I have adlequtate authority arid if I (1i( not have it, if I went

to Mr. Gates aind explained it to htim, I think I could have it in .5
m iutes.

SINOLE MANAGER FOR SURP1LUS DISPOSAL

The CHAIR-MAX. Now, have you considered the possibility of hav-
ing a single manager for the entire disposal of surplus property?~

Mr. McGiaiE. 'We have, andl we hanve thought first that we had-
better take the initial steps we are taking now, and get this things
(town in a more compact area so that we know more about it.

-'-%"'~-.i-~-- -- - ~ 77



IMPACT OF DEFENSE PROCUREMENT

I do not want to inislead you. In, a degree we are moving closer to
this kind of arrangement when we consolidate and have central sales
offices.

The Cii,\m~rAN. Is is not amiazingly complicated with your four
services and p)arceling out an infinite variety of items, parceling out to
these different services?

Mr. McGuiii'. Yes, sir.
The CHAIMIMAN. For instance, I have been going over the division

between the Navy and the Army in this industrial equipment. I
would hate to be the supply officer and have to find out what should
go to the Navy and what s iould go to the Army.

I think Cpongessnan Brown, of Ohio, put an article from the New
York I Herald Tribunle of this morning into the record. Navy is to
handle industrial supply, such as screws, mits, bolts, rivets, fasteners,
wire, bars, metal sheets, tubing, and shapes. The Air Force is going
to have handtools, boxes, cartons, crates, cans, bottles, jars, household
and office equil)nieut, furniture, kitchen and laundry equipment, com-
putiug macI ines, musical instruments, athletic equipment, recreation-
ag goods, pa)r 1111d 1pa)erl)oard, and packaging equipment. Army
is going to have refrigeration units, craftsman's measuring tools.

With hundreds of thousands of items, parceling this out, like the
pliloso)hy of ])on Scott who exercised his talents trying to find out
how many angels could dance on the point of t pill, why not have a

single department of supply for all four services?

S1N(ILE I)E1PAII'PTENT 01? SUPPLY

I am not for consolidation of the services so far its combat fimc-
tions tire concerned, but what about a single I)epartment of Supply?

Mr. MCGUIjlE. 1 would like to try to answer that for you from
where I sit in this picture.

I came into this field in late 1956, having come up from the area of
the military asistance program. I was not prejudiced. We attempted
to analyze this )roblem and see what it really was.

There have been a lot of contentions made.
As I see the problem, any system that we were to create tomorrow

morning, and 1 have been through this in business, when you make
a merger witi somebody you really get chaos. You do not know
where you were before, you just brush it over. You must first cor-
rect what you are doing today ill the details where you can segregate
it and examine it and you know what you are doing. Then you have
a benchmark, if I may put it, that way.

Any system that we were to make tomorrow that would consolidate
all of the Sul)ply systems would still have inherent in it the bad prob-
lems that, we are trying to correct.

That is point 1.
Point two, I think that you would have, due to the very magnitude

that you mentioned, a continuity of problems with an inability to get
down to them and put your finger on them. Just because you changed
it and called it by another name is not going to change that.

I am not arguing that eventually by segregating this business out
and getting it so that you internally build each block stronger and
know what you are doing, that this may not be the proper solution.
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I would point out to you, however, that even in the big merchandis-
ing organizations, they'do 'have departments under separate managers
and they do not necessarily run their business internally the same way.

This I know because I ave done it. There are different problems
associated with them.

'he CJAIMAN. I understand you have Army Supply Officers, Navy
Supply Officers, Marine Corps Supply Officers, Air Force Supply
Officers.

Mr. M(uGuuu.. Maybe we ought to have all supply officers in the
sane uniform, if this be the point.

I (to not think this would necessarily make them different.
I am anxiously trying to promote a common supply school where we

teach these people the same language. We are trying to get common-
ality of language here.

InI surplus disposal, we have assigned the training and teaching and
the procedural aspects of this to the Army. This is along the line of
what you are suggesting. It is going by steps rather than suddenly
pulling the strings and having a lot of stuff pouring out on us which
we cannot identify.

The ChAuIr 2AN. In 1952, I made a motion to suspend the rules when
we were dealing with the military defense appropriation bill to create
an independent service of supply headed by an Under Secretary of
defensee in the )epartment of Defense.
The O'Mahoney amendment was advanced as a substitute for this

motion of mine.
We have had 8 years under the O'Mahoney amendment.
Now, we have made some progress under it but relatively small

progress.
Now in effect, you are saying this may be true, you might perhaps

have a single service of supply in the far off fuure-
Mr. McGuiInE. No Senator, I am not trying to say that we will or

will not. I am simply saying to you that we are all interested in get-
ting this nailed down, to keep this thing on a benchmark so that we
call identify it and correct the pieces that are within it.

I think we are making rather substantial progress in triis direction.
I might also tell you that I think that if we were to take this struc-

ture, and suddenly put it under another system, that we might be
doing that which I wanted to be very sure I was not doing, creating
a confusion in our logistics system.

It has been contended that we have it already, but I think it would
be worse.

If I were sitting on the side of the Russians, I think this would be
an advantage to me.

The CHAIRMAN. You are not charging that I am advancing this in
order to help the Russians?

Mr. McGuirE. No, I am simply trying to say this: that I have been
through two or three reorganizations in the supply, distribution, and
selling business, and if you really want to see chaos, start merging the
retail business. As a matter of fact, we had an old axiom, when you
took over a new store it usually did not make much money for a couple
of years because we were busy changing the system rather than pay-
ing attention to merchandising.
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SmuIntor J,\Vvvs, I woldt saay" Mr. C hniviitan, 1111 itat aogIs'1,'
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fo tvI oR"tt I" '1 hek to tunotlk litt d ite tttitI4ttt 1tti.

Now, ift1' tw Oluvat of cOvotrtaltAimd swvvio of sltJpply lilts iO'('O101iIA'uI
tedlouOt.of th0 sinlgle% mungtliilih 111tt11 you1 i siy 1. ilt ott

INIMV01101tt't 1 ant1 IV'ay (to 110001t01tt0 It Still furthet'h sitylig it is ily
pIN\4%11t 11ntent io whoti tO dtofeuso bill vollts t1) ip utgutmu to tVO to

NOW,s mXullIWAVv aiso a point( of ordimt.ht
ir. W-hUim. flt p an avn i spetI to 0111t, is from~n whoio T sit

Alld for w~hattiwer Im.v judltnout. is4 worth, 1 Oltitk wo 111. minitg to

'rI'h (Ct.lIUKN~r. That.C is What 1-said in 1952~: it will tntf, ho nece siary
to p.ass this, wk. will do it till by internal ndjustiuent. 'Eight-, years have

NIr. NhA' v i i. I was not hemi t o at ati

The ("i At.xx. No, butt. your tmX, leessoi' said fltat,
Mfr. NItn-vr. I also hatve said thait I do n1ot; believe thlat it fourth

.v ry i t-' supply under tOwse chimistmnees, will necessarily bo it good

This is my,~ proxfes,,sional judgment, to the best. of my ability.

TIhk SNSIRTATION

The CITAIRMX. Before I leave, T do want to put in the record a
dexter wich you were kind enough to write me, Mr. McGuire, about
wJefen,1L tranlSportation costs.
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N11r, lAlv((1illlr, 1o,M Nil% I 1nplogiz. o fol fr 11h. Iwilgr so( 1111(3 ll ge.tfiluig
0 , %T hio I l I elilt I Ill ik&4 Homo~ of~ tho Ilgiev o~ bei S3umur Iioy worojjrl jlI.,

H III CI I A III4 At, 4 I'lli 101f iR I Ill NtO Jlt Id .I tI Ilzy 29, It, Plotll,)F t11otal1
tifltMlJi)PI iditi I ill o'f $1W711timtll00, (f whifi $110 lilli i wtas ex-
1)(11141041I forill' IiTH~Iit1(11 11 olf I"JIgPorn Witlw11 OW t U10 IJi40 Slt i#'
$72141601110)0 by oe'lll it'iuio]nwt.; $8' ,,i8,0(Jll llilitlry tra.).por .
k(lnowi niq M ATH ; Ill litpotlurl Ilf-l of l.l ,Ihohl goo l npproxlli tilly
*211 tilliolt,

I mny ity, 14 1 11h0'41t.i,1Il I f, t(tre quIlito. fruglo over who i.4
goilig hf-11l II h iihil )(Igool,

I'llh lill ri t.iii vltq.tpi itI iol ik $200 Iillifn. 'Tr'llitoj 4.ttioli within

114 $13 Il 1I fill, ('IIjl)1'iMPel Wit Iir 010 $200 t'lliO I

(TIe hI,ter rolloiw :)
AsolSTAarNT (.JfXtllrAhYT Or bgappys ,

SUPLYo. AMTO IAPOIJJTIA,
WlNllylon D.U., Janlary 29, 1960.1101, PAIJl, I)OVIIIAN,

rPAtt SeNArTttI I t) OAM: Yom, letter to the Mecretary (f Defense, dated
,nuatilry Ilt, 11)10, reqluestod Itiforinstion onI Deparllent of Defense transporta-
lion cotlt, ''he0 following llems orei imbered to correspond with the listing
if, your ltt r ll leftr to flscal year 10)119.

(I) TolhltI Illr isolrtatIolnl billl: Air, $435,118,000 ; ocenn $414 million. Service
wlli IM h tlnild H1n1oN by highway, *240 million, by railro ad, $177 million; by
Ihlond watrwaym, $11 tlill. 'J'he nhovo-rounded amounts total $1,271,11M,000.

(2) O(l, himidred in1 oln illlon dollars wng expnted for the tririnstortathmi
of lnIsIengNrs -wi1lhlt the Ui1ted Mate oy all modes, Costs for paNpengeor travel
to 1111d flr4ill (-OIrlel ltlIIM Were $72,4 10.(00 by o(01i1 transport. IThe milliary
wrvlon ilit $82,UliN,00 willh thI Military Air Transport Hervice for pissen-
g('r I in.ltirlt ion ll$4s,2 miion of or thim monilt. wen.t tit cominerelal air carriers,
lt rtl'milihtir wiN timid for MATH millt ry airlift Inkluding troop carrier anit

dolith, nvrolnied[ilenl evileliat ioll,
(:3) '1Te c'ost or Irisifportntlon of hlnusehold go(1s was approximately $200

million, worldwide. This figure includes packing, crating, and related cos. s.
(4) (lost tlgitre for the stornge of household goods will be forwarded at a

Itil r (1ll . ,,"
(5) h'lio Il)Ovelilt of privately owned vehicles to and from overoes areas

nliollilted to $10 million. Of that figure, $30 million was for transportation
and11 $10 million for tormlnl (,hIrges In the United states and overseas.

(0) The tothl nulmber of household goods shlpmentp within the United StAtes
by tll modes of transportation was 584,400. The division between carload and
lIa cartloaid lilinetiln IN not nvallable.

(7) ''he Industrial fund( cost of Military Sea Transportation Service opera-
tilos waH $4114 million of which $242 million was for procurement of commercial
lift.

(8) The Industrial fund cost of operating that portion of the Military Air
transportt Service that provides airlift service within the Department of I)efense

wits $274,340,000 of which $70,350,000 was for commercial airlift.
(9) The cost of other air transportation service amounted to $161,240,000.

This figure represents the cost of commercial airlift other than that procured
by MATS. It Includes the Air Force Logair program, the Navy's Quictrans
program, Individual travel and Government bill of lading traffic.

It will he noted the movement of household goods fnd privately owned vehicles
account for large amounts of the Department of Defense transportation bill and
repre(snt entitlement expenditures to members of the Armed Force and, their
delendents. Pertinent statutes are section 303(c) of the Career Compensation

~'r .,
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Aet. of 11), am imoiulei (112 Stitt. 802), tile 10, Mitled Stlitem Coil(,, fitetk19Itw

I ~t i~ 11141ir111tiiii ill i'Ilie lu'Ijifll to thel e01oim11tee.
Sitieerely y.oiira,

A8818111111 sereEl ry of liefelao (Ho 1pply (111 ml oy1Illej).

T110 CMI.InMAN. N ow, Cho disf,rihnftioii of' this business 11it a etvy
itlipiet oil tlie .i11ui0l van us, lie. I OlIltefr no0w fettld I thint
yoit knlow 1.111 WIN asked fot ahearinig ill bellal C of' flu' small V'an lines.

Mr. Mc{A ow. Thaut is right,.
Tho (2iI 110%MN I o htop 11( Olint Y'OU Will not let, the, foiti' or fiVO big

V0~lli)RiP8I~ PCf till tis l118sine118.
MI.'. AlckUittn. spi'iitir, miy iiitiWpst. is to See, Chat, wo hive, it fail.

andli V'pifb t ll nit i goOdt rtitisp41Oi't11)11 43y8(eil. 1 (10) kniow t,1101-0waS
iti. reat. ili~i of eoinlmotiol taboiit this.

Ini gutc sta fliat. fr'om it poitif of' ViewV. of' itferemt. in1 this1 iuiatter,
I (it llot. thlin~ t here 111183 beenl atunyflii thait, I know of sine I have
beenli her in whieh fther) wis tnt n1o101 interest'. WeO hail 1114 nu11nY
people otil )lie ido 1 tilehi ofther~ if seized to tile. We sutsj tomuled tvitu-
poralvid the imitllenifat iOnl o? t~n direct ive to he outire til tf u1ILLti wO
W01111 Sarilig colil ho b t~horolighly i'evioweil with Iii distr

Thei phliasil of this tiroctivtl thilt had to) do wifl whalt.Twoltill etall
integrating this thing jil 01to lioe Military Traufic Mtitugeiiiit Agency
Nv-s lieUss)t. led dJiii tot think this is witit, yoi1 or oftier mletni.
6erN and f li people ill Conigres's waniited.

Thbis is thue Concernt'i of industry.
I tink we tami trying 6o platy f his thing prioper'ily its ropret'seti ttivt3s

of the Goverllln'.
Th10 CUAuuIRMAN. DO )'ou think 1-o11r 11111Xiillin poiiildt(flgO require-

Imnents are piroper' for' tile) Vtrll'us i-aiks? Do I iin(eu'st auid (1t. tfl
two-starl gellt il and aibove litis 111000 p)ounds(or 01' toils?

Mr. Mc(hxmir. Sdinator', I really hatve n10 etiptuility of evaluittting
that. All I call -,ay to you is thiat it great deal of iiiotiey is being spent
inl this exelvisO.

'liii C11I~UiMAX. I know. 'Th1at raises it. question wliethi it a 1eIsoil
should hoI' given ~I tonls.

'Mr. 'M('Glllf jiisf do Ilot have file btlkgrolld-1 dto not, kntow
what, the weight. limits are in this fluid.

Representative Culiris. Let tile reindiil you that. fhtt. is temiphoraryi
1eigislatimi. Permlanlent legishution goes ill) to 24,000 pounds. Con-
grossmni lominer anld I were intCested ill tlis.

The Cnlium~u. WVliieh is operating li t, the priesen~t tunep the 11,000?
RepreNSent.-tiVe ClIMS. The 11,000), bUt, that. is tetil)OrIry1-3.
The CIATMX If that, is allowed (.0 lapsm, you go ilp to 241,000

or 12 tonq.
llepme'ntative Calumrs That is Ight.
Mr. Mcciuuin. This hils been la-rely developed , I ail told, inl the

areas of tite morale, aild persoiinel reltifonshi)s lin the services.
I am not coinlptelt. to give you a fair- opinion oil tis. I ain inter-

ested ini it from tile amolit o? money. My uinderstanidinig is that in
exercising the transportation responsibility, we do it in Conjunctionl
with or under establ ished guidelines.

In fairness to vout, Senntor, I apologize for having these figures ovcr
here so late, If * OU have anly questions tit I can answer or anything
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that, I cnn supply later fliat you would like to ask ine as a result,
I will ho glad to nns*er them.

'IThe (hIAIIVMAN. 1 11111 told th the top figure for a civilian, an an-
boasador, for hint iitu, in 7,000 pounds.

Mr. MdI((uiii,. No one hals ever ioioved Ile ay plfce and pahl for it.
1101)1e5180lai, l (uinis. 1 was jIt I, 1 %lc0ln 1$ heref . 'elirer e is no lin1i-

fotniity, f hlgh, in he services on fhis fuil',ure rtisportation, find

AI. Mu(( I (II itll. lio not, evell know flat.
Ioel)meliative (hun'ris. I I hink flint, is acciiritfe. It, I eftel one of

thlfse little areas. 'l'I ei e is no reason for hack of uniformity.
Ihe (IIIAnIA N. I niofice rpirsenlfitives of tine irIeal of tle

lhiilget, sitting here fit the sidi table. I will ttae official notice of
their lei'((ese'lt and taik lhem, though t'hey atre not. agents of tile Con-
glvsea, if lhii would notib it h very good stu(ly to ainke o i transportii-
tioll eOSS4 a1d(1 ItllowanIces of mi'liilary anid civilians personnel with it
viiew of getting sone degree of uniformity, adequacy, and yet
eeollOlnly.

Mr. AMumiaNs. There hias been a lot of work done on this as a co-
operatlfiv effort between my office and the office of Mr. McGuire.

II the first, llace, it is true lhait the civilian weight limit is 7,000
l)oiinds. 'l'here are some complaints as to its adequacy.

We are in th processs of trying to find out whether there is any real
is4 foi' those complaints.
I should say that, ihe 7,000 pounds is further broken down, deplend-

ing. oil. not t lie )ernon's rank but whether lie is married or single. If
he0 is single, heo only gets 2,400 pounds.

Now, tlie main bItsis upon which we have been in it is because of
tie ftct- flint the civilian part of the Government pays for its trans-
portalion according to a so-called computed rpte system which was
enneled into law in 1946.

Tile easiest analogy to tlat is that it is thi same as the per diem rate
that people ge, pit- or when they are traveling.

Thee hits been a question raised as to whellier that computed rate
system should be modified slightly or modified quite a bit br repealed
Altogetlhe'.

Now, that fies in very directly with tie point that was made in the
discussion with Secretary McGuhire in that the military, the uniformed
Iople, do not operate according to that computed rate system. In
their case, it, nicans that the Government does the dealing with the
carrier. They arrange with the carrie'. They pay the bill, and so
forth. Whereas for civilians, the civilian goes out and does his own
deal with the carrier and then ie is reimbursed according to this com-
puted rate system which is based upon the ICC tariffs.

It is a pretty long and involved case, perhaps more than you want
to go into, but I can fell you one of the main difficulties, and again
where it ties in very closely with the point that you were discussing
is that you do not have an equality of ICC rates in this household
goods area as you do, say, if you were just shipping stuff by freight.
You have not just the big dealers, the big van lines versus the little
ones, but you have one set of rates versus another set of rates. You
have, you might say, a high rated group associated into a trade asso-
ciatioA and a lower rated group also very heavily organized into a
trado association.

--- 4's' t~ I
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t1 1111 the'si onesif thatid yos have.

,Mr. MlcGII es. Wiitre ,oeplrn lwrte ha ra
re entative Cuitts. feli carle yolnno Iv alead txig o es parcld

Iu amn tbhlen vi. hat, is he hing ta ditrbsine. Des it

notesrkntie yIS Of peularthat ery time alor ead th pale

gets its share, the Air Force gets its share, the Army gets its share?
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Mr. AMcGuiom. No, This is not a fact.
Representative Cuirris. Why has it turned out to be that way
Atr, MAthrxm. This i not a fact.
Representative CuiTris, Can you explain why one of the services is

glvell control over-
Mr. MGc(OiJn. Let us say the two we are now establishing, one

goes to the Armyt one goes to the Navy.
Colonel )I, IATUA, As to why these single mana jers were reco-m

mended to be assigned where they were, there is nolaek of logic nor
is there parceling out. I am making that statement so that I can
draw the line specifically between your stittements aind oinr r'ea.soiiig.
I anl oil the anlivsis stall of tie Armed Forces Supply Support Ceit-
ter. This is the outfit that Mr. Illangen directs and oXlw'essed coln-
m1enlts ol yesterday, WeO work in anl- environihent, of obi,etivity to
i 1tegrate oUr supply systems. Thi is what Secretary MAcuire has
charged us with.

lie says, "You fellows go in there and with intellectual honesty
a ualvze what to do to brilg us ol the road to integration with economy
and effeetiveness." We work for it Council, collsisting of Army,
Navy, Air Force, Marie Corps general and flag officers, who represent
their services materiel management. Tie Commil also includes Mr.
MeGuire's l)eputty and Mr. lamigen. They are our board of directors.
We work in this envlronmenet where we are charged as an independent
reseacl'h group) to seek ways of integration, to bring about the things
y'ou, Senator Douglas, and Senator O'Maholmy have discussed.

Now, we examined, as one of the first areas, "General supplies."
These commodity areas provide the greatest inmediate potential for
integrated manigmeni t considerations. They encompass about six
imaJor commodity areas, administrative and lhousekeeping, handtools,
hardware, construction, automotive, and electrical/electronics.

This encompasses about 2 million items in these categories out of
831/ million items the Department of Defense has. Total inventory
is over $9 billion.

So, the first, bite that Secretary MeGuire and the Council approved
for study were the fIrst two--adninistrative housekeeping and hand-
tools, som~e 75,000 items, $350 million worth of inventory.

We studied the supply systems of the four military services, includ-
ing GSA, so that we had the total picture. We con cluded that inte-
ter. This is the outfit that Mr. Hangen directs and expressed corn-
modity areas could be managed as one package. No division or par-
celing out. Then, the question is: Who?

Let, us address ourselves only to that point.
Who do you assign administrative housekeeping and handtools to

for defense consolidated management under the single manager sys-
tem? Obviously you have to have a main frame-a going concern-
that has three main assets in it-reoures, skills, and a system de-
signed to the management of these kinds of items. 'Where do you
find them? You cannot pin it on the Red Cross. You don't just
quickly organize on paper and resolve the legal, funding, and per-
sonnel considerations. You cannot pin these type commodities on
the Chemical Corps. So, logically you come to who is running this
kind of commodity. You consider elements such as capacity, capa-

IMPACT OF DIETEN14I1 POCURIIMENT
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bility, predominant ilrAH, 1(1and ]ow lIntegrated they ar0 in their own
service supply system "

WolII, ,lio inilil package of admiinistrative, housekelin and lind-
tools was predomiiiintly in the Army '11ere if Was predoiiniantly
ill 1,1 Q1aIll'te'ih.t1tI'tor 1aild lmore speiicitlallV it was tho invetory con-
trol poiL aih, Richmond. Tliii is where you call put that typo of
cOi 11odity for total Dotfensu I,,llagellenlt and im mediately begin to
r111) the Inefits f l RVl ld(i n lisC'l. YOU exploi your exist-
ilg capittaized structure to secuire efrectivene4s with the least disrup-
tion to operations and personnel.

Now, it separate coiuittte of Congress, the Holifiel conulittee, a
little earlier in May said, "Why do you people study theso things so
long? Do you stuIy to delay action? Are not some of these areas
suscj)ti 1)10 to Sinhilo managieiouent without protracted study?"
Mr. Riley testified on this and said we are trying to take as many

areas as poible.
So we, in our analysis staff, while we were studying administrative

houlsekteeping and handtools, were also checking out hardware to
determio whether our findings applied thereto. They did to an
acceptable detree in materiel characteristics. and management texh-
niques. Hardware is managed by basically the same commodity type
inventory control points that were managing what we were study-
ing-adininistrativo housekeeping and handtools. The supply sys-
tems are basically the same, distribution points are the same, there
are technical itenis and also common items. So, trying to get as much
integration as possible without prolonged study, we said, "OK," we
will make 'hardware; it, too, has the capability of being integrated into
single management.

Again, you look for a main frame. You look for a going concern.
You look for adaptable working systems, for itomatic data process-
ing systems, for people skilled in hardware management, for current
capability to serve all four services.

Now, Congressman Curtis, honestly, hardware actually was best
centralized in the Navy and in the Air Force. This is where the
commodity management centers for common supplies 6f hardware
were.

In the Navy, the General Stores Supply Office at Philadelphia had
one third of its item range in hardware. This is a hardware manage-
ment frame that can best take on the defense job. So, where would
you 'hang your consolidated management of hardware?

Representative CMuTIS. Possibly on handtools. That is what you
said your example was.

Coonel DF LUCA. If you want to put handtools on the table for a
detailed discussion-

Representative Cutrrs. You already said you went through hand-
tools to find out who had the system and it was like hardware--which
I think it is.

I want you to have your full presentation in here. But the reason
for my impatience is to ask you this question. Here is the ground for
my suspicion of all the fine reasons. We conducted a survey, or
rather, an experiment on this, back in 1952 or 1953 with medical sup-
plies at the Alameda Depot and had the Army run it. Why, then,

14',~
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WVIl'S tho fthig ItlsligidI to tim NUV3' hlistelu of ftitilg it, over to tho
Aitiv it fto Pit, pi-mett to hO t% wO$41f11iill I liel A rmy?'

Y(ot soee, I he Ntivy iwotled sotuet hitig, I gh;im4m. 'Thei Armuy got, uMIti-
simtoiwe. So tihe Na-y, hadit) have imomiottilig. rimt, ;m thw thiig i

Allt-I t~hf ofil Hom lwvi'O I gues~s, by now, Cho Air 14'eo wils uot
sfill'lmd it) eve Almlop'i't 11 uply Hvstetlll i *'OIl 0 O110i-1RO iteulH ; 1is
thuat right ?

Colouiol h 1" UI, It does Ilot. ItItre fitly mi51 11gb tmilgoer aHmi4gil.

lii raid of. tit solle ill'talo tho ha 1O'1id to f'U illit A ir Force stipjly
.sVstom NVhIoh0 ii Il 104 ov(em eximt III order to give file Air F'orme it

I vu4 to gxot. volir storv ill tilt, ioord, but, I lilve ]fearthi' 114 id
of oxplilIII ill before 1111d "I. jusqt. km's fit jible.

Colol Dc )r'vIc.%'. V1)1l 11114 Nice fld%-'uut ngo of eximtliug ntollreees
awl skills.

tweotit ive Cu ll s. Of oollrso, oil do ; bilt youl are tIlo not
IrV ill to mid tIl wit It eat'h mervhe hIIVIu9 o11e- 0110 uld ohio.1 towm \*oil 0111 PX Allun to Ill' why you ("all reat'eh fihe colewlusioll of

wht WOuwre exit ailiig. of huti-Iools goilug toto110 iti 1u'(Ware
goig to another? It loolts like you get the two Rtlm together, as
stevetttv NltOlire Is suimig,--t haut. ilstiid of oeatilug flow onles, you
will tlt,\ %alid put ft(- Other1 'ind of lulitern-ils t hat lenld tlieisolve8 to
it ill I ho svst ('111is ah''ady se11 i

o1., why v woild N-11 not No thaut wvithI liltirdvuro? If' you set, tip)
Iiandoolsthatwas tfirstwv 4U wtilt ?

('olollel D)v TheyCA witi esfabltttishotd t'oiwoitlOltly audo both its
,1)t~)heid sinlglo I% riapg'ers.

ijirsolitative (Ywtris. Yon worte workdig Oil one thenl, you salid,
whielh ''aled to Volir attetutioll ,N," ly ot. (i) tie otherr"

colonel Dr.IAVA 1 -.1i1 sityilig 4 itlt. wo e 110 ttolmptinig to integrate
As oixderly anld prgressively ats possile wvit iotit 1)lmOiged detini-
nationls aiid inl tilt, study ofi gelieral supplies 1.9 tll auuillysis stilly. We
A Awetok u seles to test out thle Simnilarity of huu'lwltre niun11-

agekmit, We did t his. 'We recommend that two openI-endsingl
in11agole-s he zzvsiglned.

1R(presIVnswetti ( (1MTvI$. Wh"y dlid You do iazt? Why did you niot
rewominend oneo U Why oannoit hardware and liuundtools 1be handled
-V onIet,?

Colonel Dr. iA-CA. Capa-.bility and Cap~acity Oil thle main f ralles Plus

lkpresentativ-e C(Yirrus Let, u-- ,Reo. Who got thle hinidtools; the
Armv ?

('.o'lonel DrE Lrc.%. Yes, with administrative and housekeeping items
as one lpack~lgv.

Repremim~ztiv-e Cirris. The,- Army did not have the capacity to hian-
die hardware?

Gilouel DE Lr-CA. No. sir. 'Not concurrently. Hardware involves
the mana~vinent review 'of over 500.000 items.

RepMent.-utiVe CURTIS. You see, that could not hatve been the deci-
,ion on enapacity; it could not have been the basis onl medical supplies,
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.i'otil1( it,, lut'ett 111 Ilio Armoty didi if, itttlid ho orean wvir ws b w oliolo

( lol0i'lI D11 L i(.A. ( ltgti'l4amult ii (J C'IiN , I citijot, (1if~etisf, A lumodu
A61-i f1 yolt il It NMi'H~I1 0ig 111- i (1111-41111 ft ii I d i 1,11- I('t 1.i l ,

Itetis~'tt jllVO(1 11 irim. 'I'io otilly reitsoit I muetfion A Jlmed~a iN 1)15-
01114 1Tit 11,14 art' I iiiIigi n hoof, 111 1tnic( lii ig.

C1010o1101 D11 IM A, DO %%V 1101,nt i I'lv it HteeiSNF4l I ifegrati-d sIed clea

J~~ weeil oive(iu'raI fill itof ir 1'tjng flivt. I it in urgitg flow
yoit rti'ti' 1,11i eotil 1I I~ioll, Ye" t iil 1 Al ll k( yollait i e i t ju s3L ltcf%!Sftit I
oEwiltt ht wii ie t Armity hitidlilig ltI WIti iS.

'Ii teot iN4 Itil (111118110fi It h011i, it., fii Ii k 111 y.
I i-t itl( Volt IIr i ut acilijg (Jll.' I h1avo to lilt yit, lot Imoroe videiice3

11111 no wli iii'vo i liii ye1 gi vetl i te to hol ic vi ot'leisef,~
( 1 (JojwQ haIjtUA Mity I tt (111 ililofo coiutuit'jit.?
ll0i )is(Stlfil'il Ce ( rruni. (Certlainl1y3.
(10o oii'hI DH LUCiA. ( 011ooipn l o ' ifli theseM ftSs9igfirIieIItit Of sirigle

11101t 8 wit ort ll tii'i twu othlot' HitiiflifiI'otfHl ariic Jciiy i-tiofls, th1e, (lisVti-
Opithilit (oh L it igho ep~ ot ititogfafAA( Nystofil for ;ill Sinigle mnagersI9,18
atl doioeooiltwiill of' 1,111fot-In H4itglo 11miitger. ope rdtI ng Jiroc3(I ies to
eftIN I'lte i'M' tli ifliotii ;g biy fltC31oou'' o etswiq reI ftportintg, to promess
theo Hfelli) I ii'oitgli fIti (IQJJoitJ uitiil('L ft iudfofiit Hyfiir for* 1singl. rmanl-
firOtS. T'Fi ic rt'tfei'N itil tgrt'ifed iiitiiigoett, andt'ili 1,( culstomler.
1 ltt'No 11-o coltliilOftIW J t'jt'C-s,111041k~ with tffe 4-81,11l iSliffient Of these
H itigli ttiitttttg(A'iN R-11(1lit 10111 gi ve to You the iniicaWftiO thii You want,

Ret weso('J ittil e (111uurim. ' ut is e'xactly V igiht.. 'iTat is why I think
yott 8 totiild hiiLvi o110 Iniftf oi)Cli tht hinfg. MV~y, for heaven's sake,
create httndftoohs and1( hialr(Iwi'e, two Separate oiteil, unless it is this
thleory oi- pit f'c('1i ig Out?

l fiink, ha'cituse fitie is runinlg along awl] T'i 0 not want to Cut you
oil', for Clio sit ko of the record if you would like to sutppl~y further in-
fornitition o11 this, I wotiSld be gilad to have- you do so. Certainly my
1'Ofttitrks 11150 ftr n'l ot to be t ikei is ofhwiliertan Whitt I ho'Pe will fie
col1tf'tCive cr'iticismn. If I seefied to be airgumtentaltive, it is to try to
bring these things out.

Mr Auuis.1to uso l aysre 1eing taken onl the basis of being
coflicItfVe.

ItBLUtEPI'iNTS"~ PRJEPARIED BY ARIMEDJ FORCES SUPPL CENTER

(Joloutel DE LUCA. If We, in the Department of Defense, subscribed
to thio "patrceling out" approach and the "go frUStratingly slow"
theory towfard( supply integration, wve would more likely have assigned
adsinii tral Ive and( housekeeping items to the Army and handtiools
to tho Navy. We would have stoppledI there. We would not have
concurrentlIy tatken iup the commodity area of hardware, arid abrasives
fom' integraited nmaruui,-gefient. laridwariie, laiterwe could have assigned
to thec Air Force.

Ratther, amid ats our recordl reveals, in order to further the prompt
anii practical achsievemnent of a single, integrated, material distribu-
tion Systein with simpllified1 and uniform single manager operating
procedures, we concentrated on exploiting the main fr-ames of the!
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6 vo ox ii al 'e'uIiolo Ii,11va~tioi'y i'oiti till poil ibl. '11i'tm40 u-41
t111o Analtv hu, tau ioI.m ttwti Sit~ llem ( 'oiiill)1111 ( 't'lo' lit
160111thit 1111ad lilt, Nivy 0 lt i hIvIoem Hiipki )II t''' atl I 'lit lii

1111MV1Wtl Mut'uet VPI t'ttt1ttttttl y a11m t'asto, Olaly Atluod to Eliol a'
11ta ualpvutt'tt Ikild tltaill I%\ 11111181 Ida Ilit4, 11,1t'1I im', WO 'uatleo i
t'.'kmm'tiItkl 61,in' om iptietot pomliv jtO1i IVO ( t'OttiI idatIliz (i tvurvtoatf. 1ti11a.
tugvtllt k%\110t110a1410 1I~ aowimy-it o I' (it i~vii' v m 'tyaid N a vv~ olivthmima
11% u'unui tg I hio oxl-diag al tujlo tuattau1getotuti u'ttatdbis.I t It invyea
tory otmo u Iitt awll hoo t 'viall Owt oxil tg tutu itt tt' or vwu

,Ott'iOOd SillS (O it til 411%ormim 4111M Wttiuu i puoiutuw. IIon 1)(1t1

(tio alituu'y told itt)ttilifV by luthi~otus.

I' )111 mktO Wks' I% It vltO HIt it uta Ilagt II itkdilmI P aig w 'lltm it t'

moll'iitg t ools, sm-Nl'o 1111(i t 0d 11t1111ptui., ll t'ovlt utod t11ft'ig.
e'at lot kuu its. midu t'uuuus atuti 1ir'c 'ulu is

'N~ tilt% illtustiM Hails liplvs sintglo tunuan11get' (N vy), lit mid Iifoit h)t
tlk 11101611 wtt 8IlHglmmt of Itt t'tlmmt' 1111d 1itl'livt', ititI 'otit of pi'mi it.
ititt nuta Is u'lusstes havoc boen itau1do.

-ot onpuvtiuytiuiuoi llt. or set'v'iv itlu Om )epla-'Mlil of
IWOM'uSO is ketupit AliVked tO silug y i kott oi luti t-011u load It~ud ta'Itievo

1111dt 04,011iwi VI iltogrilt ,ed uttatenviol HtIpp1)t. to out' ti Iiivy
011%'a V ouIMI Theo muulvituw'v is tuot I here,

F%1111101 010' t h I.' il uuppu'ovott it s~hot'tt' stdy itjupt'otu'It whot'ehy
t zq--rvitvs ai IOw Art'ttd l~Vwo Sliluly sulppl~ttt. t't'ti&'t wot'kig

t0Z\I luet' wuli review mid ovillitttitll mtitlitioiit Iv 92 ('1115505 Speetif.

1111111%viial klIxu'ieueekv, 1111d systomt opoii otuH Nvitlot' fia-- nink ie-
glrtkted Ih40m 1111toro natu'i il angoetkni. is tealsil atud profitltte.

-% Shl --(4p't- til. study wvithlinl at tliltut. Our t' orlitious.,
iiuots~and recJJneda 110~ar nt, i1110 is yet. I IWn0, tOO,

weVk ll.'AV 00eumili el6 'S likeN J)hOt4)gl'allWO S11Iplem ibm11t, 11tty be liddedi
to, theA 90101111i 81ppi 1s tn' ut g et'111V,1 11t1( elutuit, rope, Cablo, a1n0
tittings which ma Yhe addod to thlt indust-rial Suplplies siaglo nu141magor.
lofh of tilo~ lwvnels 11rv askvending to the limtits of titeir caipacity

and oarabliffty. 'Our plaining and impletmentation is not, pmu'colivig
ollt. Rather.: it is oi't'1rly and piletfl'tl integrattioni expl1oiting our1
M-1iv~i's of taigentt sutiig effective operMations, anld intplov-

iluix tvonmv of opm-rations and invest unut.
Within 11ho 192 classes, we al1so hanve tho possibility of establishing

ilutk r!atkN de'fense-k nm"teriel management. for construction supplies as
Well as auitomotivye supplies. Theset are the fourth and fifthi of the six
major %commoaditv areas previously' cited. Should it conie to pa~ss that
it is concluded tat one or both of theso commodity areas should come
under sing-le management. you must, understand that here, too, we
Would needi One or two main f-ame's-going concerns-to take. onl the
job of consolidated management. Both coninodity areas are too large
for the capacity and capability of any one inventory control point
considering theIr other tasks, and any one commodity area, would en-
gulf anyv existing single manager agency. Any task as large and comn-
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j11IEI 914 )111-14 111114, 19(sf,11I(Iivi(ir'9 in 111 i I9I9 19199I(911 I119qc'19e114 *9ill 4 'fI~
i~,'iI ~ Af(1 I9l~%VI lid iiiltigil v whlI'o ('I j)1 I. i lv 191d 9 elip 911 ly ox isdl lo

priitn', 9901911 9'9'11. 1 04 11'wivii 99'I999(l9! 1 ,9' 1111 4 194 911ol 1 t fill994999'949

11 ilhill 9l 0 1 10. T100l l iR 9111 , 09 11)1 ,. eiig 1119 'u, Pj1 9'1 91 Im oP9' lgilf)19
1111 111w I. Ii (I '9I., I ( w l 4(1IA11 ill 949991 9( 9949 09'iil loll f.1911991 Ow fii e 1I9J'

(will9 99d(i-1- A , 1i 11'9 1 11g4 i I,(V'1 0II, 0 11 1g1 idie 999(1 lf fwid fi ll ;111459 .
('9)9-' I i 199944. ('( 199 1 wi 9' 1 1141,(1(A 1i(9/'lfri' -- op l11il9 ( I 911I 190

91 11111 9991( 111MylI914fI919 9 94III it 9-4111 olo dw lw ll o f111 or991 I911(999it 1 f vi toli4(J

('(0 91 1 91 1 i9 I (119 hgoil~ 1119II4$(9 11Y 9)99 Ii9 114,il VI fi proe9)%'/.e

J11j)(14 11, CO 9)19 9III V I 11 1 01' ,1.11 .III g91994,1 911111 9f199 119'e 4 9199( ) (9ll f e
011111101 II9 1914 14 I-hiit11191 f 9a 1 9 11 Isi o ll11 1( o ooohiv lp '
11114 I-i,99 ut .S'lll9,' i( 119 1949949 co ll i 941'A vt-i t11i119- (9

I o l l i , oii it do4. Iopa l a11,e' bf f i 111 iholg'9 o( 1r1 C4 ittirylolw i f C S1I Ic
W jk0IIl 4ih 991~ '0 hii II ii9 l hook4 99 1 91111g r,111 1 ( 1f9 8'01, 0114 0,199 t1i gh9o

11'14 iv0 , Wpildo. l widd1 i'. (1 1 19i9' or94h , I 94 neiu n i-i94

j1 g 1) 999 4)1 4 ho )99 4 9)1'htr V 0199 011 909 t 111 1 7- 1 1 111104 ,d W , 1 ,99 11 ( i 9' I~ j efV ( -4

1 111 64 I9 ~ 1 1 fo g1t, 19114) IIIll, 099r 1t~ WIitA-gIt. p f ~Iri fo 9,111 , 9994kl fOr1
9999s M~ill HIf iii f9,9',9alin f1oes ili'(, ll11 fi 8 ordrly r9'gmib iid ro.
gstrke f,99d. I Wt VIII'3 Ieiip t~ 1~ 1%9.' ~9 M'11r. Slit$1' ointout l
691910.1 W9 191 111(1' 4 01' 94 VI'P0~jj~I 9191OIl brill ( 1,918994t, yo ote1 9(A
419991, II jh *Ibl 1 1)1114)49 cO l 01 J1 A leiit fud 9199(1t III ( 011( got. Sofig rie

Nit(o 0 t119 rot4 to bill (99, oeIte (4ieicionit e 94140W thfiror1
filiipugiif. of lyl or 4i)Otilt ll ile TC111 1t IOJfi1 Wit r01VItr(I tov got
htUpI iu (114 I0 AI lor J iiieity to get t151,1 y Jtl.Setay, homint he
rigtilon wily thigh eelor toce woro, tlkn o the blsimeo tha-i.

I1.1W itx' a reconceived notion that probably the Air Force night, be
right oil this tSfhinig, bec9111940 I IIlaVe 1bud( it feeling thlat t~he idea of thle
stock fund h)ad( been. abused.

If You wouJld std(1(rss a reply to that point.,
Mr. MoGuIjitE. I do not profess, Air. Curtis, to be a stock fund ex-

Pert. However, I. consider thle stock f111191 9194 a fiscal Ynanagement. tool.
Now, I would be less3 than candid if I did not tell you that in The
patgenlerally speaking, this has; been considered at problem for the

Co'01mptroller.
I have been emphasizing, in the logistics area that I have influence

in, that we should use this tool and have to get more knowledge of it
and exam-ine it. Ini doing that, we found some, harriers which have
crept up right along-I am not particularly bothered about that-
,where there is not flexibility in the stock f und.

-
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I think recently, and Paul Riley can give you more detail on this--
for examnple-we have now made it possible to transfer excess out of a
stock funid without requiring reimbursement.

As you take these stock finds down through to the retail level, I do
hot know the answer bt 1 Iiam asking the questioii, have wo overdone
this thing; how far should it go '?

.1 think this stock fund is an excellent vehicle, it is a revolving fund
promise. The st ock fund cannot rim me if I have to supply you a pair
of oots.

The stock fund has got to be an indicator, t management operating
sheet.

Now we are getting more flexibility in this. I thilic we have a mam
here who is an expert in the dot ai i-he Comptroller's office is working
with me and we have made great, progress ill opening this up and ex-
amining it.

Representative Cuirrrs. The essential thing, if you would supply for
the record, is the fact thai the lAir Force apparently does not use it.

(The material referred to follows:)
ASSISTANT SEClEA'ARY Or )EFENS,,

IVashington, D.U., Iebruary 1i, 1960.
11h1. PAUL 11. D~OUGLAS,
Chairman of the ubcomm ittce on Defease Procr enint,
Joint Etoonmih Commiflittee, U.S. Senate.

I) A MN. CHiAIMAN: When Mr. Mc iiro testified before ti Joint Econonile
Committee on January 21), l1)60, he was asked the question, why does the Air
Force no use stock funds to the same extent as the Army and Navy uses them?
This question was referred to the Assistant Secretary of Defense (Comptroller)
for resli Oise.

The answer to this question involves controversial issues and inisunder-
stalnling which will require some titte to resolve. This situation and the short
time allowed for the answer do not permit development of a coordinated state-
ment. Therefore, the attached statement represents our understanding of the
views of the Department of the Air Force on the stock-fund question.

The attached brief discussio of the Air Force viewpoint on the use of stock
funds does not include consideration of all the advantages aind disadviaintages
of stock funds. In this connection. there is attached for review, if desire(l. a
statement recently made to the staff of the House Approlprhations Committee
during the course of its investigation of the use of stock funds in tihle Department
of Defense. This statement Includes an exposition of the alternative methods
for financing inventories of consumable materiel; advantages and disadvantages
of the use of stock funds ; and i statement on the present I)epartment of Defense
policy with respect to the use of stock funds i the military del)arltments. There
has been submitted also to the committee under separate cover a more coniire-
hensive statement with respect to the categories of materiel lhnanced under
stock funds in each service with data on the amounts of inventories Included in
the stock funds at June 30, 1959.

Sincerely,
JTOHN M. SPaA(ITE,

Deputy As8iatant Secretar-y of Defense.

LIMITATIONS ON USE OF STOCK FUNDS B1Y TIE DEPAIrMENT OF TIliE Ant FoRcE

There are two areas tn which the Air Force does not use stock funds as
extensively as the Army and Navy. The principal area is spare parts, none of
which the Air Force finances under stock funds. Secondly, the Air Force does
not use stock funds to finance general supplies as extensively its the other two
departments, especially a t the retail or base level.

While the use of the stock funds to finance spare parts for aircraft and other
equipment is specifically authorized by a Department of Defense instruction
providing criteria for materiel appropriate for stock-fund financing, there is no
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compulsion to finance thlV materiel under the stock fund. In the absence of a
specific directive, the Air-Force has adopted the pollt that It should not use
the stock fund to finance spare parts or any items of supplies which are used
In the operation and maintenance of aircraft or other Air Force weapon units.
The principal reason for this policy has been stated by the Air Force essentially
as follows: The Air Force has determined that the combat effectiveness of Air
Force weapon units would be unduly handicapped if such spare parts and sup-
plies were financed by stock funds and were required to be purchase] by the
consuming activities at. base level upon issuance for use. It is believed that
the Air Force considers such a system would endanger the timely servicing of
aircraft, because lack of appropriated funds for operation and maintenance
might make it Impossible for a base to buy the spare parts or supplies from tie
stock funds when needed, even though time materiel were on hand in stock
under stock-fund financing.

In lien of the use of stock funds, the Department of the Air Force uses its
appropriations for procurement and lroduclon to finance the acquisition of
spare parts as well as tile capital-type equipment to which they relate-namely,
aircraft, missiles, and other equipment. It Is an objective of the Office of
Assistant Secretary of Defense (Comptroller) to limit the use of these appro-
priations to the capital equipment-the end-items and major componentss such
as engines, electronic equipment, etc.

It is believed that the Air Force position oil this subject Is mainly a reflection
of the fact that it Is In only tile beginning stages of development of its financial-
management system for the area of operation anti maintenance. While tile
Air Force has experihented with cost accounting at field and depot level for its
operation-and-maintenance programs, the system has not been developed to the
point where all costs of operations and maintenance have been included in
budgets, made subject to operation-a nd-maintenance appropriations, and covered
by the normal method of budgetary control under appropriations through allot-
alents to the operating activities. Only part of the operation-and-maintenance
costs are so budgeted and controlled.

Further progress will le required in the Air Force, a1s well as Army and Navy,
in the development of tile fhinnclal management system for the area of operation
nnd maintenance under Department of Defense Directive 7040.1, which was Is-
sied hIy the Secretary of Defense on May 29, 1959. plsuant to the requirements
of l'ublic( Law 863. 84th Congress, 2,f session. By tils directive each military
department is required, under a time-phased program in terms of specific projects,
subject to the supervision and review of tile Assisfant Secretary of Defense
(Comptroller), to develop a complete financial management system for opera-
tion and maintenance, inchudnig budgeting and accounting for all costs of opera-
tian and maintenance, including tile use of spare parts and other supplies, not-
witlstaning that the costs of such materiel are financed under other appro-
priated funds. Directive 7010.1 requires that operation-a nd-maintenance costs
f,,nded tinder other appropriations will be separately budgeted and accounted
for.

In effect then, It appears that tile major reason for the Air Force dislike for
the use of stock funds for financing spare parts is not from the standpoint of the
stock fund Itself as anl instrument of inventory management, but from the
standpoint of tile consumer appropriations.

In the area of general supplies, there are certain reasons why the Air Force
does not have as much need for stock funds as the other two departments.
For example, certain general supplies are already being, or will be obtained,
from single managers who are financed bv stock funds, by Air Force bases at
retail levels. Furthermore, the Air Force already has a stock-fund division for a
substantial amount of general supplies at the wholesale level, to the extent that
Supplies are not covered by single-manager assignments. Moreover, a substan-
tial amount of general supplies (more than for the other military departments)
is acouired by local purchase and by purchase from General Services Adminis-
tration. Under each of these conditions, Air Force bases finance acquisition of
general supplies for stock, as well as use, from their allotments of operation-
and-llaintenance funds.

In the development of the financial management system for operation-and-
maintenance programs, It Is possible to budget and account at base level for
procurement of consumable materiel from wholesale stock funds of the single
managers, as well as for the use of the materiel.
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nhiia'llaiit'f ~,andi lutervii 1fundilig act ions, basdI4tmi oii (110111li g liiitlis1, III
nevordlilv Wiltli Sioln 36719.

Ma lt'14 ofl v'imiiikld iniaterlel Would 14' reliialiibl 8111 ltl whenl ImIiin ta o tlier
inul t avr ultnit iit'nt , allotlan'r (l tvt'ivill'i Ii gt'II(', I lie to 1111 a lY 11.4141141 a tue proi.

grath'v Iit Utili1lllit4, ii i 1111 ivi' ioit 111(18el-N11 wlie t ut lil zel ) $nrli

Cureliliit lld III, ito I Iahit only to 1 hat extend toi Ia Iliiii e icli1,4111l('i ~I l' 141 iiclt,
Aliown iiin'4 would hi' nadi' for mill ret tithn vilt'n'nili ItI olI~ ng for t I oii
a oplran req estst fill iii-ovilreliilt IIIndl utoi i aavi ld elli lii'utt feii ull n111o-
liri 1 ioi. Allowna ive' forat' 1hlll tviiii 1iWott(i 111811 Ill 1111141V II iI lntlg't-

Iiig la411a 111uolfltailii't Itild I i01,ii 1 t rItunliIug wIi lii (lit I )Il niel 1 t o I ellsi'

atr'le, milittlii('e to til InColititin lug 4,hit I-hit vi' ti I II(, a l'ailt, W141lte In vol veil in tliNo
prvogr.) nIs. ''lit' 11olil Iga I t'il hat ali1ct- iii ttiew'It 1,11II 11 ot 101 e iat tili, iid of
a1 1bewal \-Vnr. Now a ii'ti-i aro ait' addIllv to' I(-lii 1tiiiiilil l Iid liii lii iies.

I vrls Ce~'i itilliI C I for ci i w'i'iIaiilp l in'lq001 are 11141i1 fvliiHo- I ClI all-
ItlyQil Il' at vvti .9ui-li aIN 811114 I , ait-vra Ii, IIi lSIed M lt'N, at li wt'n pi iua4, v(I iiiiIII t

ut-a. all niletaitile 1,a1t otr for1c usi ie, in' lilIn cost (11' itittiereivi 111111111 el'y
seltli leil or a oluvw ime dtxjiimoldt of, 14 Iioit. iII ipli 11111 tly eliti geib ii to (consumeiiir
f ulds. 'I'llie of ft' ie I 'ill 114 nI II)lil-ir 01ely voait nil I ci 1 yt-ih'i I . thri ough
t ales tof al ItiwalveM t or1 s-ilI.I hi vl tte 1 lil live thn'iit'ii an ii i tl hrii oligli
bludga ry or oito ha' heil Ilii tois. I jaunt', I lie lirl'leims ofiu liimi gtiiu'ul,( ro t i ill
I ik ati .i'e 1111 t at1 all sli I to)i iiuin it 11111 tevlel. lIn which ('111 ip 'Control.
of lia ' o snltlu by buid get 1ii's Iiai Is8 18vety I1 ilipi ,0 a11

iiai1 flaitilly ug itiei' l1-il~l'ollit'lt 1111 t"ii 1( li lo ll l'ii'i ii 111111-ol-ltol F hIo I uei' iltI
oif tile t'lt'iaults of tiloc~nk-Cilill lmdt etm si ti 1,11 its coiicc'1i4 ft'ill law uiig \\itlIi
ri'to'e4 to villiilae nhlt'ati e

ii) lFavve.i 8 of ls111but N'I)II I'illvi i '11124 littWeeII v'lnIursII-11)all il 11011-

(bi) I o1vt'Iiplilit tof 51 itk 1eevisa.1t1 atioi'dtr et(luiIl't'Iit'its tt (lie evui (if
tilt, fIseal Year.

W) 11ut1t01 fot' pvacll'eilcn e ul eii'uts 1114 it b1:1141 for iunetl( add itional11
obligations authoity.

itd) Est floated Caill ibullshnlllit4 t1i'eiitutsuin Collections11.

6,11i.11 fillidilig iidai liltitulltllicut and prueint hoil IIapuopii 1111, Wvill Ii t'tsjt'l,
to 4apittal-I ypi.' miateriel. should tie till of t'e fou'egaliig eh'Iillit, to a Il'
ext ent apliclale.a hut Stih biudgets 5are gvet'ailly Iliote t'anl ell1 t t'd bltlist' of
tilt-, longer t'atl mit anti otheiai slieltil raitls suc4 itti prores ji'il'lnilt f4iil(
sepairatie prioeuil~lt aind anst'wiily comlponenats.

AI3~O)Iw'pialt(d (nunls fao' ojicia t tn and anluiic
When appiropriatedl funds fao' oa ti on iiuitl 1i1iiitilt nticee ar't used( to fiiiane

iiroi'enlIelit a111d iii vent arie Of i'0lislllliiilli 11liuf 't'lt'l, the aIa'iopintlon'i are'
mail1e 1upon I tlit basis of IlnlldI ig. Ohhlga t lana Aumt hoity requ hired for priu'aire-
nuent (as wtell as for services antd other vitarlge9) -nat. 1ll(lie t at k Of.91 tCuiSt Of
maeielil coll-illlt't :0 whenl sIo ac luit arie iust'tlli l in Califi'iist, to &'xvillsioll
Of ally costs wllattver for coisuuiiabie mnaterilt', its w~hi sepairate p~rocur'emient
adi production jailppr'opitions hi rec used.

In t he ease5( of CCI1I rally pi'ovii't't eoulsuniable mnateri'li, tile olieraf Ing agency (s)
responsible for pircur-ement is allot ted operation and nialutelince fluids for
procurement, based uiponifll operuttlig budget-the 5111110 as5 W~IIpn procuremnent
nnd prodiictioii apipropriationls aire liseti to Iintince pr'ocurtemnent. Ali(] 9sliily,
it is expected, the cansiunier acvities wo4 ~ruld receive materiel free Wvithtout charge
to their allotmienits, with avoidlalce of fluid control over their budl~gets. JIas-
miuch as there Is general oppositIon III the military dlepar'tmen'lts to tile lise of
operation and mainntena uice appropriations for financing central procurement of
cons-umable materiel and Inventories (at least at the(% wholesale level) this ('(lf-
dition will not lie assumtted to exist for purposes of comparison of alternative
Systems.

However, In the ease of locally procured consumable materiel, each local
operating unit Is allotted operation and maintenance funds covering, In addition



IMPACT OF D1EFIENM l PROCUIEMENT 381

to fill WIlI' COI, 01ill n111h111 ntl uthoriy for loch procurinent representing the
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Where stock fuinds tire not uti, the propl'osled 1n1((thod (par. 2- of controlling
total oiition and inlt(11neni'nce costs , iniudhig free Issues, through parallel
totil cost and obligation limitntions, would be extended to budgetary control
withiIn a Inilitory department.

,4. Whtcre slock funds are 118cd, at least at the wholesale level, budgeting,
cotlrol, and I(',cottitintf for total operation and nlaintcnance costs 15 simpler,
more economical, and effective at every lerel, than when there are free issues
of consumable materiel and only the remainder of operation and maintenance
Costs is qttbjcet to consumer f und control.

As Indicted In paragraphs 2 and 3, a method hass been proposed, where stock
funds are not used, to control total operation and maintenance costs at every
level, Including free Issues, through separate total cost limitations parallel
to obligation limitations In fundti apportioniients, allocations, and allotments.
Where stock funds are used, obligation limitations through apportionment and
funding actions, cover total operation and maintenance costs, including cost of
materiel consumed ; In this case separate budgeting, control through dual llinlta-
tiong, and separate accounting (Including reporting) for the two limitations is
avoihhd.

Separate budgeting, control, and accounting for total costs and obligations
nieans separate budgeting, control, and accounting for funded costs and unfunded
costs (represented in this case by the cost of free issues). This is cumbersome,
burdensome, and more expensive to operate. The separate control over total
costs (and therefore unfunded costs) also might prove to be weak and subject to
undisciplined violations because it is not subject to the statutory discipline of se-
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tion 3679 Revised Statutes, the Anti-Deficiency Act. In that ease, it is likely
budgeting for unfunded costs and total costs would Ibe of poorer quality than
budgethng for funded costs and obligations.

Where stock funds are used only to finance "wholesale" stocks in depots, the
consumers must budget and be funded under their allotments for acquisition of
their requirements from depots for "retail" stocks. In cost-type budgeting this
means they must budget and be funded for the sum total of (a) cost of materiel
to be consumed, and (b) change in inventory. The sum total Is funded under
each installation's allotment and there are no unfunded costs. Tils provides
financial flexibility, but presents other problems in funding at each installation
for changes in inventory-a problem which is simplified when the stock fund is
used to finance "retail" stocks as well as "wholesale" stocks.

5. 11When. consuncrs pay for costs of materiel conswmed, they 1ill get better
service than when materiel is issued free.

When consumers rely upon others, remote from tile loint of need, to supply
their needs free of charge, together with tie needs of other competing activities,
they are bo1nd to find very often tlat they will not be fu-nished for lack of
funds to the su)plier. Ability to pay from Its own funds will generally insure
auttollltic resp~onsiveness to consumer need and result in simple self-policing
of competing demands.

6. Where 8tock f ds are utsed and consimers are funded for total operation
and maintenance costs, there are positive management incentives for economy
and efficiency which are absent vhcn materiel is issued free.

There are good management incentives when consuiers are fully funded for
their total operation and maintenance costs-incentives which are not available
when a large part of the costs are unfunded. This is because they each have
only so much available funds and have the flexibility to decide for themselves
how to apply the funds most effectively to accoml)lish their missions, for which
objective they are militarily accountable. In tills circumstances, first things must
come first and cost consciousness is engendered. Human nature will work for
these objectives and not against them.

Where some consumable materiel Is issued free becausee it Is not financed
under stock funds), consumer-s have no compulsion nor incenli ice not to ie waste-
ftil. In the past and presently there is no form of b(lgetary control over tile
unfunded cost of materiel which is issued free. This wastefulness wolld be
minimized if additional budgetary controls were exerted ovo-- total costs (and
therefore unfunded costs).

Where there are dual budget limitations oil costs (total costs id funded
costs), a manager is restricted it his fredomn of action to exercise aitermitive
choices to accomplish his mission effectively. In some eases he inay be driven
to wasteful practices. For examl)le, in some cases, lie might use more extmmnsive
substitute materiel which is free issue tian would be available front stt-k funds
more cheaply If lie is short of funds to buy it. Full funding of costs to a con-
sumer under one allotment provides the maxihnuin degree of financial flexibility
which makes good management possible.

7. When stock funds are use, granting of credits to consumers for -material
retut-ned to the supply system provides an. incentive to obtain utilization of such
materiel rather than, let it go to waste.

Credits to consumers for materiel returned to stock funds add to their allot-
ment authority for obligation and expenditure for the gole, I purposes of the
allotment. Hence, these credits may lie applied against purc-ases of other ma-
teriel from the stock fuild. for local p1-chases, or for the cost of services. With-
out these credits, and with a system of free issue of such materiel, there is no
incentive to local user activities to return to the supply system, consumable
materiel which was drawn down but was not in fact used or which after lisp is
reparable.

8. When. stock funds are used. r+pieed prices of materiel in long .nppl! pro-
vide an incentive to consumers to bly the materiel to imnet their needsR rather
than. buy more expeisire although perhaps more desimrable stbstitttes.

This incentive Is absent when consumers are not funded for their total cost .
It is applicable mainly In the case of common, non-technieal-type materiel. With-
out this incentive, when materiel Is Issued free without restrictions, muchi 1n-
teriel can be wasted, especially after newer styles and more desirable nmleriel
becomes available.

9. The use of stock futnds, at least at the wholesale level, means that total
,anmotints of appropriation requests for all eonstitemr ftinds wc~ill fairly, repre.ent
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the total costs of the Jf'ograms fitancd by the respective appropriations. If
other appropriated funds are used to finaice procu reen t of consumiable mate-
ricl, the consumer appropriations will not fairly represent tile total costs.

It is desirable not to mislead the public ioir the Congress as to the total cost
of programs linanced by a given appropriated fund, as may result if part of the
cost is financed under another appropriated fund. This Is especially significant
in the comparison of appropriations to two military departments for a similar
purpose. For example, at present the Army "Operation and maintenance" appro-
priation inelules the cost of all spare parts consumed in maintenance of its
equipment, because Army finances such materiel under the stock fund, except for
aircraft and missile spare parts, the procurement of which is financed under the
"Operation and maintenance" appropriation. On the other hand, the Air Force
"Operation and maintenance" appropriation excludes several hundred million
dollars cost of spare parts and supplies, the financing of which is under "Pro-
curement and production" appropriations.

10. The use of the stock funid to finance inventories of consumable materiel
provides an incentive to a. central inventory manager to manage his stocks and
procurement more effectively than if procurement of the materiel is fineced
under appropriated funds.

By effective inventory management is meant maintenance of well-balanced
stocks, effective distribution of stocks by location, liquidation of dead stocks, and
the related procurement aspects of Inventory management in terms of deter-
mining minimum requirements to be procured to meet needs without initiating
procurement action before it is necessary. Associated with effective Inventory
management is effective financial management in such terms as reasonably
accurate sales or issue forecasts, determination of minimum financial require-
ments to finance inventories, determination of minimum amounts of on-order
requirements, budgets for procurement requirements, cash budgets, maintenance
of effective budgetary control over procurement and other obligations, mini-
mization of losses on disposal of stocks, minimization of the cost of storage of'
materiel, etc.

The use of stock funds requires the Inventory manager to manage more effec-
tively than if procurement of the materiel is financed under appropriate.d funds
for such reasons as the following :

(1) Limitation of stock fund capital means the manager' has just so
much to work with. He must carefully plan and control the use of his
caLpital in terms of balanced stocks, minimulu stock levels, and effective
distribution of stocks by individual items. He must also minimize inventory
losses and avoid investment In dead stocks so far as possible. Failure to
do these things would make it difficult for him to meet customers' needs,
for which he would be militarily accountable.

(2) For the same reason, sales must be relied upon to provide reimburse-
ments to pity procurement bills, rather than definite appr6lriatlons. And
special authority exists to anticipate reimbursements to the stock fund for
the )rocurement leadtime period without regard to the end of the fiscal
year. Hence issues or sales must be accurately forecast with periodic revi-
sions as a basis for financial planning and budgeting for procurement in
order to keel) the stock funds solvent. And reimbursements for sales of mate-
riel in long supl)ly are appropriately found to be most useful in buying
material for which there is need.

(3) Cash budgeting for receipts from forecasted sales must be reasonably
accurate andbased thereon, payments to vendors and deliveries of materiel
under procurement contracts an(] orders must be scheduled month by month
in advance during the period of procurement leadtime in order to keep the
fund solvent and not violate section 3679.

(4) Orderly and timely procurement budgeting and control of obligations
is required for the reasons stated in the preceding paragraphs.

(5) the continuing availability of the.stock fund nieans there will be no
incentive to obligate funds at the end of a fiscal year such as exists under
1-year appropriated funds for 0. & M. programs. To the extent stock funds
are subject to annual apportionment, this reverse incentive Is ap~pllcable the
same as under no-year appropriated funds for procurement,.but In a reduced
degree because of the other restraints stated above.

Substantial evidence of the effectiveness of the stock fund in reducing stock
levels is the fact that liquidations of stocks In long supply have been the principal
reason for generation of excess cash li the funds. Such excess cash in the

6 EFF TVIWII,*tjAi'4I ,. b
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amount of nearly $5 billion has been the basis for rescissions or transfers to
other appropriated funds (in lieu of new appropriations) by the Congress
through the fiscal year 1000.

When procurement of consumable materiel is financed under separate no-year
appropriated funds, there are definitely known amounts available (except to
the extent of esthiated reimbursements for a much narrower area). This
system of financing results in relatively rigid programing, budgeting, and
fund control of procurement on an annual cycle with emphasis on use of avail-
able funds and subordination of attention to forecasts of issues awl optimumn
stock levels-tending to lead to the reverse results from those stated in the
foregoing paragral)hs.

As indicated In the first section on background, the problem of Inventory
management of capital-type materiel, having long life, is different than stocks of
consumable materiel which are expended as they are Issued. The use of ca.pital-
type materiel can le physically controlled item by item, Nit usp of (onsunable
materiel must be controlled through consumer budgets. Hence, the weaknesses
of appropriated funds for financing consumable materiel, as outlined above, are
not applicable generally to the area of capital-type materiel which is the normal
subject of appropriated funds for procurement and production. however, at the
same time it should be observed that the two different sets of basic manage-
ment problems for these two areas of materiel means that the financing of
both under the same appropriated fund tends further to weaken the appro-
priate attention to the peculiar problems of budgeting and budgetary control
for procurement of consumable materiel.

,In sunnary, the use of a stock fund or division thei'eof, creates a semi-
corporate position for an Inventory manager and permits him to function like
a wholesaler in relation to the consumers. Ile is permitted and compelled to
be like a merchandiser in the commercial sense. The stock fuind permits 'the
manager to more effectively correlate procurement and stock levels with con-
sumer requirements.

11. The use of stock funds provides financial, flexibility in management of in-
ventories of consumable materiel, with minimization of stock levels, which does
not exist when appropriated funds are used to finance such materiel.

As may be appreciated from the discussion in paragraph 10, the'requirement
for reimbursements for all issues of materiel from stock funds for purposes of
consumption provides funds for procurement to replenish stocks commensurate
with issues. If such issues are greater than forecast, the budget for procure-
ment may be increased administratively during the fiscal year without processing
a supplement appropriation request as would be required if materiel were issued
free. The stock fund will accommodate an increased turnover of stocks without
increase capital, within certain limits.

Conversely, the use of the stock fund with continuously revised procurement
budgets geared to sales forecasts, as modified by actual sales experience, pro-
vides an incentive for minimizing inventories and holding them at authorized
stock levels, instead of increasing the inventories as issues fall.

12. The use of stock funds insures the protection of mobilization reserve stocks
for the purpose intended.

Because reimbursements are obtained for all Issues under stock funds, all
stock levels may be protected, Including mobilization-reserve stocks. Where
there Is a decision to reduce or augment mobilization reserve stocks, stock fund
programing procedures clearly reveal the circumstances permitting manage-
ment to specifically judge the appropriateness of such actions.

When appropriated funds are used to finance consmable materiel and Issues
are made free, experience has shown that mobilization-reserve stocks may be
eaten in part and require delay in replacement until subsequent appropriation
requests may be processed.

13. The use of the stock ftnd facilitates improvements in supply organiza-
tion which result in economy.

In the Navy the designation of the Bureau of Supplies and Accounts Is re-
sponsible for the operation of the Navy stock fund expedited unification of the
Navy's supply system with respect to consrmable materiel, while preserving the
technical cognizance of the other bureaus in the materiel categories peculiar to
their respective fields of responsibility.
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Complete unification Of a supply system iII one military department means:
(1) Establishment of uniform systems and procedures.
(2) Elimination of item duplication for inventory control and procure-

iment where more than one operating agency is engaged in supply operations.
(3) Centralization of inventory control and procurement of major items

of materiel to the greatest possible degree on a departmnentwide basis-both
wholesale and user level.

In the Army, the use of one stock fund division in the 3d Army pointed the
way toward unification of the Army's supply system In posts, camps, and sta-
tions and overcoming the difficult situation at that level resulting from having to
follow seven different supply systems (one for each technical service). At the
same time, each technical service is given a separate wholesale stock fund divi-
shn to finance the stocks of consunmable materiel in its own depots. Under this
system, the Deputy Chief of Staff (Logistics) has been assigned responsibility
for overall staff supervision of stock fund operations of the 3d Armny Division,
although it does not have command over 3d Army (command Is Continental
Army Command). Of course DCS(LOG) already exercised control over the
stock fund operations of the technical services which are under its direct com-
mand. This pattern would be apl)llicable on a much wider basis to the use of the
Army stock fund for other Armies in the Zone of Interior and overseas commands.

14. The opcrAon of 8in gle supply systems for the entire Department of De-fenise at the "woCsale" level for common categories of materiel under "single-
manager" assignment8, has been facilitated by the use of stock fund.

A separate unified supply system at the wholesale level has been created for
the entire Department of Defense with respect to each of the several major
common categories of materiel. In each case there is a single-manager assign-
ment to the Secretary of a military department. The principal separate assign-
ments have been as follows:

Army:
Clothing.
Subsistence.

Navy: Medical and dental supplies.
In each of these three cases, a separate supply manager has been designated

within the assigned military department to operate the wholesale system for
the entire Department of Defense. His office procures and manages stocks of
mnateriel for all of the military departments. In each case a separate stock fund
division is used for the purpose. Sales are made tq the respective military de-
partments upon transfer of materiel to them for their "retail" stocks or for use.
This system eliminated separate wholesale systems in the three military de-
partmnents.

DISADVANTAOES OF USE OF STOCK FUNDS As COMPARED WITH APiPROPRIATED
FUNDS 11

(No. -The statement of disadvantig,s inade below includes allegations and beliefs of
others which are not necessarily valid nor Iased ipon complete appreciation of problems,
as will be shown In the discussion of each point)

1. The military forces risk to a greater dcgrec the groutndbig of aircraft or non-
availability of equipment for lack of spare parts, if such materiel is filnanced
by a stock fund. However, the degree of risk is proportionate to the quality
of financial management, especially in coordinating of programing, budgeting,
and funding, and with good management the risk should not be significant.

Military personnel generally have a real fear of impairing military readiness
by reason of aircraft or other equipment being even temporarily out of service
for lack of parts. They are accustomed to free use of spare parts as long as
they are in stock, and they fear the possibility of being unable to use parts
actually in stock at some Installation or installations if such parts are financed
under a stock fund which must be reimbursed by the consumer from his allotted
funds. This fear is most acute In the area of aircraft operation and maintenance
where spare parts have not yet been financed under stock funds.

This fear, in the aircraft area, is based upon present conditions which are
characterized by the following:

(a) Operating budgets up to now have not included estimates for use of
spare parts. Budgeting for use of spare parts is not easy, especially at any
one installation. There are many who would like to avoid forever budgeting
for the use of spare parts by consumers.
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(b) Operating budgets generally have not been Ildequately coordi na ted
with programing. Different people are Involved.

(c) The availability of operation and maintenance funds has been seri-
ously curtailed In favor of "hardware" procurement.

(d) In the allotment process. funds have been spread thin to meet budget
needs without first making hard decisions In reducing the scope of operation
and maintenance programs.

(e) The lo'al commander his not had u) to now much flexibility in use
of his various resources. lie has had minute (ontrols over use of fumds and
personnel from higher level. Military people do not visualize a change,
although It is in the making.

Now that the decision has been made to budget for use of spare parts (at least
In operating budgets, if not the President's budget), and to limit total costs at
every level (including unfunded costs, If any), It Is necessary to face U) to this
problem whether stock funds are used or not to finance spare parts. It is
appropriate to thme-lhase implementation of this decision. Experience in budg-
eting must precede the use of total cost limitations ; It Is desirable that experience
in accounting for costs shoul precede budgeting; and experience in the use of
total cost limitations may have to precede the application of funding total con.
suier costs.

Likewise, It is Important to time-phase the broadening of granting financial
flexibility to the local commanders.

Above all, It is Important to integrate operation and maintenance programing
and budgeting, to make timely program decisions, to develop sound operation and
maintenance budgets, and to provide funds to match approved budgets.

When these actions have been taken, it is believed the fear of consequences
of funding total consumer costs and using stock funds to finance spare parts will
disappear; there will be awareness of the meaning of financial flexibility to the
local commander-namely, in that case, lie will not need to depend Ul)On the
supply system to have funds to supply parts to him: that lie will unquestionably
have funds to meet his real needs-that if anything must be sacrifled, It will be
of low order of priority. From an opposite viewpoint, the use of stock funds
and consumer funding would provide an Incentive to Integrate programing and
budgeting and expedite program decisions, because It would le In everybody's
interest to do so; failure In these respects would cause difficulties which would
have to le avoided.

2. It is easier to get appropriated funds for proctrenment and production thon
for operation and maintenance. Hence spare parts should be procured muder
proctrenient anl production appropriations and i.qsued free.

This has been true in the past, especially in the ease of spare parts procured
concurrently with the end Items upon the basis of a percentage of the dollar value
of the end Items.

Provisioning for spare parts is being tightened up. At best, tile statement of
the disadvantage is specious.

3. The use of stock funds results in increased paperivork with. greater adw ir.
istratire costs.

In the nmin increased Paperwork in the materiel area has been in Army and
Air Force in recent years. It has been attributable in the main to tile Introduc-
tion of financial accounting for all materiel whether or not It Is financed under
stock funds. It Is believed that the results ,mre- worthwhile In redueint stock
levels and procurement, especially in the area of consumable nateriel, and that
the increased discipline of stock funds has brought greater belnefIts than where
they have not been used.

Another reason for increased paperwork in the consumer area Is the budget-
ing and costing of the use of consumable materiel by responsibility area, but
this I true whether or not stock funds are used to finance the materiel. As indi-
cated under the heading of advantages, the use of stock funds and consumer
funding of cost of materiel to be consumed actually reduees paperwork as coi-
pared with the condition which exists when the materiel Is Issued f ree.

It Is true that there Is room for improvement by reduction In paperwork In
financial accounting for Inventories and cost accounting for Issues. And work
is being done In this respect. For example, there Is a general movement to elim-
Inate detailed accounting for small Issues-this Involves item accounting as well
as financial accounting. There are cases also where there Is unnecessary work
which should be eliminated In central clearance of chamnees for stock-fund issues
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to consumer activities; correction in some cases involves clearance of charges at
station level.

4. Apportionment control of procurement obligations under stock funds tends
to destroy the advantages of the stock fund from the standpoint of improving
811pply filavagenlent.

This is really a criticism of a particular form of budgetary control employed
at the level of the Bureau of time Budget and Office of the Secretary of Defense.
it is not necessarily a criticism of the stock-fund system.

Stock-fund apportionments place absolute annual limitations on obligations
which may be incurred-the same as for procurement and production appropria-
tions. They are based upon approved operating budgets. Reapportionments are
required when operating budgets are revised during the year.

Justifiable criticism of the method is believed to pertain mainly to the reap-
portlonment requirement, inasmuch as It impairs a stock-fund manager's flexi-
bility in making prompt budget revisions commensurate with changing sales
forecasts during the year. It Is not believed criticism Is Justifiable to the extent
it is based upon the objective of eliminating higher level administrative review,
adjustment, and approval of stock-fund budgets. Higher level administrative
control is required.

Although the Director of the Bureau of the Budget has the legal authority
to waive exemption of stock funds from apportionmuent requirement, he has not
granted general exemption because experience has shown the need for it as
a means of insuring satisfactory financial management.

Exemption has been granted on a trial basis for the Third Army Division of
the Army stock fund and the Commissary Division of the Air Force stock fund.
Alternative controls are required to be exercised by the Oflice of Secretary of
Defense, each designed to increase flexibility of the stock-fund manager. Under
the alternative controls there is a limitation on stock-fund capital of each divi-
sion, including "cash" as well as inventories, together with approval of the
operating budget (including the buying plan) under the condition that it may
be revised currently (within limits) by the military department concerned,
commensurate with changes in actual sales as compared with sales forecasts,
without obtaining prior OSD approval of the changes.

It is the view of the Office of Secretary of Defense that it would be desirable
to exempt stock funds from apportionment as the respective stock-fund managers
prove their ability to properly manage the funds and as more flexible methods
of establishing higher level controls are established and proved to be effective.

5. It is believed by some that financing "technical? mat(riel, such as aircraft
spare parts, under a stock fund is a mistake because of stock obsolescence losses
which are bound to occur. They believe such losses might impair the solvency
of the stock fund unless covered by specific appropriations to restore capital, and
that requests for such appropriations would be looked upon unkindly and
perhaps refused. There are several fallacies in these views.

While it is true that stock losses are bound to occur to the stock fund upon
disposal of surplus obsolete spare parts, such losses should be mininized
because:

(a) It is believed this possible result would actually be reduced because
the stock-fund manager would be more careful in making purchases than if
all such procurement were financed by appropriated funds.

(b) The cash loss to the stock fund would be reduced through use of
"surcharges" in the sales prices for materiel actually issued.

Even If stock obsolescence losses do occur to the stock fund, there is no
requirement for direct appropriations to restore the fund because there is no
requirement to replace the particular obsolete parts. However, as ani inde-
pendent matter, appropriation requests for increases in stock-fund capital may be
required from the to time to cover the initial investment in stocks of spare
parts for new equipment items. This has always been normal procedure when
appropriated funds have been used to finance procurement of spare parts.

It is true, however, that appropriations requested to increase stock-fund capt.
tal should be for the total net capital requirements in the light of justification
of all stock levels. In this respect, past gains and losses in capital. as shown in
stock-fund reports, would be particularly scrutinized, but this would be a healthy
thing.

These matters were thoroughly considered in developing and issuing stock
fund regulations (DOD Directive 7420.1) and related instructions concerning
criteria for materiel to be financed by stock funds (DOD Instruction 7420.5).

- c~EP'e#iv.., ~ I
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0. If stock funds are used to finance concurrent procurement of spare parts,
procurement contracts will require citations of two funds (a) stock fund, and
(b) procurement.and.productiont appropriated fund, for the major equipment.
This results in complicated accounting requirements for both the procuring
agency and the contractor under "indeflnite-price" contracts which are common
in this area. This admitted diljiculty tnay be avoided, however.

A method has been developed which permits citation of only the principal

fund on a contract which i priced on a basis other than firm fixed-price. This
method would peripit the use of stock funds to finance the concurrent spare
parts which are bought on ait contract which cites only the procurenent-alld-
production appropriation for both the major equipment and spare parts. An

adjustment wouli be made upon delivery of the spare parts to the stock fund by
mcans of reimbursement to the procurement-and-production appropriation for
their cost.

7. In co se of all-out iar, the use of stock funds and consumer fund. control
would have to be abandoned completely. In ease of limited war, the use of

stock funds and consumer fund control would have to be abandoned in the com-
but arc. There are some who believe that all financial controls should be the
same in peacetimne and in, all areas as in all-out emergencies; this view is con-
sidered to be erroneous.

In all-out emergency areas, financial controls generally must be drastically
reduced. However, It is not believed wise to use this fact as a basis for Justi-

fication of avoidance of financial controls in peacetime or In areas not subject to
emergency conditions. It Is necessary to avoid waste and economize In order to

use resources effectively In providing maximum military readiness.

POLICIES AND ULTIMATE OBJECTIVES CONCERNING TIlE USE OF STOCK FUNDS OF
TIE MILITARY DEPARTMENTS

Department of Defense regulations governing stock fund operations authorize
but do not direct the use of stock funds by the military departments to finance
all inventories of consumable materiel. It has been and is presently the ob-

jective to extend as expeditiously as feasible the use of stock funds on a uniform
basis for the three military departments based upon maximum appropriate use
of this authority. For example, it is not presently considered that it would
be appropriate to finance ammunition under the stock fund.

To a considerable degree It is believed that achievement of the ultimate ob-
jectives in the use of stock funds will depend upon the sati-factory Implementa-
tion of the Department of Defense program for improvement in financial
management, especially in the area of operation and maintenance appropria-
tlos. This is a program in which there is participation by the Bureau of the
Budget. the General Accounting Office, and the Treasury Department under tme
joint accounting hniprovenent program. It Is designed to Implement Public
Law 8 3. 84th Congress. as well as title IV of the National Security Act, as
amended. with respect to-

(a) The use of cost-based budgeting.
(MI The use of a consistent account structure for pluWposes of programing,

budgeting, and accounting (including budgeting and reporting).
(c) The use of the accrual basis of accounting with financial accounting

for property as an Integral part of the system.
(d) Simplification of funding practices.

Department of Defense Directive 7040.1, program for improvement in financial
management in the area of operation and maintenance, was signed by the Sec-
retary of Defense on May 20, 1959. This directive establishes policies and
principles to be followed in this area, and it requires establishment of a time-
phased schedule for Implementation in conformity with Bureau of the Budget
Bulletin No. 57-5. When approved by the Assistant Secretary of Defense
(Comptroller). those time-phased schedules will be carried out under the super-
vision of his office.

Additional directives with respect to improvement in financial management
will be issued in due course with respect to the areas of construction, military
personnel, procurement and production, and research and development.

It is not anticipated that specific orders will be issued with respect to the
timing of the Installation of any specific extension of the stock fund in one of
the military departments, but consideration of such timing must necessarily be
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one of the aspects to be included in the time-phased schedules for ill pl( entation
of DOD Directive 7040.:

I)OD Directive 7040.1 does not settle the question of the use of stock funds.
It would permit any one of the following methods of financing inventories of
consunable materiel:

(a) Stock funds at all levels for all stocks.
(b) Stock funds at depot level; operatIon-and-maintenance funds for

retail stocks.
(o) Stock funds, excluding local purchased materiel which would be

financed from operation-anti-maintenance funds at installation level.
(d) Procireiiient-aid-productioii appropriations for centrally procured

materiel; operation-and-maintenance funds for local procurement.
(e) Operation-and-maintennce appropriations for centrally procured as

well as locally procured materiel.
However, cost-based budgeting and accounting would be required for costs of
materiel consumed under any one of the alternatives. Under alternatives (d)
alnd (c), costs of centrally procured materiel would be "unfunded costs" under
the operation-and-inI ntenance appropriations and allotments therefrom.

Here it may be mentioned that DOI) Directive 7040.1 defines consumable
materiel as distinguished from caluital-type materiel consistent with DOD In-
struction 7420.5 for stock funds as follows:

Materiel, conl~sable.-IMaterlel which after Issue from stock Is consumed
in use or which, while having continuing life, becomes incorporated in other
property, thus losing its identity (for example, spare parts). Excludes
major components of equipment, such as aircraft engines, ship propeller
shafts, and electronic "black boxes."

Norrr.-It is Impracticable to establish by definition a precise dividing
line between consumable materiel and capital-type materiel with re-
spect to components of equipment. However, any components of equip-
ment which are susceptible to cost control upon the basis of budgeting
and accounting for the cost of consumption should be considered to be
consumable materiel, and all other components should be considered
to be capital-type materiel.

Materiel, capital-typ.-All items of property, except real estate and corn
sumable materiel (q.v.), necessary for the equipment, maintenance, opera-
tion and support of military activities without distinction as to their applica-
tion for purposes of combat, logistical support, or administration.

Thus, by aircraft spare parts is meant those Itep s used in repair of aircraft
and aircraft equipment, but excluding major components such as engines and
electronic black boxes, which are presently considered to be capital-type materiel
appropriate for financing under appropriated funds.

Capital-type materiel would be required to be financed under procurement
and production appropriations except for certain equipment authorized to ,be
locally purchased under operation and maintenance funds. el

The Department of the Army has Installed the use of stock funds to cover
all major categories of consumable materiel expected to be financed under stock
funds, pursuant to this program, with the exception of aircraft spare parts.
However, in the case of certain categories of materiel, stock funds are used only
to finance stocks at the depot level which are under the management of the
several technical services. However, as a test in the Third Army, there has
been installed a stock-fund division which presently includes all of these cate-
gories of materiel at nine installations of the Third Army. This stock-fund
division, which is under the management of the Continental Army Command, if
successful as expected, will be extended to the entire Zone of the Interior. This
division includes inventories of all materiel categories in the technical-service
stock-fund division, except Transportation Corps; however, it excludes engineer
repair and utility supplies which are financed under installation allotments on
a local purchase basis. It Is expected that additional stock-fund divisions would
be established on a similar pattern for depot stocks for oversea commands.
Tie Department of the Navy has instilled the use of slock funds at all shore

supply activities on a worldwide basis for all major categories of materiel ex-
pected to be financed under slock funds, with the exception of aircraft spare
parts. In addition, the stock fund is used to finance consumable materiel
carried afloat in flet Issue ships and on a test basis in tender and repair ships.
Studies are currently being made in Navy which are considering the extension
of use of stock funds to certain combatant-type ships.

' ~ ~ ~ J A to ,3
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Thet l)elni it ent of thle Ait- Frev hlinsta1l led file Its( of sI m'k finds lit fill
levels b 'oliltegoles of ina1teiel wh'ichl ar e g('llerlly kinowvlits('01111111)t 1lm., hilt
It lilts not1 used thli Stock t'ullid to tliiiim'eO ItiVetitot'li' of spMit i'11111.45 ot 1't' CH IP
got-leg of teelttilleal nta1tei'tei. It lift" not yet 1ittI ted the st oci fiunds to tliititiieI
get4'iuI Ntj)1 i 8111lelto tie.1001 (l ep ot level nior lovilt pr uoci t'('ttt('ttt otf common(11 ('(lit-
aiiez'el ('otisuiijptio1)1-I ype utitei'lel. lIt t his respect, It 14 liIkely thatI liet Ali'
Force will ind11 useful some of th l met 11(14 of (t1rit tug sto('I funds ilm-M'lled'(
Ili the Armiy and1( Navy.

mr m('O lit ti1 (to) 110. tli itik thy p11ittetiiv liked I'lle idell.
Represetiitlt'ive Cu tins. 'Thev did( niot. 'l'itile whlek Poit, of

Ill tin. 1111tdifIh'ronee (loe4 it, 11111k( it'he do ntlk itf'it,

INip. AM"Iudit. lo I Ulii ti the Aitr Foi't'e tises it. 111011111( iitdei'st~anids it,
hii'tet' 110w. 80111( 01 Ulit' people, NN'liii wen': a i',gtt I g agaI tist. I lie sI wk
fin 1d, 1n0w 11 t*(' liegi li11 hglo Io 0 t('( )&ft i'/A' son( i t01 ii5 tieiit .

Ih'jwrcselilt ivie (1 i'rrns. On th Ile of her. 11u 11111iiyl a Ihle M I. Fot''e is
r ightf.

'. I ( M 1' aIT I a' The liolc st o('k fi [Ind I0 rell is get (.1 g ft'on I oi I th))
1)01111. of iewi, it. lpl'ef I good I-iev iei wo-k ig NiitIi1 tlte ('0111)1 iri ler'S
Office. I think we hatuve li11id(e Somt e sihit i 11 )1'0gt'e.s ill11 tisaII ea

MrIi. Rim .1 We hav r'ec1a(ogniized , MnI ' (
1
tpis, t1he diffIle'ei(es ill 1,1ie

111iit fiv NSe-v ices oil ilie sI ov'k I'tl fol. b some 1mwln.
U. isl a quest ioul, I I lili ,ftint 1 somue of I lie Se-v ies il pu v1)1t the w r1ot ig

kin o11(f it emis ill the st ock t',ulds, Mi nyl aot her se rva' e lilts n o( got)ie
faitr en ou gh .

We. i'eallIN' (1o not, 1(110w the tlinsweP. Mll 1 1ttit telling youl 1,1 111'l
reQal probleii honest ly lilliv ~en getIi tig gooti Soli il iia foi' (let el-
hulng AN1'htt Should. goi ind 111(1 lt should sA 11N out(

Relpieselit liv( (Yulu'ts. Ile( an' ( lilking abotit ain tg (1isei'eplicleN
nlot. somlet lung f hilt, is just it lift I Ivhit. We( 111*e I t1iltigr tihotit 3.8 per'-
vecnt, list' ill tile Au'r FO1Ve lgast.. 93 pe1'('&tt r-oughly, lif least ove' 90
p lit ill lhe ot her three0 services.

1'il~esuit t iyeCuins.Yes.
NT.MGV1E woititi point ollf1 to voul that if Not] jiust. take suhb-

sistoence, Clothing, so011)0 of those kis(11(1f tliings i hat a 111. Supplied for
tile Air F~orce, these arc in sf oec funds(1.

Now, obvuolish , yolu have to fakle, those out, if vonl Iluive to4 comlpare
Common things. 1, I Ihot think it wNill Sillistaif ilily ehan11ge thle piefi joe
hut it has at bearing.

Represent ative Cunuis. T NvaS so ia'p1)y when vonl malde flhe remark
that~t if voil are talkingi ab~out. the same thingy it does not nateci whet-her
it has aii Air Force, Navy or' Army' iniformi' on it or not.

Mr. Mcflrrll. We arc examining this field to s(ee if wve call make
so0liet iliPI'ovetiienf s ill it..

Rcp'csnta -ov Cunris. I am ver-y pleasedl with yVtt -Overall fest i-
ii)101111.

NowN, I asked somle questfiouis of tile fluien of the Budlget. We (10
not have tiune to go into it-, but I am veryV innch conccl-ncel about, this
area of capital goods. 'The lanutage I uise is iny own, and I want to
be suire I get across to volt. Ili the pr1ocure'men~lt of machinery, for
examplle, that is used, tool m1achinlery, I gave, as a specific. example, to
illustrate the point, the equipment, used inl the optical shop1 that the
Army was running out in St. Louis, Mo., which requires a. lot of -ver'y
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(ostly ilchines. I-risked what happened to that machinery when it
liedel replaceiiient.

Tlie sftateiiieiit, was tiol, we simply got it, through mainteniaice an1d
il);ralio1I account s lmt it Iever was (apitlalized(.

Now, lhat, is heI process whereby tie Ililitary is enabled to go into
ivilia M yO busi iess witlhoul, the 61on gress 111d' Appropriations Coin-

Illitteo realfizinig they go in there. If they can buy this capital equip-
el(it t, Ii'ough 111aiivt(allulco a11nd o)e'atliolis atcoulIts. So the (fi(stion

is welilter li 1Itcoliiing systeili 2o0w is such So YoUl ca Catch these
(al'tiil goo(s it(ii andi (es1ion ll whe lii their purchase, is advisable.

(I01'Ii(NMiN'1NT ('OA1[l'I'ir'ION IN BUSINESS

M'I. Mc-GUIII. 1"o I fire ill Iillis 1i'ograil 111(1. we ire oil 1)01 sides
ol I' ti i(' e oil tI. is co ,Nll iiecial 21111d 111(1srial coinpetitioni.

Beiur'seiit,ive Cn'u11S. Yes, oil the other side I was going to ask
VIII h ) (.N jXuliinl soiliethiiig for 1111i, is ills I isilless of get tilig olit, of at
lot 0I, 5 Isl ss you ii ilre 111 (ly ill e

I know I lau, a lot is lwiii (loli(, oil I 1121.
I will say 1111t1, I lhinc ile ( oli'ess liere ill t'llis i nlistal (e is it,

121llf1lhis 1is ily ju(giiel-in lalinyiei'iiig your attempts to get out
ofl so ,iie of lle (,iviliall Ol)e lit .oil.
Mr. IN1( '(iiillmE. Ally ll(%w ,12 '-iii't nlist lIe rl)Oled tol my oflice.
11' li"e tightelie(I l1) oil whal01. is it hew s lrI ill this program under

i1 (lil (t, t ioil of file 1 r ii'u o I' 11 ]i( llIgelt. This is fu1daii'enital ly a
lrelu a 0,1' Ile B udget, itsograni as y ou knmow. The specific point , you

11110 11111kli g, old bele I -epeielli'( ('llt of, le, us say, it n(%w cyl indicalgrl'ld(llg IIuItchilIe. 1. 1a1 not I00 percent, silre f would get, it that

Oi(, but I do gel, it it, indirectly iit is way. II live recently come
il'Oss severl of(1 he1 t case wli'e IL it dl)artnient wants to buy. It is
required l ilht tew1i"' screen t le idle 1a('l mie tool list, that, we have an1(1 we
raise, tm question : What kind of thing is this being used for? and
do we. ImVe olle in inveilltory that will satisfy ouir need ? There haitve
been 1iallny instances of that lately. e

We have also had several imistances where we stopped procilremienit
of tools because we felt we had adequate tools in packages which we
were breaking up. We are seeking to do this, due to our past require-
ments changes. This results in more production than we can foresee
i(quiriements. W'e airie trying to retaini only that equipment for which
it firm requirement exists.

A great example of this is the Michoud Ordnance plant package for
taiik engine production. We had a greater mobilization capacity for
tank engines than we would need. So we disbanded this plant, di-
verted the tools to facilities where we needed more efficient tools or
else disp o sed of them.

I am not always in a position to catch this kind of thing. I cannot
assure you I will catch every one. I am exposed to it. I think we
ought to probably get in it deeper.

Representative CUrIs. I think it would form just like warehousing,
and I am very pleased with your figures on that, warehouse space is
a good checkpoint to find out overall inventory.

Mr. McGJIRE. That is right.

DEFEC Tj bF tl(, -arp*
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Repesitfafive S'r'N o thliS area01 of oXpetidiftIre'S fo' 11i1080 gOOd'4
for t lieso t S, ill iilttIlstriy, wold he capitaltized 1111( called capital
gOOds-, is It gofte ickoi

Mr t. 1Alt,( i1lt'. I hlave ievtot 1itidoeRstood ats at iusinlessilnhtn comlinlg III
hore NNvttere it, I 18 l. for th l(wi-ertnen to bo ill ltsiiess, wily we
,do niot. empifitali/A theise fools anlo i'elly sot aside tho reeveHs fi 11t;
NNv0 Cait rep1lae it tool wilten it lbecolit' illeffici('it.-1 11111 141re. 0tht Coll-
gless wit tt5 s 10l Ill'vo the1( best, they have ol duel 'ItilisfrI'ltied filtt
that.t we can11 sell tCho old toot anlo buly it new oneo.

Now, we have made some stej)8 ini this dii-ectimo inl en1C01ura1ffmtl
tho smwrv es lo0 go i it ( this so tChat~ we catll offset the Sales price oh to6
neow tools wit It flhe ref1,1uu'1. of thIo old tools. .TliH is (otltilgiitg t hetnl.

1 1t111 not. spollithng ill ternis of lttmii(red-year-olI pieces of equlip-

Reprsldtsum III iv~e (1 iilis. "'hit. i th efflicieitey ilt tho of lmei' di rectioit,
from iutiot ilet, but, 1 tiink it, shtoilil be0 it 1111ttem of cost, itcottiut-
1ttg.

A\lso(, itf tis wer'(i'set. 11 onl good cos't accoulifinig, the military would
Ulet) VVI(10i otlttsi %e ly tit. tey cantuot--

Mr. Std0i rax 1 'tlii it, wolldIII~ it -, f ellsy for uls to get, funlds
ftrom ('ottri-ess IW('ilmse theuy wVoltld iecogmii.e tho 1t1Iitach witsW womn
olit. or mlet k'ienit

Repm'esenit Idf lye Citmi'rs. Oneo pmitleinitu said in St. Lottiq the Army
prtobtlbly could nt1a1k( au1toittohuies clealpor th11n Genlerl Motors be-
Cause11 f1 to~ (10muft. hmt~e to payit a xes.

Of ('It'1se, ho hadii not, ove.l itncludeld lis Hillary its a cost. item inl his

Alr.. Mc~uuuum. Lot.1usinot1make (thu isi gges"t-ioti.

MOIIZ'ATION 1lESEtI

Ropresetutaltive Cumrrtsi. lie said, writhe Ar-my would have to paiy
himl anylwaY."

1111 thin if w rot, Som11 goodI Cost aceounltinlg inl hero onl th capital
good-.,, it, w"outld 1II very itellpfi. Now, m~y littid obserixtiotl for futr-
titer 'oiteitf, i111(111 thltic youl hatve developed1 it to some degree, youl
ha1ve talkedl about the nloliiltionl reserve. In that, of course, wve (d0
not necessarily have items that we have inventoried lbut we check
Whether we halve the pu'oducetionl capaity n te Io terell itsense in grindig something off the prot dulctliontlle lie anft origi
if we know thiat. we have the capacity to produce it within a inonChi's
notice.

Air. Mc~hunti. I would like to see if I can skirt, this.
This is a co(mp)hcfted subject. Obviously, we are talking about

mlechailcs., j1'ig is getting inito high Security areas.
llepresettitive Ciuii'i'is. I (10 not, want you to get, inito that.
Air. MfcGIum. Fundatmentatily, what we are trying to achieve with

our mobilizationl reserve is a reserve that wvill give us capability to
execute a mission immediately and replenish the attrition dulrinlg that
mission.

Now, we take into acecount the pipeline time-how long do you have
to take to get a bitllet you shoot, replacedI

302



IMPACT OF DEFENSE PROCUREMENT

It. is obvioiis if Iva get, into it limited war and we shoot half our
bullels wo depreciate oIr posit ion to fight a general war if that should
be a factor oi' tlir limited wair spread out to greater areas.

So we must. consider' tei J)roduction ca ability.
We are atle-111p1ilig, Iti1(I I thinlc we are suecee(ling, in not puttilig

into war iio1biliziIion reserves, everything that everybody under any
circunist aces Iit colnceive of. There are certahi long lea(ltime
items you light hiave more of but short leading items you practi-
cVily v1e lone of, becautise you can replace ielmmi or get ti iem off the
shl yes of industry.

RloeIrsentat ivo CJr'rms. You are talking exactly of what I was con-
ciedd itibotit I)ecaiso I t lhlc some of ti itellis in the garibage pails,
as I described it, hIave been l)urclased unnecessarily front an un-
reia list ie' st ill )oi lt.

Someone mentioned some friction tape. It happend to be listed
oil the disposal list as N-1 bit, they exitniied it iuid it, was N-i all
right, from the standpoint of never being ,used, but it was 8 years old
at11d therefore of no use.

I was thinkin g ill regard to thai point.
Mr. Mc( uitui'. I am glad you Iwought, this l). W have also put

souime work in on the lblsiuiess of 1lhe turnover of tlI(sU stocks. '1'here
11i-o cei'tl i1it of I lieso stookls t hatl, mire wr)iilille.

Now, you lave to have, (lepemi( ding on fl1e item, a variable system.
Under the former so-called sanctity of the mobilization reserve, you
col1(1 uiol, segregate tl Viiriiibles.

There are certain items t1at, you can take a calculted risk on a
replacement basis to turn t lem over. We have this problem in food.

lepreseuit tive Curris. That, is what the trouble with the ham-biurgers waIS,I will pinpoint whale, Iis is at1d tieii close lip. You see, we have

brought out the discrepancy again between the services in their mo-
bilization reserves.

Surely if an item, handtools or whatever it is, is regarded as being
all right as a turnover itei or short lead item or long le, ad item, there
ought to be some similarity in the various services. Yet here is the
)ercentge distribution of GSSM inventory held by military services
)y retention categories. lere in mobilization, Army 4 percent; Navy
1 ; Air Force I; Marine Corps 19.

In t he economic reserve there is like-wise a great discrepancy: Army,
4; Navy Reserve, 3; Air Force, 16; Marine Corps, 22.

Mir. Mc(uniE.. I think those figures are ours that we developed for
the l)urpose of correcting the thing you are talking about.

Representative Cuirris. Let me make this very clear. A great deal
of the information that this committee has is the result of the fine work
that you people have been doing, particularly in the past year or so.
Wo certainly want t-o commend you for it.

Yes, we are throwing a lot of the figures back at you and I know
you people evolved them just to point out the things we have been
(liscussing.

Mr. McGuRE. I was trying to give you the reason. I will not tell
you today that we have completely solved this problem, but I think
that we can say that within the foreseeable future, and I mean in the

'V .1p
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fairly Hooll, 411livIC fithliv, Oilt(, this olm is reldly goillg to Im 1111ile(I
dowil t-ight'.

TIm sol-vives revognizo Olim.
This is dle livall ll. aspect, of IVIIIII, Nvo 111m trying Uo (to Ileve.
1 11111 pill-fielillirly grilleful, for Cho lipprollell ('11111, tlli,4 comillictev

lilts fill(oll alld I Illink it. shollid Im vollillivilled oil, Chat hish-Ild of
111111(hig (livill it horror ellsv story yoll linvo Ilso(I I'llem ild'elligelICIN'.
Wholl Illose pvoplv h-111-11 11111t. vllvll they VC ( he fitek ()III, oil (fie
(liblo, so 11111C voll olin eximliliv Ilivill, Illitt, URIV 11110 110t- going Io gol.
1111111(lorl"(1, voll Nvill get move I'llcts ollf, of I ilvill.

Wo lilt N-o' bovil prellelling Illis and 1 11111 glild Io be bliv](ml 111) oil
I Ills PM111140.

RopresellillUive Culurls. III our IvollilifIliv, t'lle voillillitivo h-vilili(Ille
it, is bound to brilig this ()III, lls if it %vns it, horror I-vpts thing. Nithintl
IY4 yoIt illusivide it poilli by NN-11111 1111-114 ollf. to be till exh-ville vX11111ple,

Mv. Fol-11111-dely, ill blisilli-s-S, I did lloC Illivo it vollillikive
illvest igill ing oill. ilivolit or. '.

UNTIVS011(at ive Culurls. "I'llM is I he (Ii 11'erellev. 1AIllybe %vo might, In
t"ll, I I )II I Im ( ]lot p.

Ill Ow privilto, villorprise sysivill, it' mv 1mvp Ihe 111111-1celphive fl-ev,
(10111potitioll pvl- ff 11.11 Is thilt 1,11114-tioll hvelillsv dw complilly 1,11111, flovs
11of use good Ivellimples govs bro1w.

Mr. NI'vC4111tv. That, is vorreet.
Reprosolit lit ivo Cuirms. ill this process with 1111 I'lle

gooll will ill I liv Nvol-M illid I Chilili 111111 I's, I I'lle of most, of our Illifit Ilry
por"1111111A, ellpliblki people. do(liville(I l1vople, blIC Ilivy 111,41 ill it SYSIelli
whol-vi thert, a1v Ilot those 1111tollilit iv elivel(S. Soillellow ol, o0lel. we
have to dig illto theill to filld out Ilom. mv ('1111 Supply 11 vhovk 1,1111t.
Nvill ho.,oeolld he"I, it will 111%vilys ho, sevolld besti ill ll y opillioll, to tho
Illarliet phlev, svsIvIII. Any filliv, we vall 1)11( it. blivic Info Ille 111111-1(et.-
plnoo we Shold(l slive if we livop I lial imirketphive vompelit-ive, rattler

plitting -.1 lilliforill oil it or linve 111v Fedol-Ill (11overlillivill. (to it.
throligh the blidgrM proves, Let Its pill it, Chis AN-11y, with till of Ille
(Tiflei-mis 111111 an, voilling oill, WO llllvv it SN'sivin, it illifitilry systelli-
military sit ppI 1'.SV-,t oil) flult, I imi smt isfied i - head mid sliotdde s above
-lily of ;)Ill. pllellllv q.

All We are trying to (to is to lillike it tillit. Ilmoll better lind colitilille
to perfect. it-.

Twallt.totliallkyou, olitlelliell.
"Mr. McG u mr,. 1,111111rc you very 111110,11.
RQpmvntat-ivo Ciluns. The committee will stand adjourned unfil

tomorrow tit, 10 o'clock.
(Whereupon, at, 5:20 p.m., the committee recessed to reconvene at

10 a.m., Satilrday, January 30t 1960.)
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SATURDAY, JANUARY 30, 10(60

U.S.- S I','E
SIIAO' NI'I'rI'IB ON lI)F, NSH J'i(OC|IJIEMENT OF Tifl'

JOI NT 1,CONOM 1( (Co M M I'"..;,

lVahinylon, 1).0.
'i11 OIIlI IIliII le !11('1, pillrSill(i, t0 '(c('ss., fI, 10 a.li. ill rooI

(4-308 Now Sehulto 0111co tiildlig, lion. Paul II. J)ouglti (chair-
I nIIII oI 11110 (i ,(o i i il t eW e ) p r e( s i( i hg .

l'lvselif: Selliois I )ollglll4 (11a1I rin l1ii), 111 sJi arl]iulail, Repi'esellt-,ii lye (hiirIis.

'i1 ( II,\lINMAN. 'rh10 (,0AJIJ lif tfee will plhil ) colnr io or(PIePr.

STATEMENT OF PERRY M. SHOEMAKER, PRESIDENT, LACKAWANNA
RAILROAD, REPRESENTING THE COMMITTEE OF HOOVER COM-
MISSION TASK FORCE MEMBERS; ACCOMPANIED BY GEN. ROBERT
E. WOOD, CHAIRMAN, HOOVER COMMISSION TASK FORCE ON USE
AND DISPOSAL OF SURPLUS PROPERTY; AND FRANK UPMAN, JR.,
EXECUTIVE SECRETARY OF THE COMMITTEE OF HOOVER COM-
MISSION TASK FORCE MEMBERS

The CIIAIIIMAN. WO are VOI3'y 1Il)py to hanve with us ohty Mr.
I)t'iry M. Shoemalker presi deai of tie Liclkawinna Riatilroad, I1d
(]ol. Rolrt, I4. Wood, lioigLinm president, and executive oflicer, but
flw rCtile(di chairiiiil of the oard of Sears, Roebuck Co.

'These onellnien were ,ihail'nlen of colinnlittee8 and" subconiittees
of tho .ltoover Co)nuuii."Sion , d(ealhig with t,1de organization of the
I)efenso Department and specializing in the field of supply.

I understand Mr. Shoemaker is going to speak first.
Mi.. Shoemaker, I remineliber your excellent testimony before tile

Appropriations Coninittee in 1957 as a representative of the U.S.
Chamber of Commerce. Your testimony was at that time forthright,
courageous, and to the point.

I hoped that in that year we could strengthen the O'Mahoney amend-
luuelt.

We were both in agreement on that point, but we were unsuccessful.
I think you may proceed in your testimony as you see fit.
Perhaps you cali paraphrase it so that it will give us more time for

questions. I particularly want you to point out how far we have
actually progressed in this matter and what you think we should do
from here on.

Wnte had a very glowing picture yesterday afternoon from the Assist-
ant Secretary iii charge of logistics and supply and the general im-
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pre~.94ioUll'whichi I think hoe gaveo was, that prgoess wits satf isfIlltory,
thalt. such ahso as. existed had beeti largely celie tIIu) upndt no fit tahi-
ntidfl (.han 1go needed to ho ntlado.

I would ltlio to got your judgmuet, hut pr1oceed in your'owli waty, its

iIr1. 8110-t1MRVut. '111h1111 YOU, Mr. Cuurnt
I y'ry' mch app)reviato (t j~tiivgo of bvin~g here. As you kno1W,

the Conunwli"Sion oil Organiat ion of til ho Xexcut ivo Branchl of tile Gov-
ottttilnt commllonly k tnown Its tie ho evonld I loover Cotmmission, Wits
it Iti parlt wanl Commuissiotn vreat ed by3 ,t ho Conlgress 11tiud report intg (Ii-
rvvt I v to it.

Tiho pilitttry purposo of til homm1ouission Witis to Nwcolittei(1l tuoeth-
ods by3 Which savings coulld bo ma11do illtt, pen ~)it'l re of (Im aqotin
ev of h (Iexe XIire blratwh0 Wit 110out. itljuty to tile s8curity Or wel hiro
of I hol ot re

VTe ('otmuission 's, rep~orts, the iu'sult of studies bty mnoro thim :350
p~rofe'ssion~al 1in0t1 and expect lvis, wlmr mtore t 1m11 reports of detitil
of ("overntueut.lt opei'it ion.o TIhey etmbody both philIosophly andt( fiunda-
meont l priltli)105 of good govortnwttilt

Following I ho olliem Il t ertu li na oti of tim second 11Mover cotnut tisstom
olt,11 o :1, 19~56t5, tlo was est ablielted 118st111l orgatnliat ionl of H oover
Coll) i sioil task forco clinienl au(Id twtuliners for tile purpose of using
the, IlletiWh lvict tzl ly Nvolki'd otil thIo Nlltirious rejports ill U It elpfI'ul it

way ats might. bo desired to iteri wet tho backl gounid of t he reports to
flto ('on gross anld t.hol valriouls depart tuletIt s mlIutu1gotwcies inlvol ved. Mir.
Clh iinrosU I look, now honlovry (.lm irni11.1 of tiho A tnco Stool Corp.,
is (1'6airt1u11. .It, is ill my1 capatiitV ats VIVA cain itittin, anld because I
wats it member. of tile group which maude t ho report oil " Business Or-
gallizat ionl of til ho )pilrt mont. of I efeutse,'' and wats Chalian of t ho
Coil lt ssion's Tl'tinsportit ionl ('otnltttte, tha1t. I appear. before youl.

it. is Illy privi logo to in form you that thins st ate omoit; hue beon reo-
view(Nd hr aud has t hov cilurretw0 of, tho 1 loioridilo U erbert Iloovem',
aid Ntr. (*'iarltes 11. 11 look.

Based onl yoiur chairtuan's loft tt of October 2, 19651), to tile corni-
Illit tto of 11001"?) Commisisiotn task force members, it. is my13 itidor-
Standing that thlt present hevarings; tro for thme purtpose of assist itig
tho Joinlt. E4conloituc Colmmit too ill its study anld api~llistil of t ho p'inl-

cijpal supplyv 5st slo auid functeionls of t ito Oorerneitnt, til ho mat agoe-
meont. of t hese 53'steulis, and its effect or imict, onl tho na1tionial econ1-
only).

Our testimony shall he limited to theoD 1)IIpartnent. of IDefenlso ats
it Was 1here that tho Hoover Commission 1111id1o a special St iudy of the
si1plply systems, thliru organizational struthiiio and tile nianagetent, of
t IhIeso 1ys ells.

.A. background T shall briefly review. tilo Commission's reasonling
and approach to tis area and t ho, scope of (hio resulting report.

BIACKGRl~OUND) FORl SPECIAL~ COMMISSION S'iTUDY~

As the various task forces of tho Commission stuihied tihe ninny its-
pects of thle funlctional fields. of government, it bec'liie obvious that
almost till of the investigations reached deeply into (lt e)partmnent
of Defense. Air. Hoover and1 the other members of the Commission
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felL that, tli business organization of this great 1)epalrt ient, should
not bI et -t0d O)i ii) )itceniiel, but, that in, resul s of the sthidies
of Ih lt, D OmrlomlCt by the Va'ious tfisk forces should Io coorldiiltited.

lurI lir'iore, it liIpeilaed t il, IlImie were Vrious activities of the
I)pqmrtment of defensee which weoe an essential r1111 of lni proper
sudly of its b)sil8ss organization u d whicl would nol, an lid not,
fall within I ho relt of study of any of the tusk forces.

8IZ, OF )I"ENHI' MIJI'.Y ACTIVITIES

H owue after fill,i he il )el tneien. of 1 )e fese wits (lie Ilgest, organi-
zaion Imown i o nn. At, i li) tite of the Comiissioi's studies, its
xpenIditlvs consumlied (mle-sevthiit I of 1he natioili income. The Do-
lrl-tienitt, emp)loyed ,4 300,000 Ieo)le, which Wits twice tle combined

nutpower 0 teI largest flt) coiporit i of lie Nation. its assets,
reval and pcrsoil, approximated $11o billion whicl equaled the valuo
ofil )iiltva ely owile( land in the0 United Ate's. 11's activities ill-
cluded counitelpalts of al most every commercial and indusl riu enter-
priso found in Clie civilian economy and veme spiead throughout th1
then '18 Siates, in 10,000 cities, even extending into 52 foreign coun-
tries.

COM MI'IIEI ON HIJ1NIsm OI(I.AN IZATION O1 T DE I)tIAWTMhENT 01.)1E"NHE

It was, therefore, decided to set up a Coimit tee on lBusiness Organi-
zillion of the l)rDpartment of ])efcnse, !m Which, il addition to several
new memlrs, there Would be (lie chat irtuieli or iiiembers of o her task
forces whose functional st tidies dealt with ihe )elpartllenl of l)efense.
The memlershi !p of this overall Committee o Biusi ness Organiza-
tion wits us follows--and you will iole that its (1hai rnmn Mr. Charles
R. hook, ad 111n1y of its 23 members, served during Worl W. ar II
iii various responsi Ill e capatit 1( iin coiicct ion wit It certain phlases of
lie uisiiiess ortanizat ion of the defense services.
Charles i.. Hook, Chairman: Chairman, Arnco Steel Corp.; dlir-

ing World War II served us chairman of the steeljison which
visited England at lie request. of tlie Combined Production and Re-
source Board of the United Kingdom and Clie united States, in addi-
tion to serving in the De )artmieiit of l)efenso and other Government
activities; Chairan, A(visory Commission on Service Pay for the
Armed Forces.

Reuben B. Robertson, Jr., Vic Chairman: President, Champion
Paper & Fiblro Co.; iiiember Subcomnnittee on Special Personnel
Problems in the D)epart ment of defense.

*Toseph P. Binns: Vice president, Hilton Ifotels Corp.; colonel,
Army Air Force in World War II; Chief of Sulpply and Service, ATC
f the Armiy Air Force in Europe. Chairman, Oubsistence Services

Task F orce.
George C. Brainard: Chairman of the executive committee, Ad-

dressogra)h.Mult igiaph Corp. Served with thleh Army Ordnance
Departmitient in both World Vars; liter with Oflice of Production
Management and War Production Board. Member, Stubcommittee
on SI)ecial Persoml Problems in the )elpartment of defense .
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NIe a A I owl1111 P m t CII 1111 I I of 0w' I ') lr 19W 4I N III lItg I m( 1(p ).'r I ) I me8.

,* vta1v, J h '11,4 111 tlu. 11tll S l wi ll4'o ol I~ it lpiti It AlvKi m I NfI14)1)' I , (11 )1'm.

N Illl . i% t I %.' I Il Iv4y (114)111 to , I I nw l.1 A' l t I, I iteilV Il,1 U.S.'
A rm y.l4i V (tt %,t1iev 41 i mu i 4'a Io 4111 1,t411'lI IN( '40fl4.I I'. A rtitv,

)111I , 111I 4 o f 1)a' 114t i' t14)1 1'14io ')11'tnIiIn p''li

A I a0 11i( (o '1w1A ofte NS'4010 1'f tIll 11, NitV11)4 l ( )', III tll)4l)4I

W m4)l4 l. I I~ 'tai oI'a l' ' on ,411'1-01% f114141 Vi4111'; 111,44)i 111VV41

Imtw ot' 1w~ I' ( '11111e1iio i 11 w lIm1)t~aX 11)4 Nj))~ 41 )

Fvlmlk I , 111,14)1 1 M 1 I I )"i j )4)$ I l t O wlj), It 11 A14I i t I 4'it~i f i-mm-'
I vltwl $I)4'nwhr aIm mlw W11111 & Co:) ; 11- I 'llW 1,1

NV11,II'iv~l 1 '''~'~ 111 4'lm Al O m I~ liltm '(110 114 I 4s wl
(\~ W 111f 4l))))')\l) 111't im Sli, w it' .\ I .\4) (if lilt% " Nitv imm l inlntm4

PINV 1),( 'V0110 Z Fil'110- 'y\\ i lll t4'4 110) I'14lI (. )rg ii44 1411

('stmwl n .0 I". is-lil ll 14,1111 l Io'impelt Nt !v ' 4Il 1)4 (if .w i tl 1 II4Iv 4 I)
11m )of E.Ca i mi lli illme 1948lh4r NI n 1111) 11 4)1) re1t1P40111)(Il41i im oii lo

(4111111 1 1111. 01 1,1h111111 t 0 411%' 14') t 'eli~ A Obiiz l i it il 14 i lt I h 111)4w'

11hl l 41116 litl 4f1'e SiliI)e. II~

'ps~il . I1 iut )'Iw itill) .Ae~OI (1 Kror ( 'o.4 fo l0ivi, (Ilm41 ~p
a1':lt iti il ~i1111 1ith liuo Y i ( 41111ma114%ny 1 1' (h IS1iiian, '1'lilil'to1('

010 g 114)11k teatt ('l mlui~f hI~w (u olli,1111 Nie mml~d h 4%4
til11 1lit's)5 IhE.111r isuiit hill11w 0 "111 '111w)0iO110 dmof'.Oll ia
11Cio E, 1tst 11tsitt Nmve Yomisio ; memer, MciNt\ rellnt~

I'ak, % U.I~it. -,el (11,1lillan t hl1 til i bord fo Ric'S1 in AIlnt 1

ti~ifl11Fdl NI 1, eserve011 l t hiko tat 101h?,PO'l'111t

Vlvz . Pu(lLI1Ifh lit g lll,s15.5. Ay(rtired)( i; serve

in Wrl 'it r iII. Iater. AdelI tant. I11) Ge eralIs epm et Wol S.

Jolmn teR Assitt Ch11iei of taff , eto, P. ersnel Genel
~t~aff: assistant.t th Dietior Offi of efe obiliztion ofndp
consltan to16ti11e1Assistnt 1,11sr Ier i of y Defense IIII for 11 Man or and

011R~Nnel; P eber Personn-ell ad iilSrvclTskFrc;me.



309IMPACT 010 MrArNNAN I'll OCM It KM F NT

(11, S11111-ollIfIlill I'll flu Sill-vild M-1-sollill-I Ill-ofilmim ill 11111 1,11411110tilellt,

,nimimm it. iteiti.. i)irector of* vivic oriirm, Fortl Alotor ('11 - rol-fliel.
(11101.1111111, Sill-141114 Millillower CoI1111111,14-4.1 Offletl of Dorm1w Iqf ?b i I izil -
I i I of I ; voI I F41 I I I if I I I I ODNI; (11101,1111111, HilbeofF111014441 ()If S11(wild Per-
,%4111111(li vviowi-nis if, ow i)epmnm.,qor wrow,

11'rmiz He1mvidor: 10mwidivo vico )rowdow, of Nowitiont, Mining
Corp.; verve(I ill Arills, (1111-ilig Ivorld Will. -1 ; wilm De Iffy Adinhii.4-
I I-it I I or I I I' Will-SI I ippill4lk (I I I I i I) imil-1111oll (1111-i I I Ivol-111 , l It r 11; glowill I
11110.4m. fit 1-1114 Din-f-Col. of 1,111) 0 111cil of, w ill. A lfbilizildoll; 14111 11' lovill-
1wr, 'Nialomil Svem-ils, Orgimizillioll TIIH1( Force, fir"41, floovor (loll)-
jilif0joll ; III(Illibill', jol-1;V1111411111-111 '1'11 41(

114,1-i-v N-1. 11411ovillOwl". DvIllwill.f., bickil Willi fill & We'Af-I'll

Ullill-111i'll; Silb-4i8lellco Servivem 1,11A Force 111111 Ow Pepot,

Ill Hint ioll .1411111.1 111 ill it'l ve; if IvIIIIII. v, SillwoIll it I it Ive foil1 6
prim-s I,,,

.1. 11111-old H114will'I': 11111-1111-1.9 Shlwill-19 willIg & 10olloll ; 11111.1fig
World Will. I t, (111101,1111111, Collifilit'leo toll Co,41, Ill-illoipleF4, 'toillf, Coll-
11.11v[ TemilimiHim 11mird, imil hiler Amsistiml Piri-clor, Oflive of C(III-
Irlif-I S1,11 11.1114.111,; (111161,11mij, IN(Igel, mid Accomit-iiig Tsisk Force,

IV, Ivolvolk 1,111(vils 814-1-1 Co.; Ifil-1111per for III-

(111mil-ild Coillillit-loo, Iroll 111111 SfevI Divi"ifill, IVIII. Proffiletioll 131111rd;
Provill-milvill, Tlwk Forf,(".

11ohm-1, 141'. Woolf : (Aillinflim of Ow fjoard, Smirs, Ittoofmck & Co.;
flilve(ol, (if ItIlilwity flild Chief (b.fievill of Ow

Arill it) coll"41.114.1 i oll of (I'll- 11jimmm Cumil; Aelifig Qmirternijigfer
(Iviwnd, Ivar 11,
it) Chief' of the Ai'I- Force, 0(mevid Aritold, oil (pwk1joijc4 ot procure-
Ilwill, 111141 F4111) ly ; flivillf)(11., '1 :11,41( Force oil N1111ollill Sevill-ity O raffirl-
izildoll, first, VEPOITI, C0111111111148iOll Chilif-IIIIAll Tiiik Form on ' U.90
mid Dis )osill of Sill-I)IIIH Vroperty,

I Illigill Ill. I 1liH Hillo illfrodlive Mr. Frallk 11T)IT111119 Jr., who issittin

loll Illy ien. mr. upinim iirter ioig I Xperletwe ill boll) 'StntA, 11M
1'. vflf- 111 and1jitti.mon
Dil'(10011 (If 1,110 011P111111 1,11141C fOIT(!. WOI'I(iDg 111)(Pil Ow affai"rS of the De-
pill-OlIvIll. of I h4ellum ill its bilmilless impact's.

Mr. Upinim ist now exe(milve secrefury of Ow Committft of 11mover
C,ollmli."ioll 'I'll"k Force Members.

Tho 111111sille.44 Orglillization" report, which was adopf.ed.1ky the
Coillillissioll withollf.. Climige its its report, presented four major pro-
gritill f'ol. lichievilig fill provenwnt, ill Che orgaidmitional stmicture nnd
1111tilligellielit. of the SlIpport, of- bushim9like activities of the Depart-
111vill of Defense. These were- -

( I 1?nprovrm.rW ol or ' r1on;z(Wonal Iranw this man-
111M, Civilian control would be made more effective, the, support ae-
I divides would bo better orgitnized and better opportifflity for ex-
ectitive teamworic would be provided.

(2) Integration of rom.mon supply antl se"h-'ri
would restilt in greater support effectivenp.,s, effleiency, and
economy.

(3) haprovement of management per*owwl.-This would in-
crease temire, motivation, and sicill of both civilian and military
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executives re.4lting ill imlrovenl(ot, of Che toftii tuiurngeliient,
o1 Cho sii p ol'l, vit iv 'ies.

(,1) Improvement of financial mnaqement and control.--1's.
tfablishienlt, of better I tittiwial loi oi'( tdilmlughout; adi levels of the
l)epa ifirl('lt, of l)efeliso Would enlitce top 1iitiuligetiiiit control
a 1d ecolloilly of operations.

I ellipltsize it you tlha; it; was tin inie/gnaled report tInd one within
which reorganliziioln l1(1 t he tippliealt ion of sot1d prinCiples of N)141-
hIess nianaigemet. Nroe closely intet wilted. It, titeticuloltsly refi'atilled
f'onul dealing with the St'li'tly military eoillitt, o)rit'itiOlls of the
StitV IC'H.

IN'I'EItIATION OF COMMON SUPPYI AND SPIRVI A(1''IVt'I'II,*4

The11 hot'tt of file t'eh)or. %%,as pn-I )Tf' I' "ho inte'gr'ation of Comminon
Supply und St'vice Act ivit ies." Ov er 60 pjet(enlt. of Cho total d fenso
budge. at. the tin of out' st uly wis being eX elided fot' thews ailivit ies
which include l~t'0¢,ut'e ite, \lat'ehlOulsin!,, (list t'ibi, toi, e(ll logi nig, a1ld
offer Sliupply act ivil it's, supt'llus disposlt tintni'tal 11alutigeillent, budg-
cillt, ilisbut'siuig, medical a1(d hospital services, tratnsportla ion-
h it' ail. and seli-t I'll ill ig, ilaison activities, till(1 many oilers.

The (1 uITAlit.\N. T t think (hit., l)(u'(-eltilgo is approximately the Same
today.

Mrti'. Si,,tu ntm . T;. is mlly understanding that, it, is, Mr. Chai'rman.
Sinee (he passage of the'National Security Act of 1947, there have

beeni recurt'en, and positive expressions by congressional committees
that there should he integration of the military supply systems de-
signed to meet, without. ditplicatin the needs of the military depart-
ments, In 1952, you, Senator )ouglas, introduced a bill providing
for integration of supply and service activities within and among the
military (lepartments under tho direction of an Under Secretary of
l)efense for Sul)ply Management. The debate on this proposal ended
in a compromise known as tie O'Mahoney amendtient, which became
permanent law and which required the Secretary of Defense to issue
regulations aimed at fo.tering an "integrated sui)ply system designed
to meet the needs of the military (leprtments without, duplicating
or overlapping of either operations or functions."

I might, add, as reflected in the opening comments of the Commis-
sion report on "Business Organization of tile Department, of Defense,"
that we who made that study were keenly aware that the structure of
the military departments ha'd not, kept pnce with the vastly increased
importance of support activities. It was cleat' tiat the organization
of the. departments iad given inideqtiate recognition to tie impact
of the new military support demands on-

The available natural resources.
The inm-ltrinl resources of the Nation.
The national labor force.
The national economy, which particularly brings this subject

within the purview of your committee, sir.
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111 1 951' 1111(1 el'iry 1955 itievei'iil I IOO%-(- (Colill11 158101 st.ud(y gJ'oups
Ilgitili posed I the ilecessity of sti'oiiger. itioll CowardP(IIIn if icaLion of
5IIl)I)Iy 1111d1 seOPViC( fImiicioiis:

'I'Iio (Collissionl, ill its 1'ool alld( clotlilg rotconcJII1(Ied
thlat it (enitlll igreiiey SIIlI( 11111 km all foodI itilfi cloth lg pui icliases8
Ibr t he IIriiiea:I ser-vives 11po)011mhir. 8i ut ed rPafjuiI-eu1~I1tS; 11( Iud tt
it, Shol~d st ore ami ( :1ist'liif1e I lis 11111t eriul to thle III-1( smnd vice.

'thel 'I'uisk Fl-ce oil IFm(Ieta Med ica I Sei-vices (8IC 1(11t t.
111181icill 5111)1)1i(kq Should( Im pl Ji(ll-e( celitti-ally for t.1me liti le Fedl-
enil I (ovelil ent, and( t hlt, wit Ii in11 the II ar;ne, of I e felise
thi('P shli ( bui est 111)181111 21 it siglo miliit ry systfeii for jut (V
gi-at f(1 1orligo fill([ (11sf V-il)Itioli of' lli(Iieaml slij)Jfivs.

'E eSill icouui IIIi It tee oil D epot-, (J hi ii oln I vocitted tho eflimni-
mitlioll oft Ile (8flicejpt of ow~iaeishiip of stol-age faclilit jes by jun11i-
V i(111ifi iili il rY (('Ielil rt 11ii i, So fl." I 0) (1(lt P the %way for: really
friuie 11of" 0) sch ftel i tiesi Wi tll 1110h D~I )en0111 dlO f Defeilse.%

'Vhei Suhcomileitil (81 ''111I)oii I tdoii reoltmnmeited f'lint I he0
niiiiagemiiit of Irtiffic 1111( tra ui atioii iii Olie I(!par m ent of
De fenlsoeI 11(1111 Iii st (8Pd by it posit ou) It; ( ho Assist ant, Seeme'tl ary
level. HatlefIMt, tho office should hauve 110 responsibil ity or
(iles oiler thm those 1)eIt:iinig to traffic and] trnspotation-
w~ith i 111iiecessiary authority to (liret tho traffic munigement
ativities, passengers' 111(l freight,, in till military services, iricluol-
Ilig the coordiuiatioui all(] conlsol i(lation of fuinctions anido fucil ities
to the extent that the office (letermines it to be necessary im1(1
1)riletielllble.

TnI the face of this acecuimulting evidence, thle commuiittee not only

f~ V)IVl'tiCulhW. attentionl to thle nul itfiiy 8spply syst-eml with it's duii-
~icat ions both between the ser-vices mid1( wit in thia service.,, but also
iiivestuglute(I services where there is it commuilifiy of interest. It con-
cludled dithata (lefiuitive program must be outlined which would elimni-
nate (111)1icitte stocks, facilities s, (list ribuition, and1( overhiead personnel.
III order to devise such a plan, t.he commlititee considered extensive
background history including various alpproalies such its cooIlinalted
purcI-efising, cross-servicing, and integi-ate1 supply systems (single-
service management) to achieve coordination of common supl~py and
service acft-ivit-'ies. After' many weeks of consideration, the committee
discardled aill of them its being fragmentary or possessing inherent
wieaknesses and built-in limitations.

111011-lEST D)EMME, 0O" IN'EGRATION JIECOM UMEANDEI)

As a result, the committee's recommendation was for the highest
(egree of integration, namely, that there should be establishedd a
separatte civilian-mianaged agency, reporting to. the Secretary of
Defense, to administer common supply fafld service activitiess" InI
aiddition to its other advantages, a comm"llon. suppl1y and service
agency would provide it supply system more qulickcly ex pandible in
wartimec without need of draistie reorganization its was necessary in
both World Wars, remove commnercial-type operations from the ilili-
tary departments a nd thereby fu-ce p~rofessi onal muil itary personnel of
unnecessary administrative burdens.
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44tIIASHI I I WH-RIi.I'N FOUlNID N I-3F44HAltY WOR)LDI WAIIN I A NI) 11

st itties 4)1 III(% ( Ili i s6ll 8 11 m it) l 111111i . t11i iiiitg W mi'll 11111 .11

o)Itf voliio supp1 ii~jly Ito vit i I t's \v'l'4, of itt'8iIy lidt e byt' I1) I II11 I ii'VN

Ior li' 1111 04 lilIii11. m 4 I'oiiglil Ill 111114 i''ll illry, I lt \lll rmy 1NI 111141 14) 4-'Iiiili.

Its iigl~ )lii'4C Ilt il t 11', ii'Ilo vIl 1 11 4'r I lIii l oI 1 11114 ) . (' i ll-~ 1111141

(111141 111111 'tl'14 1l11 I,. lHIii )i'i 1414 iliitli 'Y

.\l'l 14l ct I lt li p it'ar) VI' I e ( ' I 11414 WI III ( 1 4 1iii Il-ell '~)Iitlltit 41
1 (tn t tell aI'tt'tI t'X11(ley ilit' )t Illgyi Ii I9,8 l ilitl tet i ll-l l IillgI'he

l'ttillit' t 1-11 41)18 1)4'vv4 Commy1))11it' I ) t1H'l' tti ttIiIlit l it l of Ii l'' I le 1

Ins ill wil l- tof liti 171t11i - il m-111111 \\Il litl4 s'vit 'te ftiict( o n 8  ('11 4 )1111)(1

141 oe' ('4)11)111814) li t cti lil 'i~ 14 ) 11-1441 4W il ' 111 ut11t41lilt t'tl t1 )'l'id.1 i4

mialivis Ow 4l,' r111r w'141 to e 11- 11)1 lrV~ jl i) iii1i1111t4111')1I1'it 1s0y.~l

1 iolt' th 60t)111vt'i Optrn lion Commi i 't' lepot 'iv StIIIIlil otft

to li~t' t ollits of -N i ll liv t o i~ 41tliI)' llt l 4t)liit't'tl I lit) s h4t i ll t

texiles, t lcl 8UplQ ('1haiiid I-et oi'lieiiil 2)111 iti0 sinlelt lge'b
t"insigiunenlt or Ai.-frm rrasprt Ser evice '1uilot aon evicesol
tho litila P) he ITIiui nfg Inllowr si o111111 iii c 9li(I. t Ioep rtie

forluton NNali antemptd toin buplesc Wt)ild be'sta~iolid .Jili)ils 1,(
1Mover 111Comeisio ful olieratio l s for~ asor pt)Ssible. peitin

We elaiol andd the IlovlifIL sumitt dof-i thl house doer-

ofInenta pr ins ommitte latTrtahe single-mana1111ger prgrmwlaes'im

ave bnto sllo imnt formlahotin and to lmied in aupplicat1111 ion. As-

402



403IMPACT OF DKFP;NS1,; PlMCIJRE,NfI-;,N1l'

:1 CHM, ill Imillf, m-11A. it Sillgle 111111111gel-Ship lilts bvvl) vshlblisliml ill
Illvdivill Sillwlit's, it Hfws Ilot go oil Itcross tll(- bollrd illio Illv(livill S(-I-V-
icv'; "o %ve still lliwe (11110icillioll of' ll()Sl)ifll]S it', %vell :Is (1111;fic'.1tion
'111(l m-ell volill)MI11011 ill 1.11v provi',iol) of Illvdicill "'vi-vices,

Am 11'"ellill"I 1,11v illh-gi-116011 m1lich Out Cloillillissioll 4.11(lorse(l. Ill('
Sill"riv 111111111gel-Ship ill 11-111lic 111111mg('111(.111, is hilliled Io filt. Ullilwl
S11114.s; Ille "ill".1v 111111111gvI.Shil) ill Ail, T1.1111"Iml-I Servives 1111s If()
1-villf-ioll if) I'l-liflie it ill lillgell IvIll, of Ilm, Sell T1,11 Ilsimi-I Ill ioll S(.1.6ev.
The S(.11, T1.1111spol,11111011 Svi.%'ive ill 011-11 1111'4 llo voordillittilfg fvht-
6011shi with oidior Cho Air T1.1111voll, Hervice, of. 0,111fic. ill 11 fillgellivilt'.
OV01-11 I OWN) i14 If() 1)()IiC.Y CoOrd illll I ion IV i I'll resp-et, I o 0,1111SI)ol-I It I ion
fit fill. We 1111%,e it() 0.1111sl)(111,1111oll 111111litgershil) ill it vollilnelvill] SvIlse,
hill, oillY -I frilgill(.111116011 of it.

AS Ilion, Sillgle I)IIlIIllg(.ISlIipS Ill-e esillblislieti, the J)olivy coor(lillit-
Holt of, fllv v Solml-lito of-glifliziltiolls bvvolll( S illore 1111d, li)ore of' It
probleill. I %%'olll(l be, less 1,111111 fritilic if I did flot, ,Ily.to yoll Old,
ill oill. opillioll, 111o s i ngh.,- inana ger coiieclA, while fin Juiproveiiietit
OV011 I)IISI, sysIvIlls, 1111dl)(.1-1111ps fill ( ss(.Illilll first stelp, is not, if
I'llelory "11GAAllie. for to Dvfeiiso Siil)l)ly imd Ser6ce Adirih)isfra-Ooll I (.d 1) M1111111"""10111. Sillgle Dill I)llgerships lleedIs (111%,IS119 3, 1, 11
Sillm-1.6 sioll 1111d oI)e 1-111,ilig 1111d I)oli(-.,y g1lidelilles its differelit'ifited
I'l-olit st'rail'ille-kets itild lilylitatiolls, D ,eellh-lllizlaion, Witholit it colll-
Illoll (h llolllilllllol- of, polivY ill)d siipervisory cont-rol %vith reitsoli-
11bleliniforlilify (:r provedill.i.)Ylvellil Ilics' lewls I o i fill(h.(1110 e voor(l i lilt-
doll 1111d offecii%, lles-s %Alivll i-s, it 111XIII.-y %ve (.1111 Ito ]ofiger lifford.

I N%.olll(l flot, illf(.1111011ldly leave N%'illl Olv colillilitive fill illiplicatioll
111111, Ihe Dvinil-Olloilt, of ljefeyl, e lilts k-ell siffilig oil it" blinds 1111d
1110, no n .4 IoNvltl.(l hyllwovingthe logistics systerri hii4 been
niade. T tero lilts beeii iinpro%'elllellf, 11 I'lle ill-ells of better "e'reellifig
of requ i reill(.111s, buffer uOtizid.ion of dej)ol,,- st iii(hirdizittioii of ifeins,
inveiitor.y control, and perhaps in S1111-P1114 (lisposal. Bilt. it hils been

S]oNv find volifillm."; to bv 11:11111)vre(l bY
to rt lllly silbordillfife Ille, illdividlifil %vid) 111vir ?)III RiOld illolls
Slippy systelyls t.o it real inCegrafloii characterized by it continijity
of I-xidne' l civilian inanjigoinent- using.to the niiixiii-min rt limited num-
ber of facilities. In the ili-ell of "micess it conthim-s to be our belief
Iliat'. 11.1111SI)ol-111[ioll collfrol, for exitinple, %%-ill not reidly be achieved
1111til 1111thority itild responsibility find, I might, add: accomittibil-
ity, isconceiih-itted ati-Aip Departini ntof Defense level..Tt seems sigilifienlit, Cliat t-he 11olifield report, of .111h, 15. 1959, to
wbich I have, referred find which is the most fliol-oligh'(walliation of

.Ys flpply Initnagenlent since the Cominissioll's stlldy filld rpl)ort,
while giving credit to the limited ainoinif of progress nmde mider t1le,
single 11101111ger Concept also pointed olit.:

(a) The subcommittee believes flie Deparhient of 'Defi-iise. has
put more empliftsis on shidy flian on decision and action: and

(b) The Secretary of Dden%. should continue not, only to evil]-
uate existing and to establish new single-manager plans, but to
"consider an 'ultimate' plan of organization wlivch would give a
broader and more stable form of organization to military supply
operations and management."
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lxgeisation was introduced inl both the 8411h and 850h Congresses to
prove idhe for t he est abl ishinejit of a "separate, civiliaii-inanaged agency
to administ er couiiimon supply and service activities" as reconhiiendeil
by the I loover Commission. No aneion was taken on this legislation
in eitleor se,;sioii.

1 however, in August, 1958, there was ectted into 111,W the 1)elprt-
I11{il, of )efenso leorgalization Act of 1958, among other things
c1rrvilig a, provision known as Ilieh MeCorinack-Curtis amecndmeiit
whicih, 'i 1uequivocal language, enipowered tho Secretary of Defense
to "provide for the carrying out; of any supply of service activity
(ooillinl to llore than oil;, lilitary depailifient b~y it single ilgency or1
such other organizatllal elltitis its lie deems al)proprjite. Thus,
tih problem if it, really olained with respect, to the separate admin-
ia ration of tle services, was answered and tle Secretary of Defense
was given, authority which would permit hint to fully in{tegrat e coin-
111011 supply and se;rvicv act ivities as envisaged by the Hoover Com-
milsion. I however, it. seems fair to say thlt, there has been strong re-
luietllie to recognize or even acknowledge the, lotenlialities of such
full integralion.

I was m)ressed with tho discussion of this subject, by a member of
this committee, Congressman Curtis of Missouri, on -iuno 1.1, 958,
during the debate on the Defense Reorganization Act of 1958. Ie6
said, in part:

ITnifortunately neither the President's bill, 11.R. 11958, nor the Vinson bill,
I.R. 125til, makes special reference to supply and service activities though

these functions constitute approximately two-thirds of the military budget. It
Is in this area of overlapping and duplication where billions of dollars can be
saved, each year, at tie same time producing a more alert and hard-hitting mil-
Itary organization by making It more etflelent.

As I see it, three basic things must be (1one in this area:
First, we must have uniflcaton of the three services In procurement, supply,

and distribution. This means levels of buying, warehousing, distributing, and
so forth.

Second, utilization rather than duplication of the civilian supply and distribu.
tion system.

Third, a personnel system that is trained to think In these terms and one
that will improve on the system as It goes along.

Mr. Chairman, I previously stated that it Is necessary to have unification
in other areas. If the theory behind common-use Items is accurate, as far as
the unilication of procurement, supply, and distribution Is concerned, It Is
certainly true of common Items that are military In aspect among the three
services. That is the importance of the Arends amendment and I hope the
gentleman from Massaehusetts, Mr. McCormack, and others on his side will
recognize that that was the Intent of tei Bonner subcommittee because, al-
though we were dealing with comnmon-use Items we stated very positively that
if this proved to be true In that area, it certainly should be carried over into
military areas.

Mr. Chairman, I want to point out one other thing before I conclude my
remarks. There has been some question, particularly on the part of the
Committee on Armed Services, challenging the statements of the Hoover Com-
mission to the effect that billions of dollars could be saved In this area of
unification of procurement, supply anti distribution. It Is a difficult thing to
estimate how much can be saved. But I can tell you one way In which you
can verify that we are talking in terms of billions, and that is in this fashion,
We start at the garbage pall, as it were, just as the supply officer, in looking
to see whether or not the mess has been properly administered, takes a look at
the garbage pall to see what is In it. So we look to the garbage pall, as it
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oei'E, of military items, that are In surplus and we find that we are talking
iII terms of billions of-loliars. This year there will be $0 billion of excess
military supplies. That Is all annual figure. It has not been running as high
as $6 billing each year, but It has been running In the billions. I think last
year It was somewhat over $5 billion. This year it Is $0 billion. This Is the
total value of the Department of Defense excess personal property which will
be up for sale this year. We have been realizing only 7 cents on the dollar
from these sales.

This Iidex I have In front of me contains some 290 pages of various items
that go Into this garbage pail. This Index Is the Department of Defense excess
personal property book for the month of May 1958. There are some 35,000
individual items running In cost from millions of dollars in Individual items
down to I cent apiece. The last Item In the book is a metal-backed paper tag.
We% overbought 40 million of them at 1 cent apiece. This amounts to $40,000
for that one item alone. A review of this Index disclosed thousands of similar
examiples. How do these surpluses accumulate? Who overbuys and why?
The answer Is triplicate buying, unnecessary buying, untrained personnel, a
hundred reasons of ineiticlency. Our military procurement system is outmoded
afld Infcllelent. If we achieve unification and efficiency we will save billions
of dollars and will produce a more alert and hard-hitting military organlaztion.
rhat Is why It Is necessary for this legislation to pass.

VAIDn)ITY OF RINCIPE OF UNIFIED SUPPLY SYSTEM

Imd considering today the Hoover Commission report which was
made in June 1955, certain perspective is necessary. There have been
great changes in the international situation, in the development of
weaponry, in the utilization of our forces, both offensively and de-
fensively, and finally in the climate within our great military organi-
zation itself. I would emphasize to you that the principles behind the
Commission's report at- far more important than the details of their
execution. The various specific recommendations proposed by the
Commission may, in fact, not be as valid today as they were in 1955, but
in broad outline the principle of a unified supply syst cm with all of its
attendant economies in personnel, standardization, procurement, trans-
portation, and depot systems, among other things, seems even more
important in the light of current developments than it was at the time
of the Commission's study.

In closing may I commend the committee for its recognition of the
importance of Government supply programs and policies to our eco-
nomic welfare. An exceedingly useful public service will have been
performed if the result is a renewed determination by the Congress,
and by the departments and agencies concerned, to achieve a procure-
ment and distribution system with real screening of requirements, with
responsible inventory control, with simplified and clarified procure-
ment practices, without duplication in personnel or facilities, and
with solid emphasis upon the control of cost by effective organization.

Mr. Chairman, with your permission I would like to make two or
three comments. I had the privilege of sitting through the hearings
yesterday.

In looking back upon our study, which is now almost 5 years ago,
I find myself in the same position that many members of the commit-
tee are in in their review of this thing for a much longer period of
years.

We still have going on some of the same fundamental problems and
they are producing in general the same fundamental unsatisfactory
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resail Ifs. Wa' liii 'a greatc d.ii satjrpil ill I a tra ita'tu I t waaa II--l 111v it tit

I i ti Ili litit I ea I .1 I toititi4l i S. W tl i v' I NO( 'is t t 51

oft lot'ttl pl-tiitso It-y I lie Aii.r ai'a which 'lidm laIs it a laviaa %l001-l
4 ii1(os lilt iil 1-11 ia t i aid vo'ii Ia' a lfrid, yovau wvill.

I iloto 11t, %vit WO Hill di hutliiva it i i an a a liiflIl1161 lii' vsh'st 1411im.
It ii t0111t is mv~ti do' alt ht gOw itoit I l se af stailttli t'al' ttil'p

Ail Ii lm itolllo (''tta ifii5t slibltisI t'ia'a, )proii iattsttgl, St iii a I ld i li

inl our requ pivolt'itut plin iig 11aid, Hilttia vory helpl P iii d tiialoliit rg.
ig limtionl ti11H heoln I aket ill le'I a DeisO DpI)t ItHIta'tt, Iutital Sa'a're-

t n rv I t ill Ola iiftis mat0ol t 11 t 'i a Htaa'i I ig tefiI11tat
Nht.it, 111one whao looks (4 lit,01 a'.veS1 titta Hit t'1 dira, IIS * '0 a'tttiffTIt a

has bt'I tIutitg, IiiiiIt. et'a) to I)flito t'olisilit4hat, lvo itti vi noat. yaet.
set'tttft (lite surtivo (m' on trolling fte ifmI ChaNltf 1110 going ttu otlt-
il uv mlI oiesi' syst1 iltls.

FIho hilt' 1 Ivti'fol tlit. I haivt' from fte t st inliott y is hIa1t. Wa' liii Vt
perthaps pilt f too litiielt t'tiiplitisim onl a'oaidililtf a'l ivtelitti tg or HI agia'

S~tVj~ Pi0tttta'i~0ifwitieli, a fter till is but, otto s ' i ospl
system.ii

I iot o fthat flit toptowtllk ltE llosto(ii is sf.ihl ill opm-ttifoti it itl 1d-
ttion (if I ha' coit inut'tl tllfllkytl ill geff iig fh llf ilta y aout, ofl' tat ivr
lpt 'toll of. Chose' huin's- ip t'fvictt' of wltla'h thio ('otittissioti

(tainti so mlay.
I Would not attempilt to to'll fh lit' etittee thait1 till tItl(i.% sf pa

net-ivit-i(e of tho lhparftiltnt of' Dllsowa tire wvrOig or Itmproiper. Of
tottt'Ht theyo Ut't' not) bilt vtafilylivtei is e't'ultoiiie ra'11tthif ill thill-
poa-t alle of this wht'n wt'reali'o thilt uN of ft' het'i Ole lit' l (ntais;i otil's
Study thikellhpif 41 ilvestillt'ut. inl thetste t'otttunaittl-fxitpt. nli t it'iv flit'
1)eparf mon'lt. of D efellsk WasN some1 $15 biillion; t~fliv are wa'ra' sotute,
600,000 ptt't'ois t'iliihoyt't ill t-ht'so t'olittnetild uia'f iiit it's, 11tt itld lntvas
01nl3 after outr having'ialott itiad saona '2,600 il sotia 418 adifferent, vite-
gorit's.

Now, itunuedintely aiftethe li (1 onunlkissionl's report, ila I 9t,, nald 16),
mind l )5'l. there Was qulitc' 11 bit of activity 111td ninn11Y ot flit '41titu1l1ev
opprtat ions werot shut, down.

Ill tilet pat.t 12 ve'rs Ithterk' has, heeiia very disapintinflg 1itittitint oif
llt-tjfv inl this t'ild. I thinkl it, is fairly tt o 1O )t'pntaitifi of 1)t'vase
to say ithat tdluir attempts to shut. down ootmniotiitlI-type' act-it los hav
not. comapltely beenl with 01It cooperat ion of tit Ca' 1 Vra's Mi 111111011111
q Mei ifte'tns, i btthlit is a hpt'xl t'tII of our fawinl of gaivt'ntttioit lul it.
ia problem wilii ('11 be tv'olvoil.

Ill thle Iltt'ttititt-, long its we t'oliitiite thos' t'ivif ls by Gawt'u'at-
molnt. tilt,\- will tiot.A lrtlt'tleto'a hY taxpaivitig ltnsittt'ss 1)1erit.taiols.

One of the vetry sh otking t hings, ill flit' S tudy af t hae 1)tpatrtitt'ttt1 of
Defense to)u.a brotught ont by tile pa'rsotmt'lI cottuniftt',v whichl
was hesded by Tomn Reid of the'Ford Motor Co., one of the hotter
quilified per-sonnel mlenl ill blusinless ill this t'otitry, was te realizationl
thait. we hadt att fl it' somew 16,000 iplicaite sfildl iiiuttiigo'itld 1)osi-
tiols in h sqpot netivit los ill thett 1)I-tilrtent of I a'eiso as ha'tmwt'ot
civilians anld military.
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SoI rafle nanagemnent foIII~r, he ciia aenis concetration ofat

Ict.i it i fin t o my cotiuest. ovmshe beesiadao n inmot ofl the

ciilia deatmns aswstu t hime of the firlt Hove onorn-dy
ftChin fli edy iid aboastuet, th tic ame o rchco i several rie

Aif we aregioin toe GSAer fori ailcosiene art ofA ts omm onr
use if ems, butthink wie sne1 t 'ee iner haehivind hticnm to come-in

tconomy, ill GSA.lo I connCo in invetoreonom in dotwfthe-

timisen1. ig uto ue more tfan a moierbl rorent ofes4 olini
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It, miulst, I it, s. uii)ply ~O (i~ltIi "'ll ittii a Old Ill It I 1i1i tigGSA SI.41it
il0 ,ac V cait i(4 tiN liii icl as )()NNiI o a ioull (l o(oultt?.

Or ) C c -o Is (4 h'ri Sorv ices (,t niiti jl o ily 1i11I() o%'mrselt
iVoioisbififto lu'da someviw,

Ill s010o f 011' r tllet11 I. O11( oto l itVtiW rtt ~~
loins' otf (hIo ti lit It i'y ill you Ily Uc-olili g ( SA I' ii awo t 1.11 it BhoNt
jwit ill nuiipiy nnnI lgetttitt .

Wo woti jit 6S A NNvat.t'elomN o (0 Ito I 'ac i il! co'ti t illSth81 Sill
11111ciso,1ti l il 011111 it. fol. IIto civi liii a ugetices ( SI A was4 d( diig it

)wOltNy goot ! ob oil office slt lpd h'S. lty htad it a ckog, as I i-caiIl it,

eit'tc coast.
1101.ait l t Il o( 1t(X ''~it ) ' I ity st titi ii id.

Tllm iiextil a \( Weill i ti ( Ito MIalpi io CorpIs wit ieliso lit, Iflt ttisoil
St I col ill Sitill *liuiiitisco -t.1(11 1( (Wet'l 'b111 4 1 00 uow r~li t es in lli ha (11
ilst hit ionl a in 1 a gi'ottp f CI oille (Ilgagvd lit taking I heat q N iii t

thornl, t'o1.muig t heat till( S'O (tt.
'l'litwo it gi-oat. I.11lt atcoti we g\o et. dowViI belw O I top ec.helon) to

ticeei 4. ho potmoutiatlit io, of,(.hier Somt'ices A dtuiiiist'lriit ionl (Iii Iho
011e 11111d anld to objet ively lookli t, its- litti(i titoil t the ot Iem'..

1 tiiit Ilhis out o1ilV to urge d itt. (1Ico coiitttO look alt. it w\itl It 51111
otiitttl--Alwa t'o ot Wk h imai ts of Nyiali G.(SA cali th mlit d 1.1w fact ti t;
really big N iie vil 1 not. Ilat-t iliz iit it Olet full it iiiiigeiitealt, of
M111111011t Ztilpiy Ilid service act i\vittezs 1)11 plotd toget. i'' ttletOt

V.oiiti'o1 withlttithe DOD1. Tli attid onlly then ~canI t~n' full J)Oteiltiil
of OS. be realized inl Iwtoci'iitg tchose, eoititttltcaI typo items colitiliOn
to hot11 Oitle mi lit avy ittiti Vivilianl agoicies of til ho Uoeiiiettt.

STOCK'1 i'1N)S 8t110111) itO IAul) AS A ANA0O-EtriNI T00OL

I lwsteoed withI g-eat. hlit erest *y-estor-duty to4 sotito of the reittuirk1s i1it0
discussvionl of inidustii littlmv and t'etolvitg fita(1s. l~r0 italo solto
review of t hat inl our C omiission sItidies.

IlItttst vial funldinig, if I anti not. 11tist aken, sI tt ed inl thle Nav~y its far
back as l1893. it. has becotlitea traditional habit of ('omit vol.

A fter all, What areo we talking about inl Stock funds? *We Ilfe, t alk-
itig 111)011 ittoi'olv at Ilit llituivitt tool Which (-tll lbe :1 maiiiige(ye)it; Jill-
itat ton and whlich canl ho anl OlOraI-ioiial. hiniit at ion. Z5

1 tink there, tre gi'eat- 1hi1ti0tit which have been1 alchieved 1111d1 call
be, achieved widh the use of stock: funds but they should be at tool mnd
11ot at Bible.

Depeondeouck uponl theml Canl be ov'erdone. and you. canl freeze into it))
Operation anl inflexibility, an unleconlomlic lack of control, and cer-
taiinly it is much harder with i'eslect to stock funds for the Conmyress
to carry out the check and balance that it is able to do through thle
normnal appropriations procedure.

I came acro-c it few days ago a. report of thle Department of Defense
appropriation hearings for 1,960 before thle H-ouse in which all ilhis-
tr t ion of this problem was made in volume 2, page 289, when General
Arnold gave anl illustration of the problem of where stoec funds (10
not help.

He describes in his testimony hlow one of his own warehouses had
a supply of laundry niaclhiery, how their own laundry machlinery

IMPACT OV DIPTUM14113 PROCURNMIOMT
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w.. worli o, it, , IJWIIM. the(. 1113hy (li( Io(, 10111yo V (.y IX) 1 to go to
Ih( stock1 fti u1 11.,y 0.olldl not fitlio th eq iipitte ii, oi l ' t 1(oi' oW II
Wit i('(l 0ll,,3 ii tid 11(,3 iK.

A ridictilo is siltAiou, as. tiny of im l iow, ht. it, illistli'fes tho
rel.i itie,, of Illfloxibilily (thal, call cotito i lt o le toclk fi ad oleratioti.

l1ll' 011 I t'II l~Iy PRIOISIIEM

I Ihiiil( it, litighit, li Ili)roi ff l( Ial, hilis Chile, if it is yotir p)eisilreMr. (C'hliiI',,, i ,t--A lIivo sl liollsy Ikelt itwity from ril its. (is disposiL i
WHOM r oflei' pairs of 11 Hill tpIy b elalse, its you Ik ow, we Iave fit
Ir 1 ItI11 wi ll 1'( IL ,1111 wit 1 I is forgot eltl iltore l)Otllt, Stltj))Iy tlan-

Mt ilgl Ii t Il sh llet ,1 , 1robl0,1s lk11 alio osl(3 Igey .iII i (3 ,r e:ou(n ry I ILdstill lilts- hl'ff, Ilor , i(Inowh; l.go, Illihan (1,( I . of' m8 hm'e_
( ttil Woodl wItS i rout ii of I11, (;oirli issioti's 'TItlC For'e on

St 'I)Ill Dis p)al f.. 11( WOM it ilieilik3,r of tI 10 (o1iiit 11 u, oit ltisi (3ss
Orglilizttil0i1 of tho(3 I)ltitti.tolit, of )efelis,- 1111(1 -1 woithl bo very
gititotti to IiIEVO( yott ihiVl(Ititii Co give youl his Vie3ws oil O1115 subject
IllI 1 lis [Ilt(3.

'I'll( Clim.ipM,%N. We ,hitll Ie very glad Lo do so.
(Gheirl I Woo( is i ( istiligtisli,(' 'iliz(3i of (Ihiiclgo. lie lils been

it fotin '(p Q liltIt(1 str (N (31 lI in lhe I U.S. Army.
(; 11ler'tl, if' y(o, liti V filly ('1111( 31ls titl, you would like to mitt e,

w(, slut I bo( v('y grittefit1 ICo h(l. llr l( (;. We ipjprecihlte yollr cotmling

(htelral Woo). I hivt o Dl)rlred Sltl (leen3Ttt hecaise I feel Ihat
I 1I( ('0111ilt, , has 1l Ill- let(3 uidi W , t igh test iiony anid very
good tesilnl(y.

I t lil{ l 111o. col{li'if.fe is )erfor'iiiig it pl)ic service in attacking
this plrolhil.

111at1 (3i, oilnlus I tlnake vill Ie very brief.
'1'1uo role of sil'l-lI8Is begins ill 1(. r( plre(' ent--e(tilremelltS pr(,-

pared by I( re(fttireriellnts brl-inchles of the various bulreaus and do-
pa it tnents; liei t,h(,y are iassed over to procurement.

In nlially cases the re(quiremeltls are drawn lip by yonsg untrained
oflicers who have 11lt(] no Sull)ply eXperieliee and it is it master of rote.

h'1iey do not have the proper record of issues, what we would call in
commercial lanigutage, sales. It is as if the btiyers of Sears, Roebuck
Icept oli butying regardless of the amount of sales.

So it starts there.
']']tll you get to the depots of the various departments and in

those depots you have what you call mobilization reserves, economic
reserves, and contingency reserves, fand certain goods are set aside in
case of war or in case of contingencies and so on.

There is a tremendous waste there. It is all right in certain very
technical things, let us say missiles and parts of which you keep a
reserve, but there is no object in keeping a reserve of hardware where
goods can be tured out in a very short time in time of war.

Another thing is that the officers are not trained in supply. There
is one rule of thumb that applies both in military and commercial
service-about 20 percent of the items furnish 80 percent of the sales
or issue. Say there are 100,000 items in the catalog. Twenty thousand
items will produce 80 percent of the sales. But just as much time



.1 t0

w ill ol'i h i JIM . oi4 i'l I l l. 8 i o -' 11111w. 1,41ii111 l111il 1

tlill) I%.0 veon,4110 (lilt( y li vevelkii i iiittvril, II0. N1)

Ill' 1% lilt Ill I' 10 t111m I I I t1ll I 1N6 1 41 x ll. liim.1i N r I i' II(% ,Veii %1. 1 e i
lliIV11 ~I~i0N . Ii ll Nd0 i' )l~h'IIi114 iiii li i ll' . i It'l

til lOl ir 18 1 lll'll o l il oxillillo i 64l , tvilit lilit I iiglt 141 i lW i t. 111141

I I I I t 141 y pl till' Mi ttsh I t i viii did Tkmi mow it vIol P f il'I toillilny

1 )11110 It. IS ilII, till' I l 811 H V111 )it'I I i'pv ,' I M -011 .tI 8 1 I) ii i 14 111 i I 0 li i l.
lIt I. At I li onlon- it111 1 hol dlllt tll 1 vi I y 1i1 1111llt 111

411 I ll tll' mlllllt !)yill-s I)jilfl 1~ l111vl tl6 .%l.itl li~ .i

110 ;kIn1Y I it 1 I'4ll l llt 11111 itlil I it11 litI I)1lilt \, i% I 81.-1 (III I ' i ii (.4 )11 .

not t1illti l o111. it 11m h4 lt gt' t. w 1. vlt) 10tI~i';1141 41114114$n ge

11sill o lit tdo vt'ps41yl hi'I4' lir I tVig hilsiii lI(eI Eo 1.8i.l~
Yo 10I4 lillS jilsttIt 1111111 di0 h1Y~ lilly 1,\all li l gelilig every 11

il I t I II sho I h o o di~o0tll il\.ll 1mod'.IJ

litillt 'k I't oll l011 it lill 11 illj) A1r10 Yel I' S t 0 3 9 lli1 o1111tlit.1 o d t
$118 theiol proi~e got~.s III od)11ivp'o0 11114 is s)1o )ligl.l tfIllod you ou~oii
liot. got. Ior lit% 11 1 lllt sII. Now l~ei o.1511101Wltl ~.i.i

111thii e oi o lilliliii PI' ll~, now m t it t ~hm hn rg-
TheX~ll (Illmlo.M. GenorailWood, t-eo hilt.md' degre 14)\ 11) (1l tfll8of,

(l 1 '111 t it1 tlilt g81ilS lii$~'l1 l 'll t. d Vif 81llflhkt.Cd,

thos(Ilk% 'el-1prN.ei. overbuy (h ug? l (il'
iiera 1voon. * 111'1 Iloud' rep1Ceat. hat, pleaseL ol

t he i (look, N i~hrs~'t t h iboso ~ile htec
illilitaty lltr wil tll ffivo11 11il l~ays hought. t. 110k th lid i f it

for theg do'viio 1111( til N.\\ ork ho l mm own IIII Ixes big. fi tsl-)I
st)Itoi WO.s rlltv, h f but. -her COlig at rub. lit oltig vrln

h t, in tiwe Airl C1111. 6;Ih w sC dvior to erld ANoild Ti supplyl
in11 tho Aipors111 le ast. w~il- ar. Tho tablo sparledY p "artlth
oder were, issd resliChl yoNll l)Ut i ot 110W 1111101lO ado ther. against

theyl weoml sol nbalaned sow uch w il a o pecn o h

milar un itmsill tie Il ofd equipment thauh t it eqirement ol
o hoe tale,(i qupen.wol gv tegeealrqurmet
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, -I'Iuiy woul1d. 1)0 ordered, pu~rl-0 1e, (10J.44,i04 l 10i WIII0110t180,

TIM ( IIA IIIIAN N. A ro you iioiommiioin~ig cith at 11ioJ13 tIabeoM of

(OelI'i'Il lvi0I), I think 111ey fihoiuld 1)0 roViMOe and I 00ililk Chat
1110 (liie lof o'I101111aII Or Whloiwer i334 Itho re'014j)8b1lily 1411011d go
o)ver them31 fil-ur e11,11 f~ Y 1111 IhoieY Itro (10110 todii

I bild( it %'y IIIIIHIIIg Iiioeidi'iit. of finht, Sefo. Il orid Witt T,
whioii I WI3H Q1 , Iin ritHI.0P (011(!1'Il of I0io IArmiy. I1 wast brotiglif. buckc
froiiiIl i P1I('w findti I'llo fIrNI 10r(j3ikitio11lise over40( 111'iiy (1('k was n
i-eqtli filionl for 600,OO() hiot'o c oven,; to pidt onl ChIo an 13r13113 ill cold(

IVOIIli,' rIlk~ Wo iiit ot.110 'OjI 11 ioi.Tliy final ly brouti~
oldt oImIo Vfoutig liouloN1111ut,' I asked0( how dlid You gel this jIlli.
IN Mai N43ut1o fables10 of' 0ixll1i'/itiol ild3( 1 8,00() horse.. 1".Iglfo031
1,11o04114 home IIIOcover'sI 1111111ipfl( by, Hay$, 25 diison 4VHIII hal it11 million.

1 1411i(111M1 It 1111111.01i' Orf O iu they 1-,133itli f, 1 i'l d llt 1vertigo 6,0(K) ilil iilm.
1111 h~'of I 111)11111118 ,41110 ill th liii 8)111Ii (11e 331 i j)Hlp iv1wro the3y (1do il
Itil bot IIi40(OVI'i', So youi.re1(ltisiio31 IN no goodl.

That g m iN.1181, 0ho eXaliiluo of Wht, Wenoi)it 111k31 Second~ War, wht
g00H O(l 1.0(1113'.

Coilgies1 Jul33' J)IoMCIiI)0 it symt(' i(, t if 010i poJ1HoJIy)01) (10 Ilot haIve
Itny ox I)e1ino 3'03t 1310 b8)3131( to gel. tlsiadfiefory 1081lt,

)A N(it3 01" CO(NCI',NTRI(,I3N

TheIu Cn1A IUMA N. NOW 11131 rii~es two fnirther (lquetiofR wliicli con1-
cern'l 1,1141 I')I)OH11t1 for It 11IM II- M4Vi('0 Of supply Co $ ike carol of all
fourt 13111,1~r14 01-641.48 iitidur Civili1331 di 300ti;)t. When T have
bi'outelhd 11118 ilititfot to 1)f111 in11 Iho Dfense Thpartmnont, they have
111a(13 Iwo repins.

imh first, is t.131 t13is work if; on it hiugq scahs now and to concen-
fiat o it 1411iii(jl lie,1' WOul1d eoo J)f0Iio serWvice of supply to thbe disease
of giinntim, handling over $0billijoy 1 of purchases each year; tlio task
would 1)0 80 ltige tat it, 1f;Ileftel' to stibdividl0 it.

T'im o nd c00311(ommlent is that if you 1)11. it under civilian direction
Mint. 11103 will not, know, 1C3 ]ocivilians! will not. know,lThe actual field
reO( 11ie1011t 5.

4'his is ti-tie, of course, in theo field of weapons; but it is also true in
o)ven s1uc1 item-4 its1 clothing and food.

Nowv I would like to hear you two gentlemen comment on those
Rites, and 110 r'eplies, w~hieli'Ilavel not convinced me, but Which I
111118. say should11) ho hkcfl into cons~ider'ation.

Generill WOOD. - t hink, Senator, you have summed it tp pretty well.
Nowv, there is a great clanger there. In fact, what we call Govern-

ment i'eoltrpe, is largely, size andl central izatioji. 'rho same thing
applies Co a 1)ig corporation. I ran one for 25 years and I found the

onlywayyoucould' run it properly is to decentralize and give full
INow those things do come uip in the Army, in the Navy, in the

Marine Corps. I think, however, there is some means in beweeni
where you can got a unification of policy and control, but a decentral-
ization of operation. But there is a lot of force in the arguinent,
Senator.

IMPACT OP DIPUPION1310 11HOCIUMMIMT
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The 11 A~IMtIAN. MVi. ShOenIIIket' (1o) 'il litO 11 "kivi iy(' ii'lf?
Mr. i iI~~,Au ~u.Yes, 1 %vil Inii v h; ik oU iiiii 11o it , Al%I .(~ Cali

I dot llo fhl k liv ot 11s clil ii plsz ( m) lJI it'11f Iiui ille(l I flit' t-iiil1 ill

eiierai 1il Woo(ii I .(et1111(s 11)(i1 theii flu' l 11 l ot lili' ll. it'iitel, region id-
lessof' N~A-t M kil i systl eI oC nglk I I iZam6 I Iiu v I liive. 'i: In I I 1111I ssliMiI
r-ecoigliizethilt .

,\8 ait 11 (m. iiC Net, one iof t lie I nisjc, l-ed ll liii lait il. W11 (1111 1,1t10 i
Sectairy of Defenise Hiiiiiild t's illisli it l'oiliit' sy~t ('l for~ Slip1lhtlii

Pid1I0 it i't itl 114 ic li it)'ies i tiiijull i both vivii i II11 i i i'titi Irav liii ugol-

111d tevil ilii ii Wi dilili'iitiu il I itI ivill iiiiitj fi IV IIIillg i

F'ui if iit'i, flin1t. ft' Conlgiess shili '111 1110iic'sii legifxlI a vn1

t'iiges inl order. to tryoWt. flis oibject ivt'.

CEiNTRAI~iZEDi VOiN'iTRti, A ND t)DETN 'liAI i/El) 4 hIEIIATINH

Nowv il I lit oinst, (if ouir Af IiONy we had ll liowii ip 1111111y, uiiiy Uiliies
the' Silie Iliirvnieiifs winch i'iliio halve So NN-ii I ixiwessev, tis I'iil rf

siz~e. We i)Io Ilv 4 e i' iii of size if ' I bliiil dowti flun
OMr'1111i'/at ionl ail telt'et in11 li',' it. (Celtl it ilfli I ilieiyPl~~~l~i
w~av ill wNlich at logistic" slipporf nigii wifiou of ti s vch tallct er
shiiililhlie hiililed.

TPhie C Oii.i v511 iiiefiil ly staeil( im-way fililit going over thi lie I ni
int o mulit nitartwa Nvithi respect, toi t his tf liig. (O)ir feeling wits
let uts stiart onl colinnion -Ilst it emsi whichl a 1t-vtsselifiiiliv coiiieiat"i
ill mitiure, as to whichl t here is nlo iii N'sfe ey ill linuldlil inw'itit respect
to llWoIllit'll( iieit novo elltil %se, 11idiit I 1 gt. itfo Homio

of tilte services flint havte coiiovI fyt'ere wve knlow thlmt is
du1plicIt ionl. 1Let. uts st ar t there atil seeo i C we ininot, puill, f his t ogetlior

ai mI ri-otiudilt way,
Und1(er aIl alt'quaite oi'gani idif ionl it. is our- firmIl belief, Mr. Chair11man,11

I liit the ilit egrateti supply syNstem whiich wits enlvisionled by the (Thinl-
mnissionl will sin lild111 clairify rather 0111 bavon fuse the very aspects
to whichl thet mlilitary, calls at tent ionl.

Now sio lonlg as y-ou halve these severall fief cionls inl each of thio
services anid inl eachi of fte corps aiiid bullreaus youi have deemi.ralizii-
tionl, to he suAre, but youl have' iuclt worse t111in that. You ha1VO no

maia~iiintControl.' As long ats we have thiat we will gtt inlto dIi-
lplieiti'lls of inv-entories, cotitrarictiolis of prociirpeiiii, and tliat sort
of thing.

NEEI) FOR OVNiiALTL POLICY MANA(IEMENT

It iI n)ot our' hx'litf tha"t siZe ats such sholdd Scare Ius 1Iwaly. If so0,
wye ought ito break thet D~epartmuent, of 1)efous0 itself downito seg-
menits and break the Army. Navy, and Air Force (town ito segments.
Youi dont run ally tenterprise t(lay, wh'lethier it, is riefeuise or whether
it is busines-, wit boult hal'i ug overall policy management.. That11 is
what we are talinig about here in this organization.

As we pointed out inl the report in g iigsm ftebcgo
of our thinking onl this subject, Mr. Chiairmani, we stated that the
factors. the more important factors which led us to this final con-
clusion with respect to one integrated supply system under civilian

IMPACT 01" MOVIlMiMONT
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11111 iiiigeii ilit %%IlH tli pl)'ll (of ilflt.I or I' Htrilig r s1,1111 miAC Oil Mino
ofII 0l ii ilifii l-y (i itIil i llitH I colluiln iliilig oil Huci 1J1i1.10-4~.

I Ii4 kii ily, I WouiI filme to fil pa t-ibufA rigiht Iiero to Sife reta ry
AM Il 1,4'. I 11111C 1 o I 1c i t. ailiiiV43 11143-f t.-ojii't'ti(oii fu11( col(PI I a-

(1) 1 It.V 4' t.0( 11I4 1C,' i ItI'H 10.(Htn iItt ~(1 1)11 ~( t n

Billt. ill thel fitlia alnalysiH, if youl Hit, hAICk nd( lookC fit t614 tUhilrg, WO
n~Iwo Id u11lg a fupjily sysiteml to a eolsidlentbI, 41egivis by eolliilit ~3 (I(-
jmii ling IIIol si111 H~tI'!1111 t1isl1) Intw eop fN4j)1 rathlla Itii 1utlioritCad ye

Wo Ioull 111 , Owt (Ii tlieuli It', of Itssuirilig eVjliitlulo ti'eat'nuliit, under
tiglif Il ha i l h l v/11 141 I C 1114 li 1 11 Il 111 HITV144 tli(!H 0o 1111MI it5 03'II
1i4'4'4 1 11114l1,Itt iii44s1 it, f I(g14'43 of 84IV i(A3 fdesi re by others wits a rel
1)robluli I'tililo )% 111( l iilitistry tiltio ti 41(1 H111W algin, W) long fts4 Olin
Ho31Vic A1453 reH (31 ollibH 11 for at piatiOi ar---

11A51( WIEAIN ERS OF1' 41N(J[,-MANA(01I P'IANO

'Ihou (IuIAIRiArAN. IDo you i''gitid thiis its ono ohf Clio3 cticittl weakleUO.5
of I 1143 o-.Itl led ingle mnanater system?

Mlr HAE. 1 (10), i-d. --

D on't. i lit-l- 'j~i'4't 1114 41 k ioekig t,1 li inglIe Inlittitigeishlip ats buad. 'To
the olitit y, Mr! . (.lainin, I t Iiink it is thio r iost on.strucive e

V" 1) jil its sucll tdimt, we linv ind 11(. I Ci~tnk it is bettAir titn ainy of
t pits' J'4ViOII (I4w'icv4s. Bill 1W, it e'j1Vlups) wiriiig1fy inte~rpret 111o

fatt I1lint. 1ti'ie welt' foit Hin1gme Iii1ig~di) 1talni' nI956, fund
WO (Jill y 110w fire4 ge3tiin tWo 1111)1( 'stldJi is14d, I think thec Dc nirt ment
of Jdliso itfn'1 C r-elil''es Chat, tore of these you establ[ishm, tin
greater thle p~rolemI of coordination anid uniformity that developH
Witl I recte~ to) thelse.

.Jumst, pic ture Miat at wipf)y manager at'a depot has in front of
hint ~won ho has instructions froin Clie Artiy with respect to thle
storing anud bookkeeping til(] control of foodl a111 subsistence, and
anotlier set of instritctioiis with respet to clothing, find( another set
from the Navy with respect, to medical supplies, aill ofiwhich may be
in the 811111( warehouse.

Representtiv CuiTIrrs. I was very Pleasedl to hear Secretary Me-
G~iire Say3 thlat tihey were trying to gear inore iteins into time single
manager if~lims, than they now have rather than necessarily creating
iiioi'e sillf g (1111anagerIs.

Would that be in accord with the point that you are suggeting?
In others words, what you fear and at least what I fear is9 suppose

we dlevelol) 14 or- 15 sin gle managers, you end upl with at proliferationl
iiit'sel f.
Here we have onl the chart, which does not make any sense to me,

twvo recent ones, (8) hiandtools, administration and housekeeping
items, find( (8) the single inanager is the Secretary of the Army and
(9) hardware, paint and metal bars and the single manager is the
Secretary of the Navy.

Now why should those two items be in separate single managers?
Why should nott(8) and (9) be one single manager?

That is a question I wish you would comment on.

413



414

. Air. SII1114AIUMI. '111int. IR A'elly triteo. I1 tlhink Clt ])pariiit of
I )ofoeio It-solf rililivzes thiS s ii. itV.iti

11 liv'ard voit' voillaru4 yost eidIay w ithi rotspect. Co IttI''l ilig olit Hl
of thi6. 1ws 11twt'eii tho seriies.1. I think that., 4 I tenhtliC 14tatetuetit
that. it, hils liven (tilne, I11t its youl (to flint, how (Iio You get, dlirection
lind ieolittol itnil eoo1diliittioiiil nIII( 111m1geiiumt. thrioulgh Ian over-all,
I'AmiowiihiOtt oe oiliui itt oil set-1p1.

I1 dIon't, think it, will over' he Hitfely Iteliievedl. Fit i(iIoro? if£ t his
is the rate weIw goitig Ilt,, it. will' he 20) yoars lbeioro1 Ne will have
:iliovoki th hiilweiiieiit. tlieli lilts 1)00:1 eiivishietd by You meol n

Cl swho have stud ied this for t ho lust. 1t) year.0,1 1)CHAIRMAN. S0'i1i1t01r SliMOII'IIIIIi, do y30i Itv' ally quiefstiotot?
Sentor SPRdKu~IN. No, Mr. (CIitirmai.
Mre. (1 i I-11irtn, I. shlild 1111( to Hi11 tt I' liii-vt tlioioighly oil 0oyed(

this hpres(NIit tion,. I think it, is oiie of the 618t, flint. we liii~vo e h ild
it. olits ouit tin IlArea where muc ii' e oili li bdoneo.

.K'. 0ot.M ARF.. MNfy 1 ('0111111011t. Onl f'lint A-11' ( 1*Iia11il Vn
I amwie'into it r pu11t tg it, t li1t. wily, hit.. Sparklilin. If thioro W8

1111'thi11g 1 11111 viiine'( of, it. is tlit. progress IlliCtil1S kiid~ of field iR
0 111 going to heI aieived 11it eltintillty of fohlowiup.

1certilY 111o thlit thi S oiliiiittooe will nissiuiit that1t 1114 it. coil-
tining ohigalt ionl. Now t hat. ioeq not menuflint youl atr dist-.1ust1f'u
of people inl tho Pet aigoln. B11t, lifter till, youl hn1vo, it tCI'i-ovoe of
PPople 01101. there whichl is most, ilxwrtnntl Wild which, so fiar 11 Ci

e secretly ars ire con('eitW(, 1111.4 sot, 1)110k j)iog1'05.' Iiecitis
,ollell man11 hals to AL g et eliiitiittd itid thmi f~id his it 1~iluiiti and
solietilles th lngN got doneo ill tie0 falshionl Ilnd soiltiiues9 (10 hlot.

There is no assuriluce t hat we will have at voitcmittion of the pl'og-
ress whielh 8evretary Atcfluire tanlked ilhout. yesterday under iuiother
administrator until'tht. mian hias been qunlhid and educated to tlie
ivahisni of these problems.

r think there is not, it question of QA)igress enterig into tlie details
of iuanagoiett as suchi, Imt. I think it is most. implortanlt amid I think
it is true of inniy phatses, of ouir Gohvernmnent. The economic find
bIalce asp-et. of' theo Congress policing and urging and having a
continuity tand understanding of this suibJect is most iiplortnnlt. I
hope your committee wvill continue this tlhig. I think it is most
Valuable.

PARENT LEGISLATION IS SUFFICIENT

Senator SPARK?.A-.. I do understand from your statement, Mr.
Shoemaker, Chat the legislation now on theo statute books is suiffic ient.

Mr. S1ioIrMAIKV1. There is no question in my mind about that.
The CIHAIRIMAN. Just a minute.
If you figure a single unified service of supply, there is no legisla-

tion on the -statutes to provide that.
Sen-ator SPARKMAN. I understood the Reorganization Act of 1958

provided that.
The CHAIRMAN. It is discretionary on the Secretary of Defense.
Senator SPAIMAN. Yes.
What I mean is that the power is there if they want to exercise it.
Representative CuRnms. That is right. The power is there, but we

could do more in direction.

IMPACT OF IMMINIA14 111to(JURIMINT
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IIOOV~It (OMMIFHI)IO* 1)!1) NOT I(IOMMEND A YOlIT'II SEILVIOI4 O1r 8U1'MLY

Mr. 8 1uMAKIP31. If [ taliy fILy iO, 8011l.0i', I think tlt01.0 i thin (ls-
t inlw.ion. 'Cio (IogI'o14 lilts n01, (111)ldLically Sidii, am1 of flOw, tht. thl
execiltivo dep mnIti1-11 l1, i" in1l, riulled o n' Itldlorized C~o 14(%L II) a, com plefls
H(I'ViC0 4)I'1411)lq y" 11411('l m h l, Au 111,4 I m 0H 11,trnyw imit (11 ld mias zed Cho n A.(

for 111141 t lrize.d lelero heoing all ilif ll, 1tiol of comIrironi supply,
wliell tl I 'to 1 of (lo Hlj ,e, to whi (1(3 Coiniismiol 11(idr3'41
i(,11 I'.

We di( not, rec'olintnd IL foill'th service of fi1iuply---rale, i (30pa-
ralo ItgolieV, 9it ll(3 (m' civiliani (iretion, to mInaitgo coJlilf~ol s(%tic alid
HIII)ply iattivi(1314,'VIt ;; A (,IIM, N. I hniotigh to$ IIngh3 Jta,,agors

Mi'. Si(lIM A KI0. 'Io'ig ih (c0l[illilOn 1411'Vico of sl 41 y rilanagq-
JIll lfl beiiig (oordinated . we 1 114 v( noi' lly)ltll~i((,1, sir.

'1'1 ("nlAIBnAN. .1 111 flow conftl'(d. I thought you had recoim-
1e01d(Ild it Hin1glo H(rvico of supply for coniJ[oi-tHo itenios under civilian

Jllllg(lroillilt.
MVI1'. SIIOl,:1Au if l.a f-int 1 poutl'i'eI, Fi'.

Iii tililcing Iboll, it fourlih s'vicO of supply, to me it carries another
(ollllnotltiOll, lilltiely It. additional laye' which is noct in anly W(11m
what, Iho ( Co inimHion reconiinendhd. We re(forrriended the pulling
tolglhen' of "conllloll 1el'VicO at1(1 siipply activitie" it one spot.

Mn'. WooD. IIln't it true that they hav( the legislation making it op-
tioeil by Iho Secretary of Dfonsi ? Is that correct.?

'I'TO (AIItMAN. The ii(xt questionn is, Should we make it man-
datory?

PI1O(1110IE4 FJLUSTIAINGLY SLOW

Mr. SHOEMAKRII. Mr. Chairman, that is a hard question for a lay-
man to answer on the basis of the kind of slthdy we completed in 1955.

Certainly the progress is frustratingly slow. Nevertheless, my ex-
perience has boon that mandatory orders in a field as big as this also
e -oato some difficulties with changing people and so on.

Tho CIIA1iIMAN. No executives ever like to have ar elective body
give them a mandate- you know that.

Mr. Sn1OEiMAKEr. You may have to do it.
I personally believe that, contrary to the fears of Secretary Mc-

Guire yesterday, this can be done soundly without impairing our mili-
tary stature one iota; to the contrary, strengthen it. Of course there
will be problems in bringing it about.

ADVANTAGES OF A COMMON-USE SUPPLY AND SERVICE AGENCY

The CIIAIRMAN. I wondered if you would outline in specific form
the advantages which you think a centralized service on common-use
items would have as compared to the parceling out of these separate
commodity groups under the single management plans of one military
service or another.

What are the specific advantages?
You talked in- terms mostly of organizational charts. Organiza-

tional charts are important.

- ' ' I ",- ~ - .' - " ,I _
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Mr. SHO^MAKERt. Mr. Chairman, may I say to the committee that the
answer to that question, first, will be given far more con)letely than
I am going to attempt to give it to you in just a moment by reviewing
the Very tIloughtfu[ presentation oil this encompassed in the Com-
mission's report.

If I have seemed to give undue emphasis to organization as such,
I hurriedly want to re-eniphasize (eiceral Wood's remarks about,
people.
Now wliat do you accomplish with this sort of thing?
First, starting with the screening of requirements, you get into

common-use items. What (1o you have today.,
You have an initial screening of hammers, or whatever it may be,

within each department, separate and apart, and each nuan, instinc..
tively, with respect. to the responsibilities of his department and the
requirements of his department, will build in a little, protection, a
little insurance. Then that overall picture finally comes to a screen-
ing cominittee in the department of Defense w whichh Secretary Mc-
Guire set ul), which is desperately trying to lring some overall co-
ordination into this, )ut realistically -*ithi some : million items in the
supply system and some 2 million that have some commonality-I
think'that is the figure, no committee set-up has got time to really do
the job of cliecking on it.

So, one, setting requirements starts with a lesser amount than
needed as maximum and no pyramiding of "insurance" requirements.
You inventory control in one place and know what the issues have
been in one place, and so on.

Secondly, you get. into the procurement function itself. We have
made progress as you know through the single managerships. I think
we should look forward to similar progress being made in all of these
common-use items and it is difficult for me to envision their being ade-
quately covered in the single managership aspect.

The" CHAIRMAN. Are you referring to the field of electronic and
motor vehicles, because those are two conspicuous groups which are
not covered by assignment to single managers ?

NO NEED FOR UNILATERAL DEPOT SYSTEMS

Mr. SHOEMAKER. Yes, sir; it is particularly true of those. They are
conspicuous because of their size.

And then we get into the storage side of it, and transportation.
There is no question but that separate depots must go. With all of
the improvement which lthe Department of Defense has made-and
it has been tremendous, they have done a fine job in combining depots
in releasing surplus ones and in getting better utilization-we still
have essentially separate depot systems.

Now I thinly they are approaching very constructively the breaking
down of these fences between the services in their depot system. I
think the GSA use of snme of the depots has been a constructive
thing. I hope it will be applied to the Veterans' Administration as
well. We don't need this proliferation of depot systems.

Then over and above these duplications that continue to be built in
as long as you have either single managerships or lack anything ap-
proaching an integration of common service and supply, I come back
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to Ihe statement that military men have made so many times, that we
must have a supply ystem t]hat does not have to be rebuilt on a crash
basis when wartinie comes. I don't think we will have time to do that
again.

So if this is a better setup in time of war, if it has more respon-
siveness in it, then why not work toward it? After all, this is essen-
tially what we recommended, and General Wood can talk more au-
thoritatively than myself on it because I am not a military man, but
this is essentially what was put into effect on a crash basis twice.

Representative CURTIS. There are some basic questions. I would
like to try to get to one I think you have partly answered. It is a
question of how Congress can best follow this.

We have three different groups of committees, both in the House and
in the Senate, that do follow this problem in various ways. The
Armed Services Commitee of course of both the House and the Senate,
and the Appropriations Committees of both the House and Senate,
and then the Government Operations Committee, and the subcommit-
tees, the Bonner committee, of which I was a member, and the Holifield
committee.

INTEREST Of TIE JOINT ECONOMIC C0MIITTEE

The reason I felt that the Joint Economic Committee had to take
this over, and I do feel this, our recent hearings on the very broad
scope under Senator Douglas, into growth, employment and price
stability, we ran into the military procurement and, I might say, the
disposal of surplus property as a very important factor in our recent
recessions and in the whole fiber of our economy.

There is no committee in Congress that I can think of that will view
this problem of the military procurement, particularly in this day and
age of cold war, where it is going to be as large, with its impact on
the civilian economy. It is for that reason That I felt that this com-
mittee properly has looked into this matter and should look into it.

You have intimated that you were happy that this committee had
held these hearings. You have also intimated that you would like to
see this committee continue. I wonder if you would comment on
that remark. I appreciate it has to do with internal organization of
the Congress, but has not our failure been, as you pointed out, the
fact that no one, no committee of Congress, has really followed this
thing steadily through, this one thing, the impact of military procure-
ment and supply on our general economy?

(Mr. SHOE MAKER. Mr. Curtis, I am trying to choose my words care-
fully because I do not want to be in the position of carelessly seeming
to criticize any other committee of the Congress.

I would interpret the responsibility of the Armed Services Com-
mittee as being primarily in the needs of defense as such, with a fence
around it.

Representative CURTIS. That is my feeling, too.
Mr. SiOEMAKER. I would interpret the responsibility of the Appro-

priations Committee to create a recheck on the need for certain ex-
penditures and, further, to the extent that it can, the knowledge that
it is going to be spent wisely, frugally, and in conformance with the
necessary checks and balances of good government.
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Thl, 1 o is no committee to iy klowledgo thiit hs previously takeii,
a look at, this lillissive l1ee of our eeollolniy frotii Cio stlillolpoilit of its
ii plct; llponl o11r idlisti hd risoiti o', 0' hils hlld the folilng, if yot
will, or tI we rosl)osibility of 8113i 0111t, t1(oW' iiust, 1)3 a se1s of Ial-
llc&o eVouoMically. tVL' ('l 1l(Ol 1 o elth or w0 eltIi give

aill insuflhient l part. of 01IV 1osoi'w-0og to I lil 11iary.
Yol2 . ol)p)ort vlily .1st a. commit, it qeels I., is to l)1'ilig ilito)

Iliwo till( Xr'"rl)(1 lye all of theasjtels of this litiattr whicl after
till, is mort ti' hI! f of ollr 1111 )ll d bl(dgkyet.

1!111 . ,'hl, Sily 111 1m ! lIN'o Iteolw\ietioll I lult oilrI society ell tsIlu~l whatd-

010er IS 11C t'ossllry for o1r (lofollso, 1)111; I 11111 l1 o C(nIlvilc(ed tihat, th
billiolls i v lol'ved 1l ld lie iiiill t01, oil oir e('olloilly I. s l ll, t11111t w liiivo
to be wrv (aref4l how we (1o it, 11t1d to he slire we (1o it, ill an eflicieitif
I111111114111. " Tl1h1t. we (l o it., I lilt ,olwilleecl, hilt, (;aln wo do it. effllf.u-
!\ with l'olr reglird for the \'y v'aluies t lit, we seelk to protect ill

or' society by builhlig i11) this defowse.

N E!,) I'Oil A N E('ON Oh IV.,\h 811 IA'Ph Y T'l,*,

Mr. S11oEMAR l. Why have Senator lDouglas and yourself beeni in-
terestd in li 811suply system for 10 yea rs? Not, leciise volt 11 have
lilly (Illest io in oiu V li d 1( tat, there IIilist, Io a sllopply systeI for tlil
nIi'litlury foieps, 1h1t. b e'llso you felt- it. Should be t. 1o iiiostrenoniomical
system t lint Sat isf 'et orily does the job.

Ito 1reseltative Ti'r. That. is right.
It lilts al illosto.ot to tlhe p()oilit, Ill jildgiiielit, Where we have to 1)

eeononijeal. Now we hli'vw reached tho point where we have to,
whether we like it. or not, if we tire going to hl(le our responsibilit ies
ill th world today.

Now, 01e otlirliisic point T would like to bring out; because I think
it goeS throughout. the whole discusion. 'l'he hearings last night. sort
of ended on this point.: Secretary McGuire of course comes from the
business world, lie is now ill 0overmnent. General Wood has ft
similar background. Ii t li h iil S Its world we have an automatic way
of checking the efficiency of an operation. If it gets too inefficient,
you go broke.

Mr. SHOEMA E.R. You succeed or fail.

PrIiVATH ENTPIII'IIISI: IAS AN AUTOMATIC CIIECK ON MITSMANAGEMVENT

Plepresentative CurrTIs. So, referring to your remarks of the fact
that a supply officer is never censured for having a surplus but is often
censured fo having a shortage; in the private sector of our economy
the censureship for having a surplus is a sharp one because if those
errors are made too often, that business enterprise goes broke.

So throu the marketplace we have in the private sector an auto-
matic method of checking errors in overpurchasing as well as under-
purchasing, too. But in the governmental sector we do not have an
automatic method of checking this surplus, buying of surplus, other
than through our budgetary system, which is not an automatic system
but it is a rather arbitrary one. It depends on the abilities of human
beings to go over a budget. It does not depend on these unknown
economic forces at play-the marketplace.
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It is for that reason I think in trying to cope with this military
problem we lave tQ. realize that we have to build in some sort of
control system to take the place of the automatic marketplace system.
If that is so, then as muh i as we can we return to the marketplace.
Tie extent to which we can use the market)laco device we gain.

I might add that I am interested in that, too, its a member of the
Ways 11n1d Means Comim iittee because, as we return to the market-
p1lce, we also put it ill the ttax 1isc.

Would you care to comment on that observation?
I think it is fundamental, fundamental and true. If it is, I think

it will clear up a lot of thinking as we go along in meeting the specific
problems that arise incl uding personnel.

General WooD. I think, first, that we all feel that this country can
carry the defense load that is necessary but in justice to the people,
in justice to Congress, we ought to cut out all the waste still left.
That is No. 1.

Now, returning to the marketplace, I think Mr. Shoemaker can
coinment on that Ietter than I can.

Mr. SIJOEMAKCE. Mr. Curtis this marketplace analogy of yours I
think is excellent. It is one oi the important reasons that the Com-
mission had in analyzing the business-typo activities of Government
largely in the Department of Defense. It is more than a question oi
being a taxpaying thing, it is a question of putting it in our society
where the normal economical checks and balance in reality work to
the best advantage. You are completely right that you don't have
that ordinarily in Government.

Thuat is not to say that we don't develop some fine and dedicated
administrators in these fields who are as competent as there are any
place in the business world. I know personally military men who are
equally competent to any business people I have ever known. The
tragedy to me is that such competence develops and then, through
rotation or something else, they are shifted off the job and we start
all over again.

I think there is nothing as important to a businessman at any level
of business, including the president, as the knowledge that he is going
to be checked. And how is he checkedI

The president is checked by the board his board of directors and
stockholders, by the evidence usually oi his balance sheet and his
profit-and-loss statement.

As you go down the line, this ability to check people on effective
results is one of the important tenets of our American business sys-
tem. You are pointing out that in Government that is not built in
and that perhaps this committee can supply some of the questioning,
if you will fliat will bring out that point of view. I think you are
right.

I think some of these charts that Mr. Newman placed before the
committee the day before yesterday, and which I persuaded him to
hold over last evening and show to me because I could not be here the
first day, I think this colored chart on the inventory of general sup-
ply, showing the difference in mobilization reserve policies as be-
tween the services, is a thought-provoking illustration of what we
get into without having a coordinated management in fields of this
kind.
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Represent tit ive Cuitrs. Now, if I may, I have three basic points
I want. to try to discuss. Oiie I have he er adh a1ced( publiclyy before,
nil hough I have discussed it. i)rivittely. With GI(Aieral Wood here,
1 11111 just. tem)ted to try it- out. I thik my premises are right, which
tire sl)) i'(I to ile by Some ri iiary people.

MILITARY POIQMOTIONS ENI)AN(OEIiEI) Will-IN ASSiINEI) TO DOI)

This 1uih0 1 kl1ow, that the )eople assigil(d to the l)eparblmat. of
l)efe,,se, t'le liilitli'y lersoilaeih e'r 11(IhilOois still remain
ill Ilm hailds of le servicee from which they caine, which nIeans, and
1 i a itikliuig about human bing-s of good will and ihumaii beinigs of
intelligence, b)ut it, does mean 1lint, when thley are working in thie )o-
partmellt. of' defensee tlhey realize lit, if t hey atitagonize th service
from l , i'h l tey come, IiiN 11111'N' lli fiill eft('t, on hli i p rolfiofoln.

Now this is "latl I a1 iot fiiimiliar will il, 1 wias lol 1by some
Armi'y people, generall, it- used to be fliat, way ill -i-he Army. When
you were assigned to le general Army from i cor)s, whetlr it, wis
a Signal Corps or Engiileers or Quarermuster, l)romotioiis used to
still remain in the corps from which le came. 'I'here was a. difficulty
in frying to ge t a coordinated operatio in the Army.

'I'l (t hey chalnlged tlhe promotion system so thai when a l)ersoi was
assigned to'the general A iy, regar(lless from wh'liat .orlps they might
have (,om, thit their l)liOotioli from thel oil wits ill the general
Armv.

T lhave often thought that if the )eo)le assigiied to the )elpartmnent
of l)efense knew that, their prollotions (e'1111 from the l)eparnent of
1)efense, which is seeking to bring albout these coordiniations mid to
elimiiatL this )roliferatl'lOl, thatf we might. move ahead a lot, faster
mnd we would eliminate a great. deal of feet dragging.

Mr. W'onn. That is true.
Represent ative Cu'rrIs. Is my prem ise right?
Mr. Wool. 'Your premise is correct, alld it is responsil)le for a good

deal of the difficulty in correcting the Su))ly system.
I think yol genth, men o h ('temmitteo kmliowi of trols)le just (s

well as I do or anybody in business. You are always ill) against just
what you mentioned, fle service.

Now, they asked me to go on a committee to investigate the post
exchange s,steun ili Europe. I went over there. I appointed a very
good comi'tittee. There were two exchange systems in Europe, the
Air Force and the Army, side. by sidle, separate procureinents, sepa-
rate administration.

The committee unanimously recommended they be put together.
That was the only thing; thiee ws not a shadow of doubt about it.
As a matter of faict, I think most of the officers connected with the
exchanges favored it. But bearing out your point, the man who had
to pass on it belonged to the Air Force. He believed it just as well
as the committee did. General Gruenther preferred it. It did not
go to General Gruenther, but because the man who passed on it was
an officer in the Air Force and it meant possibly something against
him if he concurred in the recommendation, it was just tabled. He
never disapproved it. And there are still separate systems.

Representative CURTIS. Thank you, General.
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I look for answers in a broad area like this on the premise that we
are dealing with liniihpeople, and 1 really believe we are.

Mr. Wool. That is huniati nature.
RelJresontativo Curis. We are dealing with himan nature. It is

a question of trying to figure outi a system whereby the better part of
human nauIre is emphasized rather than the other way.
Mr. SnOEMAKEU. Mr. Cuirtis, there is some discussion of that

p)irticular poiit on pages 65, 66, aiId 67 on the "Report on Business
Oigiiiziitioli of the Department of D~efense."

Iopromsetiitative Cuiris. D)O they make that point there?
Mr. Si.oi:mAREIi. Exactly. It 'Says this:
Ti proiIot ion n nd compensation of support managers and teciniclans should

be subject to standards which provlde adequate and equitable rewards to both
civilian anId military vare(,r nnigers. For nllltary personnel Congress should
authorizo separate promotion lists for those who Specialize In support activities.

Rleresentativo Curis. Of course, what I am referring to is the
I)emrtiCent of l)efenso more hanii anything else. That is within the
system, on which I agree, but 1 am hitting at the top level.

The I)elmrinemit of )efense is the organization given the respon-
sibility of bringing about the coordination. Now you can have real
coordination or you can have this parceling out as I have described
what is going on here.

M rU I,1'[, SINGLE MANAGERS RAISES BASIt I'ICOILEM

On o11 degree it, is helpful, but in another degree, if we end up
with 14 or 15 single managers, we are just going to end up with
alot'her probh'ii on our hands. So I wondered about the ranking
people, Army generals and admirals in the Navy, who are assigned
by the D1mm'tiintit of Defense and are rotated in and out there. I
tvo talked to so many who recognize that'this should be done and

agree with it. Yet I have observed over a period of 10 years now
that there is a resistance; in fact in some instances I regard it as
actually disobedience of orders in getting around Cie orders.

So, in trying to figure out what produces that, I discovered this
one thing; their promotions, even though they are assigned to the
Department of Defense, the Navy still is the one that will pass on
whether Captain So-and-so becomes an admiral or whether Rear
Admiral So-and-so becomes a vice admiral, and the same in the Army.

To that extent they become special pleaders for their own depart-
ment-Army, Navy, or Air Force-instead of being special pleaders,
if you please, for the concept of the Department of Defense.

Mr. SoRMAKEIR. It raises the question about the same problem with
respect to military men going into business concerns. But the ques-
tion you are raising goes far beyond this and it is one of the arguments
I think used by the proponents for a single service. Whether it is
valid or not is something else.

NOT IN FAVOR OF A SINGLE SERVICE

Representative CurTis. Incidentally, I do not believe in a single
service. The Senator has so expressed himself. I believe there is an
advantage in having an Army, Navy, and Air Force in the tactical

. itcrT[At. *OPY,
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and strategic end of it, but not in logistics. To me the unification
should be in logistics and the separate services in strategy and tactics.

General WOOD. May I make one observation?
The CIAIRMAN. Yes, indeed.

SECRETARIES OF DEFENSE PIMRrARILY AT FAULT

General WooD. r think, as I have seen this in the last 6 years, it
seems to me that the Secretaries of Defense, although they have been
distinguished businessmen, have never realized the importance of this
logistics problem and they could have done a lot more and made the
)ath of this committee or Congress very much easier if they had de-

voted the proper attention to this matter.
Representative CURTIS. I thank the general because I certainly be-

lieve that.
The CHAIRMAN. I thank him double for that.
Representative CURTIS. I have talked to them and listened to them

testify, and they are fine businessmen and they certainly help-
General WOOD. There is so much they did not do.

GFErING THE MILITARY OUT OF BUSINESS-TYPE ACTIVITIES

Representative CURTIS. Getting back now to still a very broad ques-
tion, but, nonetheless, more specific in this problem of getting military
out of business type activities, if that is what it is, or keeping them
from going into other business. I fundamentally believe this is cor-
rect theory although there are certain things that the military of
course must remain in. How can Congress have some checkpoint?

The one thing I observed that we could do would be if we could
have separated in the military accounting capital goods items that ap-
pear in the budget. Now it is a budgetary problem to a degree be-
cause I have found that a lot of this equipment that the military has
to buy so they can go into production-let us take production and take
distribution later-to go into production comes under the heading of
"Maintenance and operation." Their capital assets, a machine that
cost $100,000 let us say-I was using an example of grinding lenses
because they were doing that out in St. Louis, or retreading tires and
so forth, some of the very costly machinery required is not capitalized
in the business sense.

Congress has no way of knowing when they are buying more of this
kind of machines, at least I don't think they have; I have not been
able to follow it.

I wonder what your comments on that would be.
No. 1, the question is, is that a good checkpoint to find out what

they are getting into and, indeed, what they are?
I notice you mentioned you had made a survey and you found out

that they had some, I forgot the amount of money you said was in
capital assets-

Mr. SHOEMARER. $15 billion.
Representative CURTIS. $15 billion.
Now, in getting that figure, was it easy to do or is the military

accounting set up in a way that you can follow that?
And the second question, which is collateral, are the budgets pre-

pared in the way that we can follow them?
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All of this is based on the point of, is this a way we can follow this
with some intelligece?

Mr. SHOEMAKER. Mr. Curtis, to intelligently answer your question
I have to assume competence in a field I am not sufficiently exposed to
to answer. We have the same problem in most business. We have
the same problem in the railroad business, if you will, where it is a
great temptation for capital expenditures to be called something else.

As a matter of fact, that is one of the reasons we got into the sys-
tem of uniform accounts by the Interstate Commerce Commission,
which do not permit that sort of thing. I think you must have been
exposed to a great deal of that in your background, Senator Douglas.

The CHAIRMAN. May I say I welcome these converts to the case
of a capital budget because that is what many of us have been urging
for years. If we can distinguish between common capital acquisi-
tions and current operating expenses, it will be seen that the current
operating expenses are appreciably less than is commonly thought.

Mr. SHOEMAKER. I was on the task force committee on competition
with private business enterprise and I can say to you there was great
difficulty in establishing facts. This $15 billion was finally developed
with the cooperation of the Department of Defense, but I am sure in
fairness it should be said that it is a little more than a reasonably
informed estimate.

Representative CunTis. Now, then, in the distribution area I think
warehousing is a good checkpoint there although I can see where it
would not be all-inclusive. I am looking for checkpoints where we
can find the military moving into or staying in areas that would be-
at least Congress ought to know whether they are in it or not in it.

MILITARY DUPLICATES CIVILIAN DISTRIBUTION SYSTEM

It seems to me, I think you mentioned it,°that we have been making
a great deal of emphasis on the production end, the procurement end,
when distribution is one of the biggest items we have. Now I have
long felt that in many, many instances the Military Establishment
was duplicating our great civilian distributive systemrunnecessarily
I must say.

The Bonner committee used the coffee business as our sort of check-
point and tried to use it as an example. The reason behind it was
this, if I may express it. If you have a population, as we did then,
of 170 million, you are going to have so much coffee drunk and it
did not matter whether the 5 million of the 170 million were in uni-
form or 10 million were in uniform. The amount of coffee drunk
would be approximately the same.

Therefore, for mobilization there need not be any increased amount
of coffee roasting going on. Your distribution might change some,
but even there to a large extent the distributive system could remain
the same.

If that premise was right, it did not seem sensible to have the
military duplicate, certainly there was no sense in duplicating pro-
duction and there seemed little sense in duplicating distribution
based upon the military production.
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14f.1% i I' I lilt wevo f4illllllf 1111vollmly 1111,vilig similill. itefirls. We 1111d

it report, from I hem ill November fliiif, iti'"i of [liese 14 ill.,4111fives, I him
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1col-vit, I)III, I beli(we coiled be, Ivq!d ill cold 11ailmdem ill drr-, sbtlc Hq being
liol d.
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401114 M14-0 &Wllth-d .14111-141114. JkI*P I IJPS( 0I It Cl'Oppi rigs of a namiral-
ly slispiciolls 1111011.0oritre, Suspicions foulifled if) fact

TIN COORDIN'dVi'M SUPPLY SYSITIMS

(htnerid Woom Senator, I have no doubt fliat there are sorne dk-
osids of al-Hele.4 NvIlich are. belliq 1VP1II1Ch1tFA!d Solnewhere ehie, blir
think that. is incidental. 1 (10111 t'llillk there is anything crooked

about, it. I think it is due U) incompetetic), and this'dilplication of
depart-mients, procurement, ivarehousi jig and ever)-thi fig else.

They infty be selling boots in cit. Louis and they may he buiving
thein in San Francisco for anot her depart ment.

Mr. S1101,1tAKER. Alay I comment, of) that for a moment, 3ellator
Droughts?
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Arr. StlotmAtim. Iirhst I oil tle, witrehlotisilig pat .of' t I 1s, if t hi(,i
is tilly. lio' we Shtould give t he I )efIa ut iiieiit. of' I 'i'1s1c1 t, i
mly oplinionl it is for the getierit 1 ilipr i'viit (ivy have-t itdol inl their
depot. system. They hitve brotughit. till If1 01.u11,11Y of' practices. They
hIM-0 86ili'ed maid t hey 11%haeo setfi t timihck sleald ily ill do.
pot sjpilt. So) wilatevet' the dalte of t his fIgitieo of 3yomi's 11111Y he(, vhiiclk
11I'lltges olit Soeet Iitd it fraietion pt'ervot , I feeol coimfheit, fro ,(i t-
vet'sat tons I ltitvi' had witi It'l deoltwo Ae~e 0t 11.t. ivy halve thenld
of tihem it still htl her mrow-1j'lmi of dept.4 tedlict iou for whichl they
twoe 011t it lod to gret. voti1ilem U(ltil t4tIllmt ovimtioll.
6The ("lltutm N )o you t0011ik the A111. 01co figure of 1(6 percent

(C'eneral 11rootr, Yes. iemuemuber thuis thme Aitr 1Foreco sl itled ht,
ill. 19~4 1 wvit Ih lo S1111ply I1 )11art Illit. {hley wv'nitill Igieit; every-
t hinug wa's gi'eeti. 'I he "Air Doe stmpjl ? yst eit hat s I ot, het'uu tip to
thit. of the Armuly orl the Navy, whihl aire Oidt'.

Reprosettt at i e INrmt. Of course the Ail. Vonrce' wals told utot. to
SX)ito t he supplly of olituitoti-t'so itemts. That1. is oit of tho pr1ob.

tha. t..'hav tvichI retVItt' its it mattee of disiilit.
1 wish I could det eu'iuel just, whlo was involved ill the disoIbodieitco
tt ly ill their' gxitg out deldbeu'ately iugaiulst. orders tuid crelti-lig

it wparate Supply systeml fot' e011111o01 Use RteMS inlSt eitd Of' relyilig, IN
tey were sittpposed to d1o, on the oArutty ystveitl.

'1110 (utttI~RAM. 1) )'Oi you hve anly tmidher (iuestilis?
l~epeset a iv (Nmn~s. I11ha-e onlly oneo lt ll. I tuotico that,. onl this

pailtt (We1OSt ion there is titl att WhIete it, hiIt)peit$ 01het-0 is It lot. Of it
ill t he i"a rhago p)il I.

Wi s e Stting tl) of it single ianaget' fot' piiit., which they alre
nlom doing, 1 nutl NtOt3? happy to see lt. otl ipi'ocu'eitlmlitt(, btt I [tl
wAonidering whet101 et' It,t is 11o1, thel midi of il Ilut iut lot, of t heso
hlardware, itet'tis like nails, an1d so forth? t ult we could niot. ulse tho
civilian (Nlistftive systentl--ot. tiec'essa'lylA tahkiiigat tith'l etacil level
it could he at thle ttholesa-le or wtV%' e Imltr igtthn
was, I'te mlost effiieit.-but. cet't mainly niot dupi icat-tuin the dlistrtilbitfi ye

svteut for tlteseo items ill thet Civiliant eottonty, wIth' i certinly Otight
to ho reasonably tideqpuate for it.

On paint, I arelsay a lot, of the paint thtat, the military its in Suir.
phits, although it, is listed as N-I ott their list, wtobabhy hilts deoeii-
orAted. I wotidet' onl that. specific itemt or ott t itese hardwa~vire itemts
whether or not. this point, 1 was trying to make of utilizing the civilians
distributive system Instead of duplicating it is w~ell taken.

QUESTIONABLIT EMr.'S IN THlE MOIIILTZATION RESERVE',S

General Woon. There is certainly no sense in having such items [is
paint and hiardware in mobilization or economic reserves. They
should only carry enouglt paint, in their warehouses for just quick
turnover ble-aiise they can get paint from every part of.the country
att any time.

Representative CURTIS. That would be my impression.
Mr. SHOEMAXEI. You may recall, Mr. Curtis, that paint was one

of thie substantial manufacturing operations in the Department of
Defense and it, is one which they have closed down, to their credit.

IMPACT OV 1AWNINAM, 11110011HIMAIFINT



IMPACP O1 PPInIENMm I(t1UI1OCUIMMIP4NT

l0'j)I'V,qellt4tiVe (''IS. Yes; thy were inaimnfacturig paint; now
tl(y IOll out of' I ht, whidi is good.

MiV. ii(l0',ifMA II11,. (iiw'iiiiil l YiiI to pitilit, ol this foltillsit there is a
1I(I lily nviiiliill t oinilisuil Piillly. Whtl1101 there is jistificatioi
for liavhi0' lpnilit. Ato'ligs ill forelgil witriei.ouses, 1 (10 iot; prl'etef(nd to
]lwO. 1Vis (10 Ilot, HI to, llillil, we do li0t, liav a Streiigilielling of
jii ititry plotur by kOepisig it, in tho supply system. Thie'e is no(Ili,'stioll atbotl,. it,.

1P110111 i'llOU(JH1 MI'T

Rellreseiitatio Cuir'u4. Tilt, l0a(1- me to a question which open lup
aI IiW Ii'lL lilid 1 u,liesiltto to do it, at t, this lili 1  hilt, it, is re 1lly So im1i-
l)I'lilll; thai, I itt, lelst, Witllit to opelli it, 11l eVll tholugihwe do inot ox-
lrio it. Thuit, im you IllOlltiol(d wilihin the Ullnited States,Io II o o of its b ig problem in this irea is ofrshoie l-mroculrement,

wich should 1111 relitted Very0' closely ill lily Jllld(inelit to OI' foreign
idil )In'Og lilln of tr-yin o blll l thecfOilois of thewe Countries.

(lieri lloo 1,1 WOul( lil( to imil(m these( (Omiiillt to you, fir.
]i Woi'id %iti' I1 wat ill ithe Navy anltiubnarine action. Our

mit i1 Job wits pot f, tiil the Pilittina Catial iii the earlier dlys, but
70 or 8 1 p(ircoint, of the bottoins 1183i(d ii o111 shipping down there wat
111'd for t ence8t01li30 an(1 iiiiiiitiiiance of or lersollel in the Canal

I lilt(] ocCli,-lhln a few years ago to go down to the Canal Zone. What
Jo(.lo1d tilts wlin thit, we ilil,0 really f'llliliig it niice socialistic state down,

th e. 1 li118ti ie lfld, coffee iiiilk i ito on 01colild easily aiid rea(hily
haivis eelli lollired from the P1ililnuiahln eCoiomy if we had under-
hi(ein to buil thi ir erolioiny an1(d wo would not have to seid back to,
ths liit.ed St ites for a g!'lat, dll of those things.

As I say, this is opening til a big area, but, it is a relationship, it
relittes to )ii' e3ndie11vors to build the ecOfomiC of those various celln-
ties. TIieiefore, in y juglgneit, it should be coordinated.

][epreseutativo Cuilims. One other point and then I will have your
brief (omilnents.

When tioe Bonner committee wat over in Europe looking into pro-
Cueirlemoilt--in filet, we were really over there because we had been told'
here by high-rancing people in the Air Force that they were not set-
t il lp warehousing and a system of supply for common use items
in violation of orders; when we got, to Germany and elsewhere we
fould outli, t, the y wroe-but, one of the points that one of the Air
For'co 1h101 iiill(0 our hearhlir,s was that after all, they could not
rely on tie Anrmy for, for eXiil p pliers.

'l 1hey said, "Just look what. would have happened. here we had
tile e.rflin airlift nd we had to go into an extra amollnt of mainte-
nance 11 the ailillles and when we tried to get the tools from the
Army, ther didn't have them."

I said, "4 through the airlift had been extremely successful and youi
people reserve a. great (1al of credit. You must have gotten the
tools."

le said, and there was a little bit of horror in his voice, "We had to-
buy them on the open market in Germany."

My comnient wals, "What is so wrong with that "
51080-60-28
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Oil alnalysis, fint. was prohally a. system, they eolit well lilvo reli(,kno that iss toolageto li('1
lipoln. So I just Oll III) tho Sil)ject, I now'lit iy oo Ilrge to ditou,4
here, but I would alIppeVilite any r1v would Himo to

1ake on that, whether or not.]l ts s unot till artv, fhat wo ought to
dovetail into our lprograni of bidiling l) these economies a1l reltfA
offshore lrocnrenient to tlt.

General Woon. I will comiimient, oi la1inUli be ells I sponl. 10 years
of my Iif there.

'1'lat, systeIII was forelitd, ill fat, wleni wo wtIlt dowil t here. 1li0-
wits 110 pl)ulat ion oi lie'7.0, Z .li'rethee wero ]o stores, tlere wore 110
mainufacturers, and w had to organize it system to feed and clothe our
elliployees.

11,ei, it is like everything Olse. That is not so necesary to(lay, blit
t]1o collmlltssary system was started ill abolt 1907. I hut is 3|5 yealr
ago. It as ,wl abished and (ho olpwh .... lie einployee4, a1re 110lsed to it.
'They qilto bitl early do not Walt, to cli('' g it.
I'o golack to the question, a lot, of it colihl he 1l1)0islid today, IL

there it is. You kllow h\o'; difficult, it is to o1rse, it.

'11ANSl'Ol'T[IO;

Mr. S11ErAAX,. Noit1' )oilnt voiild evell cllrry over ill tri' 1I.Spo)t a-
tion, a subject with xhi,'h I have hadt a slight, acItqlil aii e.
T is 111itarv fithe tanauiigeuient agency lien, as a si igh' serv'i(-v isdoing a. sphendid job wiin the loitiationn which have Iwem liut. on

it, but it, stos at, the eont iont-al United S altes.
1TI0 l)fe, nse 1)lepart I10ent is a worldwide organ ization itnd has great

transportation problems and responsibilitieso 1 worldwide( basis .
Blit. there is no traffic mnanagemnent in a. central control sense that do-

cities whet her our military will manufacture their own transportation
in aln overseas theater, or whether it is purclised, is pretty much loft
to the theater Commanler lulder l)resent Circumstaiices.

Re)r0sentative CAimS. Yet. in wartime they will actually do that,
and they did in World War I, send teains of railroad men over to
Iran, a1i119ng other places in the world, where we really utilized th0
facilities of the count ry we were conceriied about.

So it would seem, and this is in line with what Senator Douglas, I
think, has stated, that if we are going to utilize these things in times
of mobilization, why is it not logical in times of peace to operate on
that anie basic structure?

Mr. ST1O 1RMA R.r. It makes sense to me, sir.
The CTIAIRMAN. We want to thank you, sir, Mr. Shoemaker and

General Wood, for coming. We appreciate your testimony.
You have been public spirited citizens and'have devoted much time

and attention to it.
There are a. few housekeeping items that I should like to take up

now. It is not necessary, Mr. Shoemaker, for you to wait. This
is still a public session. In order to get these items in the record I
have to get the consent of the committee.
I would like to first say that I want to thank House Majority Leader

John MeCormack for hiis interest in this whole matter and also for
loaning us this very efficient staff administrator, Mr. Ray Ward of his
subcommittee, for'several months on a no-cost basis, to us.
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1 also witi, to thtnk Mr. Newima for his very eflicient. work.
l hmve hd corrspmi((hn('o with Congressinan McCorlmli(k on the

origiitl piuposo of h0 M( 'orjmtc-Cir1,is amendment, to which he
hs rel)elid. I ll) going to isk (JcoJnient that, the Jelttr be placed in the
Ileairings at, li.1)0oi1t 111t41 I li1t fu analysis of tho four 1nma1in reasons
bo 'w"l" (3(.

110 iitsorilrel 1rrerr(d to follows :)
(ON1mnMSS OF TlE I{NIIE Hr'l'1,

1101141Y. OF JEIIWESPNTAIVFH,
OfPqC1,i OF 'iJIS MAI(IUITY JEADVEII,

ii'ashuln lon, Il).., Jaunuar/ 18, IO0Q.
Hon. PAUL 11. )OUOLAI,
Chairman, Joint Roonomio committee,
WaaPington, D.O.

I)NIAI CItAIIMAN )OUIAH: I 1111 li1ensed to hIlirn froin your letter of )ecent-
hIr :11, 1)51), 1 1iii Ii'liniite plans Ive Ibeen i ii ilde by the .1oint IkConolilc Coli-
lilll te to hold hearings (in '"I mpa llpact (if (JovernIent Supply and Hervice
]'rogriinis on the National Ec1(onolly."

It will lie prolittle, I am sure, If tile committee explores the subject of
lilnlpltll tlollo 11n14 Iih1lnne( Iiilohlwntatlon of existing lawil aPliel.llo ti the

subh1ject. Tiii is i Irl'uIhirly so witii r'egalrd to Ile )'Mahoiney inmeni(inent of
1952 which alight well he called Ill O'AMahoney-Doughls nniendinent 111ld the
M,('ornIcu-i-tmt i aiendent of 19158.

YoU refil1.stell ue to c'oliillent on tile need for the M(horunia(k-Curts auiend-
ient miad Its Intent. Where were Neveral reasons wly I Spolosored It.

l'0ist, It was n(wem'siry to reloVe the lngmage froit the N1ational Henrity
Act, ims uiiendisld Ili 1049, which Idl'tei flthat there should 1e "tlrec depart-
ilients separately ittlhiistere(l" Insofn r as supply tindi services are concerned.
Most efforts toward effeltive, et(cleiJt, and econojihal (oInlnion supply and service
nussnnsgeiiient since 19t4) have evenltilly grond(lh on this charter of separntisisi.

I cosi(mier thint the MlcCorniiiek-CUirtIs amnendinent, which in(identlly was
nlllctedl on Angumit (, 11159, illld re welved scant attention prior to your letter

of Inquiry to Secretary McElIroy on Jinuary 15, 1959, gives the Secretary clear
ithority and i isiandlte to novo vigorously ahead In eoiltilOn supply lnd

service areas. The letters which you, Senators O'Mahoney, Laushcie, Gruening;
and ('ongresslen CurlIs, Brown, and others havetire'tel to the Secretary of
Defense, the Director of the Budget, and the President's Economic Adviser
dluiring the hims, year have had in Invigorating effect toward the redemption
of resumnsibliity vested in tlient by numerous enactments of the Congress.

I pre(ict, Mr. Clialrinmn, thnt the announcement of your hearings will also
have a stihulating effect In tills inportnt area where decision and followup
have been so sorely inissing.

Related to the above point is the matter of constitutional government. My
letter of October 24, 1955, attached, to Secretary Wilson emphasizes my con-
cern in this respect. Secretary Wilson on September 2, 1955. complained to the
three service Secretaries that DOD directives were not Implemented. I stated
to Secretary Wilson:

"Your concern with respect to DOD directives Is similar to mine with respect
also to congressioinI statutes. I am sure we both agree that our constitutional
form of Government is in Jeopardy whenever the executive agencies, regardless
of motives, good Intentions, or even greater wisdom in a given instance, choose
the laws they will execute and those they will disregard.

"One of the most disturbing examples is that Involving the so-called
O'Mahoney amendment to the DOD Appropriations Act, 1953. The amend-
ment, which is permanent law and as such is actually an amendment to the Na-
tional Security Act (Unification Act) of 1947, calls upon the Secretary of De-
fense to develop an 'integrated supply system' and the Senate Report 1861 spells
the intent out in detail.

"It should be stated that the O'Mahoney amendment was predicated to a
great extent upon comprehen-olve hearings and reports of the Bonner and Hardy
subcommittees of the House and the Preparedness Subcommittee of the Senate
which pointed out the excessive overlapping, duplication, nnd waste within and
among the services with respect to common supply and related matters.
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"I-11) iretvo 1000.1 of NOvenlltir 11), i042, coll itutelIl i good itt leiiilt to
O'rry it thw h liilttte hlt gh II i Wl1 lillted to fill iitrae''Vihe 11ni1 geilerfilly
rather (h II (he Inhtelided lil grl I ed 11i-itern'rvice lliHiH. The (ii1-mi (lilt 111 l(liliqlle 8reitgth io the AiIItediill nehi il 8111i1ly lest Which iild hcell (l'elled it
yes ltol' 1 by (he Heretlry's order of .1111y 17, I1111I. lnforluui11 ey, le nerm'loepr1% 1111, 11111o (Al 0r-vol wlul fhl Al111moda oIlerllihon wam broken 111) lilns fllrlllg
though II wo1 glle1ly 11h11111led it "tIOVINN.

"Ti'lh whole ltory of lhe Aliuieilit test was dotilllid to you 11 (ouigresimin
Tlho11it It. 4t11-1Wrl1 1-11110 letir if o .11iUol ry 10. I1MMI. Verilln of' loovr re.
Iol1'i11111111 It, lolt' coiloof81 111 111 (1greHNIlo11ili1 lt'elTIrt54 111111 i111ct ii'ui Ft llM
ito I lie1ed for ll re it earit 111 11 111119u ille 11111i11ry 11'VI cco w itlli ' I'IRICt It

(4Ulo11 t111111111111 itli se'vies fnd 1114 to 1h1 le cennIl y of fol1o1wiig 11111h'lil)lO 1iWs
and rgi 1lilt1on.

"As I vlew ie thitilit, Mr. Mi'T'etiiry, not only IN fi' 1110 lroihuiu Of coi.
stI1tt11ton11 govertitment Involv'd h t1111111y other In11il of relt collcorn1 to theAmoueht11 pleople. I will vo111111ent blriefly oil sme1 of 111o111.

'"I'he fitetm 11 t onclv' te 1111 ,1 lu11ton1t1 fcll le-thollgh lile to.
defenmte-tied gre1t 1itsll1itce. Large s1lnl1 lro required for the develol.
lnut nttd collttteiviltion of Ilitne nitiral r'sour'ces, 1.Illh111olro fied'ile for ig11.

wny, m1id futile worhs. Cto ty outihlyn for ftnditielit11 ind applied r'mni'itrh
ire it must If we are to eep itheid 1In the techihiologlhnl roce. Our li1t111 1114l1.
tutlotIo ire not li1 the 01110 we desire. Oppl1ressive tixes slouhl le rdhticel,
esp1titily for flit' lov-ilicoUt' grIp1s. Tle htlget requires buliulilg 1It Its turn
and flit% ever-growing tint on11l debt redluceid.

"As you lolowv, I iit1, 11i1d ha1ve 111wltysn bt'etin itdvocite for it st wrong IIatiotii
defense 111lln which to suliport a foreign policy. I, In also ,eni'il liti to otir
tirvlval. I will not ble begu1ll Itto InxlIy hy the U1111l't I'1tuteth- lInow e11ulniit

Ittg fronm the Kremlin. No one ditres ble. I believe tihot our defe11e fill(] b1le
111illtitots shtotld le 4t reiigthened InI every loslbh way for tile long 1)1111 111llit1l.

"1111t the evidence Is conclusive that tie overloppliig, duliciIto, ulud white
Is of siel n111gnltude iii nind anlig the IIllltiry erVihe. 1n to u11e 11o4l41l
enornuo1,t savings, witl no loss of efllcleney or ntilt ary effeellti1ei H, 1t1d tllls
htealse Aitd-A badly needed for the objectives listed nbove."

Itn addition to tile Instances of nonicoli1jllne inttd iihove should be added
that the legitslatIve Itent of the Nittlonill, Se4tlrity Act of 117 wa thlt. flip
Air lVoree woldht continue to get slitply iuid s ervIce suiport front the Arty
as htd historically beeu the case. The ieselthower-Sltiiatz ngreouients Iniplo-
Vientd this lconlept.

Ikspito thls background, the, new Air Force began to establish supply depots
lit the Utlted States and over the world at tretiendoum exp'ene. rJrlhuiloads
of eoittton supplies were moved front Artty deltots to Air 1orce deots. AlMuch of
this property 1has now biet declined sutrplus ind donated or sold ata fw ceit
on the dollar. The Installations themselves in a nuiijer of caes hilve becn
or will be declared surplus.

The cost of fis venture by the Air Force is Incalculatle and was not within
the intent of the law.

It reviewing legislation where the will of Congress has been disregarded I
must alno tnention the Armed Services Procurcment Act of 1947, Public Law
413, 4th Congress, 2d sesslott. This net provildes Ili section 2(c) :

"All purchases and contracts for supplies find services shall be made by ad-
T-ertising, as provided in section 3, except that such purchases and contracts nay
be negotiated by the agency head without advertising If" (17 exceptions are here
listed).

It should be noted that negotiated purchasing and contracting was to be the
excepton-not the rule.

In line with the iitent of tite law, tle President of tle United States ad-
monlshtet the five agencies namd 1ii the statute to use their authority with dis-
cretion. In Identical letters of Februry 19, 1918. he wrote:

"The act states the basic policies of the Oovernnient with respect to procure-
nient by the armed services. It declares that a fair proportion of all procure-
ment shall be placed with small business concerns. It also states that all pr-
cha.es and contracts for supplies and services shall be made by advertising
except under circumstances specified In the act where exceptions to this general'
policy may be made.
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'"'li 11bill grillits UlwJl'OdoL'tod freedom front specific procutremeint restric-
11011114 IIillig l't hut'. 'liit flI(lIOll IN KIVOn to 1,riinlt .liO IlOxIbIilty aid Iatl-(11lle livvet~d III p~rom(Inf-daly nationitl lefteaxe activities. Thio basicleed, however,
r.C.llflIllI tol f1441issur rilllile price fill(] atdeiltinte m4-rvh(o to the (0overnmllelt. Tio
the (egrt ha I lint resticill1 lintv Ii'eii (have1ben 11411(i,tt, lreore, remlioisibuiity lpon

itheI I ,)efle 114iiuiIinlt. fill" Ieia Ilicleased. 'ielr I digel tint tlie nat uiral
(hesire folr Ihl'xlllillly findI m4lll(i dIIn procuremennt will leaf to exceimlvo plalcemnent

(if (ollrilcI y bY nieiv'ti ll Iill unue(ll r i(it liljOl llg l-gocrJ 1nd this
liItIII ot ovellr," (The e ilro; later IN Illihwh l ]iere~lo.)

I I,144' Ilie illt(ill, of Ciolgrre nd I li ilihuoolllhi by Ilie (5llef 1Xe(lctive of
tile I1lilteld ,Mtem I N li vVii, 111s I'.en It HelCilly hiring lsle Of uiegot llIIed coItra(tiilg
il, (,,,il (lref~ wori(, cihllrillll vilmol of. Housel~l { Armedlq H01rvl(co Counnlttee,

eilll I oill '.11111o :1, IN1At), iefoe Ili. Helisi to Iinanli(e Comiili tee Ihat over 90
iN,'i('vit ly iiiuiItp1er fin( volume of (ielfm( cl'I1('t wlJla e lI(,got int('d. C onlcur-
]l.(.it y, Ilie 1111m Ilen II growIig conc(eiirtm.Ilii of 111 (dofelis, ulliii'Is4 ill it fewer
iiii fewer nullll of coirlorlto,1011, ic01 (,xii ije, I tlie i4'Plod July 1050 to

J11111 1151 lie livrelentnJgl. by dolli Volue of iililhIiry volitrvIot iiwiri(1( to 100volI)liIll(,1x lIIlll vl-loilks gl'oipml wnim (11.2 iwrl, tl, witl h f ilrs[ 10 r{ceivinlg 2)8.0

J'Ir,'lIt. in ('iiliII 1( lil i 1058 the 101) largest (OlitrlIctorm received 74 percentof (II1, volum n li f firIlst 14) re(,olv(d {I.A porve(,lt.

SColleuirrenlly, i1f1(o, tlie luilnlii of itxvld-ivre contracts 1fil been decOreasig In
favor of till,(. (,4-jlrforiiililce tyjie of contract.

A furhii (lImllhiilg timpeelt of 1he whole contractig situationis 1the stato-mleal, of (11,1lfll llm VII~lllm that IIh( quality of life Geovornmnlt contracting officers,

IF; s1h tn111 thly fire i(ttullily (clllltlVi's of the contractAn-.
'The lluerous (lAO report oil coltractilg whhih liliVo been nade during the

past 2 yi'111' also shlow that the qnlilty of fie negotiated ConItracts Is not what
It 1olu lie an1ld tiat elie driistlc a(tlion 1n.(d to 1)0 taken to bring about an
lill])l,(.villilitl .
Tie (firi n reasonl for lily lmiiorship of the so-called M(cCorniack-Curtls aniend-

flout, w'I5N to olinlt to flie f it Ilint saivligs through Iproved management of
g lI~lply I11(1 s ervie funellonl1 In JIM ])ejii'rtneilit of ])ifenlse would go a long way
towlirId 011iiiniwl g s4choo1s, 1101)itNl, roads, research, stream fill(] air pollution,
ilid otller flii activitl(em and )rogriilllt for th( Nation, Includilng needed
fdefelle Itself. ],Ecollonly In tile )epartnent of Defense would prove to be a great
s our(l of |IlSillet.

As to the seope of the nnioeilinteiit, tile stitelneint.. made on the floor of the
*house on June 12, 1)58, Is melf-explanntory. This statement appears at pago
0927 and following, and a copy IS attached.

I want to stale tlint the McCorilnak-Clurtis amendment Is considerably broader
thnn the previous O'Miaoney aniendment In that It covers service functions in
addition to supply fuictions and permilts tie removal of both from the category
of major eonlbatant functions. It also vests tile Sfcretary of Defefise with clear
authority to deal positively ii obtaining economy, effllciency, and effectiveness In
these areas whih lime some 60 Percent of tile annual military budget.

Again let me congratulate you and the members of your excellent committee
in the Inportant work you are doing in connection with these hearings.

Sincerely yours,
JoHrN W. MCCORMACK,

Majority Leader.

CONGRESS OF THE UNITED STATES,
OFFICE OF THE MAJORITY LEADER,

Waslntngton, D.C., October 24, 1955.lion. CHARLES El. WILSON,

Secretary of Defense,
Department of Del ene,
Washington, D.C.

DEAR ?In. SECRETARY: I have read with great Interest and appreciation your
memorandum of September 2, 1955, to the three service Secretaries and Assistant
Secretary of Defense (M. & P.) on the subject of "Implementation of DOD
Directives."

The first paragraph of the memorandum states:
"I am increasingly concerned over the growing criticism in the Congress and

elsewhere of the lack of consistency in the manner in which the military depart-
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ments carry out the purpose and intent of DOD directives. Some of the Hoover
Commission reports are quite explicit on this point."

Your concern with respect to DOD directives is similar to mine with respect
also to congressional statutes. I am sure we both agree that our constitutional
form of government is in Jeopardy whenever the executive agencies, regardless of
motives, good intentions, or even greater wisdom in a given instance, choose the
laws they will execute and those they will disregard.

My growing concern was further aroused a year ago when the DOD decided to
bypass the clear intent of law with respect to the transfer of surplus property
needed by our grossly inadequate educational and health institutions.

More recently, the issue is raised again by the decision of the Comptroller
General of the United States with respect to the important SAGE program.

One of the most disturbing examples is that involving the so-called O'Mahoney
amendment to the Department of Defense Appropriations Act, 1953. The amend-
ment, which is permanent law and as such is actually an amendment to the Na-
tionl Security Act (Unification Act) of 1947, calls upon the Secretary of Defense
to develop an "integrated supply system" and the Senate Report No. 1861 spells
the Intent out In detail.

It should be stated that the O'Mahoney amendment was predicated to a great
extent upon comprehensive hearings and reports of the Bonner and Hardy sub.
committees of the House and the Preparedness Subcommittee of the Senate
which pointed out the excessive overlapping, duplication, and waste within and
among the services with respect to common supply and related matters.

DOD Directive 4000.8 of November 19, 1952, constituted a good attempt to
carry out the statute although it was limited to an intraservice basis generally
rather than the intended Integrated interservice basis. The directive did add
some strength to the Alameda medical supply test which had been directed a year
prior to the Secretary's order of July 17, 1951. Unfortunately, the service pres-
sure became too great and the Alameda operation was broken up last spring,
though it was generally acclaimed a success.

The whole story of the Alameda test was detailed to you in Congressman
Thomas B. Curtis' 13-page letter of January 19, 1955. Certain of the Hoover
reports confirm the conclusions of the congressional reports and enactments as
to the need for more integration among the military services with respect to
common supplies and services and as to the necessity of following applicable laws
and regulations.

As I view the situation, Mr. Secretary, not only is the basic problem of con.
stitutional government involved but many other issues of real concern to the
American people. I will comment briefly on some of them.

The facts are conclusive that our educational facilities-though basic to de-
fense-need great assistance. Large sums are required for the development
and conservation of basic natural resources. Billions are needed for highways
and public works. Costly outlays for fundamental and applied research are "a
must" if we are to keep ahead in the technological race. Our health institutionR
are not in the state we desire. Oppressive taxes should be reduced, especially
for the low-income groups. The budget requires balancing in its turn and the
ever-growinu national debt reduced.

As you know, I am, and have always been an advocate for a strong national
defense upon which to support a foreign policy. It is also essential to our
survival. I will not be beguiled into laxity by the palliative tactics now em-
annatin, from the Kremlin. No one dares be. I believe that our defenses and
basic institutions should be strengthened in every possible way for the long
pull ahead.

BTit the evidence is conclusive that the overlapping, duplication, and waqte
Is of such ma-nitude in and among the military services as to make possible
enormous savings, with no loss of efficiency or military effectiveness, and thus
release funds badly needed for t he objectives listed above.

Pr.qentlv. the stock funds for essentiallv common supply items in the four
services (Army, Navy. Air Force. and ftarines) have an unallotted cash re-
serve of $45..30.000: cnsh of X1.870,500.000 and inventories of $8,103.000.000
or a total of $10.01.800.000. This total, large though It is, Is only a fractional
part of the total personal property Inventories in the services. Competent
tostimnonv before conuressionnl committees points to the long sunplv in many of
tbeqp Itpmc, to their duplication and triplication in the separate depot systems
embh1.ncno million of snvare feet of valnuble, snane.

Tho ei-rrent s-rnlus nrnnertv disnosnl program which involves an estimated
$2 billion annually, plainly shows that there is not integration among the serv-
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I-es as to procurement, storage, utilization, or disposal of the numerous items.
On the contrary, the daily'lists of proposed purchases and sales which come to
my attention show the evident need for common control and management of
these common items.

I should appreciate learning of any plans underway which are designed to
carry out the full intent of the O'Mahoney amendment.

It is my purpose to furnish copies of this letter and your reply to Members of
the Congress in both Houses who are intimately concerned with this matter, and
to keep the public advised.

Sincerely yours,
JoiuN W. McCoInMACK.

Tim WHITE HOUSE,
Wa8hington, February 19, 1948.

Hon. JEROME C. HUNSAKER,
0hairntan, Nationol Advisory Committee for Aeronautics,
Washington, D.C.

My DHAlt MR. IIUNSAKER: I have today signed HI.R. 1366, which has been
passed by the Congress to facilitate procurement of supplies and services by
the Departments of the Army, the Navy, and the Air Force, the Coast Guard,
and the National Advisory Committee for Aeronautics, and for other purposes.

11.11. 1366 replaces a series of intricate and sometimes conflicting regulations
which have impaired the efficient operations of procurement officers in the mili-
tary agencies, the Coast Guard and the National Advisory Committee for
Aeronautics. I know that under your administration the new act will make
possible more efficient and systematic procurement.

The act states the basic policies of the Government with respect to procure-
ment by the armed service. It declares that a fair proportion of all procure-
ment shall be placed with small business concerns. It also states that all pur-
chases and contracts for supplies and services shall be made by advertising,
except under circumstance specified in the act where exceptions to the general
policy may be made.

This bill grants unprecedented freedom from specific procurement restrictions
during peacetime. That freedom is given to permit the flexibility and latitude
needed in present-day national defense activities. The basic need, however,
remains to assure favorable price and adequate service to the Government. To
the degree that restrictions have been diminished, therefore, responsibility upon
the Defense Establishment has been increased. There fs danger that the natural
desire for flexibility and speed In procurement will lead to excessive placement
of contracts by negotiation and undue reliance upon large concerns, and this
must not occur.

For those reasons, I am asking you to specify detailed standards tp guide your
procurement officers concerning the placing of business with small concerns and
the circumstances under which they may waive the general policy of advertis-
ing for bids. It is of great importance in procurement matters to establish
standards and definitions to guide all personnel who have authority to place
contracts. Otherwise, differences in interpretation and policies may result in
imprudent contracts and give rise to doubts about the wisdom of this new pro-
curement system.

As soon as practicable, I would appreciate a report from you concerning your
general plans for implementing this act. I am also asking you to report an-
nually, as of the end of each fiscal year, the total value of contracts negotiated
under the individual paragraphs of section 2(c), and the total value of contracts
placed with small business concerns during the year.

Sincerely yours, HARRY TRUMAN.

HOUSa Or IIEPREBENTATIVES FLooR DEBATE ON THE MCCORMACIK-CunTis AMEND-
MENT TO THE DEFENSE REORGANIZATION AcT or 1958

Mr. VrNsoiv. Mr. Chairman, will the gentleman yield?
Mr. MCCORMACKC. I yield to the gentleman from Georgia.
Mr. Vrisox. The distinguished gentleman gave the gentleman from Texas

[Mr. Kildayl and me and others the privilege of examining this amendment.
We have examined it and know exactly what it means. Its purpose is to bring
about a more unified and economical procurement of items which are com-

W7777-71
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Retoae, I I llitc 11: ' gl ut A011I'lllt 1 1t1111 Nll114hUIVII IIAORA 111114 141 141 It, III(T(Ilrlt 1y Whiten

11141 w119113 iiro (o r mAI Pd 1 11 1 143' Fs I fIi 111011 , I 't'lfili fily 11ii 11 Ar(.legly bili li
IA aaitiei itIIt IiI I liIIIhI II. willI goi 11 f#,iig wily fI Nil i'dl u'ttiirilig (Il it eIotldl-

t r I Aitii ii ri(lii P 14tlelil wYid ' illtill' g(4111,1,114 l d~lI I19 $tV ', N4 il t~~

til riiiI Irllax N Ii Vt' 11t'it I vt o tu19.' 111 eilly (otily iii f191'lo (It t e tply, Ih fi le~'r

tj.ilt' llll 49V 'l li lI1491111 wiltt l wt' l ili g 411 11S3' 1lifil nt 144i' r,4 w e tillfew
lug lei It ,elil111ly 1141141114, t te1i li'iiit'i fo ( i it till (ifols II ii Illo4ov r ll
11 h'.l~l 1~u wtiNI ilr. lt 14,111 v t l ti -4 ,eiliy everyt l'i'144'1 Inoil li I luuete restpwovs,

gIit1111i 111( iitopl liit iLit', liif lse ll U lfie fli' Itl-ole t iflel dil lttielhuif*Iil t. 1 (Iit
titll 11I11 ( 14 I F 9!VE't'1149 l'''IJI l/. Moo 3 slt lit 11111 tw Li fillst b(ng f e whihs 1woud
filtt'e'tIe (li a tit, l InNS 01llfl b'ilN if alilololl by ltho(9 tleraoligfe yosts' t toi n iuI$er
In 11114111~ ~1 1x1. It114gtl ufm k-r 1'e n illf 1 fio ll (ofie I w ul Ik o oli o tth i
tl ti'. iiit ii A11 1 I N VI I li 1 1 1141 t tt filil #tI il woe em ilii~ut ~eit lit o e111eIi retOMP o Ie t

gre'n I li v ii ('11 'ti0elol l Is(llo bigll i .1.111 V I I 111# le 1 11glllIh m gc n
111-1,. 1 111( ert t)( 1I. 1.414 ulsu'ns Ifto Iiljttplild111111fo pwhft'g stlug ScoW g hofoou

ti '.l 14I )vutO cx, llm itigll it',1 for 111 11111144m 11111llr4 elell i I 1 4Pfl ,X)~ r
Ary uli-,tV.ills.I lt eifeltY eit.l %VI golellgiliIdlk to (.Oet(ltlt tipl outing ott that

Mevtt'.Ilii1 1le4 1 wiKI i5lmt, I etn liyVt f11glooit old ave sg,piye
frirele wlyl tii eiitl miig ( iul~eit, very1911 thng, i su hn Ils 1 s xten

All', VN 14t)NlM I. it' , (Jl 1 (Iile llm flute 11 l 11on Iut whicht Itofo eo ei#
Nh'. Dvmtieuxu, Al rigt, 'ldI. i liei., fl
If 4.1 VISIIN Iillltl ilt agelyteill noing to Cotfrol1,1 tlroyl. goingou t theod

bhtich iii flu A i'iigei II, utemo or (Jt iitopOtleilowfti r'n that1e exreary o

I l'.1t V INlee ilT'. fintI-M , i l thea 114) ill~ijf l 14,ttstsreeel it
All'. AI(J,'IIMtAerc. I Vflicn, (1I4'nt.
ir yINSO Ia tieti utaaean twue Jilendmolt (rtip eerlrAei. , n ter

Mrs. (3li UiIIii. I I henk (.te genttlOean for yileldinrg to nile tit thIs tirre. There Is
nlo iineniiwit whichl will njore c'ut to the heaort of education andl waxte In mill.
tary hiroQirtnlentst than the onie that the1( gentlenitan linm offered. If anyone tins
not lionle lrea'dly (dlstl1llweloet about the Inefficiency and exlravagane(e irn Ov-
ernmetat, they shituld go Into jiroeurement ietlitist of the urrmd w.ervices, cannedA
by multiple purchatilig anit dulIclatIon. In theme Muilt two Congresse following
my )ttidy 11 im sitmembher of the GIovernment Olperations Committee, I have In-
trodluced 1)1111 to remcedy thIm mitunltion. ThIm amendment may do more to produce
livIng to the taxpayer than any other part of the bill.

There are two things I want to say. In the first place, T wish to call atten-
tion to the words In the gentleman's amendment, that "when the Secretary
of Defense shall (leem It advantageous," and then only, shall he so act. This
allows a great deal of latitude, because the Secretary would have It within big
discretion and power to determine what steps he could consider advantageous.
Secondly, It so happens that lat year I took occasion to visit one agency which
has so operated. It Is the Military Subsistence Supply Agency In Chicago.
Glen. Hf. It. McKenzie of that agency has been doing the food procurement for
all branches of the service and doing It with economy and with benefit to the
service. Certainly I would say that this Is a good example of what could be done
if the gentleman's amendment Is accepted by the House. I do not think that



Its i't'iieiitn call Ili OVVIeNtIIIIltt'd. Wto liavo Waliod 8 year for mel'i plirvliinlg
by Minll ligt'lly, 1114 IN horowlih po'iilttrli.

Mr. iWitY. Air. VCiiali-MR1, Will till) 9011(t0l1111 YlOil?
Air. NICNIINIAUK. I yield.
Mr'. lbtlky. Wi'lillut, speaking ito Illa mllisltin or111H iillill'it, T 41to m.t Ili.

hlove I ilts Well eionarilied YeIt exactly What. It does. 11'1Hiartiiii or 41141 'tii goom
t) tilt malijorl fililltl)11 oif till) I )(11irt illitit ofoiint'. Major ftl(iet bu (,-li

illwl'lilllult, saIys that you oililllt, (!ill it lllttel, i aljor' faileto 11' If t, 1110F4 to) (II
wilth~ sulillie, I tdt not. tinkii tat lit i 100 propelliy e~xplinedl. Ift ll11t iilill-
nwiat varries, and the Armty, Naivy, Air, or Muarino inayri tbmIs it alijor fatilon

britig abluit tilliq I'tfol'll or tfuvlits 111g) NvIthiollt anly -oillideit'i ll or t (ollgreMl,
01terwise, If It. Is at mlajor' fial'tion, It woldl halvo to) voi to (iongrumn. 1II1l8

Mr. Challiman, it farther exphlinall 111, I litivo tit rolued t11ill ionIltililt to
MR. 125-11 tilt) l)epartillelit lot Dool'i1t loi'Iillati oll hill, a11 foiloW4:

"A\t page' 5. aftorii lt: 1, IIl'lt Ill following
'4) Whienever tilte Hetrettiry of I eeno dottirilliies It. will b114 IllilgeoiN

to tilt) Govel'illt ill tl'irm of ('tYottilviitkmH1, elltily, or llilvnIey3, Ito WIii
provide for tit(' v'll'lyillg out of a1n1y sulliy or sl'rvice neitvity commIJIonito lilorO
thaont m10 military de'partmen'lt by., in lglo Ilgeney or sie'll otlior oriCiftitloilill

nlottt li olnilered it "imJor eonlliltillt funlction" Witihintile Ilieflllii1g of tmil)"etloil
(0) above.'"

111tt'me'lbor sut4'ilg s1huletionm1 (4) mi1d1 (5) its Almll onm i Mja C) mid11 M()."
Tilo pulwRme of thin amillielt Is to) obitalin grealter Offeelt inl'i'4s, eelonohilly,

Those activities are% caulluollly knlown'i as stililort lttiu'itile or llolilhiiutt
net ivittesq.

It shollid hle borne II ail f1111tlint when'f tilt% Nnlollnl Security Act of 1947 was
bitllg 4-Oulderlt'l't1 tilte irololellts of a steparate Air lForve ilanlred thle Congress
thait thdere Was 110 InltentionI of ostnbiishIiig ildlitiollil M supply 11111 seru'il' lie-
ttvitieq for tilt, no'w Air ll'eeltl l)Oaint .l alld that -mell upr w4l~I i vliele prne-

yt'Ol'1. Trilt% Ro-elleld Eil'llenho'l'l-Spiltz ilgroenits to iilImlment til(* Hevnl'lrty
Alt miV'lisioil4 tilt' proposition thait supip~ly nild servie ne(ti)'itil'5 ftir tile nlow
dll0itmenlt woldl ('0111 front till Armily. M1)l'Sltt thle Inltent of Ill' liw and11
the Mienilower-Spaatz agrt'cnlent. thle Air Pore piroceedlled with ill1 liti't to
oistlihl its owni-,tipply' a111 support acetivities. W~torts should hilve been iimde
at this timep to Integralte tile supply3 1111( service systems of the( Armny 111d tile
Navy. Tilt' Blonner mOlllllittt' lin 11)51 anl 1952 inventigated this division at
gro'at length 01)1 found thint till Air- Force was (,-Stnli)iisiiflng dep'lotsn 111 other
service facilities tili over tile world at a tremendous dlicatloil and triplication
In expense.

It wili ble recliled thait Genel l Esciiowt'r, ii Se'ptemblier 1052, In a Speech
at Bialtimore plrotestedl at great iellgtll at tile expense andl extravalgance tilft
had been built lIlto tile% till-el departments contrahry to tlit express p~roises to
the 0ongres. The general also stated tihat ie( wan going to take vigorous action
to stop thin needless waste. Unfortunately. ll lio haot done no and tile r-tt
ganixation bill which hie sent to Conlgress failed to take into consieration the
supply and service activities.

These activities Include procurement, warehouning. distribution, caitaloging,
and other supply activities, suI-luct dispo~sal, financlil management, budgeting,
dis-bursina. recounting. aind so forth, medical and hospital services. trannsnorta-
tion-aind. spa, and air-intellence. legal. public rllimll, recruiting. intlitilrV
pollee. training, liaison activities,. and so forthl, and use an estimated 0636
percent of the military budget.

It lit als estimated that procurement activities alone utilize 150 percent of the
bnd'et.

Intensive investlgations by the Donner committee, Riellimon committee,
Harden committee, II6bert committee. 3olinwon committee, and otlber 11ame
showrn conclusively the extent of ovelilapplug, duplication, and waste In the
supply and service activities In the( four military service and tile many corps,
bureaus, and commands.
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lInv£ittory of $27 lillloi lnI--Sivid~ your 19-1h. A reonott t'ogaort by Ite Momin (Jove
01-11111411i1; Ofitildi 1,lo11 (h1IitiI tIItelu nhiowli that 01 Itlho ~ *yt4it InivoiitRorien of
tis i4orivt £14 of .1mm :S0, 1115'7, %VIrt' Iii EJxeng49 of $6.1 T1litI'iti, J'Ttn" WitH Weei

ttit'Iitoty trjIorteil III IlHtetl yottt' 1JOIN. 1?irtlieoreo tile maia report Mill1.
elitetcuhatt, the4 %worldw~vde, Jeriisild property iivonIAry of Cito utilitary mervicess
wiun $1 17 blion hs (ifS .1 huh 11(5, IS1157.

Ali lititli (or' tite HItIt)iO-Yit4,i iuvetttorkii howD that ntteh (if the DElock
111 1)10i ic f' tit() 1401Vh'ON IN InII(WNjNM esliotoito, TJhas oxem £SCNnuik# rimt Into
thi il hut 110#4Of (1o1h1Mlitrn urmit,'ot 1)11 im ore'4 to iiit£~hirot Hrhtiin flo yVear up-t
It'oxiitit1teiy $511 lithlteiti wvi-'ll or perlaztsa priftLt'Sy litHmell 11ll iictjilidtil co,5 '(tt.
8111o fitll or' tl t fim voittoi' 1#4 riot, unfiloi' titor v'i onl rot there Ili co'ehtI ii s proof
thitl otto teorvico Hlilly ho rnuyS g fiho mnflti itomit tbist another In4 deeli.rinig fexceii
iad stlhig for f S'ow 'ottii oil ouSn dollar r.

Homel proglHi him bteftt nutido Ili thle lanE 2 years. Ii oelalitilitg teinglo infin-
ngesiN li In to j )uI'titfit1411 of t)(oetttso for if few entegorleii; (of c"ommton mntillcte At
thte jiIoH('ti I lim folii vole (gorelif49--tiat itly1 etothi I tiu allo, HithiotltItncO, pttiIeiitii,
nulettieol NHtpjihlf-H -hity Ntaoon Itieltuded Ili tho tengle-isi auger nymts-ttifl IHowever,
onily .57,000) itiui ow. or it p09494 ,1150 ,00),1 Itesnin covered Ity file catalog teymt'i
hafve te'ett ttet(ldI li 1.lio1 ,4itglo-jiiuagor pr'ograim. l'Iwh obvionmty u'ouututoti
typo IS 10111H4 90 ge101- 104%O&H phiotogt'iplie Ic uppi ta', Pleetrousle littim, enigltierting
e(illpiot, 11i1ttil otiitlitt('itl tol4 11 Ejuitjitt. listvi fE iot; beent bioliglt Ito tile Mingle-
nuut utitger uHyfitflttt

lWhones Io teotlied (0'Mioey atmendmnt wam eioinetod lit 1052 It watH thin In-
tientloti of theo (.oaigrexes thast itin iItt(grt~tt'( 1teitply 11Y141,0m1 be( dP(l0Ja'I l d White
af gooid ntit tm maiitsde Ili lf952 It iNetto IFg notedl SinS Ii mnthlje(5iut, yeusrio the suet
wa t ii to94 to(taslty IgnlIoed itnid ptrogim towart nil ehliiet!y, Et"onoiny, find effec-
tivelpPNii Ii iliy 1111tutget etItvlthoiWm n rgely Ignorti',teh

Thiue iitmettdint. wliieh I Suave offered today Iticludi-m itot only nutrply aetivitee
Wilet fit it 5iott~N t it this piteititlon of tile O'mslhonloy slitliitnettt, but al540 tnltielff
all other mertviC(' ntt ltvie.

111tw utntctttliitt Im tiot Intestded to nudvoento any partlelar typo of o)rgnira.
tton, either (etttrati'ed ot* ne'etttraiizedl ;It merely provides for ianximim flex-
ilttttty no, thnS thle Hec'etutry of lDofenno Ii empoweredl to provide, after thorough
uitutdy, thle, he4E pnosblo typo of Opersation for supply nnd torvtee fiutettonoi tle.
pending upon their nature. Betrtivnee fin to bo thle key Ii making the deter-
mlnatiotin wt i econtomiy sfind effieleitey very Itmportant bImt wneoiirry eonniltera-
tions.

The Intignuge i It Itended to permit thle Reeretary, that to;. to permit one
Depairtment, to operate for tile benefit. of nil If this; Im cotiltfhCTd ndvionebie am In
the present oluttttton with the Armiy huindlittg 'hiernien illi] blological funetionn
for the D~epartmnent of D~efense. TUnder the languinge It MIght be ronnlered
advlfnablo that the Secretary have a joint aittM represent the TDeptwtment before
regulatory bodtca on transportation matters or utility services grenerally. Sneh
aiCtIVItiesR as wenpans evnluntlon could he hnndlled n now SIt thle omfee of the
Secretary of D~efense. I shall repent thant thle fact and circttmntane"e with re-
spoet to the lndlvldunl supply and servIee actIvity should govern and that tile
amendment S not Intended to established it fxed pattern.

It would hie mny opinion tHant In the, unIfled coimmands there would he n high
degree of contnoll(lntlon and ntnldziftlon of supplies, equipment. forms. pro-
rediareR, regulations, and slo forth, In order to have maximum flexibility to pro-
vide for free exchange between the commands and to save onl staff, transporta-
tion facllitles aind so forth.

In order that there will be no confusilon the amendment specifically states
that supply and service actIvitles, nhnll not be considered as being major eom-
batant functions within the terms of the bill.

I am contIdent that the enactment of thIs amendment will provide the flexi-
bility needed to ineet the fluid conditions that face us today and will Olto make
possible savings which will run Into large sums of money which can more
proftably be spent on productive military functions and upon such activities
as school facilities, medical improvement, conservation of natural resources,
reclamantion programs, highways, and so forth.

(Mr. McCormack asked and was given permission to revise and extend his
remarks.)
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Mr 14' I 144411414(4 Mr4I'4I4( 4 414444' I 3' so i I II 1411'l I Ie i iliwilditii' M1-i4 4 ,il
It% my4 11'1 '411llmvlt. eo1 tiu 444 111441 111 Iill'l Imle fir4 III(%til 11411111o l' i In it i'4'iul.1

Inttt 114 ti u'i, tu vo lsii''i 11111111,V t'(41'''('1 11 I (110 gV11'iI 11114 fl1'44 tl1 44'4446 11,
I 141ow tie 1111. k1'(4 141teve141 In4 IN 1 H ld 41C 44111 Iiir4'y441(4 III4(44 F41 FlililY

AVRI1 644 P ll 1 111404 144'll' 01' 1114 1441414444 I 1 141 tt In Me1 (10611 441'r M'(1111,0 i'111111ii

voillil1l14444'44 On44 il1- (4141 411 Or OW I11044 11o 0114t 1 VI I'll. ilt ('141 1114 41' I 144 Huh
Mink1411(4( wtill wo were1 holi' A 11- I llll 41 1( 11441 8:11 '44114644 41411 (141414 14141 111411li

''llo l''414441144b' Of my ti uw I wi1141 to ltVolo( it) wVllii I r(I %V'46 ti 144 14'4'644j4 111(611
InIotooyl 1'~4~ 1 141d 414't'(41(l4'4tt' 14(44 (lIt 11 o'JI1iii (111 \0t'i'I %'44 4440 v4641 1,11 14Il
tdo3 lit't'44ti' lt.

Mr 4. 111144114444, d444144g t il' 8311 'a4414401414, 1IM 44 111'4111(1' Ofl 11111 ItO14114 1 41114.
1111 (t'j e 4 till~ (114orill1'441 ()14(1011 (4414, IItt41 443 jIll p 'ivi('gil14 to 4t( A IIIM i'k i fi 44114 illlt

~41b'4'4444I I il 4NI 111(443 01101-11110144M. (W 4(if il(ii 444I4.144' 141 111'II(I 10 I Whh1 11444C
eomn1111itteo illi'1 '1 4416114(1ot (''itel 44t0('tI(I l ogoIl 4411 14 lit 111d11411111tt 4 111 Il M(111
tic 4111 I1'3' re'('14it-1 4111 ide41(4lo1'l014444(444 I'll~ 444ook1.

Tlth' 2111 lri 11'444loh,1(1 t"'l~i ol C ticill, Voi'04444411 (6 414 ii.111111 4tii'44i'iIU 4411 144414,
will t% 414 mt llcvoO4 1414 Nil. 20I14, 83d Ctresti44. (14144t'( AuIgmi~l 4I, lION 1, 414414 %vrlt
till% a114 44 romill41 tic11111t1 doll'l s146 i 414413.

1111' A'lt1111tI(1(4' tle l4t 44 41444(44 i1 tic '444446414 1444414mllilll (4'11hi1, If11'14411v(s4'4i
wo'6i414 st141 114411110 11111%,edi(lt4('M tic' (14(4 npIrtmew4 i 14(r4 44'1)46r(6414( l ri-mitiltk imil1
(lI'veloollentIII A Mi14(er pll41 14t (4444 4'(4j4(44 (to (14(4 1

1
41lgnis1 %1114 (14(4 1141o44114441

t% 6'6(4'144IMI rol'( 'll 11t g~ll (114't('I 13 tIlolal t4'4444ilt,6 4111,'' or(41' I(-11 li'N' t'' 43 I
Iliefllue, 11he resu41l( (if wl11 \V011111 110, t o 4I411i to4 (11144%4(6114u91-111 4441(1146 11411144444(4.)
dollullitled lit 1146' 1'1I114I44IVi a144d o'1ort t I t(4 i of it 0((44 (11'(14( 4 114111114444(6141.

It 1N 411st4 mat (1f314g to) 4441, 4144( 1 11111 cetain 4414 14 41it'tv 44('1111'4'14 of1 (1ill kill1).
k'1111114t t'' whio lallol'(d dIpc1g'(I till (444141 141tll 4(13' (144'1g (14(6 8:111 I '(1141''1IM, 1(4)4 IlVt)
Int ightit Iist114 (tl f11ltlI Illo 01 (i hoia' to6'4444(4(4 It) 14'1411V6 (1146 44(it'
dit11''i4l Anti.. high1 Stains41 Ho6 0411411411 (1) 114114 114)4 44114111

"We" 4141 '6441141 (141' rvl'I'l4V1 find( de(l(''(11144(ivl f'iicti(444or (41 144 1)(1i'I44-t.
nion1411 141 04'tlo'l to lmlako' (ho' 14(414 uso of ourit '44 lvti' mod41 t('(144(41lglitl rt'.

'1The 1'rivddlt further'1 41ddoil 114411 the N('(''('(14'3 of1 Delh' ( 1414(4414 1114v voi' ((44

And1( NAUIR1 An1d1 t1141 11ie 14111t. have1' (4411 114(1401'i13 to I"4'1ve444 1444'4V1441' 144441(0

Th'1e 4'omini'ttoo till Ari'41h St'V1t''1 of (14t" 1140118(4 144 11144411((g 11(4414(4 bIt4'4(4t
"N1'% t,405 to MR'411113 11. 12141, solid( tilt,, proposed1(4t 1('441414(1u4 iw44Idek for
111ftelllg de'f'nse( lx\s'44rll an11d e44g144l144ig unidert (4441 re(4p1444414141( (1111(4144 wtIllie4
Ix"N'l' to stop uniu1'4(4141441 dup 11Iliati(on, speed1 141 1 e(444 lit l wor~tk an444 e411141114to

Tlt% -Al inimittt sa.4i*1(ld t of i)'64s Itt to14'((1'41'1'141141' 1111 1e l'(' 11t'4111C
ari nd tilrillg by v"osting Its ovrall11 direction and4( control lit (140 Slcretalry of
Defense'

Tihe exeelitivo branch of Goverlnmenlt 4111 tlhe Con4ittep oi4 Arined Servites
art, to be onnmondo'1 for tilt* effort t14at tlts~ beei 4444(1 to '1441141141 n1 (4(44)Fi14tt(I
pw-grani of rot'xxnr4h anld d1'e10j14141'4t (1444t m4o0st cetain114ly will1 v'hid Increa~sed
rosults, in pre.ent levels of operation 4144d open4 1141 witIy for ac~compl41ihm4ents lil
many new santi different directions.

Appro"vaI of this legislationl will brig 11nto ('Ift\t a1 num~b(r of 1140 re'01441104(141
tiots cooncrning ropeareh an4d development inrde by our c0444t44littee 41 3'arm ago.

c<,rtainlyv It 441101111 mea(n11 more completed coordlina~tionl In nil of ouir research
and developmtiet p~rogramls, which, In tu~rn, w1'ill have4 aI ighly cont'illtit'0 of-
fee-t in the eliminating of duplication ant he tr'inllilg away of waste.

Another important and vital factor wvili be tile tlciiev'14101t of the(- reduction
In ieadtime In our various sClntiflC projects. We nil aire cogu11'ini4t, I am
sure, of the necessity of bringing tile greatest speedi possible to o1ur 4444413
proieets by shortening the time between origilnation of nit 1(1ea* for a weapon t9
the development and production of that weaplon. Tills will be acom puishe
thrortgb this legislation without damage to 5CiCeltifC enrdeavor by tile elilil-
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H(Il l'Ia or u! lid iil' (Irn'iiio r i ll 493 14 VIli 11 119 Illli'l 114 II tfj' i41 'S

I V 14'- I Jil iti ll 1111i4i f or It'll , Elf 199' ll'4'2i'' li d 91( 449VI'J(Iilii , loogIifi (l l w ih 111ii01
4111ip I I Ii 141101111:1 1lii4. II 4'944'4t.I lt'U 141111111 11 IlVI' fll)i 11J9JI'(9VIII lf, 11114 C0(9 1494 ,
it %%,11 111111 l'('9'H'it 1 9i (1(9 d Ve'149i1livi0 I, al W i l(94, 'w'ill 11mi49inil l1911 9'loi1l (0I

Onr'tt He411.1hit I 1 111911 i401l1111(-11('1 43 g I lie ill 1491.11olIII uflol( oo lf
'he i'nvm l'4In-nui4illI I lii Nti oni~l i w 141i1 111 '9'e nlil'g t i ( .i4!(fil. Jr1f1 1 9149i

liiVt lt11 '~1 il1(1 lit (J111ll 1(9ll9944' Ftl toIi 149Ii't1111 ie , degrel 1 4k wil

t11. 111K tit.1111 111(9' III fitt'99ill".III old14 Ii ~t I huue i lll fii t~ l51 Ii 1 1 iig Iferit.milig

1 44111 -( ,(II ' flf lit'ly V!I I ijeil1114I Ji 1911 0I~ Wi lte 411 2 lll(H Mysel, 194 If 91 9 , till
fitll 4ill,' o 1 '1 J11191 ' Jim f'ilt ( It'l Ihe I1,4 114lh 11 i i''l 1 oier '194!

T oim~t 4 4ilpi 944411 t lll me 114 Itlly tillPvii' n1 fetee Ism 9J9 19emoy l id wve toi-i
141Ili J l w 14' l ol -giV4 l 111194l (I fi9ll yI i. ilslm 1411)IHlfei, 1111 w e~ , w
0111111 ~vII11do 4'f f ie Pufdi' avl i i'd 94l'. oeI'itig i 04111 o n n 191t l'gt slu h Im, chatig , I isso

101,y it it 110t I1111 4 1 I 'Ptu lt ~ t'l it,'iI9 Jvog Iitt liIll'941 fly ifjrijt ii rg Ioon.li thi'nug .,will
Ilo. it ) 9i1ll 4'l(91l14jol 19Ioe i I 11(fif 411 ' eIh w l i h i'

II ilII H~ 1 11)(10 i4i 141 i ti ~ tre' ftiiti l''olnj hill with Ibe lo J~(V 11111 1(,ilr
ri(lstla jlihIEo 'i''4 1141il ofu ye.4 'I,-1li I rut HII.r~ 41511' IICIII- 14,llyJI Is' 1111 119
1lt 141 1 41ii 1144 Ofv It prol ide 1141W '. ~ l' il i 'ill lfe y ovJ II (4 11 'ltolig ri foi ny oI 1''Ir,

kiuld' 14110m.1i I4 i'el I ill I -Ilvo siI' ot i ios IhioigV'rh h o D lofts rmi the, C'fS i'tgr iithe
(49If'4'9 4 (10113(IlhI.4101' mlgid'441 l hoimmyf 111941 1194.elgrum i ti~~dj

Wh'Jo IV 'i''411h'IiJ.'19 (i' 10114I.11y Iii 19 Jl. ~r'4' v lIn 111 i'ieirl'ii', .o
%JVP W4(i''ll 3'll I fI I l ll uii 1 ('1 filtojil(. J h 1 41994lol of9 tiil I'IRifpIrt. to wll)~ 111(t

111"1 1i1114 11' (H IP0 ilil1041f ly I flil'tl) P iX rlke11 o l (Ju ('111t w VrIM I ulit 4)
fisk 1119 144'll Ill 14. IIIl(Vw v 4 fiiiin490',19t wil 31,. 3lcl froi wik I I t l9 llTtitir
J110 V4IR14 141 IJTH (('11 4)1 wil t il II'.i ifde191 A9 mltol u"re ti will9 bor iS lthoifti 14
170 lit-111 i 1 4(1 i4 IIl'I 11'1 11V.T 11d

t11'. I III, 1
11h A4ilC''l. Ieltili (1((9 th 1ltl (,trfv,( inImo l~

fifi '.l (11109494 1o 11151i I lie T h I rt o o r io.-ilmfi.y wilft t t
mlt. iiogut. for' tomorri whiiim iiivu olo Vll~ ot lio teoI redwlf nhlinh('T

Iraond 1 *t14 il %,i~l Mi l l %%,I! a( flit) t('x ~lr oy rfolr N li oot e 119 po -t

' oI'lie' IM 4 fill e l~ iJrtt o n ig.4mo Igl m i .

All'. (i:I(OHi. All. C~slsI ntie tourstrike of te lasndnt wofrd byiti to
gent l('otut, lmfons i Mo9rom 'Iolits r ir. [~r.~ck AhCIs the emlItihis of (he rsil

Ifoid-rol xIhierefl of I le ominttee (l Asserstnnt Opertlri-s orv lixit since t

thl' 82(1 9AM It (b004 110t

CMr.in [Ill'.,I11111 line condutedffi I1KXelt~eInetgto fth foto h
Au'~Al' Chloi'1cljI oe to st pIson rcrmn rike oippl tystem f(pir commonr ofie

wh'h 9SfI MiptIotht tlIm f11(indltenit offered by te Airntorema frmi ythe Mamy-his~
Thed nhImm ol suhr mitt odetend lialy rsInur tit his onintm.yr'd

within theA1131 United Sttesan at( oere oflitry Ialle~ndment off pilb e
901111or 1 17 1 (Wi1iQIIC whih was o[r fielmiig-that the propnaon separte mdfrol-
eaionuu ofuplply syserft for the Airi~ r For eprtmmontse wiem wasn wholly~n and
esth r2d and etresneywstfl
ApT , 92 he subecn ommittee of then Whledaass thenteCmiepo Exedu" n e -

Crollon (Br.1 flonr til erd 1053 Many ofe emberstio Of the B er ofut-

CmTee onere sucomnitee cnt redingappritIo ns. ina, Iyself, ofred n



tlon ofthe (i't tti N Wwerei provided frt e'fibililt a isi3tltet All' ireo i't'O~ ply)
"y"ft'tt rose vonnuilolt lst' itemtlt4 Aft or debittv, lit whIel tIti Appmt'ojitlutIitmi Mliii.
cotitlilt Ie Wo'0t111,11tit1 opqtost ill Ito itttetitioitt, til at teller V(1tt1 flt ttaitilu't wits
itiopt il by it iito oft 81 -12.

i84ttbtullit'mtly, Wt thoe at'etiotit ill 11 hi' 1 bil it ltig goet'ril I prtils~4iotts, I qll1'Ii
111toit' nitdtttt dt'slgiu't to) prhlinilt. fit, Alir itorev fromt wstitil Ishitilt if moit.
ratll i'Supptly ilytyseIt Tfor 4cittuttiotk I Itts ltiltt tte followitig Itni1gi ugo -

llftvA. (1361. Noit ii; oftht (tit~ llt'rolt itrh apropriate'd sitil. bit timed'i to)l' xilt ld
theo poit ititol, flit'llif ios, of- oitt'i fllism of' ( i lit, t aimil 4ir flht, Air l'oti'. to
o'tttllsb or tutultitilil it optittilto i ytlttn NPt jttovtillig sttt'l tpliloH id iwtrvh'ee
1tiNer Wt'ti' fl'tthlud to (hbo t'ii t't ivtt of fhet Ale' l(orev Ity% flw 1 toliurlm tntlt0' flhit)
Armtty lit-'btr tto August 1. 10Mti."

1'111ttotlutt WO It 11td Ilby thle et-ittiItie o'y 11 'ofto oir 13- 4 toST. 11ut1 re.
u1taiile lit the bill1 ptttssoulby fluilottsi'g.

itlVAltit~g ot's it Ill Ishituotut. by fit% Ai It'lvie of lit (twit mtipdy sylul 1.11 firm i'i o 111
ilisti tti Iititily stilll It fr'om Atmty it('N

by tilei' o, tn il itelltttt lipprtlel(l WN u)Tfet'ell iiy f ilt, Ht'ttitf ot' t'i-oIIt WVyonul 1g
NMi . U Iihoty1 wllI'll t eff'et: ordered flu' Speeory of D efeitso to hme

diri''t ve's pttevitlitg tmut'eessitty dup11let a o1 iililuly i'ri've rm.t 'ollittioti 1180

NIIltt1 1 h11t1 oi't'teuvl it1t11 Owii I hoist' Ititd ut'w it'ltttlttgly 11tiolol. l11nt, Insmlett
oit rIgily dottylig ftttilmIl t lt% Alt' P01-4- ito Net ti1) 11s OWIt 141111tlY NsYstemll 111
0* NIitloty h i tttttitttbst t'ltte ill ti( i''tef it iy of 1)t'eitso tot i'e-olitullm bet hat
olti le.

Thte* M8t4,rolfmy of D)ft-nse tit lit NuO Issitt tirtee thiu to) supply of
eomt it tlttu11-' itettta4 111tilt) i llititt- mutltcommilt eo or if N stit-smors heold lio-
111IN wlith t'e.Sltet tq) fthto tlit'ettives.

~tttlisetqtetttly. 'Mtr. ('hittirutau, tit,, Ilotov(r iotutisiloit ottiu extenfive flu-
plivatio tid toet'tppiutt lit thlt Ltipply mieut for tcttititof-tttte Items 11n tle
itillitory doptirfttntst fitnd stongly urged thtat mixelt, dutlk'at ion attd wavte be
ellilnotetl

Mr'. Chlmirtutn, T know of tno revelt. inquiry Ity fitty conitftee of (Nougresio to
t'statillshi thte Atittttou ttN of today withI respect to thle Air Force ttjtply mysteim.
111mvevet'. littorittatloit tins couto to) iy at tetntion ittdictttg thtat, nttitwitltst~td'
lng fte clear v'ieui of the tComgress, the directives of the( Reer'tary of Defens,
the qtroing reeonttnendltins of the Hoover Coitnilsloits, the Air Force doggedly
a1111 111llhteodetlly )taq pro'ee'dedl with ItN orlgltitil progrit and, bty and liirg%
has established. Its ownt systeint of qutpply for conioit-ute Itemts. Titus, Mr.
Clitiritin, 1 woleoittio the Wfort of the itiiority leader to write Itotile IDefenlse
Iltrgatlyatoit Act language to reassert the policy oif the Congress with respect
to- tiupiating i41ply systemsq I hope his itinettdtent will Ito adopted.

Frankly, however, I question whetiter the language IN tight enough to accom*
146,11 the ol'jeetive we till Ita1ve lit ind. Unless titere Is it sicere and abiding
desi1re to avidt duplication Ii whoever nity lie the Secretatty of D~efense and his

noi at nd mtinless there iN contanit viullanee oin the part of thle committees
o-f the Cotigresqs. I fear that tlte- mIlitary offielals will go liheitd Ill their own sweet
way to estatblish attd 111itli their separate, indepetdett-T might ahtiost; say
wouereign-emnpres of bureaucracy with their wasteful duplication of services
4t1td 'supply.

I expressed this tiolut of view In an exchange of correspondence with the
majority leader, a copy of which I insert at this point In my remarks:

CONGRESS OF THE UNITED STATES,
HOUSE OF REPRESENTATIVES,

OrrICa. OF THlE MAJORITY LEADER,
May 14, 1958.

l1on. GOROaE MEIAnER,
House rif Representatives.

Dr-kt CFoitor: For your Interest and Information I am enclosing a copy of a
letter I have addressed to the Honorable Carl Vinson concerning the military
reorganization bill.

Sincerely yours,
JomwN.



IMPACT Or, leF,;I)NN' M VIt0CIJtI,Ml 1NT 441

* (,ONORtVAn o 1'11 VINITVD HTA'IM,
"110111 J OF;U U 1PHR915PIIE -ATORS#,

OFFICECE Op 'rili, MAJORaITY JKADJU,
Al a 13, 1058.

I llli. (CAIII, INHOlN,
(Ihaf5 lti ll, A rt'lltil Se er itce; IO illit l €ce ,
IIosfis of h'c-prevnilltilve.

IDEAN (IAIII,i fuller referei'io to my hktter of May I, 105,8, I have lnd
(l'lmlo to llmesimi tlho very iIlorilint nlii4ry 'eoorgimizatlUn oiill with la nlia-

lura ofJIelPI(,1 III both blalneueos amd bot~h oides (if Cho aisle paertflinry with re-
Hl'('t to Ilo li v(ed to fi'tlliti to Iiiipriioeilt, of tie lno tteloinlulitalt supply and
8,4'lv v', ll(.l Ivi4 H w hIiI ind l11111lK Ile di' ilm lIg el;I..

I roillIzo 1i1ht, It. I dflhllit to provide for it tuIforo lati torn of operation for
thl(.se thing finlix lft 5olio', like Ih, sulply single laniagers, mnaly lend theil-
NPlvoN to ii ottrally, ope'ratIhn aind others ilo not. F'or this reason I would
AliggOst ht ht tit (')i illllttet', lit the proper place or places In the bill, insert soni
ih'xlbl 111lugungo along tlil following lines:

"Notwithstandng fllyn olher provisions of law, tho Secretnry oft ]efenmo iay
prove for carrying outt, 1iny suply or service activity (olilon to nore than
0|10 Inllury depart elllt by II single' ii oncy or combination (of ngenlems where
1h0 dett rnilni, after (onsultation willh the Hecrontlvri of tho military depart-
nlelltm cOcll3(,lle{, that to do mo will bo dllyintatgoont to tle (tovernnient In
trlnis of (e('OOInly, (lflicilon;y, and effectiveness."

HIncerely yours,
JOHN W. MCCOIIMA(K.

CONOiIHS OF TIM1 TINITO STATH,
Io]Ss OF HP-JeGmHyNTA'TIVIAd,

Mall 15, 1058.
11on. JOHN W I M eCCoM5Ao0,
Member of Vonfiress,
Tho I]apitol, Vashlngton, D.A.

DI;AIR JOIN: 'l'llankt for your note of Ay 14 and tile copy of your letter of
May 1:3 to Congressnlmin Vlnson.

I read your suggested amendment with Interest flnd agree with Its objective.
My only question Is whether or not It is strong enough..-

You nmay recall that I offered an anlendmnent In the early 1950's to prevent
the Air Force front setting up a third supply system for common-use items It
had liven receiving front the Army supply system. This amendment, which was
righl find enforclble, was adopted by the House, but in the Senate an alternative
ilrposal by Seintor O'Mahoney resulted In Instructing the Secrt~tary of )e-fense to accomlish this objective. I have discovered more or less by accident In
connection with other overseas Inquiries that the O'Mahoney approach was un-
successful ii preventing the Air Force from setting up a third supply system
for couion-use items. This, of course, Is In direct violation of the announced
purpose of the Congress and was possible only because of a soft approach.

I should be very happy to work with you in getting something written into
the iw which will prevent effectively unnecessary duplication and waste in the
SUply system, particularly of common-use Items.

Sincerely,
GEORE EADES.

Mr. Chairman, It Is my hope that If the amendment of the gentleman from
Massachusetts becomes law, the appropriate committees of the Congress,
especially the Armed Services Committee, the Appropriations Committee, and the
the Governmient Operations Committee, will maintain a constant, running Inquiry
into the extent of the obedience by the military officials to the clear will of Con-
gress as expressed in the amendment of the gentleman from Melssachusetts and
as maintained by the Congress for the past 8 years. Without such vigilance by
Congressional committees I am afraid the language offered by the gentleman from
M1assachusetts will become a noble but Ineffective gesture.

The CHAIRMAN. The question is on the amendment offered by the gentleman
front Massachusetts.

The ameudaient was agreed to.

IM ...=-- 7 ., ...
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TMhe CTAIRMAN, I 1so 118k uliItalI10l11u ('()111SPt, to havo ilset'led ill
thli record th state exit of the U.S. Chtllbel of Coillnie'ce, which woe
forwarded to 1ite.

(''he statiemet, referred to follows:)

STATEMI.NT HIV CUAMIIIi1 01" COhIsir5i, olr rino I)Nriii) S'rArAH

'l'iio Clolotber of CoUmeree of the lalted Sifnles IIIreelltes the opportunllty
to present Is revoninendtatlhon will regard to wlht. (lialraimn I)ioigla Ihit do.
scribed as thp "adminlustrallvo and legilallve actions that aro deemed nvve.
sary and desirable to bring about. lmprovmient In military sitmply andtil tervlLe
Fly'elnI aind provedhlres.

t '

Ai Mr. I)ongtns Indicated i hIs October 2 ltletr to lPresdent Irwh 1). (inlmanhi,
the national choitlber lati taken alS active Interest In thlx mibject ntimtter for a
Inther of years and fvoma time to tinle i1 Ntshliltte( ruiollillendat olls to th
conltttees of Congress vlth respect thereto. ''liese actions Included thstnltony
or statenivtIelt It support of-

(a) The National Sceurlty Act of 11)17 and lihe 1941) amendment,
(b) '1'li O'Mlthonoy-l)ouglas amendment to ite 1153 1 let'ense Appropria.

tion Act, Iit which Congress directed that thle military s111plY ystenat be
int grated.

(e) The major recoininondationm of the Fi0r.t and Second Hoover Coinlnle.
slons, part iularly thle 1955 report on business organizations of ttO I ert.
Illent of I )ofentse.
(d) The 1958 Defetllse lleorganizatlon Act, iartle'l rly the so-called Me.

Cormack aniendluent. relating to supplies end services cOllnoil to oiore then
one n1lltory depa'tillent.

Tile elatiber I aware of tile efforts made during tile last few years to Improve
the organization and management of the 1)efense l)cpartmuat's non(onalbat. stuip
port-typie actIvities. We have !i tlind suich thhgs as-

(a) colpetion of the Identitication phase of the supply catalog program.
(b) Standardization of thousands of IteIs In tile Miliitary H1)pl)ly In.

vent ory.
(e) 'rho streamined organisation and procedures for surplus property

disposal.
(d) Substantlal reduclions In the nillitnry deilartlnent Inventories.
(e) listablishment of tile Arned Forces Supply Support Center.
(7) Consolidation of inspection and test faellitIes.
(gi) More effective utilization of competitive negotiation and the so-called

wcaponsII system concept of lrocurenent.
(h) 'rhe single manager colnlodlity asslglllnlellts.

The Depalrtment of I)efense, anid Assistant Secretary (,Supply and Loglltls)
Perkins Mcuire li particular, are to be coninended for these and other actions
In the direction of a truly Integrated military supply system.

But despite the conscientious efforts of Mr. McGuire and ninny of his n.so*
elates, the progress to date, when compared with the magnitude of the problem
and the billions of dollars Involved, hrs been woefully Inadequate. This is due,
In part, to factors outside the control of the Department of Defense. Bt It Is
due. primarily. to the continuing reluctance of Defense ilfllcymkflers and those
who administer the multi-blillion-dollar program to Insist that space age security
reluirenets take precedence over cherished but costly traditions, and to take
the difficult but necessary actions that will result in long-overdue attainment of
a truly unified Military Establishment.

The national clamber has been and remains particularly concerned about five
major problem areas:

1.The Defense Department's failure to utilize the 1058 Defense Reorganiz.
tion Act-particularly the McCornmck amnendlment-fas a means of aclieving Ia-
proved organization and management of the Department's noncombat support-
type activities.

2. The continued operation of nearly 2,000 military-commercial-industrial
type activities, most of whlieh provide or produce products and services tlat are
readily available at reasonable prices from privately owned taxpaying enter-
prises.

3. Major deficiencies In the Armed Services Procurement Act of 1947, whibc
regulates, In broad terms, the manner In which approximately 24 billion pro-
curement dollars are spent annually.
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,I. P13(9 eVPer-I Il(Tl'('ll I Iig MilI'I o ry )III I3 Io o III II It141111ve press I Ires to aill tizI (Wlef'I09
f(01111 'M' fol' MOVietot 111111 ( .11110(Ill(( l (ij('3lvi' living no i'elliol la iljp it) inliltiry
rellill I-'3I(Ili9..

A.i r Wori'9, In111sI Etl (II' 1 tI Il I ) De ilI OPI iv i ' Ir 8gl''314- 1 pl ' (f Ihle IE'sIilrn 1lge-

3II9'III of1 I lw III'votliol , Ii tong fimio i i nes, I 3(in4. 13'gI o it, I tImee: iono,1(

TIIE II1959 D(13;IVNHE 119l0l9(ANIZ/ATiJON AUl'

As I llo ('l111iii observed if,('''(( Ii ts 31(3 I'I 1(8,I9,4 its iony onf fit ie 198 1 ri se(II(
lt9'I'IgdIllll foi'/ l (( I te oinly nilnjI(r d9lel'('iiy fit I 11( r(orgiml i Ion legislat3iIon

I9'('diill 11vl( , le d 1,3' l y I 11'(HI 11l 141111 44 I 11 ii I JP('n('e i Mal N~9( I ( 19(11(11111 II i forl (Jlell tori

h-l(9(V(3 ll lg1e3' (ii I('I(5iil 1i1'ii l ii 3 I( i, 1'(VN ril e er ( ii 303 andr traiing.1

mu topol of il! i'h'erl iie Mc IfI)edo' 10c Jmiviii49 on ppl tor or(i'Vi('9 d 101114.g

lIonle oneli alo e 9111 tIeul'3 ii 119 ('ill (t9 iny aIhIy or(9 mrviel' connm 1.1 m9( O or .9n toge
III.0(1(3(9(if to' 'I'l t(19 9( ( ('(111.13' ( r emoving1(11 (39 f 1lly l geinejit Jf tl('9 ig 0 Ole9.

111114'dIh ori I ( igIt(.s -e9ilgryi tof1(1 '' li-ent rInog o l ijll rm -lefleln
8 VI iiilly I D 11111 '3'(i IlE III-ill ui t 111(9 i99' l I499(3310 ln iv, 11( m8(d(l1r II ( 11 (iih.

I((1 11 vl, (if I 1y1II ('(t 'i'1400119( 'i5(3n19I(, 11 11(1 ~ here I hf' (ell rl lIlret3 14OCT99I-

hut('X'(' of , I- l 'o 511 (113'l In I. eol' i orl( li'(3' 6epauif i v )('I''11o( effor'5li''1 t.119 I'5 g et'f
lu, I I('It il III (('( (3(9n ,fill cosi 191ly i '(5 4 9'(11411199 i orgim ilo i iiigsien problems ii'

IVotoIO 'n 11(1 III(Irf (t'''114e0114(after Ow'iI(i I.l Neelin a w,' (93 th f 1119'tir f13 14'11(fe

(13('Ill, 131frll 111 le I f 1( .'3 4l'e(1 4'I )elf led vo 49113131m remove of l3'9 t he( I 1( detir((i'/91 5 ( men-

'il19 1r n f3l u '133. Mi o s fill,( 111111 te p nso 51011999f1 If' (if (111 fe or l t. aff.I~
111f lu~e (ce illO r 133'i((I19lilt ri. mrv,119' orI(1 jv I 13 (1114earch'( I t iier 119
9119' tiIIItr 1111'4 (iP I f( 31l 1 1 10 lug (' lin 11(1314 1 or(11( 1to l 1119' .A Il i o 5i'l iz fol ofe
1oll 111('3'41't loll of dere('i3 prv114lllf 14111 hove(11111 s31(59'I '4 l l o f Ihfen (I1991 ly f (9151e
!(t 114143(('14 Eto 5 ('9r11',11 1311 I i1114, 9(33(1 14if-l91 9'4 ('(9111 1 III(m oil IJIl('J3 I 91 i Q4l i In-

91 10 .4W ltI 'I(I ljl (3' I lIid o 11 1159 1110111 11113'of IIIIrI f-'n r I('53 t o-

The3131(934 't't3('14('en, 11 'l 9'91331r(' sil Il'n14 b i'l wr f f(lntlH rilt tie while

(qu. 9'lII(1. SO'f'hs 111(''141431 1'3'll re'.'('Ell('119 ('(015ii3 w rfItsQ Ow( In 119' e u~'-ne h of fil

:1]o9( if1 X i('3991 II 3i '' 1 1 f i'0ll t i (l 1(9 919(5 1951 and( so13111111e eon335(lu ll e , rs Itie r 1139311-
dolls. 1(1 1I 1(194013'l r9'llill(1 ti'(1111' Isi, ti'llit i le 9'('rll (r' of D9'felso en 1 or- Jl0'

g139111 ('4, 11 Th m- 139' J~'3 Tl(ifri (1151stflr rig 1111(1 9'XC'141V( o'if jtii s tai fj er 171 ii
(1ll (f 5Ii3lillI1 Ow9 sipl l3'19 fonions wigoitnn mbsienumiTeny rthesame Tor tO'(1rl'
fltilfls.'1lv f lr 3- and 1-y5 toverhea (if t sIirety vif forit~'r th''5 ey pror'I'neetn
levelg111(i~ of .epllIntuv. fill-(Q3f p oso' A pI(oprlnfin min uintree rthrve (115C05('

Ill. 1139' I(I311 1(1115'o 114 1Q5 than u yearn
Sill''noe lost~elo reaed folm whrIleb the iStlaen of mpiIary ,, persone

toill nipot-t3'lont ta ca1l witnde r cases nhorgd, lti kefi'uet ly olIthner
TIititts tihs nvpobleen on andi stheffn top exoh in ralmon (ver ofsort-mip
oiittyw~r otniy of grcmatspo y e aimpotnDeest l Dprtienve forle d~iry
111(10 televide or3 ailnceti htou114 rac of dth or reso wy thoermnav
f9qsililnrilnf Bu~lt a Iint anl reAproprton Commliteehnsurve in the reIs

Deifvn~son diectits 1al5ohiiilifor curtaelingIteo repsrtmestioatedionrthpebasiseo
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1404.'ilrt. O oll t vVnIIII fi It o n III i 111i'IOll11141lllIV11. '~ifoc tt

T0his 11144'"Aol 1401Ilioi "liu' tll lt Itil I M) (of l4' llA 1no dojlolll lo t lyvl
billI. Ioii ilt o1' IId Wit4onholt foill nv I'~ldhor 17 11IT2,lil wol 11) I) lill

lo~vtit lv l. ,~ O ui tils ollivll n Iw " (il to~ h eir 11 -11111 io'111 1 wound 1, 4114141 tile

1114oll 14'111 10oM ulo t~l 114. ro1d I IIIonn' All-lnil i k41 gol dlIng lilt 1''ld
11,11\4, I i~ tit' 11 I1 ' ti, bewI 1'14441 lNo41'v i ll iii 1I 1'lI 11, w4114'1 DOD1 I Mt .0

illi 1 44X 11 w4' i4'111'tA (1441g 01'tid 4!4 Iv il ('11,l 11 ii141,11111 f tv ~ ~ t St tl111 t1 lluoiy on III

114 1t~41 "'l' tho 1lvRt11114 t lit- I'l lln tV i ll4' l or4' 141111141 1 1 DOD 11i1-41il;i .
tiv %lt th 4 1 1111114tI o~1"y M'4 1111 "1 'I ll tvlt fouir~ 1141 1 ir41 I ii'll vl~u'li 1111 il
1114 0v lo 0l4 4 Of~ An I ll 4 11 10 114' ife.l'4' 111',t' 4)1'I )4d'oll 0, Dl) ilviti g (llt(4'I l444)1144t14
o'o m4'1etv 1 kidoum'llt it, loll01tl ' l 0' 11j411 I or1V'l t~lllI4 iO ll le'1111114,110 (1)14.

It l4~441 I 1144441 4l'l 11 114'4111 tit Hi 11111 0III I o uuh 11111 4 1 -1 114)11 l erltil dIU
1111'14441 444ttlo ' o1 Ilt l .111 V t i 1,lIl I' MS 4'lllI l'411 i411114 l It I tl S1. t 11 11 0 iti tli i 1141113
ti l t iph tle t it 041 411 'A'III 04l 1Or 4 1iol Ill 14IO llilto llo etI'41,IiY(1e

Ixo o4 ti1441t %1111 11 lvill I -tl )1um 'iI ll4')v4ll 1t' 41114'1 lit'-''11111 w'illI l'1044 41 11111 442'vel
f4ur'011', 4244111114ll' ll," 1111 11, Io t'i ovili 4 4't'1 w ithel, It i 114' 4 11 )1444 11be Hint

4)1' 144 1144444 Ito44 w.ikit 1t 4 )11'1'alt ll 114114 4.'414111.'t M '1hlt( th )e 11 A l o n Ill ilel' . l.
tollo 1111 Ilsl0t1ll114 llt$tll1 vi'l'41ii1 1114' 4 ' Il, of ('4I lgl44 14 I1 It(%~ ill n
titl4va 14 S 141lo As44 i44m1i4'i41'4 to 4 Ow Nolill 4111)4k ht111o who 111111 hoi'iuu reno Ile1
(tp 'M l4leli llk 1 1111 I it I tlll)of' tis 10$41 44.Itli4 fCo(14.' ilo.(11 ill ~ fn4

AfIor 4111 v t104.4o t1l11110l-t (il 8111111.4 1111144 1$ ~~mleoos4ury d nillo t 111 o 14) 1111

Unry iol'ol(IMIM 00-oi rlo AIEIllA 11114'l11111.1y fitIl 1 Nl(t Aol' hi-M4114rglltli

tht, l444l4 ti fl ly4~ 44' 14'1041014144 1111eollloxty 41'41 lllivt. ll' j rolle
k44lot lilt% IMI'4ll 11. t'llo l il1is1t o il P1 41 1411,I lWONIIIg of1114.1 llIltV '144

0I- ftit 4V31 111wr'..441 110lo I 4ll g 1111A1 4?41 44ol 'l424'8 1'I'O4''Il 1 ivll I"it, re-)11
till Iils1 14Illat44 til , IA )4. Ort 1'4111o.'itol 14$1114t4) ofvi11114)ll'11ctlI im of11II.11 Ofve

~1. M lloy C, US , iiiii J l .,iel'il"I, 11&'11.ilt.v Will ht Ill t '114 (I Xid t'lite

"1%ed ~ ~ r44oil 41 l 1ofln'11414111tll 11r40111t'11014 tlo oll1 )4 IllIi4)11iIt
ticIh 1 411. 41so ~ 111 011 o4I11141l s 01ro4' 111'.') 4. tr 'll e lc tioi V11111 1 )11 ii i'ill4.l
iio's 1111 ' 1 111-A 44 4.14114 4111 171411141 t% I 'l O O CO11glt4 t it ! l 4111t 'OiltN Ill-t
(Al0~w5T %i t ilst wo it' 111iltli~l~ as f i lt l 1111ti 4) ill h in11'14 114ii'(lil ft Mo Illi ,i

tIleauiks ille , 11111.%i1141%iitoill. 0141 l el orni cl )ili 111t. Th4veis 11'i(1 ougof11
of raol (IouIN-rlullhl g, ssittelos li tulit I froieia tSil lil ts 1 ot0 1( beenIlO4

Min 111t14 mtl cOfultiltio14gifo ni thi pIoi'ai of~ eopl'en.' ilifineoti

a111\11 dellt.ml wIs i eat pro curelit 114 ail uness-ltlie ofne o 1atio util(ie
Ao t t ie itlv wasi enacdotedi tilt Armed o Se rvices Proemen At oft 1947 wa

anl exceS rll o lttt8. AM itras adequate notntii we began to concentratin on
theproureen oflo fatastic pceag weapons aioben weaponsd yten. Jothn

ho ece IAVtlepont wher th0 l telf isua ronributn trounneceairydelays
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i.411 14t, It ()VOV14tI'ONBIJ life time1 OIf forilill advertisedu jpi(10Ii1('fleiit, wiltiob 154

11151 jijrojsrlillei for' Iilyllig ltli1'0)X lililttelY 85~ Pillelit ofI tile goolsd find ,services
rillitoil by tIll' Aisisd Voro54.
Hevolilly, premei'it prioved 11 i('i4-l fll tliI slot i'(eitil rOH-flOliflPltly Ii5'11P1 tit(e

frulNt ili tilig, t liii1-O-i!J14iilillllg aid eii '(itly dlailys Iii theill' ltut loe mill eva lmittiiii
fir 111115, II~ lienigot lsios ofi coiitrsii'tiiii teiis, 1114 il e review fu11( f'ipproVillj of Coll-

MIii iI1i154 If (il ff411l ii0 t'Il Ili (''iIN tl i(i'441i 115y4
F'uitIjI, lilt%1 iiiiiiemn f15ir~i i (f ill, I so ieif I lll (11(4 fo inItull sittca II ziffi In-

or oua' ~lNit 1111IN 15411i'4i 01,1(14 iHild i4 VI1'14 11143CioiV-h',yi il1s(ii(O~~'44 (i0n114
t l(lrilill , illi 1041 1111i('li ir fill file 0 11w d'lcoessot 11( peilit(5 fill (Y isllt o

lloIl'l I'05 ll jIII flli(' (11111111 m Y10154si ll(iliusiiefficiency 1111154 11l'oil li, ('iijsiie.1

fly OIf I ii1l1l(III~III euilt I'(1(1(114, 1111(1 Overly rOstivilt5 thli (hi-lgaltioni (if wiitsoity'
i11(troiol"0511 is1 (3 toe Colil (1 (JIom to isle itOelitilcail (ilmo('im4(11.

DiViriI- l11st1 %V01- Nilel11M le1d otli Itisly ')1, 1059, tesitlinony before it Hennto Arissid
Hervlise 1roostieit Hiliosssilleto. We blie ei It would:

1. t o(IiOt 151(154. (if tile! SerolIus deficineIIs nsoteds above11 find wold c'larify
11111113' IIIOV 114101114 Oif tile00.i~

2. 110('I) 1415001 till tile delPolpmenit and5( iIodiitlij1 of cotispiex weall"
Nost it grlilf (li111l. Il'itlH11, but (00rf iily so01110

Hl. ProvIie grettlo' flexill Ify-1 tillt 1Is, flexibility to adim1t to U-h11t(v( r
metho IId ofC jproluiremeilit iniiy lie 51011MUSHry t') 01)111111 t015-fillilIlty, 1OUt Cost
g(IM5 111(41 H400I-Vc( , 4 1ii Hli1il1loint (11iilt1 w04~heni fsid where neededC~.

41, i'orinlt greater eooiiy andi 0eI nei(s(y fis till, orgiiotlonI1 find( man51-
figoiiiiil Ior (leolle proilleli0515(II

Hossnl oilt loss of H. WO illlii e 11jlJsil out thIast mst of the policies till(] proce-
(1550011 pridedi~ frI fiit(,e lill fire flow1 hfiing fol lowedl ; tist tile bill, If ellacte,
roiil Ily would 5i( ilistisge I ii 5gm nitloll, 540 why both les' with It.

Till chninbiIer bii(V054 t i(! looJ licOm find( Jsi-(cedisse goveinig fil sexpendi~if fire
(or 214 lu11ll (55Jsocilii1f(let dolars55 ii iiil ly isold~ bei Juriiin(slit to ni thiei expcliei I

-~i 111 o Oigrlo554(silI gil11i 115('54, 115 540t forth Ili tile 11w of thse Ia 15(-rnther
11111511 Iiiei thesis lillil, a15 theiy tire n5(w Ili large ineami41re, uipons adi~is~ItratLive
4((.105'si1 lisltltilil 11Hty prjii('lltIi I IijsjsiJ1lltO(l III tI-10VCI I)t'fCl9 I)epirtssscrst p0/Il.
til(iI, who1( 51re very3 (!olitleotlit hlst W1io8C sIVeoisgO te(uIis' Of Oill(- 1s 10414 thani

Iti'tiuii leaiving t11154 s4ubject, tle chambeuir would lke to commeflnet. briefly onl
14o1'0rl I Imi54I facts ii lotit 5mili1ta ry pirocuiromnt thsiit aire wvidely 5iimunJdelrmtooil.
Th'Iese fire SI followw:

I. Whel tile criter-it emm5eint1i for its ime are pI'oment, formasl advertising IN
the Isemt. irocirieiit miethod to 11im0, but thieme criteria are not prsrCent In the
vaist maijority of tisrrcsit and1( foreeonlie psroculremient traiSUtiotl.9

2. Th'Ie time1 (If ne'gotisatedl procuremlent does not wnean the asence of com-
pet ition. Ohl the contrary, uslomt negotited procuremniit 1IN highly competitive.

3 CompetItloni, insofar 1114 formal adivertising Is con(cernedl, mains price only,
butl Is(liie procuroeent of major weaoi11--Jnio5t of whith 11has to be onl the basis
or ('(lsiji)(4itive tiegt IIIt loii-ieil g, equity, performance, delivery date, etc., are
(11155ly imp jortainst (compeittivye factors4.

4. Although the typeoOf weap~ons5 we are buying and the method of procurement
thalt they necessiltate 1110111 1110t prime contracts go to a relatively smaller num-
ber of comspailes, this (1oom riot uusisri, as hass b~eer(arged, that those coinpanles
receive the same proportion of the dlollars Involved. For example, 70 percent of
the dollars originally easrmarked for expenidituire on the F-108 and Bl-70 pro-
grisnis wosuld hasve gone to companies other than North American Aviation, the
primeo contractor. In fix4cal 1958, 53 cents4 of every defense contract dollar re-
celved by the General Electric Co. was passed along to 17,000 subcontractors
anri15p1lier5-90 percent of whom were classified as514small hui~se.Duinz
calendar 19.58, total military procurement outlays were $23.7 billion, of which
small buRinesses received $7.1 billion. Four billion of the latter figure wag In
prime contract awards; 3 billion In the form of subcontracts with 291 large
primes.

DEFENSE DOLLARS FOR SOOTAL-ECONOUIO PURPOSES

The House Appropriations Committee report on the 1959 Defense Department
budget Included the following qbservation: "We should never lose sight of the
fact that the Bole basic purpose'lof defense appropriations) Is to provide for the
military requirements of the Nation."

IMPACT UP DIrVFN1*; PI10CUII8MVNT



4146

IltI.l t 1111114 ivollIidit by tlii iii1ilmii I ii iiiim, following it highly critliul1
Soetenlihet' 111)18 l ot'll by t'orir Depojuty AN~mittil ut )cl'ciim Hiserei ry ( Niipply
An miI ogils ) I 'edt I11 till' iiimlcd (I ho. fitn''.' two' now on Ilic Nlitil bookom 34
liw" il lell (181-i1111lN"11 it it ud114o of gliliellit's (Homo ci' I I41111 cotilttctitng) 11114l
l'gi rtNi riciouN t111 ho ivory miilit ry vo'iliiteiatlg ottleci' lilli limbidu by beofoo It()
01Mi awArd, or eT'VOnIlilli11 Iho liwli i'i, oif eactI voltilet.

''hese int'tlntilt, t)036 NV'lIt~i-i iottley id 19)31 1)0 vls-11inion Act , fa, r Nih 10
for dil~rt mo 'esit rt'n, conserve ervill 'ai iti'ilmI, ti. In 114ddit1iou, ti(I'e iir 1111111 ly
oxo't ive order aot rogulifftimu Immued by otho be' xevtivo detcir iimetits thau.

111111 o smhl retivitroi'ml m ON111011111l~l gi'Ogriiiitili' i 415111011i (Of Vccii a'aItH, 114om-
4tlsi'r mltlim I touI tou I'Intoyitlt'ait, 1114 tilltn egrallom of euma'u'eit, jrovuriacilt With ii)1g.
ralulgi tIdImtr~iei muobliimuit Ion plalul.

An tnitdli loisls, it rol~til ioi bli good l V1114 (111h 1iiil for IiiIiiilg 511111
'4u1,h oblject lvi's luto Noa'1)1 airy tiri')lromii , prov'('N. Bu~t Ilie iteei'umulittivo
result Of fli'etlct--iin lllilllr of N4110'lW [Uql I'cnilit 14 IN to 1400011141y liii in1Por
iltitory lmlig mid0 t(hi'o1 imogi'iii'it; ofi t'lt ritN ill fiur'ther lH'i4isllmo c0 ost

oft olir defonsi' irogl'ilim.
il011 h llSt1-1 t1WItit iolIN Of thIN prlobtlm Is till etutri'tt aid lon Ofl liii Do.i

ftoll for ftl illior 4ogegulltm Of t1 01(11'01141 11111itliIry, lii'NIMltt W~i l'I11iagN by

I a 1t'los mo t i tli' .nIolIl ul't P oil it D'i' iii' i 11i ily iI 1'i '0ii 1111 1410 to st't'k n
"wt'' ild ive r or Wls-im Inf'ilomiy trl .tiri igi tlei'iimlit. 11 or till) niermift

ipi)try.r vothe" nThlllirythriei muvnt tiIll 'illNor dtotm iiei it hu fytetor

Timl t111"t 111110illtltlrth li rst flnt,41011y litillilm lngdit "4111matoa sekitl

dtwt'londet brndo regrlshHled i di'inst lilrilmli Io 101oItolfluon f(11or i 0'tvi tyl
thtt'trle. Tilt ali toll boonrt iti Ilctd wIth ul 11)59si t t'eclmilaleili thetwoaa

(lutjo til lit fhe~~i lilt'nff l't'idustii hlllr ill.th u iliut wthd'ew dthdtill flitv4
iterVO fl)t Aer )ime eolhidiItill) Asof unittl lrolt)e t'il'l ud 11)111mAuler 11111

f11t', pof til wmt'W odedi)) ltirit y r('t$01 ilesli by tillto ri'siitr stIl Wnit po-

Theomi Cosdgt.Wl ~irvdilIl'fr itWlthi O lllit~

The t'hxlntb' IO W igestill foitlol firs lint Iht i't'lud t hig odof3 u1loi'ii" l ind
111051 ilefeut, fund r -p tel l'13', l'eri Id uld theel'hi)111111 o111 lil'iei')''uea

devlop-tott aiiill'3 re 1'nivil'5 til defit'il illoriito Into1 it-tlmlorietv
1. egois Those rtntieiins were lt ouro~ ith158 mlj''li'90s'.mmitii

Of th (lt'rl t'sttil t'ho n wt'oreltll'3 wofm 111111 step1. 111 tilt,- r'ih't S ill 3ill'

thell w titl vohit'hltlil'tolllit'nOllill111 ofhln, iti mI (itlitil iee or miid0'
tic,- l of hend strling lli hoityl' reletiayilvPrmdet411 vs ob

.4por.ix Veto l tili lllltry t'rih'fs.nsl of til tlrt lit'l' 11111men oifl ('01141--pls
Thoiisbu ldt\is t'opprolllit f11 Pdit form li~t which tt'l' fubm0Pi Ito 1g01
Tilt ni ef t ill i't'ii lt', m ito li(thgrse tmel't. Ip rp-hl

4.InilAlefet tc i'it defm cosntrolt ond er tl pei 11111 Ito l'3'.wil
Theus-t it(%re1lt allpl'oillive s1) sysell Ilo nrt3 oIlll o till't I(-iil

1. IN, nvo rivaly las ii rest igled f ou diltuly bclvvttil fr(~q.lllt~f
*2f vario s tr -t t ho,11 s)1'iigV tlnl5. ofl lll t'C ilid,'sll, till'] fil-d (.1111.t's wt it do

1hdsu. Thit tefrom thil equfact tiplo 'Oc llt ieri n of11 lltf'l Optlln'ito lil It OIvi
funds t md stniiigil ittitS Whr)itf'lstle lot nlootlt.011 iei

:1. eetVest tilv gei'rol milttiy iefsO eahP eigal-e to ightICP war1ol ijtrlf. TpiS
WI' si hav e-il liofle d ptcae pweorgaiztonrt if 1958 311111 trl lt'

4.fns Resleah n Engx~ie eing-rcent eah o t il servie o eeop31(

o ircinto thelpisronnoris ap lonso dIgnedrtit fto" moneyliI Sllta oe iith

thobec~nemltr betives. Tav rnril ils, inac r brings abp ougt 11 Nvieslf. '[,]Msti
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lifi19, fr i 04i'f 11111 iap.we'r Ito do9 miuch i%','k . mid ro'sutIi I miti w'ccsiu ry tripliitn-

Its i f I'II e Iji i ulit 04on1 fit-0 1111 1t11 gf-OilI IY. i 1-11 P d 111-1 Itl eigus IPM.i h

In k(' l w 119111~i iiiN~' not progm tip'l I(v iti 1991114otiio, o
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1 want. 1 o to tilnk eagaintf the. VArmy vy and A mnForetheirtvery

effiiet ork.,
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othole Geon nc eral of MiUitary Prmtate8,adSupy"wllb
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Is IF% Mt. PIWM- LS VguttOu, 1100111114 Iot1m.. Is ooi111i1i 1u fit lll WI lill 4.1
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AMr. filly Wierd whom will bce on clotnhl to thce committee will be helping with this
work.

Sincerely yours,
PAur. IL. DivoiLAS.

Mr. IPAIWver D. CANUIAM,
Priet, U.S. 0/tutuber of Commerce,
lVaciscihtpon, I).U.

I)MI hill. CANHIAM: L~ater this fail the Joint Committee on the Econcmic
Report, of which I am the chnIrman, plans to take a broad look at the Imnpact
of the Oovornecnt'c supply and service programs upon the national eeooomy.
Ono of the most Important facets of the Investigation will Involve mnfitazy
procurement, transportation, storage, surplus disposal, and other supply mian-
agement activities. We will wish to consider the manner In which theme activ1-
ties are conducted. That Is to say, by negotiation, competitive bids, coat-"b
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contracts, -etc. We wfl also be interested in, the progress made and planned as
to implementation of existing legislation particularly the. McCormack amend-
ment of 1958 to the National Security Act.

Since the chamber of commerce has taken an active interest in this subject
matter and has from time to time made recommendations to the committees of
Congress with respect thereto, I shall greatly appreciate it if you will review
the matter and be in a position to suggest to the committee any administrative
and legislative actions which you deem necessary and desirable to bring about
improvements In the supply and service systems and procedures.

We may hold hearings later on this subject.
Mr. Ray Ward who will be (,n detail to the committee will be in charge of

this work. b

Sincerely yours,
PAUL 11. DoUGLAS.

[Excerpts from certain General Accounting. Office Reports during 1958 and 1959]

PROCUREMENT DEFICIENCIES

B-118778 February 14,1058
Examination of Insurance on Government-Owned Facilities in Possession of

. Chance Vought Aircraft, Inc., Dallas, Tex.
The report pertains, to the requirement of the Department of the Navy that

the contractor carry property damage insurance on Government-owned facilities
although the facilities are used almost exclusively in the performance of Govern-
ment' contracts and subcontracts. This requirement, which has been adopted
pursuant to provisions .of the -armed services procurement regulation, results
in unnecessary costs to the Government through absorption of insurance charges
in prices, to the Government and is inconsistent with the Government's policy
of self-insurance on its properties.

B-132989 February 28, 1958
Review of Requirements Determinations and Related Procurement for J-57

Aircraft Jet Engines in the Department of the Air Force.
Our review of the J-57 engine program disclosed four cases of management

deficiencies involving substantial amounts. When these deficiencies were re-
ported to the Air Force, corrective action was taken, thereby avoiding unneces-
sary expenditures of approximately $16,430,000.

1--182970 March 10, 1958
Review of Procedures for Canceling Production of Excess Aircraft Jet Engines

In the Department of the Air Force.
'We found that substantial amounts Were being spent unnecessarily for con-

tinued production of -47, J-73, and J-65 engines that were no longer required.
These failures to reduce production were caused by inadequate procedures
and by reliance without sufficient review on information furnished by the
contractors.

We reported our findings to responsible Air Force officials and recommended
improvements in Air Force procedures. Additional cancellations of aircraft
engine production were made, resulting In savings of more than $62 million,
as stated in the Comptroller General's annual report for 1955 and 1956. In addi-
tion, Air Force procedures were improved and revised regulations were issued
In August 1957.

Our findings were reported to responsible Air Force officials and 37 additional
J-O5 engines that were still in production were canceled at a saving of about
$1,300,000.
1E-125050 March 13, 1958
Need for Current Cost Data in Negotiations of Defense Contracts.

* Our examinations have shown that the Government frequently was in. an
ionnecessarily disadvantageous.bargaining position in the negotiation of the orig-
inal eontract price and is subsequent repricing since it did not have knowledge
of current cost data known to contractor officials at the time of negotiations.

In contract repricing negotiations, prolonged delays often occur between the
redetermination eitoff point and the time of the actual negotiation of revised
contract prices. These delays are usually attributable to the time needed by 'the
cntractor to assemble the necessary cost data and by the agency to audit dhd
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review the contractor's proposal. During this Interval production is usually
continuing and additiolal cost experience is being gained by the contractor.
Although this additional cost data is available to the contractor, it is not or-
dinarily available to the Government at the time of repricing negotiations.
B-132936 March 19, 1958
Report on Examination of the Negotiation of a Final Price Under Department of

the Air Force Contract AF 33(600)-8743 with McDonnell Aircraft Corp.,
St. Louis, Mo.

The report pertains to the negotiation of contract price after completion of
contract performance and shows that there is a need for measures which will re-
duce to a minimum the inclusion of estimates in the cost data used as a basis for
price negotiations under such circumstances.

B-118762 March 20,1958
Examination of Time and Materials Subcontracting by Chrysler Corp., Detroit,

Mich., Under Department of the Army Contracts.
The report shows that unnecessary cost was incurred by the Government

through the extensive use of time and materials subcontracts without adequate
cost controls. The exigencies of the situation and unique nature of the items
made the use of time and materials subcontracting necessary for initial pro-
curements of parts required by Chrysler Corp. under its prime contracts with
the Army Ordnance Corps. However, the prime contractor continued to award
time and materials subcontracts for the procurement of additional quantities
of the same parts although fixed-pr Ue-lonTfli-ting would apparently have
been practicable and more ecoWoiical. Comments funnIskxd us by Chrysler
Corp. and the Department o tfhe Army show that action has aqn taken to re-
strict the use of time and materials subcontracting and strengthehigontrols over
costs incurredunder thi4ype of contracting.

Since the time and fiaterlIals form of coat actingis. used by the De artments
of the Air Force anyNavy as well ji s-y thfcDepartm eIt of the Army, we are
recommending to th6 Secretary of efenbe that's case e brought to th atten-
tion of appropriate officials of fhse Deprtmens for tbh ir consideration a d re-
view of the ad acy of th-1ir agencies controls.oyer time materials con-
tracting and sub ntracting. Y_ .-/ .

B-138007 May 6, 1958
Report on Exa nation of the Pricing egovated Co itreta Toling $118,7,

000 award d to Cleveland Dies I ng Dliio , General_ otors Cor,
Cleveland, Ohio, by t e eau f ip .Irtmn f-"havy.

The report p esents ou finding t at( e a- e contract prices were re-
gotiated because contracti g official (lid not e a ate consideration to tpe
contractor's co t experien , (2) th ontract -as llowe#d the same rate of
profit on subcontracted maj r com nehta as o' 4te t be mlifiiactured in is
own plant, and 3) excessi e al) wance was le foi overhead lp spare-pj rts
prices. Commen received roth the Deparffeit of th Navy and the contr ttor
on our findings ar recognized in the reporf,-"' 7"

Summary of fin gs: We'broughtouiflnding to the attention of the yepart-
ment of the Navy a General Motlors Corp. and their n ents have ~en rec-
ognized in the report\ On November-.22,_1957, t e contr actor offered refund
of $690,000 to the Nav, in recognition of thfact that profits on t followon
contracts exceeded those anticipated. As at May 8, 1958, the r nd had not
been received but appropriatecontract amendments were belan repared.

B-132942 June 5, 1958
Examination of Subcontracts AwardeltorLambert-Engineering Co., St. Louis,

Mo., by Various Air Force and Navy Prime Contractors.
Prices proposed by the subcontractor were generally accepted by the prime con-

tractors without price or cost analysis or comparison with the subcontractor's
cost experience even though there was no competition because Lambert was the
sole. source of supply. As a result, inadequate recognition was given in the sub-
contract prices to declining costs as production experience was gained and, there-
fore, c'ose pricing was not achieved.

The Air Force has taken action on two of our recommendations aimed at im-
-proving the pricing of subcontracts but difd not concur-with two other recom-
mendations, The Navy furnished us with no evidence of any speciftlactlon hay-

i ,*. ,
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ing been taken to prevent a recurrence of tile undesirable subcontractLing prac-
tices disclosed by our exaiiiiittlon. We believe, therefore, that further consid.
ration should be given to tie need for additional iteasures to imiure that fMir
and reasonable sibcomitraet prices are obtained. The report includes our rec-
omnimendations 1I title matter.

11-118762 July 23, 1958
lxamnImaIio of l)epartment of the Army Contracts and Subcontracts with

liirdsboro Armoreast, life., lirdsboro, 1'a.

6UM MARY IMPORT ON K.XAMINAION o 1)E.I'AUTMENT OF TIE AUMY CONTRArS
AND SUBCONTRAoTs

This sumunary report is furnished to Informi you of the following administrative
weaknesses which were disclosed by our exandiation :

1. Additional cost to tile governmentt resulted from (a) allowing profit to the
subcontractor and prInue contractor on rent paid for the use of Oovernment-
owned facIlities, (b) requiring the contractor to provide Ilnsurance on Govern-
ment-owned. facilities, find (c) not adjusting profit allowances for a reduction In
the scope of the work actually performed.

2. The contractor's fee under a cost-pius-a-fixed-fee contract included clhrges
for Indirect costs, making it difficult to determine wlother regulations llnmitlng
such fees were coalnulied With.

3. The contractor used Governiment-owned facilities for conmnerclal operations
for 2 years without formal contractuil agreement and without paying rent to the
Government.

B-118787 August 29, 1058
Ifxamnination of Subcontracts Awarded to Goodyear Aircraft Corp., Arizona

Division, Litchflehl Park, Ariz., under Department of the Air Force Prime
Contracts.

The report presents our finding that unreasonably high subcontract prices
were negotiated because the latest available cost information was not utilized
ini establishing the prices. A price reduction applicable to these subcontracts
has subsequently been negotiated and the Air Force has taken action to assure
that current actual cost data are given consideration In negotiating prices of
prime contracts and subcontracts.

After we brought to the attention of the parties the excessive price established
for canopy assemblies, a price reduction of $164,920 was negotiated.
B-133056 October 14, 1958
Examination of Subcontracts with the Firestone Tire & Rubber Co., Los Angeles,

Calif., for Aircraft Fuel Cells.
The report discloses that neither the prime contractors nor the Department

of the Air Force have required the subcontractor to furnish evidence of the
reasonableness of proposed prices for aircraft fuel cells, and as a result the
prime contractors have not had sufficient information to use as a basis for
negotiating fair and reasonable prices. For the 3 fiscal years ended October 31,
1956. Firestone earned a profit of about $3 million, 35 percent of cost, on these
fuel cells.

B-133118 November 20, 1958
Review of Selected Activities of the Aviation Segment of the Navy Supply

System.
Our review of the aviation segment of the Navy supply system disclosed that,

because of serious deficiencies In several critical areas, the system does not
adequately meet aircraft spare parts requirements of the fleet and results in
the accumulation of substantial quantities of excess material. For example,
in September 1958, an average of 8 percent of the Navy's operational aircraft
were reported grounded for lack of parts; however, for certain first-line air-
craft, this rate was much higher. Conversely, during fiscal years 1955-58,
excess material valued at approximtaely $823 million was declared excess for
disposal purposes. The Navy estimates that an additional $274 million worth
of aeronautical material will be declared excess In the near future.

Although it has not been possible to identify all the direct causes, we found
a need for (1) improvement of accuracy of requirement computations, (2)
improvement in the accuracy of field reporting of quantities and conditions of
assets on hand, (3) reevaluation of certain aspects of program-life procurement
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IpllcleH, (I) cloer coor(Unation of military services In supply activities, and
(l) HIuiilielultion of the ' pproprihtion structure.

I 1321),5 ])((,alwbr 3, 1058
ihXllllianl olll of )epar lelit of the Army Contract 1)AI-28-017--501-OlI)(P)-

1,I17 WithI A. 0. Smili Corp,, Milwjuke, WVl.

''i,( t',hIJr. (Iimeloes tiit i(gency oflhileai negotiated prices without verifying
c("ut, dult1: wlihl the ,ontractor ftlrilhoed In support of the propIosed prices.
(Inl'4jI('IIn1y, t 11f(11 olloia('llH were lot, aware that the contlralctor bodl adjusted
exi lilived ('0o5. (l1n1.1 upajl)rd to ('orreit (,Mlimited diserepoinele: mid they nlc-
cepld fl t e ' proposed prices, which were excessive. As a result of our bringing
this idilig to the attention of the (ontractilg lgen(cy, the contractor has re,
feuded .$12(I,775 to Itl(, Ariy and we have been advised that our landings would
ble brilighit. t tlle ittitioni of all Ordnuance CorpH instillittions concerned with
pruruv(Ii('Ot.

11-4:,103 Deeelber 8,1958
Exlllniftnlll of ile I'rielng of departmentt of the Air Force Negotiated Contracts

and Sulbvuontractm With Avtron Manufaucturing, Inc., Cleveland, Ohio.
'Tie report d(scloscs that inni.esmiry cOsts were Incurred by the Government

becuso firm tixed-price contracts and subcontrac(ts were awarded without com-
ptit lll belig obhit Ie litedan before utllI(lent cost experience wa s aviIlable. After
we brollglit olr thutllngs to the attention of the contractor, Avtron refunded
V2,10) to the Air Force.

11-133021 December 8, 1058
,Exui uiiitioi of the Prching of I)epartllient of tie Air Force Contract AF

:33(019,0)--295(17 With generall Motors Corp., A.C. Hpark P'lug Division,
Millwalkee, WIs.

'l'lhO rcjITit.1 (ih(ses that unreasonably high prices were negotiated because
the Air Force awarded the contract on a flxed-price basis without requiring the
(onlractor to flrnlish detailed support for the estimated costs Includedi In the
prices proposed )y the contrctor. Tile estimated costs were not a reasonable
buosi for contract pricing because they did not reflect cost reductions which might
be ,xiuc(ted to resullt from purchases in larger quantities. Further, additional
qiunititi,.e were ordered under the contract at prices which did not give effect
to lower, more current, costs of materials.

After we brought our Iindings to the attention ot.the Air Force and the con-
tractor, the latter imade a refund of $750,000 applicable to this contract and the
Air Force issued a directive to contracting officials designed to strengthen pro-
cedures relating to the use of cost data In the negotiation of contract prices.

B-1:33121 December 23, 1958
Review of requirements, Determinations, and Related Procurenient for Ground

Communlcation-Electronic Equipment, Rome Air Force Depot, Department
of tie Air Force.

The Air Force did not have effective program control of ground communi-
cation-electronic equipment or the capability of computing current and vali.
requirements, under the methods of computing requirements in operation at
the time of our review, and the supply system did not have the capability t,
promptly identify and cancel excess equipment on order.

During our review we reported to the Air Force a number of excesses on
contract that bad not been canceled. The Air Force subsequently terminated
orders for equipment with a total contract price of approximately $1,400,000.
A much larger reduction of excesses would have been possible, however, if the
Air Force had acted when the reduced requirements were originally recorded.
B-132936 January 20,1959
Examination of Department of the Navy Contract NOas 53-204 and Lease

Agreement NOy(R)-60218 Negotiated with McDonnell Aircraft Corp., St.
Louls, Mo.

In establishing a firm price for airplanes to be produced under contract
NOas 53-204, Navy contracting officials utilized, without adequate evaluation
or verification, cost data which included duplicate costs and costs not applicable
to the airplanes. The contractor Incurred costs of about $6 million less than
the amount contemplated, of which $2,596,000 could have been recognized by

RI
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1 11i1at I, i 1 I tl4'4 lliI li lii ' i 1101 1( 0 11 ir. If 14 Iff I ~ e'i #'i t I II;,' Ali ta its' e 1tliit1

'I l lPne Ie''11101 aluM111 I fi lealjt ii I" ltal -1 11116tiit eIii ha s110ed byi 14t oflhml~t
eA.' I I lu; IIm 11.1 11Isel, Ii III, A I e lo t-i I l vs n-c eI ll' I o im I I vo I ie po-mi I im, J I'if5 mi~Jl or t Je

amid.'.(I 'l'111la,' Ia- 11 e I-te iet. ri-i, at i~e- I si , m-ta lee f lot, 'l h ot l ri bic e ma #,( it fIIi.

11 l111l Vut Alta-eu 12, 411rdl

IO if 1 fil i l 11ir or~at fliK 1 e t-i. A-Ir 1ot* v e llvi ilit (ielt at Al , W ith1

Alie~et'4 t priev i 4i mit'Ut.Ilii e rso', 11.14 vt- al b#'iatit' life Air 14'#ri-' i(--
('l1l1t'el 11111'4 1lati1 $i aid It IceD fit i-eiei1-11 Illd ff1454 In it).l I~ lot it rteif-o- Ifeltled l it
fir I'll If"4 pil Oli 11u Ifoi. Ant i tt'eidl for om,1 lort-I gitig I his mllIler to, the lit.-
itin ir Ot In' A iore' owei i tl Offs ta- flt' enal rtelo Seti serftimld $1,1113,,
N~O Il flit' A ~l ei o eft, Ili iell lo , seitlo'l' lit.vit ln's'ua fijkfti by fit' Air t ''e Iirii
I~ li'cli I fto l Ji'''a IllIfi flit'Vea tar illig s'-ortr of the' fyji, wlals-hl re-
til11a ll .' l i gatg il lii g fil i xvf1'r(t'ti l ojrlt'' o t ((till t'tt(- A Jt'11f '1 ($)j -4 $1100,%J
it 1 1,11 f1 NMc1i aa 11 10,011,
11ItIeIIIaiIIitota (or Owe PI'relfa for Ill-'f srlimavit (Of' flit(' Novy N#'goolliit'; (Ifolrst'-t Rift]

IHiaiefoalirtielt W%'ifh Ii I1llraR(uflt', Illay, (..1le'aU, (nlto sr A1.1sff MR -pf

41wl. -e'lia-ir lroit'l'a (ptaa iell ai11lg flat.1 I frta fixoed lorlefti 11 illsu illumri le ftagot
jialte' fv.'ea'g'l Iel l i'ftae'lf til-fiet'iaail(' ('15i sd foroti nf ito explfri.ee wvag nionil-
Id.'I( leI tli le'1114 flit' e'slliaitlilig for ruai i eat' i gl (if laitifu itat' i ll I,(,p-'seisfle S -

et aaa'y I'lia4,('eiaa1l'tl . Ill fat' Iia1 fixetd l11le4 $filta], l i vit i' dem f.fegree, life' finali Itrlft'#

'l11 -'lavr aefal aa Itie d itlo's mIar Iltadling fIlif c'ei'te (of' $1 2,11)75 fis'iirred toy the
(etai1 aitl tn'fo Ill ('e1liivclIotl ilh faIlat! t.Alaiibifl iot tif 51 #'iifu5relif tlormiet were

aIl ia 011. e'taa'vell .I I ta tj l l ivit 'wotlild to 1stsade,

11 f1113f,1 Attaa'cl 201, _10391
Mminaiaaasl Ion or 1'aive Negotifileti Under Ciertaina Depotment (offlife Air Pote-

Cotul il m Willia Il'ldcs, tII('., Sti Ikidro, Csillf',
The ret'liia' el d t fliant. excessilve t'oufrsu't prices, were negotiated W-firss

fageaaty tllicilta d5 lid uot give radmilaitito Cousiferuioi to Mie Cosntrai-tor'm prer1iam
tost etxpitrleate. As if i'esiilt (of ouar review, fthe prlee (if Otite cotrast wast rty-
daa.'ve $128,005 tindat mct n tes ctt otfittt wats iawartdedl on5 at jiee-restets'rminsihle
loaasis. Ili talaset'tltasa jsiertvfrslaalIt gotlitloras the leleof the latter
(t10a111'1a0l W1i14 rtlhi('('( T t1a110uf. $ 1'10,200, We Ieleve, however, that further xavlngg
maighat linvo Iuve.i resll'Actl If atagry t't'usfrlrlg Offelftls had givesn ardeijriAte la
idle'ill to Inivillitaile costtt dlttli. ttfl(l lint) exercised their Opqtlona to requrest. a

mec'(tad price a'eeetermrl tintioii.

B-,11:0a05 April 20, 1959)
1,1 ata Iteel lttv ew of Selected Offmlhore I'rocaurerracrt CofntraecI Awn rded) and

Adain 1541 ree lby Ilao Di1recto~rate of 1'roeureraent. and J'rsJr4lrf, Air
Miterlel Force, Eaaropvtas Area, lia F'1im'il Yearg liExf 45, an(fI9;

0th' review (litwcos('t a failure fly the Air Fox 'ip to fish lit the amount of a eon-
Iniel, for lir(rllft oginasem In accordonrce with the value oIf the engines delivered
fly tho contacttor, resulting In an ece(~ss payment, of $874,rX). Am a re,"lt ed
siar review, tiac. Air Force ob)tainaed additional engines needed in Fnrfife in the
tiaount of tla! exceSs PtaYsiaent Wiihottit additional expenlditure,

Our review disclosed also that rework of aircraft (-anopies producedl overseam
wits necessary at a comt of $71,000 because they were not Interchangeable witth
canop~ies produced In the United States. We were Informed by the Assiarant
Secretary (of the Air Force (Materiel) on D~ecenmber .30, 1958, that necessary
action wvas being taken to recover these rework costs.



N\11111111111 li o f In III i'vIviijo f uI ill-i O ni I li m-1 Nav iii1 ti' i'I li N it Ilo~iii ,i'a 4 1 I o

ilt % .\llINIt~ lI M ,111 11\14111 \~v'Ii t'0111ti'~ t1i'i vi lii l1liiii ral' u 11 113'1 RI., N i

I~~ntt b~tof hAIIIIore N oilt b,\11iii' 111ovlinw liiiiitivai tfli'iNItia N it\.% noio iild
11v %Ik0I h I I Itv N lil d tIo I I Ill (%I I I I, N) \0141l 1111 111 441I M. W11111 W411-11$1133'p , 111t

t'n or 111 l le itt' 1ill i ti'h1t10 1111-11 Ni 11 i 'i' Muiit 111o l ii (l ti'tt'i it 4 pri it14 o'.
ol0111 lactors 4%n1-011tl vi'v hulon I 1pi 1,11 voyt ini'v Iti'I31itl 4 \ p lil 111-1 1 it 111,1111ti li lt It

I hozi IIll hm, 1111 Io% IO hilill 111ill 1 1, 'Il ilt' 1 v N lltiliilt 'M N. W 1i' l I It I'''hltit Ii~
11 %Il he secrt a iyo ti l lvy I 11 t i uli t 'It'y t11111 ilil ~ 1 I i 'IuiiliaIlg oit'iiii11111.( 11
lb'l n ed (111. a101 1111%0 lite of III Wont 'It lI-'g illt'F41tlIIM fl'.-~ 4 l

II'tIt i t12 M pl of 1hi 1I'~u iilI' ''tM tt '11iNI 11 'IAIi i ~t iluiuill
('ed i f oo tat M111ig lmtit tit Miill ov StIitlM 11 li-nOI4 I iii I iiii 0t m isid Ai

Itw Xov)4 'Nogth 11o'll ( 1111 'icrA t 1111,1)t II)' r l\ith1t1 M1 tt'it'i (Iar. I

11ew itonid h Isvl~vI'ed toll' t110111R 1i1t tIti Is 1110,104"Ill~ $2,8ti1t11itleigI %oo Ictin

to the rotrto prior11m1111 to lilt oisionv ic UN pI'i1ilsa itithot1ighl I 1w11 pio Oi

sthal tha \-Il t Iso 4111ted Iosi s o'11111 1 V 'llt li't d Itet1oi N 1 t,110 14. ~ 'i itt lii' hul

the l 'i ~t orxuv i r lit, 'ov Ilt ti~llo liliv lu 11ttillIN. m toi'i~iil ')t iliriu l
fits nlot tor'u 41 byt~o IAt oll ltit i ~'tthtbN10'ile'iii yAt ~r'

t'eti of Ows~pelt' Utlillie~ ll OWNll-tt l~jlitl'INtmiute uuCooliilto

VufA \ sit tilt 1f;11titiv arot t es rather p1111cotr orttim'i'It'ioNwAi

Aoieav b 1heeilliuvo nl Co .,et AV 3tine 1,13 weiit. AV 83th (60r0ea-
'109derll Lotepattof th Alir Von.e Prie otractN With1411 ANorth111 Ati

The report show fltht he rices qoted Atot IIeeln 011 fo1tllowo 1 ort0lers1 for 1b
olitalx~ suli111tip 110 iot, supp.6lit ee-i ticalll high11111 in rlao lit-o th

,know whlich Ihe supliedfr advt exeieonced ifn t poucin , *2i-ilar 0 it pior o time
t-of t-egotiations priei accepted41ol tc pris withoutil 11olu(ilot ilrorll-
Ntion" frMais osuplier iii suppot of11v t111m 1 pied 11uoted8 ando neitmer orth lil cri-
eiirni normto the Air i.oTie requrd heutild obti $1,201tut or1u0 lin nowtolil
piesA maeo presuot th eth tit ottion he lowrmmer wast ('c(iroi'eby

Ix-iomna. ' Collo %'te Ly Arplosane o.rtl Purcsinviti irdro iue- t an tmeti
Awarde txv o the Culessnall icand Wtichta Kansl., td earmn of iot$2500Il,
teir Force,.1\ Negoiated ime Cifir contract o AF 33(eOO)-e1235

Rnincawarde of irm fixed-price, plrch Vorers Stolie Cessn for B-42l 1tabli0e

Thse rl'le andhows thot ithe posio to reae atic ci olost ostmae for s

a l'asr fo Ar Frog jThe, liriees neo otie forh ttabilirusi and toling
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%t-leh olt i lesel $0,321Pil.110 -11-e%4.1 111 filee 11111111ec l 1 1411es1.1,111 Rl-i f ir P P91919 P iii 'coct14
eir Oimlm,al219 net idy 1111,111I,1141icy CoMM4111 IIIlereeii 9~PIe 111#% lee'itii 111 lM , loVi
ccIII'(% 1 laes i l et lit lilt Mtois ln iy (if Ilies Ali Iecc'es Iflit Ills,99 sig iti M ' e io 'c
10%111i if eee1lcieiee'c4 leli'lel1lIig M9 41 11~ Jie' il l 1 1 1 9 l t I hullt lit, el miete AciiiVf-l -

I jtse etc1 tliici iii' 94 iee' te- e'e I'l l lii I tIeI IIIF II I o-ol l .II feic i nfi fir' ele'si it111 e5Celle isl

lee ii-ies,41 ., it ne eetteel9elie I hi P.t, I i esee lot ihI-l toAciiy f it, Air 10sprec tip
v'cceleliei 1 e te Sitge'itev enIeie lefil'cefctec fl l , Pe' ii'sl rif, ('icitl 111- li Ie' l I li ief' li
1111 A1e 1-4l I c Ie e I li tI ieee ' 1 1' li lt- 1111111cil 0 (u 11'M' A 11l 1-1111 ll iii1 tIII-e-Iig 1111 I fl i il li l141c I' 101,

Akio4, Ili Itec pie eo eceiic it, lig irivineces rtec ies ei osimi ictortcil, mlcwi tg itiwilcd
(sIl4 1191111 efl ilcl ~'~s ct 94 for it etI *2f,311 foer eesrili 999lfi9H4 tot~ Polog itlehP
lleel'leig slgitwtlefl Ieee ye' eie tve lieltP lttle weiiald flit, Ice rmpqilredi.

III flites Ali, ielItlerlill f(eliitie, Ieluiirtiie (it the Air Ji'ireis
%%oel tcteil Ilm f11IIlesit l ries 1111M4 11114s11 tllccif In -1lz i'iitl',4 P lifiieiue blelcltm

eefir ts I eg IIe 19111f II t'to~eie't9 t 11111 to ry Mionfif, ('Idl Piptli'etit, nfi oelpsta rl
liltitS lsisiemis orl t () I itleIiteClfItI1Vlicil III geilicr i'iifll riii'9 tor lie' fly ttee, (Ppy-
11,s 1iil fo 4ett 'l il il-ti'94.51 I 1 l 1199 itfiplil 011 r il it (POWieyisi 1fe isfit ( OXc41FOsI, t2)
toe ti'ee'441 II ,1v 1escel ciel Ill Iectes l iseeiy A10 4ofPic pirlrct io tts wboiere ntis In
letP. ess Iswcity estliteillo1911il () Inieililt eiufrielm fill jiriceiieri' ri-gseiirtg
i lies ceelle ii ,ill imile oer flilil elrsiiitngsq. I to .9ir rivliw wei einiqlalsorril foI f Iticit-o~'(rci
W111-i lele IN illeilt 'll ;lle ig Il9((I vI I en, fnife lc ft fillig till time4 (if ulrow~'iegif tom it WON111
tict, illiii lie Iig iceeeescc l e'P l l l l it e I II 'tu iitI' q itt M W e' 19441. V i l rioct fitle'hilct tic
elisli ele es ivi fill- Ie ltricc't99'4,ifill4 cIIIIlsit ly :itseeiec Wosrt, Mrge~ costl4Y tcs';tiucce ir
Ilic leik ftr eftiteitmllin.

1I1 111471111 Nifty Ill, 199rill
l'ecl ilo of li l t, ee Iioisireiceni t ie f~lit M irkc J'rcuJipi '(itg A Irisloii Opi.,

lMe'il P ls,. Witchl., 11011 1cels )ol Jstsiti'ett tit life. Air Pic'i' Cecillricts AV 33 ??~(400) -
22111 iied A10,U113((MOO) -282211,

Tho14 reil llileesc flent lcriciesei Itirgi-l jorI('ifi for eeusi.fili iqcper(l lt it fcc
Ii t2itl li-I lie's. 811t11t11i440 toIy Plinfg fw19l tee'isgclI toy tMe,- Al r JFirti for Mts!~~

fixese-lolli'i I ile-sl1t I yes e'itel nPe, eiitio sevl it 91teil nibeuctrowic f. cte wfifefi
Wc'lesk Ilelglar P111 Pence pe;les s~illue to y tIcusr-Ig withi INa fluibeontraretiict'tiit et',e
Plie I iergesl, ;trle'esit v.ei-r fellcilltteil. IirtisIlig I1111 riot illwlimi! Of thor. Air Forei' findh
thee Air Ireto #fll noet li itrelf elp limlcler till! ltuerritttlPo (pit tits e'c- y iep!r it,(,-

le'. lerle'es iviilel ii kieownc to tiee' emiciestor tPit Ibo flute- the jIrleor proyilli
svoe'e iiiteitilt Pe'e. Ame if ti'ilf, oftiliiig Pelghivr et-lrnatsil ectrtrn(t. efretit, tArgot
eomimt fier l9beee sf-e leirti; wnt'. i.xifeifilve by ;ilont $5.622,465p, 'bli rmrt
wiew refdwee'd tic $4i,3i20,000 ieter giving i-ffievt tue Asdjilntrruntc (of $(i'1555,5, with
40MI'icc(rltsttt teiilcelgf4 te till! 00uvertrent (of $1147,205, rinde by Woeing *nseqanent
tc our' lcqueIre(-. Iiel('49 fuirtheir adiiifit f te trcrgu't rfrl'Itg I.% rnad*, the(
(htvesrimeint, will ireeur e'xeemive coxts whleh we entImate will oiircfft to; atcc'iu
$11.1 11'r,30.
It 11329:34 May 21, lo059
l'Iiiiuintloe of fills InventIve Ta'rccust Prlice for Deipartmnrt of the Air Forie4,

Contract AP 33 (600)-233993 With lMocDonnell Alrcraft Corp., St, Lonfig, Mro.
TEhe report, delorsee that eowet esftImates, submitted by MeDonnell and axed In

ne'gotlrthig the target jrerie for eofltra('t AP 33(fW%)-2X930. contained eqtimated
mub~contra't, cots for ('urtaln puecalsd equipment which were higher than maxi-
m9uni prIceit thiet had been estnblIshed by MicDonnelI with Its subcontraetrs.
before the target-price negotiations. MceDonnell'm propofsal wast baited on "ubeon-
traet prIceFs In effect at the time the proposal wait Fnbmnittped. baied on purchae
or'dert finder the preceding contract. However, prior to the time of the negotla-
tireng. MNcDonnell had awarded purchase orders to Its suppliers at lower price"
for Items to lie used for performance under contact 23393. The Air Force did
not obtain and consider the Information on the lower subcontract prices- at the
time of negotiations. As a result of uiting blaher estimated costs In negcti'*Ston%
the tareet costs were excessive by about $U.93.000 and the Government w;Il incur
excessive costs of about $1,1506,000 unless the contract price Is adjusted.

. ~ ......



It 1,1317T hily '22, 11111
114-viml; of Provili'ull. i l'e I''I cvei'i flit A u ivnvy i i td AI1111 luI o~l*r

Atl ioegl i i'd ldi t t-11O .V t'ills hi ll 4 l"I 4I 'Ilti ll 1W i ll Tvs" Illflilily I 'liii'ill

Avilll' l l 0 4,113 1111) 0 I 111l q11.I 11111 Ii111'M l I ' Ell. '' 0 'ii~I 11'II IlE
\i s Nad 111111 il mlil %,IIII loll il' Ililiit IIM.I I-Itm 11 livi' il 111114 11l1I 111IIi11110 11g 4M 11111 ii'

l'i'lletv' fx l'l 1 t illI tll alowl o m l Iimilowl'l Il lii' 1m iE ll ti ll lll did11111.o I Iv 11111. 3'ilil

N'.V.,-1 mid l ill, lilt vom- W ill voil-1'PIAii'lofllt voll.S.11111

14-132111 from 1 .1 llm ih1. ll1V1.111ilN II lv AIIII-

Oiwiltim14 1tslivolleill too. sd Ilili'II t11 ~''111V'13 tli~ 1 uli
\\'il ule*, ssi vollovto 11111'R 111I 014111iti f iV 1-44 111111111111 1111'1 Ill t il ll ( l 10 i 'oit. W

Iw~lo o 1111 It 1 \\Il o 1 '11111111 Ill tl olg1 111 iIlt lllg 111101El f Illie l11,ill. IM,70t),tIO(

n-to w Il ioucies Or 111 1 'lrl 0 ttP11 11 ' 111t4Ile Air 1 111ee o 1vi tie llt'n lI' 1 11llll
Illn 21 cotrl m i'w~ Ill1 Air "ll '00 111111'1141111 itlt 1111 l' 111I lE?,4.

IlmAm d of lI,1 l ott lis. t Ih l ba i i' wu 'k ellkt i N I11 M1111 14t olliol1111ti' 'ilii'

It131.10) \Iul.\ 2, 1

IN)%vof 01htvle I~i-ult (1,0101,l11 1115 tivitlIe Admol-inistere byv. 11indus ftrl%
N. V, INv i Breau1 Ill Itili .14to lll Efte ay

Tho rqiIA progolit1.4 that 111111 lk of i~lie gtIl~l~ll'' ( I I I'l ritll.eE lres per1-o
itt-Ied11 %,%lilt rf 'It. t tulleesaiy1~l lie.Or e'o ulhr(1

c.1N1 ah t 11111It 'l of nll live 'I llll'flllel i'ir lil' t,' 14111)oli've lian.

vwirdII% %f lilt' cont1101101 votmll~ Ill~lt 111011411 Ililm lll)lfli ititti t111ill ginerlli

Ild~illaElli of te ll'iSlrl rt80estiled vt Cmeitions fo shito s fitriiill Io-
pa, rqtot oe pritin or IVol-ruunent111-furlatd 'Nertilv bAlli, coratrim
0Niraitr eet. adt' ako oriain1ewel1ipcinat ~

Th rDpliTI fnrl "orI I %rtitt KIIIIIIIerpayiill't tho onitracors.1,11e n1 1110111 -
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It 141111174 111511 -_
il;xmijimmim or fill, irioii fir H11111-(! 111111A lot I'llo ANtivy C1011-

Nf )it" roil iloror Wr li Alrertirl, l(iitllfj C'forlo., Iftifilliffol, NA.
Tlw 411MI-11JR(.14 111111, fit w-goltoiltig jimmitlim-tam roof. Folosit.i. pitt-ts top it,# ex-

IsMig ciolili-owl, tim NiIVY lifill III(! clillfrilelm. 11111 loot glvf clotimilletatiml Op rf'(111('e4l
4-41AN %VIII(-Il 4.1111111 to(' I!Xlft-f'lf'fl to 1-4-Millf ri-filif I'lftlllolfjlflg lift- fort 111111-1 lim
Ill. 1411111-4. %%-fill III-1111111,111011 1111(h.1, 111111111el, I-111111-ficl wAiii-fli-d 2 itioitillom mot-flo-r.
It, III,, pi-eitnicomi for if,(, spii-o loni-IH, flit- listik lisIvillitioge of ljorge-

11111 1111! 1411VIligH 1-1-1111ZO11 WI-1-1- Iffil (pit I,$) flift
()It IIIp I)IIHIs for folio. exiiiiiiiijaim, witio, wns iiiijitoa tip totootit top

111,1-cf,111 III' lilt' 111114011111 lilt-11111MI lit Ili(' f-111111-1141 111-11TH fill' 141011i'l- 1#111'114, WO Pffli-
1111114, 111111, till Iwcemsll 1-Y c(Ist" Ito Jilt. 01)VI-1,11111elft, $75,10)(1.

It I IMT7H hily 111, 111511
Ex it till lilt 111111 fir fill- 111-14,111K for I )('Jill 1-1111(4111 for tlw NlIvy C(fill 1,111-64 NOJIP4 .111 '319 '1

wid Notts ril (1,111 -1 W ilt CMifice VmIght I ItiP., lojillim, Ti-x,
Tllf- 1111-o l 11fgool III 11,11 ff#t, i-milo-nel, N(Ptim rot fliff-I Iiii-loodi,41 (-t-rlstlro Inlo(yor

111111 1.4-11111-11 11%.f.1-11villl f,101414 WillOf %VPI'P 41XI-11HRIVP Io.V 111)(0111 41,240,409), 101111 1111111-r
fill, 111-11VIsliffis for JIM VMATIWI, 1,11PAP (1fiP1194 ?01411114-fl Ito A1111111,11pil-
tit ('10 If) [11(i fit filo(pill Otri-ent, eipst diflit Mr lift- eiptiftwel,
11VIIII1111le 111 111(4 fillm I'llf. toll-gel, Woos Iffillf'PIN'd 111111 flit- #*411111ffs!
jill-III leA III lilt- 1,4 pill 1-114,141CH JJPIVP III-1#110MIll 111fil INNI lit fill-gf-I lorif-Ifig W(Plil(I IpO
(Ititif-i-i-im hy tilimil 211,M ) for ill)(0111, 0.5 fir #111- 11#1)11 lsll#ffr-
110111-H lit-4-11111011 III lilt' fill-gM, VNIIIIIJIMIlVd.

TIW ('0111 I'll M 01"A PRIIIIIIII441 POSIM till' 1111OPf', IM-111111lig fill.4 IMPYJAPIff fIp1r (140-
Illig(lill, 111IM114, %VVI-is 1114(-(l lit 114-g(Of Jill Itig (,III- JJjrgf1f 41111.414, 111111 lift- elonlr-41,11ir did
11(of 1111d Ifie jN11Vy filgolliffin-s fliff #loot 101111flif 111111 IN! f1b(pV0
('41"1 4111111. A11114111gll % '(- (.11111A fills ifillift-r Ito III$! 11114,101(iff (if the SlIvy firl(ir O's
,!m-ciiii(ij, for Ili,% mijenaim-iff (-Aljlfjll)41iltlg fill- litilif lories- Poor flit, viontrisM, the
SlIVy (lit] 11111 1111w lit-111111 1.4t I-effiver I'llf! excl-sAvs.
It 1"13210 filly 111, 10119

#or Ili(! iocitig tit (if Ifw Slivy CloyttraM N0fp,--A#WY71
Wit II I he 1411eel Ne JIF1111110A f 'IP., Clevelillid, Ohio),

'I'lle illselfist-M 111111, the JNIIVY Imcf-Iftell, W1111(liff Millistniltillf 1-fiffroge, file
c(lilt 1-111-Ifil-'s III-fol)(Psed III-Ice 111101 l1will-fled 11 fitill fiXNJ-JPt1f-f- In'todA,
1111110ligh III-III (INIWI1190 flood 111111 c(At
I-XIlm-li'llef. wo-4. lifil fivilillible Pir Iii-tolit-i- or-wilitittl(Pti (of fit(! prolo(mid. lr,(Pmtg
9111IMP(Illf-lilly IM-111-1-441 toy lilt, ( ' Will-fleffor Ili 10-11611tillig tfi(, clinfrstO w#-ri- RtAp-
Stillilloilly I(PiVi-1. 1111111 file f-dimsiled ei)A.4 vilifni which ffit- price vins WwA.

11, 132912 Auly 14,
EXIIIIIIIIIII loll ('r sf-leelvd 111-Init- Oijilraetm Negotinted lpy t1je Di-joirtment for the

Ntivy mid Sulmojilracts NegiAlated toy Navy Prinif. C(PrArTIM(PrA,
The 11-11011 JW19401114 ID Mllitittistry ffirm tit(- Illidings. Incirided Ito 12 individual

MI)OVIN HIII)IIIHINI lit Y1111 Silice Ahoy 15158 and flit! linilingt In fw(p rf-j/ort.-A
stilmlitted 14111ce SIlly N.ON Wool tit#! 1111(illogg lit two 41welal r(-jp(jrtc4 snhirriffti-fl t I
flit- 0;imjiIIt(-(-j4 flit Armed Hervice-4, (Jovernment 01perations. and Aj4pr(4-,rjatI(-rjR
(If Mt. SeIllite 1111d lilt! Ifolim..

'I'lle Nfivy With(Put fide(Junte (.-VA111fitirm fir verifleation, fork-or-4 wJ1114,
,ver(- fills(-(] oil ct)st 4-idimitten that were exce.4-Mve by afxjut $12.2 mill](in In r-la-
floll to 11011111 (-flst.s whleh hold been Inetirrml. In rith(-r InOnner-.4, Px(-(-,4Ave
I)rl(-(-4 were due to the use ()f flrin fixf-fl-rjrlr-c- and Ineentive-Pric*
Irm-14 wbi-r(- there was n(i coin1jefition and before adequate eowt and preAnetirin

WIN 11VIIIIable. Ili ndditlon, our exnmInatIr)n.s dfigo-jory.-A-cl (I ) that there
%Verv (leffi-lencles In the rental opf G'OvernMent-M&W-d fa6litt" wblrh r"rilted In
loss of revenue or unneemsary ff).Og to the GovernmPrit t1r0aling ahcerit X47,54fifjo
,in(] (2) Ouit It prime contractor and two of Its f4ubeimtrair-tirre were a11,rwM-
lnferevt.-frep use of substantial nnitounts of Government fund.4 for an extooded
rx-riwl.

ITnreamimbly high priest and other unneces.s;ary e(xqti to the C,,ove.-rnment. In
most of these Instances. may be attributed to Inadequate evaluatjo3n by the vavy-
of pri-es proposed by contractor and ineffKtive negotiatirm and admirAjatrjtjt)n
of contracts.
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B-118695 August 18, 1959
Examination of the Pricing of department of the Air Force Contract AF

33(600)-31174 With Convair, a Division of General Dynamics Corp.,
San Diego, Calif.

The report shows that the contractor's proposal for the negotiation of the
target price for contract AF 33(600)-31174 Included amounts for the estimated
costs of materials, purchased parts, and subcontracted Items which were about
$12,149,000 in excess of costs which were known to the contractor or which
the contractor could reasonably have expected to incur. Since the amounts
proposed by the contractor for these items were accepted by the Air Force,
except for a negotiated reduction In estimated costs for shop losses and price
increases of subcontracted items, the contract target cost was excessive and
the Government will incur excessive costs of $3,402,000 unless the contract price
is adjusted.

We believe that more careful review of the contractor's proposals and
supporting documentation would have disclosed to the Air Force the contractor's
cost overestimates.

B-125016 September 10, 1958
Examination of Department of the Navy Negotiated Contracts With Collins

Radio Co., Cedar Rapids, Iowa, for AN/ARO-27 Airborne Radio Equipment.
Our examination disclosed that the target cost negotiated for an incentive-

type contract included an unjustifiably high estimate of the cost of a major
subcontracted component. Our findings and observations on this and other
matters were submitted to the Navy Bureau of Aeronautics prior to the negotia-
tion of final prices on the contracts and were given consideration in the nego-
tiations. As a result, the major portion of the profit attributable to the
overstatement of target cost was eliminated from the final price.

We also noted that Navy contracting officials did not make an independent
review and verification of the contractor's statements of estimated costs but
relied upon the contractor's cost representations In conducting their price
analyses.

11-133189 September 30, 1059
Examination of the Pricing of Certain Department of the Air Force Subcontracts

Awarded to Telecomputing Corp., Whittaker Controls Division, Los Angeles,
Calif., by General Motors Corp., Allison Division,, Indianapolis, Ind.

The report discloses that unreasonably high prices were accepted for valves
for J-71 jet engines because Telecomputing was not required by Allison or the
Air Force to furnish cost information in support of prices quoted even though
effective competition was lacking.

B-1187729 September 28, 1959
Examination of the Pricing of Department of the Air Force Contract AF

41(608)-8175 With Rheem Manufacturing Co., Aircraft Division, Downey,
Calif.

Tile price proposed by the contractor, which was accepted by the Air Force
without substantial change, Included overestimated costs of tooling and produc-
duction. These overestimates, together with related overhead and pr(;fit allow-
ances, totaled about $240,000. The contractor advised us that, upon determina-
tion that the profits realized from contract AF41(608)-8175 were higher than
anticipated. Rheem voluntarily adjusted its profits by offering a much lower
price for the succeeding procurement of practice bombs, which were obtained
on an advertised bid basis. While this adjustment appears to substantially
offset the overestimates disclosed by our examination, this type of adjustment
gives a contractor who held a high-profit contract an unfair competitive ad-
vantage over other bidders for follow-on, contracts.

We believe that, with the information which was available at the time of
negotiations, the contractor should have been able to submit a more accurate
estimate of projected costs.
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B-133021 October 14, 1949
Examination of the Pricing of Department of the Air Force Negotiated Fixed-

Price Contract Al 09(603)-32259 With General M1otors Corp., A. C. Spark
Plug Division, Milwaukee, Wis.

The report presents our finding that the contract price was negotiated on the
basis that almost 100 percent of the work would be subcontracted. The con-
tractor subsequently decided to perform the work in its own plant, and this was
accomplished at substantially lower cost than the estimates upon which the
contract price was established. We brought this matter to the attention of the
contractor, who subsequently offered to refund $105,872 to the Air Force.
B-133133 November 25, 1959
Examination of the Pricing of Department of the Air Force Fixed-Price Con-

tracts AF 30(635)-3494 and AF 30(635)-3666 With Northern Radio Co.,
Inc., New York, N.Y., the Sole Source for Certain Components of a Teletype
Communication System.

The report shows that price proposals submitted by Northern Radio, and used
in negotiating prices of contracts AF 3494 and AF 3666, included estimates for
labor costs of $428,900 which were about $223,000 in excess of costs incurred by
Northern Radio under preceding Air Force contracts for the same items. The
Air Force accepted the labor cost estimates proposed by Northern Radio as fair
and reasonable without making a critical review and comparison of those esti.
mates with prior cost experience. Consequently, when the contractor's over-
head and profit allowances related to the excess labor cost estimates are con-
sidered, the prices to the Government under the two contracts were excessive
by about $543,000.

SUPPLY MANAGEMENT DFIOIENcIES

B-125097 January 13,1958
Examination of the Military Assistance Program Administered by the Depart-

ment of the Army.
At present, approved military assistance programs do not provide a basis for

effective supply planning within the Army. Individual country programs and ag-
gregate military assistance programs have not been ready for implementation
until long after appropriations are made available and, even when approved for
implementation, have not provided a sound basis fpr procurement and supply
action. The programs are subject to constant and'significant change. As a
result, the technical services find it difficult to integrate military assistance re-
quirements with their own needs in initiating overall procurement or other supply
action. We believe that adoption of the recommendations contained in our over-
all report on the military assistance program with respect to the development of
long-range program plans and better programing, together with thf actions being
taken by the Office of the Assistant Secretary of Defense for International
Security Affairs to speed up the programing process, will assist in solving this
problem.

The present accounting and reporting procedures do not provide adequate man-
agement control over the supply and delivery of military assistance equipment.
Our review disclosed conflicting and duplicate recordkeeping and conflicting re-
porting, lags in reporting deliveries to the military assistance program, inade-
quate control of documents supporting shipment to military assistance recipients,
retroactive program amendments approving unauthorized supply actions, duplica-
tions in recorded deliveries, and errors in blUing the military assistance program.
The result has been considerable confusion as to the status of authorized pro-
grams and their implementation. We are recommending that consideration be
given to placing accounting and reporting responsibilities at the oversea supply
agencies, which would report shipments on the basis of which the military assist-
ance program would be billed for reimbursement to Army appropriations.

B-118763 January 31, 1958
Examination of the Spanish Base Construction Program of the Departments of

the Air Force and the Navy as of June 30, 1957.
The Spanish base construction program represents the first construction under-

taken by the United States in Spain. We found that numerous changes in plans
have resulted In increased costs, in construction delays, and, in one instance, in
the construction delays, for which there was no apparent military need. How-

t12
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Ounr review di-.xIo-x1 S'veral Ointrflet administration dellc('k1990109 For exil1il-
79391. a 41'-b19n1' workweek waS etlliblisiltd for all ('9111113ce.4 even thlo)ligh the(

ms~iyof 01,*11idlnsr eOmid i'e performed eii'enly during it normal w~orkwee('k
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199u ilrwT(iqId wid ufI-cessnry costs to the Gov'ernment till(] icre (iiSCloJtiIIUOd
-mbm'i 1#rpot t& ibe atxiion of responsible Navy officials.
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11-1:13052 July.30, 1058
ftevlmv or AetIvIllen of the Mnliply Departnient, NfivnI Air Statiom, Nowth fxlan4,

.41111 No-go, Callf.
Our revknv dimell)wO deflelenek-m In the ermtr(dx (Prer tkireraft engin" lqn4

Miter m-ronautleal material find lit the adininimtratimi f)f supply e4writtirina.
Wit round that unkervievable engine ehimifled Ali tieing In "Itleally Shffft xnprAy,
were not promptly removed frorn alrernft awaiting roverhaul. Onre removed
froin tho alreraft, tho obipment of thtme englnc* tr) the dexignatoff or"hanl rwAntx
waF; further dOnyed. Thelle, delaya pro,%unintily IncreRxM the timok.
(of the enginPI; tin(] the poxnIbIlIty of grounding nlreraft in fleet nse heennow-b rf
Inek of engines. We found almo that engin" were unneripsParily shipped errAw
country when Bureau of Aeronatitkio Instruetions for shipment to overhead
points were- not followed and otli(-r engines tind to be r"bippeof tweran'sp rfif tho
failure of the Bureau of Aeronautics to promptly revise shipping instructions
,when tit(% overboul point was cbringeil. At; a result, engineR were delayed in
reaching the overhaul point oil(] unnec"sary transixirtation er)4x were Inerirred.
Other Aignifleant I"Intlings, together with our recommendations which we believe
will correct or improve the deflelencles, are summarbted In the highlights section
of the report.



464 IMPACT OV IO 1IA4NH. PltOtIUREXHMT1

11 -1:13048 Augui. t201),E I1)1
1levlow~ iiC Meli'uted ACt ivitlisH o~f fiMl i Hjiii IIi 010-1 'iiiti1i tJ 'i, II I'a ii lat Uf

tho Naivy

Offile i~ dlstelo14ed I atig afippoxillite y $,, 1.)IO-iiit 111111 eiurjll ec11141%14

woirk ('e~ting Int- 1011111IiI $1100,0iti t yvillU 111Vi (itliug iieifl'i l li II -VIC'Iii11141 N14
tit repirl piarts fill heWv Iitiililpiii'ii, 111111 i ittlit bil oir 111,111f4 la114 Iaeeaa IaFlift il Ia
for 111011lV.ait tio VReserVe R10-h WhliA wlul ldd not 11i11111u1 PHeM-oul lad fill Wit ri lain'
opi''atitins. The Nat vy has, Informed101 us I thiut uuuiaeel Ire a 111111 11ii)H 11410'ia I aili li ii
AndI ll) (11e'niltilto~ htaive bet llemnel
Bl-1133010 Ntvenuher 2R1, 11M11
0efielonvit4 tit *ilt uti c-1101t. of lteiillIeaiisil-01114 111 'iiitti-0l f lIelaulea P1'a'.aee-

wkuent (til III-Villui Alverauft Mparo lParts, Mitiamititi Air MIatirei Aiit, 1 to
lsmt'tot't of tile Air lotle.

8tAM~A IN onle of f lip latr 'si A ir l'awueI 1lejuits 111111 WIIR 11hi1014it114a III)OI-
miately $8111 m11llit I04tl111 year' lI)1T toir oi'iiialitif iiliiaift 1115

Nve folint 01at 1 M A. fiilim (lilt not tivol olyeel lv'h lelain fill. 4111-
trolling Important phmeito o r(41litllrm III~ nit tilgemnt for sjiiii' pa 11its, liii)-
tieurly within respielt to Iletifyllug 111141 44amVItlliag 0rdeI-H f 0i- PXV('414 oij11Iiliiat
11nd olitafltng rellamble t01-1111iln ti t vo t SIIIIte)4. It1110111140 of t11H 11i01a041'a1-
C10,. thle retiltlrementH fill cortaili l11-'t'IIII tlvi re oversi alti'i by $1 ,M10I,it00,
anld itillroxillit Mly $11t0l)0 Of Ottter Ilatitli MWi iii'ialtosslyV iti'lIVaIei III fIsRail
Year 105"t afte''rdn reth ealnieet WeiWO couiilplitt'l.

As i result of Inforimal lati devehiieal III our r-evIlw, tho All- IFoa'e 4'aiieledIII
(Wdol-s fot' 1ee 11art1N wih at totaill emitraet. Ilirlep of liviutaly $W fr~~dt illti
Ost nted mmcl Having lit Uloveriiei'inOIilt oftI it lhhiax I a I eMy $ 2NI
WVe i'cx'olnnl i tt 11111ovcI' pm'ovetei 4 a111i1 eott rids fila'l.ii itit 11 tiligeitieilt or Ila
activiti at SM AMA ait the eouteluslon of omr luillhail rievie. Altlbogli (-illa-
siderable 1111111oVemnen1t wams 1110410 thl-PMua i, We C011111 sHail Illi it dPI1.VH IIiI OWi
elin1tllftloi oit orders for certain exvvvss Itli i t In 1141 yeI I l115M. 'k ionllli' of
mir findings and rotmuiat begins oil liau1e I.
111-11330," Dicember' 4, 10518
Review of tile 8et talent of ShlihtilidTHm' 11411i081H fair VIVla tl'm'e4IAsi 170ia

1141n111ges Arising Friont 1Goverilneint In 10111 ii '1141111laig 1'la11i4 111id Nadejj
rials. These 8'ttlemt%11mt NVere .1ile 11,V thui ItitreuItl of 8M1t1ie4. h)ejaavl aaaiull
of Navy.

Oiir rview ilteted linipi m11 W4,vi'aknes'es III the Navy's I1-ii'aiiiO4 firl eVial-
xnating and settling I h4\oe reijimest s. IThe XIIV. v111 hIaasiiilh-4al41i1i. rev'aiaIIIai-ialui
I tons for' strengi henlng it hme'lne and hat114 aidlealualt' (1a1Ial111 li'at ia o
will Ile taken tot liIipeent I hmit.

Our review also revealed that thme et'eet Ivoe tes oth le Nlivy's HY.lAii11 tea' 1411l).11lying shpuleswith I'lloverinmellt -tut'itlshi'il 11atu1aiiim 11a14 tealaol-s1. (lai'Iitg
pelrioiN of emergency Is q uest lou.1lihe.

Roxtfiev of Activities of the Suppply IDepnrt m~ent, NilIvIi Ali. 811au1141it. A lioaaadt,
Calif.

Our review dIselosed defl-'Ienvies n lithe control over alien'it't engines autitl ollier
iteronautical nintennias and InI flhe adulnist r.1 olt i 81iphily aillerl-ijals. Ti'Wt of
the wore Implortant findjiug- were (1) the shllmelit to oveiiatm11 itl ilniq tic1 uu-
*ervieeahile engines iII cr11lical supply wias iehamyd for es('esslve piiisof (i litl.
thuls jeoliardising adetquate ftie suipi-t, aund (2) the Iniit'I1'ae tvo' itil lit ji
delay in prw~s-ing of critical Itemns of repatirable niteral entrliuedIa lt
stanees of work -stoppage.
R-1f-O,43 Iebruary 3, 19.9
Review of ActiviticaR of the U.S. Army FRhglueer Supply Ceinter, To~kyo, Japtin.

This Is the first review of thme princIplal operating activities of TIMAElSt5 uiad~e
Ihs' the Gkeerl Accominting Office. We toni that Iinadequate Interanal review
and a general lack of supervisory control over supply factions have reattitell III
Serious dcfIl1enelea. As a result of our review. USAF.SC Canceed omitstamihlng
requliltions for material ordered fromt the continental UnitedI States aunoun1tliig
to about $1 million. More Important, however, many of our reconinmcndationrs



jut 10 llui''I lidlie t (1wit 1(11 HioiJII 11 1111it III liii11tJVOei jirodi (14 1 esne1do volts.ob
Wo' 111111 to e'vuiI IIo II( li'(ff4441 venlimH (if Ilim ~J~ vrelvei atin dIirinu, wir iot-

1I-111188 loreluary 24, 10691
lt4JjiorI. oil I hi I4F(I~IlIIill' o ('ttoil liittling flip) HuiiiirhIi Suppt)ly Olfic With~

I hi 14l0ii Ito aR Co"ntl ii4 'iter, I lparii ont oft li Navy.
Both1 if it liiso offisets Intige hil'4'itoile('Hof coirtiiln Ilein5 Blocked( it tlip Navy

111114Y H4YRI 1111. 'I')10 HIuilIaIIII- ilieNpply (Juice iiliilges hinvonforrbc (of ootimntarino
ropIII i 111lH In id 1 ig iiuoh'n t p~~ill u~nitir timed004 ott cijbina ri Iti a nd Mitrtnie
vvi04so11J. ThuHp nito 14dw lar i toto Ceunte(r tominguIeH Inventories (if xhl illit arid40
titutthiitey repalir pnirb. Almoost otio-1.idrd of thie pnrti conttrolle~d by the Mhips
J'ati' H tisuil 1 (2e11 4tir iii) d ti544 soibiitiit nR well fin 1trtttce v05R('15ff

Our11 HItuly ro1'i'lidil tMatt conii40h14141 or11si th moc twoE acivlitie's wottld reivitlt In)
8itthi4tiltitili i H1101tfg to tile (loves'insnetit anniiiully, III addiltlin, s1uc0 it coliR(lola-
tohl 1V4)114 j)tivll o forI more1 i'fiiieit and1 econufilit t 51intg('Iient of msuhuiuitii,
ilutiliir, anti4 141111 ri-pn Ir parts liy (I) ellimtinatintg one 'onilefe inventory report-
lug H3'Rte1in, (2) oltiilfy I ig all( isinj proving inventory arid( other ipply inanagli-
zut'ttt t4'Itotrl lg, (8i acc(4)tIiiIng holle Ir tit andu~rdlytitioa (if stock iteti, fndl
(4) ItS(omiIHIiting letier tice of military 1)114 elvilian pieronnel talents through
C0euitt'ui1lll of Hiliular tictivitlets arid( (114o44 c4ordinaution llit aidhling (c'ouiniof
Ittti1ity Pr~~olems.
11-1121090 March 19I,1059)
ltevieov of Holectild fHti1IpI7 a114 Itelat('( f)islosi arid 1'rocurentent Activities of

tlw b Uit1.8. Armty (111UIHA), Korea.
Tills Ill the firc~t reviewv of activities (of 111310A niade by tile (leneral Aecount-

Ing (Jfih'e. WVo found that deflcloetcie were of suflceni, scope arid sigrtIflearice
to 41(1(e00)itl fect efoiTt to pt'i)1ido lO t eeoijoittcal and1( efficient Aitijiply Otration
within 111111A. Ac at restilt (of oiur review, MLJHA canceled otitstarndleg re'Iiitions
for maiterili otrosl front Mentutor i4iiiply centers amounting to over $3 million.
lit add11thin, tile t4)rocIItc for luimbier requni roeents were reeval uated arfid re-
duceud by about; 25 tmiillion board feet, vaueud at about $2.3 million, thuts preclud-
lug pt~sillo 4)VI''itoUcuietlt to tl i ts en btt We made revotiiaetdatiorin which
IltYS) hiett~ fIldpt(1 Wt1141 1 s l nstiiot In esitabliciting Imiproved controls and

11-1 18751 Matrch 20, 1159
Review of 80lucied Hippily Operations oif tile Northiern Air Material Area, Europe

( NAM AMI, Jepartieut oft tile Air F'orc!e, ilurtonwoooh, England1.
IWe fomii that largo qumintitics of $itppJi05 hil been ordered from prime depots;

it thto Untitedl Hhtic for which NAII liad not reqItihrerneut. We (directed thin
shutliffon to thle at tentiont of depot officials, anid requilsitionst amounting to $4,60M,-
00(0 veroi cale~oif.

IWe rottidt almoS tMot a Iit(W1 reductiont program, rdnitg NA. AE assets by
$241 milliott, wIIH carried out. wititit ptrope'rly conidserinig stock needIs and without
coordinaltltinlg oilier sulpply ictioti for thle prolwir control antritililoti6 Of stOc.k.
Iii 148111 Apri1 2:3, 1050)
Review of Molpply Activities (of filie U.S. Armay lit Europe.

Following Iit br 1ief muinittnllry of the report:
1. Supply uplilort caaitlity of the (2O.MW (coin mnu nhatton, zone) seriously

ItmpairedI by unreliable titock recorisi.
2. Tito modern'Ii Armhy w)ipiply cyctin objectives are not being achieved owing

to conttiuinlg arid( subtottrtial shortage of spare par!.', etc.
3. ltta1dcqnte Imtplemietationi of 14u1)iily management concept.
4. 1Iiproier reqttireitt comnputtat ions.
5. Ordering of unln~eede stock front thle United States..
0. lIneffective performance of transportation supply control agency.
7. Intabilty to dcterititi responsibility for losses in transit.
8. Uneconomiceal lihippitg anid handling practices.

Under this to pic It Is noted that the GAO reports that better, material Is
being disposed of titan that retained In stock and specifically It Is stated that
theree were five new fiat bed trailers with a unit price of $4,028 In the promes
of 11-Ing declared excess while four such trailers requiring minor repair were
on iond for regular Issue requirement.%." Apparently under the existing pro-
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Wo111 Co i t lt%( larg~ qltii lt sm oti' tit ltrO I ii , ut0 Oil'4t O dtII reTAN(I 111414 ~
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111ot o eno tllit orel'e40lor tt trouiti Arir n 4of 114'emimtilv
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Wo to thetasrtto Aof troops ii i o 5lke be11 tiit' lo frp't" molr 14orill'
mItlofr tiplt-. nt to promph\,tlt re li ii not~f SSo ebee n thlu'rlvii' 'I'll(,ir
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the same% F"111 a Navay trepirfilit iNY Jpan tiat oly ite rtiaiied otvler i.
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center likewise includes an organizational group of top talent supply analysts
who are spending full thne in the development of improved procedures for ap-
plication throughout the logistics systems.

Starting In 1956, and continuing on a progresive basis thereafter, the single-.
manager systems were Instituted in four commodity areas and In the service
areas for land, sea, and air transtportation.

The program for single department procurement aignments has expanded to
the point that well over ote-lutif ot the value of the fiscal year 11)59 )rocurement
program will be perfh)rnied under con4olidated buying arrangement.

in thin smane period, the Federal Catalog System wan Iniltted and currently
thl, 3.4 million iteis in our Siiply systems have been centrally Identified, ciita-
loged, and time common Identifications have been adopted for te in all logistic
operations of the Department.

Cotmprehen-ve systems providing for the Interchange of material assets be-
tween the services oil it continuing basis were established sind nuch Interhalnge
is taking place at a rate of several hundreds of millions of dollars vaeah year.
In addition, we have reduced our supply system Inventories by $4 billion between
June 30, 1957, and l)ecember 31, 1958.

SignificantI progress has been achieved in attaining cross-utilization of training
facilities and activities, medical facilities, and services Including hospltaIn, is-
pensarles, laboratories, research facilities, food inspection, field X-ray, and epi-
deuiologleal services.

We have continuously refined and improved our fiscal accounting system.
Progress has continued In extending time use of working capital fnids. Con-
stinuable inventories have beeen placed on an interdepartmental basis for prac-
tlcally all types of materiel except spare parts. in all, 55 charter for industrial
funds have been issued to finance the operations of 138 activities.

We have made progress. The plans and actions listed on the enclostire will
bring a report of progress up to time current date. We shall continue to make
progress through consolidation of logistical assignments, where feasible. We
shall continue our efforts to improve policies, l)rocedures and practices In all
areas. We enthusiastically support the objectives of the McCormack Amend-
ment and we Intend to press forward to attain a level of efflclent and economical
management which will fully achieve the intent of the Amendment.

Because of the wide range of activities and the time period (1953-58) in
which you expressed an interest, we have not covered in complete detail all of the
actions described in the enclosure. IIowever, I would welcome the opportunity
to discuss with you the many aspects of our progress to date and to describe
in detail our plans for the future.

Recently a number of your colleagues have also expressed an interest In
this Important subject. As indicated in our Interim reply, we will scnd a copy of
this letter and its enclosure to Senators Lausehe and Gruening and to Repre-
sentatives Curtis and McCormack.

Your continuing interest in this important field is greatly appreciated.
Sincerely yours,

PERKINS McGUImw,
Assistant Secretary of Defense (Stupply and Logistics).

DEPARTMENT OF DEFENSE SUPPLY AND SERVICE FUNCTIONS

Acrtioas TAKEN, IN PROCESS, OR PLANNED IN IMPLEMENTATION OF SECTION 3(2) (6)
OF PUBLIC LAW 85-599 (SINCE AUGUST 6, 1958)

I. INVENTORY MANAGEMENT AND DISTRIBUTION

1. Criteria were published on October 30, 1958, for the selection of commod-
ities mnenable to the single-manager technique and for the selection of the most
qualified military department to administer a single-manager assignment.

2. A comprehensive study is underway of the general supplies area. The
purpose is to determine the feasibility of managing these types of items under a
single-manager system. Included in this commodity range are household and
office furniture, household and commercial furnishings and appliances, office
machines, office supplies, cleaning equipment and supplies, containers and pack-
ing supplies, toiletries, paper and paperboard, food preparation aind sewing
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equipment, musical Instruments, recreational and athletic equipment, and other
related administrative andJiousekeeping supplies as well as handtools. Addi-
tiontil commodity areas will be studied subsequent to the completion of the
"General Supplies" study.

3. Action is underway to eliminate large segments of the Navy retail sub-
sistenice stocks by their consolidation within tile single.ianager system. In
February 11)59, such action was directed for the largest Navy tidewater depots
at Norfolk and Oakland.

4. A Commodity Management (enter has been established for clothing. The
Department of tile Navy physically moved Its retail clothing supply operation
to the Military Clothing and Textile Supply Agency in February 1959. This
.complete(] tile actions required to establish this commodity management center,
since tile Air Force had taken similar action during the summer of 1958.

5. The supply stockrooms and inventory control of departmental office supplies
in the Navy are being phased out and integrated with the existing GSA distribu-
tion systein for similar stocks.

6. Based oni published D~epartment of Defense policy, uniform factors for
determining stock levels based on economic consi deratIons, for all Itemas of non-
combat essentiality are under development for use by all military services.

7. A major policy directive covering interservice support is In preparation.
This polley will dellineate the scope, responsibilities, and the resources for Inter-
servicing and Is a prerequisite to making significant single service assignments.

8. An analysis has been Initiated of the )epartment of Defense local purchase
practices. ''he purpose of this study will be to analyze the Department of
I)efense's local purchase programs with the objective of establishing and install-
Ing uniform purchase policies throughout all military supply systems.

9. Basic agreements with the GSA are being oeveloited anna implemented.
These agreements will be directed toward the greater utilization of GSA facilities
Ii support of Department of Defense supply requirements.

10. A study will be initiated to extend the single-ainnager distribution system
for medical and dental material to Ilawaii and to eliminate separate service retail
'lepot systems. Other applicable overseas areas will subsequently be reviewed
for the same lurpose.

11. A comlnrehnslive review of policies and criteria covering the stockage of
Items for mobilization reserve is well underway. Revised criteria restricting the
range of itenis authorized for mobilization reserve stockage will be published.

12. A Joint study is being conducted for the purpose of revising and making
umiforin the factors for computing the mobilization, materiel pipeline.

II. UTILIZATION

1. On September 25, 1958, a policy was Issued governing time screening of
excess personal property under the control of the Department of Defense world-
wide. Developed with the coordination of the GSA, this revised policy should
result In the utilization of military property at all Increased rate by civil agencies.

2. Tile Secretary of Defense has Issued a directive which makes all Inventories
above a uniform retentlon level available to meet all vall requirements of the
Department of Defense without. charge. Implementation of this policy will
provide for Integrated matching of requirements against long supply assets and
will assure the optlmul utilization of long suitpply stocks.

3. Under development is an improve(] program for expediting the screening
and utilization of local long supply stocks.

III. TRANSPORTATION

1. Consolidation through organizational assignment of certain port terminal
functions ili tile New York-New Jersey area was completed on November 1, 1958.
As a result of this action. one military installation was eliminated. In ad:lition.
certain port terminal operations in the San Francisco area were consolidated by
January 1959.

2. Studies are ii process in the Hamlpton Roads and lIonolulu areas with a
view toward establishing single-service assignments for port terminal operations
in those areas.

3. A study was launched to evaluate Department of Defense transportation
and traffic management. The first phase has beea completed and an evaluation,
In conjunction with the military departments, of the surveys, comments, and
accompanying recommendations has been initiated. The purpose is to determine
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p'Ct"4hll4'5.-Ind ojcetmoi llower~tem d itil Iewim twrdrogymra e jsplet Whitiill
wy il% concntralt morte ofi lie iieartmant o Defer I4,drlliillitil' Aeore Dv)11 111411it

22. AI siystm o 14 deeue lle otol Is bigeeloped to preventing ie1111 tI-t
storieentryof nonstandtd ite m into tilt, rliotmIll tliry Sli 1'mlly t (yt'1114,1yIt.

1.PoIleIonI- hsi been 11adev f to l (iovwelnuInt prlo prtylile 105501414lI'm O
c~otrato to e tlininistee by onet tiltaryo deprtmeta te a.iypr

formig cotret fiorlt mofrethen oe praoron acIvity. SPoe eprmn
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for 1 )(11,4111141, III'm-efill I-11A it 1-4, too low nivitim4ii ism, I its, I fit orom mtoo fir loriolif irt v ,(I tillit
mirimim most nor imiroorm ktitmamomim toy fit(, vimirm-im. 4or tisitt, rmliticeti toy m4i
144.1-vive"

01. A iiiii III-III I lilt I Ism Im 114,111K 11111111, soft ow ro-mmomy for imviiig if oiigis, Pvtot.s.
ImMIR111114,111 rill. fill 4-111111111111 4114.1,11-4111 111114spi.

Vill. VATAIAIMNO

tit' I-11111110K 111111VIIII4111PA 114 Its lilt, N IIV.V, fit 111-11

111(11-41101'. 4111-itf-I %vIII lilt 4.0 1111114114,11 w illi fill, A PHS11'. 'I'llim %vill

rilfilill, III lilt% oil' III(, N livy X1111411-1111 I"111111(ott 40111'e,

1%. #411110,11M PlY

1. AvIloll Ili 1111114-1.%vily lot 111111(f. filligil, rior #oil mirlilom
III-4111141-ty 111114-it 111114.4,14, 111411-i'lly I-4-11111,1111t itiollif, 311,111 M114,11 11flivem its no

filliollifil. '10 ,
Will-It 114 pl-flul-voillig (tit vidtilillmlillig it i-milriolly emiloilleil Millomil lll#lil6.r4,

Ilm( rol. 11)44, Ily fill millitiry m-rvIvo-it. Tlalm will mli-mmilliji- sqo4-riollimm,
1.4,41114.44 4-4 1" 1". 111111 111-10%, 1111 - it rijo, I Im I tit ism. if I I I I it pm, I it I is rm4lm I I if Its jy I tog mit rjolti A
11161-144111111 111,41114,14y,

:1. A iimmimmif-M. Ili tits, twimomo-oa fir lilt- Army 1.4 Ito lomi-emm Pir
fill% 111141 11-1111111lic or ,it Im-cmittmo for ,it o-tigimmi its mimitry
silrilill" 111.1-millill 111,41104.1.1y %Vfpl-l(.

1. Tim 111111lary progrimi ri-ilidremmilm torts cmv
tomilly midisr mvistilhiy to tolitaIll Illit 1111101111111 Ilml (of i-xistifisc filvililleg sifill 1.111.
imiximmi, emmomaiiiii, fir lilt- win-lihvido Imig-Imill eirvijilm, A biqporl.ment isf
D144.11m. joillivy till-4.4-11.41 11mviora Ili(. atoommmi. for if vititimm, Itilf-gritted bt-port.-
1114,111, of DvIsellmil worldwifli, t4ym1fim wom primmIgiilf-il Ili Mim-li 1959,

2. Itell(oll 11114 I'v(ple.4tell isfor eml f-I lilt-fit 4 It-gis4lilifors tip
111111mrizis III(% 1IN411ilmill lot (111vo-rillilt-111-owile(I Itolig-11114-A

lit Alaml(a.
X1, 1111011111111S

1. ()it April 1-1, 19,511. if imilijigemoit vimmoilfaid firm millf-r vitlitrilet. Ott 081)
mailovissa its simi.v sit, it,(. rmictimim or Omit, III,. t.;io-virowes I'm(liu-ti(in flemmir"Im
Aveavy (1411RA ) and lilt- Aircruri. Pril(hiellmi Itemmm;s-4 Agowy (APICA ). A.14 if
re mll, AIIIIA wIII 1w ollmi-mithillell Jim for :14), 1911), tillim miivlljg 111)[moxiffilltely

III'l. 1#11PRA will Im emilliolf-il Imt. wilb et-riiiiii ebmig" Irt Its
(orglillizillimi mid lit Its reitijbirly Imblislied relifirtm. It Im itrillel-

Imle(I 111111 IN-me 11111(ol. 4-111111gem Vill vmmm. if, if a .4mm- Ar064 16 lier yNir,
Ineludhig mon-hour cosim for collection and comisilation of firlef, fix Well as;
lirinlIng solid 411sli-Ilitill(m.

2. A docimient 1.4 Im(If-r ilm-0filmimit %viiieli %vIII lirilviol#- if esomritton pmewbire
l(-jliIIiig tis, it shigle 11mromighly ilm-umvideff 1.4-Iml-I 111141 pwiltiml ml fill Flatiollsil
Mpelli'll.V StIlillf'S Fill' 1111! DIN-0411- lot' CIVII brill IlPff-11.4P
MnIfflizilti(Ill uIldt.l. svellmi 8 (if Ibe Tratle Agi-44-mtttits F-sx1eiisimi Act for ),,5;-A.

Xlf. FINANCIAL NtANAIIFNfFN'I*, ISCIA70ING 111101KTING,
ACCMINTIN11

1. A study 144 lilt%%, linfler %Va.%, to determine t1w nivrit-4 ()f com-wilidating Me
e(ontrnel itudif netiville-4 t)f tit(- tlirep military oft-partmems Intel ,I single amlit
uviley to fultill Jill volit I'llet ittiflit rv(pilrenivats iof till- I ovinortim-rit.

2. Simpillivil inetlimls fill- Ille list. or intrit anti inter department. rt-imlmrs-4-
illelits are bvilig fleveloped. 'I'liese Impriweinents Include milmnatic ap[mirtimi-
ment, llil(I flindhig of %vm-k (jr services toi make reimbursements lfwally ;Ivitiluble
-it Me, tietivity flint. enrits th(-m. 'I'lic Department 44 Derense lias prolo4wed reim-
11111-selliplit regli lilt Imis willch are currently being discusss-4 with the litireau t)f
tll(. Bliftet. lit fiscal year EM , reimbursable itictliods will be eXtend(A 1 0

(*(iv(Ir crosmservicing between activities finatiml under the same appropriation&
3. Directivem tire now being developed to comply with recent legislation and

Nt assist coordinate(] programing and budgeting for capital and operating
requirements.

7
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-1. A I )liimil 011if' Derenoti illiLreel ie reei'l' 13hii lWimImloum'i whlihl (Wt h411411418
a d ell?l0 idlii pro4gramII for I i~l)loVlllg 111111 it0iil iioii11el ilil'i ori o4ieit' oi m I 4 111 1li
ma Il I on t i't o i ti I I lit, I )(1111it i1m4,1tt ot I )o'fi'iio . ll (11 VII' Ii W PHI 11111111141i 4 I lie
iH)leNm jalnelpicole, 1u1u1d guldliileo to In' observedi by Owii 111111r iIuiI r1i lll

Stllit' Ii' 14 0 Of') to l )II(Igt'iIil~li i i 111d av ou iiioifirilli h0' I IlpX , 'li 'I(II iiI Ii4401li

Inog retrds fii l oti 011110 1 relli'ort llg Il lilt be oalol f)1'~ i ()0 111 11111 i 111111111 111411i.
81111111ii il u ielei 10 will lit, 'olilill'tel l l, pr ~ ogri 11 111111 II(4lI i'l 111 4j)Iii i41
for iiill lii 13 vll'4) ili-ctloul, 111itl1iii 1it i ii i 4)11 1t lu -4ileii Jmiiild ih'vltopiii ii
1111(l 110 l1il 1 1111,8i'lO ilt' coot o. Ntvy hamo reiw eo 1tO4i 1 1) lt4p u'li oioi foi' oljii-
tlon4) anidi liu io ~'t 2 1 No 1' 111111 I M11 Hin' Col-po. % lioidot rliwil iii ot iii
Iilet ill ii 'tl) i'ii' I11141. wa h e I h i' l I'M 1 lon lit' (I iki ci o f' reme10 10 nh ill1u

di'i'~ii)'t I111141 14) iiltiIil1)1 4 p o itil loll.

61. M% ld ifllll d oip itle rl llf th1e11111 11pimd Ji'l.(%II4 of e lii Iiiiy 111411.11

for 110'I ,l1rilt Pfillin o Illutuot t'hiii thu e ril li elltii'.1 Mf ii' 018 ti'i 1 1111 W1ve vio 01'

ililot1v fltitt olono to iflor i38 ) Uct Uleili1igmN,141ilIle ireoiili fe
0. At~rliil forie clu'oliralv inhr orl %lit tile ri of tery ItIili Ivll

IV-~14101lit1111 tXo ily1i11 iiell1)ViIi(it lirestblihgill)U t11404 tidot liiiiy funded11,1

beled t Ilf ti011io ( ogramy l forllt Sy ilitftloi a11p olivil or the 11111 eivil ii1'i)iid

111111111 wcoltrovl ighter studild for ti11lk)? lierfitlii4J i)C Itiota lit lo Oiil1l0)it

8. Allo fltegiti forifurthe Impolvmen, ofd teiiitioitit i program erwywich toill
eonhotaiqlt. 11y exll~itend 1111ririelNItet~t V I i 1il i ii'it iII'i) i4)4)rd(e

1ui. Xe'led ouler tle liinmeI or operation ) tnd t)Iiiceiii fill' .N(~if, IN

(orfOw s.inifcantract aerenctt tilt' operting cO Jim c4)iiA~ili 13 military i(

a9d AIllitieolo tighteor stcndards fior the peormantee o i h')gOiilli n11141 imoipoli

S.rttnteg rated, ai-, wldwida'le, of tho mIiit ary to iliie program liii inoiw I

miortaily stoll ted Navy1Il co1oli 41li t~Iiiiiiiic 1)Q)1111 Illi'e'Ifto coI ll~t ilt el
Wlldi eformt01)1 'under fixtnoi (sirvson of tile AMrloce (tthf i t4)iiillite sm-re11 of

tiosleet li t autleo tile ssemtr If ntcfetlns-Al olne milgtaryeiit-

Jil At met,11 hasill be "lnule ra'n e of' t ol Jl'l'clvnyw4 11111 coperiatin f il Jt

coriation ry, I.ivyl ind Mrinolli or Tle Army~t~i *Imi cniIg tlofit('lbunt o

2.s Atalli stok.- te lNyIselconiern of iminv blo d auircraftl i~nivreo frts
jolt i)Ol4?8 an 01ti11 ?'Xils n ovflie ir Fce tli))l ffcindto 1. lud t11( buI~iilt Iof
Itseolsmiryto makye tte pril)5 Infcleu in blood, gatsioth wolCesaetidve. fll

and sticl s ict o sythem oed o tile Oecrer of CDvflbsn lii F~~ore Molrliloatio

1.rvika std forl 1e4 Indtenel of til(-.efir tivlsse fidoprtiny thelliifil lli)i ic

tientsw ofte andflrt-habhent of ms.itar enetd tssetttul caacg tertics.14
e2.erienceyhas beeninnedtain itisae, joil bootide ro1p, wihprovie.fo

olI There ies anrretly uilizatievo~net a(0101 eOIlile.iv finrd di.4Ul Wlicil,

Inee~sofuly t ile t1ilo ti 0 f1 re oit lood agerou ore ffctivei.tlooui
integatlo of s bell develope ad finstrtienditicrial futeions.e olctia
2.d Aletniibc efforts ardetbingd to tieakeceo Civ~ilan ill Deffetie uso i'e-l

sourcs of teepoalentelfligence. this anetd tohrdu the otal atresome

ineddbg ernation of a s dinglecrinatd dloeistid udgetandbynist

of various versions of the executive agency principle Including collocation of
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Units afid Joint, I'6l0'FVllig 0011ter'm. 'J'1lles1 Ih'ldf tre governed by r'i°'6nt Na-
Iolliltl H ll'llrliy (ColoilI dek 4I1dooll 1111141111 Oil fOl'itill IJIV(l14,lgllllonI14 find Conljuing

clo(4 setit'ltlny of the 'res4ident's Helen Ill Advimors,

XV. MILIAIIY I'OLICI,

1. A Jolttt i' view of the Offlio.t polleII(t' cllEv 4 receintly hlas hbeenu conlhtctAd.
,rho witllioso or tile i6'vhw wI1i0 111414111P C0 t i lplhn11116 wilh I iqll tillellO l of e-
f6'tl14o liolle('h lidi willh Joint regiultih 1 or I1i( liii imitary i1imrlitlnts inlilullnlt
I hl4'l4 I. Thel r((Vl ow (II1(114o(e'6 Ihat I he 1WI'vl'e'H olre Ill flait c(flul otilig Joint,
oI1( l 1l0llli, 1,hilt, 11 -1 ll l' l ' r~ lll only, whol-o lw il:(eIlry, alldl tlllt H4(llieJ Iredue,-

111114 Ill 1 61i1'0114 Hld i6'1466lin901 li ve' beell eIT0.(Il fitL ll loviill leVel.
2. Th'I' ll - lhlishlllvll ef tilil arl'led( /l' ,(14-Ivv- poll,, dlue(llinlilt, Willh ro~dliced

Iie'rSiIt i ilnd (itilliwil , Is 4clnll ulo-il for HIoii A tit lllio, 'ex.

XVI. TlHAININiI

1. Colllo 1til1 IN liing given to furtherl' ,ollolhl(illil of s4,lloi1 In food
(oervlve, military Jultilv

,
, IlIUHId, fin1(d IIi HtMrI' 11011 Spe1ic(i'lly, Conidlorit loll

Is beig giving to (Ihe Nivy ass4Umlinllg respl'oilJ hllity for the trliiIg of till enlisted
(our1't rljlIl,; tile' Navy Ipovlillig trinIing f1r Alr iorece ailVitlleed h64 iJl)11ie11,ll,
aind II Arnly exeiiliig 10o(1 l!orvicem training for Air Force lRe1 trve! comipo-

2. A Htudy Is (urr(itly udrliir wny of tile lilt giage-tralIll ng ftcille of tho
l)Del'f tillilll of 1 el'el° io ! to ititel'n111i tihe miio4t ellhIit sa d e11 (OlOnlttlC l Ill4t Il
of ('6)linil ti g hillig1lilg trilhig.

81. LUogLlcH trIliing h,11 11 1114 rTIeelved spli eiplhasis during the padst veral
yellr1. I'ro.iUl916'nt tralhilng 6(11(1 quality control training at-, several of thle
ocUlittoltowl 1are1il's currently ieing sLuiId.

XVII. ENOiINEI*:INO CONSTIWUl ION HEIRVICY14

1. Tlh h ixliail(ce of Depalrtlelt of iDefetso design standard and unlfori
cril-rill lilts Ibeen Htl'miogEil6ni d tll(] Is heltig (,xte1ined to Issure that tle ('Ol-
4rttl 'Ei~n 1*4 (1111 tIrTtlll1d 4 Of till there military dieplar tltns ar1 accomnplimhed
illtir comIarable cosL itd qllllity criteria.

Novamnan 12, 1959.
1101n. ICAYMONID J. SAIh,NII.,
'oancil of Eotonodo Advisers,

IVa-4/tngson, 11.0.
DHAI DlI. SAOLNIsVa: Further reference Is made to my letter of May 22, 1959,

ana to related corresl)tt(lence concerning the aIpproach to take to hrlhg about
economy and elliciency in the supply nanugeznent activities of tle Department
of i)L'f, n4u.

Sa11Ve recently been gratified to learn that the Armed Services Supply Center
which olerltes under the aegis of Assisttnt Hecretary of Defense, the Hlonor-
lbo 1'er'tins McG(uire, ilts nmde a very worthwhile study, report find recon-
13enda(tin concerning the mallagetment of certiln classes of coamlon supplies.
This report oil the management of general supplies Is a step toward tile lliple-

ntiltatioi of the McCorlnac'k-Curtis antiendinent to the Defense Reorganizaltion
Act of 198 to which I referred In my letter to you of May 22, 1959. By coln-
cldence the report, though made Independently, supports stroIgly most of the
points which were listed in my letter to you of May 22 as a basis for an action
program.

I hope that you request a copy of the study and report from Secretary
McGuire. It embraces seven separate volumes and It would be worth your
while to read them and especially the two summary sections. I make the sug-
gestion to you shice the measures taken or proposed, though important, are only
token of the nossibilitles of integration in the supply systems of the DOD and
In numerous service functions which are now more or less independently con-
ducted by the agencies of the DlOD.

Any encouragement and other support that you can give to those in the DOD
who are conscientiously carrying on this endeavor would be most helpfuL

Sincerely,
THOmAS B. Cuirns.
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'I'll E C11 A I IINiAN OF" Ti' I ('Oill I1. 010" ICONMII C AI~ Ii'tlI,

MI1t I. iN T I 10\1A 1 1(1 lITII . gti 111 ii i i'll~i

hAYlls ofNI*T ~oN1:

Dm' t' Tom il our3 lesutterI r. tt in e' 11 31 lii3' 12. 11111, 1 -iIt- d rogt lieliii('i
tIn a~l0'1limos iii''sii ii tiiei'eit titi' lette fro cmgeiNum I li 12111 e se u io ii
li t i i'iiiii8P Vii, 4 'ui 11101' i ke ou lll I foI~ SlS 11 1 ti w1i'hiI, lie11 14 r. n ii i lu', ri

garmd li tI' seti f Ih SA efu I t o lNi ' iiIth t i t 111 r'p' ii.Olei

The1 411's tol 1. l oiw NN'')tAve gt M .811 hd ilti I )1 "1I Iro Nle iii NNt lt 1111 f iI

Wot' ith .111 o ils
''1 ~ ~ ~ RYMN J.tI~N 01"ii 01 T t'o Xii;N

VNIICTIN'01 MLIAR PROCUEMEN AND lIITI'ENiAT 'i

"Wuurehvintitoves I).oiC. la 2,199

Mr. ) i:. t Ii of IN sirl. l tei e e r li eto A 'loy 12 t 1r of lMy l, 11)1) i ien

NN'l get f il l M iembers poheii iHous fiei co iilt4s of hIs lfe I r i' t-iI 1i'e 11t adit'lte 1
rest Chlll 111 Coiutl wof Is ii cdt' 11WIsi 'u d isrs Ii oll JIIII vi ild Iii.1.S1111-. .

'Ashig tit- at ivd Ifor forcef' uli auct in toil'Me 1oriiniu- ( Tni't If 111111. ni~l'mnent lto

bttlu 21 i l l t 'U 'fill' o til'eiiil st g or tiores 11113' Nlhih)1 01 , e'ne t fit econmiuor
toe illoill I12 Ioi 011y presure li 213(t11241 i v it'i )\\- N hvili exerted3 1lii' ti.i i'' ri iI

Oli.tin Maye e22 1 tii wrte ito tMrt Snuply on11 ,nmiN'v tit) we' tl oim orpii iile-
trivi' tane flish 1ajo haoert Ino tlt iiiitile Iinulg't fo tat inforl'N ii i NVr Iilly

was iefrt'tit' Io~~' ofRept'silttiNes illubnon MCI., 12. 11)58. Coai 1159nn c

tCl uni'll of thealoli Advt'it iit.siers, ilit sao Nil~l c ic t'rtr fI

of this DiR.lien SaUndE t~~-lO V ndNI w i ec to yauh lettro Mayhl 5,'t~ 195s lt tI,(,

h"Iiaps Otll'i's hlllN't' writti'ii slnhltnilletters hut liuive had nour espione 'to dte
Wegt. is hol t'il toit poi. that o1t~te Nvretill oniiattee till llie'ili tudet 114

rtudiedt( atd thei Prsidetial ev to1, set ptrime osiedue fuoi'teltlineto
21 iiaiti'l of prleraii hz c hvravlice ol 0, a95l g'ives fi'log tleil of De'lllt
broad alill i'o the fotlNN'ng )5 oi(o altupl rsi'teaciiycoill

"I. Xthaee n' sra ifer fl ilonunon-us an illlsie nt I it or oiiecnlt'I('.
tivpl-011ries tak ltaor porio 21f (itheaimitle bydgtt' Ga Actle his w 10i

ears olis il nober te tuplyanServfefacitiste" and-10 lwronl Nitl tt
at svitle o ieaiidsot oemnlsagIwoet h vrtlyo v
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''2. i0,vainuto I'o reliil H(iL l 81141 iumager plans5 for (it) 811b818t01100 and clothing,
(1)) ji0ot sellain p II slotH,0 ( U ii IIouIII II 111) Un'H 11it'I~I If 1,11Y fi111'05*Sf(ii, HI i'QHI11i-
fl li i lsi aindI exted (h1 Ile jslsi 558 to (1t1e' IesxxexW Of ltemxH. AI 4150 t n11wM If tllwy
shouiild I)(%('(JlibllilEu'(I I lit it HYHI 11 ('ll , ge&'I'IIl 1111t r supp il~jly ilejl H.

o. lsillif and101111H 101e ii ii15 811 r 1 jil prois'ly dilos(85iel 1( Iflg the4 I 11 (1511)1
prog'ss lii.

"'* dI. ( IN I'( rvisio(1 for it 1pr; oely3' In youlilly cout i'ol S8ft 01 wliloul will pou'ilt
it I'('VIow of 4.X 11lig voililll I 110511 Ill Jall I oliie IItiIIy 1,iii en'(rI(le ol ad(-
dl tlostii I (11'(I( are pSviO 5(((.

"'5. I11,11 ll 11 g(*Il 11111( 11( 11) jl1O41'551 to) deOveop to the inxliiitiii standalsrdl'/4-
11(111 of' 811ll' Items11, fol'Ii ll50 I 111(94e, 8381 ('511, reportJ' Iing5, II ('(01111 i 11, MeI. (PIor
exaipt i hei I'I('d I)I'l( 111(,- it dis-uit ic 1115110ir 8Ji('olul I 8('1V e iirigaian oil aulushketM
11141 mother Ifim (o8sf 1(1111 111(11 811111413Y WIIiVIII~('l'('5 I'X(THS548 fronta biwng tra-1-
feirrod to of~e l'5lge1n'1o8. Jee~isl~ly, filei M uirin ( CorIH declared 260O,0MX b)lanketJ

1xces . 11ll ti fboy borI1e Hpll IniMgniau, I lwi other 8('rvives' did( 15o1 want, tiis.)
I'd. Mille 1 s' I 8j10(13 dot einin 1111 (Its114 0( NV11 81VI 1 k f1i(1H81111( 1u~l d H hOllldl

115), be I1858.
"Ill 01'5101 Io goet it rinisiisg Hstart, ol I ho overall Tprogri , I rev'o1ininen 1(inht thep

Ilo e II 1 1('i'In C fII'(('('II 151111it -t bV 1 1 it IlM'd 1514 Sill Hd5(1 V 154 01' 815) 11 tI (' t 1(1 1418 t It
8lwiS'Ol l it-f 11)1 tiis& for'ce. TIlwo [PIi(H1''5 118k force.5101I1'' 158 You know, have
81l1-1ilt.long Ji'51(o (f ile st i1lyl lg thieme 11111term, arie wholly objet i'e Ill th('ii
viewsH Jill(] were' c'sreftilly chiosen 151 the fii't'u. placeL because~ of their competence
Ill ft( ipeti'lt. iel0ds.

"ThImpiortaince of these nintterH lin their economics Impact on the country
1.8 roeiflt(d III Ui ere being lii effi-otiv't existence' it *:1roiiaIied, efflient, and( co
niolnileai Hllly Sy1l('Iui. 1,11.0oI or niwoe1:5 has J8 appaently hemiside5(1 of the 1o
f('115e Reor1Igaiza5tion AM, (If 19558 wh'icoh wa's~ (1e 4giJo( to plrovid(e sill us-cc*mary
h'glsslativec unit luority. Ibis 1 action, 1,1111 154 Jil exctt le rosplonsiblilt y.

-'il'( e I DepariwI'Ill of I )ofenxe 154 ialig sutoh mil551.I54ftory progre."s under
1t8 own volitilon, I siggem4t; the applr(IIrlut('ness of the Bureau of the Budget,
Ill IN8 (IIIHI3 158 HeP Miaingemnent. arlin for fi helPresiden~t, Ibeing dilrected to
05411111142u'li st lferi'ss 5Hul oanizat1ion lie ( I hireiim 114 18 I IN-es4ui1- i'0t I'eiiIIlV talke
hold (If thi i 1115 Itss i id a econpsh151 Ill 1uressilis- an be(1 10nei t-wh lob have so
('l05r13' he l ueprinted 1154 atlslnuuhe.

"ThblOMAS It. CSURTJR."

I11H!E (IF IMEi'1845N'ATTVES,
OPPICP OF T11FMMA.7ORITY LEArwt,
1Va~1inpt on, D.C., Pebruary 17, 1959.

lHon. Nsrt 11. M('Eit,15
Secretary of JDefense,
lMashin~t onl, I).C.

1EA iAl it. r'EV,I'r'AItY :I am1 enicloslig at clipping from the Wall I frect JTour'nal
ot February 10, 1959, entitled 11'T RCA To in Big Air F4orce Plannhing
1soJpeot."

'Pime core (of the article appears to 1)e stated In the first two paragraphs:-
"Internationasl Te'lephonei( & Telegraphi Co. 5111( Radilo Corporation of Ameriesa

will dev~elopI andH siliervise a lonig-termi prograiui t(1 expiundl flu(- Air Force's world-
widle 'ommnicafl('tions to wieet space0-ni14 reqitirlent 5.

"As a first step, the Air Foree said It will award i te two-c'ompany team a
$3 mi1111on contract to begin studilng the huge problem. Buit Officils flatly
refused to estimlate total cw(1t of the stmdy or the celuilpmelt- that eventually
w~ill 1 e Installed. Unioffivial (estimlates for development work and equilm-ent
run its high its sevepridillion dollai-s * **.

This article, If true. raises a number' of very Important questions which I
think should be clarified.

1. Hans tils priojiect been cleared by youi 15n( have you1 decidedl that this project
slhouldi he handled by a uianagenueut -t3'pe contract.,

2. If so, have youi determined that the Signal Corps of the Army for "ther
existing agencies of the D)OD or the Government are not qualified to enl- out
thIN4 project? lIn this colunectlon I ant losing six questions I raisedl witlh yonur
predecessor conseernimig the Army Engineers4 and tile so-calied SCARWAP and
reply by Robert Tripp, Ross4 on December 2, 1955.

Tihe third1 paragraph of 'Mr. Roc,,,' letter Is, very pertinent to the Instant case:
"It was the Intent of Congress, as conveyed In the National Security Act of

5148( -60 '1

- .8PL
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1917, that cOllllOll services 'etulreild by two or more of the military doparltnent.
should be provided oil it unified I)1s1 whenever this ('ouldh be aceoflill(ied it a
savings to lle (lovernnilet and without dotrlinent to tile performance of opera-
tional uissiont. The concluiillt reehled III CoisNotili'e with this lul nel ile
1.4 that the ahollisllietit of t hIe S('AIIWAI0 category ntd lihe retu'n of tihe' fain.
tons to the l)eprtltient of the Army'.m control will aIlliee Imii'promed operatiot.i,
foster effeetlw, utlization or available 11111lpweri and faellllh'.4 and r-educe ex-

poidttur'e * * * " ,
:1. Aside front 'the itent. of the original National ,,ecurlty Act and the regt-

latiotis Isslq(e inder the ],settihowl'-,llmatz tgreeni('tt 1, to working relution-
ships to it adhered to by the Air Force tnd the Army Is tite ppli'atio of the
McCOrutnack antendinent to the )01D) lReorganilzatio Act of ll5,.

speillically, why is such till expensive stuly of needed commnilaltio services
not. iitil at dlerniuhteiig witat IIm 11,ed by the DOD its a whoh, lmrticularly as
concern til- joint (,oinutltndl and the numerous facilities In the Zone of Interior?

Shcerely yours,
Tolt N W. McCoMAc, Mtjority Leader.

MARCH 7, 10M9.

lion. JOHN W. MNCCORiMACC.
house of Icpresenativtt'.R
DEAt MRt. I('(CORMACIK' TIh Secreta'y of DefestNe hias i'eqtled'tel that T reptod

to your letter to hitn, dited February 17, 1059, In which you rcltimsteid Infornm-
tion oil the ltnteititiomil Telephtone & Telepgraplt Co. aitl Radio Corp. of America
proposed contract to develop) and design a master plan for comlnicla'tions sys-
ten to support the missions of the Alt' Force.

The need for at modern high capacity, high speed, rellable worldwide ecot-
municatiits system (referenced itn tite press clipping forwarded with your
letter) is self-evident when one considers the advances wihch have leen made
in science and technology it aircraft, missiles, and warheatd yield.

Prior to tile enactment of title Reorganization Act of 1958. unilateral develop-
ment amd operation of communication systtis wt authorized under the Key
West agreement as a function of command . Anticipating the changes In the
cotniid structure under the t'opSed reorganiz.itiont, tmy offle directed a
memorandum to the Joint Stoff in August 1959, which required tit(, Joint Statf
to develop plans for a coalition Integrated compatible worldwide poilnt-to-poiht
network.
The Department of Defense is currently taking stetls to accomplish this objec-

tive. Current planning provides for ('omtlno switching centers, trunking 'r-
cults. signal characteristics. cotpatiile equipment nul nlte'inte routing with
high degree of reliability. Tihe information gained from the Air [oree contractt,
which is tite subject of this letter. will be phased into tite Department of Defense
coalition communications network planning.
The management of telecomllunicltions to assure the estalishment till(] itt-

plementation of a Department of Defense integrated system will be under the
policy guidance of my office. A directive has heel formulated find Is awititing
signature, which will delineate the responsibilities of till elements III the Depart-
ment of Defense towa rd attatintent of this common network.

Tile Air Force project, which has been designated WS48oL. is (irectel nit the
specialized communications needs of the U.S. Air Force In the time period 1160
and beyond. Tills contract Is a study and system design effort and does not
directly Involve a major equipment procurement.

Answering your specific questions:
1. Research and development funding in the amount of $3 million has been

approved for the reasons outlined In this letter. The Air Force long-term re-
quirements must be determined In this area and the complexity of the problems
arc such that a contractor can most effectively make such a study.

2. Tt Is appropriate that the highly specialized requirements of the U.S.
Air Force be developed under their direction and guidance. The U.S. Army
has the same problem of meeting specialized communication needs in 1960 and
beyond. Their plans also call for services similar to those obtained by the
Air Force.

The Army and Air Force requirements generated as a result of such study
contracts will be used as the basis for the further development of a military
communications system to which each military department will contribute Its
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designated share. ThiS will be a Department of Defense team effort supervised
by the 0111ce of tile SecreTary of Defense.

Your Interest In this matter Is appreciated.
Sincerely yours,

PERKINS Mo1cm u,
Assistant Sccretuy of Do!envs (SUpply and Loyistio).

HOUSE OF IELUhMENTATIVEH,
OFF10k; OF TIlE MAJOu'IY LEADEn,

Vaslhington, D.(., February 9,1959.
lion. PAUL 11. DOugLAs,
U.S. &lnate,
lVashington, D.(.

DEAn PAu1,: I am in receipt of your letter of February 4, 1959, with attached
copy of Acting Assistant Secretary of Defense C. P. Milne's letter of January
29, 1959, concerning the Implementation of the Mc<ormack amendment to the
Department of Defense Reorganization Act of 1958 (Public Law 85-599).

I ama gratlill that Secretary Mllne and his associates consider that the charter
established by the act "offers an outstanding opportunity to effect dollar sav-
ings and, tit the same time, to Increase effectiveness and efficiency within the
Department of Defense."

I am at a loss, therefore, to understand why the Office of Supply and Logistics
wouli not by this time have developed a working program to implement the
Intent of the act as they interpret it. Your letter of January 15, 1959, Is very
timely in revealing this situation. I am sure that the long history of this legis-
lation, in which you have contributed so much, reveals what is meant by "supply
and service activities."

On June 12, 1958, I discussed, at consilerable length, during the debate on
l1.i. 12541 in the House, tile meaning of the MeCormack amendment. (See p.
9929 of the Congressional Rtecord.)

It is my conviction that Assistant Secretary McGuire and his associates
firmly believe in this legislation and desire to implement It. May I suggest,
therefore, that you use the items I mentioned on June 12, 1958, as a starting
point for discussion. What has been done to implement these?

Also, why hIrs expansion of the single manager system come to a standstill?
If the system hIrs been successful its to clothing and subsistence, medical supply,
etc., why has it not been, extended to many other common classes of supply
such as general stores, electronics, photographics, etc.? What about a single
manager for the disposal of surplus property worldwide? What has been done
in tIhe overseas areas to integrate supply and service activities? The numerous
GAO reports show that much needs to be done within and amongst these areas
as to Inventory control, requirements determination, cross-servicing, etc.

Your continuing interest in this subject is greatly appreciated as I confidently
believe that we can transmute military waste into enough gold to finance many
essentials to our defense and our national economy.

It is my belief that the impact of military supply management from procure-
ment through the annual disposal of $8 to $10 billion in surpluses is of prime im-
portance to our national economy including both large and small businesses.

With kind regards, I am,
Sincerely yours,

JOHN W. MCCORMACK, Majority Leader.

U.S. SENATE,
Wa8hington, D.C., January 15,1959.

Ron. NEir H. McEmoY,
Secretary of Defen-8e,
Department of Defense,
Washington, D.C.

DEAU MR. SEcnnrARY: In my opinion it is important that we make the maxi-
mum possible economy in defense and other operations in order that we may
finance projects vital to our defense and general welfare and, possibly make a
reduction in our national debt and income-tax levies.
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11',aI9 IisyIon, h.C., April1I nfl, 10611,~

Owlu If-1111, 011101111ii'1 of lf-oift~vii1,llf / 411 i'D ,ts
11199419 l99fil499, 1),(',

IFA 91 01I . 1-A II IN IP1 l 1 111i 911 hi' li$, nt.1 Yost rg'en If I 1116 tvinon I, 1ii ein fIit I 114
Il'ifigiIn fir Ihoii .1101iii 11iiiitIli' 11,11 lull ' onvrlfi g tilt! 11111 of~e' 4,9 1 lt iry
n9919j ely 1111 Ai ni- rue' ; ,4f9,1 i filln I lmi 111 piiI44fofl4ffliy.

11 lii I 11-iii 11i.' 141-119 111114 hiI ir uii'11119 yo4'n fInei, flit! o'norm if y 4Ff t14'im ttt
piiol i ef ,lv guI 1111 1 f41 onli Iiiv'e,9 Jei Euffi l ip fri' ovo4,1lfiy. 4p -lirns*
fi,11 Ill y p913' f o94'i' 9 hIii l'Il4,11 firf Ilit! #,vt'9l itj i t.e 4llifulif i , 91itia wit1414 it,111941
fi,,ffi~. fiill%I v liffi y 1ii1111le141111' ni 'Ry nyiP 4'l I lifon' In fil firgili I,u'i li(,41 1 rifg 111#0111,
oli fi-4'II Vi IiI4 I I In l wi' 'li 4.1,1Isn jIIIJAMId 11 #14 6 iI4.

l'hi.'leuni'i I .1 If 9 1-11100- .iri o f Io o1 n'II(i'0 ~ 1 1(i~ fg ' 1p n II I F4 0 u1u1 l I t'' s 'ili~,
lit ieiu'laq 1111 1111l fi l Iecivig, il1-0'6 ibiI o 4'axi or11 lF ilt! ii 191ry noilij'fy In.votiorlpF4.

111 mii iiill 1PieiInlF4 ii 11111 I li,! initorl iy fi~f4rF4 ms In p1901rl y IF; t iutifP $1'241
11111 l4iii, 1111 1nil 1 11 111( I. li I slipp~ley Ay3'l 9'i04 nIim ilii' i,i If; $47 1,1llt IIt#u, IF; in o w',nu1#.r
(1111f i ii 191 fl(I'.ln i'ei1 1411 fein Aof nnllAlnne ' ill lit, $8 1',10 M 1,111141111 111111 Wi'll ('u111I1ln0i0,
its d ll. 1 i11n nO 'o 111911.I fii ll, Ofitiii'd itiuoilily 11141. (if exetis iilifar3 property
1 11991 oll-91Ifig 11.1 ait iifilifI. In v'mni vlw'lig i li. Pi tn orn offher filifo,941,n-'e
fllii ,4nl1t1191 9'II i, gfiaog-u In muot fiirel 4If wt ev 4'44'9 il I1, ry projoerly. It yonu will
91911lyV.I' flt119111iil i IiI v(li 1i9919 (of flit% ,1 litvdi (1 itii ('lIn mi 491 ervl4'94, I
11111 941119'1 Ilifi IyooU WIll liIgi-i' I111 11i iii10 419 to, i, Oine t It nitf-grn at '01iIg1flO

#19illillli' 119'l it Ion. 111 1PAII0 Itnpl n(11 11o80n -ln Or of offI' to (10 JUnt thalt, 1fa#0 MIll-
lier 1li 1411'9 14Iler n lii ye'1v al ivnyn 11nn u1uigoi to relnlflif Iri(le#t,

'fli' u, n eiiii'il If fi i, Noom 1191111 894991 y A0I of 11047 In I#',414il Iftiat the Air
l'on'i' %ViotiIifll101111If)~ tob#liiiifljiply iffil Avrvi-n silplort from, tho4 Aruiy.
lh lifpl th fin, flu', Alir l4'l-i'' lin iork4'iI #11ligotil ly to, lilwoei,,# #ciiiflfy lfidx140'4-
(,III ii lit 1151-W, fi, hliiiiiir 44Filifii I1ti, f Whic4h I w"uA a1 11fI1F4'1-', 1141141 i'c~I1,,'

filullnnohm 1 lii1i ly 14tllliely 111illiflt'ilt find4, Im to rel'n~iII. (of tilt' 1.'1ri#'gn Atli]
r9ii-14, Ilii' (I ',Mtiitaiiy nitiiilmnit Io lb'( Iff5" MiliItary Appr,gprintl"inic Aet

41 I'Ifirll' I' 0'41 I 11911111'l48?1 (of "fil IfilI4grillml 11nlifla ry Anlolly PyA1011u,' $4(,hI.#
1;11,111 %Vi'ie'j Iii ki'ii Iy l4i'ilLil oAve!1 , lilt rI lefilifrly In Aeft irig fir) it elps(rilied

Im.i'il11 sli pl f1je91 il IIy kno iiwiii9 11,4' ''A lamittIn iffln441(1-9ligpy te.l ."

,hamIif-At.91, irniglineinf WI i1I4114oflif- 119441 11nJ1l" the r4c,,wr'alrnof
ll11 (1' I 194V'l' (lhlilIN4I0F1 I fiiil 491ll9'9-9 wbo fjil( Fititil4'41f It. .1o54 r4erit ly, tlm# Die-
jclow-imeti, if I ife'inmins 11 .19 up1 "ngI#!-innag.'i nlynl#'uin' for nlhlot'jr#' 41(1-
Ingg, 111ii'iliiIll 111 1111 ll ro4,liio jpridi9"t. 'l'ig effort though flipireritly
i1iii'i'i'4ful I 1 lii~cng mluliornly re'n1914'4 toy flit! military leportuitnm wife) fear
huni~ of' 11 auomn4 y throhl fifly 9410199 Ihlt; tend~ town'tri 91791114Iti(,
'l'ii 1ht"( (1ilng'199 liilin Me l it I4plrtin'it of J)#fe'nge 11vorg~i IotIon ,i'-t opf

10958, 1111I I1141 111 4' h nfl-i'lle I#'#l i 4911lk-Clirt In 1omendinpr. t wh.It-h gives ti
Xoe'i-ilry of )i'feiine'. %whit nlulllol-Ity if)o jf4ra1 llil #111193'1,1 Atervlce Fleivitif-n
thriargh 941101 tilt enl Iy or m'ilitI#'e a it' 14('1,l94I frijjrojpri, to bring abont
(:4'ilmlly find1 eie'fl'iey. I 141911e thIn4 broade- 71119orlly, 11,074 hng been bat small
flrogreso lit Inhceffliilllg whlat, to mae III O7(! (if tile hfiduct trultfif nreaq for
04'4911i9113. I hunow oif 11o o911 who has objectively 94tud1i4 thIg matter who ham a

It. 14001111 14) 111 thlit the timei# IFs long past when) the eomiruiron Inventories rind
0J9(4'1lon o4194#f t1.111111i111tY nervi('c4 Niioui1d he broiight under tunlflpe cntrol w.o
thllt o xlntllg ttreIi ir(! taken Its, account before add'itional Jilr(-ha909 are made.
As itin1111114r of fact, we havie# t'xpet'nled# nit. least $154) mill16n In (1evoilng a
catithg 94y$4tt'1In ) rder that tli1s cold~ be doneU.

I 4111 sure~t you fire' aware that ('eh military department Mqin(If; hundreds rof
ml14919 (if dollars annually for the operation and maintonanee of it-, (own Aslipply
and( depot systemn. Furthermore, the services (-ompete aga inst ea(h rthe.r In
many watys lI the proculremenit of supplles, equipment, andl personnel. 541nfe
most of the pror-urelnint Is bly negotiation the net efre4-t of these meth-~s I.- to.
accelerate an Inflationalry spiral In my opii~~on.

It 94001119 to jut' that 1149111 for'ceful actions toward unificatifn must he taken
nlot only for the sakeof ef1-ense it-self but to relieve the economy of the inflatio-n-
ary p~ressulres which are now being exerted upon It. Since the legislative frame.
work appears to be adequate, I think that the executive branch Is vulnerable In
not vigorously pushing this matter. I cannot understand why the Budget Bnreaul
codonets this situation while it Is simultaneously tihe innnagement arm .-'f the
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l~~iuili tqIn 0thisvq Itutir, v mltist, fit11% the NI littiry orstfill MtIIti'tit 14'it.tyhuid
flit tInas~tsc ythers ltirs Itn4i tet '11oriit It ii the1 t'oistl 111 htobti
.s tlo the letter and r tsjuahhy atio ithe oeinlltii it. Owybu tvils or wuni be ltnu. (11r-
pallysc Iutiborlnt In wlit il 11 theslil tyFs i iltitti t' oti 1

t Mivolitar tilt'- l'hIIIIIqI~"iltehent bad Cullv 11111414 nu1 Ito ln'escitl t Io l191111114t
wht I Vit' o tted, S'lit Ittlly oitol ithu it (~t'5 i elienriigs ('1'tI's willtr * *t*uth-(

lint s t n ablefo miptokesulen No tvviilslt If' w tto itio thei 11%itib('VNof
the Cionrss4 tlit M It oint owe 14 flltoNlhty conided lit III lt11Of his, It1 [it
isdo til\heN,)4Nedy(1 Co stress lisbilwatb nevpt'sittt \\till tthet Cas ttetilol by ti'

htas u the l awte diidd etmil a trr lt% Ilte 1 Aying etlo incld bhe litaory

Ihe 'rtix wit distatedin yscuhInegr.l htti s"ot nr ntne
Asd vet Ih ola in ti t helt-renngs lterist ngrTiess111- has tmd t

have11on ax mnl catlstem ~~staio he forIt- ionuonus ve aits ng the Miltaryf
flit% voll(isS SOht Its e olli tit vthe -ecif csdweredIl ateps wre ftis, byIt
cw rien1m l. commirttes litob a see d th y te\urposent fntet ofl theli National
8eeur.ity Ac of lit, as end ed) r oidgo the uifiction o yfitle seriiary
R.S c-ried ftot.

Here follow tile* hadIstr ofn tile h at-endani teta s ilet Conrs I migtsate to
was my ~ a wrrn el osv onthe scllce wohere Cotteept(lurn thde by

C-ongressandl wcomndee tha tee as ah gxrledulao and os eNtlossk

handling of medical and other common-type supplies between the service units.
We seected the medical simply field for study as It has only 8-10,000 Items,

use~s only a few hundred million dollars worth of supplies per year bult tile Arml
and Nar each had five depots at that time with stocks turning very slowly.
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P1111,011'ro it JolllU ligolley bi.1119111, flits 141111M Ifellim flit- elleli n!1pil-itle servivo. Iror-

Iminfely, film All- I'lorve i4milim(O midet, tho agrevitimilio to)
gol,1114'(114,10 H1111111111 rl'ifill Ilw Aimy flimigh now thoy meviii lit bs)mlollf thig hisre tilmo.
wo i-onmoied iiial. ir I%%,,, merVININ ('1111 11HP ('0111111011 411AM11111,1011, Wily 111 010 11111110
or mmimo vnwu lhivis? Antillim, roonmin, rtor fill, smemim, of ill(IfIll'ill #41111101Y fOr 11
wmi, %vtim mit nio. iiiiii it usitopiP ('111111fig %Vllll 1-01111111111 filld lifflill'"1011-
1111,41 Illim N-I'll Ill limit rol-14101111! little.

Mit, Ifilliorl Nei. IMPH Immiisid .111m, 21, llfo'j I, mid Nip, 2330 Itimm-d 4 mit, 27, 1952, Were
votivio or itiolmeni Foww.v follel-1111111lit alld 4,11114-11 rfor I-Volifflill lillf-gral'itoll, M)
.1111Y Ill, 114,11111y for k4momil imtmi istia list! isq, immiloy oinvinim rimi,
0W HVI'VIVOR 111111 1111- M lIfillifolls.; W 1411110.11 llm Ill M v 11111111I/k 111111 I's-vill I fit it'll
(101mim lit ItepoN Mo. 41'14. At, 111111 111111., All', 1,11VOI 111,41(filvell 11 (III've'llvio stated

tmym inriji-il i.iiiiy 17:, Joril ) on IM, 141110.1(14,1 for: 1111"It. 111pliviep (bworfillig III#,
j)(1piwonviii fir iivrisiiso milifily 14.VI411,111, 1 if rai!1-11 Jill r)(c) fir Illv gill-vi'llve f4falf-11 :

"(0) Pl'l0Vllv 1411141,V 14111111 fit, givim fit tilt. n-nHimmy for simo .song too it Fowif.
11111111111y Ilw Illy rill, 1110 11011IR
dollot Worllg(l alld Immilli rfir viasmem (or coommot, heinit (or smitoy istia voluiltinesit,
nild dellol, 111111 lit (11111 live of Auvii mijilrawtit. Medical Aiil;lpjy heiam mitan io! tijo
111,141, ('111(tgol'y lit IwI411141110.11

It. shmild ho minded flitif it linille, rnge(l fronts -hily 17, 1951, to Affirell 1952
(MIP 1110 41141111011MI1111VIll (if 11M Alvillenl Hijititly If-mt. 'J'he Navy, Ili litirlIviiiisr, Wag
111111111111y It(. 1111,4 M14111 1mvilrd I'milliml 'I'll(- Navy fill 11,4 Y1111 kilow,
Ill-41114.111111 Illv gooillfol fir "Illrflf- 141-1-VIVC-M A(lifill-alf-ly 1111111111IMPIN'd 111111 tflat fill
141111111111M flild F4fll'Vl('f'fl 1111IF41 1111 "N-811011RIVP 10 API'V11-1- CM1111jalld" (IVAIJIlt- IllP fil(.1,
111111, ('Veryollo 1411follid l(limv toy 1)(1W 111111 We 11111.4f Illiv(. 11111fled coffillifirld.4 Ill
fit,% menif-i-m tviii, mmiloy i-empotimive it, hinf, joto for vollolliffild,

Thv Kol-vall 411114.1-gollcy 111fived if lit-tivy litirdi-ii oil flit! Army Medleal giirolply
04Y141011 Willi flit% 01110111141, delifil, al, Ihe 1!11(1 (of IIw Colififfellfill p1pellfle.
JIM, Ilw Navy Alodleml Hiiplily myfflem %villi it depol tiviomm fit(- ftlrt-ef. friom fbe
Army'ti lit (hildmid gfol, mmall .1ill 10110, (if pill sat flikellme tOlljoill, 111*01011gPil AIlldJV
11114111111 Alit-11114. lit fillyffilf, 111111, fill$ Itv#; 111111.11111,g volifil linve N't-11 ('1011 flf-eled Ill
tirder to imilte till nivillf-til stillifillf-M lit Ille coffills lf'(I" ill
Kormi.

Af(vr vioi,(s elinpli-rm mid vvi-jo-m Man silly limovetif Isixiiii.yer tnri hijilghw,
lilt- Illedleill 11-141, %vil" 141111,1f.d. The commillo-f- lim-tv fir flit, Itiffer Navy oplto;ql-
flon and %vetil, to Alameda (Miere Ilie Ai-tity had moved itientilltio- Por flif- It.34)
to iwv roi. 0mtwivem jiov if. %vnif ivorldlig. We rolifid 111111 liff. %rltly pliffifig
fill (fill, 14) 111111(f, It %voll( 1111(l 11 %vam veiy mitevi-mmfiiI. "I'll#! %If- P*t)rce wag lplt-agi-fl
lit Illo Hf-l-VIve 11, %%,Ilmgf.lllllg bill 1114-NavywaNgIllill,

May 1 11(1111 flillf, IliP I(I.W. W1114 01)ersitvil mid(-r tsdv(-nc e urwind riile,4. Y'sl0i
merviev part for tilt. stnek, ri-flidrItig triple neeminfliow, %fliolml MoNell
ff-1411fli'd JillPl' 111111, 0114- I'l-Volviiig #jr sloek I'mid shmild have bef-ii c((.t lilt, Hilt
lt, %V1114. 'I'lle excelh-lit 14yi-neiise m1mly till tnedleal
l1w maille (olu, 1-f-Volvilig fillifl) and lief.f. figaill v(Pill Ififollsf-low fiffolild (110sitf!
sim-li nelloii. Mitotic Law 216 (11fle IV) %vism emiefe(I ',' yearm hoforo Ppr jis.4t
141101 11 pill-Ilwo.. That fix. to 1111111-ove 111111110111 ettliff-fol filld In to fill gf-tri (-Tit.

Afler v1v%%-Ing %%,lilt Warta fit(- cwwalflot-'is loremmiire to extend f1w cotef-f-y4W
me(Iletil ti-st neroosit Ili(- boonr(I to ill(- totbor (1(.Ijf)t, ('11(l tt-ltll rp(.rbaJP4;(
3 delml.4 lit plave of 10 willi I'llml-l"ovilig 44fork. fit(- Navy lilt with flisr. ld(-a
or to-tting it,, rimetionni simirdy mysteirim, Lf-.. eneh .4ervlee to have ltq (ovn Into-
grated miiplily sysl(,m. Thim woidd eombliif- ewnin(in stifek. fbe(PrMlerilly. in
eneh P(-rvIve. So Siippllem find Aeeoniitm took over Navy 31edleal Silroply to
bond oir what the vommIttee wnm doing. Midget 11tirenu oM(,Inl4 f(jr.()t tfl(-Ir
ro4ponsIbIlliff--im and went nlong.

After some 21/ yearm of operntlon, diii-Ing wbieb time the, Korman M-Wr
waFi successfully served by the unified Alampda Medleal Supply oTwriltion, It
wniq decided to break up the test and not extend It neTosm the board.

To my mind It was not only a sat] mistake to ollssolve the only AffeetIve effort
made by the DOD toward Integration of eommon-qnpply oll.stribTitfon hnt it
was a flagrant violation of the Intent of the National Seenirity Act. nq amenirlfd.
AR late nF; last summer, the Army t"tilled before the House Appropriations
unit Oat the test was to be extended. Those of its who know tbP V.nry,
linew better.

You will recall that the original National Security Act of 1"7 (Pnblie TqVr
2153. RM Cong.). "provided for the nuthorltiltive emrolinfition and nnifled dfrot--
tion of the services under civilian control but not for their merger. And that

It! milt
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(It' Ncereflr.V ol I )l'en334e ilttlor tite (i't'l f ii I Ih l3r -il't wi ( Ih vel d, In
14I1tl l 202 ) ), to- -

"(3) Tnh1 ia lproriff'lo, Ip4 it, t i t uiii-,l 1113essitt'y (ilii lhalh or over.
h' .l)l l 1g fl lh, 001 l4 ' It ttt'' l,( 3 IH ly, I'3 ll I' (l(l, Mrlit.l t ,, iiv iil, al

ll e 111 11 1 (o Illl(%llell (31 l N i t l't 1''lrl l ill y AtI , (l h113 11 ,'w 21l16, 1' (
lolig.) following Il, Iho ver 11l 'I MM slt -w11 00 33 ( i i1 I ft 3' I 1) 11-1 1 31101
tilt- ul~ lnli tell I llf lA 1'.l' ri'' (I ,i 2 h Iro h1d :"181"(1. 1.. In ll llellllg lhlN h141l, llllhll. It Is (i lhe f., of Vllgl4, Io lU-vhh, 1
et'3ll 'tltrll llg'i r l i ll lfi p e't llllr, evi lll ly or fll, '1111' 3 e .131 lot 1(i lpovihh
for Ill, etlilA lllt of 1i11egrht 3 I 1 l'h 3l u t lr'olvitli1"esH for Il (13 1 Il1iH o,
tl 1lleles. ) l tld fllle loll" of Il .Tllle l r'iti ehl I-,11111t to ill 11 111 1 1 lei llrlly' Ioprovide lhreo nm llltiry deplllululm. mtl11ra11 ly 1111111111.le1'ed, fotl t- ll i-i-fi1'a llm

Tt111 fillnlIlli n ii lgt% of tilt ' Aru lltl it i N Uvy (ltihliilig i 1a'l a(3'hll2h i and l() e
11h 11) iil o M''I ai , Cotps) , aitd thle Al, 10Fore3. llh Illl 1(131 1 rall T llhal flld

Service' 1o 111l'Mel1. to prov. e e for illholl1'111hi or' tlls v elor'dl llo ll lld 1lonlhd
direelhl uhllta retvln control of lht 't ellllt y fi hl l too hillllt I o il('rlpoe

heniilt " to provide fur tilf' of li' 't1'lIrh, of'li4t'lollf 3 ' o ve flit ' 1iu e' s iiillr1
for 3 llil lon l1der u111h Ci111'3111110' in for Mhelrt 11alh)iti1111 Ino all effl-
Mot telltll ic hlilt 11 9lgll. 11u1 1 ll, Ilgev, but 11Iot to evlah1itll't'it a 111gho , C i of
et'pIT over be Arnied oes III il AlIllel FHces llhullt (ill V11 IR not
to e retrr'ehto as d lprin1g to le T llk, il' of 4a1lt' or Jllt ft l p)."

olce yofntlendlent to ah nw delralto of hlle1t ithied lhe lovitaon for
"three depir ateltSa slinrltelyrd

' e speellh hli1tguge authuorizng actp M1 ns(11 c tindvr 20(ellon 2(i) (3) of
thi aiiit1 th thins to Takellnile unneceary dtplt lon or overlappnnlg In
the lil. cti nrovrlaint, siptltlfltids of iotorlely. tra lllh, ind rtaeoh"
Was ollelh, I hilt 1eI anllu huSen t es It l wi rgued uiteh 9n4 le wi un-
neeessary l eing light of tit' broadened ailhortey prolmed o be, onfrred goen
trhally ol toe- eretary. (ee !1. 16, Boller O2ersea lepolt No. if s f 2d Cog.,

"The national eelrlty Act Aindclud nt of 1011) taok ieint of several of
the rafins1as and of neraa reoulelnlldato li11 thiy replrti of ltin orover
Clmpngsshin The ulh of o fnilt Spplyo trahlsi over ti lh tr ee 11rnltArydeparllnnf was soum,\vhat strenngihelned find ehlrlilld. Likewise thle role of
th rMuesrlon. Board and c Cihalriln were I ted up ml lep board wasesthlilhed utore precisely a.s n staff arni of flip Seeretary.

"Pevertholes.wflpe s1 aeisihon agahi coepr soe between poplsig on-
"epts of proper lanlizatlion litr tI Milit of flitarb eshdlnt. What waif taken
away with onee hand ws given a k wth the other. Although the detrtneontal
Seetares were deprived of Oahtnet raink, l separated satruc of the depart-

ets was not only reafltrned but reinforced il sovercl pnrtleulrs. As If toremove any doubts onl tt sore, tile, amlendmelnts added to the declaration of
policy of the orighial net the Intent of Congress 'to provide three ntllitary de-
partnents, separately adnihili.tred.'

"An Interesting Incident lit tihe legislative consideration of the National Se
curity Act A mwents of 9 Illustrates the statutory setbaks to unitef-
tion a well a te gains. ie orla inal act, In section 202a) which createdthe Offie of S ecretaryv of Defense and prescribed tile ,Seerptary'si duties, directed
hini, aniong other things, to 'Take apl~ropriate steps to elhmnate unnecessary
duplication and overlapping lit tile fields of procurement, saipply, transilortation,
storage. health, and research.' Trie Sonnte bill Introducing tile 1949 amiend-
ments. In seeking to streng then nnd clarify tile Secretary's authority, proposed
that the above-qoted lprovision in section 202 (a) he amplified as follows,:

"Taking of appropriate stepsq, Including such coordination, transfers, and con-
solidations as smay be necessary. to elinfite unnecessary duplication or over.
lapping in the fields of p~rocuremnent, supply, transportation. storage, personnel,
health. research. and lil such other fields, as lie play dem proper. * * *

"Pentagon lawyers assured tihe House Arined Services Conmnittee flint the
Senate proposal was unnecessary In tile light of tile hrondened authority pro-
posed to be conferred generally on tile Secretary. Accordingly, the entire provl-
sion, both of the Senate bill and of tihe original act. were struck out by the
H~ou.se committee. the deletions were accepted lit conference. Tile law now
merely presumes. without speifically stating. that the S ecretary will take steps
to eliminate unnecessary overlapping and duplication."
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The Inhtll4Ivo Itloiier (Ioiliti I INIvsligol1lol11 fl homel' alid albroad clearly

proved tile torrlh iex tet of overluplllk , (idlnllf lol, find wiisl. III Ile ,oill-
imlin Hupily Iheld UI1 I ho AI r Force Iiviifll reI IllIielid'tif Ihmi I 1It UN provhl( by Ile
iHe'tlriy Act 1im Implein tivdll Ity M1lie EIentiliower-SlHii- ilgr('I'ittll.N.

(W1l01-1 I JlIlilllIIo , 1(h tI'll, coilniII to ' Ilt Itrl (Noviil or 24, 1051):
"Y lt hllVI) 5t41(l11 vin w t I hln11 JIiM Iih l, Mill f ri ItiN '(,i l 11l01n Nitpllll Ii'P ('(llc -

('er'ld, wlil ( tle(,r'll 41p10z, fiiiii ! Iiiti v t ll, you 'fl' to to il l I Ilenhliower-
8lfliat', utgt'e'itetil. Nl'veirlll yiotrm nigo whein i WItH nm cfi l of oiff. of Iile Ariny.
''lTtaC'1 it broid (ji utll, hllt. I hiehve I ('nt gi4v1 you i lnileh answer fly ay-
Ilg tht Wl'U (wi'al HGIeiiIfalSpn and I served fogefller dIlrn fig th IhiNt war we fre-
p Ilcutly (II14CHIMN('I WHYly 1l111051 n11 of rieli wltut we bellv ed to In' ii waste
of 4ll111llh'4 1111(d If 11111 i)OWr Ihrougli dhl af ii'Ilion of ifTort. Iletween fIli! sIervlic'.
I rel helI flilt ('Oil('hlslon, fine! I siin sure fhat lie dI ulso, that onietiing had to
lie ((ne) to pi'ovIide it sysftelli tiniher which eacli service anid eih rorce wouldd
lave all ht. It I, killed for It operaiIon wilhout. if lot of dllpll('f ing hospitals,
delot , andl ofl'r suippjly overhead. I felt flat tmntli dould be doil(e to Improve
I Ite n111111loll that Ilsted Ili t Io iMervh'e( fit tIe (-fill of th(! wO r. C(on it'lntly,
wlelI HIIIIIIZ aind I fiol koll fI tlign over in WValalngoii ofl or ft( war, we agreed
tlit I lie policy (ot which lhe Army and Air Force tpply and sorvlv(e irrange-
tMelt Hhtl01 11 Io WlINNIe would he Ifhal, of conniot servl(, to thlie groatfeNt posIfle
exteilt. Tile so-cialled El"esrlihower-Spnt igreeirieit wiN Irtended to Iruiplelnenit
that 1retllteltt ol lasifl policy."

Ilie furil her s1 Wtd :
"* * * I (,tin Illusrate soee of the tlihriSt4 I hitd i nmind by giving you a few

exatlple, ''sI I)lnnlcetx Uiil lied b llheets, for exalniple. I saw no reason why
there Nhoild 1(ie tinerous fyleu, slzes, ipill ieafiilon or those lings. i
lelilevel that it .{ood Iauike(t ('ouhl lie bought, fy tMe I)epti1 rtmelttie thlt would Herve
the neetie of all )epatrttsfN, tind so could it good sliet * * * Mops, brooms,
sollp, finldl other ordinary itmll)ifx are also good e'Xinples. * * * T (oldh see no
good renlxon why bt'ead linked Ili itn Armsy bakery eomld not he enf'sn Iy Air Force
men, ild vlII'% versa. This sit tri rensolStIrig c'tin be ipplffd to the mraJority of
(ommotlU(nly ued (,ilipllnett, 141(h4l 111 rIlflx., (.f cMora."

AunhU Ii slali :
"I feel wltt IN really needed fo aecotllli% whilt you g(ntletnern are qeok-

Ing IN to ve t In tl Rerlery of I)efrene suffilcent authority and resxponsibility
to perit him to flteomp lish whatever degree of rliprovemrtont in tilt eflferiey
ind econotny of our service and sippdy syst(tit4 s n I tiho% nreessary or that be-
conme neerary inI t in ]n4ss."

Withm respect of the t(ed for unlfiraton of logistle.s In the theater., the general
stated :

"* * * T will say that T am convinced that more unIflatIon fs needed In logisti-
cal inntters In all theaters." "To my mild, the senior United State.s commander
iln any theater * * * be heo of file Army, Navy, or Air Foree * *,-* sho1d have
responsibillty ftnd powers for fite overall eoordinatIon of Ioglstl(ex and the expreise
of all poslle econonleps In common Itemn or common supply functions."

At the ttne the general male these statements (November 24, 1951), which
made sense to the committee, thei military services were still wraart" la over the
estahlishment of the common medical supply test as directed by i . Secretary
of Defense 4 months earlier.

On ,Tune 9. 1952, Mr. Bonner, chairman of the committee, introduced a bill,
TIT.R. 8120, whih was desunked to promote economy and efficIency through cer-
tafn reorganizations and the Integration of supply and service activities within
and among the military departments. This bill contained many Important
provisions. Including:

"SEC. 501. (a) There shall be In the Department of Defense an Under
Secretary of Defense, who shall be appointed from civilian life by the President,
by and with the advice and consent of the Senate:

"SEe. 502. (a) The Under Seeretary of Defense shall advice and asilst the
Reeretary of Defense In preparation and execution of a comprehensive program
to Integrate supply and service activities within and among the military depart-
ment, and shall perform such other duties as are prescribed by this title.

"(1) SubJeet to the authority, direction, and control of the Secretary of
Defense, the Under Secretary shall-

"(1) develop standardized procedures and forms for supply and service
functions;
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Ilii'itI14 i lo ti l4 i' o III II(IIII'luiko,'l(I l i JIM lc1111 i III 11114l 11111 Il.'I114-
kililitW I10 11I g lld (IIVIIIl n'

"(3)'i~'t II 'ilII H u 1111 1 11 1tlo ~llo 8'4 lv l ii 1)17 for v illo tiu11111111111 mother 4-1111 N,11t1
sll 11 t.v ).'- N 11114 111,111 c tti I.0re1H 1 VIIltHitti, fil% 1j114 ,4t11111 u Ii'111

itl i . 11 I.1,1ti.' I ll'illo I.l I o i' u 1il o . I ovIl MIt illm uu o I " ~
luoNlt1 ItIt 114 It'I l 1 1111oule~ iot r o tll toutIi lt. '' Hytu'nll.1 1iiv'.lu ,igo1

IIN I ll tui t o lr'll 1 Ih1ta1 N11u ltl Ilg 1111 1411,111 114 mill 11i11 r co l- 111W 11 hal I

ott li-i Nihcc In 11 m 1 it ll I I jatVu Ilo'olm tItli %1111 II.Ih'n Ital ol 11111' ho'
IttetlettI 8llte liglit i'ii ti' n.10 (0OIk hoII $lltrEti I IIItINIIII i 11WHO IhIVd hi

It "ttill lit' l oll IIII~i." o ~v III~%j III Illilg (1 t 1O I1111 40-1

ti lpi vi 01111,8411110 % 1 1111 (onullI'oilt)110 Ili l~l o I 11 14'l I 1 li 1114 l'i u
Mmil io 8tl4of hmi' li'CtIfi, ituIn t co eritl %,i l I--111 1t11f Imllr h

1tt h also 111\111 I'IIoM un tol 1111 u t .i it h I Hi II.' y 1tu 3'ao IiIo 41111 it I loll 'tlr

filatt Ithe li form i e l-n I eti llt il( 4111 It'll It ol IIliI io1. 111 I11 illi'81

I re uglortI't i'fact I glivt lilt'e t o 'al Iliv Si l t4 11AItte.I Nli't tI l 4111 .uit 111111 I10
ilo ts' 41111,411l100 Is lil utatter liofl (lit toit, Ititoli ODl~tllt'of atleIt

tiotli at or fiscal~ol "Iniliv. itl adivie
"tol Otwitlistniidhig lll 1 wim Il&'i' titSal C 101 1W 1111. fiIdnImitt itlt Si.

Mugor O 1veIliollwllg o eithe it'1'1olo1.111 I( fi i'lis 1 Iloo4111tw llt'll'e Iii1 viii'
Illlde the I~e t i l l lt ofil lit'Olie. lt '1 le. ef fel I( matei' ~(11 go 14ti)I81111111

Impili' or,111 (tll hilv It'll t IIol reildsoillilly. Ill111il1gCIlle IN fulNd bun, except iiirl Inl'
Nv0tl t't weih~o riillo 1111114l' 1 13' 111g ti I Ni4''t'Ir3 of l refeneo. low1111

" I N11 thes Setor shilli liex iftt igi' et)1111K1 IIr Ile Hvi~iItr~~ ot'14(14 it A1t."
til titt lijt oWht .11111ty Ilit plirm'h if too j4 t hill iIl lsia t lo ll 1114 s itted y in
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11as1 inelit the Army buying (99101541 tront-rlxle gasket for Jeeps to ll:t a full
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tonmIi, It Irs intolerable.
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wardly and promptly; For next November, the American people are e-lecting
lestdltrs noit for just another ordinary term, but tor years of decisive destiny.

"All thant I have said about how to save money and avoidi waste in the weapons
Program applies w'.ith eqiuul force to otiler parts, of the lriee proararn.

"This brings' is to tile supremely Imnportanit matter of unification of the ArmNd
Forces.

"When I become Chief of Staff, up~on my return from Europe in November of
1945i, T felt that all our war experience 11ad( rendered obsolete the defense Or-
gainizatili then existing. I was convinced then, as T am today, that effec-tive
coordination of the services In war requires central planning In time of peace.
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This Is the essence of unity In the Armed Forces. That unity must also extend
to the procurement and administration of all the costly material and para.
phernalia of modern warfare. It was the hope and expectation of all of us who
had worked to achieved the passage of the National Defense Act of 1947, that
this kind of unity was In the making.

"This has not proved to be the case. Such unity as we have achieved Is too
much form and too little substance. We have continued with a loose way of
operating that wastes time, money and talent with equal generosity. With three
services, in place of the former two, still going their separate wa.,s and with an
overall defense staff frequently unable to enforce corrective action, the end
result has been not to remove duplication but to replace it wibh triplication.

"All this must be brought to as swift an end as possible. 'Neither our security
nor our solvency can permit such a way of conducting the crucial business of
national defense.

"Our task, however, goes still further than this. We must critically review
the political policies governing our military program; and we must review
that military program itself in all its significant details. To this end I now
make two major proposals.

"The first is this: At the earliest possible date next year, the new administra-
tion should create a commission of the most capable civilians in our land to
restudy the operations of our Department of Defense. These men and women
should, of course, be. specifically qualified for their tasks. They should, I
believe, be drawn from both parties, so that all matters of national security may
clearly be placed beyond party politics. These men and women should be as-
sisted by the ablest officers available from all services-Air Force, Army, Navy,
and the Marine Corps."

I was surprised and shocked to learn of the dissolution of the Alameda medical
supply test and a reversion to the old system. I could not imagine why one
medical supply system was not established under one stock fund to serve the
entire military or even the whole Government. I cannot understand why the
clear Intent of Congress is ignored and superseded by the subjective philosophies
and regulations of DOD officials.

It should be noted that the law, the National Security Act as permanently
amended by the O'Mahoney amendment and as specifically interpreted in Senate
Report No. 1861 stated, "Under the new system, it should be impossible for two
competing facilities to be set up (or to continue to exist) in the same area for
the same purpose as determined by the Secretary of Defense. * * *,Special at-
tention should be given to the procurement, production, distribution, warehous-
ing, maintenance, and issue of common-use items such as clothing, food, medical
supplies, and building materials, to minimize stocks, handling, transportation,
and related supply management activities. Wherever possible such items and
the method of handling them will be made uniform throughout the Department
of Defense to facilitate such integration."

I have carefully read Assistant Secretary T. P. Pike's Supply and Logistics,
DN letter of July 27, 1954, relative to current supply philosophy. Needless to
say, this philosophy is the opposite of that stated by Secretary Lovett's directive
of July 17, 1951. It is also in my opinion a direct contradiction of the intent of
the law. Certainly it, violates the fine statements of President Eisenhower.
Furthermore, the issuance of this statement of policy before Messrs. Pike, Hig-
gins, and Drake reviewed and evaluated the test in early November, condemned
it in advance.

It Is my understanding that It will cost from $700,000 to $1 million to move the
stocks and personnel, and make the other changes required to break up the cen-
tral operation. If you have a more accurate cost I should like to have it detailed.

In view of the above, I hope that you will personally look into this pilot subject
which can be of such basic importance to our economy and to our defense. I
may add that it Is my intention to take this matter on a continuing basis to the
Congress and to the public.

Sincerely, 'THOMAS B. CURTIS.
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- . I EXECUTIVE OFFICE OF THE PRESIDENT,
'OFFICE OF THE DIRECTOR, BUREAU OF THE BUDGET,

Washington, D.C., July 16, 1959.
Hon. JOHN W. MCCORMACK,
House of Representative8,
Washington, D.C.

DEAR MR. MCCORMAOX: I appreciate very much your letter of July 13, en-
closing Assistant Secretary McGuire's report on progress and plans in the
supply and logistics field.

You may be sure that we will review these statements carefully. I have a
strong feeling that there is considerable opportunity for Improvement in the
way we go at these matters.

With kind regards, I am,
Sincerely,

MAURICE H. STANDS.

HOUSE OF REPRESENTATIVES,
OFFICE OF THE MAJORITY LADDER,

- Washington D.C., July 13, 1959.
lion. MAURICE STANS,
Director, Bureau of the Budget,
Washington, D.U.

DEAR MA. STANS :"7I enclose a co y of a letter I have received from Assistant
Secretary of Defense, the a 1enO -blWePerklflR- Guire, together with a copy
of his letter to Senator 6Iiglas and a copy of a m orandum therein, together
with a copy of a lett~rI have sent to Assistant SeeretarxMVGuire.

I think that A lstant Secretary McGuire is to be higkly complimented in
trying to bring/i6bout effiliency and reouQy, particularly l his Jurisdiction.
However, I k ow that obstacles have been thr wn in his wa in the past and
while he ha nrmde headwayfltis onkv uider tlh most diffil, conditions.

I know hat great heodiiay could bQ made i1fjthe provisions qf my amend-ment to tIe 958 N ~tibnal Sec rity At wer effectively linple nted. This
would br ng about greater eflnlenc.,jprocurement ,and servids and alsoproduce a vings of ti-eiLdIus nfoif ney, whigh s vings could, be utilized
for a gr ater defense. V \ / t w

I kn v in talking with yo e week ag were cmencingthen t have an appreclatio ) the opportu Ittof lmP ovement I manage-
ment ii the Depar i t of D e e. -e Imanage.

I EugYest you s udy, (y.a' ut L I ,,tecl su es revived from Assistant
Secret ry McGuir and thq the Br1i o )te Budgef cooperate a fully as
possibl with him 'in his e ts to ecqbnz in the fields of pro(Ku rent andservice, i C \ .- .-.
With Ind regard, I aW" 7 ent

8 cerely you s, / ,

"ONHN W. ConMAo , Majorip/ Leader.

-.rjECUTIV OFFI 'OF THlE PE KENT,
-BURAU O BUDGET,

Hn. JOHN W. CbOIMAC, Washington .D.0., May 19, 1959.

Rouse of Representattpe ,
Washington, D.C. --

My DEAR MR.. MCCORMAOK: Thanlk-you for your letter of May 6, calling
attention to the fact that the McCormack amendment not only authorizes cen-
tralized management of common-use items of supply but also authorizes the
Secretary of Defense to take appropriate action with respect to other supply
problems.

We recognize that the McCormack amendment Is closely related to the points
raised by Congressman Brown in his thoughtful letter of February 21, to which
We are giving a great deal of attention.

Sincerely yours,
MAURICE H. STANS, Director.

~II~ ONY
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HOUSE OF REPRESENTATIVES,
OFFICE OF THE MAJORITY LEADER,

Washington, D.C., May 21, 1959.
Hon. MAURICE STANS,
Director, Bureau of the Budget,
Washington, D.C.

DEAR-Ma. ":ANS: I am in receipt of your letter of May 19, 1959, concerning
the McCormack amendment to the Department of Defense Reorganization Act
of 1058 and its implementation.

I shall appreciate receiving detailed information as to your program as your
studies progress. There is widespread interest in this subject both in the
Congress and throughout the country, and I shall place this exclionge of corre-
spondence in the Congressional Record and give your response the same forlum
unless you believe there are reasons for not so doing.

Sincerely yours,
JOHN W. MOCORMAOIC, Majority Leader.

HlouSE OF REPRESENTATIVES,
OFFICE OF TIlE MAJORITY LEADER,

Waslington, D.C., May 6, 1959.
Hon. MAunIcE H. STANS,
Director, Bureau of the Budget,
Washington, D.C.

DEAH Mn. STANS: Congressman Clarence J. Brown has kindly furnished me a
copy of your letter of March 17, 1959, which was In response to his letter of
February 21, 1959, concerning the possibility of Improved management with
respect to supply and service activities In the Department of Defense.

I note that you make reference to the so-called McCormack amendment to the
Department of Defense Reorganization Act of 1958 (sec. 202(c) (0)) and state
that the amendment "authorizes the Secretary of Defense to centralize the pro-
curement of common use Items whenever he determines that such action would
be 'advantageous to the Government in terms of effectiveness, economy, or
efficiency.'"

While the above statement Is correct I wish to call to your attention the fact
that the amendment which I Introduced authorizes the Secretary of Defense to
take effective action with respect to "any supply or service activity common to
more than one military department by a single agency or such other organiza-
tional entities as he deems appropriate."

I bring this matter to your attention since there are a number of service ac-
tivities In addition to common supply activities which, in the opinion of a great
many people Including myself, should be thoroughly studied and appropriate
action taken thereon to bring about more economy, effectiveness, and efficiency
In their operation.

In this connection I refer you to the statement I made on the floor of the House
when the Department of Defense Reorganization Act was considered. (See
Congressional Record of June 12, 1958, p. 0927.)

Sincerely yours,
JoiIN W. MCCOIIMACK, Majority Leader.

REPORTED SAVINGS IN THE DEPARTMENT OF DEFENSE SUPPLY SYSTEMS

Extension of Remarks of Hon. .John W. McCormack of Massachusetts in the
House of Representatives, Wednesday, March 25, 1959

Mir. MCCOWMACIC. Mr. Speaker, on February 18, 1959, I placed in the Con-
greqsional Record (p. 1235) a letter which I had addressed to Hon. Neil If.
McElroy, Secretary of Defense concerning conflicting testimony from ofllchias
in the Department of Defense as to tie effectiveness, efficiency, and economy
of the so-called single manager plans for common supply In the services.

In my extension, I am placing a reply which Secretary McElroy authorized
the Honorable Perkins McOulre, Assistant Secretary of Defense-Supply and
Logistics-to send to me. The letter follows:
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AsSISTANT SECRETARY OF )EFi'N1W,

on o W o lVash nfytot, D.U., larch, 10, 1959.
110o1. JOHN WV. 11CC0RMAeK,
Majority Leader,
loue8C of R'epresen ta tives.

I)EAR JOHN: The Secrebiry of Defense has requested lie to reply to your
letter of FIebrua.ry 16, 1959, concerning the effectiveness, economy, and efllclency
of the single manager 1)11l1n.

I agree thilat suifllcelllt tllite fills now elapsed to permit a factual evaluation of
Me single l inmiger program and such ll evaluationi is ]i )ro('ess it present.
AVO ire oxllidlillllg tie single liftnager program niJot oinly frolml tei viewpoint
of Its efliiellncy fill(] ('c(P(llollly III pocettine, b11i a0so to reassure ollisel'ves 11s
to the mobilization find wvartiine capbilitites of the system.

It is ilil h,, to asses l)recisely the extent to which savings made through
the redution of ivenlor'le, find operating expenses are directly dertved from
the single lllilllger coll('ept HR conpllred to other impirovelmlenit l lJOgrilllS.

However, our stuidles Inilicate that in the commodity fields jlresintly covered
by single iiiiinfigeiient encouraging econoinies are heing effected. For eXampnle,
in the sibsiste(.ce, mE'diIel, and clotling aind textile ('-oiiuiodiltl(s, we have
lieen able to effect a reductions. of about (0(0 personilel at fn i esthhlin(ed annual
payroll cost of $3 million. Through the developilnt of integrated distribu-
tion patterns, wholesale stocks of single unantiger ('omnlIodilles have ben with-
drawnii from 55 of the storage locations previously occupied. Associated with
this streamlining of the distribution sysieals, ti single iintigers hllt%(- been
able to re(dluc the iouni of vholesilh storalge Spu1ce devoted to these com-
Inllities by '1 uil(111o squlla feel. By consol idation of inspection flii test
fl illitles, they are realizing, in addilh(, a net annual savings of $2,28,(X).

During the 2 years of single manager operations in these same commodities,
actual sales have amollnted to $1,0t56,451,000 con)ared to procurement of $1,-
868,815,000. Tho excess of sales over procurement has been reflected in the
increased cash posion of the single managers and has, in turn, contributed sig-
nifleintly to reductions in new obligating authority in the President's budget as
a result of transfer actions.

While we do not consider these eclonies to be spectacular, we believe that
they are indicative of steady progress. Perhaps the most promising potential
economies associated with the single manager concept arise from opportunities
it provides for eliminating concurrent buying and selling and for diminishing
hack-hauls and cross-hauls through integrated distribution operations. Although
they are not precisely measurable, it is reasonable to conclude that economies
from these sources have been achieved. During the initial phases of single
manager operations these economies may have been offset to an extent by ex-
penses related to adjustment to new distribution patterns, but once adjustments
to desired distribution patterns have been completed, signiflcant economies
should be possible on a continuing basis.

We have established criteria for determining additional commodities amend-
able to the single manager technique and have presently in progress a study to
determine the feasibility of establishing a single manager for general supplies.

Your apprehension regarding the difficulties involved in embracing the opera-
tions of two single managers within a single depot is not warranted on the basis
of our experience to date. At present we have as many as three single manager
systems representlntr two services operating out of a common storage location
with very encouraging results.

We do not, of course, regard the single manager program as a panacea. We
view It simply as one element of a comprehensive program for the improvement
of supply management of our inventories. Such a comprehensive program which
integrates supply management and financial management improvements Is in
operation and is producing positive results. During fiscal year 1958, supply sys-
tem inventories of the Department of Defense decreased by almost $3 billion in
value.

'['lie tremendous book value of total personal property holdings of the Depart-
ment of Defense which, as you point out in your letter, aggregates $120 billion as
of June 30, 1958, must be of continuous concern to all of us. For a full apprecia-
tion of the character of our inventory and the purposes for which it is held cer-
tain facts should he enumerated and evaluated.

Of the total personal property investment of the Department, over $50 billion
or more than 40 percent is represented by the book value of whole aircraft and
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1111d1 t4('iceI(l symi11iH IItI fl D II 1111111l of I fIttliHP, W~'i louli MVtl WOO (t VIIItied~ lit,.
$191i 1,111 hutl. %V It lItitle 1111941, yo ir, filit Compilt roller Oviieriil (i lie M oilld Si IlittcH
liii4lxts i I im i ittl iilit't' 4of rt'liort 14 wvi Itli id1low, h'yoillI iloltl Mth I1.10 ii thiii4!'H to
bei dtOIIu 1i) IIIjiiWOVPi I HtP 14Y14411i1H.

111 1951 11( li' Heci-'Iii r- of I et'oi9e oi'dt'ril tt t ilay to ipE't, t ho feaHi 11111y of

''lit ;I I, I huolgil i 91l't'9494iI , %WIIH fecIniilettd toi Novt'iilitr 1051, over HI roig Jiro-
tt'It f4ot' out oy Nlvtilit'r1- tol' both I i 119(1 of (oigrelim idt oh hi'it. A yi' i iii r, I ho
8ecom't li t 'I, yerenm9e 4t itied i iiar lu(1914 Ii buig blt'en, dti I e to liii litle 94111I.
14141 eiict', CO i Ii ti, tu(lidtIIt , an oi et toletin prodti~ Dit 4ideiur ai uillt'i ai j iitiEh

N'imii'oiuH itt iiil H Iiby ollIllH lIn ii Ow )liD4. Iit'iilt tof I wJet'('iD14Et l' file IIi'HuI
2 yviii14 lidllotle t ut tfilie Hhtiglt, i1iiiiiutgui lt111 o llifIt InIIuiouie'I lu0-1iil-ed i'ge'14.

r-it ey IM'Ir (4)3 t (.Iii ilfy 1( 1111111r. Mly lte(r to 1Wi1n oii F~ebruary 15, 10)59,
1IN u ollow4:

''CONORK104 OV T1I1M UNITD H'iA'i114,

I'lI hu. Ni:i 11. 15tlf'itoy,
"S ccre Irr of IDcfen1.4c, Dept me niti of Devfense, l1'utnl on, I).(.

"'I uEAR itlt. HMCRT~tiiAiiY :I leD ye reviewed Mhe ('141 liiljy of AmNHiHOlt Hei', retry
Nt'-Nt'l I lt''trt' tMle Io itI Elooilo Comiii tlot ott ihrtiiry 10), 10)519, COtloelli I Di,
Ii' t't(IV0tI'lit14, ('('tDODY, ma iieo'ity oir til l iie 1gbIiti flhget jianH for wi i.
Hk iot, vclt i Iig, niitdlt'ul, antI plti'o'uu lrohttot14

I'll 114 (1I8t.IDD'iiIttg to nlote filie wid' (1114111 l 1 Ili 14'tot'iry Mt'-Ntli]'H 1 (14 iiony
%%-ill fil( of oh er ttu )t'pa Ft bout of DI O )eioWI 1P8'4HS tftt' Cli0194I(Io10iilI Cotil-
iiilIII P III4 lIi rtu'e t yt'I I'14.

"1 W~i o Id t1li1 1kCt lie I 141tlIMl('Df tM uilt 94m t'ied t'l Ii('te) pIl ns weri e 114 hillt Ined to

(111011111011H4 tiVt'I'jItt11 IIg, thitjdleii vt, and D ii(ful tiily 94ym414i1D Iii le mimrittli;
mI on VIM or itl e I )'lii itnIittt or I efl'llit (01111idii mtoii'k1 vilue litlI $4.1l585,403s,90
014 of .Tunei :30, 11958, itt'orllng to lgtiureti you haive f~tiidso'ul the( (Iti','rmizoti,

''I''tii It (.118411111 rt'','i", if' lit' d mt rilutloti mitd ownlershlip (o fic sit) 41ggerFlig

iiglit 11(11 thaiiIt tills invseiitory (of $16 bli on 114 mlorte tMill Ili henir e 11)(10 budget
h(Il 11p1 (11dI111(1141o 01)0-14lii of i otir (111 j-elth of flip m it'oo bud1g1e1 t (o'ft $11 77I

veitt o1'e of $11111 bilion tire otily n port ion of (lie w,,orldwitde JDepnrtnli('1t (If l)(fen4o
lil'I'941il I ;'roi'll 3' Iit' e m (Itxof $ 12(0 billion from whIeb a $10( billion Hirlilus (1114-
potIid I ji'igItin s txjio'ttl Iti 11se1406(0.

''"i'tlit'rinore, th li any liuelrlug of 'onigress49ionalt cotnimiltpe4, the I loovflr
C'om inl14sion1 rt'ltort1, s41tudIies1 Ef the NIaItina Chambeilir of Comomerce', o11iirous
repots of (lie (

1 ouiitroiler (letiertIl of the United Htntem uatd ot hers Ittt to(( the
tligu'et Elf Nvilt ttiol fte need for iebl bettter iamligeiieuit II I tiheme areas Iti the
lDep'u u' 11Ent. of IDefenise. 'lpI(re (ttiliall beltile doubt Ailoat It.

"'194 no tiew Ideat. Mr. Secretary, whIebha 11 ee9 p1'TI1rovok~edl by recent e'vents.
Thep O'Motiotiey alluenineult to flue TDopnrttnent of D~efense Appropriationt Act,
10953, citiled i 1101 the Ret'retary of Dflensiue to deelop all Integratedl suplIy 143'94
tte. Many Metmbers of Conlgress from hoth 110119409 and parties~ sponsored the
mei14iue, raid so011e early progress was madte In Inmplemtentling It.

"After the termination of the Alameda medleul siippl3' test, wbich was n single-
Iflonager plan, I wrote to your predecessor onl October 24, 1955, tind tated1(, In
part :

" 'The whonle story of the Alameda test was detailed to you lit Conigressmani
Thomas 13. Curtis' 13-page letter of January 19, 1955. Certain of the H3oover re-
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'I
ports confirm the conclusions of the congressional reports and enactments as to
the need for more integration among the military services with respect. to common
supplies and services and as to the necessity of following alpplicable laws find
regulations.
" 'As I view the situation, Mr. Secretary, not only is the base problem of

constitutional government involved, but many other Issues of real concern to the
Amrican people. I will comment brilelly on some of them.

"The facts are conclusive that our educational facilitles-though basic to do.
fense-need great a%istance. Large sums are required for the development and
conservation of basic natural resources. Billions are needed for highways and
public works. Costly outlays for fundamental and applied research are a nmst
if we are to keep ahead in tihe technological race. Our health institutions are
not in the state we desire. Oppressive taxes should be reduced, especially for the
low-inconm groups. The budget requires balancing in its turn and the ever..
growing national debt reduced.

"As you know, I ann, alnd have always Ieen, al advocate for a strong national
defense upon which to support a foreign policy. It is also essential to our sur-
vival. I will not be begulded into laxity by the palliative tactics now emanating
front the Kremlin. No one dares be. I believe that our defenses and basic
institutions should be strengthened in every possible, wiy for the long pull
ahead.

"But the evidence Is conclusive that the overlapping, duplication, and waste is
of such magnitude Iln and among tle military services as to mnake possible
enornious savings, with no loss of efficiency or military effectiveness, and thus
release funds badly needed for the objectives listed above."

Slnce that date our fiscal and defensive positions have, in may opinion, worsened.
The national debt continues to grow and the budget, if balanced, as sonie
contend, is from the bookkeeping point of view. It does not provide for invest-
nment expenditures in many fields.

It was for these reasons that I slmnsored the amaelinent to which you agreed
in tie department of I)efense Reorganization Act of 11)58 empowering you to
"provide for the carrying out of any supply or service activity common to
more than one military department by a single agency or such other organiza.
tional entities as [you] decii apl)ropriate." I realize that this statute has been
in effect for only 6 months, but the single-manager plans have been operating
for a considerable period of time.

I will appreciate an authoritative evaluation from you as to the success of
the single-manager plans and what is programed for the future as to other
common classes of supply and service functions. I might add that it is not my
contention that the single-manager plans are the ultimate. I can visualize that
It may prove to be impracticable to have two or more single managers op-
erating in the same depot under different departments, and that something more
general many be required. However, It does seem apparent that steady progress
must be made.

This is a subject of wide interest, so I will insert this letter in the Congres-
sional Record and will afford your reply the same consideration.

Sincerely yours,
JOHN W. MCCORMAOK, Majority Leader.

ASSISTANT SECRETARY OF DEFENSE,
SUPPLY AND LOGISTICS,

Wasuhington, D.C., June 28, 1957.H~on. J~oHN W. MICoRMACK,
Hou8q of Reprcsentative8.
DFAR MR. McCoRMAOK: Thank you for your letter of May 3, 1957, transmitting

a copy of the May 2 issue of the Congressional Record which contains your re-
marks to the House of Representatives on the 1958 budget, with particular ref-
erence to the original O'Mahoney amendment, section 638 of the Department of
I)efense Appropriations Act of 1953. I note that you have sent similar Informna-
tion to Secretary Wilson as well as a letter Suggesting that my response to
your remarks In the Record be included in a subsequent Issue. Such inclusion Is
quite satisfactory. I appreciate your courtesy in permitting me some delay in
responding to you.
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On behalf of the Deparlent of Defense, I welcome the opportunity to furnish

you and your colleagues -information On points you have raised with reslpect to
this Department's compliance with the O'Mahoney aniendient. First let ine
state that we enthusiastically sUpport t ie purposes of this aniendment. We also
share your conviction that econotnles and elliclen(.es have, can, fin( liust coil-
tinuously be effected in providing good supply inangen(nlt within tile Depart-
ment of l)efense. This, we feel, is the obvious intent of the original O'Mahoney
aiendient.

It is fully understandable that varying points of viw exist as to how supply
nilanlagenlent im11provemllents (-fil be brought about. Althogh we have recog-
nized our responsibility for doing this Job, we have always welcomed tile views
of other auithorit It's find the suggestlhnms of all those who sincerely desire to
aissist is Ili these complex matters.

Taking eionoimy fin1( ellency to he the r(al ol)Je(.t ives of goodi supply nt-
agelmient, they muIst he alplid( to each stol) we Nike In formulating find clarify-
Ing policy actions affecting our supply operations. Because of the tremendous
size fnd scope of our sUtpply operations and the vital role they play in the Military
FIstallshm1leit, It is our Consilered vow that achieving good supply mnangenient
(annot he confined to a single formula or techlli(li. Centralized lrocur(iilent,
for exaille, is not tie best and only solution in every sitnahtion, Just Iecatise
it proves to he the best method In till a applicable case. We must, not seek uni-
formity simply for Ilie sake of uniformity. Neither should we uIse solely the
technique of Integration unless it will produce efficiency and economy. We
favor h1itegratiol of supply llanagement efforts wher'ever we e( til obtain ilproved
performance with economy and have demonstrated our accel)tance of this tech-
nique In some of our programs reviewed later in this letter.

looking at supply management problems Ili this light, we feel we have made
progress in carrying forward lhe intent of tie O'Mahony ainenliiient.

To a large extent our stlply management lrolem, from both a policy and oper-
ational stuandloilnt. falls III the category of those commnoni-use-type items where
great quantities uind varieties of miateral are moving through the sUpply pipe-
line from producer to ultimate user atid In the coninon-use types of services.
It is In this area, as you will recall, that the Hoover Cozmmission directed imich
of its attention in reviewing Department of Defense operations. It follows
that our efforts have been directed toward Improvements in this area. We feel
we have taken many steps and accomplished a great deal toward eliminating
overlapping and duplication of supply operations among and between the mili-
tary services. Here are a few of the more important Defense supply pro-
grams which have been developed, not only by our desire to improve these busi-
ness operations but also having in view the objectives as expressed In tile
O'Mahoney amendment.

SINOLE-MANAOER SYSTEM

As you know, we have developed and are Implementing the'single-manager
system of management of a number of common commodity areas and common
services. This management technique is aimed directly at Improving tile effec-
tiveness and economy of supply and services as well as eliminating duplica-
tion of effort In these areas among the military services.

Under the single manager plan, as applied to a commodity, the Secretary of
one military department is responsible for all Department of Defense supply
management functions for a designated class of commodities, from research and
development, procurement, stock control, financial management, distribution,
Issue, through disposal. This system establishes a single wholesale stock of the
commodities for all military uses centrally controlled by the single manager.
It eliminates dunlicate pipelines and wholesale storage, minimizes cross-hauling,
and promotes effective utilization of stocks, services and facilities. In its Olera-
tion, the single-manager system Incorporates all of the beneficial aspects of the
Alameda test. and goes far beyond the authority vested in tilt' Army during that
test. In the commodity field we )lave established single-manager assignments In
the fields of clothing and textiles, medical materiel, subsistence, and to a limited
degree in petroleum products. These assignments Involve more than 45.000
Items.

In single-manager assignments for common services, the designated military
departmental Secretary exercises a like measure of single control of such
services to meet the demands of all military requirements. Assignments In the
service field to (late are the military Sea Transnortation Service, the Military
Air Trafisport Service, and the Military Traffic Management Agency.
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For each assiginuenti made to date, an operating agency has taken over or Is.
it the process of taking over single control of each category or service front the
several offices which iperformed such functions In the past. All are progressing
satisfactorily in accordance with phased plans and complete lImplementatlon of
all present tisslginnents Is expected to be realized this year.

Althmigh lit, single-imitnger plan has been itn operation, only a relatively
short. ierlodi of Iline, notable accomipllshments leading to the ecoinoies that
yoi, the Congress, and we in Defense desire, tire being achieved. Some of these
ire Itis follows I

Al'diel ita ttrit l.-There ias been a personnel saving of 75 atillta ry billets
il: I !3 civilIan splices. The iuinher of Iteiis litiidled 1ta1s ben reduced front
11,652, to 9,501, it decrease of 2,151 Items. A distriluion system currently
under estIthl1ishniilit is expected to operate with 12 torige and I lsue pinits
whn'e tre' 'vhy 19 hod perlormed tIis fln iton.

tib.sisleac'.-A eotithiid lersmintli celllng of 1,700 was formerly required
by lill rvicVes to Ierfortitt lle funtctiois now assigned to this single mitnger.
This citing Is tio e reduced by 5 percent lit the coming tlscal year. A new
dlistrilbuiIon littlerit 1s currently under development in which we seek to estlab.
lisit it itore effective ial econotiictal systeit than existed under tlte Od organlza-
tiolill concept. Tltroutgh taniditlzith, actions, the number of different sub-
slstetit(. 1e1s has Ihe reduced froin 1,978 to 1,027, a dro) of '18 Imrcent.

Clothinig aid tcxtiles.-,-The proposed (listrIlution system lit this area will,
lse a it oll of i1 (list tlitutbllh iit reserve delpts lit Ilet of the 38 Installatms
tow used by thle tilitltry services It Ilidllng this (onmmdilty. It Is too early
to c(IIIIIIient lit Ihis , hit, oit ImssIlble personnel reductio. lin tie stndirdlzita-
tion and shiilifleithlion area there his been it redu(tion I tile number of sei-
dress, low-cuit. shoe lllsts (Indivldilt stock numbers) front ,111 to 113, ,nd itn-
dlvidthl shoes front 7190) to 152. By Ito Imeans Is this tlie only ntlon vhihll has.
resulted lit i red'cltiio of clotlIing and textile Items previously stocked.

I'e'tiollin pridfiet..-Thls Is our ittost recently extla hlilshed coitntiodit y tIssigt-
meat. The (list tirtitioi laittern for petroleum Items Is (,urrently uhtier review.
We fully expect. t) achieve economies similar to those devlolMid In the other
(11lnln I todly ill'elis.

Signiflcant economies are being effected siinllarly In tle service sngle-ninnget,
assigniens. As experience grows, we fully expect tlese operations to result
lit even greater economies and Increased inaugement efficiencies.

8INOLE-sERVICE PROCUIREMENT ASIONN MENT

We are also continuing to utilize and Improve the single-service procurement
assiginiient system which has been in existence for several years. In the single
p)roeurement assignment program one of the military departments, through Its
noril procureiient system, purchases all of a given glass of coninodities for
Itself lit(] tte other services, lit accordance with their reoulreients. This
program covers npproxinately one-hilf of till Department of Defense purchases
of material and supplies. Exceptions are made for local procurement and cer-
tain equipment of special design.

Included in the sIngle-service procurement assignment program Is our plant
cognizance prograin. Under this program, for example, each nicraft engine
and propeller plant Is under the cognizance of a single service. Tile cgnizant
service alone mailtalns a contract administration staff at tle facility and proc-
esses orders to tle plant for all of the services. Steps are now heing taken to
place missile plantts under the llant cognizance system. Even where plant
ecognizaico has not been assigned to a single service, one service normally per-
forms the inspection and local contract administration functions for all of the
services buying from the plant. We feel these are highly significant programs,
often misunderstood and generally overlooked, but which In fact eliminate over-
lapping and duplication of effort.

IN'rEtNtERiC SUPPLY SUPPORT SYSTEM

Still another Important method for eliminating duplication Is found In the
Defense interservice supply support program-a relatively new but vitally im-
portant phave of military supply management which assures the Interdepart-
mental utilization of all Defense supply assets before new procurement Is
undertaken. and which prevents the disposal of Items for which any require-
ment exists. Implementation has been progressive and at present there are
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18 commodity groups wberein this method of utilization is being effected and
it covers the long stocksrfor 1.6 million items or about half of the total items
in the Defense supply system. As soon as certain administrative funding pro-
cedures can be altered, the program will be exlnded to provide for all stocks.
Plans are now being made for the inclusion of another 13 commodity groups,
which will cover practically all of the balance of tihe supply items. It Is im-
portant to add( that through unified commands overseas, responsibilities have
been assigned for coordinating the efforts of the subordinate service commands
to provide for Interservice supply support within and between their respective
areas. The Interservice supply support program also embodies in its concept
the utilization of common services lit geographical areas, such as vehicle main.
tenanne performed by one service for all services in a geographical area. In
the second quarter of fiscal year 1057, goods valued at $25 million were ex-
changed under fis program.

OATALOGJNO

As you Indicated in your remarks In tMe Record, the Federal cataloging
program is perhaps the most Important tool in the development of Improved
supply management. Now that the identillcation phase of cataloging is com-
plete(l, major effort Is being directed toward completion of the conversion
phase. I am pleased to report that conversion has progressed to the extent
that about half of the conversion Job has been done. Total conversion to Fed.
eral Identiflcations will be completed throughout the military supply system by
th end of calendar year 1958. Moreover, major plans are underway for the
active and progres.1ve utilization of this catalog data for all supply purposes
throughout the Department of Defense, from the development of specifications,
requirements, Inventory management, warehousing, and Issuing, to disposal.

GENERAL SUPPLY MANAGEMENT IMPROVEMENTS

Now as to our comprehensive program for effective and economical manage-
ment of the military supply systems applicable to all functional areas, there
exists today a large number of established uniform policies, procedures and
guidance. Several of the more Important of these are documented as follows:

(a) The Issuance of defensewide arnemed services procurement regulations
designed to set forth uniform policies and procedures relating to the procure-
ment of supplies and services.

(b) The requirement that the military services shall minitain accounting
for each item under their control, Indicating a comuoition of their inventnrles
on it quantitative and monetary basis with respect to con(lition and purpose for
which they are to be used.

(o) The military departments must furnish periodic reporting In line items
and dollars on Inventory transactions and on-hand assets by material category
group for both principal and secondary type Items, indleating,.how they are
funded for tire purpose of providing a review of the effectiveness of the Imple.
mentation of sound business policy established for the management of these
Inventories.

(d) Policy which prescribes the use of old stocks before new procurement of
ilentical or substitutable items can be effected.

(e) Requirement for the military services to consider serviceable or repair.
able items is part of their active inventory to the maximum economical extent
In lieu of new procurement for these items.

M) Establishment of a system for the optimum use within the Department
of Defense of all materiel In long supply, regardless of which military service
owns these Items.

(g) A requirement for the military services to place optimum reliance on
commercial or producer distribution systems.

(h) Policy to provide for the positioning of stocks at final distribution points,
It known, or for the storage of these stocks In the areas in which they are
actually procured and produced to reduce the amount of crosshauling and back.
hauling.

(I) A requirement for the military services to use commercial warehousing
facilities rather than new construction.

(1) Policies which provide for the positioning of end Item equipments In
gengraphic areas by make and model, which will reduce spare parts supply
problems and reduce Inventories.

- $4 4
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oli '1141 I1 44 II I ll~4t ~ l i i for f141w 4 I441 4'4444 ~4I4g'4 441i4'1 ,

"I l 41441l %%-fll% lile 11114k 41%.1 #)ii i ftl ffv voit44 w iu'44l I l l li lt 4(i g , III,
loll4.14- If4.411 Ill" fil 141 ieii, ill 1.0 Ii.l11 1 4 r fl* 14 Igi lili 444'4I444141441

''1144' l44411 i lt-4,1'I4I 441414 lI 11i~ etliii'l Ilig l i'ii~ 1,11r 1 Ifo'4%'4'' V'4'1 4,1
lilt I I'l I~II' ri l 14 0 f41ill lii'.#4 it 1114' 4%Iii iA4'g 'I 1. 1 4 $$ v ll~ii 111'11 44'.y ~l ' II,4' . '44

iii'4 '414p4u.', li,, 144 i os ''ii, III,, Ilsiid rm i t,, ,m orC;Ia ii-1v1 4iiiii, vi-ir- 4 'i4Jsl

l11o 444, vI'44 111111141 411 l lt ' w ll 4 d4'1101 i''']Ii gill' 11 1)(1 ,1111 g41114 1 14'141- W1.11,'4

oilii' floi , I ' I I44D l. ll f iloi. i fI n o , IoI rttiii.to.v ii-t fr f. iiv
I Il , I I - '1444 - 3I441-11 114 411I( I I'4'4410 1 ". 11vI IlIIIII hIs I I 1%, 111 1 -4 11 Ii ilul 11. l 1ie' 11,41Iii 1 44-$I Ifi
I41 I it 1 I-Iii 'iil o I-I Itoit I(444 i I 1 Ill I Il II -l1I4 ,11 44'4I444-111V I ' 11 111 11-f III 11-(- 4 1i~'1- lV oo , t

1111 '1, 44' f.% ( 4~j NI1144 1 1 141 111 1 14 14)1 14.4i~i~iI *',1441'II u ()
Mi1'y I 444411413 494 11 11 1v 1-1t wo iii fi44g4'v , ( .IIII l ii 441~i 'ii irlIIy. ti ntor Pow-44l44

Iliv eIll 1il I EPviIl-1 ii 14111V til~ M o 14114ily 11,In 1 I I I4,,11Ii 4' 4 14 4 11j4r 444' ob e l e of
l41i- 4 D 1111m. DI 111 41 411 4'4i 141 '111, HI 1114. I'4''4 i'4'~l i 4441, 4' 414 It'll 44 1 , 1 1114 11-

1 I'l11.i1-1 .14 44 IIICIId Iiv i' vig' 114114 90414' 1114 Wil 44111 1111 4X 4'l4If) li 144 11941''01' MW. V4% I I41 4 l i l

No gh4 v 4191 111111 1141 f'I4'11 o i I l 141 114H4444 11 114'I 14-ol 4,(441414413 1114j414 fort.

01141 '41 I I)vi:1I 4i:
IIlilk vil11811141 1141 f'IP4I4~ ( I(44 1, i41 II(i. i tiol

114411.,111CN1 MC(i 444;V . VI444N

Hve4rcli'hp of )Jefe44Mu,
lit 4)1 I'll9 I of1 Jh-froltiv

DII MR D1i. NE(IIEC:A44Y I linivI' readi4 %%-lilt lrite't, u Ild cotl144rai Ie iir1,orIHot the
teller dultl Nov'igilar 1), 10155, f'rom4 flip JIe-iuty Asi44im413t. M44retslry or iiet'rgu'
(1H. & 1,.), Mir. It. (0. f,44h1ir, 'Ii'., 144 r(e4ponme4 to miy f4t14r of Oetoer 2W, 1955.

My Niirprlxoee s f'401 rom the fact that I have al1so reviewed Air. C. S. '1hotmn1i4'
414i444"It'l fili l i of1 41 N44'i 444i- l i, 1:1. 195:1. Mr ~. '11. 11. Ph k4*'m 4'.I44imm riti (,tlo (Milipply oni
Loglititls-M)) of July 27, 1054, to Congremsnlri Itlehilman, hIs letters or Hejptern
her :1 41414 201, 10154, Io ( '(i4(4'41444imi (Iteorie 1'. M iller, I 194e4 (if Noivembehr 18. 1954,
Andi .11 11114- 4'3 . 1955, I4o ('441gr'141wo44444 0 111o rdfi,, 44444 ym'ir lorf-i relonsm S o.
11,10 54 flod I11i-55.

S1 1 44 Sou li1if, iti J40'Mi'4014 revI4'w of these14 4444(1 re144 1(4 doem11i14tt14 will ('on vi44(%
yll ir f4'Ilip 1i14u44iiee 441 414 01'4'4 pim 111441 f411Ihlt yoi41r (Ifflee li,114 44410941 (41 opioti
j4041 11444414 witlI lt it y'44i. 4' It, ou4 14 it-i' od (or tinaki t41 l wo enit4'Cv(rI(. of1 ('o0i4)f
a14pt)y lteniH- eolc1 and44 fsuhn4stence for the military services.

1I, appears to file thtilte IDeTp4rtJ4I'4t of 1)efeivift11s1 r('trouirE'1414(4 to whorl'e
It %4114 on4 *iity 17. 1051. wh%'140i1 3')r ree14sor'4 tlirev'tii'e- sith4P.:

"Pior't3 itiy slii siill lip giveti to tlie feasilihtty of uM4gniig to a Single mill-
tary 4101)4rt141041t tlir' roopo4IllIIlty for pro'tiiremnlt. distribution. ineluding d1epot
14t4rnie lilt(1 1Issue4 for elwwqe of commuaon itenis4 of iiptly and4 equiipmnt. 110(1
reiot 4441114ten i~e (of' suichi ('(11lmet. '(41i11l su4pply 1t4'4411 sh14l1 he the flr14t
Cftef'oi'v ti) lip 1t14(11".'

After 414 years4. subsistelnee 14111 been sillhstitIut4Nl for inedical 4aipply for an-
0l44'r tes4ting. anid In 'Mr. L410f414er'4 worils, paraphronlg the 19-51, diretirp

All"



49)8 1IMl'AUTI OF 1)lEFl'N1IH 1'lt()(CIItl'Ml'4N

It \voiti~t sv't'ii (I 11( lilt 111u 1 fil it) Ilt It it lilt' ret'iltt. 110 m11 11 1 ii'I lii I iti i I IiIlIly
\v Ill vil lit'i lip' itgiit'l it) Nov ~y wvhit'll ii ii111) 1411111 "l itrltIill s i eIu IstI Itt'r, ori
iguill to) II v- Ariny. Ast tlit'it will twt'ut tiuttly lilt uit 1111l ofI ttiiiifii iluly

viI I tgture' III lit, 1imi elgt'il 011t14t''i~ ttt'tt'it4mill.y IIIIII fil ii lt t'giit I 'd 1111 li lt tl4-ol-

o i'ld1 i4 u'illrol lifl tt I l'y lp0,)101YP P14P14V, il i I
1111111 NI VIIII viitttes elIMAK IIIiti'Ij oll lede,'.

itWIO til ( 'jt'8 I)l (h press..

I 4144rl )ryiMn donu .iHtr' its loi 104tseto' ortl i orlt

11011 glveIN \V. thto Oitl itNt'iAICt, y Ilt t''l'' o'lH l~l'111l~.i tt. I)iu

u111A MR.t' by ORAC th irttHt Tet'ry Ntlaboe 1111 it' Ie Ime to rply uitoul' yof let'

byti t 'trt 11111g I0 1,O frl ip tiI(lbtrot 141iti. H~ell

NV'll' It~ Is tite ti lt' ~t 'tti s rls prpt y ni'iilt'l t t ' 1 e ii p $II bit io fhit'.~tI
11111111y, . Iit ' futli llI1 httltetif lal of I lutltt r oe t cttn) imt1 ts tif m itle 13 tlii biztt
nut il 11111do o flt (i' iI-lh I ve lii Ilt ad ute ottr chirugtiu t 114 igtt ; vilgoil
ll~yi11111011 tho((ilhout ty ihprtn'nt ofm Hr~ Dtfro t'ttIIy-yit fet'.liv"i
II'A'give iia t tibia oiiitit'treitd o in ' nt lit% ' r ice fiort by Ii i'u ri itttof 1 tDiitei

pls'1 li to~ ti5t, 11-1t lti e ttu f ill sutplu pro1 ert7 , baotttid, litiu orit'm o'ml, hono
on'til t'ut by flit' 1 vies.r 0verii tnd Abovfene tis ttimeIlw vion et 115 ngeiio 'fit,

tolli'fol't toft 411114 uubjeu't y'h areAlsd Inud titetterooti t ndotery puitt 1)ofets
frtii Ciirt'si thti CuprtIlloalIet. ~ year.111 1'iletol 11d\vfir 11181111t

Afblter IAee152 of fiMCotiginCrtk', etter thpifedb 1)1parvttnent I of ieeoe ex1en-
Vl-lyreq.'I'w& (lilt loelllrt ofbIet W( preog-e1 tas vIlot fully Initl
puirsetd trogties t he lertet t oflefeitneelniaeitte'sir itl~
tiollitit toerlip~n "\11la 8titbi Aclrt 19l, Asitcgittt'(1,An fulli ystt, it ilois
Iliverldlrentt to he Deparitent of titty sl Aproittieof At.i1053. ou dlst rlI
to tei fiet lit, ongres 8 111114 speciealdlyt ietrte it te disoretfIo of hes
feretar f iefettse 0itearler ti er.ieti'bs telttsfriiehgtt

supyAfter lp f lbut Ian Ceurtofs letter, thet of 1 )enittoefe xei

Theq bh'deqlretbiet olt prr f Dees tpefe'nteatinint te O'Meeaony dtnend-
mit And ourlitive AndO8 estis itipoiithei dlreete suptpoy sytrem Irortta
nefe directed mtnaeesta114ibamednd ot Isny etpre o upl htetor I) trutht toll

Prstit toste dincretio insvseciia nrsted In the ertr fdiesceto by Conge
torear ofDfnefippwrt eterminie the, best niethods ofr eiintgmieesryorlpInng Me11111
,satiln Ind thistupytieloni prb of tab !,n a pratica nteg red iime Ysstm
Te( aslheofhe teit et fDfndIse dlineni-tuace wer th actt lery withilf

the un t il, disc retion Ivested Int the Seretry of Defense byth Congress
-Theo I h slip fior th d o inepetaiso he aatinal, ineurtd Actpl ofy1t47,

-amended. and the O'Mahioney amendment Is set forth In greater detail In ai
memorandum to the Secretary of Defense from then Gleneral Counsel Wilber M.



euIi in e I o(euditi i tl l'iittg toil i.1111t ot11PO141- i )i'ti'itniu 11111 te 1IIall I nv''(108 'Ito

(1iv11, it ii I ito 4-lit IIhilteiit or l it ii oi , lti' i'vnutivi'H b evii',iitvli' iti Muit
itiII- foreil Cli- worl ide ii ttn'ti. i focs )'ii Tiu i m Iw iii. h utt im afllilte tge i '.e
11Itt('TiH I lit Ith' hii ill4-le iy In4 itt 'til vii' i tl Idoltoii 11it fiutitlit i H lJl i b ci'tt . I u IIIt fti g o

tint 6141i. I I aitin it s lm i ch ti'ti't V l ililyfo Hil utrat rsqtil (lHH iel ig iin, Wi' en ft
141tIi't'i an I itetiitI tilg wi I 10 .11. %Vt11i a aiti 1lii 1111 1 13 Ilo n illt! ini't H11111- fli lie 3ilt r
11151, plicy tar lile' t t( re gt'ti li'r vol ittitO and litndIC11tiMH O I 1 lit101- andn'rli spl

1-011ltli 11Itol PIroHn101eilhil 1g liil ofe liiifolm They
Illv oti iyliuj olii'tl lie 111i'Hi1i ito tkii flinlt ii tlr HPTorN- UP, l lIttiV Offti, Oanee-

(t i'ys O11t14 t olillt llip i vi ihiillitli l lol l iw ei' 111c. bitti y tittg'I tt fielil.f we11 11tavo1
mliii ii ii In ITle til'I itHll, H f ti'uiii, mi d N fill!at io ,I0 ,; i h o lite lutn nc r(- , ofe
inelammioveii iii' Jt or'iH( Jnilrl lie 60.11,d ''lu MaaeCanoill ty1H"I~~u-Ho Asilgn.om
11uot41 coot'lu ele e. ')flill- dl1't'tl1 , I HerOp3' 8 It .wt ll liva forwaI ll to ynow

on Ni1u'it-ii'' 7,a ni wiiti n Itliti int Of iitl h-anclosed heeIt, lsannignu.
t95t 1 i u'' look i''ru fil eveA rlatter antIII Oirf a ad II(M1 repItIIbity orvivl ig fo
suli fii'ind ot n i t- 0-tlin i , y H nih(',tu tihlci.ln ad t''i.'io h
utlt mi~ay )( ii ru inerftne ~vto ktnwar latl1rul. Il u 4o tt n inilfle, nitt

(ttttttltiitt' thu ('t~ll ren Httl1tith fI frhe rfil t rltIl n1 u11gid deehn t It rouve
evolved itt' I'( inponiudltig n to lt, acnariiitioni e cnet Tironepttiit H ctrmlin
t011o1,41I tl'otet, ro ttci lu, ntcil ovembe 4ior, 195 titrti tlot tra nrta o,

futi' t'iti'1i (ltroflbilim a irec n ti ry M0 r.111, whethi Mner r m iy Ai gnr-e
at I lti 'orpn wlIll(. utllnl't directie at cou (itrtf dettrt whichwsfowre to
uoil Ninary 7 fill(] I till adrean (-illy eutof nuh-idI receive nibelsenc. tms
tol le Herrie i ar thetArm fitlwii atheortt ry lo the Arty ofl pruvidintefr
uitf l('ItItro, fiont ich nu11(irplerv illce pusilndgoh the u4adMitiltar ofrvthe
willr ltrye dtiiite ltH Mifr wtnwnin.ar ane flirnbe asgment h rywl
lutltlMite1140110 r(6111,11et flipl tield froreae and devel ocl topma'ent trwull
daredu eoui'H tI1ol Inludartment o lefnstandadtizten eprentofg the rmy'sa

tItnlhrocuremeot, pditiuction, In Nuclt thatoageuh ditutnioln asoelasn
adhuh111ttfit eltn arceellnae

11V1eN MIN n'in Ct curetycoli lelng thistributedtrofg citing syteis conertbt,
for eco tribit ars. iiar evcwelw ry avArFre

ope arinit topsite fordgin iscusitsiongli areadstribteo the o e for nt wheh t ll
miaryr'ntif efense Ii nli. toe Vhieuistheiostn receive tindi econoItms
wlogitcare uItior f okfnwil the military foref Ith ue Armt will ariitern
fnobtr o one which may hie, ril e-nche d o wrhfohtleanilidtaily studyce
ofl reosnurs i he bashiu s of ithedereals Th eonln o heAmywl

ttt hrtlo pr~eretuuy Wlilson, Ire hoihl( luhike oak youverincerell o
yore nulvac tof Deatont ntona Defensene. The teg ten in eve Amossl
waspof0i1ilinationa defeibtins and urh bit institutios will crshin my opiion bs
promolete byem our coitine(]rgesI.h lgsisfed Ihv prcae

thi apnr alto eit acona int umoe feallyiwit ofr apoigram. CoCt 11
othercmmodiy yores

Oil~ ~ cuul AR.Qotan of secretary ilon m o fle to ihnn yoiuvry sindlpric*fo

your~ ~ ~ 'doee ofnsrnrntonidfne io teghnnjlieeyio.b
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&R '10 l i f 1 1 t li sriiiitIli'utii r idii dii41
t'l 111t ,1 li't ir I liit'l l' ti'1 141it3 II Ilt 11 i1' i vioI i'iilli 3 l'ii'

lli %It 1, 11 .iii 1111111'At't ii :i It4ilt1~~tiiIa i 141. I41111 i l'Ii'i ii~1tt iiI

111111111 t'l ill a Ai , 1ti it 111111 2 I h' ii w i I ll fill' i'\tw l t' a i 1411 1 v i l 1114 'II I 11i ait'a ii
i 'eCla11t . ir'ttt I li ti O f.'i 1i.) t'illa li, til itt l a DO-ii il'114'4i ii Ii'lii iatt

Ilit 1i141 1114.~
Ni1414% 111'.141 IVII 1.1 Ilit 1141 111 111111 It'll J i l i 1i' li' tttltui i' '11111 H1 1141 14.
"~'It'~ I 'I'1 ll t't l St at t '1 fiii r ll%' R*ti k ii -I iijit ilii N I fil 0 11I' 4, 1iii i 1i

l o l i ll, 111114 of 111 l vai tl~ lill' lit I iii 111 i11 t1m vIl t i li'1 41 lt lI i1i111- 1411'1,
114ll'iillti mit' fi'l IM 01 % 111111 it'i ii 4'''ix' , 111(41441 ii'i ll' 41141~i, 11t 1. i'ii

oft $1'11 lit' 1111 t'i 411111 li ~i ll.141tlI l- lil 1\ )1.1 A 1I41111.
V0I 1 41%4 11.11i \\'.f a il t'iI I 0i haI it I )t ailtllt'3' a1114t111 'It I 41 litti 0 4 1w l t'ih1.1 t'tI 14111 gi't'1i Il

11111t1, w 1 :1St 111r M liitil I W l g t 41111 141" 1ttliii' 111 "llt't't'14 1 114. 1m-'l 11
41 it' whal 1 41 timll 611t 1 i'Aa1l' 1t'4 I W4 11 11t' 111('t It who111 lii 1111 iigi ' li44411111

Tlifill 'irts 11:h'pat' ll.-i, 11I11 JillJ1111111M i), 011I. ( 1 1'1ialn 01 hit' it i

11411,11t'w dold t'lvlit' 4li11111-41 tl i lt' O ll 't't'k l rI ll\\ \\.fClit rv4ijig 111 f ill,)1V11110 laws an

Als I %it' t1ilt'stllIn r e1'.r' o 013 i h ai rbe fc

stitutiolal (if i rll11t('14111t \\~'l l bt. n'v-ane Il e Ow ue o11i'1)l 101C111 S. 11 1,1 to tile

01111r11111110111 1 it I 1ill 1 t1,111ill 111011 b el o141111 \u o )1-11111111f thienIi.:1, Til
Tilt' 111101t ar\ ('110 41 lt tiWi our,111101 CttUt~llow 111 1 111 -fellties-tlliult li111a1si 14c 1 t oo

litnse-net'd1 gretwasislle 0 L111ale 111154( lv qil 'Ot170 -11. 1for 11 Jii d lpll- n ofnt
04,11r111i0 o10 bask ll, tllra11lesor(slli ons ai'e1I~ Sneetlo" 11d fore 8IlIglIway atlolNo.

if w ar t keep aheadll 11ill 1tlile dtellno. ia ae u latlIsiuin r o
Inte statelt we deie rssivevi ta11es Mieu 110 1. l'e llfl epeciall for thei4.1

lo-noegousl ugt1requies ba11rlncing if fite turn1111 and tIle ever

11ow01n1 1at1na debtll redn et' 4 ed.iil uil il efle 111tq
Asyo kow 1441. i hv alwaysw be110. anr advo'te fr 11he str. ong nat11ioa

qlereMie Mpn ile td oo Straort a fore iltn policy.di Itl It'als escItia toic011 141

JIval. t illpnot be beguiled Ino aityo by l th liative Ac111tis now111 l ema atin



frolii I 19 t Kil4'91911. No o iiiii ho1re n, I believo t 41nit our aorvilst9 aid w11iJOfiC 199.
id 11111141194 941901914 In' 9411I4'igtil'l9ia9 it, very 19094941h14 wiy (05' I it,, jog will1 9911(903.

Illii (I In OV 141091994, 19(cil119M41 I ho I. ti' overhi j,),I IIg, 111 Iti'll t ioll, 111 il wi HIo 294
(or ouvh 09 itnit tiii Iliid timiig 1110 uilliiry service'9 999 Io( 1 itiim Jl(1114IMP o('nor-
1194.119 fli i 994, %,lilt 99(9 1111414 fir' wootiii'i y )I-, jimi r lit II''i' e'{IveJI(om, II ii t Ii 19 r(' si soI

i 'I4944191 ly, I if,94 pi'i t191119ti l' 4'1419'91 ily f-oo Uojm piteI94m94 i9, timl r'oir
twirv lvi' ( Armiy, Ntivy, Ali I '1ori-, i M lIIm-S lisve til 991101lotlv v.ii 41 reln'rvo
, if, sv:uiomo i~i14i #or syi ,w9bito,tit, sm ii 9v'toworitsm or $9,If399,94,or if tot o
fsirt $1 (II I tl841,49y ), I). iiim 10191, ii irgi I ioigli it IS,4,94 uunly it t'rmii' IonI l or. io 
foil iii P5' l90 l I roj a4i1 * 119 Via1(111-414 II i l ti 44-'VINI 9. ( ii 0 i l d tJIM I' 1 oui0 y ln if OM

i9999CI414940919 I i111#iil 1e'4i41t9 toit ii' mm~949ijoy itimm999 I or IIi,S )I '999, tip t 1(61r
919191 liiIIi1i Il 19 I i ll li IiIli'14 I 4'ii'~i 94*'9t(919 4illi' 1994h 11 ,9,94l (of

si191 4'f 4'lt f i VII 1 11if' 09 4 -t o'
'lg 9 'I'o 119119 .191 1 i ropoI y (ilmid NJ9(199IJigrii 99iVIIlb Iivi VlVm499 till 199911 tell

$2 1111119199 1111111 i ly, 11i1i ill11 11 4bov I hut. Ilv o In944 194919 ho i-t ila ii'94919 thu; k99014Il e rviet-14
IIIli fop 'II4'14'l ,1411944, ilizi/9115m1 o9r 9119lm 9 Ij fit' I lil imi(9119 1149919. (959t
O vIn 9111nry, lilt,' 9b1illy iN~ or19 49'pro1((lfuil iiiiinnm ill 9991 41i4'14 ile'I ('999 in, ily
1111 41111(9 11 o f.I i l,9' V i~'v ia . l 1 tii ((99101iiiivo rc m o oit 19,1 99911 or19 l114'9(9 t. it' t "
4'i111119i99l 114111114,

I 1411411194 111111-4.0111, II 111919994 (o iI sy llm 999im9114rwo9y wideli~1 tiro' doif949191 to
499i'irr' (fit, i19(9 tiiii111 'i(t114 fo 'Nhi-owmiine'y I 999(91'

If. III iiiY 11I' P 1i0'4( li l~i 41 94114'4 .1 (if 19 1(1 lelot wid un '1u9 r-I'jiy to h'Moinlt9('T of

11) l(411.l~1194 ill, 1 14' I 1V1944(.
Hln'oi'eiy yiunir,

.19N IV/. MCCOHMilI%9A:CK, A)IiorIii Ibi'dcr.

I M -mi~ ro-eli' 1i 4

I 191' .91 Ii %IrN'l or 1i9N4:

With/I I Of/ion, I),O., Nowvcs 11c-r 7, H15.5.
I u-1-1 Pol .4 II11 i91j Iri'i',y M'.'949Iwi9 NN9tNC y9 laY I 9;VNA, I)l1'AICOMITE'

A III'w% mii 19491 ti 114'ttiil Supply119ii3 of' (191111(i-ll.we i'09111,frlfil-ty'9 Iftei to
Jill itIIIIIIIl'y HP4'lVN- WIN9 I%'14 99itiounced i'iIn11y by3 MIr. Ite'idi,4' 1t. 1419('rt.10m1, .Jr.,
Ii('J959% I sviermat % or nri' I 4t'I'i.

'IlI9 My.'91 eIl, 41('I'i11994 i4l' er 9' 1111941.0 sr Ili Ible OffIieo ilt-i~ M('('TtIry of
I~~~~~~~ )(t'a~' l 'I I.1li',.l tigi('lI,,, migJ41r vo(IliollIit 93 1I 841gil Iliet, I'l rid JullI ('('9 fi1l 4n13l

r4'94111111tiilil s9 foruit 9 4 given i'oliii ill IIm'iialer 19 941119419 991111911ry dei('lJlill't.t wbi('b
%vIll 1oupliy I Ill' 11i194s oft il 4I'4'.''1111 mries Ti myoff41 (I19 i9 jorodiil(t, (or our iiiver'('nd-

SII4Iur'e 14IPI w Ale if-1 lil 111111.l i lot- grsifll ted to learii rn I 1 milentlon Jirogre4s, In thls
59i'4'li. A It ioiigl 1119iioi ro re'lolmnenIail99 1.11 imiade by3 fIt(l' Irsiter (otiil i494,l
Ill 1,11194 99 I(1 I' 1 41 S iill I( '' rev'iew' Ill I114' 1 10919il ilit fit' I )(t('1141. Owii 11(9Jpt101I of
11919141 MilgI4'-Il1ll11199e'I M411j.Jiy 94y9l41 ('99 for' 914111141('11e0 1101199 1914 In MW11 ilth MOM(! oif
fwbevsftill',9)l(tI''41 I 14 lo(15' (!oin;Ii4iw071 re'portsi.'

M.lr. ltoliTrI 4(1 919 als 19 Stted Ill im Ix iill11'i'll, 1 that I li 943'1t('if %vA. being
l)ippi('(1lvldili13 to Jill ArmIiy. Nsy. Air Force'. Jill Nllritl' ie,(' t Atocks of

food99 hli Iiill UnI e 1'1'fl(41fttses, withI thel gS'eretj i f ft(!r Arlrny desilgnated an
sinle, manager94'I, itudi tha~t other commdi(1ty' 91r1'l14 i'.'OF( being HOIMtiir for future
it1)1)Jifellt~ Mon.

Tlhe singl-ininger eoininoity flHsigflill('t 15 a1 Tiro('l'14 whereby thp ('cretary
for one( Iuillir3 dep)ar19(lmt, deslgiinted by the .Mcretary of TDetenqp. 1Is madie
resIponlible for the performance of sll siippiy-mn-iigeiiicnt functions related to a
iqpecilfled comodliu((ty, for ail iitairy services. This assignment encompasses
the entire supply field. from research and development through iJ;sue or dlisposal,
including ca ttloginJg, standardization, requirements, Ieterminaltion, procurement,
production, Inspection. storage, distribution, transportation, and maintenance.

Its purpose Is to reduce Inventories and eliminate unnecessary (luplication and
overlapping of functions within the Department of Defense supply system. pro-
vide the highest degree of effectiveness In supply at the least pos-sible Post, and
to provide a single management control of wholesale stocks tof a single commodity
category 4)1' type for the Department of Defense as a whole.
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,rite secretary of a Military Department is assigned to act as single manager for.
it iorlicular commodity. All of the other military services then provided him with
basic dtia for colultltionof requirements. Ownership of all service wholesale

etlio, stocks Il the U'nited States is then transferred to the single manager.
After dtveloing il requirentse 1111d 11111 tlhing them agithnst what lie now owns
to nlt(i totil itillilld, Itle Single ililnilger then Initilates procurement for the net
delit, lie will carry 1ill stocks ili a revolving fund, aml its tle services require
stock, they wili purchase from him.

Once given the assignment, the single manager then surveys the location of
niiiltiry staitions within it geographical area and selects the most deslrahly
lieled depot to support all services in the area. This selection Is done without
regard to the service which owns the depot. That depot then stores til depot
stocks for the single nmnager, acting as his agent, and issues as required to all
services. It Is possiho for the Army to be the single manager for a commodity
category unit to have stocks it Army, Navy, Air F'orce, and Marine Corps depots.
Only one depot will serve a given area, however, and the stocks would belong
to t ho si ngh manager, in this case the Army.

As hioted above, the authorities given the single manager are broad and cover
the complete gitianult of Introduction of items into the system through their con-
sumupt lon. The single manager will direct and coordhinte all research and
development, standardizithio, and cataloging activities. lie will le the only
buyer of depot stock items, and he will le the only seller. As well, lie will desig-
nate those Items to he bought locally. Since lie has knowledge of all assets,
there should ie no concurrent buying and selling, and he Is In a position to shift
depot. Stocils to meet varying area needs. Greatest possible use of stocks Is
assured, aid only that which Is truly surplus will find its way to disposal, since
only he ci determine that It Is no longer required.

Operation of this system will provide a responsible single management for
requirements and distribution, purchase, storage space, Inventory records al(l
standardization. It eliminates duplicate Ipipelines. duplicate depot storage
facilities til( costly cross and back-haullng: miakes interservice supply auto-
nmitlc; provides for effective rotation of mobilization reserves: and Insures
effective utilization of stocks, services, and facilities.

The evolution of the single manager system has been, progressive. It Is also
the result of considerable study of several existing Joint-service operations, and
avails Itself of the lessons learned from these.

Joint-service operations, because of their very basic construction, permit no
single ownership of stocks. As a consequence, very costly equity accounts have
to be maintained to show what belongs to each service. The joint agency Is
largely it service organization, able to provide for certain functional tasks such
as procurement andl contract administration. The agency can only porforni
at the call of the stock owner, and cannot provide single direction slnco there is
no single head. This is not time case in the single-nianager plan. There Is only
one wholesale stock, effectively positioned, and centrally controlled, yet designed
for the total Department of Defense requirements, with the single manager
reporting only co the Secretary of Defense.

Deputy Secretary of Defense Robertson stated. "I consider this new unified
approach to Department of Defense supply management another significant
management Inprovement for obtaining more defense per dollar."

CONGRESS OF THE UNITED STATES,
HousE OF REPRESENTATIVES,

Washington, D.C., August 10, 1959.
lion. 'MAURICE STANS,
Director, Bureau of the Budget,
Washington, D.C.

DEAR MRn. STANS: Further reference Is made to our exchange of letters con-
cerning time necessity for Increased economy and efficiency in the military sup-
ply systems and in the General Services Administration with respect to common
administrative supplies for the Government.

I note in the last issue of Newsweek magazine that you are quoted as saying,
"the Armed Forces can get along with $500 million less by cutting away more
deadwood." This Is a very mild statement In my opinion. As a matter of fact,
a full Inplementation of existing legislation as to supply and service activities
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could bring-about a real Jalance in the budget and with It a better Defense
Estabi ishment.

In reviewing my files I n)te that you promised in your letter of May 19, 1959,
to advise me as to "action which we believe can and should be taken at this
time." That has been almost 3 months ago. Is it not now possible to give
me a report on what has been done, and what Is contemplated with respect to
my letter of April 28, 1959?

I have In mind making a few remarks on tihe floor before adjournment and
would appreciate your cooperat ion in this matter.

Sincerely yours,
CLARENCF 3. BROWN,

Mt ember of Oongress, Seventh Ohio District.

EXECUTIVE OFFICE OF TIlE PRESIDENT,
BUREAU OF TIlE BUDGET,

WVa8hiflgton, D.C., Afay 19, 1959.
1io1. CLARENCE BROWN,
11ou8 of Representatives,
Washington, D.C.

MY DEAR M. BROWN: Your thoughtful letter of April 28, 1959, on the subject
of supply management In the Department of Defense raises a number of points
which we believe deserve our careful consideration.

Several of the points which you have raised involve basic questions of organi-
zation and management policy in the Department of Defense which we would
like to consider further before informing you of the actions which we believe
can and should be taken at this time.

Sincerely yours,
NtAUtICE H. STANs, Director.

APRIL 28, 1959.
lion. MAURICE II. STANS,
Director, Bureau o1 the Budget,
Washington, D.C.

DEAR Ml. STANS: I am in receipt of your letter of March 17, 1959, and have
given it careful study, and do not believe that it responds properly to my letter
of February 21, 1959, as to content or spirit. o.

I am sure that you know, or at least your staff knows, of the interest I have
had for many, many years in improving the supply management activities of
the Government and, particularly, in the Department of Defense where so many
billions of dollars are expended. Partly because of this long and intense interest,
I was prompted to sponsor both Hoover Commissions, and have opent a great
amount of time and effort in this area which I consider lends itself more than
any other to economy and efficiency.

When former Director Brundage indicated to the Government Operations
Subcommittee on May 28, 1957, that the Bureau of the Budget recognized tile
importance of this area of management and "was working on it," I was pleased,
though it was immaterial to me whether the approach to improvement was
through a reorganization plan, or pursuant to the Budget and Accounting Act
of 1921, or through the Federal Property and Administrative Services Act of
1949, or through the general authority of the President of the United States, or
otherwise.

I was interested in results and, quite frankly, I have seen small evidence of
substantial accomplishments in. this most important area. Certainly, I have
seen no recent evidence that the Bureau of the Budget, which is the overall
management arm of the President in these matters, has taken vigorous action
with respect thereto.

Your letter of March 17 correctly indicates that I have opposed the concept
of establishing still another supply service which would operate over and
above the numerous existing supply services in the Department of Defense.

* What I think should be done is to merge or integrate, rather than create still
more services. I think we need one effective supply service, rather than many
separate and competing services.

A0 4c~
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'IA 5iVNi a; .1. BROssWNr,
11ui ii'of (!iof/rrvi, /4 awnt Ohi (I M.,,II1riv-l.

l'o1HPAll oV Trsis I1r,1hsflT.

1I1111. CLAHIyfni.1. 11 ON

MYl I PiAlis MRi. lliiow N : TIasa k yuoas flia- yisati loicfr of I'ilovitn ry 2-1, 151--of, ca lling
ltay tIll niffl If lit d ineItNmsli whih yosti land wit h Mr. lfiasilngi whi's a It(, npp'str(*d
tsri- it'i 51iawaistitiI I In or I an IIiwe Cotstsillcie ost (lovs'rtsses. O peinlouns Ira
folahihiiiil. si legli I I illtoh ' e'uid fil. Iti'organ tis nt Act.. Your letter In I Iitely fir,-
hit110 %ine wof i flo isw nowk lug e'xl oanlontio tt I~Reorganizl~ation AM, noit it ;ieritito
l1118lA fil tail itga'nnttti It 151V1i imo bais Inubied, fly resfluept, it bill1 (11, It, 5140)i
Wilali'l Wi0t11 o'ot41 ln li st111111 flint, li'iI I vi. We hltji to hasve san opporti roity lip
5iiiiiii it, leiillt ir 6w' m~i'l inds tai lii rlliutn It, iv tt yos t intrng Ih wan anrig.

Four aaa taoIm iaat taite'r vitaihitty Itit( Crsgren stn am roviled stilthlity ln itVirI-
(ills4 Fotain1 for Illi([$''niott to I ti it. reorgst stilotiustrs witleft tatke f'ffeet i-
bO4n 4Hii IIN IV ( ittusvl y till an Cu sit'n ulittnig it witIig ;s'rloil speeUI ted Is, t.har! Atilttei.
'I'lan 11149 sau'I. wsnas sefIid hIaguIy tas it titof ni'le. wnrk itnil nontieiotdni ein%
sit filai I11t1t IIttovir (Coatasttllna, It wIth yfou land titl setiv' rol'. Under Molat A0f.
57 11111tn linvi vi i iro a nitl edlI to i Ow Coungrss aid( 43" losi vi gnes lnto, s'e-st. 'rhf
Iaroci'ttn ive It oltiusglly toeIu'i aud toil Is to ))F is s'tsille ftnd fti'it. wIIay
lo gv l iat tagen It orgtnt uti ll tsIltautly its'sotullnIIed. It In a device fiy wth'elt
Illae asatgt'on ri'l ta Iti Ifo ilt Itisal ' esnl osver ti(' sacti os tstks'r wi)~j(' thIo J'ren-
detatl ianntttsti'nH t''ITH1stan flll Ill y for ini liIIag III(- ile-tatlled propaii ittory work, isri thei
tlinai-i'iiaailttlg 14111 I %vork wicIiNt 114 i1iia1IY eaha led. 'Tae ioa fisit worki'sl
11siI itly hlan'tsn, It, nitve V'4IIaic'. It Inps'ult lH011y saecloclI lit n' -onItjsllsulsng eorganti-
thotil s'Ittasgi' wlhi ps'instrtly limntrnve ojsserittlrg suettods, rid JiTo('lurre.

Althoiuigh I lie Iteorgastluttlna Act lits tui'ii elptitl it f.4 n rot replace (-on-
grennolutI i'aniloer nflt of csrgstt ittisti I141 Innie m e d it hill wich ore Intro-
ilivi'i Ili th u aisual iausaar. WVe besllM'ir It In Penpelnlly 1nsportxsnt to the Nltpeewc
of tile Reo.rgsauizstat Ast for the( Ustsagrs'nse to find through experlene'e thtst eachb
talsai tntll t i'ub b811 tan lens' )!(ia refilly lstvemtlgited tnt thaat it rep~rementsq an (ibjee-
tIVP s'Vstlstsat1 itaOf' I,1 t149nn1en4 Inivolved. 1it t nsuipporter (If san orgnivnlzsla
tisaige wbll lifst nt been Included In a reorgauilzritlon a n a oy, (if (O1'iIn.
trsnbsi'i it bsill whlleh will bring the matter to the attention of the Congress,,.

An ntnted Ian your letter to nip and in your discussion ira 11057 with Mr. Rnzndrige,
mrilitsaa'y proittreau'eut Ini a majror ele'mntt In the F'ederal budget. 'The Mureaun
o)f tlte Budget In eotseeraeil with these progratms oush the varlouts prop(Aabsq to
centraizeIn milita ry biroe'trement for common-use supspliles Inicli lg the ree(Pinmen-
datlonR of the second Hoover Commiss~on's Committee on BusIne"ss. Organiltln
of tile Department of Defense. The Congres4s also has had many opportunIties top
Consider and net upon these proposals for a "fourth service of sutpply." Fn-r ex-
ample, nmnny hills have been Introdueed to eqtablIsh a centrAl smipjely agency In the
Dtioprtinent of Defense sueh as H.R. 57M0. H.R. WMS4, MR. 7429, H.R. 7612.
HI.R. 7639. H.R. 8004. andl 11.11. 8650 of the 8.5th Congress. Also. uan arnnrnt
was psropiosed to H.R. 7665, the defense appropriation bill for ffisteai yea~r 195.
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M\|ic would ]linVe r'v iltud tihe Pre' ill| i4) tFll)IIli{ rev'oillim-tt1lii1holis', for itl vv]I-

11,111 8i 1tpl y o gailizl loll e'lll'II g 10 (I' t(- 'crtill'y I' 1)t
(
11,t1le. 'hIll I ill illtillit

N'ils iot cepte d iby Ithi "IIZ niTM bill It(e 1111l 1' Was VO lith'hrt,'I iI C, 101ollIt .

1wi tiev lolir'n itet' Itl iotm lhorgitalznillon Al of 195(4 As oI lill, sectiI
0)'t(c) (ti) o1 the Nlh ittiontl S ry A0t w ini cled.'ihi Ihat mentintl tint niot
it'qltrn vliblisllulki of it "fol' fl lti-'h " it (na lt ,,it 1i ('HI 's 11 I''i-t ' ' t or IW.
felts i'('iiiti ttlltiz t ie |lit'PlS ilt- lil O' liOiMivt'iO -1t' I ,liiS \vllty I l , ' I '( '1|VIVI r l- It I t
1tI l l luh liill w1oldhil e I'll"inul lit l iq tlo I lit (hltverlilli llrlit t mI tl l t(inve-
l14 tf l t' Olll\'t tilt e1lS' r."

lit vh'owgr Iof he itittloity ititelg itlhsedn 202('ettt) of llv, Nnlior1
Sotit tlly Act, 1'tltrlltlttht Ii ti)iIv 'hgl er i itthl l iet l tO gltll tt'tl et I)I1 d11oe 1 1 ll)l .

14111i. IRIE ti I lsIt ,t Itle. a e \vt's is not lv r td t l ' ott o eltthtie it ,rtltomt h,
Set'e'it" oil ite to (1I Ii t itt|. x, it ity lesr it ll i (IsIIng IrlS e t'e 4 for u tlistr
plroil'l,le | O~f comlmllllilsIo millilflhs hllive beenq Illrlilghly hesleli. Tll- "l',lllh

ion is \| lle'vll \Vo l t (,r4nlt illiot lae ttt o deal Inilt h i ollwl ill li l11e1lilt'al ll g t Ill rt (le{ ires onllillllehs oif tilt (Wnerni'll Hvir\'ive4 Adilll.id tnillloll.

Itht tvo u le tablih itoiit er og tllt'd it 41)55 I'liYVt' wthholl (111111liltt ii 1I o il'eI)I
Wtlleles I Ihe lItoIlllX se t'tier whirch Wolld tll be rellltlet for tin -Ill{

ofl lli tIIIIII- r ovll villeni t nolt coi dered~liq collllotll uise. Thlt, selilll'llie , 111te~llivilt
"\'11b01 ,Voll sulbillitled \\'III)l |le Hoovetr Com)lillllsiln'S 1W'lort. oil Ittl iemX (Or-
gaillizliltioll Ill Ohw le ll'llq Of NI fl' lme clnlillille,( IliIlhIlr co(lle'l l,41 ols. Voea

my rtcall thllt, wtlen tit loover r C' nIIni irI' ellort it Ittlbltile ot lgit.
chll~ied a .separ~liltt sh<llvqillt Objectilng to (be, rec'Olllllll ol I4hll for it (.4,111ri1ll

Sllilci erh a ntld t oll hold that "fothe 9StII IOIIH 05ir ,tii|1110 g I 11 "1'0-ll 1of
terie of .ilstr *. r lt antiot io. They lave illi oropsed lirgtlt(] rejected ilt
s several Ipro\'toll- om-lhll. ]lit nmy opinion|, thbey Hihotld ble rejeetel(d agaihn" (1).

.M4 of theN roit ).
Progress Is4 being nille h|t ac(omlishing~l| mllletd p~roc'uremient till(] Inventory

controll of ,olliniisu~e stlilille,. ']'here Is unified liro(euremient, lind millp]ly
Ilni illagel nit for 1111 sulbsistence, textiles, clhing, lpetrolellm, lilt(] Itimill(al 1411)-

iles. },-Ntensoit) other areas Is under study. The volume of eonnion-Iis
)irtlioer furnished to fie ilitry serie by the Oliera] Servi(es Adlilimtra.

tloln 19 steatiily incerealsing. until the qiuantity futrnished'( thlm year will Ile nmorle

than double tilt, volle ]hlMed 2 it 15)i when the ioover Conmnisitrlon l)repare
its relpert.

Whntile woulI like to see greater progress, fe believe the current efforts, In-
lud the le ngl matioaer Acf e9 alnd relaed arrangements are In Mm right

direction atd that te fatest eqttstlile acotplisheniot of
thesa nieaures. Further action now y leg action or reorganlathifon plan ap-
pears unnefeesa ry. tSincerely yours,

AAT II. STANs, Dircetnr.

]FFUIRUARY 21, 1059.
lo1. 711,k be fr I. ST t S al i
Director, urau of the Budget,

api efilgtot, M.n
DEAR | ,Ma. STANNS: OUl 'May 28, 1957, D)irector B~rundage alpeared before a stil-

colMmittee of tilt- Commnittee oil Governm~ent Olperathions to press for tlhe extension

of the Reorganization Act of 19-9, rs tended.
At that time ltad soric dot tnt the Bureau's request for the extension of

the act oin the basis of urgent need wnts warranted swce little ation had been
otaen it Inortant areas under the existing legislation.

Plmaue refer to y statement aind Mr. crundge's on pages 15-16 of the he.r-
hngs 11.11. 6711 .above referred to. Specifically. I sahid:

"Mr. ]1now.x. We have that trouble on the I1111, both aniong ourselves and with
our con~stiltuents.

"As a perfect example of what I ani talking about, I would like to see some
sort of reorganization plan set up here that would go further toward actually
unifying the military services. lWe have not gone so far, under tho U~niflention
Act. Certainly I would like to see a plan submiltted that would provide for cen-
tral procurem|ent, for tit least coninon-use items In the Defense Department, and
perhaps Ii other parts of the Government-a matter we have had before thi|s
committee nnd a .situation which we have found not to be good. There Is too
much separate buying and bidding against each other.
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"The Hoover Comissiiion, Incidentally, has recoinended better procurement
proedilr(1 for the I11led"erI ~t10(14. i',%(,l'y bit of evhidle' tho (omllliinloll hills
hild Ilomlnl to tht( ll(,m(, flind I thlnlc mnuc(h himl (coIIo liefore 1bis (colmmil|(o Ili the

jIl 4f, to Illitl if(o1 g'eilll Hlivi tio C'.olihl be itiadle for ti( biel.i4 t of tihe taxpiayer4
through ,eItit ri 'hA'd i llmr li g.

"Mrll IIJNliA(h. 1iiiiIt J'Jight. It Is 0110 Of th big l'Olells ]tit we Iar'
work lig oil.

"Ail'. 1114iWN. ThP' r(WiIIr'('inillt filll 114 ,Vltl(re th, triontey Is silent, you know."
AN y lit lilmiiv, I lIo lioir l Iboth I loovir (;ollni lo 114 oli II liI( I Joli:s', I lVvd ontill

loIth (olI Inllt40l. ll.4, iij1l Ill'tl e ll '(I444l4' IIIIIfl toNlH I'tl 'r H Of Iwo, grulitil , nrter
c'JIt(,rlll 1illily. whh'h howeI 'oltilllNlvely I 1i I liv big Itrell tot for N In lg In Ile
(fove.l't1n 4'll INIn iIlilel' 1111 Ifui h ut In ii jlly id41 r nlellit t I ('llr Ii the4 1)l',Ij 4rt-
Iiielt oif iv)(Ikiio&. C( ,r't' i ly. Air. Iiirt4'4l r, 3'44 I l ot h1 ! -iiw ire of IM, J i'4lovuuc Inl
Ihe P (,lVIh'444 11111 11re V i144d fit, t4,;llrly $.'o0 li111t44. In 111P HIt llply 14.', ( l'4 iIn
torie1 ,ily. Adl i gil ol iii It, Irelllhw i l of Iiivitnllt h,4 o e Iuli by I1 41 1lilnY
"t,rh'ieot th for h( Illtil(;lt whitlel(i I 1 Hlrivliig for a
M llll i1i ,,I, 1414 i liti 1, to go I4 tII 'Ik.

I Iow(,vrr. I flt i to flolo I i I4b 1)1)0 ldget or c(lon1 tinder I -he lteorgni luitlon
A0l. nwovthlng, Io HuppotIlw)' hi IIfleeit of' your lpre.dw-cmsor that, "It IN onie of the
bilg pIl(,o lii Oml we tife( woi) igII. oil.". 111C 11 114llhtl I IV 1s4 t 1ir0 Iw s ever amother reqpip.t for Pi-

t(,ension of lilt1 Itt'uirgilllzai i Act, and4(1 11i041111l4e it 11 liliOt I )j rlitnit tit fh1itle, I %%'(111l 1Iq1l'(.('lille 1i full e;xipli tloij froin yeou t~i to what hl s hm been donle
or IN ifilned fit INl inllor.

,loi ('('rely you rs,
CrAIMMC, .T. Tlriown,

Member of C7ongrcss, H'cvmnth Ohio Dislriot.

A88INTANT S,9101I TARY or T"ixtrENsIt,
S[Im'T'Y AND looiSrr"s,

Vashinglon, D.G., July 27, 1054.
lion. It. WATTRI RIMLttMAN,
Chairman of /lh 211 lltiy- Oierations Subcommittee,
oitmnini tcc on (vcrnmnen Operalions,
House of felpre8afl a lives.

I): Mn llItmtl. .^IMAN: Through our conversntloneiln the past and through
apirecinti of what lts Ietin n'Colillhed by you and your committee, I have
recognized your sincere Interest an(1 the efforts youi have made to provide
guhiance for the devlelelent of a coimprehensive program for correcting deft-
cleneics in supply 11n( stoek minagenient prli'tvtfes of the military departments
As a result of this fact, I feel It is appropriate to advise you ethics time of
the course of action which we hove developed I it this area.

We are greatly encouraged by the progress made In the field of supply and
logistics to assure the accomplishment of the most effective and economical
administration nd management of the respective military supply systems.

To permit yoi to evaluate our program objectives, it is necessary to discuss
some of thd history and background which resulted in the development of our
current program. Specifically, I have reference to the concept which provided
for separate supply systems studies In the area of common-use-type items of
supply. These studies were carried on under the jurisdiction of the former
Munitions Board. ' They were base(] on the premise that by combining like
Inventories of all military stocks, economies In the total Inventory held by the
Department of Defense would result. Further, that different types of Items
of supply required different organizations and methods of receipt, storage, and
Issue of supply. In the method of approach, these studies were made for the
services rather than by them for the purpose of Insuring that "unification" of
supply systems would thus be achieved. In general, it was then thought that
centralization of supply-manngement functions by commodity segments would
result in economy by such centralization.

The formulation of such premises under which the studies were conducted
did not, however, take Into consideration the basic principles governing military
supply support. It did not give recognition to the basic fact that each military
supply system Is maintained solely to provide supplies as needed by the tactical
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foti that thoy wore calledi upon to moplliort, andint ut Uli totta ItiiIoiie- -Ar'iniyo
Navy, hitrlit'eo, and~i Air 14'trle-amiIH. dteveliop ltu owu e ilidreielit H; NOr her, (hlit
these roi'l eit'Itl'll 111111 beo providedl filr lit fiiill ut'l.

w\iienl t'igligi ill t~wr'l'tili, ht It ltii comi~lltidor cannllot rely i401i'y til
rt4im-lek Wich bim t4trvIcti, vllilot contlIrot. 1Ito tnll rely oil lHiljlilrt oif oiilir
itervit''.i only to (t) extent bit hil h ilillort. lIm IlvolinleL.

HI1,1m 81111 tH 011ibisl'i y 114 l it I I l t'jeolitt ill 1 ll by 1I ' 1111110'1118
111111111 n ty 1111- atilll ply Mtr ili ril-vtfill t kov Ites i ll' i 111'o f til t N1'1'11 t a ryMN of1
"id)eteo4 wl (14 11'lltlt4a1,41 till " li'' 01110 01 M oi I hl libt lollb th l t oll
'V11ii i tii~ illi i'C I ti i'illllix t ti11i1 ort 11i4 01'tvii441 Ii' (hoi HljiyN HIOIIH Mtill' of

ii tll1 o ilitlellll lt'tiii lt)i HiiDIrltt'ito f S~lylytrage, HINI-bl lol, 11ii'N.omll

11 '144 li1 tilt41 li i oh' iii in'k CIIIaiIH ult iolvll t'nh e H t'itlt- h fl i m i m teN d'lH illill
iiill' iIi ii'ltN liii' thoi' i W'Iliik-It int ill ltI ia it t1 I I('i't~1111 1d lfd Iy (i)111 II) Hill)

lVjill)14iby SP(1 t ilti'. WI'll tlt' tit, li't ili' oItr' lMlt1) 1 )'I'nh t oild no lto I)1114' li

lit tilt, i 11114 bet'l lit'o i i' o l itii l Hck t il'it 'ii' 'lIH 1) h
Tile voiltikkitteotlii itt it tiier i. Wl liit''H li' 4.11 1Nori 1it 01'1111lg -11l . tit "l1)1111

of sttk. hstide4 t ttriitdfrillha ie vllll',d114 Ilatillilllvle froo Ahliell to the)

tii fteil- more diviisiieti weoe ilit~ii'111 o~ltt'll, d 111ere good In 0li1p flow~l

,1'itity, til at% voili ics reorti 01' telo itt oc co mmteet rci e nllite
Oeratllliil J1ti'llilit'l(' MV41it odd nut, reiltiS (litt'111N vo01111 tit'ii 11t'i nt1e
Oft-ll llenta1till'. f thIe iia ttl e'iilldltn wi'lwr lletycn

Tehilyt wtoilit hg41 oflt'iit'es A11t1 ret'olli ehed th~v flit tiille reeo son'n 11118l
41in t't e 1111 liei' 1. s t e wj i t' reolilgir ifl l estabii1111sImt'nt 1Il, i ofieia lit l st Hil)-
Foryitenis iv for A4ei 1if1eren ciintiltyp' ea(chill different frm roeitht'r, b10e ills.
wisrtwIo finally sri. eiiuete1ttnofthrttleusnthcnault

The original stuilyl retIlid toilISI cverin Sbsstenc le liedcalrl fenal,. anIf
atootive .41desitiiliel toaril itHled 17.O there 104 i have bee Iw pleunonTPed o
anai ieprae yMenton iulicati.llw th t. lvubstntie valMeoftesuisbl
b~ieet gaiel oerittiprosdH stl blee leal rcgtit,14 iely that-the large nume ofi)
Sreltlilldt Des llicaet ( ts already111i till len ed by the mfiltr 81uppeliy ofS
tets minota ltre reslt. of the rmuniinsBordstu4 e. an of IleII'e11the feIatureons

that we1re the subjlect111 ofite r1eofentain Setre ctuall in D effec W rior teol thel
conclusino teesu and other 11111101-elre effectedfo Ite nral ouitrs of ho'11

Frvn Rinetory manage e t. wsnvsir rnvnaeu.' oa



Is' til l I il i ('il i h '1 5'ilsii'li il~li I Hi'I Ili fir flitt' lit,011 HIF1411 situigi', pr f-i l I 11 t41' i

liiii iii i41%i'Iivtil111 v Illl f-hsIIII' uisI M ils' l 1 "l slsrl il i I ilngl I u ii vl hu
to til In' ily ii ,'H sie i i ig O lf1 M~h Iillusssi 111Is'ii14O. 111,14 44 lii1114,i (if~r~P Wsitlijl Issif oiis

"i'Iln i s'l i H I IIM 11)u conr l ittt filltvss R II sII'('s own yin liis~lti, HI VIIs IsII 41t 4is 1 4si tiffitns

HilI 'I l asseHIii 1114 1 1 V III 4,111 rVI ' p f ~lss ird I Ii' 55'( 1 iy si, HI I I'sq-Iliss [ill' uh (ija sit
I t'I 11 Iiii feli-is I'II I(Ii IlI, I SsII'Iin l III't M iIN ,srsIts' 1i(111~.1161ils I ''oli sl sIII

1111Iss'as4 v i il sigi in sivel 's'tm i I t o lu nl ev1553 tliy 3141n the11 11111 oil y d ('14st 1111's

not 111, (1nit iii ti 14 II H ii III s 111 I f. 14 y Iti ler In his 11114144110rsi Is ilr's'f lou is us! 011 ;lii 11141
tic11 11011 (111t'. I )'it'I sitil i'in III l 1 Jo 11 1-4 14 liby tItIII dsI'I V iulfisio land M-0117114
sit-I lis' I .'igI IIII w ih rsIuiII-m& ''i'ti a14d isi rl h I i v 4 iss'. are Ns'n r, NJ. 14'11

six s''ns' uttasl it I i'suiis ler III, ht (l r fi~ ill,111141 svervi 141 (ngs De i uis w1e4 ilnw Ior
sihiit iym slm Irs's'iv w3II iIui I i ' v iiisiIts iis ui4 ll',s's i y siirmittliviuiIIt.s
I ilulIvIH~ s'a p rogramH 'l'h I .h'sH 1111 s's II 's;I I ss 14111y Mvs'I1114 1 )lrs's'~li ot1114 il l((
lnpi' Il s'siiitii(ml iiot. si'Ihs It.'' IN unde AHIH lintHi'sie dr o a (Isnd4 4 Hupply-
tlisl I.sils lM ). h111(is IN iil irl (ititl liiv 11.o tishe 14s'rv('s 5114 fi rm er presi dentlII 14
orls , I 'li sir i i ' t ' Hu m o & zion iHh'liii is, Io t(ly I nc., ofiatls.rln N.J. 114-sl ng In

In i l s'l s!sit lnl wll roundeI II 143141(11114 ti14 11s'Isiesi of is-pestg #ldrt (111114, I nyI~o

(111 I sls'r Mr. rTuks"H IN sis'sl him 141im'rIliflosaiiy s'oirltumtli, lo top thmll-tt
IsihuilyrIII Iiulillon'Ht or tIIivii (III. (or flits, Ami1HA1i Itveir Asfi Derrs'y 1'S. loy
11114, L~IT il hit'. (11Il'n A. lllm 'Ki. 10sN~nts,15 TmAi k's',a pstreyusin unrthl 1fi41.
th l in or Hii''s('l('s In irym lHi'rVi('s, IsltsrvinI c. mateisll hsv'~pI andlong midna

In 'lm' Ihuiss ofs'' I lu sI IInn i('pl HI iii" it" D'i Iureuiui Iul ui De so 0muats, snrmyto
jtsrtnit. hogHt(' j1st'iltiiis irs i Direto b if tsho t a iD 14Iobje Army In tcem

hs'su' Mir. Intsirsntlon eT o1 ('usshoisrot an coosdinaton of telirrt! a iar
14111141, sIllt'et I it usttst ''(lOll 0ss n.f~ilfri lWs Mudy 11 s)O uitin 'in tur Lf (It' y ry
F411.il 11114N land14 'Br i' Olin'Ar. T.i Melit 4fir I 1 ('lf. In reguslrly to d th r ' i, Hts l it
hof havegi'n514,'' Ihs'rs sIns buis-ng' pre~i'4o nfou lres~t, and14 1401110 nrs'nsl 11414110

svmn ngisn 1 wh i'lin (1t 111115' ale i whepstI romient fJges misdl fuh ore lt-
11111ttigs's'n it' I1)'s'nI silif now5 tWring' tit leln l'lplvlbetivey liplyh

rs'sdlandiisi wih sIr st'IIIii nidet wt,51illI hit'nts to benidiltwarachofien the
mst.i pM-lii o liii p'iill'eonts'rll adinstait'o #leinlt) r mimgeii of till! 114 ''Ad-
m)srits' sitls'less po'srograI Isel fsounlsri Itlnf. iisihll Iza to tssi'e! HStiffk by
ths iltaery mooniir Iitibeit smiisihit'r Tmeir iietar wth !etiledIInvs'ensreto
rIiigee fsi H iris, Ini iors'nns rxsr' o of ninee ;Marel t'lioeluillfr 1V .I uis' r t
Slpmsas ilb his' fsr ilb ii t O Deago ln. If h e obe Izittlori gess(r M flit!-
Its'siul isnits ileemitt; 'sttg'sl sit eMateiel Ihmnt Lon tidifiltiti'' o ofl 5'the llsh'
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THs JItIwomOIIT IIABDWAiE MANUVACTURINO CORP.,
Bridgeporl, Conn., January 10, 1960.

JOINT ECONOMIC COMM ITTEE,
Capitol Bunildig, ll i'asldnUton, D.C.
(Attention Mr. ioy Ward).

GENTI.EnEN: In connection with the study which you are making on procure.
meant, we understand tliat nechanics hand service tools, which we manufacture,
are being considered. '

lin this connection, we feel that It will be helpful to you to know that we have
had considerable experience in dealing with the GSA procureulent organization
with ounl prodlilcts. This goes over a period of some thne, more than it year and
a half, in(l we are impressed with the ability andi cooperation which we have
received and which we think Is benefieil to tile taxpayers.

We believe the knowledge and experience of this buying organization, in con.
nevtioi with our products, and their desire for good quality tools, Is certainly
in tie interest of the services who use them, and results 1in overall savings to
tile Government.

We are, also, particularly Impressed with the caliber of the Inspection organic.
nation with whoin we have had contact and we have found them capable III all
respects.

We therefore hope that consideration will be given to nmintainlng the estab-
lished organization iu GSA for procuremelit of hand service tools.

Thankling you for your attention and cooperation.
Very truly yours,

JoiN F. WINDSoR, Pfc8idcnt.

SNAP-ON Toors CouRp.,
Kcnosha, IV8., Januar ' 1/4, 1960.

JOINT lECONOMWO CoM MITTFr,
Capitol f111ldin , Vashlingtoll, D.C.
(Attention Mr. hay Ward).

GIENTIMXEN : We have heard tlht the Joint Economic Committee has recently
taken sonic interest In the procurement of hand service tools for the Government
and military agencies. Tools are of vital Ilmportance in the maintenance and
repair of all machinery, equipment, and mobile units. This critical necessity
was established during World War II. It also emphasized the Importance of
quality in hand tools.

luring the past 2 years, there has be en an effort to establish single-agency
procurement, particularly for the military agencies. In theory, it would be most
economical for the Government to buy through a single buying office, but there
has been much confusion due to interservice complications unless the agency is
more or less neutral.

Based on our own experience as a manufacturer dealing with all agencies, we
firmly believe the best Interests of the Government would be served by procure-
mnet of hand tools through the General Services Administration (GSA). Pro-
cedures have been established in GSA which eliminate much of the redtape and
confusion normally encountered. GSA is a professional buying agency with
facilities for testing and evaluating speclications for the end use of the product.
This is Important in the case of band tools where a screwdriver that Is used
occasionally tn post office maintenance would not be economic for an aircraft
mechanic making constant use of tie screw driver on costly equipment, hardened
screws, and under hazardous working conditions.

On the same item, with identical quantities, we have been able to quote lower
prices to GSA than to other agencies. The reason Is that procedures of delivery,
inspection, billing, and payment are made definite and businesslike.

We trust that the Joint Economic Committee may give some consideration to
this problem in connection with procurement of hand tools.

Yours very truly,
It. PALMER, Vice President.
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WASHINGTON, D.C., January 15, 1960.

Suliject: lProposed ingle lilanager assignment to Quartermaster Corps of hand
tools.

Mr. RAY WART,
Joint ummniittee, U.S. Capitol,
Washminlton, D.C.

)EAR.A M. WAniR: It Is understood that your committee has tin Interest in the
subject assignment mid in view of tint fact I ann taking the liberty to convey
sonic conuinii('n and opinions concerning possible adverse developments which
could result from that assignment.

H having been the Government representative of manufacturers of hand tools for
the past 10 years I Ive followed closely tie many Intricacies Involved in the
Supply filrel of hand tools and especially tim a nny thousands of transactions In-
volving Ihe purlase of such tools for the various military and civil supply syo-
teals. Closely allied with tie procurement functions and of course equally im-
mortant are the engineering phases of premring slpecifications andi standards, as
well us inspection. All of these tre of vital Inportance to achieve a suitable
degree of quality control thus assuring tie Government of obtaining the best
possible value for our tax dollars.

)uring these 10 years there has been a constant and coordinated effort on the
part of both (Movernment aind( Industry to strive for the Imnprovement in quality
of the millions of dollars worth of land tools required annually for the main-
tenain(e of our military equipment and facilities as well as equipment and facili-
ties required by our civil agencies. Within this period, considerable progress has
been uande toward this objective and much of the credit can be attributed to the
fact that time necessary organizations for achieving this goal; namely, engineer-
ing, purchasing and Inspection have been slowly built up by time training of indi-
viduals who through these years of experience have been educated to realize the
itportance of supplying our Armed Forces and other users, with good quality
tools. This is contrast to lhe poor quality and often useless tools which had in-
filtrated time supply systems It previous years when virtually no quality control
was exercised.

Over the years It has been possible to observe the operations of these various
functions and the resultant setbacks and confusion which Invariably developed
when major policy changes and reorganizations were injected into the picture.
Severe setbacks in time overall effort to secure good quality tools invariably oc-
curred with changes in procurement procedures. Umituestionably the subcom-
nittee is well aware of the very deplorable results of the Air Force decision in
1954 to delegate responsibility for the purchase of hand tools to each Individual
activity, necessitating of course that the responsibility for carrying out this pro-
gram be dumped into the hands of Inexperienced personnel. This ill-advised
decision resulted in loading the Air Force supply system with a relrted 75 per-
cent of Inferior low grade hand tools. The Army, too, has on numerous occasions
purchased tools by persons who obviously were inexperienced in a knowledge of
the hand tool Industry and accordingly, quite innocently, succeeded in injecting
hundreds of thousands of dollars worth of low grade hand tools into their supply
system.

Another outstanding example of the confusion and Inefficiency which Invari-
ably occurs when major changes are made in a Federal supply class assignment
of responsibility was the AF transfer of class 5130 (portable electric tools) from
Robins AFB in 1957.

Since procurement and technical responsibility were removed from the hands
of experienced personnel at Robins AFB and delegated to Topeka AFD and
thence to Brookley AFB where It has been functioning for over 18 months, I
have yet to see a clean, clear-cut bid issued by the AF for the 5130 class of tools.
This situation appears to be directly attributable to the processing of details by
inexperienced persons, and Is rather a typical development which logically and
Inevitably occurs under such circumstances. Conditions such as these obviously
bring about a tremendous waste of time and money to industry as well as the
Government and further seems to be a lack of proper utilization of manpower
which has been trained at considerable cost to the Government, and of course
to the taxpayer.

!Owl'
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Natiure of iternt and program I Quantity
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Govern-
ment (if
known)

Requesting agency rere4e

I t iegr
D- ! ,petoc I

BDSA's ree- industry BDSA recr=.daio
'Zion a

or dispsizixi = ore e

Acvif. krtv

Contrwietion machinery: 15 .
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DOD------- ----------------- ------------ 2,500,000 DOD ......... - septe.htr Septez.ber do 2- ----- do .- -.......... ed.... L..2.

I. , 57. 197.
DOD -----------------------.----------- 1.500,000 DOD ----------- January 195.. Jan=rylW ...... do. Petpoce--...........
DOD) .....)------------------------------ 2,000,000 DOD ----------- I JtMe 1W -- 9- J..une do..... -..... .. ..:.
DOD ------------------------- ---------- 1, 00,000 Navy ----------- i October 1 . Oc'ber I .- o do- -------------- Di ed ofas pidmne&
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ALUMINUM AND MAGNE=UM DIVISION
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bodies,' DOD. DOD. -NoV. . 19W 1 nem-als 3: total !'M eeVte, 5 C e5-

and tow per M8 s MM ed_ Lmt
Jan. 30, 1959 =3=%szzn and sbene Tune -.1 TM~
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ur scrap.' revised and --.-al speced oer 3 Eaeger S eM L ISM.
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Ir~ Aprif !9M auq dv=
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slum ingot now in stockpile. ].. . ..
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AUTOMOTIVE AND TRANSPORTATION EQUI1PMENT DIVISION

Aircraft engines ..................
Aircraft Navy bomber ...........
Aircraft, Navy patrol bomber .--
Aircraft jet engines ...............
Aircraft, amphibious .............
Helicopters ......................
Aircraft cargo (C-74) .............
Aircraft trainer and cargo .........Helicopters ------------------------

Ai ra , combat -------------------
Aircraft, fighter and bomber -------
Aircraft, training bomber ..........
Aircraft, trainers, Navy ............
Aircraft, fighters ..................
Aircraft, patrol bombers (sea-

planes).
Aircraft, patrol bombers ...........

Do ............................
Aircraft fighters ..................
Aircraft, bombers .................
Arcraft, skyralders, attack ......
Aircraft, patrol bombers ...........
Aircraft, fighters and bombers.
Aircraft. let trainers and fighters...
Helicopters .......................
Aircraft, fighters and bombers.....
Aircraft radar (Super Constella-

tion).
Helicopters .......................

Do ...........................
Aircraft, fighters and bombers ..
Aircraft, bombers .................
Aircraft bombers, Navy ...........
Helicopters 11 ................

Do -.....................
Helicopters (Boll) -----------------
Helicopters (Sikorsky) ...........
Heliconters ......................
Aircraft, let fighters ..............
Aircraft, light cargo -----------
Aircraft, fighters ................
Airships. Navy ...................
llellcopters .......................
Aircraft, fighters ..................
Aircraft, twin-engine Beech ........

Z,473
2

12
19
6
3

11
167

3
5n2
24

65
1.009

75

7

3
266
278S
1012
34

891
411

-7

2
7s
21

1
10

16
12
18
33

178
217

AUTOMOTIVE 

A % D TRA-%'SPORT&TIOY EQ EP. d E. 'T DIVIFION

See footnotes at end of table. pp. 523-06.

W.3,6=3500

950.000
579.-00-
150.000

13. 976. 424

139,4 , 166
4,949,412

410.165

26,499,36r

979,38
60,0, 95S
60, 311.266

11. 40 364

40. 5 77
54. 514

17. 032. 154
4.171. 58$

1.4"6. o20,o0
1. 225.298
1. 541, 74317.507.878

10.740,495

1.312.000
1. 998. 000

IS&,03S.229, 868
3.751.716
S2,5S.056
2 ,"60. 384
16. 50x, 5
13,061,713

DOD--N'.avv. Oct. 24. 956 Feb. &1 o ..ght Tobe- e
DOD ..... _i Nov. 21... Dec. 31.I ' o do
DOD ----- p---- - .19 -Nor. 3 .. 1966 l Allsida netne-_
DOD ------------- t ov. 1 9 Dec. 31. 9,. do To be so I -d'---
DOD -----------Ma 24.19,W Aug -. \9 :
DOD .. o - . do. . Moder . do- .....-- Sealed bid ne.
DOD ------------- 1Mr. 24.1956 '6 July 1 19. 66 Z2h ----- do 

- 
------

DOD ----------- _ June 11.17 July .195. . do
DOD ------------- ..... do -------- t .... do ............. do .. . do -.. ....-
DOD-Navy ...... i June I, 957 Sept. 1$ 1957, None -------- -do-----
DOD-Navy ------ ! .1ay 2S, 197 June I- 19S - Slight -------------
DOD-N avy ----- May 24.17 . . None-.
DOD ----------- :Apr. 2. 1957 ntme 3.1957 . . ... t
DOD ----------- :Oct. & 1957 Nov. 8S19 57 N .....-
DOD ----------- Dec. 1 ,.9.7 Feb. 11, 1W- L. do
DOD ----------- Feb. 6.1937 Feb. 13.IIK7- ---- do------

DOD ---------- June 24.g'July 2k1967)- o-.
DOD-----------' Sept. to,19 7 Sept24,19r -. ......
DOD ----------- Sept. 271957 Nov. 18,1957 .- do ..........-
DOD ----------- July M7.19-7 July :,k, .- do....... - o .
DOD ----------- Sept. 25,M9'7 Nov. 1S, 1957 do -------
DOD ----------- July 31, 1.%7 Aug. 29, -7-- do.
DOD ------- - -Mar. 8,1957 Mar Z- 19r. .ligh . .-- do
DOD --------- Oct. 23.1957 Jan. 30.19 ... d .. do.... ..--.....-
DOD ---------- ------ d-- Sh ------- .......- o be so .......1 Sld bid sale.
DOD ----------- Jan. .L,1945 Mar. 29.195 None-- .. - d.... -
DOD -------------.. .do do ---- -- Moderate... CA.A procaree...-. 1_ C.A pro ed.

DOD ----------- Jan. 24.1W Apr. .19I8 . -. Tobe-Vld --- eeledb.isale.
Army ----------- Oct. 10.19 Oct. 14.19 Noe -e
DOD ------------- Apr. IL 95 Sept &195.---do - .- - . .....
DOD ........ J.. 24.19& Aug. 1, ---- do . o-........-
DOD ----------- -.May 14.19 Aug. 19.1 . . do - __do_
DOD ----------- Dec. 31.19% Apr. 109 Moder1a9:&.De-red ,al0days...
Army ------------- July -X. Dec. 19.19% None ------- To be .
DOD ----------- Mac. 10.11N5 Sept 8, l Severe -----
DOD------------- ---- do --------- ... do --------- o.. - o-..... ).....
DOD ------------- do -..- ..... do ..------ do - (U) -...-----
DOD ----------- July 3.1 58 I Aug. 15.19,f Nce -------- To be sold ------------
DOD ----------- Dec. 27.1957 Feb. 7,1938 .... do -----.... do ..........-
1AOD ----------- Jsn & 1958 .....do --------- do----. .........
DOD ----------- ---- do . .-------- I ---- do -------- do-.....----- do ...-...----------
DOD ------------- do -------- i Apr. 0.1958z Moderate-. .. Defer for ds y-s -.-.. Sale vas deferr-
DOD ----------- Oct. 1,1957 , Ja7. ".1903 Non --e--- To be oL..----------
DOD ............- -.. ... d--o- --- ---------- Seveze Deferred x tmth e:" lt'sv-,y. I
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-5,zermi be soi~i for
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Signaling projectors - ----- i---- OD --- CI. ) 99 -, zzW ~n e- ---

Amldne (motor geeaos 0----------OD----------ar. W~. 19)i,. - .4 -: evre~ C-anbiiIe andor -

ELECTRON11CS DIVISION

Tritters-recevers AN-RT-4i SN0013atec f Mr L.lYMr. 24. 1959~ None -------------- -----

AP.N-l. part of AN!AP.N-. -Navy.

FOOD INDUSTRIES DIVISION

Coconut oil 265tockpAW .. ..... Qpw l C D.% ------ zsept. ,., 1q,5zv Ftb. '3.1,59~ -T! \tnie- ~ ~ ii of tiisif~ o bepon on Dec. M.

'lunl pounds Lnd Ma
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Nntuzf- cog Rittsixandc Iprt,,crtn j

ITW rcqUf~t.n4.. .....
TIot~i cal mnn2u

Balnrce ----------

411. Zt

_am =ue W----------
-- -- - - -

GENERAL L\-DUFSTI.#L Zg:t1PMTNT -t-D C~ ~ E 5

Tire c h ai.......... p~if.. 160,C6M SZKW DOD. --------- -(! ant s . n'-- 1rP.- D b-

Crowfoot ratchet wrnches-~ 101. 915 __K N:! USAp--- S

z

z

Hurp/rix rlr,,,IArty flvf,,41 y, -qrv
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MVl0). pile, nonspacification

Or tie, aynthiao aort tons..
im'A. no awk 11116 abiftnitle).

Titainium, :twnge ahart tans..
(D PA) (I7M Hhu Andi Ihv

S. S. SD

:2,%]& 003

2!. 3

Stm footaem at ond tit table. Pp. 53-M2

-------

----------

SMSMI

SMs 2.

OAjSZs~ 2~

IMan -. Z I X4 .. 't ixn ZsIi- ~eSMi!

~~o~ h-5 o---- aws Sam= a

' zmi Sk 3 z2

rztw tt ac 25

rw boIk 6, ?kC= 2xlK UX-4M

GiU.- ------- -

U Z JL

-------------



f, Urplu* proety timt*, fl4cal y4r*17-cziz

MIgCJFLANE(A% METAI4 Al~q) Mfl5BRALi4DVI N

.Natuire of Itimix aiul pro~&rn I Quantity
CfAt to
()oVern-
rnent, (if
known

krutottlng aazoc Dzer'c*- 3'DCS rVS ~r-jy BLP- 4 ±:1M . ~"
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3(0,000---- - _-o----- Ar 2g 120: xa 4.~5 iz agenbe

Cadmium-inagne- shorttons- 4,413 ------- IGSA ------- Mr S %0- 1:%ap--,3

ony inedir bomb scrap). 1_
Talc, steatite, ground short tons_ f4 285 290,053 - ~ GS,------ J~.e %, :S% NO cbiec=r w. soa

0tLve).'
Graphite, cr'ystafllne sbort tons... 533 --- XT~ 25,16 IS A, 4, 1z9 NVcxpe Conr_ d~pc

flke, domestic (DPA). ;= D-, o=

Titanium, sponge short tons-. Z43 ------- GS -- - Se-z'- rSweensVed ze&- None.
(DPA (11 Bn t 17 Bh). ove~e(DPA (11 Em to170Bbn. G.T= z17 195D .7C:- --svv e of:Revised disposal short tons-. 851 --- ----- !ne3, e
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SCIENTIFIC. MOTION PICTIURE. AND PHOTOGRAPHIC PROD7CTTS DIV=-ION

Binoculars, D O 15------ i,011l St 730. LS4 DOD_ Om..~ M. 135 Ott- 22S. MS i Sl I -

Aerial cameras, DOD -------------- 1.472 ?O(O DD-- -- Azmg 24.113591 0--L 4. 15& Noce-_ -- ______
Gyro compasses, DOD ------------ -- 29 - --- --- DOD--------- §=z S. 1859 s. .13Xg .. d Noabo ec Sew

TEXTILES AND CLOTHING DIVISION

Wool sweaters (DDD)-------------11). 048 rs. 829&. 20 Air A=. 12. I-K-7 seve 50~as~ Pon- _ As d -
Do-------------------------- 16&.34# 1.246.64A .---- -------------- 0c. tZ25 ... A -- do-j Do.

Field Jacket hoods (DOD) ---------- 17&~000 258. S13.00 DOD ------ Feb. 14. 1959 Feb. -. 1956 Nae -N~e - _ _

Royal (7 items). sisal (DOD): I_
(1) ------------------- tL.V 1. 400 62c 00 Air Force------Dec. 4. V? D~.m IL 1 B
(2) ------------------- do--.. 243. S71 X 561.65 iz -soome r
( 3) ------------------ do ---- 100.000 11.000. 00 '
(4) ------------------ do -.-. 16. SW &3.00 !I --z1
(5) ------------------ do..--. 1, 1U4.456 14&193I
(8) ------------------ do....- W_ 3S3 A 2. I3D
(7) ------------------ do...--.4 3D5 S.1t .63

Total..........................--------- 099. 1&1

I Stockpie. DOD, AEC. DPA. or other program.

rollarL ditchers. portable crushers, %AM repair and replame peras.
3 Impact esphanation- The construction machinery industry durizm the past Jew yts

haa bad an unusually larg inventory of now maclilrsz athae tIctory an als a: the
distributor level In addition, distributors have larg Inventories of all tyvps of umd ma-
ChinsL

'Goneated frt World War It incendtary bomaho.
& Noft bomb bodlca-contals approxlntately 31.8tons magnesium and 3AZ&S tows

Iron.
6 Clusters would possdbly genemae about 7.000 tons magnet~nn srp.
I Approximte.
4 Vormal recommendation not made to date. BDSSA obkectd.
4 Poutontal Purchasers to be advkted of the hket that repair port wre not =avala com-

mercially.
I&To be sold to I custoser It possible.
it '['ba Ocenra %kwvkvs Admistration would dlapmw ot tbeft heboot to other

Government t'cnclee or to educational Itin-tioms
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Th'Ie Im~pact of defense procurement on the national economy is of such tIm-
portance that It would seem to be worth while for the Joint Ecyonmi Committee
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able information Is4 adequate to meet; public and private neeei.i.

40."-



Shmii***4 4'44144* vo 4444o itimthlo4 ItII444* o i'14r mom441 m4i4'i 444 I44 14*4,14, 11114 *'41441411
illivilo444441 444'mi4lwol'l444t iI 11*41 * 4 1 411111144444114 tllfr 1114%' 11,4111i4111 441MOWN1"11sil444440
It 11111 4l4~ N 1 4 ttilti4* li 144 11440 W4 Wild44 441444' 144*1 'I tosil i ii ii4111m m *Il 114011 iiui I4444
wolitV*,

*w'% y 'tiN41,1
II4w Aills 4 Ru,.

110111414 4ill 44 11#11111 1 41#14h 11449 de1if 44I4l4411444 l

Oll'Atl'N VNIN 44f -kill It44ittlit 14i44IT A1''I'VATIO4NI

A" 04 11\ i v' 1.4ll, 44
At 1111141114 o4i44 lp

4i4W'44k W~,VVW .4444 444444 i'

" mA V\,\N\~i4 1M4'4
\N'W l4 w441l4l 444444,lV4*iM4% 4

V)WXI%)\4W 1I 44,441 It ,444%\ 4444
'4 I414l'1444 MmtAm04 V1144444444444 1

I hm%,

1kimmik it k\Iv "444444444

i444 mt44, i'4lli
t44414104414till

Mo it 1944. . It%4

44444444444 m 4444',Vi

.1\'44'4i'4 IN AOl' VV A'4'N

M~41~41t4islmdOM AVI'AM, V.Y

1X4'1444, 4.144

(b@-XV4.41'Mlj'4 l

til~f\I? chmilm' wjmt.

Tfhxt4m Q t-A" r Npo1.

iti

Ajz-.zr
Nammml Or ,I~nnc Npot. V.
SmRQUbnwi CbtnaC* IDep%4, N.

01 447, 44,X)

1l44\ (4101,1

IN44 1414 WO
r444,4\o

'mitsh-wi4'44t tit Air 4I44444f (44444rniti t i oratt4i14' 444
4444S 1114444444444)

44,44444.4 mv44444ortiontrails

Atimli4444 Il srl 4444'444'44'4 444441 14t. 444 1444

1,, 44 44W) Il4~q44ist44441 4444 known~.
1,o T)i 4A 4rimvsfl'rrl' ill A44j4ttt (44444r4 for 4410l u

'4'44?414 4t 4?,

&21, m)0

H14'44si4u44ted4 it Natona 4044O1titrd r44'Iit y.
i'4'4444 t44 44 l444s, I 44444444444 4444 ((144441rof

814411044).

'Fnisft'rrm to (iSA.
Spicev ret4urn1ed to Navy.

40-A, W44 Tra4nsferred to Natvy.
2A 000 1Excmssd.

I '44441

.1 ilt I
II4 I

i~t

it

Il 4, 4 444 4

1) 1, (NMI4
44 V 4444'),444,

14 411111, INN44
4 ib I, l4 I,44
144 I NI~

I Art, 144

11m, 44444
4111,4INN)

It Ill NMI44
III I: INN I

1 1141 1HI

Apt 1, I, 44144
Noy4~ 1,ION'.

'1111 V), I4414'i

j i. 11WO
4 14'44 4 44

444

IMPACT OP 01111"I'MA111 W4111H It tit IIAWNT



IMI'A(V' M 1sl"M1) P)~'~J i ll WV114W 'l

h a ob o n d o il 1 ,1 11il IIlo lo 104 tI fo-J A l l "If

AI lih'

I i'gil ~A u
A luiii' vii lie t1il ti~iil l ii W (01111

Alt I
'ii liji li lit 11ioil A's 110t l

A 01 e, ivrliili i1611111#1 M, ,'l i a, e

1 oiyIi ill iilloill A us'', I~ 0

Ovlfill 4
)fils A iilili liimiio ii 5 ilu, box
1liliiylkiIll lila ilimm'l Almiis, (Oil

11I iiikl i iie 'le 114 isitl Ali, i fl

AI'filli'iil fifilifit, Ifilviiwasl.' r N J..
I ill iutoi ilia sil MI'sis 1: Pl's

V luikil 1111ty filul,I ly iWho I vI, .w
Yiirk.

Al uir orms
A tleistli, Ovotrm Itatrtiill, Iiiet,

NI,
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NAD1, Chaerlotte, N.C ............
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Army: Lordstown Ordnance Depot,
Ohio.

.Navy: NAT), Tona Island, N.Y ....
Air Forco; Declaney Air Force Station,

Ala.
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i111% 11101 id Iv~ly V iti .11111
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NOII.Ot hi,N........

Air tll o \"on ,

11it,:)d Vottiorlldll Ar ieOutme, V.

Wimm4t-,hi Air For' e )pot (Ol1),

'N'tll ..........................

91l111110 ridt
eioveivil sIlor.

3, 60, 001)

813,000l

1, 114, Ml1

7'81. 00W

cmI, ml0

411:N, 1)11

(114,1100)

m0

I1tanrkl

ii utrI1ll (I NA.
I *l1i?
'Ii iliui't-I it) 11NA.
Toi iifii wit (lo A A At M ilt and Olvil Works.

liim-irtI iil ) Bosto Armiy IHnsii 115.

Ite'vi le tI o New Orlpalis lind. ,

Lenso va lleeu; 172,1510 sqounre fielt rotitmedli to
RAIIliyIt. SVjrsklln

1 lsposill.

DO.
Hlurin il to ?,iiatImp (1hinililupM.On

11everleil to plrovingd prolldl.

D)isposal.,

t'nnhfsterl to 'IRA.
D~o.

Do.

SCflRDULDi D1I'OT INACTIVATIIONS

11160 quaqro feet
Ar O' An -Ialito Ordin"~~~ Dopot Tex. u1i1posfl) ------------ 4442,000

Cafn orps: -. hari Corps torwiirding anuex, Isitit Creek, Calit ----- 4,0
Air lVnr(e:

hlontpo~inery Air rre Stition, Ain----------------- 1, 140,000
Shick Air P'\roo Stntiort. Ln -- - - - - - -- - - -- - - - - - - - - 70). 000
ilaiton Rlouge Air Mimore Station, La ------------------ 188, 000

11102
G.id~sdon Air VPoree Depot. Ala ------------- I lt$I,000
Nlnhphia Air rorce D~epot T1enn-------------------------::- 1, 913. 000
Shelbiy Air Poreo Ilepot, 011to --------------------- 4, 074, 000
'Nickfl Air Force D~epot, Knits ---------------------- 3, 20: 000
Prairie vehicle storage, Mississippi --------------------------------------- 1, 043, 000
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JIMATHATION OF I NiiIP391FRVWP2 SUPPORT iN AT.ARRIA

unilfied corniinoIder: ('INCAr,.
I'optiioIilon: Ajpioximoely 881,000 military and civilian perionuel; 50 percent

tire Ali r iorce.
(CUOM at Anchtorage uuid FaliduItkniegrate Armiy nnd Air Force air dlefensei

nU 1.
1III-Deiol filtltie

Army: Port. Ileitrilon, Atichorage ; Whit tier (port) ; 111itieg (port)
(1010) " ort (1ireely.
Air i".tree: l'lndorf AIM~, Aniortige; 1,0(1( AFBI, Fairimtks; Elelson,

Ai0I1, Vi- ha idim
Ntivy Novali Air Station, IXodiokc Noviti AirlStntion, Mink.

Friuici on: (leuiern I mit 11il.4 anti e mi nl i'gIqlt sup~jiport. Alr Force prFovide's
Army NilmIei(rvuilvsoti b lioui fin Vlarijalkn tarea (specialized imlpiort excepted),
apprloximXately '1,000 liwoiui0.

Supply:
1. Army providei4 till medical mup1)lly, ntulsteice, 1101, (pilpeline opera-

(loll).
2. lrodiws-Vairbanks plpelll('-Arlny operates, Air Force uses K5 percent

of product.
11. Armoy provides Air Force wvithi other usual teehnicatl service property

for iMitms stocked fin theater (ordnatice-geriertil, etigineer-signai, etc.).
4. Air Foic iprovidies till oxyg('ii 1111( oI ter gase's.

MAtitti iee A rmty provides Air Porce w~itli all vehicular and consltructionl
equipment innhltii limce Ilir-ougli Armoy supply and( tnihiteuiauce (enter.

Conistructlon: Ni't'foituiet by Army dlist rict engineers.
li~e'it for contrihutlouts to the staff of thwe oiniandfer in chief, latersiervice

aCtiv~ ity on t0 pirt Of' ile Navy is4 yirttiilly prohiitted becnnse of geographic
con.iiierlt onn, Intersurvicig discussed below is essentially between the Army
an(I the Air Force.

Bervices,.:
Medical :Air Force opemnies nil bospitoils.
Lin idry : P'erformned bmy Armiy.
Driy cleaning: P'erorined by Army.
Shioe reunir: Petforuned by Armny.
Mon o rv : Perforined by Air 10oree.

Hxcess retlistrimntion and1( surplus disposal :Performe~d by Air Force.
Transportation:

WVte(r ports: Operated by Army.
DEW line.
Ilemuhiily: Adnistered by Army.

Exceiniges: Joint Armny-Air F'orce I-xehonge. l
Motion hui('Nre w-vlee A rmy Mot ion l'ietnres Service.
Army Is Inivolved in providing support to Air Force under terms of 19 different

Interserv Ice atgreemicits.
CINCAL estittautes $12 million annual savings through these arrangements.

"JA V



ALASKA
Population: 4-prox. 38,000 mil. &
civ. perzs. 5($ - Air Force.
CCC I a t AncbraM & Fairb2]cz
ittegrate ArmW & AF Air Defoinre

-.- amines-Fairbanks pipe~im
Arqr Operates, AF uses 854 of
product.
Pricipal Facilities:
Arzq F".. Ricberdsofl, Acorage

;I es (Fort) (Pci)
A? F ~ dr AM, Ascor5

IAdd APB, Fairbanks
=-lson AFB, Fairbanks

Navy - AS, KCKdiak
Ik-', Adak

!0 20 330

3 3Q5 230 Sv

CIA AGsO octiO"
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Yet value of their militar1r prime contract award, July 1, 1957-June 80, 1958,
and delfn8e 8ale8 a8 percent of total company 8ale8, 1958 5.--48 military prime
contractor.

[In millions of dollars]

Net value of Defense sales
military as percent

Company prime con- of total
tract awards, company
July 1, 1957- sales, 1958
June 30, 1958

General Electric Co ......................................................... 783.4 24.0
Lockheed Aircraft Corp ..................................................... 755.1 86.0
United Aircraft Corp ........................................................ -- 1.1 88.0
Douglas Aircraft Co .............................................. -- 613.4 78.7
Martin Co ......................................................... 400.2 99.2
Sperry-Rand Corp .................................................. - 370. 1 41.0
Chance Vouglit Aircraft, Inc ................................................ 300.4
McDonnell aircraft Corp ..----------------------------------------------- 352.0
International Business Machines Corp ....................................... 316.5 820.0
Radio Corp. of America ..................................................... 288.3 25.9
Northrop Aircraft, Inc ....................................................... 283.5 (1)
General Motors Corp ........................................................ 280.9 5.0
Westinghouse Electric Corp ................................................. 269.3 19.0
Republic Aviation Corp ..................................................... 264.7 (1)
Chrysler Corp ............................................................... 258.6 15.0
Grumman Aircraft Engineering Corp ....................................... 245.2 (')
Raytheon Manufacturing Co ................................................ 237.0 86.0
Bendlix Aviation Corp ....................................................... 207.5 73.0
General Tire & Rubber Co ................................................. 159.8 446.0
Ford Motor Co ............................................................ ... 15.6 89.8
Fairchild Engine'& Airplane Corp.- ......................................... 103. 2 (3)
Avco Manufacturing Corp ................................................... 86.5 660.5
Bell Aircraft Corp ........................................................... 82.2 81.0
Burroughs Corp ............................................................. 71.6 15.0
Philco Corp ................................................................. 66.2 631.0
Thompson Products, Inc ................................................... 03.8 '80.0
Marquardt Aircraft Co ..................................................... 60. 2 (3)
Food Machinery & Chemical Corp ......................................... 57.8 22.0
Thiokol Chemical Corp .................................................... 586.8 83.5
General Precision Equipment Corp ......................................... 52.9 $66.0
Minneapolis-Ilonoywell Regulator Co ....................................... 47.0 28.0
Garrett Corp ................................................................ 46.7 78.0
Lear, Inc ................................................................... 38.4 90.0
Sylvania Electric Products, Inc ............................................. 37.0 23.0
Bath Iron Works Corp .................................................. . . 36.3
Kaman Aircraft Corp ................................................... .- 31.6
Westinghouse Alrbrake Co ................................................... 31.5 33.0
Temco Aircraft Corp .................................................. 29.7 (1)
Hercules Powder Co ........................................................ 26.8 2.0
Eastman Kodak Co ........................................................ 26.1 4.0
Cessna Aircraft Co .......................................................... 25.0 60-75
Beech Aircraft Corp ........................................................ 24.0 67.0
Ryan Aeronautical Co ......................................................... S 60.0

I Number of companies, of the 100 largest military prime contractors, for which these data are published.
:Majority of business Is defense but percentage not stated.
'Special products for armed services.
' Sales of rockets, propellants, and associated Items (Aerojet General Corp.).
' Computed.
'Includes Government and Industry-no breakdown given.
I Approximate.
'1958.
'Company operates shipbuilding plant at Bath, Maine, primarily for construction of combatant ships

for U.S. Navy. Also does miscellaneous work In fields other than shipbuilding.
Source: "100 Companies and Affiliates Listed According to Net Value of Military Prime Contract

Awards, July 1, 1957-June 30, 1958." Offica of the Secretary of Defense; "Standard & Poor's Corporation
Descriptions." Standard & Poor's Corp., N Y.

Prepared by Raymond M. Wlggs, analyst In industrial organization and corporation finance, Economics
Division, Legislative Reference Service. Library of Congress, Nov. 4, 1959.

COMPTROLLER GENERAL OF THE UNITED STATES,
Washingtont D.C., September 214, 1959.

Hon. NEAL SMITH,
Hou8e of Representatives.

DEAR MR. SMITH: Pursuant to your request of June 23, 1959, we have Investi-
gated the statements made by Mr. Edward Basofln, Columbus, Ohio, in his letter
of June 17, 1959, in which he urges consolidation of the Army, Navy, and Air
Force audit agencies in the interest of releasing military personnel for military
duties and relieving Industry of the requirement of complying with three differ-
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(lomptriiller (floneral of the Unilpd 11121e4

MOrPI,'r Arif 1AIOIII'FCI,
WwarhInflion, D.(0,. Febhrua'ry 18, 19~60.

11011i. I'A1119, 11. 1)EilflfAMf,
(bfflin fln 1 Join 1111 I'onond o Oaomilcee, congress of thle Untied Stats.,

J);!AR Mil, (C;rAliMAN liilm will flknliwlfdge yoiur rerj;1emt for thenr lRfP* (4
former Sevrl'flirlf i' eltfenmell In('luinlg Tlnde(r Ree'(retnrrl'1 flad Assil4iritnt Rpeee-
ttirie whoi ilio Moen In lH9 f lte DI'ifttlrtit oir r)(ffnw9 Enl are rnw ernployAr b'y
flnmlliuiiile no(w listed amnig the top~ 1Mt conpnueg doin11g buisnesi with the
Detonime Depa irtmniit.

The ilinei oif theme indtvIflualn are Ineluded on the attached list
Sinier'ely,

P"M ETq IF 'MCO mrT M
Arss(anS t Roretary of Del e'~e (Siupply and Logiikli).
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DA11 A. t(iKIIIIIIl, Isesitfent, Aewrojet
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tiviiv noel y Hutte 113'ifi I ei'r'ts, riie.
orey 111i1 -i liy tim I.

itionIt lioti, Atimtesl 11I i m 1 53 l~l.
Metinic' ity (if I lee Aeneiy, Altll ltiflli

Umelir Me'.evtl i*3 off t(i Ainy, 0eoi ler
tl9112 Jitnus ry 1i9n4. Al4si Hiwr 1v~o-
Wr~y tof tfi'l Armty V iseirelt winl 'ie.
terief) April iflrl2 0Pjtoiee'r 11102. Al.
Wttit l Ht'(elt 51 (if liii' A 1113, Atity
lt)(10-Apli1 1111Ma

Miler.' iry of t he Nov~y, J tily 1011-
Jeimttry 13'1 11.

ARssit ie Hvtentinry of tiii Alr' iee
NMi ttei 1l, Novoiut int tuterceicrury

t115:1.
Amsi eee Nieeeltry lit flip' Air 'oe

(Miteteeii , Alitil 110111eeeev im,

~i'.~b ~N 1i~i i1 lINiIH 11110,,AT1'Ntf TI0 TiHlAN114 liATiI N (10H'l'l
IN nrin MIAlUIX NNT' 010 141i"IN1411

AAT-A NI' SUCEllTAtY OF KIMreNAP.~
H11t1PLY ANDtli~1 ]A ITIS,

il15th1111111ol, M. . *1 oil uelit11 i, lI116O.

tion koSts. The following itemsg lei'(* 111111ee'rtl ito Correspoend Wit1i1 tie' list tugK of
,yonr 1me'r mni refor to fIseal yvar 19,)1i1,

(I) ,e Voal 11111ritinl~l :, Air,, $43tWN8O,OOIO ocean,, $4 14 tetiftote. Horivice
withlin the 11etited stat.4 Iby highway, $210 neiiltioi by3 railtroad, $i77 miltlion; by
inlanld waterways. M~ 111illiol. Ti'to above i'omtidedu aeeioleeel toteet $1,271 ,6M0,0)00.

(2)~ The(, mim of $110. milliott wa4l ''exended for tltv trilupottiel tote otf liamH
songers within the Unitedi Stnctts by all Inotis. Costs for peisster t rael to
AIM IrINNI overst'a areas were $12,4610,0C00 by oveit trineelitoel. 1t'1we military
Ser\vicesv speNlt $S2,.'3SK00I with tli ' Milititey Atir 'treim~ort St'rrtee for fitsH'tger
tran1sixirtatioll. Mory-eight andI twvo-tt'ntis millions of tolior or I(film nieiuet,
we~nt to conit'rcial air carriers. Thte rteineueter wvam ted for MATH' itedillarty
airlifti inhliig troop carrier andl doenestl iiaeroened~ tell I .'vat'iitttole.

(31 Thc cost of transportation (it honseteotit goods wits eiliroxleetely $200)
raillikin. Nvorldwide. This tiguire Incluttes packineg, eratting, nud related cogtm.

4 0V4t tie tirs for the store of household goodst will lie forwatrded tet a
later dato.

t5) The imovlieenet of tritely owned vehicles to nti front overmen areas
afli'unW. ito $4A) million. OCf that figure, $30 inillion wtis for trelaswrtatitof
And W1 million for terminal charges In the#- United Staites andl overses.

40) The total number of household goodS 81hip)m1nt4 withinl the Ullitt'd Stlitel
hy All niodes of trai~wrtation i ts 584,400. Tihe division between carload and

los crlotAd shipments Is not available.
o7) The industrial fund coost of Military Sea Transportation Service opera-

lioul was $414 million of which $242 million was for procurement of commercial

4, The industrial fund cost of operating that portion of the Military Air
Transport Service that provides airlift service within the D~epatrtment of De-
few-,te was S274,340.000 of which $7,3,000(* wvas for comnneial airlift.

4q) The eost of other air transportation service amounted to $101,240,000.
T'his figure represents the eos-t of conmmerctil airlift other than that procured by
3ATA. It includes the Air Force Logair program, the Navy's Quicktrans pro-
grmm individual travel, and Government bill of lading traffic.

IMPAC1' (IV' 11101"ENRE, I'll 00 1 It It', N 111, N'P
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it willI Im 199 iileil fill$ fii yminoilt of ljowi9)19io019 gootho1 mid jirlvui fely ownv d eh114

1II'19i nevomlil for91 hirgi' 99 ik (it Il Ito (9i99 9'itipi of 1 Jfit944 tnt l114jortiI 1I(JI
hi)I ll lotioi'oiu'aell li loiii.'ia I 08t oxisielitim i'st meo m ' of I ho A rmedii Foref~i
f l I Iirh' (4,ioiH'Itoll 94. PeltIII'II 1491 m tel ('94 Iwo m499e'l loj 1103 (e) of Il hoC~a reor Colo-
juimI ill A. for 109, am9 *ioieut (fill Hiff. 1402), 10) 11I..., 94tinim 47148, 0157,

i114. Wi sIifii'ii u Vill NII 1101199th tit 111 1,1011 fi9999ll Iteu.
HI ltitly 34911914,

PIV.1K149 M(IIuun9ro
A #alalaont JloorearV of Deofense( (flupply and JboyLpiins).

i',oI'nt'od fy 1191 (leirai Accoulitiig DecembI)wonter Il, 10!'50)

Ali lipl'998111f199 (it ftstl~(overnuIell'm~ niuatil freight itIpetljiff atnd tie ro-
19110i(109141A14 14 l41111111t0118 114 olWs

90111 4,1,i14 All otip"

Ave, ugm itti tir WIN1 oif tld i gi 9399 he ............ r. e. 'i 3, VP
Nmo,I ofu iii l oll .49j99'91 . ..... ... ... .... 430 Vjt/ 4, W, i tp,
Avur o (il, por bill (of adIs uI. .... ... -- . .... $4h/ If, 111 rF,

To f 111#1 1 t tiiiill t . . .. ..... ..... ... .... $1611461 fill 170u, Uiji, 4(ft

'191Th oe (l6n ollpItiltlom;1 (d( uiot-Inoludo:
( I) Ally trimmi499rt91tt109 c'4,m11 for f.o.b,. IdemltinaI(1f pr;iel17099ntI.
(2) Only Pnill t of tue tratimportfltion (9411 rnintlr9im tip cot eofttftet,7#.
(11) FoitEiEJnu traifljisirtnlti(J (1414 (of the(1 I)0twigo4 Jelirtfiient.
(4) Onily 99 p1111, ti$ Irmis14irtllon cst (14 for IC~A Rhfilpimentm.

Freight ivouohore, all modes other than rail

I ns. Freighit RtPsuus. J'lpe. rO- l
19(11( Motor for Al, It1,99 lines RE A alIedJ rroiAfs

goods witrilers r$a

July 1105m............... 29,440 27,1936 2,679 2,043 2,111 41 6,767 i 2, X0 73 X0~
Aneiot HIM ............... 3M, 1201 27,8!N 2, h3 I 2,(1oq2, 1p 1 'Yj ,735, 2, 17 77474
RepemeIli 19H-----------..41. 31A 30,1191 2,8892 2,911, 3, 4Q2 164 , W.3 2,(f,4 'W
Ocloher JIM 9...............401,9hIF 30,197h 2, 852 2, fp!/I 4,273 11 M;5 1t 3,37717U2
November 119589............30,732 27, 03 2, WY) 2, &90 3, 19 4 0h 1, I W1 Wr y2
l)rreii.In'r H1IM1.. ........... 38, 4,9 2, CO0 3,23M1 3, 120 3,213 6.5 7492 1,M 89 21/
hoiity 194139............... U, 13h 32,2112 3,174 2,0701, ,7 m4 g, !.1 4, 11H4 72M1
Pblruary 111591-------------83,4201 21,283 3,5118 1, W7 2,416 47 9,0 3,I .54W 82,243
March 119 ........... ..... 81,020 a3,049 3,Wit 2,uo66 3,0(M# &1 7,117f 3,2 A-V ,W&OV

01y 11119 .................. 4,7 37,, M, 37 ,342 2,7 A3 2,701 67 7,7,1 3,7 W.331
Jumo 19h19----------- ------- 31477h 3,8 4,142 2,27 70 6A 7,314 3, 075 PA",641
April 111il.................39,7, 111 1 4,140 2,0W 2, 731 776 I6% 3,F OW ,3,41

T1ota................440,079 300,229 40,279 211,932 37,4(n7 m48 I-",645 3,,8 jl249A

'repred bjy tho (icoeral Accouuing O111m.

IMP'ACTP 014 TH'ANSPOIITA'IION OF~ 110T;SEHOID GOODS OF MILITARY
AND CIVILIAN PERS.ONNEL1 ON TIIF HOUSEHOLD GOODS CARRIERS

ASSISTANT SErultrARY OF Drny.Ni
SU PPLY AND TA)OISTMICS,

Waahf ingfon, D.C., June 4, 195.~?
Memorandum for:

The Assistant Secretary of Defense (Comptroller).
Tme Assistant Secretary of Defense (Manpower, Personnel, and Reserve).
The Assistant Secretary of the Ariny (Logistics).
The Assistant St-cretary of the Navy (M aterial).
'VTo Assistant Sveeiry of the Air Force (Materiel).

Pf -*7
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Bubject: Review of I)epirtment of Defense policies governing the transporta-
tion of hotisehold goods of military and civilihtn persoilol.

It 111.4 lceu rlOitedly ('c(lielnded y coiigresshmal, militry, and coinmerentl
trnltliortinton Itterests that I ru, tv('ei'ilt l)e arnibut or i )efe polI(hs govern-
Ing tihe tIrnslor'titlon of tulose11oid goods of 1lllt1ry 11ersonltie (I) iioptulo an
(111Orltol1 niditihti.slt tv, worklod lt (ite De III r ItIen of )efelitse ; (2) enolII'lloge
uelI heai i Incrieles by eull'rler.4 (3) result itl sI hlr itdi d rvIce, ; a11d (4) havo
it ititdverse eftll,l onl awt 1ilrmel or1 itlilit lry I vi-sontno'.

In addition, qetles-lollS '1)vo fi l xiveInrd is to (1) whether (ilt,, same nwtlhod(
mholl beo C1l111doyedl In1 tit,% dolliestih, shIIpIIl~ltl of bil-od goods~ of 111lnry

ipersoitlliti (vi'irrently tender Ilie (1ov.ertiteIi bill of ind itg) itiod I lvlnit o )o',ttOtllleIl
currentn i tinder itoenluinO1t11ed Itllowit ie) ; (2) whe r liititi llttt sitotihl 1eI
estalished coi'erning to ' iImnuII ier of iariersill an ligenL Itny 1I('ilvs'Itt ; (3)
Whether r'eferito sh oli th te givltl l II itl t 111 (11, h) t arrltitlers w'tih ternlituti
fellitiIhs wthh111 i reasoniimie liroxhuly of sliltlp)tg n(llviles4; (I) (i1 t need for
arnd e1oxt4 cols of igeth,)i h ol1,)1 tl O ti l llh1 lces Iitle lt to) i-IIlnljort1)oi.

Recenliv. otielliIs of four IIIiJor t11.Vloid gotd s ctlir, 11 1114 -119,t g 10I11-

soret by It,11 otli Br1d'ges, r111lt tud'i fli tile I t'.s' u i I i toll 'h be n11111gei to
p1'inlt ilItir ier.11oo btting i.1isre'r',( to selec(t, front it ilst or low-cost
qiitiltitled earrhiers, ti'o rer which will 11ove th il llounsvilold good, wititollt
regard to qilituile dlIst-rtliion, tilt hlnt i11' reiuinitig triflile for wich tle
proierly owne's did 1ot desire to sjlecify it lreferetice be rolt tLed aititiOg low-cost
qtitill iit llriers.

Tit view of tto for'egoing we llnve Intihied a Ithorongih rv'ew of l)epnrtnint
of Def ,is1,o pol es governling the tlI'illStiil itt ion of iouisehtilt good4 of iuiltItiIry
aind lihiIIi t)e'.soinuel by 11 V)cl it inent of )eIeii, tein under i e oinuatinsilp
of a m1emier of ny staff. T te objective of tite review is to deternillne tile effec-
tiveiemss of current poiel's i1id r(,,o1i1letiil whit citnlges, If filly, s 1io11d II liUo-
prlately be mande. Additliunl tentative guidelines tire provided In the attaced
brief. It IN tantleipnted titt pl)proxlulteiy 4 inolltli1, will be required for com-
pIet ion of the review.

It wilt III appreciated if you would designnte an al)proprhlitte repress entntIve
to par'tieitmte full thtle III ti %1ibijeet revh'we, effrctlve 31ne 10, 11959. It Is
requested tlint the naite of youir desiguee be furniled by telephone (extenslon
57081) not later ttln Jtune 9, 1959.

PIiP TEBOXTIrT.TIR, Jr.,
Depity Assistant Secretary of Dcfcnse (Supply and Logistics).

0mnvrmNs FOR RrVTF.w OF POr.TCIEI GOVERNING TTl E SHIPMENT OF IIousETIOLD
GOO s OF MILITARY AND CIVILIAN PFIlSONNEL

. PRESENT rOLIcIPS

A. Present policies provide for the shipment of household goods of military
personnel as a completely managed and controlled Glovernment operation em-
ploying the Government bill of lading, with executing shipping and transportation
officers select ing carriers and directing movement. In arranging for transporta-
tion these officers nre required to give top consideration to quality of service
and lowest overall cost, and must equitably distribute traffic among carriers who
are competitive, with full consideration given to any preference expressed by
the owner for the use or nonuse of a particular carrier when It does not Impair
equity In distribution of traffic.

B. Civilian personnel transferred between points within the United States
normally arrange for the movement of their own household goods and are given
an allowance for this service In accordance with commuted rates promulgated
in Bureau of the Budget Circular A-37. When transferred to, front, or between
points overseas, their household goods are shipped by transportation officers
under Government bills of lading or similar documents.

Ir. NEED FOR REVIEW OF PRESENT POLICIES

A. It has been repeatedly contended by congressional, military, and commer-
cial transportation interests that the present DOD policies governing the trans-
portation of household goods of military personnel-
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1. impose an enormous administrative workload on the Department of
l)fenn, by requiring'shipping activities to make all arrangements with
carriers, maintain records and pertinent files, inspect carriers' facilities and
performance, etc.

2. Enourage unethical practices by carriers, such as excessive packing,
mnnecessnry servicing of household appliances, etc.

8. Result in substandard service by preventing free competition among
transportation companies.

4. Adversely affect the morale of military families by denying or inter-
fering with family prerogatives and decisions in the movement of their per-
sonal effects.

B. In addition, questions have been raised as to (1) whether the same method
should be employed in the domestic shipment of household goods of military
personnel (currently under the Government bill of lading) and civilian person-
nel (currently under the commuted allowance) ; (2) whether limitations should
be established concerning the number of carriers an agent may represent; (8)
whether preference should be given to carriers with terminal facilities within a
reasonable proximity of shipping activities; and (4) the need for and cost of
servicing household appliances incident to transportation.

C. Recently, officials of four major household goods carriers, at a meeting
sponsored by Senator Bridges, recommended that present policies be changed to
permit military personnel being transferred to select from a list of low-cost quali-
fled carriers, the carrier which will move their household goods, without regard
to equitable distribution, and that the remaining traffic for which the property
owners did not desire to specify a preference be rotated among low-cost qualified
carriers.

D. Because of the foregoing it is considered essential that a thorough review
of this subject be completed as promptly as possible on a representative worldwide
basis by a Department of Defense team under the chairmanship of a staff member
of the OASD (S. & L.). The objective of this review will be to determine the
effectiveness of DOD policies and recommend what changes, if any, should appro-
priately be made.

III. METHOD O R vIEW

A. Pertinent information will be obtained from-
1. Each military department headquarters office of primary responsibility.
2. Each transportation single manager operating headquarters.
3. The disbursing offices responsible for payment.of household goods trans-

portation vouchers for the military departments.
4. Offices of primary responsibility at a typical oversea command head-

quarters.
5. Offices of primary responsibility and a cross section of military per-

sonnel and civilan employees at representative installations of the military
departments within the United States and overseas.

6. The General Accounting Office Transportation Division.
7. Civilian agencies of Government.
8. Military water terminals.
9. Corporations with national moving accounts.
10. Operating headquarters of a representative number of household

goods van carriers and freight forwarders.
B. The review will have as its primary objective a determination of facts

and the development of recommendations with respect to the matters set forth
in section II herein and related questions. A part of this review will include
a determination of the methods employed for the movement of household goods
of officials and employees by other Government agencies and by corporations
with national moving accounts.

C. The review will be guided by the following principles:
1. Preservation of the best possible service at the lowest possible rea-

sonable cost to the Government.
2. Minimum possible involvement in the affairs of the military family.
3. Elimination to the maximum extent of administrative overhead.
4. Minimum interference with free competition among transportation

companies.

51686 0O- -- 35
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5. Recognition of the importance of preserving a national transportation
system adequate to meet the needs of national defense.

0. Maximum practicable consistency with commercial practices.
D. The review should be made by a select and knowledgeable team, com.

prised of one representative each from the following elements of the Depart.
ment of Defense:

OASD (S. & L.)-Chairman
OASD (Comptroller)
OASD (MP. & R.)
Department of the Army
Department of the Navy
Department of the Air Force

B. The review should be completed within 4 months from the date of
initiation.
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NUMBER 4500.13
DATE February 20, 1958

Department of Defense Instruction (BU~)

SUBJECT Transportation of Household Goods of Uniformed Personnel by Motor
Van Carriers

Rot. I (a) DoD Instruction h500.13P subj. *A above# Me. 15# 55 (cancelled herein)

I. REISSUANCE AND PWPSE

A. This Instruction is a reissuance of Reference (a) with revisions
necessary to make current the regulations set forth in the In-
closure.

B. The purpos of this Instruction is to establish a uniform basic
regulation for the Military Departments governing the shipent of'
household goods of their uniformed personnel by motor van carriers,
and to establish coon requirements upon such carriers.

Il. CANC NATION

Reference (a) is hereby oancelleL

U!. APPmxAgnaw~

When the Military Departments ship household goods of their uniformed
personnel by motor van carriers to, froa, or between points in the
Continental United States, such shipments will be forwarded in accordance
with the regulation contained in Inolosure 1.

WV. REW.I ACTION

dating regulations of the Military Departments will be modified if
necessary to conform to this Instruotion, end two copies of such
revised regulations shall be furnished the Assistant Secretary of
Defense (Supply & Logistics) within ninety days after receipt of this
Instruction. Two ontes of any subsequent clarifications of or changes
to the regulations ialementing this Instruction shall be forwarded
to the Assistant Secretary of Defense (Supply & LogIstics) for infor-
mation within thirty days after publication.

V. l o Odoro DATE

This Instruction @hall become effective on the date of issuance.

Inlosure - 1
Regulations for Transportation

of Household Ooods by Motor Van
Carriers# w/4 attaclmenta

C. P. MILNE
Acting Assistant Secretary of Defense

(Supply and Logistics)

-1 C-rQPYi

0
541
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4500-13
Feb 20, 5n (nol 1)

REOUIATION FOR TRAMPRW1hI0N OF
KNMSKHOW 000M 13Y MOTOR VAN4 CARtflINKS

The purpose .of this regulation to to establish uniform procedures to be
followed by the Military Departments in the shipment at 0overnment expense
of household goods of their uniformed personnel by motor vwt carriers top
from# or between pointe in the Continental United States.

0 2. 8tj&utorYAuthority Ld 13ic Ititleents 9

* a- Section 303(o) of the Career Compensation Act of 1949 as amended (63 5

* Stat. 002), end the Missing Persons At, as amended (k6 tat. 143), e
provide statutory authority for the transportation of household goods e
of itiformed ereonnel at Oovernment expense. The former Act provides 0
in part that '...under such conditions id limitations a d for such #
rnlks, grades or ratings and to md from such locations as may be I
prescribed by the Secretaries concerned, members of the uniformed e

* services...in cgmiection vith a change of station (whether temporary 9
e or permanent) LAIAll be entitled to transportation (including packing, 0

crating, drayae, tesorary storage And unpacking) of baggage and 0
C household effects, or reimbursement therefor, to and from such loan- e
C tiobs and within such weight alloe ncee as may be prescribed by the #

Secretaries, without regard to the oeoprative costs Qf the various 0
modes of transportation." However# disregard of comparative costs of e

* the various modes of transportation t authorized only to the extent C
C carriers within the mode which would produce the lowest over-a l cost e
* to the government can not provide the required services satisfactorily. e

b b. basie entitlements established wider the aforementioned authorities #
Ae set forth in the Joint Travel Regulations promulgated Jointly by C

* the Secretaries of the Departments of Army, Navy, Air Forcep Treasury, e
C Commerce, and Health, Education, And Welfare. e

3. Selection of Carrier

When, in the judgment of the officer, comercial van
service is to be used, selection ;T Me arrier will be based on the
requirements of the individual shipment# the carrier's ability to perform
the required services satisfactorily, and the cost of such services to
the 0overnment. In determining costs, consideration will be given to rates
and charges in all applicable rate tenders and tariffs. When a given ship-
ment must be held at an in-transit facility prior to line haul movement
for consolidation with other ehipments, for storage-in-transit, or for any
other reason, the carrier which is selected must have, end place the ship-
ment in, a satisfactory facility sufficiently near (as determined by the

officer at origin) to permit ready inspection of the
facility e the household goods. Shipments will be tendered only to
carriers who are qualified, willing, and able to provide the service
which will, in the judgment of the officer, serve the
best foreseeable interests of the Ooverment sa tie property owners.
Carriers to which shilents are tendered amet have proper operating rights
from origin to destination or must have made satisfactory arrangements

Aevised ?Y.rch 10, 1959
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4500.12
Feb 20, 58 (Inol 1)

for Joint carriage with other carriers properly qualified under Part II
of the Interstate Coimrce Act, as amended, or the lows of the State
having Jurisdiotion of the carrlagwj provided, however, that no carrier
shall be eligible to accept shipments unless it has executed and fi]Ad
with the officer at origin a Household Goods Service
Tender vhi ooloms with Attauhment 1 hereto. If the destinations
are beyond the territory authorised in Its operating certificate, the
carrier mst also have filed with the officer a
Service Tender Jointly exeouted.by it and such other duly certificated
carrier or carriers as will participate in the Joint carriage of the
shipments.

4, Distribution of Traffio

a. Subject to the conditions previously set forth, traffic viii be
equitably distributed among thore qualified carriers affording the
lowest over-all cost to the Oovernmmnt. Zach officer
will maintain a list of qualified carriers as well as record aindi-
cating the distribution of traffic. Records of traffic distribution
will be maintained according to tonnage or total revenue, including
all charges (except storage-in-transit) acuruing in connection with
the shipments, by destination state or overseas area. Traffic will
be distributed according to originating carrier rather than according
to agent; e.g., the amount of traffic tendered to a carrier having a
single agent will be equal to that received by a carrier with multiple
agents in the saise metropolitan reap other factors being equal.
When a Joint carriage arrangement Is utilized, the full weight of
the shipment will be charged to each participating carrier holding
authority to serve the origin point.

b. Carriers providing unsatisfactory service may be removed from the
list of those eligible to receive traffic. At the time of such re-
moval a written notice will be forwarded to the carriar concerned
stating, as a minimum, the reasons) for the removal and the action
required of the carrier before it will be reinstated. A eopy of this
notice will be sent to the home office of the carrier. In addition,
a copy will be sent to the Headquarters, Military Traffic Management
Agency, Washington 25, D. C., when a carrier is removed because of
unsatisfactory service within the United States.

5. Rate Tenders

Tenders by motor van carriers of rates or charges below those in tariffs
will be in writing and will contain a provision that they may be cancelled
or modified only by written notice of not less than t'zirty days by either
party to the other, except that a shorter notice may be given by mutual
agreement of the parties concerned. Such terAers will b# filed in the
local shipping office. No review by, or distribution to, higher authority
is required for such tenders unless requested by that authority.

:~~~~~ ~~ . :F=T iINALC P
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4500.13
Feb 20, 58 (Inol 1)

6. ISngaeMent of Service

s. Subject to the exoeptiona noted in paragraph 6b, Govroent bills
of lading rill be ased to obtain line-haul transportation of house-
hold goods by motor van carriers and authorized aocessorial ear-
roes performed in connection therewith, such as paoking, drayage
at orgin ed dettnation, storap-in-tramit unpacking at desti-

nation, etc. Such 0ovorvaent bills of lading will be prepared and
executed in acooroanae with regulations of the respective Mlitary
Department. The name of the originating carrier will appear on the
bill of lading in the space entitled "nae of Initial transportation
company," and the amoe of all carriers participating in Joint
carriage wil appear in.the space entitled "via," in the order of
the performance of servio. In addition, the folloviag Information
wiU be shown under "eecriptiom of Articles" om the Government bill
of lading:

(1) Oroeso tare, ad net velghte, it such Information i available at
the time the bill of lading is prepared

(2) lumber and date of the applicable ousehold Goods Berrie Tender;

(3) Rate(s) ani charges) per ovt., or other definalble measures
applying on the shipment) if ascertainable at the time the bill
of lading is prepared. If such rate(e) or charge(s) is not a
norally applicable tariff rate(s) or charge(s), the vord "Special"
will be adde4 in parentheses.

(4) Tariff identification or other reference for rate(s) and charge(s).

b. Purchase orders namy be issued in lieu of Government bill of lading for
obtaining drayage or other types of local service.

c. When storage-in-transit t desired, the bill of lading will be anno-
tate4d accordingly. If the officer desires such storage
at origin or deatination, te annotation will be "storage-in-tranit
not to exceed days is authorized and will be at origin"
or "storage-in-tranelt not to exceed days Is authorized
and will be at destination," a appropriate. If storage is to be at
destination and a officer is available at that point,
the following notation will be added: "Carrier vill notify the

_ officer at (insert name and location of
appropriate military activity) of the arrival of this shipment at
destination before it is placed in storage." Upon receiving this
notification the officer will inform the carrier what
disposition should be made of the shipment. The name of the storage
warehouse will not be specified by the I officer.
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7. Execution and Distribution of Service Tender

The officer will, upon request of a carrier, provide the
carrier t co-p ies of the Household Goode Service Tender with Appendices
I, 11, and III thereto (reproduced locally) for execution. The original
Household Goode Service Tender, after execution by the carrier, will be
assigned an identifying serial number and retained in the files of the

officer. The duplicate copy of the iouehold Goode Service
Tender will be retained by the carrier.

s 8. Execution of Statment of Accesorial Services Performed

C A statement (DD Form 619) verifying the accessortal services rendered
by a motor van carrier in connection with the line-haul transportation
must be executed in triplicate by the motor van carrier and the property
owner, when applicable. Sufficient copies of this form will be pro-
vided the carrier by the officer.

9. Processing of Goverment Bills of Lading and Sumorting Pamers

a. As soon as possible after pick-up of the household goode, the carrier
will furnish the ordering activity:

(1) Two memorandum copies, numbers 6 and 8, of the applicable
bill of lading, showing gose, tare and net weight signature
of the carrier's agent, dates of pick-up and dispatch of ship-
sent by the carrier, the transportation rate# and total charges
accrued.

(2) One copy of the Inventory list.

(3) One copy of the completed Statement of Accessorial Services
Performed (MD Fom 619) with the words "at origin" added after
the name of the shipping activity or installation. (This is
required only when accessorial services are performed and so
noted on the Goverment bill of lading.)

b. The carrier will furnish the property owner or his agent at the

time of pick-up:

(1) Memorandum Copy No. 9 of the Goverment bill of lading.

(2) A copy of the inventory list.

a. xcept a provided in f belov, the carrier wl suit tothe origin 0

officer for the purpose of receiving payment:

(1) Original and Hemorandwe Copy No. 5 of the accomplished bill of
lading.

#Revlsod Parch 10, 1959
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(2) Original nd opy of Public Voucher (Standard Yorms 1113 endl.l3A).

(3) Original or certified copie1 of certificates showing gos
end tare veihte furnished by a certified veiKmaeter or
obtained fi a certified scale.

(4) Original of Statement of Acaessorial Services Perforied (t Form 619).,
('i is required only when eccessorisl services ar performed
end so noted on the Goverment bill of leading )

(5) Two copies of the carrier's bill of lading, freight bill, or
combination form.

d. Carriers will not be required to furnish a greater mmber of copies of
a Ooverment bill of lading ad/or supporting papers than to estab-
lished in this regulation. In the event any copies of these documents
(except the original Ooverment bill 9f lading) ar lost or destroyed,
legible photostatic copies of the sea size s the document repro-
duced, are acceptable. If the original Govermsent bill of lading
should beom lost or destroyed It will be replaced by a Certificate
in Lieu of Lost U. 8. Over nent Bill of LAing (Standard Form 1108).

a. To facilitate timely popsent to the carrier, the origin
officer# mpon receipt of the doementes enmerated In o ea ee, wil
partly assemble end review the voucher end supporting papers required
by the dis ring procedures of the Military Departmnt concerned,
and praptly dispatch such papers to the appropriate disbursing office.

S f. With respect to shipments between the thited States and overeesa *
Areas under through bills of lading, the carrier will sumt the C

* documents enumerated in o above directly to the appropriate disbursing *
* office.

10. FAm of E 'rnortation and Accessorial Che ee to Carrier(s) for
U5111MOnteSonaieed% t trsae-in-7trnIt at D station

a. g of Trtatton Q ees The payment of transportation
charge from us point or to the desvination storage
point on shipments of household good. forwarded for account of the
Department of the AM, the Depetaet of the Navy (Including the
Marine Cors), or the Department of the Air Force, and stored in
transit for account of the Motor Carrier end for ultimate delivery
to the Consignee or owner my be mad upon completion of the trena-
portation to the rArrier's destination storage point and prior to
ultimate delivery to the oonsignee, Provided. The carrier hauling
the abment to the destination store point certiies as follows
over the signature of iti duly authorized representative--

"he household goods described on ____________Bilof _________0owerment Di of' Idn Number

vere p2aed in the carrier's storage warehouse at
DestinAtion

..... on friend will be permitted to remin there

lbised March 10, 1959
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for a period of or such shorter period as my meet
o. -of days

the consignee's or ovner's demands. Carriers) assumes ful
carrier liability for the shipmsent during such storage and
until delivery to the consignee or owner within the designated
storage period.

Signature end title of carrier's
authorized representative

b. The certification required above will be made on the covering
Government bill of lading except when there is not sufficient space
on the bill of lading for this purpose. In the latter case the
certification with reference to the appropriate Government bill of
lading number may be made on plain paper and securely attached to
said bill of lading.

c. Mment of Accessorial Charges: When transportation charges have
been paid as authorized in paragraph 10(a) above, the payment of
accessorial charges, if any, accruing against the shipment after
delivery into storage may be made upon presentation by the motor
carrier of a claim therefor on Standard Form No. 1113, which should
bear the same bill number as the carrier's original bill for trans-
portation charges but carrying a letter suffix (Examle - No. 12345-A).
The claim for accessorial charges mist identify the Goverment bill
of lading covering the transportation service, show the basis for
the accessorial charges claimed, and be supported by an additional
original Statement of Accessorial Services Performed (D Form 619) *
for services rendered at destination, signed by the consignee,
showing --

(1) The accessorial services ordered and furnished;

(2) Receipt of the shipment by the consign'e' or owner; end

(3) Loss or damage to the shipment, if any
(Use space captioned "Explanation or Remarks" for this Infor-

mation.)

11. Use of Contract Warehouses vs. Storage-in-Transit for Temore
ssme

a. When temporary storage of household goods is required in
connection with their transportation incident to a change of
station, storage-in-trensit, as defined in carriers' tariffs#
.ill be used for this purpose except when it to clearly evident
that the best interests of the government and the property owner
can be served only by the use of contract storage.

#Revised Parch 10, 1959 
E43561
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b. When a 4atorslnation of the beat interests of the governmnt
and the property owner is in order with respect to the use of
ofttraot warehouses vs stomr4ain-tranitp it vill be wM for
tach over's goods separately ad viM Involvye onsidration of
all of the fltoving elemnte

(1) The total cost to the Svernlmnt by *sob mthod to include
(1) storage charles, (2)i n out handling chwas,(3
special 40ok fees or surchare., (4) preparation and distribution
of proaurrnst papers, (5) preparation verification and
distributioG of fiscal doocmmnts, and (6) records documents
which mast be laintaitmd by the government.

(e) The extent of liabilityl in event of loss or d enags of ommon
carriers ve contract warehouses and the diftioulty ad expense
iwolved in establishing responsibility ad processing claim
for loss or amge vhen both omIn carrier and contract ware-
house art involved.

a. The. officer at origin or destination y mike the
determinate on as to wthr contrao t warehouses or storap-In-translt
willibe used.

Attachments - 4
1. Household Goods Service Tender
2. Appendix z - DD) Por 63.9
3. Appendix 11 - Packing and Unpacking

Requirments
,. Append III O Obination Inventory

end 0.S.&D. Fori
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HotSEHO O00) 3UOVD E T1RVICE T
TOI W_ _ _ _o _ _ _ _ _ or_ _ _ _D t

Post Office AMdreas Service Tende No*____________

Vam of Oarrier-.-

Baste Federal or State
Permit No. _ .... I

Name of Carrir,_____________

Buo Federal or State
Pernit 90.

1. The undersigned motor carrier(s) (hereinafter called the carrier),
representing that ______i_) ___ qualified under Part 37 of the Inter-

tit is) (they are)
state Comere Act and/or laws of the State of to perform
van servioep offer($) the following in additiontt-if and legal requirmentes

a. All shipments will be moved from origin to destination in vehicles
owned or operated by the carrier and under its direct responsibilityp or in
joint carriage with other duly certificated oarriers. Joint carriage is defined
for the purpose of this Tender as (1) the physical exchange of equipment between
carriers or the reaeipt by one carrier of equipment from another carrier in
futheranoe of a through movement of traffic, at a point or points which such
carriers are authorised to servo and the simultAnos interlining of the ship-
ment with the carrier receiving such changed equipment or (2) the interline
of shipments between authorized carriers.

b. A notation will be made on the face of the pertinent Government
bill of lading or purchase order indicating accessorial Services performed and
the charges therefor, when applicable.

0. (1) The carrier Ail inform the officer at origin of
all shipments not dispathedat "W Ond of the seventh calen-
dar day after the day of pickup. It is understood tat if a
shipment has not been dispatched by thr time th e.
officer has the option to remove the shipment frcM ri
and engage another carrier to move the shipment to destination.
It is further understood that if another carrier is eagsd
to transport the shipmentp settlement of the accrued charges
will be made with the initial carrier# eept that no charge
will be honored for drayage or storage that occurred because
of the initial carrier's inability to transport the shipment.

(2) When the carrier accepts a shipumts both the origin and
destination of which are within the scope of its certificated
authority, but finds because of unavoidable circumstances
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that it i unable totghysioally teanport the shi'oentp it
my awrang with atweo duly authorted cartier at origin
to perfom the required searvioe, provided the substitute
carrier ha a evie Teder en file with the installation
or aotivit* whioh tended the shipmnt. In suoh oases the
carrier whioh oriinali.y aeoopted the shipment will inform
the officer of the naoe of the carrier to whom the
ohip"NUT'1been transferred. The eartier which originlly
accepted the shiomet vill continue to be shown on the bill of
ledig as the iitiel earrir and will retain full Commn oar-
r iaer l ilit for the ehipmt.

d. £1 packing, ateiale vans &M equipment, and the loading and un-
loading of vans, are subject to Impection and approval by the officer
or hie authorleed represetative at origin, to be performed in a manner nd dur..
ing such time so as ot to restrict or unduly delay the carrier in the performance
of its evice.

e, (1) PiokWv will be made on the specific dates) agreed upon be-
tween the hours of ?too A., and ?O0 P.. unless the property
owner gives adv&oe approval to a ohane In date(s) or hour(s).

(9) Delivery to military installations will not be made on Satur-
das, 8undaye or holidoye unless the carrier has advised the

offioar or his representative sufficiently in
'f'the arrival of the household goods and the

office' or his representative aees to suoh delivery, T. IN7
to the owner' s residence will not be made on Sind ysv or holidays
unless the carrier has advised the owner or his representAtt"
sufficiently in advamoe of the arrival of the household goods
ad the owner or his representative sgre" to such delivery.

f t. Vehiolee used to transapart household goods includingg those used for
inta-oity Male) will be oloaed furniture vans. The interiors thereof will be
clean and eanitwr and will be provided with a sufficient quant-ity of sloen et-
tised pads, covers, and other protective equipment to insure safe trwnsit and
delivery of the household goods. hrlees specifically approved by the ordering
_____ oice the ower, or his agent, household goods wil) not be loaded
on t1e ailgates of vans. When tailgate loading is approved, the load will not
exteni beyond the surfaoes of the tailgate or above the top exterior surface of
the vehicle.

g. vkae tax weight of each vehiole used in the transportation of hous-
hold eods will be determine by having it veighed prior to the transportation
of each ehikpent, without the orew or any other person thereon, by a certified
vetwat htew or on a certitied smle, and when so weighed the gasoline tank on each
ueh vMale will be full and the vehicle will contain only such blankets, pads,

chain allies, hand trucks, end other equipment as is needed in the transporta-
tion ot the ohipents The oarriar will retain in the vehiole, subject to inapeo-
tico, a weigtmaster' certiticate or weight ticket for each such vehicle shoving
the tape weiht, the date weighed, and a list of equipment needed to transport the
shipemt. fter the vehicle Ua been loaded it vll be weighed$ without the crew
or a ethe person or thing thereon except the load of household good. being
tranorted plus the material end equipment as Indicated in the first sentence
oftbe5 perograos prior to delivery of the sPment, and the net weight will

IMPACT OF DVFENSM MBCUIUMIONT
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be detWeined by deduoting the rae weight ffft the loaded weight. in the
transportation of part load& the provisions of the paragraph will apply in all
reopeotas emoept that the gross weight of the vehicle containing one or mow.
par lo&d. IIl be ued " the tars weight of suoh vehicle U to part loads ed
eoquently loaded thereon. Ixoept when otherwise approved by the
officer concerned# the bin of lading when subsitted for pqumnt by to-er
will be acoompanied by such duly certified weighater's weight ortificato. All
tre# grote, and net weights will be properly certified to tW the parson(s) .o
aoertal" nah we s. Onatructive vw s (Nem pounds per cubio foot) will
be used only Wom avithrisation of the ...... fic. at origin.

he In eoouotien with the owner ow his ap",the carrier Vill pe-
pare in "iplLosto an inventory list of &U artielee received, bearing the mig.
natu e of the owner ow his agent together with the signature of the oarrierp
beth certifying to the coreotnes of the inventor (Appedix 1I2 to tWie ten-
d.). (See also paragraph Do Appendix U)

Is A certificate (DD Iow. 619) itasing the aooeeowial (adtLonl)
service performed will be prepared and signed by the carrier and the owoe o
is agent in oomecoWon vith hoehold goode lipped iada this tender.

J. Peaking and unpocking of household goods will be performed in
aooordanoe with the requiremente attached hereto in Appendix I.

k. (1) hA soon u possible after pickup of the household goods the
cariei will furnish the ordering aotiviqo

(a) two memrandum copies, number 6 sad 8, of the applicable
bill of ldin bowlng groes, twa and net weights sig-
nature of the ceerier's agmt date of piok-p and dis-
patch of apuset by oole, tee trmperation rate
An tot a charges aoosed.

(b) Onoeg 9f the enleted Aoeeaml Sarvioee Cartifi-
oatem Yam 619 with the vrds Iat eriUhi added after
the mo ef te shipping ov'I, a Loaetelatifon. (Tis
is required om wbon aooee a emvces ere performed
mad so noted on the Government b1ll of ladi.)

(e) One co of Wte inVetor lt.

(2) The carrier wl furnish the epw*e w or hie ages at
tine of piekopi

(a) Mimorandt o6py No. 9 of oeonmmt bil of leading.

(b) A copy of the invetowy liet.

) The earre v1ll ubmt to the osigi officer fer
the ppoe of reosiving pamsnta

- ~ II
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(a) Od sod m Ouiia0 auw Nd, 5 of the aoomqJlishod
bill of lading,

( l) At ' Ml oopy d Publio Votehet (AMArd F11 AM )W&

(e) oft ial or de tUtd eo0e1 of doetifltit showing
gmree sd We heights turniehed by a oe tified weigh-
ms t o r bhmd freem a osit~fid ieaI

(6I) itigI&A of AjWeeeoral tirofeef dsfcbfioStb (M for"
619 kg Ts requited only whwi aooessortal services
Wure 7"r o noted en the evetmob bill of

(a) ils eqe e of the earfteioe bill of ladtng, freight bill,
t'6biIMtiOn tore

1 If the sariers' leee or deeorVe w eopiee ot the Government bill
of la dle (e eqt th Original ) Or' s ertift pe e ishh are required to oh.
taie ,ewt et eaioee readesred it will pretido he O*eromenb with legible
phot6staMe ecoiee thereof the eom vise as the dooment rqroduoed, If the
orideal 06overit bill of lAdiig ks let or destroyed it will be replaced by
a C rtifi~et in Let of Lont U, O6 wr meht bill of Ilini (standad ron 1100).

a. Wiehonece used for otorup-in-traneit vii properly protect
the p~verty stored thevemn

(1) Ntiular attention will be given to the fire protection
(e.So fime resistant constr action, fire protection
equiLpnt fire alam devices, and first aid fire.fighting
equipment) afforded the property. It in understood that
aay violation of lawfully required fire protection and
prevention practice will be sufficient basis for the
overnmnt to prohibit use of the warehouse concerned
for any further storage of howehold goode at Oovornmnt
* pense until the violatioa has been corrected and action
bse been taken to prevent a recurrence.

(2) There will be adequate protection from pilferage,
contamination) flood rain, dust, moisture, windtom,
beat and cold.

(3) There will be no evidence of insect and rodent infestation
and there viii be am established program either administers
by the wrehouse concerned or an outside fim, for the
control of ineats, and rodents.

(4) ibere Vil be adequate fir* alles, Inspection aisleo
and asles for aces to the bouehold 8oods in storage.

IMPACT OF 1011PPINAP, Vito(! U11 X, M PINT
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( ) ood ho seeepiag practices will be followed, This
viii include provisions for the ooLieotion of used
packing aWd crating mterials, crates, and other debrisp
vii prevent the aousulstio of excess duet, eA dirt,
a will insure that working supplies and equipment

are maintained in an orderly condition.

a. The follUving services vill be provided s soon as possible
after arrival of the household good at the storage varehouse
Ahen the carrier or the wtarehousemn is informed in vriting
that the property wili remain in storage-in-traniit for more
than ninety (90) days

(1) "~e, barpete, and upholstered furniture will be
protected with moth preventives except Vhen it iS
determined that they are med of cotton or synthetics
such as rayon, nylon, or orlon.

(2) In addition to the application of appropriate repoelAntep,
ugs, earpots and upholstered furliture will be placed

in individual containers or individually wrapped in 60
pound kraft type wrapping paper and secured with pressure
sensitive tape or twine. When fumigated rug roome or
cold storage rows are used, raping is not required.

(3) Upholstered furniture will be placed on special racks
or in special cartons# right side up, so that no articles
touch or press against upholstery ile in storage.

(is) Mattresses Which were not placed in cartons at the
residence, because storage in transit was not anticipated
vhen the household goods wre packed and loaded, will
be placed in cartons. All cartons used W.11 have a
minimum average bursting strengthlper square inch of
200 pound&, and wil be clean and free from vermin. Foan
rubber mattresses will be stored horizontally and not
under pressure from other items.

2. This is not a rate tender.

3. The carrier understands that submission of this service tender to
the shipping activity is prerequisite to its cossiderstion for transportation
of household goods, that it does not obligate the Oover-nt in the
distribution of traffic, and that such submission indicates that tbe carrier
is qualified, villing, and able to accept shipments from that activity and
seeks such business under the terms hereof.

~'i~ ~ ~St
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I.. iliii o.rfol' .PhIkl be o*ttveot upon tile date first above writtouti
shl1) jtjnuoI~ 1in *rt'ot unti)l withamwn by the oarkiui' upon thirty ( 10)
dkaye' "Otto* In writ 111 to thle ____oficer (or himswoviuosor)
to Aam tendsr.4, And shall# Wh!1S"'Maot~ hev s pplicable only to
shtpu4nte of household £0046 vhioh the undrsgmd carrier rmre and
eermto** on hlovornwwnt bills of )sftina ot purchase orders, and shiall form
a part of the cond4itions Uieieof,

(01oftil.' IaM and TItE)

(lfaw 31 darrIer)

Apiad8Iess i, n w nalI
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tiiis irop;rlu!'m itormotion, or tho wbrll 1 141191 will boo Ing.,rtoil Ahnn fnpp1ioeblo?.
(ojltont lnlMilo~ .II rtirm I# (lquirooi onlly whetn (mNimsiAl oporvloe'm) 01ro prtormol

WAld 0r otlvity or 1tilist ~iol

Bill f' t111t'jj f lt fNinbor bot) r ipmont

Na Rf Owneor Jj'jjo ier. oweaqHtbor

varn Omver Mniu 011

rouge 11e0111r11mennt of oratie. ml# - OM l '

-ft~e=+ : Atra pliok-'p ZEatra dilIi-ory WoIsting or piano
oro i 14£ 7 yes carry

£3 ~ n Yo/ "ea £7 No 03 Thu £ Neo

Mei oarrier has performed the accessorial ovcs Indicated above,
Name of carrier JDate S8ignature and title of carrier's official

The accessorial eyes indicated above vera" performed by the abova-naeed carrier.
Date ISignature and grade of property owner

DD) Fom 619, 1 DEC 5? Edition of 1 Feb 1955, slay be used.

516860O-60---36
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AI'PgNIKl ii

Vokwl or ftberlsverl boer umsti as eotisld leretlAfter shall he its
V 1 VwOW-Olatabed ftlbboaX)l MW-xOloata plywVool Wiled wood,
kornited fiber or solid fiber boxes, boxes salltA be nIsw or It sounl
elttloill It Uot mew they slel be free of all mre pertAtinln to any
previous shil~unt and fro of any substance injurious to the artioles
boin oked. oxes my be made of lumber, plywood or solid fiber they
*hall be well muuaaotured si ftre from Imprfeotiono whi+h may affect
their utility. Oio sulnl spatitng of nots will be in aoconance with the
beat oominial preaottoe, All unolinhed naile shall be eithr cement
oateit or ohemially otohed.

artoo , m or use#, of moldi or aorrupted fiberboard may be used for
*ekiug 1i iwn, book, bedding, iattreseos lamp shadesp draperies or
other articles All cartons used shall be adequate for the use employed,
awl must be dry, olean, and Tree from wtrin, aotid, paint, crease and
otler substances injurioUO to We owner or hie a• et or to te articles
peed. After packing, cartons mist be oluedp stapled or sealed by taping
lengthwise t the joint on top and bottom* The sidewalls and ends of the
,vrwiotod or solid fiber cartons sthall be of a minimum average bursting
sttngth r square inch of P00 P"Vnds. With the exooption of mattress
,-artens, the inside divansions of the carton, length, width and depth
totaled, shll not exceed 75 inches with a weight limitation of 63 pounds.
t" crates, ornge crates an similar type boxes will not be used. When

determined by the officer as necessary to assure protectice
am sae transportation of-M articles, boxes my be used in lieu of
cartone.

3,. MRSI ANID VI1R DRUMw

UWooden barrel, fiber drum, or other drus type containers with a capacity
of not lees than 5 cubic feet are to be used for packing glaswane china-
wore, bric-a-brac, table lamp base, land other fragile articles. All such
containers, wbetber new or used, mst be clean, in sound condition and
tree of all substances which might be Injurious to the owner or his agent
or to the material packed therein. Fiber drms will not contain more than
120 p&uns an *hala hare a sidewall burting strength per square inch
of a minima awerage of 400 pounds. Corruated fiberboard containers of
not loe than 5 cubic feet may be used i lieu of a barrel or drum type
container for packing. he sidewallend ends of the oontainer shall be
of a mia m bursting strength per sq~wre inch of 350 pounds* ot more
tln 120 pounds of material hall be packed therein. When items are
wrned with shredded paper or excelsior there shall be at least four
incee of cushioning material on the top and bottom of the container and
tvo inches of cushioning material along the sides. This protection is
not reqxred, however, when "Master Pak," "Kleen Pack," or other similar
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methods ore use. 'tfas sum of the Intorlor horlzOntAl anol vqrt~lal
Sirths lul 1e not loso than 157 inOhes for wvoAori lorrels, fibr
drumas or other 4r" typo ontalers. t* oublei unoapI ty it fiorrgAft*4
oontaitlers mey We detmrinod toy notual mwuromnt,o.

(ood quality we0d eoxelslor, wood wo l exotoleor, shroid44 papor, "kntk,"
nowspaper# rhorboiannl +ornigatol rtborblord (or ratt palpr shall be usod

ia % filler fot ItMonral pa(klng, Vltlr mtorlial. shall too ujlaer, drj at.l
tree from vermin or any substrnoes injurious to tte ortiols to be £o.d.

Nlow or good quality tunee wood excelsior or ahrefdoelo paper o4, or other
equally suitalela witrialp shall be used when required.

6. JAM14 WIAPPN

All wrapping gpar use4 shAll he raw or oloanp Kraft type of not less
than 30 pounds wigt except so othervise provided erein, Mmh ItAN of
silver war*, d1ver oromeuntAtion or breaks that to not .,ost.4 to prevent
tarnishing will bo completely wrapped in nontarnish tissue papor

7r. MAMI- WAX3R (3 5tMR

Al vaed pa r used shall be mnil vax or equivalent of not less than
30 pounds weigt. Treated paper my be ued if of "Duttwr" paper type,
free from creases and fol ds

D. MAWRNK 9- PACKING

1. All pugking shll be performed in a maser requiring the least cube
measure nti, producing pakaslps that vii vitnitand norm] movemat by
motor van without dam to container or contents snd at a minima of
wight, Furter# the maber and weight of containrs vil.L not be greater
than neOssary to accomplish efficient movement.

2. Al finished surfw.ss shall be so protected a to preveont Aoratching or
mrring.

3. The use of damp, wet, or unclean packing mterials Is prohibited.

4. Care shal.1 be exercised to prevent loss or dsmm of household Soos in
process of packing and the carrier shall poperly and amply protect ho se-
hold effects in its possession by prer protective meaure wM by not
piling effects in a inamr likely to cause damp.

5. When necessary for safe trasportationL, or mtorag-in-trsasit, all barrels
or fiber drums shal be securely beaded. When beaded, the barrels or
fiber drum shall be imrked "This End Up."

~47
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books shall be p1aed in cartons. All books of similAr mine shall be
packed together in rows. Pads of solid or corrugated fiberboard &hall
be inserted between wows and packed tightly# wedged with pads or paper
If necessary to fill out the carton and prevent ohaflug. Books normally
shall be paked not more than two wows high to a carton.

g. CH1 IAWa .a LASSUAM8, 01M, J AINUM STAMY
VAW MIC-A-MUCK

Raah barrels fibre drum or other container shall be padded In the
bottom with sufficient excelsior# shredded paper, newspaper or other
adequate cQuehion material. te ms shall be wrapped separately except
groups of flat Items properly divided may be wrapped In bundles
properly cushioned. TMe heaviest items shall be placed in the bottom,
the lightest Items on top, Barrel, fibre drums, and other containers
shall be packed " cospectly as possible, Padding shall be pressed
gently but firmly around each item and s oy pieces be put In the
containers as possible with safety. Any surface or edge of an article
that io fragile smuet be protected by cushioning, Stowre shall be
packed In containers bottom side up# and bundles of flatware shall be
placed In containers on edge.

3. ~m &IU VC,3UIW- - WAS, RAM. POFT-ABL STOV28. BUNLWS
VIUAT . AND LP 3M

When necessary to protect the items for safe transportation or storage.
ti-transit they shall be completely wrapped in paper or newspaper and
packed In a carton with enough padding to provide Insulation necessary
to prevent contact of one article with another and to eliminate movement
of any article in the cotaine r When poking is not necessary the
item shall be properly wrapped or paddMed for proteotion.

All kitchenvare, flat irons, electric ironsp eto. shall be packed and
padded into cartons. The heavier item shall be kept to the bottom
of the container ad the lighter Items to the top of the container.

5. 1. MAPEI33S. CLMMA AM IM XMW

When not considered " safe for carriage t draverse, ahests, dressers,
trunks, etco. linen, tovelsp bedtg, drapites, clothing (unless a
vardrobe Is to be used), sml pictures, mirrors and other ites of
this type ball be packed carefully into cartons which shall be
properly sealed at residence.
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large mirrors shall be wrapped and pecked in a orate. 1ot "oM than
four furniture mirrors will be pecked in any one orate. Speoiftiations
for packing mirrors are applicable to glass tops, large glass-facd
pioturee, and a.1 other glass articles of this type. Stone table tops
shall be paked separately.

All lasapehadeos hristmas ornamentsp small toys and other small items
easily orusheodp shall b wrapped and placed in cartons and shall be
insulated from the oar'= walls and from other itm. Silk and parch-
ment lampehadeo shall be wrapped Individually with clean paper, not
newspaper, end placed in oartogs and ousbion4ed to prevent shifting or

8. MATIs,

Mattresses with innereprings sad thoee containing foes rubber, or
mattresses consigned to storage uet be placed in oartons at the
residone. ALl cartons used shall have a mliimum average bursting
strength per square Inch of 200 pounb. Mattresses without internal
springs and those not containing foam rubber uet be placed in cartons,
bags or similar containers at the residence. Paper bts, if used,
shall be of not less than 60 pound Kraft paper. All containers used
must be clean and free from vermin.

The carrier will use diligence to record in the Inventory (not a lieabla
to the contents of pieces of furniture or contaiuere of any type)any
unusual conditions of the goods so received,. The T"wentory shall list
the articles of furniture and words such as "Household goods' or other
general descriptive terms will not be used. Special cae shall be
exercised to ensure that the Inventory reflects the true condition of
the property. General term such m. marred, soratchod, soiled, wor ,
torn, gouged , and the like shall be avoided unless they are supp)emnted
with a statement describing the degree and location of the exception.
(Care in the preparation of the initial inventory will assist in protect-
ing the owner of the property and the carrier in the event of les and/or
dams. Appendix III is a suggested format for the body of the Inventory
form but Its use is not mandatory. Ietory forms which specify name
of owner of goods, the date of shipment an nam of carrier, and contain
on the form an explanation of the condition symbols and location symbols
are acceptable.) Howvr the carrier will provide =m of record ng
on the inventory prepared by the initial carrier exceptions and the
nature of such exceptions to the initial listing In each unloading,
warehousing, and reloading of the goods. household goods will be
properly Identified at time of pickup by affixing a tag or tape (or
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It ibe ommittee admires axim Nrther Infornitition on this subject, do not heid-
urv, 1-0 C*11 ulom Imt.

PHIMP TABOUTILLICH, Jr.,
AMap Am*istaott Sm,vtory of Defe"lte (Supply and boglatica).
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910AII NNIVAT014 0t0tIO11AN I Ili your letter of Ifobruary 0o 10%0 y'ou as* that we
foriaih to the Joint INcolonsio tJoffititto cope of ahid~i we have mad* oM
WIstiattioni anid tioa of tio 1115d mtiuiM lo N btal rpr tf and anyq direct
tivew wicllhov initsen latnied Alt 'aul @7(of en. t410 An4 motir *6
M9tiilitit1 i It~i~s*it Iifne ion st, i''rotmet £nrojt o15 it sM fmentde progamM

for stiliiaftios and slimpoma of ea'eein And otiwiplti peiwonal jprty Nrc
014A and 110 had (1 lready tindtortaken studies to determine the oxtent to whith
(JMAAWDi) actroonn tlroe(ldtul'6 could be mtreitmilned And Improvoid, the 11"reats
project, coneistratod o11 major govornmentwide I*"#*se aud management Iffrb
lea, 'Th Iriwll problems selected for sttudy were set forth Ins my ltter of
Heptmsiho 22 115tto the headso of those agencies which generate substantil
titiotitiw of excomm tersonal propertyt a cofy of which I* attached as oxhibit A,
Yots will note that the specific problm areas, selected for study ar- -

(a) the extent If any, to which prowe excess propwty utilization In
adversely "iMcod by present xovernrnentwide policies and prsitfloo relating
to reimnbursemnt for touch property,

(b) IintiffleInton and disposal (of scrap;
(n) whether full and appropriale use is being made of oefes Personal

property trnsferrosd between Il'ederai agrencies;
(M whether effective controix have been established to assure that *seem

personals proptirty iso considered the first. source (if supply ins agebey pro.
cusretnent programs; and

Wo whether B more meaningful goverrsmentwido exeew and stluau per-
serial property progress reporting system can be developed,

Theli study on (am) confirmed that existing policies and procedures relating to
reimbsursement for excess personal property transfred beween ageneso has
adversely affected maximum utilization, 'The sgaff report on (a) is attached
ats exhibit U. The first two steps toward Implementing the recommiendations
contained In the staff report are letters from the Bureau to GSA (see exhibit C
attached), and DOD (see exhibit 1) attached), requesting changes in exisgilug
Policies and procedures which will eliminate reimbursement as an otostae to
better utilization of excess property, GSA has informed us that revised GOA
regulations which will effectuate our recommendations will be ready for review
within a few days. DOD has not had sufficient time to analyze and reply to
our letter (exhibit D) which urged that DOD policies be modified to permit
the transfer of excess property without reimbursemeaL

Since studies on problems areas (b) and (e) are not copleted, data Is not
Yet available for transmission to the committee,
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of $100 sor is'ss.

Wo When the iigency hams need for the property and rertifies that ft ham
iso avesiiiihls fuides top paIy faeir vitlue (poiqsr'm ortth).

(d) When the property requires major repairs or is In pootr condition,
IPrope(rty held In 1)0D work ng capital tui i s are not mubjeet to th Mse exemptio.Ns
sln('e the authority Iso price stitch property restitM In the Heeretary of Pefensw.
However, DOT) working capital ind excsis property In available for transfer
without reitiuirmemnent when the value at mtiensarsl cost of the fine item r"quested
Is less than $130. Plans aire underway to raise this eiling from $500 to $:3,000,
effectivel.anuary 1. 1960.

Thum, under present policies agenese eon acquire excess personal property,
except DOD working capital fund excess property, without paying for It If
they qualify under the approved exceptions to the general rule and make the
appropriate certificationso. In fact, over 00 percent of the exess persona! prop-
erty transferred In fiscal years 1958 and 1959 was without reimbursement.
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S1NlIliNON

1. liffetit of reqsJ~remowl lt, .'cmbisravitietil .
(a) 0t ttlUIhuah.-.Maxltlni utillntion of ,xceO'm personal Plrol erty Im not

being Achieved under exiotin policies, In the three (GHA reglotim visited by the
study group (New York, Atlanta, And Hniln Francisco), we found a ufi clont
number of specific cases where utilization wow prevented be:a use of the require.
went for reimbursement to Indicate a general problem, (Mee exhibit 11, at.
tached, for exampleo) In almost all of the cawes, the property wh'chi wito not
utilized wAn subsequently donated for education or public health purpoiew, In
addition we found cameo where agenelst who had no funds available iceted
excess property in poor condition because It was free whilh the sanmo kind of
property in good condition, lint for which reinburweinent waw required, was
donated. In each case the property waw owned by a DOD) working capital fund
And, therefore, not available under any of the GSA exceptions to the reimburse-
went policy.

The total effect of the requirement for reimbursement on utilization Is not
reflected by the canes mentioned In the preeed!ng paragraph or by the examples
shown In attachment B. Those cases are the ones where an Agency needed the
S)roperty and asked that 0SA intervene with I)OD to wee If the requirement
or reimbursement could be waived. An a general practice, agencies who needed

excess property but had no funds to 1my fair value nade no attempt to secure It
if the catalog indicated that it was reimbursable.

We cannot ept'inate the extent to which utillsttlon would be Increased under
free transfer policy. Estimates from agency People with whom we discussed
the problem ranged front 20 to 100 pereut.

(b) Ot paperwork.-A strange result of the various exceptions provided in
GSA regulations which authorize free transfers is the Increase In paperwork.
We found many cases where an agency office would seud several separate orders,
all under $500, each specifying delivery to a different subordinate office in order
to obtain excess property free. In a few Instances this meant that as many as
25 separate orders were written, processed through the GSA regional office and
the agency that had the excess property. One order specifying 25 delivery points
would have done the job had It not been for the desire to obtain the property free
under.one of the exceptions.

Another Instance of Increase In paperwork is the correspondence which
results when an agency asks (SA to intervene for them to see If special circum.
stances warrant a waiver of the reimbursement requirement In specific Instances.
Since such cases may take months to resolve and several exchanges of corre-
spondence, GSA may also have to ask the holding agency to extend the holding
period and this Involves additional Paperwork.

(c) Ont coedition codes.-The transfer of excess property at fair value has
required the establishment of a complicated system of condition coding since the
fair value of property must be based on its condition. The code developed by
GSA Is set forth in GSA Regulation I-III--,)0O0b. (See exhibit A.) There are
16 different codes and each of them are applied as a result of subjective judg-
ment. Uniformity of application has been Impossible because judgment varies
and the shades of difference between codes are very slight. Differences of opinion
frequently occur between the buyer and seller of excess property because the
condition code determines the price. The condition frequently looks better to
the seller than to the buyer.

In addition to the natural differences which will occur because judgments
differ, is the effect of reimbursement on condition coding. GSA's regulation says
"where doubt arises as to which fair value code applies to an item, preference
should be given to that fair value code which will facilitate and encourage
maximum utilization." Which means that it is all right to downgrade an item so
it can be transferred free. Since condition coding Is personal judgment the
codes at a particular installation may reflect the owner's desire for high reim-
bursement, while at another the codes may reflect the owner's desire to get
rid at the property as fast as possible. Add to these differences the fact that
military standards of performance are different from those of civil agencies
and the complexity and variability of the system Is apparent.
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When a customer examines an excess list he does not put great reliance on
the condition code unlesJbe's had previous experience with the coder,

Thie fair value code has led to a complicated system of condition coding which
Is subject to many inconsistencies and very difficult to administer.

.Tihe pauper's oath
None of the exceptions under which excess property can be obtained free is

subject to such wide variation In interpretation as the so-calle4 pauper's oath.
iSonio agencies interpret It strictly and will not certify that no funds are avail-
lible as long as there is money available in their property appropriation. Others
prohibit the use of the pauper's oath in the field without prior head uarter's
approval. Most agencies, however, interpret the pauper's oath loosely. One
agency salid it used the pauper's oath to obtain excess property free unless the
item was specifically mentioned in their appropriation request. Many used
rubber stamp certifications.

GSA accepts all pauper's oath certifications without question and does not
look behind the certification for evidence of validity.

3. Hoarding of supplies
The study group examined thousands of Individual transfer documents to see

whether property was being acquired In excessive quantities. It found no evi-
denco of hoairdlng. As a matter of Interest, most transfers of excess property
are for small amounts and are widely dispersed among the thousands of small
fled organizations. In the whole Government for the 12.month period ending
March 31, 11)59, there were only 170 transfers of excess property which amounted
to $50,000 or more at acquisition cost.

Inventory controls and supply discipline in most agencies are such as to pre-
vent large unneeded quantities of excess property being transferred. The ex-
perience of the immediate postwar year will not be repeated,

OONOLUSIONh

(a) Present policies and procedures relating to reimbursement for excess
personal property do not facilitate and promote maximum utilization,

(b) The fair value code has led to a complicated system of describing the
condition of excess property (condition coding) which is very difficult to ad-
mininter and subject to many Inconsistencies.

(o) The "'pauper's oath" under which Federal aggnctes can obtain excess per-
sonal property (other than DOI) working capital fund property) without pay-
ment of fair value is not interpreted uniformly or carefully monitored.

(d) The donable property program has created a general feeling among Gov-
ernment property management people that the present system Is unfair because
it requires Federal agencies to pay for excess property while that same property
Is available to non-Federal agencies at no cost.

Recommendations

Utilization of excess personal property within the Federal Government is
falling considerably short of its potential. With substantially greater quan-
tities of excess personal property predicted to become available in the next
several years, it is necessary to eliminate the obstacles-to maximum utilization
and at the same time retain sufficient control by the Bureau to avoid undue
augmentation of appropriations. This can be done by abandoning the concept
that fair value be paid for excess personal property and by integrating excess
personal property utilization programs into the budget process.

To provide a more favorable climate for the utilization of excess personal
property and to Improve the Bureau's position with respect to the effect of excess
property utilization on agency programs and budgets, I propose the following
plan of action:

(a) Eliminate reimbursement for excess personal property, including
working capital fund excess property, except for those agencies presently
named in GSA Regulation 1-III-303.03a.2, and other public enterprise funds.

(b) Send a letter from the Director to the Secretary of Defense which
requests the Department of Defense to make working capital fund excess
property available for transfer without reimbursement.
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(6) Revise budget procedures to require agencies to include excess per-
sonal property utilization plans in backup materials for their annual budget
requests. This would include (1) the amount of excess- personal property
acquired in the past year and estimates of the amounts to be acquired in
the current year and the budget year, and (2) the estimated amount by
which agency, personal property requirements for the budget year can
be reduced by the acquisition of excess property in lieu of new procurement.

(4) Include agency excess and surplus personal property utilization and
disposal programs and plans as a regular item in the annual budget reviews
conducted by the Bureau of the Budget.':

(e) Issue a memorandum to all agency heads outlining the new approach
and requesting their support for the program.

E tAGSA Reg. 1-111-303.01

(12-27-M)

SECTION 308.00 TRANSFERS OF EXCESS PROPERTY

803.01 Agendes Bligible.-Transfers of excess personal property may be
made among Federal agencies, and to the Senate, the House of Representatives,.
the Architect of the Capitol and any activities under his direction, mixed-
ownership Government corporations (as defined in the Government Corpora-
tion Control Act), the municipl government of the District of Columbia, or
a non-Federal agency when the functions of a Federal agency- authorized to
procure for it is transferred to the Administration.

808.02 Information of Atailabiity.-Information regarding the availability
of excess property may be obtained through the following:

a. Direct exchange of information' between agencies pursuant to subsections
301.06 and 803.06 of this Part;

b. The examination of reports of excess property available in Administralion
regional offices;

c. Personal contact with the Administration; and
d. Review of lists of selected Items circularized by the Administration.
803.03 Fair Value-Reimbursement.-
a. Excess personal property shall be transferred with reimbursement at tair

value or without reimbursement (the costs specified in subsection 805.01b of
this Part will be 'chargeable to the transferee agency) as provided below:

1. Reimbursement shall not be required, under the circumstances speci-
fied in subparagraph 4 of this subsection, in any case'where the property
transferred was acquired by the use of funds either not apprOpriated from
the general fund of the Treasury or appropriated therefrom.but bylaw
'reimburable from assessment, tax, or other revenue or receipt*, unless, in
either case, payment of fair value is requested. This applies, without limi-
tation, to property in working capital funds.

2. Reimbursement shall be required when either the transferor or the
transferee agency, (or the organizational unit affected) is subject to the
:Qovernment Corporation Control Act (59 Stat.' 597; 31 U.S.C. 841), is a
mixed-ownership Government corporation, is the municipal government of
the District of Columbia, or Is a non-Federal agency when the function of
a Federal agency., authorized to procure for it is transferred to the' Ad-
ministration.

8. Reimbursement shall be required in all other cases except as specified
in subparagraph 4 below or unless otherwise directed by the Administration.

4. Reimbursement for fair value shaJi not be required for the transfer
of excess personal property underr the following circumstances:

(a) Transfers to the Administation for redistribution, to the extent
not precluded by subsection 808.04 below.
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(b) Transfers to other agencies of the Government, when approved
by the Adminisiation, for the purpose of replacing and upgrading of
equipment, provided:

(1) The property being replaced is older, of poorer quality or
or less efficient for use;

(2) The property being replaced meets current replacement
standards, if such have been established by the Administration
for such items;

(8) The property being replaced will, promptly after replace-
ment, be determined to be excess and processed in accordance with
section 802.00 of this Part or transferred to other, agencies in ac-
cordance with subsection 808.00 below; and

(4) The acquiring agency certifies on its purchase order sub-
stantially as follows:

This property is being acquired pursuant to GSA Reg.
1-III-303.0a.4(b) and does not include items for which re-
placement has been specifically denied by the Congress.

(c) Transfers to the Administration for the furnishing and equip-
ment of buildings, offices, or other installations where the Administra-
tion is authorized to provide such furnishings and equipment.

(d) Transfers, at one time, from one location, of property having
a fair value, determined, pursuant to paragraph b below, to be not in
excess of $100.

(e) Subject to appr.elif of the Administr1tiop, transfers of prop-
erty which involve'unusual and substantial cos Ao the transferee
agency for disfintling, removing, handling, or tra sporting such
property.

(f) Tran era of property where h e ministration a roves such
transfers nd determines .- 'ch ase tha t-4f is clearly the best
interest f the Govejnfent, land t e requisi toning agenc certifieson its purchase ord _bstantily as allows:, .

1) That te agency hs a netd for'the property to cary on
a approved rogrgin, M4aequis tion of e perty wi l not

suit in an inventory JJIn exe of -hat permitted der
SA Reg. 1-11-408.02.,/ / \ / .
(2) That procurem V%'f th6 proper y nnot bp financed m.

valuable f ds and U --
(3) Tha acqi tio o then cy. nbtcontra to any spific

imitation r other f -actipV l h Con
( ) Transfer which y be ma w t reimbursement or t s-

fer funds I acco with peIlw enacted subsequ tto
June 21, 1944. // I. -.

(h)2Transfers to ,n ex e n .exces p r ty whi the
holding agency previously acqu ter m t e transfer agency thout
reimbu sement, provided th_trlinieree a ncy ceres on I requi-
sition o urchase order follows:

Th property ered by this\docum nt s acquired rom this
agency by the hol cy w without r hursement, d Is being
reacqu l pursuant to GSA- Rg. 1-I1I-30.03a4(h

b. Unless directed erwise by this Administration, fair y ue of excess
personal property under s Part shall be determined by tW holding agency
by using the following fo u ta which the Administratox as determined will
promote utilization and which-take ito considerto2 the other costs which
transferee agencies will Incur:

.A~k
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Percentage
Fair of original
V lUe Explanation or estiinated
C ul 0 acquisitioncost

A Unusted personal iro irty, ready for use in1 a condition Identical with Iow Items 80
dtllI"1rby a iililer. In general, tills would include only property that would
qualify for a ondIIin oode of N-I Now-Excellent,

It Penonalproperty ihlich b n updi and requires no reconditioning or reAnlrad 1d
p .al piroperty Wllb awhic 11ou unued and requiring no respond tIoning or
1I=SpA, 0o ot qualify for Fasir Value Code A. In general, this would Incudeo
prolirty that Would qualify for the following condition codos!

N-2 New--Oood.IE-l Usd- teolndtoned--txcetlenlt,
-I ted-UIsAhle Without Italrs-txell 1t.

V Personl prolirt y requiring 1inor repairs, to put Into able moldiltion, whether
U usd or sni alid property somewhat below the condition outlined In Fair
VAhle Codel above. iI Vneral, this would Include property that would qullify
" ha '0"llowill M1dtloll codesN-3 New-falr.

X-2 Used-teondiioed-Oood.
0-2 Ali-Usahhe WIthout tepIrs-Oood,
it-l Uwd-Relalro tequired--Exellent.li PersLolprety lrequiring major repilrs, eonlVersion, or rehabolitatiOnl, end all o ther (')

Items whieb throughtl deterioration. obsolescene or other factors do tnot flt it Fair
Value Codes A I, or C, In general, this would Include property that qualifes for
the following ;nttllion co:es?

N-4 New-Poor.
-3 Used-lteconditioned--Fair.

I4 tVed-Hoeoonditioled-Poor.
04 Uasd--Uble Without Repairs- Fair.
0-4 UsVd--Usable Without Ielirs-Poor.
1-2 Used-lepalirs ltRequired-Oood,

11-3 Used-Repalrs Required-FaIr.
R-4 Used--Repairs Required-Poor.X Salvage,
&SP.

No charge.

r, In determining fair value pursuant to the formula In paragraph b. of this
sulbsection, where doubt arises as to which fair value code applies to an Item,
preference should be given to that fair value code which will faellitate and en-
courage maxilnun utilliation by other Federal agencies. Where application of
the above foriuula will not achieve the Intended purpose because of stpeelal
eircumstanees or the pecullar nature of the property, the holding agency may
use other criteria for arriving at fair value If approved or directed by this
Administration. Where circumstances warrant, and the agencies concerned
agree thereto, fair value prices higher than those arrived at by ise of the for-
mula speefied In paragraph b. of this subsection may be used.

d. Disagreement between agencies as to the fair. value shall be referred for
final determination to the General Services Administration Regional Director
for the region In which the property Is located, or his designated representative.

Aehibit B

EXAMPLES OP CASE WIHERE EXCESS PROPERTY WAS NOT UTTIIZED BECAUSE
OF THE REQUIREMENT FOR REIMBURSEMENT

1. Riseihoicer jackets, Atlanta General Depot
Three hundred new wool Eisenhower-type field jackets were available for

transfer at the Atlanta General Depot as nonreported excess property. The
U.S. Federal Correctional Institution, Tallahassee, Fla., needed all of the Jack-
ets but because funds were not available obtained only 37 which could be trans-
ferred without reimbursement The correctional institution eventually filled
their requirements from a supply of used Jackets in need of repair available at
the Memphis General Depot. In the meantime the remalning 263 new jackets
at Atlanta General Depot were donated to the State of Georgia. In this case
Federal Government needs were filled by using a product in poor condition while
the same product in new condition was donated.
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2,. 1roi pipe, Alaritic Gorps btupply ef'nter, A Iban-y, G/a.
Tho Marine Corps Huppllr Center, Albany, (i., reported 49,514 feet of 8-Inch

Iron pipe Ini fl0W eonlilon ns excess to their needs. Tihe! acquisition cost of the
plIe was $4,40. 1It. ,laekson, HC., requested 10,0MH) feet, If transfer could be
tiade without reihinirsement, 'i'he transfer (ould not be iniade without reln-
btirsenjeit a nd 11,71)2 feet it. til aequistion cost of $21,771 wao subsequently
(IonaI tted,

3. Nleroper, A tlata (¢ltteral Depot
Five each, 2t 1 -(-itble-ynrd scrapers find seven each, 0-cubic-yard scrapers in

usiqel bit. repaired condition were reported excess by ti Atlanta General lDepot.
'i1ie total acquisition cost was $44,130. The Soil Conservation Service, Alex-
andria, La,, and tlhe UIIMDA Xperinent Station, Experiment, (in., were Inter-
ested in obtaining fill of tihe scrapers If they could e transferred without relim-
burmenient. Reimbursement wahII4 re(llh'ed hence IltIliaZtloII will not aIccoImI-
plished. All of the equilnent was subsequently donated.

4. Cotton. dtek, Ncno York
One million eighty-two thoisatild sevetn hundred and forty-one yards of cloth,

cotton (hick, O.1). 42 inches whhl In new conlltion were reported to the New
York USA regional office; 4,609 yards w(re transferred to Federal agencies on
13 separate orders, nil of which were for less than $500 (which could be. ob-
tained without reinlbursenIent). Tire Post Office Department requested the
total quantity for use Iin patching mail bags provided It could be transferred
without reimbursement. This quantity w6uld represent a 2 years' supply to
the Department. DOI) would not waive the requirement for reimbursement
and the Post Office declined to tpay fair value In view of the total cost of fair
value, transportation, additional treatment, cutting to size, and other costs
Involved as compared to the cost. of new patches from commercial sources. As
a result all except the 4,609 yards transferred to Federal agencies on 13 sepa-
rate orders were donated and presumably the Post Office will buy Its require-
ments for mail bag patching material from commercial sources.
5. / ltt ttint, landing mnats, New York

Twelve sets of alnitiin landing mats were reported as excess property to
the GSA regional office In New York. The total quantity was requested by the
I)efense Materials Hervices, GSA, provided the requirement for reimbursement
('1ul Ibe waived. DOI) would not waive reimbursement'and the 12 landing mat
ets were donated.

6. Iultdozert, New York
Nine D-7 bulldozers used but repaired and In good condition were reported to

the GSA regional office. New York. Four were requested by the Fisand Wild-
life Service, Oceanville, N.J., two by Soil Conservation Service, Richmond, Va.,
and two by Soil Conservation Service, Columbia, S.C. All requests were based
on waiver of reimbursement requirement. DOD would not waive reimbursement
and the entire quantity was released as surplus.

7. Photographs identification equipment, New York
One hundred and twenty-eight sets of photographic identification equipment In

new condition were reported to the GSA regional office, New York. The FB.i in
,New York requested three and the Geological Survey, Denver, requested three
provided reimbursement could be waived. Reimbursement was required and
except for one set which was transferred to AMC at a fair value cost of $188
the remaining 127 were donated.
8. Maskinu paper, New York

Three hundred twenty-four reams of masking paper In new condition were
reported to the GSA regional office, New York. The total value at acquisition
cst was $7,290. National Park Service, Cape Hatteras, requested 50 reams,
a Navy publication requested 100 reams, both subject to transfer without reim-
bursement. Both of these requests were reduced to 32 reams, the amount which
Mould be supplied without reimbursement under the $500 limitation. The remain-
Ing 302 reams were donated.

51688 O-60-----87
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MIX thoititittl illu titty'oeii rolls of 244lueii kitift writpping paper lit now
contion wore reported to thlt (11A rogiotii tllice, N('w York. i'Totiti nImi(i~t~ on
tcost *as ll fli j4'jrt.%1j-igltt rolls wo'.'o ttI'llttttt'rt'ed to the l4'odlertl i'etttte~tlir
tit Aiiersoml W. Wa., withoutt rel fiisite'iolt tiii'r tife $MMt)) 1114 Item itiitttt tool.
Tllt Nollotiottl Ullyitg I )tviiion. 014A, reqjuested thte totit hi utity If reluitlurme-
1tt11i1t viiiii lo We v il. (11141% IN 14111 1101111t 1 I o iII rr iitirei't IN 1 IP9 1101 W IIV(i
or NiI!) (isA willtitot ljoy fui ll'VtI, it 1'(411100i 114 otreitlly oltil' IIV fort4iiiitli'ti 44I
Ib It ottIro lot1.

ni~rt Ordt, (fil(f.. rollortoMI iir oxe~i'5 till ntie'uitit bit ineiililiii' to tit 014A ii'.
glonill otfie 8111 Fimaelsc'o. Tlhe it'coit lg nuuthitiv cost PON, 121ni W11t4 listed
lim being 11ed hillt lit 0%etelleutt condil on. 14'1111- %liitte rei'lred wits $1,79)4. Tlho
l11i'o i of' Indlit Affl tiat Pl'q'tlind loodted 14uch1 it 1111111114 to ropillw fill old1
wl'orn-ol t0314 111111101 lit lis' IiI titi'ti offlico. 'l'lloy 111141 ito fltit u1II'uuiitllO for tlie
t'opla'ollttit of t h' 1111101111o licite t hey reque1lsteid It for lipgi'odlng eim~1t log 'up
mioot wit hontrluret t I1101) wiuil Iii, wi i vi et riitiseieit illte-
ototttt The'lrei I li the 1,1141 tile et'w'ilt lg 11i'~lItt iot ii i111111-Wii i'Odolittioni II el'st
for th114 Illnel,

It. ('olifflu Iiorl1t'ej.atrt Na ri aNIId41~(e e' 801 l1 (181(N)

Pilf-lv' t'e'i-1 lt .I)X (Nuninttoreil ro4ft'lgerattor' beieti fit tile Navy Supply
Coert lit flllanttu. ('litl.. wvore t'oistrted to MMH t~glonal ofiliev. Him Feriuetst'o,
%%s exvet's .AU4 wvos 1111tce to tratnsfetr 141 i'ot't'igot'uito' lit fllth vlorl ( $114:IA
'aut) . Tilt F~ederal Prison tit Alcuitrits iuikei for tilt r('tttittitg 34r to lx' treits'

to lvn x' o valute. 08~A requiested D)ODH to wa lv.' rolmtohursemont i4tii(It't
W'it woe nnios'ssftt, il.They wore stcessful. however. lit itegotittlu flt, prince
dowli from 20 percent W~ 10 )44'icctt of swqisilt 14)1 cost. Ah'uttriz wtHas l to
find mtilclett flunds to fllty 12 refrIgeraitors lit this p'Iev. The t'iittilitg 2:1
wort, approved for' donation. Had there% hooita provisiont for flt, tranisfer of these
refrIgerators withtotit t'ithtsitttAleat ra nee-ded tilt of them.

Tlti Signal Doepot. Snertttnto, Calif., reportedt 20 w~ood1 frameli plywVood shteltersi
11t4 oxcess,. to their floods4. 'l'llo' M ilii' t'tysics 1 .:tonat ory. Unitvers'tityi of Cuilfor.
iiii. it eolttraeitor of (toe otive of Nitval iteseatit minit ted it requemt. fotr nttie
of these shelters to heo ised fill htousintg powet' supplie's anid eqiptieilt thant were
to 144? loclitetl In at rettuote a~rea lit it spechit testitng pro'gramt for' Office of Noviti
Research. TlhosNe shelters c.outld mtil ho' Irattsfetrrd I'thitott renthttrsi'itt'it hote
2o of thitto re domted.

?.I. Wtre Ia bie. MiOrsfl at, ('olif.
T1he Mlarine Corvps. Blarsto'w. Ct'hut.. report 16A.VAi rolls of wire fabric ats exce.48

to thitor neces. Thei acquilsition cost of this trial wats $542,W1. T1he trust
terrltorle- fort Gutum tim'e-led 1.t0M) rolls aitd wvits w~ilng to ptly 10 ltercettt of the
lieli"till cost or "..30 per roil. 1 101) wvollI no't accept less titan 25 porct(tt
of Iltillisit tl co-t or $S2~per roll. Conseiptenty, the trust. ter'rito)ries reduced
their order from LWO~ ito 100 rolls, aill they could etford fromt thiter eirretit allot-
inent at thep $S.25 price. The remaInning 16.351 rolls representing more tutul

$5.W)acqisition e'ort to the (h-overtneont were dontetid to State- surplus
property agencies.

ExtulalT C

ExwxurivF. )mCEn OF TI'u PRESIDENT,
IIuREAu OF~ THE Bueourr,

1Vashirtgton., D.C., January 21, 1959.
lion. Vxu'.mx FLOTE
.1dna (ni.etro for. Genteal Serviee A dmain 1tr0 tion,

MT DFlAR MIR. FLOETE: Last June when we discussed the program planned by
the Department of IDefense and tile General Services Administration to Improve
utilization and disposal of the enormous quantities of excess and sur'plus personal
property which will be generated In the next few years, I mtentioned that the



IMPACT OF DEFENSE PROCUREMENT 573

Bureau of the Budget would look into certain selected problem areas, particularly
thomo whliclh ive hudgettapy or governmentwlde organizational impact. Our
obj(ctive Is to identify and remove any obstacles or modify any pollcles which
stlind in the way of iaxililni utilization, Hinco existing pollcles and procedures
relating to reimbursenient. for the transfer of excess personal property have been
under heavy criticisn, our first staff effort ha been directed toward this prob-
lent a rea. (Sumintiry of findings find recomiimndations enclosed,)

The study confirms that opportunities for better utilization of excess personal
property are being missed because Payment of fair value is retired, and that
the losses which result outweigh any control value which reimbursement re-
quireinents nmay have. It Is necessary that we provide a more favorable climate
for the utilization of excess property and at the same tine retain sufficient
fiscal controls to avoid undue augmentation of appropriations, The staff con-
eludes that this ean be done by eliminating the requirement for reimbursement
of excess personal property, including working capital fund excess property,
ond by integrating excess personal property utilization programs into the budget
Process.

Hince your Administration has long advocated a change in policy in this
respect, you will he pleased to know that I have given general approval to the
staff recommendations. flowever, I ala reserving judgment Us to the simplest
and most effective way to relate personal property utilization programs into
the budget process m(d the budget cycle. 'rudent management requires that
experience under the new policy be continuously scrutinized by your Administra-
tion and( the Bureau to assure that transfers of excess personal property without
reinibursenient are carefully related to the actual supply needs and inventory
situation in the receiving agency. Consistent with this action, I am asking the
Secretary of Defense to modify existing policies of that department in order to
provide for transfers without reimbursement of working capital fund excess
personal property of the military departments.

I have asked our management and organization staff to work with Mr. Bean
in working out the arrangements which affect your agency and in drafting the
necessary changes in the regulations.

Sincerely yours,
, Director.

EXI1BIT D

HXEOUTIVE OFFIO OF Tii PRESIDENT,
BURrAU OF THE BUDoET,

Washington, D.C., February 8, 1960.
The Honorable the SECRETARY OF I)EFENSE.

MY DEARA M. SECRETARY: Last June when we met with Secretary McGuire
and Mr. Bean to discuss the program planned by the Department of Defense and
the General Services Administration to improve utilization and disposal of the
enormous quantities of excess and surplus personal property which will be
generated in the next few years, I mentioned that the Bureau of the Budget
would look into certain selected problem areas, particularly those which have
budgetary or governmentwide organizational impact. Our objective is to Identify
and remove any obstacles or modify any policies which stand in the way of
maximum utilization. Since existing policies and procedures relating to re-
hinbursement for the transfer of excess personal property have been under heavy
criticism, our first staff effort has been directed toward this problem area.
(Summary of findings and recommendations enclosed.)

The study confirms that opportunities for better utilization of excess personal
property are being missed because payment of fair value is required, and that the
losses which result outweigh any control value which reimbursement require.
ments may have. It is necessary that we provide a more favorable climate for
the utilization of excess property. The staff concludes that this can be done by
eliminating the requirement for reimbursement of excess personal property
transferred between Government agencies and departments, including working
capital fund excess property. The staff also recommends that adequate fiscal
controls can be maintained by integrating excess personal property utilization
programs into the budget process.

Although I am reserving judgment as to the simplest and most effective way
to relate excess personal property utilization programs to the budget process
and the budget cycle, I have approved as a general policy for the Government
the elimination of the requirement for reimbursement for interdepartmental

-ITtV5#'7AwNAL CO Y
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tIrnnAfers of excess pernoinl property. As an exception to thlis genersil policy,
rehubursem1ent shall be required when either tile t rulferor or thle translferee
agency (or tie organization unit affected) is subject to tile (loveruliellt
('oromntion ('utrol Act (51i Hiat. 6)7; 81 11.H.I. 811), it iniixed-ownershili
(overnnuent corporation, Is a nlunhtlpal government of the lIstrict of Coluilit,
Is a non-Federal agency when the fullctios of a Federal agelley aiuthorized to
procure for It is transferred to the General Hervices Administration, or Is an1
agency financed by public, enterprise funds (public enterprise funds are defined
inse. 21, Bureau of tile Budget Circular A-34). Approplriltion-owneld aiets
of tile l)epartmtent of l)efense and those held by working capital funds (which
are Intrngoverninental revolvinig fuudii) would be avalhible for transfer under
this recommendation.

I have Informed Mr. Floete, Oeneral Hervihex Administrator, of lily approval
of this change III policy and I hnve asked our iu1ngenient aund orguiizntifo
staff to work with tile General Services Administration 1i drafting t he necessary
changes 1in pertilnent generall Hervlces Adlihist rttion regulations.

However, since the Secrettry of l)efense umay, it lils dlierethan, continue to
require retnibursenent for the transfer of I)eprtntent, of )efense owned excess
property and since tle D1epartinent of Defense geajerates niore than 00 percent of
the (overnuient's total excess personal property, these changes In tile general
policy of the Government can accomplish little toward Iinproved utilization And
the avoidance of waste u111less tle I)epartient of 1)efense 1make sinilir changes
In its policy. Our study clearly establishes that there have been1 Unuy i11stances
where the insitence upon relnbur'enipnt for working capital fund excess prop.
erty has resulted ti property being donated or mold for noniln returns even
though there are vail requirements for such property in other Federui tagencles.
Such results are clearly not in tile best interest of tit, governmentt.

Consistent with our objectives to Improve utilization, we urge that the poliles
of the Department of Iefense, ilellling tlose Applicable to working capital
fund excess property, be modified Immediately to permit the trnlsfer of excess
personal property without relitbursentent.

Sincerely yours,
E.Mltv 11. HSrAArs,Dcrnityl Ihr'tar.

FxIK~lIT E

EXEcuXCUTIVE( OFFICt OF THK PIMMS I ENT,
BIiaAU or 'rOilF TEUDGET,

Washin(It n, D.C., IPclruaryi 15, 1960.
MY )EAR In my letter of September 22, 1959, 1 aet forth

specifle excess and surplus personal property problem areas which had been
selcted hy the Bureau for a study directed toward an action prograin to identify
and remove any obstacles which stand in the way of maximum results. Good
progress has been made on problem areas listed as at, b, and c lit ly previous
letter and we are now ready to turn o,ur attention toward a determination as to
whether effective controls have been established to assure that excess personal
property Is considered tile first source of supply in agency procurement programs.
This study will consist of an analysis of agency procurement experience for
selected personal property Items which have been available as excess and
which are known to have common and widespread use throughout the Federal
Government.

To simplify the collection of data needed for the analysis, we have developed
a form on which agency activities may report acquisition of specific items. It
appears that an adequate cross section of experience can he secured by limiting
the collection of data to the Government procurement activities located In the
States served by General Services Administration regions two, five, and nine (New
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York, Chicago, and San Frailc iso, respiectively). Data will also be collected from
the headquarters in rinetl activities of agencies which have centralized pro-curenient, futnctions lIn tie Iieanhluarters office.

''h( project. mtaff will conduct tile test in the field, using the three GSA re-
ginfil oill ffies naled above lim lamev of operation, Tle fornim, list of Itenis to b
tested, find accolpla lnying Instructioti will he' distributed directly by the project
stnff to lit! particilating field activitles. ''ei working days will be allowed for
ll(, ,oml-etion aid return of the forms to the d.4ignlte(l (SA regional office.
Th11, i44oJe(,t tnliff will eXII mIine tie data, cnatt reporting activities for clarifica-
tion if necessary, flit(! tabulate hle results. A munmmIry of findings will beI rlimnit ted to yOu When the test hs been(' completed,

Tie Federal SUIpply fService, GSA, is cooperiting with the Buireau in the seec-
tioll of Iteiltls to Ie tested, IN serving am local laison for Information concerning
tihes text, find will IlccliuIIlllite locally the data trillifxilited iiy iagentcy field aictlvJ-
ties pilrtiviilInig !in the text. TIIe ilnlllysis l) d evaltion of data uihIItted
will Ite i)arforliied by I ie J)r'l.ie.t stiff. Enlos(eo( are a copy of the test quesltion-
illilr(', it list. of the It(ells to lie tested Il (GSA region five, it samle of tile local
hltter to lie imei to t rillnlullt. the (iuestlonnalre to field activities, indi a time
scleilul('.

Sincerely yours,
01.M FU B. STA AT5, A ct ing D.rector.

('oplem of tie above letter have been slnt to: (SA, 1)01), AECI, Commerce,
T)IIEW, 'ost Office, OCDM, FAA, Interior, State, IC3A, Justice, NASA, TVA,
VA.

ThisI i a draft of a proposed form letter to be addressed to each regional
ngency selected to participate in the test.

)OR:t Mini. - The Bureau of the Budget iF conducting a study
directed toward the Identiflcation and removal of any obstacles which stand
in the way of maxinumn utilization of excess personal property. As a part of
the study, we are conducting a simple test to ascertain the extent to which
(xcess personal property Is used by Governnlent agencies ax a source of sulpily
In lieu of new procurement. The procurement activities In this region have been
selected for participation in the test am representing a cross section of experience
valuable to the objectives of the study.

The Federal Supply Service, General Services Administration, is cooperating
with the Bureau in the selection of Items to be Incljtded In the text and in
serving as local liaison for Information concerning the test. The analysis and
evaluation of data submitted will be done in the field by the staff assigned
to the project.

Enclosed are forms which are to be completed for each Item Included in the
test. Return completed questionnaires (original only) to the Bureau of the
Budget, care of General Services Administration, Federal Supply Wervice, 575
U.S. Courthouse, Chicago, Ill., by (date to be Inserted).

If questions arise concerning this test, please contact Mr. ------------- at
the above address, telephone number --------------

Your cooperation Is sincerely appreciated.
Sincerely yours,

BuRAtU OF THE BuDGET.
Time schedule for teat

1. Distribution of test materials to field
activitle.. By Feb. 26, 1960.

2. Return of test data ------------------ By Mar. 11, 1960.
3. Analysis of data by project staff -------- By Apr. 15, 1960.
4. Summary of findings ----------------- By Apr. 30, 1960.

?$f ,.ioTiv AL O4P
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EXICUTIVIE OPPICE OF THI PRISIOINT
BUREAU OF THU lUDOET

WASHIH2TOH 25, 0. C.

Date

ANALYSIS OF EXCESS PROPERTY 1. Agency

UTILIZATION FOR SELECTED
PERSONAL PROPERTY ITEMS

2. ITEM He.

. Doescrlptien

4. If this Item, or an Item for which It Is on acceptable ovkstitutoo, Is carried in stack, supply the fol.

lowing date:

a. Maximum stock level currently authorized (quantity)

b. Actual quantity on hand June 30, 1959

c. Quantity Issued during fiscal year 1959

d. Quantity anticipated to be issued In F.Y. 1960

e. Date or dates an which stock has been received since
June 30, 1959. Show date and quantity
(1) From purcheses (Inelvdtng (2) Transfers from other OVernmeet egeseloo

putehesee from 0SA stores) Inelvding *eooe property transfers

S. If the ltm described above, or an item for which It Is en acceptable oebstltete, Is not carried In
stock bet Is purchased for use when needed:

a. Quantity acquired since June 30, 1959. Show date and quantity.
(1) rose perhesoo (Includlnl (2) Transfter from other sovernmmnt Goensle

porohoees from 04A ttesr) Ilvdin0 oanes$ property tronefere

6. Comments explaining any unusual ltuetions indiceted by dote given shovel

7. Prepared by rhose mo.

*SEE COMMENTS ON OTHER SIDE
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1. The utilization potentlat of en excess property Item Includes uses fw which Is on
acceptable substitute acell o uses for which It Is specifically desIVsed. Per ex.
ample, a heavy duty item available as excess can frequently be substituted for a light
duty Item of the some kind. A higher quality item available as excess mWght be suit.
able as a substitute for an item of the some kind but of lower quality. Similarly, Items
packed in small containers might be substituted for the eame item packed In laqer con.
tainers, etc.

2. The above comments are intended to be Illustrative only. For the purposes of this
questionnaire the agency will determine whether It purchases en Item for which an item
Included i: this test Is an acceptable substitute.

INSTRUCTIONS FOR COMPLETING QUISTIONHAIRI

1. Insert name and post office address of agency completing the questionnaire.

2. Insert Item number from the list of items included In this test.

3. Insert description of item. If deta Is reported on a substitute Item Insert the descrip.
tion of the substitute.

4. Self explanatory.

S. Self explanatory.

6. Self explanatory.

7. Insert name and telephone number of person who should be contacted by the Bureat
staff if questions arise during the analysis of the completed questionnaires.

JANUARY, 0. 1960.
Mr. ). P. DONALDSON,
Chief, Speoial Programs Branwh, Utilization Division, Federal Supply Servi e,

General Services Administration, Washington, D.C.
DEAR Ma. DONALDSON: This headquarters Is in receipt of your letter, file FLS,

December 7, 1959, forwarding a General Services Administration approved,
Department of State Purchase Order No. NC-27-10072-60 for the nonreimburs-
able transfer of 406 excess blankets located at the Marine Corps Recruit Depot,
Paris Island, S.C.

As desirable as a transfer of this nature may be, existing authority contained
in the "Regulations Governing Stock Fund Operations," does not permit the
Marine Corps to transfer these blankets without reimbursement.

In view of the above, the enclosed purchase order is returned herewith.
Sincerely yours,

P. W. Joun,
Brigadier General, U.S. Marine Corps, Director, Materiel Division, Supply

Department.

By direction of the Commandant of the Marine Corps.
DECEMBER 7, 1959.

In reply refer to: FLS

COMMANDANT,
U.S. Marine Corps,
Washingt on, D.C.
(Attention : Code ZD).

DEAR SM: Enclosed is Purchase Order NC-27-10072-0, dated November 27,
1959, from Department of State, Washington 25, D.C., for 406 blankets, bed,
woolen, brown, green, olive drab, reported in 02 condition. These blankets were
listed on Report of Excess Property No. MC-35-59-1003, DOD No. 002286, GSA
Control No. 4-60-2251, and are located at Marine Corps Recruitment Depot,
Paris Island, S.C.

The Department of State has a need for these blankets to carry out an ap-
proved overseas program. Funds are not available to pay the established fair
value of $629.24, and it is requested that reimbursement be waived in accordance
with GSA Regulations 1-III--303.03a.4(f). GSA concurs in this request and
approves the order accordingly.

Please let us have your decision at an early date.
Sincerely yours,

F. P. DONALDSON,
Chief, Special Programs Branch, Utilization D Ivtsion

-~Ff~stq ~ LZ COY



578 IMPACT OF DEFENSE PROCUREMENT

DEPARTMENT OF DEFENSE,
ARMED FORCES STPPLY SUPPo1T CENTER,

Washington, D.C., December 31, 1958.
DIRECTOR,
Utilization and Sale8 Divi8ion, Federal Supply Service, General Bervices Admin-

istration, Wa811 hin ton, D.C.
DEAR SIR: This is in reply to your letters FUU of November 14 and Novem-

ber 19, 1958, regarding the transfer of binoculars and cotton duck to other
Federal agencies without reimbursement.

Department of Defense policy as reflected in implementing service regulations
governing the operation of the stock funds prohibits the transfer without reim-
bursement of any excess stock fund property to another Federal agency except
line items under $500 acquisition cost.

|*A' enpY
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Accordingly, it is regretted that authorization to transfer the binoculars and

cotton duck without relminbursement cannot be obtained.
Sincerely yours, SOMERVILL,

Assistant Chief, Utilization Division.

NOVEMBER 14, 1958.
In reply refer to FUU.
Capt. FilED F. FALLIS,
U.S. Navy, Chief, Utilization Division, Armed Forces Supply Support Center,

Washington, D.C.
DEAR CAPTAIN FALLIS: This is with reference to the reports of excess personal

property for cotton duck and webbing located at the Richmond Quartermaster
Depot, Richmond, Va., and Memphis General Depot, Memphis, Tenn. '(AFSSC
Control 836318, GSA Control 4-59-2991, AFSSC Control 836319, GSA Control
3-59-1474, AFSSC Control 835413, GSA Control 3-58-8121).

Federal agencies have expressed interest in substantial quantities of the
excess cotton duck provided it can be obtained without reimbursement as they
do not have funds available to pay fair value. It is requested that authority
he obtained to make transfers of this material without reimbursement in accord-
ance with GSA Regulation 1-111-303.00. This will permit agencies to satisfy
their current and planned requirements and at the same time assure maximum
utilization of this property.

Please let us have your decision at an early date. It is also requested that
the automatic release date on AFSSC Control 838318, GSA control 4-59-2991,
and AFSSC Control 836319, GSA Control 3-59-1474, be extended to Feb-
ruary 1, 1959.

Sincerely yours,
L. C. TurrLA,

Director, Utilization and Sales Division.

U.S. ARMY GENERAL SUPPLIES COMMODITY CENTER,
RICHMOND QUARTERMASTER DEPOT,

Rlchmond, Va., October 80, 1959.
GENERAL SERVICES ADMINISTRATION,
Federal Pupply Service, Washington, D.C.
(Attention: Code FL).

GENTLEMEN: Your letter of October 1, 1959, regarding an electric mixing ma-
chine reported excess by Department of Defense, was forwarded P this center
for reply.

Published Army regulations prohibit the issue of excess stock fund property
on a nonreimbursement basis when the line item value exceeds $500.

In view of the foregoing, the requirement for reimbursement to the stock
fund cannot be waived.

Sincerely yours,
LAxTON HOLDEN,

(for J. P. Pinzolo, Major, QMC, Chief, Equipment Division).

OOTOBER 1, 1959.
In reply refer to FL.

OFFICE OF THE QUARTERMASTER GENERAL,
Department of the Army, Washington, D.C.
(Attention: Code QMGGS).

GENTLEMEN: This is with reference to an electric mixing machine, FSN 7820-
222-4167, reported excess to the Department of Defense by Report of Excess
Personal Property No. A-1461-59-956 (37).

Purchase Order No. 15-449-0 has been received from the Federal Reformatory,
El Reno, Okla., requesting the transfer of this mixer to replace and upgrade
worn equipment. The reformatory has certified that reimbursement at fair
value cannot be financed from available funds.

GSA will approve the transfer pursuant to applicable GSA regulations pro-
vided your office will waive the requirement for reimbursement to the stock

516860 -60----38
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fund in this instance. Favorable consideration of this proposed transfer is asked
so that Federal utilization of the excess property may continue. Please advise.

Sincerely yours,
L. C. TuT'rE, Director, Utilization Division.

MARCH 30, 1959.
Mr. L. Tur.A
Director, Utilization and Sales Division, Federal Supply Service, General Services

Admtinstration, Washington, D.C.
DEAR MR. TuTrLE: Reference your letter of February 20, 1959, relative to the

transfer without reimbursement to the Department of Commerce, Weather
Bureau, of 575 AN radiosonde transmitters (T-93B/AMT-4) which are excess at
the Sacramento Signal Depot.

The problem was referred to the proper Department of the Army authority
for an exception since Department of Defenge Directive 7420.1 prohibits the
transfer of excess stock fund materiel without reimbursement when the acquisi-
tion line item value exceeds $500.00. This office was advised that the transfer re-
quires reimbursement on the basis of the fair value code of the item.

Sincerely,
JAMEs D. DEMARR,
Colonel, Signal Corps,

Chief, Distributtion Branch.

FEBRUARY 20, 1959.
In reply refer to FUU.
HEADQUARTERS DEPARTMENT OF THE ARMY,
Offlce of the Chief Signal Officer,
Washington, D.C.

GENTLEMEN: This is with reference to Report of Excess Personal Property No.
A-43"9-59--6-2409 (GSA Control 9--59-88253 (66), AFSSC Control 667293) fc r 575
AN radiosonde transmitters (T-93B/AMT--4), located at Sacramento Signal
Depot, Sacramento, Calif.

The Department of Commerce, Weather Bureau, has a need for all these trans-
mitters to carry on an approved program, but do not have funds to pay the
established fair value of $9.45 each. They have requested that the fair value be
waived and property be transferred without reimbursement in accordance with
GSA Regulation I-III-303.03a4(f).

Although the transmitters are stock fund property, we concur in the request
to transfer the property without reimbursement as it will permit further utiliza-
ion by the Government.

Please let us have your decision at an early date.
Sincerely yours,

L. C. TuTrLz,'
Director, Utilization and Sales Division.

NOVEMBER 5, 1959.
In reply refer to FL.
OFFICE OF THE QUARTERMASTER GENERAL,
Department of the Arnty, Washington, D.C.
(Attention: Code QMGPD).

GENTLEMEN: Enclosed is purchase order No. MG-27-10073-60, dated October
27, from Department of State, Washington, D.C. It is for two dispensing pumps,
gasoline, with 220-volt, 3-phase motor, located at Fort Knox, Ky. (Report of
Excess Personal Property, No. A-122-15-014, AFSSC Control No. 499525, GSA
Control No. 5-60-950.)
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The Department of State needs these units for overseas use and funds are not
available to pay the establisfid fair value of $925.60. They have requested that
the fair value he waived and the property transferred without reimbursement
in accordance with GSA Reg. 1-III-303.03a4(f). GSA c-oncurs in this request
and has approved the order accordingly.

Please let us have your decision at an early date.
Sincerely yours,

F. P. DONALDSON
(For E. D. Herron, Chief, Utilization Branch,

Utilization Division).

I V
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OFFICE OF THE QUARTEIiMASTER GENERAL,
Wa8hington, D.C.

QMGS-SD 400.
To: Administrator, General Services Administration, Federal Supply Service,

Washington, D.C.
Subject: Dispensing punlp, gasoline.
(Attention of Utilization Division.)

1. Reference your letter dattd November 5, 1959, file FL, requesting approval
to transfer two dispensing pumps, gasoline, with 220-volt, 3-pase motor, located
at Fort Knox, Ky. (Report of Excess Persona! Property No. A-122-15-014,
AFSSC Control No. 499525, GSA Control No. 5-600-95G) to the departmentt of
State.

2. Current Department of Army regulation precludes transfer of stock fund
property without reimbursement except where the transfer does not exceed
$500 per requisition line item.

GORDON W. COOK,
Colonel, QMC,

Chief, general Supplieg Division
(For the Quartermaster General).

SEPTEMBER 23, 1959.
In reply refer to FL.
COOMMANDING OFFICER,
Richniond Quartcrmaaster Depot,
Rihmold, Va.
(Attention of Stock Control Division.)

DEAR SIR: Enclosed are four departmentt of the Interior, National Park
Service, purchase orders and one Department of Commerce, Weather Bureau,
purchase order (see enclosed list) for excess nylon rope located at Auburn
General Depot, Auburn, Wash. ("Report of Exces Personal Property No.
A-1102-59-956, GSA Control 10-59-5199").

The orderN are for 1,240 lengths (120 feet per length) of excess nylon rope
(total acquisition cost $22,444) with an established fair value of $9.0-5 per length.
The agencies have an urgent need for this rope to carry on an approved pro-
gram, but they do not have funds to pay the established fair value of $9.05
per unit. Although It is a stock fund item, the agencies have requested that
the fair value be waived and the property transferred without reimbursement
In accordance with GSA regulation 1-III.303.03a4(f). GSA concurs in their
request and have approved the purchase orders accordingly.

Your decision at an early date will be appreciated.
Sincerely yours,

E. B. HERIRON,
Chief, Utilization Branch, Utilization Dtvi8iot.

Purchase Purchase Government
Ordering agency order No. order date bill of

lading No.

Department of the Interior, National Park Service ............ 32-57-17 July 6, 1959 1-7084
Do ------------------------------------------------------- 32-57-16 ---- do ------- 1-7085
Do ------------------------------------------------------- 32-57-19 ---- do ------- 1-7086
Do ------------------------------------------------------- 32-57-20 ..... do ------- 1-7087

Department of Commerce, Weather Bureau ................... W80-751 July 21,1959 .------------

RICiiMOND QUARTERMASTEt DFr'Or,
U.S. ARMY,

Richmond, Va., November 8, 1959.
QMDRX-S (I. & A.)
GENERAL. SERVICEs ADMINISTRATION,
Federal Supply erviee,
Wah ington, D.C.

GENTLEME': Reference Is made to your letter dated September 23, 1959,
attached. In view of the monetary value involved in the pertinent purchase
orders, a decision of the Quartermaster General was requested in the releasing
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of stock fund property witilut reimbursement, in excess of $500. The decision
of that office is that transfers outside the DOI) will be made with reimbursement
when value exceeds $500. In view of this decision, the five purchase orders for
nylon rope are returned disapproved.

A copy of the Quar termaster General's letter is attached, enclosure 2, for
your information.

Sincerely yours,
KATHLEEN W. FISHER,

(For L. C. Oenning, Sr., Major, QMC, QM Data Processing Center.)

RICHIMoND QUARTERMASTER DIMOT, U.S. ARMY,
Richmond, Va., October 9, 1959.

QMDRX-S (I. & A.).
GENFAL SERVICES ADMINISTRATION,
Federal Supply Service,
Wa8hington, D.C.

GENTLEMEN: Reference is made to your letter dated September 23, 1959, en-
closing purchase orders for nylon rope, from Department of the Interior and
Department of Commerce on excess report A-1102-59-956, GSA control No.
10-59-5199.

In view of the monetay value involved in these purchase orders, the Quarter-
master General has been requested to furnish instructions on funding policy
relative to issue or transfer of stock fund property without reimbursement.
Upon receipt of a reply your activity will be informed of action to be taken
on referenced purchase orders.

Sincerely yours,
KATHLEEN W. FISImERI

(For L. C. Oenning, Sr., Majar, QMC, QM Data Processing Center).

DEPARTMEN'r OF THE ARMY,
OFFICE OF THE QUARTERMASTER GENERAL,

Washington, D.C.
QMGGS-I 334.
Subject: Procedures for the transfer of DOD supply system inventories.
To: Commanding officer, U.S. Army General Supplies Oommodity Center, Rich-

iond Quartermaster Depot, Richmond, Va.:
1. Reference is made to:
(a) Letter, QMDRG-PF, USAGSCC, October 6, 1959, subject: "Isspe of Stock

Fund Property Without Reimbursement," requesting guidance with respect to
the issue or transfer of stock fund property without reimbursement.

(b) "Procedure for the transfer of DOD supply system inventories" enclosed
with letter, QMGGS-I, OQMG, September 9, 1959, subject as above.

2. Transfers of stock fund property to agencies outside DOD when the line
item value exceeds $500 will be guided by the following:

(a) Published Army regulations prohibit the issue of excess stock fund prop-
erty on a nonreimbursement basis other than authorized exceptions. Transfer
will be accomplished on a reimbursable basis using GSA fair value codes as
published in AR 755-5.

(b) Property held under economic retention criteria will be transferred on a
transferable-reimbursable basis.

3. The GSA regulation cited in enclosed letter and purchase orders is not
applicable to the Quartermaster General.

4. AR 37-60, AR 37-61, and All 735-7 have not been revised by the Army to
provide for transfer of nonreimbursable property to other military agencies as
authorized by reference lb. Procedures are currently being reviewed by OQMG
budget and accounting personnel to determine what interim measures can be
taken to lift the restrictions of above cited ARs.

GORDON W. COOK,
Colonel, QMC,

Chief, General Supplies Divi8ion
(For the Quartermaster General).

DEIFECTIV.,*mvNA..Nbv 1.y
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DEPARTMENT OF TIE NAVY,
BUREAU OF SUPPLIES AN) ACCOUNTS,

Wa.0hington, D.C., November 16, 1959.
GENEAL SmRiVcmiC ADMINISTRATION,
Federal Supply, Service, Washington, D.C.
(Attention bMr. E. B. Ile'rron, Chief, Utilization Branch, Utilization Division

(FIL)).
GENTLEMEN : This is" in reply to your letter of November 5, 1959, in which you

present justification for the transfer of excess Navy stock fund material to the
Department of State, Washington, D.C., without reimbursement.

Regulations governing the operation of the Navy stock fund require reimburse-
ment for any excess property transferred to another Federal agency except line
items not exceeding $500 acquisition cost. Therefore, transfer of the items on
purchase order No. NC-27-1007--80 dated October 26, 1959, standard form 120
No. N-2-60-128, cannot be authorized without reimbursement.

It is noted that the purchase order requested transfer without exchange of
funds in accordance with General Services Administration Regulation 1-Ill-
303.03a.4(f), This paragraph does not apply to material financed by working
capital funds. In this connection, your attention is invited to GSA Regulation
1-III-303.03a.1 which requires reimbursement.

In view of the need for the items, while they cannot be furnished without
reimbursement, transfer may be accomplished at a reduced rate of 10 percent of
the acquisition cost or approximately.$199.50 for both items.

It is requested that the Bureau of Supplies and Accounts, Utilization Disposal
Division, code SD be informed of your decision in the above matter, at which
time this Bureau will advise the Naval Supply Depot, Great Lakes, Ill.

Sincerely yours,
R. T. PoWEn,

Commander, SC, (1.S. Navy,
Director, Utilization and Disposal Division.

By direction of Chief, Bureau of Supplies and Accounts.
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DECEMBER, 21, 1959.
In reply refer to FLS.
COMMANDER R. T. POWER,
Director, Utilization and Disposal Divisioni, Bureat of Supplies and Accounts,

Department of the Navy, Washington, D.C.
DEAR COMMANDER POWER: This is with reference to your letter of November 16,

You advised that transfer of the 175 lister bags and kits on excess report No.
N-2-40-128 to the Department of State, located at the Naval Supply Depot,
Great Lakes, Ill., could not be authorized without reimbursement.

Your offer to transfer the property at a reduced rate of 10 percent of the
acquisition cost was relayed to the Department of State. They advised that
project funds are not available for transfer of the items with reimbursement at
fair value.

In view of this, please return the State I)epartment purchase order to this
office for cancellation.

Sincerely yours,
L. C. TUTTLE,

Director, Utilization Di-vision.

NOVEMBER 5, 1959.
In reply refer to FL.
DEPARTMENT OF TIlE NAVY,
Bllureau of Stpplies and Accounts,
Washington, D.C.
(Attention: Code SD).

GENTLEMEN: Enclosed is purchase order No. NC-27-10076-60, dated October
20, from the Department of State, Washington, ).C.

It is for 175 lister bags and kits located at Naval Supply Depot, Great Lakes,
Ill. (report of excess personal property No. N-2-60-128, AFSSC Control No.
468705, GSA Control No. 5-60-2079).

The Department of State needs these items for approved programs overseas
and funds are not available to pay the established fair value of $817.95. They
have requested that the fair value be waived and the property transferred with-
out reimbursement in accordance with GSA Regulation 1-III-303.0f3a4(f).
GSA concurs in this request and has approved the order accordingly.

Please let us have your decision at an early date.
Sincerely yours,

(Signed) F. P. D.
(For B. B. Herron, Chief, Utilization Branch, Utilization Division).

DECEMBER 11, 1957.
DIRECTOR, UTILIZATION AND SALES DIvISION,
Federal Supply Service, General Services Administration,
Washington, D.C.

DEAR SIa: Reference your letter FUU dated December 11, 1957.
Under the provisions of DOD Instruction No. 7420.3, June 9, 1955 "Authorized

Donation of Surplus Material From Working Capital Funds to Health, Education,
and Welfare" the value of the material donated to Health, Education, and Wel.
fare is to be recorded in the appropriate account of the stock fund at the cur-
rent stock fund price. Therefore, the stock fund is credited for full value of
the items donated while in the case of transfers from the stock fund without
reimbursement there results the complete loss of the items from the stock fund.

Army regulations specify that nonreimbursable transfers of excess property
may be made where it is first determined that the estimated cost of preparation
for sale, demilitarization and handling would exceed the fair value proceeds of
sale as calculated by the fair-value formula. Moreover, in accordance with this
principle, no charge should be made in any case where the transfer does not
exceed $500, at standard price per requisition line item. In addition, to the
extent that excess property declaration forms have been executed prior to in-
elusion in the initial inventory capitalized in the stock fund, such excess ma.
terial may be transferred without reimbursement.

In view of the fact that the request made in your letter of December 11, 1957,
meets none of the conditions enumerated above, it is felt that the musical instru.
ments should be donated to Health, Education, and Welfare in accordance with
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'. V,.... 1i of Public Law 61, 84th Congress, approved June 3, 1955, amend-
-'t, 2Y, (J) (1) of th&-Federal Property and Administrative Services Act

, , ., ... .tt, iiznended.
Sh ncerely,

WARD T. BLAOKLOCK,
Colonel, Quartermaster Corps,

Chief, General ,upplie8 Division.

DEcEiBER 11, 1957.
IN reply refer to FUU.
OFFICE OF THE QITARTERMASTER GENERAL,

lVashington, D.C.
(Attention: General Supplies and Equipment Division).

GENTLEMEN: We have been trying for some days to obtain utilization of the
band instruments reported on Excess Report No. A-1136-58-956. These instru-
nients have an acquisition cost of over $450,000 and are reported as reimbursable.

Several agencies need these instruments, but do not have funds available for
reimbursement. Requests for transfer on a nonrelubursable basis have been
received from Bureau of Prisons and Bureau of Indian Affairs for over half of
the total reported. We are confident that most of the instruments would he
qul(,kly distributed within the Federal system if the requirement for reimburse-
ment could be waived. Of course if this is not possible, the entire quantity
will be donated to various State organizations.

In view of the above, we request that an exception be made in this case, and
the reimbursement requirement be waived in order to effect Federal utilization.

Sincerely yours,
L. C. TUTTLE,

Director, Utilizatiwr and Sale8 Division.

The interesting thing about this transaction is that utilization screening had
been completed by GSA with an offering at 50 percent. This is an independent
action of AF after the property had become surplus.

U.S. Ant FOncE,
Wa8hington, D.C., July 17, 1959.

AFMSS.
Surplus wool sweaters.
Mr. R. D. STOWALL,
Chief, Exce8s Property Utilization Branch (0/IRD), International Cooperation

Admn4nistration, Washington, D.C.
DEAR Mn. STOWALL: 1. The Single Manager, Military Clothing, Knd Textile

Supply Agency has turned over to the Air Force for disposal some 237,809
surplus wool sweaters located at Choli Air Force Station, Maywood, Calif. An
additional quantity of surplus wool sweaters, approximately 293,000, located at
Wilkins Air Force Station, Shelby, Ohio, will be transferred to the Air Force for
disposal in the immediate future.

2. The Air Force has been endeavoring to maximize the utilization of these
sweaters through reoffering to other Federal agencies thus reducing the quantity
subject to disposal by sale to minimize the impact on commercial markets.

3. Informal discussion with representatives of your office indicate a quantity of
00,000 or more sweaters could be utilized providing cost was less than the fair
value pricing formula for stock-funded material. The Department of Defense,
for this particular transaction, has authorized the transfer of these sweaters at
5 percent of acquisition plus cost for packing, handling, and transportation as
appropriate.

4. Attached for your information is the type, quantity, size, and location of
sweaters immediately available and projected to become available in the near
future.

5. The Air Force has scheduled inactivation of Choli Air Force Station, May-
wood, Calif., in December 1959. It is therefore essential that these particular
sweaters be immediately utilized by other Federal agencies or that the sweaters
be immediately processed for sale.

FE
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AFMSS--CG Coord Oy.
AFMSS-0O OinbkOki
AFMRS-CG Reading File Cy.
AFMSS Off of Big.
AFMSS Readlnt Filo Cy.
AlMIDO Reading File Cy.

1. The following surplus sweaters are located at Choli, Air Force Station,
Maywood, Calif.:
8405-13-890 Sweaters, men's, wool, OD, QM Shade 80 A, pullover type, MIL-

S-3007A, size medium:
Quantity: 109,905.
Unit cost: $4.85.
Remarks: This total quantity has been frozen by DIIIOW.

8406-103-8907 Sweater, men's, wool, OD, QM Shade 30 A, pullover type, size
small.:

uianty: 127,904.
Unit cost: $4.85.
Remarks: Immediately available and must be transferred or sold due to

inactivation of depot. I
2. The following surplus sweaters located at Wilkins Air Force Station, Shelby,

Ohio, are to be declared surplus in the immediate future:
8405-163-8900 Same as above:

Quantity:, 106,000.
Unit cost: $4,85.

8405-108-8907 Same as above:
Quantity: 10,909.
Unit coat: $4.85..

6. Your advice as to quantities required and action taken to effect immediate
transfer will be appreciated.

Very. truly yours,

BHad(er Gewra, USAF,
:Deputy Director of Supply and Services.

DzPARTMENT OF TH" NAVY,
BuEAu or SurPru AwD ACeCoUTs,

Waohongton, D.O., March to, '1959.
Mr. R. T. DALY, . 1
Aotnw (7ommgionter, Federal Supply Service, Genera4.Sermvoe Adminietraton,. Wos~ko16, .. , I.. ..

D3uA Mg. DALY: Your letter of February 27, 1059,' refers to a request from the
Geological Survey, Department of the Interior, for transfer of a stereoscopic
plotter without reimbursement of fair value. Youl letter further stAtes the
definite need for the item and that funds to pay the fair value for the material
are not available. I I

Regulations governing the operation of the Navy stock fund require reimburse.
ment for any line item transferred to another Federal agency, except that no
charge Is made where their transfer does not exceed $500 at standard price per
requisition line item. - - I I • . - , • .....

In view of the circumstances outlined in your letter;the material will'be- trans-
ferred at 10 percent of the acquisition cost in lieu of the present 85 percent.
If this is acceptable to the Geological Survey, it ,is requested that code 8D of
this Bureau be informed in order that the holding activity may be advised of*
this decision.

Sincerely yours,
L. P. KZ unA , 3r.,

"RearAdmiavr, S1O U.S. o a,, a, ,. ... Deputy and Ala~uoaa* Chief of Burea#.
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•FEBUARY 2r, 19fi9.

In rely refer to: FUU. :.

Rear Adm. J. W. BOUNDY,
U.S. Navy, CThief, Bureau of SuppUea and Aecounts, Departmetit of the Naey,

Washington, D.C.
DEAR ADMIRAL BOUNDY: We have a request from the Geological Survey, Depart-

ment of the Interior, for transfer of a stereoscopic plotter without reimburse-
ment for fair value. This item of equipment was reported excess to Navy stock
account by Naval Supply Center, Oakland, Calif, on report No. N-1775-5O-228,
AFSOC 667187. Geological Survey has stated they have a definite need for
the items but do not have funds to pay the fair value.

GSA will approve the transfer under the provisions of GSA Regulation
1-III-803.03a4(f) if the Navy will waive the requirements for reimbursement.
Since this transfer will assure excellent utilization of this property we ask that
favorable consideration be given to this request.

Please advise this office of your decision.
Sincerely yours,

-- , Oon oatssner.

Defene took funds, oowo at -Zl e stoy ummaryt, 1958-59, and foreoast for
196 and tr---t,,

Invent Oltme ,1(In millons] ",nVlt y Jun ............... m............. N ..................... . 4
Inventory cap e, net, July 1,1un.. 019........................... ....... 11,67.5

Bub........... .. ,..~. .......... ..... ..Sub................. ............... .. .\ ................ lt8
IVen ,June 80 1910

P inttoim re etm ... ........ .... ................................. $1,.6
Ilimt , sodw ........ ..... ........... ........... ....... , %. o• 00,,,nyy m .,.... .... ........ ....... .. . ........... \... .... . .. _ _, , 3;

Total.Inventorye W,1 , , .. ............ ............. 8,n8

IReduction of long supply, rune ..................... . ...... 7/ 1
Df ition of long supply: , J. ne . .II;

ium ow 98106 d Total

Sales without lacemen
Pualse lusl -4 M ~ ~ 6 $1847. 0 $4,610.6

SI 0 .. ~u ii 187.0 W6
on 'die of sUrplw0 ...........~ Of 7 27490, 8, 2K 7

sd!it t , ......... ......... 810.2 1410 086.2

tal ........ kfl ............ ?=~o 11, 166.1
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Arolt took futtd-ltinvettory suni,,rz , 195.-49, an(1,1 forecast for 1960 and after

Invontory Suite 30, 103in .illi..osi7Inventory otliltfthred, not, July 1, 1 . 53441 . . . . : ........................ l,770 7h n ... 30, 195 ........................................... 90 229.5
8ubtotal ........................................ .... ............... ... ............... 11,000.2

Inventory, Jtno 30 1959:
l'M tllinO sAok reqIreinot ........... ............................ ...... 80.0
MolhilAtion reserve stocks .............. ............................. , 742.4
1l4i19 11111111Y ................................................................................. 2,943.8

Tottil inventory Juno 30, 10511 ............................................... , 4. 2
Ieductltio of long supply, June 0, 193 to Jlino 80, 1059 ................................... 6, 44. 0

itsposllion of long supply:

Jun 30, 1953- 1910 nnd Total
Juio 30, 1959 tifter

Hali without replacenient:
1ties, 1954-59, Inclusive ..................... $12,013.2 1 $242. 7

Purchases, plus arkup ................ 0 3I
l)onatlons (to MAP, otlicatlon, phill lialth li clvll

die0n8, and otie.rs .................................... 446.3 85.0 631.3
TASo*s on disposil of surplis prolerty.................... 2,364. 2 1, 50. 0 3,874.2
l'rIcm adjuslinents, lo.ss (hreakago, srilkfag&) fld

inlscellaftneoust ......................................... 21,3.8 03. 307,6

'Iotal ............................................... 6, 44, 0 2,943.8 8,307.8

NatY/ stock futkI-Int ory nilsulary/, 1.9.11-49, anid forecast for 1900 and after
tin nllllonsj

nventory Jin 30, 19 ................................................ 1, 810,5
Inventory capltallted, not, July ,1053Juno 30,159.......... ............... . 1,435. 1

subtotal ................................................................................... 3,245.6
Inventory, June 30, 1950:

l'eacl no operating stock ................................................................... 621.2
Mobilitatlon reserve stocks .................................................................. 705. 5
Long supply ................................................................................. 06 . 4

Total Inventory Juli 30, 1959 .............................................................. 1,987. 1
Reduction of long supply, Juio 30, 1053, to Juie 30, 1959 ................................... 1, 28. 5

0lspooltton of long supply:

June 30, 195 1960 and Total
Juno 80, 1969 after

8&s without replacement:
Sales, 19 ., Inclusive ...................... 84& 0 $691.2 $29&0 $8K 82

Donatitn (to -MAP education, public health and civil
defense, and others) ..................................... K 7 40.0 06.7

Losses on disposal of surplus roperty .................... 5 M4. 6 290.0 834.6
Price adjustments, losses reakage, shrinkage), and

miscellaneous .......................................... 6. 0 85 4 1014
Total ............................................... 1,258.5 60. 4 1,918.9



IMPACT OF DEFENSE PROCUREMENT 591
Marino (orpa took fund-In-ventory sunirnary, 1958-59, and forecast for 1960 and" after

(In millions]
Inventory Juno 30, 1............................................. 0
Inventory capitalized, net, July I, 19 ti-June 30, 1959 $----------------------------581.1

Subtotal . ................................................................................ 881. 1

inventory, Juno 30 10695
Peacetime stock requirement .................................................................. 804
Mobilization reserve stocks .................................................................... 6. 6
Long supply ................................................................................... 272. 9

Total inventory Juno 80, 1089 ................................................................ 392. 9

lReduction of long supply, June 30, 1953 to Juno 30, 1959 ....................................... 18.2
I)lsposition of long supply:

JuneSO,19 . 1960 and Total
June 30, 1959 after

Hales without replacement:
Halos, 19--89, Inclusive .................. ....... *87.4 $45.0 $132.4
Purchases, plus markup ...................... 370.2

Donations (to MAl, educatlon, public health and civil
defense, and others ..................................... 18.6 29.0 47.6

Losses on disposal of suri)lus property ................... 27.4 100,0 214.4
Price ndjustlnents, losses (breakage, shrinkage) and

m Iscellaneous ........................................... 54.8 8. 8 63.6

Total ............................................... 188.2 272. 41.1

Air Foroo took fund-nventory summary, 1958-59, and forest for 1960 and
after

[In millions]
Inventory June 30, 1953 ................................................... 16.2
Inventory capitalized, not, July I, 1953-June 30, 1959 .............................. 441.8

Subtotal .................................................................................... 78.0

Inventory, Juno 30, 1959:
Peacetime stock requirement .................................................................. 200.0
Mobilization reserve stocks .................................................................... 177.7
Long supply .......................................................... ....................... .9

Total inventory Juno 80, 1959 ................................................................ 436.6

Reduction of long supply, June 30, 193 to Juno 30, 1959 ...................................... 321.4
Disposition of long supply:

Juno 30, 1953- 1960 and Total
Juno 30, 1959 after

Sales without replacement:
Sales 1954-59, Inclusive .............. *5,969.5 1
Purchases, plus markup ............... 59252 f $5.3 $2.0 0. 3

Donations (to MAP education, public health ana ovil
defense, and others ..................................... 11.0 3.0 14.0

Losses on disposal of surplus property .................... 70.8 34.0 104.5
Price adjustments, losses (breakage, shrinkage) and mis-

cellaneous ............................................. 175.6 20.0 195.6

Tota.............................................. 321.4 58.9 33.3

60
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Depat-tment of Defeneo stock funlda-Hummar, of 0ivotttort/ status ttdtr, llsoelloti, final years l166.58

(in thounandai

Collinlled Army Navy Marine Air Form
total Corps

F18191 year lot: . .
iVelitory I n 1 of flal year- $10,881,730 $7,M ,095 $2,384,842 $840.01 W,308

Additions to Inventory ................ 4,93,0l19 2,320,04 1,218,80 17, 148 1,20, 830
IA* : 00tdlellotis ( ot Inventory ...... (0,184,.4 ) (3,821,447) (1880,994) (122,989) (1,383,170)

Inventory states, ltle 30, 11 8..... 9,120,151 0,844,207 2,10,744 408,177 804,901
Vlscal year 1967:Iof fiSCal year..... 9,818, 48 7, 239, 044 I, 478,288 400, 078 774, 231

AdnIlo118 to tciletory ................ 7,011,1 I2 3,8,17 2,092,74 124,80 10270,213
Lees: l)edltl1t1on fromn111 ven tory ...... (,,07,704) (3,224,228) (1,230,740) (1889,1W) (1,407,143)

Inventory status, June 30, 1087 ... 10, 881731 7 830118 2,834,342 '340,111 037, 80W

Fisc. l r 1980:
Inlentor li, nnn of fiscal Wear . ,1141028 8.810,323 1 I 821 887 38, 820 647.028
Additlonb to invet lory .............. , 209, 3 8,780,038 9107,707 107,412 1,345, 128
1u: l)edutlons from Inventory...... (4,277,780) (2,059,717) (1,02,511) (87,184) (1,118,818)

Inventory status, Jile 30. ...... 198 ;,8 ,48 7,23,044 1,478,88 40, 774,238

STATUH OF I)PAIITMtNT OF I)r5FKNsr, H3TOOK FUNDS

The Department of the Army has I1nstalled t1e uie of stock funds to cover ail
major categories of consullable illateriel expected to be financed under stock
funds, pursuant to this program, with the exception of aircraft spare parts,
However, in the case of certain categories of materiel, stock funds tre ued only
to in41ance stoks at. tile depot level which tire under tli mlaagelent of the sev-
eral technical services, However, as a test In the 8d Ariny, tilere has been in-
stalled a stock fund division which presently includes all of these categories
of materiel at li1 Installations of the 3d Army. This Ntock Fllld division ,
which is under the nanagelnent of the Continental Army Command, if success.
ful as expected, will be extended to the entire Zone of the Interior. This I)1.
visions Includes Inventories of all materiel categories In the Technical Service
Stock Fund Division, except Transportation Corps; however, it excludes tllgi-
neer repair and utility sullplles which are financed under installation allot-
nlents on a local purchase basis. It i expected that additional stock fund di-
visions would be established on a similar pattern for depot stocks for overseas
commands.

The Department of the Navy, Ilncluding the Marine Corps, tins Installed the
use of stock funds at all shore, supply activities on a worldwide basis for all
major categories of materiel expected to be financed under stock funds, withl
the exception of aircraft spare parts. In addition, the stock fund is used to
finance consumable materiel carried afloat in fleet issue ships and on a test
basis in tender and repair ships. Studies are currelltly being made in Navy
which are considering the extension of use of stock funds to certain combatant-
type ships.

The Department of the Air Force has Installed the use of stock funds at all
levels for categories of materiel which are generally known as common use, but
it has not used the stock fund to finance inventories of spare parts or other
categories of technical materiel. It has not yet utilized the stock funds to
finance general supplies below the depot level nor local procurenlent of common
commercial consumption-type materiel.

The specific classes of property in stock funds, and the detailed value of these
inventories as of June 80, 1959, were as follows:
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I In thmuaindm)

Arniy total.. $, r40, 186

(hisg lcnil HIlj)plhle find (',J1Iqtu lp it ------------------------------ 34, 287
1'4,ngisuler ml ilh" and lt'ii ---i-u-- -- - -- --li ( t . . . . . . . .. . ----- 451, 880Nlrdh~ni-dosts l . .. . . . . . . . . . .. .. . . . . .. .. .. 41, 441

I )rdtlntio mlp les n ul tnIItIIt.... ........ 2-------------------------2, 050, 7W)
Clot llig 1111d (4i-l ---ge ... . . ... ....------------------------------- 124, 804
(h41u'tr| stIpplhf ---...-------------------------------------- 242, 949
i'eIroleunt antd allied equimnnnt ...---------------------- 100,017
1 --l ---i. .. ..------------------------------------------- 110, 205

Hlinglh-nalger clothing uttid t('xtl --.---------------------- 1, 820, 388
Hingle-mnlulg(r st411spIIIc(-'.. . . . ..------------------------------ 120, 301
HIRIIIII "Ul)lelst 11lud cijlinlnent -------------------------------- W, 752
'i'ronitort itlon Hmpplle 4 and equllit, -lt---------------------- 67, 679
l)(401140t Huitily se rvice -------.-.-.-------------------------- r44

Niivy, total ---------------------------------------------------- 1,987,140

Hjl)(,Inl (,lothlng nnd t(!Xlhm i ------------------------------- 19, r54
lIot ograplhle Irll --t .r.------------------------------------ 0, 628
(IlonerlI tor(-;. ...---------------------------------------- 389, 460
Hhll1)'m reipair iartm ---------------------------------------- 481,(42
i' orlndl ol llietiion; ------------------------------------- 0 , r58
M41lcal fin1d (lental (retail) --------------------------------- 0, (18
lProvimlont -------------------------------------------------- 59, 801
lhkwirohtiIv repair parts ------------------------------------ 215, 264
Hutbllurlunl and reactor repair parts -------------------------- 39 789
HItlp'n "ItA)re ind comnismary store Ito('k ---------------------- 35, 405
itemale clothing and a('Eemorie ----------------------------- 29, 358
FieoI find rlat4 itis .------------------------------------- - 102,351
Rltaw tquimlent nltul repair parts --------------------------- 47,316
Other (mpec ill clearancee find transnet.lons) ------------------- 4,003
Hingleinanager medical and dental materiel ------------------ 01,184
Herap, salvage, and exe .---------------------------------- - 179,163

Marine Corps, total --------------------------------------------- 400, 605

General property ------------------------------------ 121,3U8
Clothing find textiles ---- ---------------------- 88, 181
Ordnance, tank, automotive --------------------------------- 1n0, 018
Subsistence --------------------------------- ,08
Fuel supply ------------------------------------------ 2, 153
Construction supplies and related equipment--------------. 85, 061
Connissary stores ----------------------------------------- 2, (Y27
Comunication, electronic, and electric stocks ----------------- 51, 888

Air Force, total ------------------------------------------------ 436, 645

Clothing ---------------------------------------------------- 45, 908
Medical-dental ------------------ 24,268
Aviation fuel -------------------------------------- 235,168
General supplies -------------------------------------------- 77,853
Commissary - .- --------------------------------------- 58,
Air Force Academy ---------------------------------------- 02

Total -------------------------------------------- 8,876,576

fvji t\ k

"bi IV
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Department of Defense stock funds-ummary of capitalized tnventorie.s,
inception to June 80, 1959

Combined Army Navy Marine Air Force
total Corps

Balance at beginning.-......... $9, 800, O6, 803 '8,944,764,695 $85, 142,258 0 0

Changes to June 30 1959.
Inventories captalized 3,627.72,958 870,233,693 1,460, 152,639 $439,872,397 751,314,229
Transfer of materiel (net). 748,448, 769 913, 539,860 (206,691,044) 139,186,181 (7, 588, 238)
Less stock withdrawal cred-

Its ........................ (212,367,041) (151,141,823) (1,000,000) (7,028,541) (53,106,077)

Total changes from Incep-
tion to June 30, 1959 .... 4,063,652,676 1,632,631,730 1,168,401,595 572,030,037 600,529,314

Balance, June 30,1959 .......... 13,864,559, 539 10,577,306,335 2,024,603,853 572,030,037 690,529,314

' Inventories capitalized at Inception of stock fund.

Department of Defense stock f unds-Summary of inventory status and
transactions, fiscal years 1952-58

(In thousands)

Combined Army Navy Marine Air Force
total Corps

Fiscal year 1958:
Inventory beginning of fiscal year ...........
Additions to inventory ....................
Less deductions from Inventory ...........

Inventory status, June 30,1958 ..............

Fiscal year 1957:
Inventory beginning of fiscal year .---
Additions to inventory ................
Less deductions from inventory .............

Inventory status, June 30, 1957 ..............

Fiscal year 1956:
Inventory beginning of fiscal year ...........
Additions to inventory .....................
Less deductions from inventory .............

Inventory status, June 30, 1956 ..............

Fofaal year 19a5:Inventory beginning of fiscal year ...........
Additions to inventory. ...................- .
Less deductions from inventory ..........

Inventory status, June 30, 1955 ..............

Fiscal year 1954:
Inventory beginning of fiscal year -----------
Additions to inventory ...............
Less deductions from inventory ........

Inventory status, June 30, 1954 ..............

Fiscal year 1953:
Inv ntory beinning of fiscal year ...........
Additions to nventory ....................
Less deductions from inventory ........

$10,851,736 $7,539,095 1$2,334,342
4,953,019 2,326,849 1,218,386

(6. 184,1569 (3, 321,447) (1, 386, 984)

9,620,180 6,544,2971

7, 239, 844
3,523,676

(3,224,225)

7,539,095

5,510, 323
3,789,038

(2,059, 717)

7,239,644

9,898,248
7,011,192

(6,057,704)

10,851,736

7,966,625
6,209,373

(4,277,750)

9,898,248

2,165,744

1,478,288
2, 092,794

(1,236,740)

2,334,342

1, 542, 857
967,797

(1,032, 366)

1,478,288

5,134,730 2,483,652 1 745,5807,200,953 5,498,431 W 274
(4,369,058) (2,471,760) (1,122,997)

$340,991
187,145

(122,959)

$637, 308
1,220,839

(1,353,1791

405,177 504,968

406,078
124,509

(189, 596)

340,991

365, 820
107,412
(67,154)

400,078

336,288
110,149
'(80,617)

774,238
1,270,213

(1,407,143)

637,308

547,625
1,345,126(1, 118, 513)

774,238

569,210
672,099

(693,684)

7,96,625 5,510,323 1,542,857 865,820 547,625

4,172,201 1,758,205 1,808,838 280,112 325,046
4,227,668 2,078,299 1,191,942 114.551 842,878

(3,265,139) (1,352,852) (1,255,200) (58,375) '(58, 712)

5,134,730 2,483,652 1,745,580 336,288 569,210

3,203,051 1,333,549 1,554,731 ......... 314,771
2,805,990 1,395, 364 1,334,204 ........- 78, 422

(2,116,952) (970,708) (1,080,097) ......... (66,147)

Inventory status, June 30, 1953 .............. 3,892,089 1,758,205 1,808,838 ------ - 325,046

Fiscal year 1952:
Inventory beginning of fiscal year .......... 1,530,669
Additions to inventory ...................... 4,825,388
Less deductions from inventory ............. 3,153, 004)

Inventory status, June 30, 1952 .............. 3,203,051

164,194
, 997, 465

(1,828,110)

1,333,549

1 105,351
1,510,783
(1,071,403)

1,554,731

261,124
317,138

(263,491)

314,771

(Thereupon, at 12:15 p.m., the hearing was concluded.)


