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pricing on the barrfs of cost amCly8fs had begun, !?his led to paearqp of 

‘the &megotiatfsn Aots of 1942 and 1943, 

4. AU rensgot~tfon lsgisfatioa axpireil on 31 becember 1945 but, 

rensgot~aticm af proflfs fpcm sale8 to the Oovemmeat whiuh took place 



in relation to pro&a&ion the goverzmsnf nnmt be camfti to choose a 

m&hod of profit ~imitatioa whfch wiO1 gaits the obJ-sctives of lbimitatiOA 

Withat impSdi3lg pSWbCt~OA Or intsa$eriag with its erfficisney, Ia other 

words, what la needed ilsl th8 bert geesibEe 0ub8tftute fw competi%%m. 

3. Ifhat am tILeI possible 8ubetitutes for competition In Limitfag 

arntdh statuimy ren0gQtiatloA. All them methoda era related parts af thb 



the QPA polfcy VW to attempt prIc+~ wbfcrh ware a~emmallr feclr and eqaftable,” 

not to l%m%t profits on indiribal tontracte or won for indirldpal cmtrmtor8. 

c. J’urtherm~ro, during both World War I and World War II price 

- & To IOQO extent this wlad intentional, fnaamtmh ao it war 

nsoeurrary to rallow priaee to rire +no@ to snmwlege ansr;srginal psodtwurr . 

6. Finally, it arhowld be aentlorred that qu%te often price 

eeil%nga were determined beiorn prsdImw8 raaabsd ~s]Lrrras producrtion, 

with the result that when volume prodtwtfoa and lower unft cocrts were ’ 

attained contraatoru found themea2vea #miing high profit8, 

2, Iluring early stigerr of the war when time wa$ precfouu, 

wmtractors with thorn of other contractor8 0r with their OWa pr@vfow 

bids, without amlyting torts. Somstfme~ oontractfng officers eet thb)ir 

Owll %eflfngerH and m&fated with high bfddere to come under euch 

w&u inadequate for eertfmatlxq and limiting profits. 

3. Earlier %psakerar have sade it clear ‘tihat cost analyrrf8 during 

orfgiaal negotiation of indfvidml oontracts providee mxSmum inceqtfver 

for consemiag BcBrce mmpower, materials and faci:lttlesr dlllpBng produ&iol 

and should be encmamge& These mm earlier Lecturera have shown that 



inatlon a~d readju&mnt of gric4s,on t .,basis of cost 

1 on production rather t atpco There fs 8 pofnt of 



in connection with coat analysis for the large namber of aubcontmcts, 

eutimated costs am IPrawn the fee or profit received aray prove to bs far 

8, We have men why all of tIw six indfreet msthc& of lfmitiag 

at three dfreot iinmethods of grofft ltrltatton, The ffmf of theaa fa 

c0utrfbatfon~) e&e+ ) 81 tb p&Pb 0f many COatMetQPa. If tihay STlb zmt 





(9) Character Qf btlafness, co3nplexity of opera%Lons , 

subcontracting, ,rate of %urnOmw. ’ 

Each of them fac%ore will be considered fm more d?%tiil 

during the perjlad beginning at XOt4Q this morning, 

be placed uporn cIoss pricing of contra&s through oost a~ILysi~ because 

The fact that renegotiation waa contfnlasd lo#g after forward pricing 

the c6st--and-pklct, analyertrr found it weful to pofxlt orxt to contractors tW 



war wotildl probably bHng poptllq dmnandn for PimPtaLfon of war profitrr, 



materials, l&bor aad facflitfes, we Inag 8nticipate tI3a.t in w flltllre 

smer@mcy it will &ill be difffctit to eatfmalte in advance thg coat 

of new OF evm old matsrfsl produced ait graater yoluma. Whether there 

will be adequate acacnmting pere~nnal, in procurement OffQces and 

key p~remmP. 
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