
~ ! ~! ~~ ~:~i~ ,ii~, .;:~:~ i~"~ ~̧ ~I.~ , . ~?~:!~i!!ill i̧i~i(:~. .I̧. i,..~ i:~.~i?:,.i:i.i:.i... ~ ~,:i.~, , 

PEACETIME PROCU~, 
6 February 1946. 

C 0NTENTS 

Introduction--Brigadier General Donald Armstrong, 
Commandant, The Army Industrial College ......... 

Page 

1 

Guest speaker--Mr. W. M. B. Freeman, Deputy Director, in 
charge of the Purchase Branch~ Procurement Division, 
Treasury Department ................... i 

General discussion ...................... lO 

Colonel Robert W. Brown, USA, Assistant Commandant, 
The Army Industrial College 

Mr. Freeman 

Students 

Captain ~no Loveneteln 

/ 



GENV~L ARI~TRONC-: 

PEACETIME PROCUREME~ 
6Februarylg~6. 

Gentlemen, the speaker this morningspent four years in the Navy 
in this war and a very brief time in the Navy, I think, in World War I. 
He joined the Procurement Division in 1935. His service there was 
interrupted by the war when, as I told you, he Joined the Navy. He 
was a Captain in the Navy andAsslstant Director of the Office of Censor- 
shlpat the end of the war. 

I want to say in defense of (.ur-speaker that he has been torpedoed 
without warning. Yesterday, I believe it was, he learned that he was to 
make a speech here today. So, now he findshimself on the platform. 
Mr. Freeman says if he makes any mistakes, or if his speech is not sO 
good as he would like it to be, he has an excellent alibi. We are all 
very grateful to Mr. Freeman because he is substituting for ~$. Mack, who 
is the Director of the agency, and who was unable to be with usthis 
morning. Gentlemen, Ym. Freeman, who will speak to us this morning on 
"Peacetime Procurement. ~' 

Thank you very much, General'Armstrong. 

In order to try to keep this within a reasonable tlme and also to 
bring out some of the points that I know Mr. Mack wanted to mention, I 
am going to take the liberty of reading a part of this at least. 

The Procurement Division of the Treasury Department is acentral 
procurement agency. We buy against the requ~altions and funds of using 
agencies--in other words, of our customers. 

SOURCE OF ADTHORITY 

Executive Order 6166--The source and degree of authority of the 
Procurement Division is contained in Executive Order 6166, under which 
it was established. Dated lO June 1933, this executive order was issued 
pursuant to the authority of section 16 of the Act of 3 2~rch 1933, 
which provides for reorganizations within the Executive branch of the 
Government. Executive Order 6166 therefore has the full force and ef- 
fect of law. It reads in part: 

"In respect of any kind of procurement, warehousing, or 
distribution for any agency the Procurement Division may, with 
the approval of the President, (a) undertake the performance 
of such procurement, warehousing, or distribution itself, or 
(b) permit such agency to perform such procurement, warehous- 
ing, or distribution, or (c) entrust such performance to some 
other agency, or (d) avail itself in part of any of these re- 
courses, according as it may deem desirable in the interest 
of economy and efficiency. When the Procurement Division has 
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prescribed the manner 6f procurement, warehousing, or distribution 
of .anything, no agency shall thereafter procure~ w~ehouse, or 
distribute such thln~ in ~ny ma~_ner other than so pr~sczibed." 

Director's Order 73--02- i June 1939~ Director:s Order 73, issuei parsuant 
to the au~horlty of Executive Order 6166, and approv3d by the Secretary o~ the 
Treasury ~id by the President, stlp~ted the extent to which the Director 
of P~ocurement would ~Adertake to procure for Federal agencies or to p~'ccur~ 
speolflc types of supplies and services. Sowever, this order specifically 
exempted the War and Navy D~p~rtments and the M~rine Corps from the pro- 
visions of the order. 

Our purchases, break down into fo~r general categories: (!) those 
purchases ~aich we make for stocking ot~ warehouses, of which ~e have a 
n~goer throughout the country~ (2) those purchases which we make on a 
consolidated-purchase basis--that is, accumulating the requirements of 
several agencies over a period of time and then going into the market to 
cover those requirements; (3) purchases of individual items that we make 
f~om time to time ~Lhich do not lend themselves to stock purchases, or to 
consolidated purchases; ~d (~) oua ~ General Schedule of Supply conSracts. 

I think the nearest approach to the ideal purchase occults in our pur- 
chases for warehouse stock, because there we ha~e the benefit of buying in 
large quantities, at a definite time, for definite delivery points. In 
addition to that, sLnce we are buying for our o~m war~housing purposes~ we 
have a substantial control over the time that we go into the market~ ~_Vhat 
i~ something which we will be able to develop to a much greater extent in 
the peacetime future. 

Next to that type of purchase, looking at it from the "ideal" point of 
view, I th~mk the next best result we obtain in our consolidated purchase 
procedure where, for instance 3 in the case of motor vehicles we will accu- 
mulate the requirements of the various agencies over .a period of time, say 
~o months~ and then, taking those requirements, will consolidate them in 
our invitabions so as to offer the groat~st possible attraction to bidders° 
That has a definite quantity feature, a definite time feature, and also a 
definite point of delivery feattu~e. 

The individual direct purchases I will not dwell on, because~tO my 
mind they simply constitute a purchase. There are no difficult problems, 
as a rt~le, in that connection. There is no great thrill in making them 
because a good purchase is simply made, and th~'s that. 

The General Sch6dule of Supplies type of contract, is an interesting 
one. Also a very difficult one° r~ goes back to 1910 when the General 
Supply Committee was first organized. Under these contracts we estimate 
the requirements fer the government service for a period of time, maybe 
three months~ six months, or a year, depending t~on the commodity and the 
conditions. We put out our invitations and effect contracts on an indefinite 

quantity basis. 

These contracts are listed in schedules and distributed to all govern- 
ment agencies. Some of these contracts apply all o°~er the cotmtry, some 



apply in limited areas, some only apply in the District of Columbia; some 
apply to all agencies, an~ some~have limited application to agencies. 

One grea~ advantage of these contracts is that they save administrative 
costs, becaUse once contracts are established t~.e v~rious agencies, when 
vhe, w~ut anything that is included in these contracts, simply issue pur- 
chase orders agains t them, thereby saving a number of .complete purchase 
transactions. 

These contracts, if properly considered and/properly placed, should 
genorally produce a price advantage and should never produce a. price dis- 
advantage° In considering commodities for this method of procurement 
consideration must be given • to eve.vy possible factor,, and determinatlon 
must be made beforehand , first that the" result will.not produce a price 
dlsadvauntage, and, "secondly, that every effor.t is. made to gain a price 
advantage ° • . . 

We had a number .of items under General Schedule .before the .war ~lhlch 
• d~Ing the war-naturally ~rere eliminated due to lack of availability. We 
are reinstating a number~of these items now. This type of purchase 
consumes more man-hours of thought than any other type. 

• Our purchasing organlz~tlbn ln"peaoet~e is no differen~ from that 
which' existed during the Sza~.~ The pollcy•and trend of thought, however, 
is materially different, due to the d'ifference in weight that must be 
given to the. different factors entering into a purchase.,. A good pur- 
Chase results in ob~alning the right goods in the right volume, at the 
right time from the right soui-ce and at the right price. During peace- 
time procurement, all of these elements should receive equal weight in 
the 'mind of the buyer, and except in nnusual circumstances, he will be 
able to follo~¢ this prlnciple. But in •wartime procurement the elements 
of a purchase definitely cease to maintain eq~zal ~.leig~t against one another. 
The elemonts •that receive the greateSt weight in the mind of a buyer are 
the right goods at the right time. I woul d say that the next in ..¢elght 
• is right volume; the fotu-th in weight .then becomes the right source; and 
the ~lement assuming the least ~reight is the ri@_qt price. A good buyer, 
of course,, will try to maintain equal weight bel,;¢een the elements so far 
as possible, but strive as he will in a wartiw.e procur.ement,~ ~this is 
impossible. Higher prices, for example, frequently must be paid in order 
to get early delivery. This was especially true of the purchases ~¢e made for ' 
the lend-lease program dt~-¢ing the ~¢ar. 

i do not mean by ~That I have Just said that ~ I consider, many of the 
prices that ~zere paid during the war -~er.e the wrong •prices; but from a peace- 
time viewpoint they might appear so. ~,.lith the cQnditions existing, they 
~rere undoubtedly the right prices because the job to be done was to ge~ the 
materials. 

The transition of an organization from ~¢art]me procurement to peacetime 
procurement is not an easy one, because each purchasing officer must divorce 
himself from the habits of thought and procedure followed during the wartime 
period and adjust himself to the slo~¢er and more methodical tempo of peace- 
time procurement. 
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In wartime procurement where time is of the essence, formal adver- 
tising, extensive competitive bidding and patient attempts to azcertain 
the lowest responsible bidder must of necessity be superseded by rela- 
tively informal negotiation.• Negotiation shouldhavelts place in 
peacetime procurement, but only to a limited extent, such as when enter- 
ing into transactions involving small amounts ofmoney, proprietary 
items, experimental or research work, the standardization of equipment; 
attempts to break up price co,sines; and cer~aln other special instances. 
Even in these instances~ however, peacetime negotiation should never be 
devoid of the element of competition in so far as it is reasonably possi- 
ble to have it present. 

In peacetime, the majority of governmental procurement should be 
achieved by formal advertising, involving all known sources of supply 
and resulting in competitive bidding with an award to the lowest respon- 
sible bidder meeting the specifications and the conditions of the invi- 
tation. The invitation should be explicit and definite and should lea~¢e 
absolutely no doubt in the mind of the bidder as to exactly what is 
required, when it is required, and where it is to be delivered and at 
what time. If a n~nber of items are involvedin the invitation, care 
should be taken to reserve the right to make awards in whole or in part, 
or to makemultiple awards if such action isdesired by the procuring 
agency. Care in thepreparation of invitations is one of the most im- 
portant phases of purchasing and can save much time and moneycaused by 
controversies which inevitably result from indefinite and ambiguous 
statements of requirements. The time between the issuance of an invita- 
tion and the award of a contract should be as short as possible consis- 
tent with givingbidders sufficient chance to give proper consideration 
to their bids and the purchasingorganizationenough time to analyze 
the bids andmake a ProPer award. Even though all these factors must 
be considered in peacetime procuyement, we can nevertheless operate 
efficiently and loseas little as possible of the speed we learned during 
the war. 

Before thewar in the General Schedule procedure, the effective 
period of a contract might be for six months, but the length of time 
that elapsed from the time of receiving bids until the contractwas made, 
added to the term of the contract, might mean that a contractor was 
really committing himself for considerably morethan six months. We 
had, before the war, shortened the time between receiving bids and mak- 
Ing awards and we are now going to shorten it still more. 

In peacetime procurement greater consideration can be given to 
the characteristics of commodities 8nd to market conditions. Some items 
lend themselves to centralized procurement and some do not. Certain 
types of commodities, for instance, can be procured in Washington for 
delivery anywhere in the United States, without disadvantageous elements 
resultir~. Other t~pes of commodities can bsst be ~rocured in certain 
specific locations. This is the case in textile procurement, which is 
handled la1"gely in New York, the textile center, rather than in Washington. 
Still again, some types of commodities--for example, Gasoline--can be 
purchased from a centralized location, such as Washington, but must be • 
procured on a "zons" basis. Under such circumstances, bids may be sent 



from Washington to suppliers within or adjacent, to an established zone 
for delivery within the particular zone° To attempt to get one supplier 
of such a commodity to bid on deliveries all over the cou2try, is of 
cot~se, almost absurd. There are, of course, many other items that fall 
into the "zone" t~e of purc~ase, or possibly it could be expressed as 
a local purchase. Items of this type would be construction materials 
such as lumber, sand and gravel. 

Inspection--A vital element in all procurement is adequate inspec- 
tion, both at the source of manufacture and at the point of delivery. 
During the war, the Procurement Division made inspections inthe various 
plants as manufacture progressed. Final inspection was made at the plant 
or elsewhere as circumstances dictated. Material carried in storage was 
inspected regularly to protect against deterloration. In peacetime pro- 
curement, from the viewpoint of excessive expenditure of government 
funds, it is not possible to achieve complete inspection coverage by 
Procurement Division inspectors of all items p~rchased or dellvered--nor, 
as a matter of fact, is it necessary to do this. However, the Procure- 
ment Division endeavors to make periodic inspections of various items 
in the course of manufacture and also collaborates with using agencies 
in thelr inspection at the time of the receipt of commodities. 

In connection with General Schedule items, like furniture, we try 
to make inspections at the manufacturers plants without definite regu- 
larity so we can observe under normal operating conditions. 

The experience gained during Wartime procurement, together with 
the practices used during that tlme, willbe ofgreatbenefit to peace- 
time procurement. Because of this experience, procurement in the fu- 
ture should be accomplished in much less time than usually was the case 
prior to World War II. In addition, I believe that wartime methods of 
negotiation can be adapted to peacetime procurement when necessary with- 
out materially changing the statutes and regulations applicable to 
peacetime procurement. 

So far lhavebeen discussing methods and procedures of procurement. 
I think you would be interested now in hearing about ourStores Opera- 
tions which, in peacetime, is one of our major procurement functions. 
The basic purpose of this program is to make available toFederal agen- 
cies the commonly used standard administrative and maintenance items at 
or near the site of use. 

At the time our Stores program was inltiat~d only ten percent of 
Federal employees was located in Washington, D. C. Paradoxically, ex- 
cept for the Armed Forces, substantially all of the supply work was 
centered in Washington. From this you will observe that merchandise 
had to move from the manufacturing centers to Washington, and thence 
to the ultimate user somewhere in the field. This meant duplicate and 
overlapplnghandling and cross freight hauls. In fact, there were sev- 
eral instances of distribution facilities located on the west coast 
which received certain supplies from sources of production on the east 
coast which later were distributed eastward as far as the New England 
states. 
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It is ~h.s sort of thing oum Stores program is des!gned to nrevent and 
make u-'r%ecaesary. :~.t the same tlne,, it extends sav_ii~.g~ in cast a:~..-i ¢!r:e 
"~y rea.,.'on ofthe abi~i'hy to make d~stri0m.txon from locatio~8 ~ickcd ac- 
cording to Federal ci~1! employe 8 concentrations, in other ~..,or~;~, c~;~? 
eleven regional warehouse and supply c~nters are located as nearly as 
po~sib].9 at points where Fedei~al civil employees are the most z.u.v, eruu.s, 
tn~reby reduclr-g .delivery expense. 

There are many other savings, too, whlch can be effected "-;~.zc.~h on,~ 
.~J .... v ~oU.ying and dl~.triouting the gover.~nnant's requirements of sta.ndar3. 
adi:dnist:'ative and maintenance items. Bet~ prices can be~ obta±n,~d c.v 
..~_~_~slng the a~regaSe requireme}its in soeclflc quantities rather than 
ha.,ing individual demands pttrchascd by the ve.rious agencies as anf_ ~•.-'.r.ci.'.. 
needed. As I have said, lo~,;er prices can be ob'tained for lai"ge qudl~t[Ltles, 
and tb.ebeSt way to increase quantities is to consolidate requirements° 
Another saving .that ~:ould, accrue from such an q peration is throueh. Lhe 
decrease in the aggregate inventory, which in turn would decrease t'.,e 
ca~lia.~] investment, .The incentive for stock turno¢er, is much greater in 
a reimbursa'61e s~If.~sustaining: operation than in the cenvontional t,~i.~o 
of stores operation which is conduc-Sed on a~pxopriaZed fields,: 0L~a!es- 
conoe, a source .of considerable ek-~ense, is also reduced bhrou~q the 
centralization of stores inc0mparison with : t}le:maintenan~ el numerous 
small and s~parate inventories. . " ~ : : ~  . :  . '  : . ,  

An important ,element of a pr0cu~emen t system, is the extensivo use 
of proper specifications and the . conc entratio~ of: p-~chas"es on standard- 
ized ~tems. : This aids .in .aohievln ~ Our goa ! in Veda, tel procurement of/ 
mass bu~ing and ~rulv.c0mpet!T!ive purf l~as~ng,~ The standards actlvltles 
In .the l~,,:ocurement . Di, v$~slon c-~nsi~t 0f work on: Federal Sl~ecl fIcatians,. 

F e ~ e r a l  . . . .  + ~ ~ ' - ~  ' . . . . .  ,~a ,a~ouc.n~.~ 'a,n& rs~eaz,cL% an~ tec]mical assis~ance b e  supply 
. . . .  in, o_ ma .~ion and ~echni~al da ~a on o{& ~ own staff i.and:other agencies ~;ith .' .= -~ " ~ ...... ~ ...... 

speclflcations~ standards and re~atod SubJec" ~o : ::'::. - ::: " 

' ~ • ~F~d~%-al S~ec!flca.tionm ' actlvities, with which many of you are f~r,~.1- 
lar~ have made more.rapid advances in recent mo~.%t~ns In terms of imp:coved 
pr0ce/~.esand increassd .output.. The Federal SPecifics%lens Eoa~.~d has • 
"been reorganlzed to: ass~/re active inteYagenc?. Particlpati0:l i n  :the for- 
m,t!~.tlon of policies and DreoeddrCa. , Coincide:atoll2 , the work of the~ 
seventy-four techDical conLmi'btee~; ~Yhich p~'epare the specifications., 
ha~ been au~eatly accelerated through adjustm~nts in mom~ershlp, the 
.~a,.l..s..,.,,nt of ~c.rking p.roce~fsx,.~s t the scheduling of %-ark, and the 
co:-.:venlng Of regular meetiz~zs. Throush the Federal Specifications ]3oard 
and also "blxcou~h direct contact~ this work 18 belong closel7 coordinated 
with that cf bhe Al-my-Nav}- Joint Speclflcat!ons Board. L-Itlmatei~r we 
hops arrangements can be ~zorked out for forn~.l coordination thrcueh offl- 
cial lie-con to a~tTe even closer co0peratl~n and full umifcrmity of 
requlre~ents on comaonly used items. 

Catalo~zing, e~fc.dy!D~ as it dots the clasJif!catlon into related 
groups cf con~soditiee~ and the identification of itums throuch proper 
&n(i unifovz~ deccription and item number, and the estabiisl~nt of 
standaz'd noD~nclature, Isat Frese~b being done in seventeen major 
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operationsof the Armed Forces and civilian establishments~ofthe Govern- 
ment. This includes the work being done on the Federal Standard Stock 
Catalog. 

Plans now are under way to establish a Federal Catalog System which 
will provide uniformity of the items regularly stocked and usod by all 
departments andestablishments of the Government. A single method of 
identifyinga!lcommodities, through a system of classification, uniform 
item description and item number, will thus be provided. Through stand- 
ardization of commonly used items and the elimination of urmecessary 
sizes, types and varieties of goods in the simplification pro@ram, sub- 
stantialreduction in inventory will be achieved and large monetary 
savings realized both in respect to the cost of materiels and the admin- 
istrativeexpens~of supply operations. 

Thecatalog when completed will include all items of supply, involv- 
Ing~ ~ccordlng to current estimates, some three million. A central 
catalog filewill be maintained and operating catalogs prepared from it 
so ~that each using group can have the information it requires in the 
most usable form. 

It Ss planned that the policies and procedures to control the 
catalogingwork and its application will be developed through an inter- 
sgency board consisting of designees of the Secretaries of War, Navy, 
Treasury, Agriculture, Commerce and the Director of the Bureau of the 
Budget. The operation of the cataloging offices in each agency will be 
coordinated into the uniform catalog system through a central catalog 
office located Inthe Procurement Division. .~ 

The critical importance of standardization work involving speci- 
fications • and item identification was emphasized during World War I! 
in the difficulties of supply encountered through lack of such coordi- 
nation. All phases of Federal procurement and supply will continue to 
suffer until full uniformity of standards in the Government is achieved. 

One phase of the Procurement Division's activities io which we can 
give ~reater emphasis-~now that- the war is,over Is our public utilities 
work. As you may know, the Federal Government is the largest 91ng.~le 
user of public utillty services in the country..• The major.services used 
include electricity; gas; and communications by t~lephone~ telegraph, 
teletypewriter, cable and radio. It is the f~ction of the Proourement 
DivisionLto~see that the Government obtains these services as efficiently 
as possible and at a minimum reasonable cost, Our function in this 
respect is not regulatory. We slmRly negotiate to secure thebest pos- 
sible "deal" for the services required. This work involves making 
economic and technf•cal studies and~•negotiatlng contracts. We do not 
tell any agency how many teTephones they can have in a building, but 
when they tellus how many the~•have, and various other conditions1 we 
will workout the beet possible"deal." • .... 
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It might be well to point out here that although the War and Navy 
Departments' use of utilities does not come within the orbit of th2 
Procurement Division's activities, in some instances they have cho3en 
to avail themselves of our services° 

The Proc~n-ement Division negotiates several types of consolidated 
utility contracts, the type depending on the situation. One t~pe is 
rather unique~ and exists at present only in New York .... ~j. Under 
the Procurement Division's consolidated contract all Federal Government 
use of electric energy in that area is aggregated, and billed at a 
special block rate. It is estimated that the cost of energy so p~Ir- 
chased is $600,000 per year less than it would have been ifthe various 
agencies bought their requirements on an individual basis at the usual 
rates~ Beth the War and Navy Departments are covered by this contract. 

Economic and engineering studies are the basis for the contracts 
the Procurement Division negotiates. For example, electricity and gas 
are sold by a given utility company at various rate schedules. 0he of 
the duties of tho Procurememt Division is to determine whether the in- 
dividual agencies are on the most economical schedule for the location 
and the type of use. Quite often, too, the characteristics of a given 
load are such tlmt no existing schedule is properly adaptablof In that 
case, the Procurement Division either negotiates an adjustment in the 
rate schedule, or, if negotiation fails, takes the necessary formal action 
before the state regulatory commission. 

In the field of communications, the Procurement Division is now 
i~king a complete telegraph traffic analysis, covering all civilian 
agencies of the Government for the purpose of designing a nationwide 
network of leased teletype lines. This network will be available to 
all civilian agencies for their common needs. Messages will be switched 
either automatically orsemlautomatlcally be±ween major cities. It is 
anticipated that a message will travel from orlginto destination, any- 
where in the country, in a matter of minutes~ and ata very low 6ost-- 
certainly below one cent a word, including all costs. Itls proposed 
to coordinate this system with the land-line systems operated by the 
Army and Navy. 

Another project well along towards completion is a country-wlde 
government telephone leased-line network to be used in common by all 
agencies and departments. It is expected that such a network can be 
put into operation in several months, with savings estimated conserv- 
atively at $~00,000 a year. Rapid progress on this project is due in 
large measure to thecomplete cooperation with the Procurement Divi- 
sion of the War andNavy Departments, the ~ubllc Buildings A~lmlnlstra- 
tlon, an~ the Bell Telephone System. 

A third project nearly completed is the analysis and design, in 
cooperation with the local telephone company, of a full automatic 
switching center for the rapid and leconomicalhandllng ofinteragency 
telephone calls in Washington. Although this system will save only 
about$80,000 a year, it will provide much more efficient and depend- 
able intoragency service. 
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One of the lessons we have gained from Public Utility studies is 
that too little thou~ht is given to utility charges when commercial 
space is leased by government agencies. As an illustration , we have• 
found instances of overcharges exceeding $40,000 in a single building. • 

TRANSPORTAT ION 

An activity-'tremendously important to procurements-which has not 
received its proper emphasis, is transportation. As you probably know~ • 
transportation costs average about 15 percent of the total cost of goods 
and in maoy cases, equal or exceed the cost of goods. Special rates due 
to land grant deductions go out 1 October 19~6 for military and naval 
traffic--they were eliminated on civil property about two years ago--so 
after that time the Government will receive no further benefits on 
freight rates under the original land grant acts. 

As an illustration of what can be accomplished through a close check 
of transportation costs, we might consider the fundamental of the descrip- 
tion of articles tendered for shipment. If we are to avoid excessive 
freight charges, commodities must frequently be called by different names 
for shipping purposes than the ones used in purchasing. For example, we 
buy cheesecloth in bolts as "cheesecloth," but in shipping we should use 
freight classification nomenclature and • describe it as "cotton goods in 
the original piece." Otherwisewe are liable for charges 50 percent• 
higher . . . .  

You will be interested to know that the Procuremen t Division main- 
tains a central traffic service which provides daily transportation 
information for ail government agencies in the District of Columbia, 
except the military services. This section also conducts gurveys of 
government traffic practices; negotiates with carriers and their agents 
for special rates; and preparea and ~ files co~plalnts before the Inter- 
state Commerce Commission and other public regulatory bodies. 

Perhaps at some later date this group would be interested to have 
a discussion of transportation matters and we would be glad to go more 
deeply into the subject then. 

In the meantime, however, there ~s being ¢~ganlzed a committee of 
the transportation representatives of the various agencies that will 
collaborate with the Advisory Committee on•Procurement policy, with 
the objective of exchanging ideas, discussing co~aon problems, and 
emphasizing cooperation between purchasing officials and those respon- 
sible for •transportation. Among other things, it will be the duty of 
this committee to analyze transportation requirements of the Govern- 
ment. It will also be empowered to take whatever steps are necessary 
to remedy any situation in which federal agencies are incurring exces- 
sive transportation costs. 

In summarizing, i would like to leave the thought that purchasing 
operations will be efficient only to the extent that we standardize 
requirements; use specifications that are adequate and that enable 
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active competition; examine carefullythe necessity for any special 
clauses in contracts; constantly ~evelop new sources of supply and con- 
sider the possibilities of new materials; maintain adequate property 
control; obtain the maximum benefits of transportation rates; constantly 
re-examine our inspection procedures; and maintain active cooperation 
between the inspection service, purchaslngofflcers, those responsible 
for ~afting specifications, and transportation personnel. 

I would also like to leavethe further thought that the Proct~ement 
Division in peacetlme contemplatesthe accomplishment of a complete pur- 
chasing service. 

C OLO~L BROWN: : 

Would you be good enough to answer some questions? 

MIR. FREEMAN: 

Yes. I would be glad to. 

A STUDTI~IT : 

I would like to ask if you have any division se~ up for the purpose 
of studying the forms, or types of forms, you put out on which you re- 
quest invoices be made? There was a time when it was not profitable to 
do business with the Government. Just to give an example, we were forced 
to bid on some stuff to be shipped to Philadelphia from the West. Well, 
we bid 20 percent higher ~than we would sell to our own customers. We 
got the order but there was twice the amount of theorder just In the 
freight charged for shipping it •to Philadelphia. That would indicate 
that a lot of other firms were o~tbiddlng :themselves on the same sort of 
basis, which would indicate that the governmebtsystem of invoicing was 
not any too good. There were so many companies here and so many companies 
there. 

B~. FR£~MAN: 

No doubt there is a great deal in what you say. One of my own crit- 
icisms has been the amount of paper Work involved. Weare trying in 
every way possible to reduce the extent of the paper work in connection 
with purchase transactions. Of course, as all of you know, there are 
many elements involved. For instance, In your invoice procedure you 
have to meet the requirements not only of you-rown people but also of 
the General Accounting Office. During the War everybody was staggered 
by the number of copies Of documentsthat were necessary in connection 
with some of the Lend-Lease transactions;and alsoin our UNRRA program. 

A STUDENT : 

Do you have at present, or contemplate,~In your agency anything 
resembling the Army-Navy ConsolidatedFreight Station for the handling 
of miscellaneous government freight? 
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MR° FREEMAN: 

No, I cannot say that at the present time •we do. Certainly it might 
be a beneficial possibility. " " 

A S T U D E N T . : .  . . • . .  ~ , .  . .  

The last sentence of your talk, would:you please mmplify that .a 
little. Did I understand you to say that the Treasury expects to take 
over all procurement? 

~.i,2. FREEM~ , . . . .  • ~ a  + , 

-. No. :kqqat I meant by that •was that we contemplate@ doing an en- 
tirely compleCe procurement Job within the scope of our authority.. Of 
course, as you know, our authority is pretty broad. • " 

A STUDENT : 

You mean with the exception of the Army and Navy, which ~-s to be 
taken off. . . . .  • 

MR. FREEMAN: • • ~ • .... • ' : • 

I think that :it is quite possible that •in connection: with items of 
common use, used by the ~my and Navy as well as the ci.vilian service 
that the requirements of the Army and Navy may ultimately be include~ 
in our procurement program. 

. . . .  L 

CAPTAI~ LOVENSTEIN:. '. " .:.. i . " : .:... ,. 

I wonder, Is thsre any:statement of .policyabout when you will use 
the negotiation~ technique and when you: will use the lowest-bidder 
technique? . :... : ~. i~' .' 

~R~ FREEMAN: ~ ~ : ~ . . . . .  

That is something that is under discussion •right now, Of course~ 
under the existing statute (3709) there are certain conditions under. 
~.~hich contracts can be negotiated and under which contracts have been 
negotiated, in the past. Generally, however, unde~thatprovisionit 
involves an immediate urgency to obtain the material. 

• o.ma_ adver- The competitive basis need not necessarily involve -~ - 
tising and a.lot:of paper work. Itmight:beentirely bytelephone Sver 
the course of maybe an hour or s~, . • • :. . 

CAPTAIN LOVE.NSTEIN: 

How did you use the competitive-bid technique ~hen you were buying 
from, say, one seller who has the utilities, and so ..or~h. 
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k~at you are doing there is buying a proprietary item. I would say 
that you cannot use the competitive technique. 

If you only have one utility in an area, you do not have any compe- 
tition. Your responsibility is to see that your requirements ar3 ectab- 
iished in the right rate bracket. 

A STUDE])~f: 

What system do you have to check on the life of mechanical equip- 
ment that the Navy buys to ascertain that it is useful for the service 
for which it is bought? In other words, if only the price is used. It 
depends, I think, a lot on the type of equipment, Do you integrate that 
in any way? 

~o FREEMAN: 

To such extent as we can. I think what you say is absolutely so. 
Wlnen you buy equipment, if you simply take the low price you mayhave 
the highest cost over a period of years• Through cooperating with the 
using agencies and from the reports from their own inspectors, people 
who are actually operating the equipment, we use o~m best endeavors to 
build up performance records. A great deal more can andshould be done 
in that direction. 

A STVOE~ : 

I believe my question is related to government purchasing and ware- 
houslng~ Until twenty-four hours ago nobody ever heard of a wheat short- 
age. About all any of us knew was that we had the greatest wheat crop 
in hlstory. Since then, all you could hear Ix that the world wasgoing 
to starve. The poor people of Europe were going to have to go back on 
black bread. We had to cut Ul~lqRA's wheat by fifty percent. 

I wonder, sir, are you in a position to throw any light on that 
subject? 

N2° FREEMAN: 

I am afraid I am not. 

A STUDENT: 

I imagine in each storehouse area you have funds set up. 
is it possible for the Navy to draw from them? 

Now how 

N2. FREEM~N: 

The warehouses are seif-sustaining. Theyare operated on the basis 
of a st,mcharge on the items which they sell. The surcharge is based on 
the operating expenses and is designed to recover these expenses. Their 
purchases are financed from the General Supply Fund, of the Procurement 
Division, which is a revolving fund. 
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If we buy an item for the warehouses, the contractor involved is 
paid from the General Supply Fund of the ProcurementDivisiono Theitem 
is put into the different warehouses and its cost is charged against 
their accouuts. Sales of the item to other agencies are billed at .... e 
cost of the item plus the surcharge~ wh%ch reimburses the General Supply 
Fund for the cost of the item plus the cost of handling the itemj If 
the Na~-ywanted to procure something from such stocks, it could do so by 
submitting a purchase order to thewarehouse involved. Collection from 
the Navy would be accomplished by a transfer and counter:warrant or by a 
1080 voucher. 

A STUDENT: ...... 

~y I get a little help here? Take the case of a typewriter, which 
I suppose you people have been buying for the Service. For example, if 
I am at Edgewood.Arsenal and I should want a typewriter,~ do you have one 
Of these open .contracts you talked about with all the typewriter compa- 
nies?. Do i get that-typewriterfrom your warehouse, or do I get it from 
the Underwood C~mpany, or whoever you have the contract with? And how 
d0 Ipay for it? 

I will have to answer that one in two ways on account o~our imme- 
diate situation. 

Ordinarily~before the war, that would be set up on a General Sched- 
ule c0ntract. Asa matter of fact, as you probably know, the prices of 
new typewriters are~establlshed by law. So that is an example of General 
Schedule contracting, where you gain the benefit of administrative econ- 
omy only. You do not gain any price advantage. You would ordinarily 
simply issue a purchase order against that Gezeral Schedule co~tract to 
ge t whatever siz ~ typewriter you wanted. .~ 

A S UDE T: 

To the Royal Typewriter Company? 

MR. FREEMAN: 

Well, all companies are on that schedule. Now at the present time 
that schedule is not in existence because of the fact tha% nsw type- 
writers are so ~ifflcult to get. We are handling typewriters through 
our Stores Operations. These are surplus typewriters that we take in. 
Some of them are sold "as is" and some are sold as ~econd~tioned, which 
simply means they are cleaned up and put in reasonable working order. 
Some are rebuilt. At the present time if you wanted a typewriter you 
would have to come to our Stores Operations first . . . .  

COLONEL BR(~rN: 

Undoubtedly there are some members of the class who do not know ex- 
actly what commodities or supplies you do purchase for supply to the War 
and Navy Departments now. 
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~ FREEIv~N: 

Colonel~ that is a difficult question for me to answer because of the 
many changes that have taken place on account of th~ ~,ar; anl becauss i 
have been away from procurement dlu~i~ the period of the war° 

Prior to the war~ for instance, we boughtgasoline requirements for all 
of the goverr~ment services~ includi~ the Army an& some of the Na'/y's 
r~quirements. We also bought fuel-ell requirements. 

COLONEL ~OWN: 

But we are now talking about typewriters, envelopes and so fcrth. 

We definitely contemplate in the future, in connection with complete 
proct~ement, inoludi.~g these various Ite~gof common use, such as type- 
writers, office machines, office supplies, paper and %h~n~u of that sort. 
That is why it seems to us so important to carry on standardization as 
fast as possible. With standardization, we are able to get a simplifi- 
cation of items and a more common use of items. It is perfectly logl- 
cal, it seems to me, that then we will be able to buy these in consoli- 
dated purchases rather than various scattered purchases. 

A STUDER~: 

Captain Freeman, how can theusing agencies tell what they ara 
going to pay for an item if it comes out of awarehouse and you tack 
on the surcharge? Will yourschedule prices reflect that? 

iv2. FREEMAN. 

Yes. I probably should have said something aboutthat. We issue 
a schedule of stock items. That lists all the items that we carry in 
our warehouses and the prices. 

A STL~DENT: 

That is, I su;pose, the issue price? 

iV~,o FR~MAN: 

The i s s u e  p r i c e s  3 t h e  d e l i v e r y  t e r m s  and  a n y  o t h e r  i n f o r m a t i o n  t h a t  
a n  o r d e r i n g  a g e n c y  m i g h t  w a n t  t o  kno~ a b o u t .  

A STUDENT: . 

Dr, ru ing  t h e  war  we had  some e x p e r i e n c e  i n  t h ~  u s e  o f  some d e f e c t i v e  
wiring--materials and workmanship. Now, if they were used, what were 
the results? I mean was there any great loss suffered on the part of 
the contraotor? Just what was done to get the maximum worth? 
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,MR o FREEMAN: 

Y amnot really in a position to answer that. 

COLONEL BRO~TI~: 

Would you want to say anything about the standardization of con- 
tract forms? Does your division handle that matter? Do you contemplate 
any simplification In contract forms for the Services in the future? 

YR. FREEMAN: 

We do handle that; yes. We are contemplating some simplifications. 
Right among my own people right now we are working on that very thing 
because we have a number of different contracting conditions that we 
have been using. Of course, some of them have been specifically appli- 
cable to the war. But I think that it is something that has to be all 
gone over again and the most simple result possible arrived at and then 
have that standardized. Standariization of forms and procedures is almost 
as important, as standardizing equipment and supplies. It will save a 
considerable amount of money. 

COLONEL BROWN: 

I think we could in all probability keep Captain Freeman here a con- 
siderable period of time. We already have kept him overtime. I think 
you have been very gracious, Captain Freeman, in answering so many of our 
questions. 

We want, at this time, to thank you for your able and clear exposition 
of your functions in the Treasury Department. We hope that the members of 
our class and the members of Our faculty w$11 be permitted to keep in con- 
tact with you and your branch over there. We may want to call on you In- 
formally for some additional help and we hope you will be good enoughto 
assist us. 

Captain, we certainly want to thank you for what you have done here 
this morning. 

MR. FREEMAN: 

Thank you, Colonel Brown. 

o0o 

( i ~  June 1946--200.)S 
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