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COLO.~.']L h~IS: Gentlcm~.;n, in the finalphase of" the course you will 
be preparing an economic mobilization plan. :~ou will also b~: making 
s critique o~ f the plop, that has been developed by the 1~unibions Board. 

In the past, many of the students have felt we should utilize, in 
any planning progr~:m ~e achieve, the estL~b~ished ~gencies of government 
to much better advantage th-'~.n w~ oid during ~ilorld ~ar II. ~,c have n very 
definite exe.mple ~ith rcspact to the use that v~-as made of the Agriculture 
Depertment in the procuremunb of food for the Armed Services. ~'~e have 
another very excellent ex'~mple of the: v~rticip~:tion by the Dep~rtm~nt of 
Justice in internal security m~ttcrs. I bciiew~ all of you were impressed 
~'~ith the most excellent jab don~ by the F. B. I. There were practically 
no intern'~l sabotage in this country s s the result of its effective work. 

By the same token, we feel we h~'~ve " great deal to learn in the 
matter of procurement. ,~c ~rc extremely fortunct, e this morning to have 
with us 1'Ir. "£ack of the Bureau of Feder::~l Supply. That agenc;~, you know, 
procures ell items of e commerci-~i n~ture common to more than one depart- 
meat of the Federr~l Government° The experience of the Bureau of Federel 
Supply, I think, would be cxtr(~raely interesting to you in your future 
considerations of the type el ° procur~.~ment org~nization you want to con- 
sider in any plan for economic mobilization we develop. 

I say ~'e are extremely fortunate to heve Y~. ~ck, Director of the 
Bureau of Federal Supply, with us this morning, ivY. ~ack has been very 
generous in the past. This is the third time he has appeared on this plat- 
form. Today he is going to discuss for our benefit the matter of organi- 
zation for Federal procurement. 

~. ~ck has brought along with him his two assistants, £r° k,-acI~od, 
who is going to discuss the subject of "Standardization" as it applies to 
Federal procurement, and ~r. Freeman, who is going to discuss the subject 
of *~Purchase ~ " Poli~y. 

i i r .  bhck, we will be delighted if you will come to the platform at 
this time and discuss your subject. ~. ~ack, gentlemen. 

MR. !.~CK: Gentlemen, this morning I though I might discuss the organi- 
zation t h a t  t h e  Bursau o f  r e o . a r a l  S~apply has f o r  p r o c u r e m e n t ,  l~lrs,~ o f  a l l ,  
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I suppose it is. important to emphasize that the Bureau of Federal Supply 
is a central supply organization. Organizationally, that is a relatively 
significant point. In other ~ords, our c~stomers are the Federal agencies. 
~'ie buy against their requisitions° ~,,c us~-: their appropriations for the 
purchase. So, we are buying rc¢,~ir~ments for other departments and agen- 
cies with their fu~Ss. Ths.t is the ~;orking relationship wc have in so 
far as the bu~ing job is conccrme.8,. It relates slso to certain other 
supply activities. 

Beyond that, and perhaps I should have mentioned this point first but 
I reversed them for a purpose~ ~c have certain re\sponsibilitieso Those 
responsibilities are to do particular things~ I ~ill try to cow.r thos~ 
as I go along.. So there ~re tv,'o broad phases : one, operational; the 
other~ policy responsibilities° 

l~he nsm.e "B~re.~u of Federal Supply" is one we have had a very short 
time, .in fact sinct the first of J~.nuary this y(;ar. It is more than a 
change in name. It is .~ change in the concept of the job we have to do, 
~.~e have worked ~'~ith this ~job for quite a little ~hile. We haw ].ived ~':ith 
it~ We have had an opportunity to study it ~. good bit and ~'e hove made 
certain changes° ~e have "not~ as ~:et; re~ched the stop~ing point for there 
are many more things to be done. 

This supply job is pretty i~portP.nt. I just v:T;nt to emphasize that 
point, The most rec~nt survey bj the B~reau of the Census of industrial 
firms--not a recent one but it is the l'~st one that ~;.~s m..adc--based on a 
• check of some 200,000 industrial fJa'ms throughout this country and a cross 
section of those industrial activities, sho~;cd that epprox£mately 54 per- 
cent of their exp~nditures for production.,ner~" for me.tcria!s, supclies, 
and <.quipmunt. 

That fact h~s had ..'J gre-,.t de,'~l be do in stepping up the responsibility 
of the supply function in industry° Th~.t has a significance, I think, in 
goverlm~ent. Too m',.n~ ~ times fc!lo',','s think of the supi.~ly job as a matter of 
getting a requisition, copying these sp$cific~.tions ~nd making the purchase. 
If they do, thc~ ~ ccrt-.~&nly have mi~".~ed !he boat and they ere not doing the 
job becaus~ th(: job of supply in. Low_~:ien~, ~s I se~ it, w'hil~ v~e do rot 
have quite that sam~-~ proportion of e}penditures to the total for supplies, 
materials, ~nd equipment, it n(.Verthelcss .~.s still the second l-:r~st ex- 
penditure in the Ooverr~n.~.nt. Excepc for y~rsons! services this gov~.rnment 
spends the next largest amount for its supply program~. It is tremendous. 

think it c:~lls for every bit. of thought ~nd coordination, in carrying 
out those plans, that can bc accomplished° For a number of years we have 
been trying to determine ~.hat might be the best organization for a central 
supply organization. I do not say w~ have the complete afnswer -now~ ~ut we 
feel there is quite an improvemcnt~ or at least it is a trend toward the ~ 
way it should be for the job o 
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The sort of org~inizatior~ we now have, for the kind of job we h'ave to 
do, is well-balanced, in our opinion. Before, the emphasis was on .pur- 
chase. True, purchase is ,'~ pr£~;:ry responsibility; it is pretty important. 
But purchase, standing alonu, is not the supply job. So we have tried to 
go back to what we consider to b~ a proper bale.nce. ~,e feel that, start- 
ing of course with the determination of requirements, next standards-- and 
-standards as related to the determining of requirement is so important I 
cannot overemphasize it. 

You fellows have hnndlud the supply job, I kr:ow. You kn(,~ that .you 
g,~t requisitions for specific ruquirements and you are expected to do a 

• :'~'~,~ is that there needs to be the utmost good. buying job What I r~m Sa~l..~o 
coordination and coopera.ticn, th<~ closest working relat, icnship between 
standards ~nd the determine, rich of r~[~quirements that there can be. }ie do 
net ha-re, it. You kn~ it -,nd I know it. But; ~~e are working t(~vard what 
we consider will be a very much £wprovcd re].~tionship along those lines, 

To tl~ose ~ho are" not familiar "~vith stand:.~rds, thusc who arc not famili,.nr 
v:ith the development of purch~,sc s~ccific'~tic, ns, those who d6 nc, t knc.w the 
significance ef ccrmmedity classifi(:atic.n, it is pretty.bard to selT a bill 
cf goods • 

I remember, ~hen I first went to the B~meau c-f ~d~.r~,.].'.~ "~ ~ Supply-- it was 
then the Procurement Divisi,m,. Tr,~:~sury Dep~.rtment" (Tr,~asury Procurement, 
~s y o u  know it)--one t , f  th~ things that impressed me as b~ing practically 
useless was" this tremendous cat~l(,ging actmvity they h~.d. I Very frankly 
say that my Lmpressicn wos bas~:d ~n the fect the t we did not know the 
significnnce of it and what could be done with it. 

So I want to emph~,~size th,:sc twc ph'~ses of st~n~'~rdization: first, 
• the purchase specificati.ms; and~ sec(nd, the co~o@ity classification--- 

the importance cf these to thq basic job of determining requirements. 

• The philos4ph~ of public buying is perhaps twof~id. We have basic laws 
3709 and 3710. They concern~ .)f c~-,urse~ the Federal Government generally. 
Th~n we heve the ~war Powers Act which b~us not been completely repealed as 
~t. ~,e have certain specific authorizations in p'~rticular legislation. 
H~vever, when you get behind the statutes, executive orders, rules and 
regulations, all cf which are important~dcn ~t misunderstand me; they are 
all impertinent--there is the philc sophy of public buying. That philos~phy~ 
as I see it, is twofold,: first~ c:~mpetiti,:n; second~ acCc, untability. Com- 

.... petition, because in public purchasing it is basic that when you go out 
to buy s.:~mething with taxpa~r~r ~s funds you should have adequate supplier 
coverage, There is a let of i mprovem~-nt to be done •there• 

First ef all, these ~iling lists sometimes get tc be in the category 
of, well, just another p~i.rt ef the meehanism. That is one of the most 
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serious mistakes, I think, that e~n b .  made in public purchasing. I think 
the principal j'~b theft the publi~ F U~ <basing officer has to do (Federal~ 
state, county, and city) in spending these vast amounts of money--and 
they are l~rge amounts of money--is to make sure he has a current, up-to- 
date, and adequate ~iling list. In oth.-,~r words, where to go to buy the 
things you need. If you have that kind of information then you get com- 
petition in fact. On the other hand, if you h~.ve some dusty old list, 
some list that is changed periodically once a year, or some list that is 
changed at intervals thor -,re much too long~ you are not doing the job. 
Too often that is the csse. 

I have gone out to a great many of the offices in the field. One of 
the first things I say is, "Let me sec~ your mailing list. Let me see how 
current it is. ~ihat have you in the way of new suppliers? H~ r~cently 
has this list been changed?" They always try to impress one ~ith the fact 
that their mailing list contains t~.~enty thousand names or thirty thousand 
names. That, in itself, is not a. w~,ry im@rcssive fact~ But if the in- 
formation they have~ properly broken down as to con~modities, locations, 
and so on~ is maintained currently, it c-~n bca much smaller list and can 
be a much more useful list. Theft is th~ only way to get adequate competi- 
tion in public purchasing o I think it is a trem~ndous responsibility on 
the public purchasing officer to keep mailing lists current. 

Then, purchasing is also accountabilityo I consider the job of spend- 
ing public funds the highest trust one can possibly have. I kn~ you 
fellows heve had experience° I know you have been all through this, but 
I am emphasizing things that impress meo I would just like to cover them 
generallyl I k nb~ ~ you know all these things but they can stand emphasis~ 

7rhea one makes e purchE, sc, I think it is a "must" that that file which 
'relates to the purchase transaction by itself should speak for the trans- 
• action; that the file should explain ~hatever needs to be known about the 
transaction; that within the four corners of that file is the complete 
story° 

T h a ~  is not always the case° ~e have tried to watch that pretty Care- 
fully. During the war we missed occasionally, because we had new and 

' untrained employees. They put in telephone calls sad they did various 
other things but they just didn't take the time to make that little memor- 
andum and stick it in the file. That is accountability, which shows by 
documentation "just what was done and why it was done© 

That does not m~an a big file is essential. I think I am as opposed 
to unnecessary paper work as anyone can be; I have spent a lot of tJ~ne 
trying to av~bid it. Nor does it mean that we need a whole lo40 of documen- 
tation. It means there should be adequate documentation, to show why we 
did what was done. ~ : 
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So those two points, T think a r e  rathk~r important: First, the current 
mailing list, the up-to-date mailing list, is the actual waif of getting 
real competition and it is om- r~sponsibility to get competition. Second, 
that the file relating to the purchasc~ transaction will, in itself, explain 
what was done and why it w a s  doncj in effect, the accountability. 

I haw,, spoken of Standards. It is related to the determination of 
requirements. ~r. ~[ocLe-od, who is the Deputy Director in charge of the 
Standards •Branch, will cover certain phases of standards work. 

I have spoken about competition, the need for current mailing lists; 
in other words, that is a pretty big field. 

Which of these old suppliers are making new products? A lot of them. 

thatenl~ eCs°nSeerhs ~r t ~krln]g Pro°dnUhitp?toTsh~t d s deLsl~°d~rdl°n I ~r° ng n v h a 
lation n r th 

to the determination of requirements and standards with relation to 
the product itself--~nd it is this : If w.e have new products, if we have 
old products with certain revisions ~nd production Changes, I thi~.k it is 

• pretty important that we have a working relationship with industry whereby 
those who are resoonsiblc for standards will have that information in order 
that they can currently and constantly bring up to date the information 
as to changes in specifications. 

There is nothing •quite • so unsatisfactory as to go out to make a pur- 
:chase on the basis of a specification tlmt is not up to date If you know 
materials, you are bound t0 know that that is the case and you know from 
the'industrial viewpoint that is not satisfactory; they, afte9 all, are 
the taxpayers. ,. 

In the organization we nc~- have, we are placing increasing emphasis 
upon transportation. ~e feel that transportation is very closely related 
to the purchase job. As a matter of fact, the traffic organization is under 
the direction of the Deputy Director in charge of the Purchase Branch. ~e 
feel it is that closely related to the supply job. In indust].q¢ they are 
beginning to recognize that. They are bringing the traffic man right into 
the purchase organization~ or under the same supervision. After all, the 
cost of goods is not the purchase price or the cost of the materials, it 
is the delivered Cost, with all of these related charges, that ad 
the final figure with which th e appropriation ~ is charged, Tha t bdiuPstOn, 
to a very high • degree, transportation. 

Then we ~ come ~to distribution. ~e b2ve done a lot of work with the 
civilian agencies of government in so far as distribution is concerned. 
Ke made a survey--that h~s been going on for a while snd we hope to complete 
• it by the end of the, oresent y~ar---of the civilian warehouses throughout 
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the country, v~e four d there were A06 of them. We have been studying 
them, liquidating them, consolidating them, and so forth. We have 60 left 
to survey. , 

~]e are bringing those warehouse activities within twelve supply cen- 
ters of the Bureau of Federal Supply. The objective is, of course, to 
bring the consolidated requirements for all of the agencies, that hereto- 
fore supplied their own requirements frpm their own warehouses~ into a 
central supply agency. That is pretty important because when you ere 
Serving various agencies of government you think in terms of the kinds of 
things that central supply agency is best able to do on the purchasing job. " 
~ou think in terms of term contracting because, there, you make term con- 
tracts for a number of items that are used com~nonly throughout the govern- 

:ment service. You think in terms of consolidated purchase requirements. 
And, you also ~hink of the stores operations° 

i$ is on the latter phase that I h~,ve just started to explain what has 
beendo~e. ~,e carry in these supply centers the supplies that are in 
common use by all agencies that h~retofore were distributed from the ware- 
houses maintained by themselves, in other words, we hope by the:~nd of 
this y<:ar, instead of having 406 independent ~:arehouses Operated by a 
number of agencies throughout the country, to have twelve warehouses, one 
here in Washington and others located throughout the country. .... 

The buying advantage there is to i ,~ ~ble to buy in bulk; get bhe ad- 
vantage of quantity price; to get ~le ocnefit of trarJsportation saving; and 
to distribute according to any day-to-day needs that may be r.eq~ircd by 
the agencies so they do not h~'ve to stock beyond a minimum ~mount. ~ 

Those are the three principal ooerations we fee1 todey e're very closely 
related: Fh'st, standards; the relationship to determination of require- 
ments; second, the purchase :.ctivities and transportation related to the 
purchase activities; and, third, the distribution activities relating to 
civilian requirements. 

~ie do supply some military needs from the warehouses, but that now 
represents a very small p~rt, of course, of the needs you have. 

The administrative and fiscal requirements, .we think, .are important 
considerations. '~ihile they are not operating functions they, nevertheless, 
have a lot to do with the operating job. In bhat respect, while I am now 
speaking about our organization~ I feel that to do an adequate supply job, 
to do a proper supply job, ~e nded tc have a Very close rel?.ticnship with 
the administrative peoplu--I am speaking no~ of th~ Governm~nt, generally~ 
and with the fiscal people (th~ Budget people). Once you get into pro- 
curement planning, you might decide, for example, from a supply vie~.~point~ 
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that thus and so would be a good oroccdur < , thinking exclusively in terms 
of supply. Then you get in touch wioh the fiscal people and you say~ 
:~Here's a proposed plan, @@hat do you think of it?" Right then you start 
to run into an entirely new field of considerations. They say~ "~tiTell thus 
and such is the procedure with regard to the allocation of funds~ This 
has to be done from a fiscs~l vic~@oint.. Thus and such .i~ a major consider- 
ation ~ith us. u 

Consequently, we found, after going through that proced~m~ a good many 
times, tb~it it saved us a lot of time to work from the inception of a plan 
with those responsible for th~ fiscal operation; ~iso ~'~ith th0s~ who are 
in top administrative positions. We have made it a practice to bring 
into our organization, at the me~tings we have periodically--they are 
luncheon-staff me6,tings--fallc~'s who are in top administra5ivc positions. 
For example, just recently we had Under Secretary of Commerce Foster who, 
b3r the way, spent several years during the war period with the Army. He 
is a top man in so far as knowing anything about supply, and administration 
as well, is concerned. ~e l'elt that that ~as rather ~mporlmnt. 

~e have talked generally about the organization. Now ]: might try to 
give you Somewhat of a sununarization of what I have said. 

~;e have o~ three operating branches° They are the Standards Branch, , 
the Purchase: Branch, and the Stores Branch. Under our Standards Branch 
we have our Specifications Division, C:'talog Division, Research and Tech- 
nicT1 Services Division, and Inspection. 

I did not speak of inspection. That is a phase of the work we have 
been trying to do a good bit with; we still have a lo:~g way to go. ~,e have 
been tryingto get out, for general distribution bhroughout the Government, 
a man~l for receiving clerks. ~ie are now working on a manual for in- 
spcctors. That is ~i ~hule of a ,-'oh. ~he thought is tomake that available, 
throughout government service, to the civilian agencies. I know the 
military have gor~ into i~sp(~ction pretty thoroughly, 

In the~ Ptu'chase Branch w~o hzvc our Contract Division and Strategic and 
Critical Lo, terials Division. We also have our Central Traflzc'" Service 
Division, which I spoke about~ and Public Utilities. 

The Strategic ~:nd Critical ~hteri~is Division h4s to do with the pur- 
chase of strategic and critical materi~is for thc Munitions B~rd. %,bile 
the purchase activities rel:~ting to that program are within the Purchase 
Branch, inspection is over there and it is u~er the appropriat@ function, 

Public utility studios is a new operation. ~e have been very much 
pleased with the results they h:~Ve been =ble to come up with. It is a small 
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group of utility engineers. The# h'~" been reviewing proposedutility 
contracts. They have been kecpina in touch with any proposed rate changes 
any petitions filed by utility comp~nies for changes i.n the r:~tesr ,end 
where the Government hr.~s a substantial interest they and their attorneys 
appear; they really have ccmc up with some pretty substantial savings. 

In the Stores Branch there is a ~-~nagement Analysis Division~ ~erchan- 
dising Division, Storage add Handling Division, v;ashington ~;arehouse 
Division; the fu~!'l y:~rds for supplying fuel for the '~ashington, D. C. 
central heating plcnts, ~.nd so forth, he s:Iso b~ve shoPS for furniture 
reFair: t~noe~',~iter rep:~ir, sad so on. 

On the administrative side we have ~he Fiscal Branch and the Ac[minis- 
trative Broncho On the fisc,'l side w<~ think that, in so far "~s its con- 
tributicn to the purchasing job is concerned; that can help materially. 
When we cater into a pie-chase contract, or issue a purchase order~ we have 
a good many conditions, many cf ~:hich ~re imposed by law; ethers ~y be 
special conditions. But we say to the supplier, "Ycu must dc thasc thin~s. 

, One of the tbings we dc for the supplier~ if he has met all of these con- 
ditions, is to give him his money ~'hcn it is du~. A little while ago, a 
fc!Icv~ cr~me te see me. He is with one cf the credit associations. He 
claims his members had a tr<~m~ndous amount of trouble with the government 
agencies because, they take discounts after the t~e is past; or they delay 
payment of bills. Their claim island it is a justifiable ClaD~--"If we 
do everything we arc supposed to d% why don't you do that part of your 
job and pay us when ~.'e arc entitled to be paid? ,~re know the credit is good 
but we also haw~. to use money~ '~ 

• In connection with the Administrative Branch, there is one point I want 
to mention--our Supply Centers; -~~.-.. ha' twGlve of them. They are located 
• at Boston; New York City; here of course; Atlanta, Georgia; : Cleveland; 
Chicago; Fort ~iorth; Kansas City; Denver; Seattle, which handles the Alas.- 
-kan R~,ilro/.~:d, the Indian Service, and so forth; S.~n Francisco, and Los 
Angeles o 

I would llke to speak a bit about the administrative setup. But, be- 
fore I do that I" will sp~k about an Advisory Committee on Procurement 
Policy. It has me.mbership from all agencies of the Gow.~rnment, including 
the military. ~ have monthly meetings. "The purpose of those meetings 
is to bring together the fcllo~vs concerned with Supply, exchange ideas, 
find out what might be don~ to do a better job. 

0~ of the things we arc starting to v, ork on now is scheduling. 
Thronghout the service generally there is a tr<~mendous jobto be done on 
that. You see, we operate on:an expenditure basis, as you well knov;. '~;e 
go to the Hill; they give us an ~:ppropriation. That appropri~tion is for 
e~.penditures for the next fiscal year. Consequently, the entire operation 
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is expenditure. ~'~e have the money for that year. As a result~ it handi- 
caps some of the things that are done in industry and supply, some of 
the forward buying, because ~e are IL~ited to the money ~e haw~. for the 
year. Ncvertheless~ v;ithin that limitation, there is a ~hale of a job to 
be done and ~e are trying to coordinate that. 

The General Counsel and his staff (Legal DiVision) is a part of the 
Treasury Department setup. 

The Government k~quircmcnts Division, which reports d~'rectly to me, 
is a recent setup. 

• Wc have had all kinds of planning groups over there. I am very much 
interested in pl',nning be~m.lse ~hcn we stop planning we are in trouble. 
Planning is ~ the means of kno~'~ing ~hat is going on and ~hat can be done to 
i~'~prove. It helps to contemplate ~:hat furthur might be done to do a 
better job. 

V~cll, we had administrative, planners and all kinds of other planner s. 
Vfe had economists and fellows ~'ith various qualifications to try to 
determine ~'hst typ'es: of qualification in employees could give us the best 
supply planning results. This may be the personalities involved. But we 
feel the best results ~e have been able t,o get are from the fullov~s in a 
planning group who kno~" the supFly job° Some of these fellov~s~ having 
qualifications as set forth in the Civil Service Commission's classifica- 
tion sheets, are experts in all ph-~ses of economics ~nd fiscal management 
and procedures, and they can write up a beautiful directive. But getting 
right d~a'n to brass tacks, ~-e have come up ~ith more results, quicker, by 
having fello~s in our so-called L~overnment i~quirements group that have 
actually done the operation job and kn'o~v.~at the •consequences of their 
plazming would be working ~-ith the economists and planners. That seems 
to give a better balanced group for plannifig. 

You know, many times a planning group %':ili go ahead and plan something~ 
an order is issued and they hand it on to the operations group and say, 
"Here it is. n Vicll, we havc~ gotten ~vay from that. ~'~C used to do that. 
Our thought is that the op~mating pcopl~ need to be brought in w~ith the 
planning people p~riedic'~lly, as the plonning progr&m ~o~.s~ ~ along~ to find 
out, i~om their point of vi!~.wj whether it is workable° 

For example, the head of th,.~ group in charge of the field office v~as 
heed of the Contract Division~ IM is an engineer and top-Slight supply 
man. He worked up from!a purc~sc officer. The fellows with him have been 
top m~n in the purch:ising job and in other phases of suppl;F work. You see, , 
we purposely have shifted thorn around so they v~ould get pretty broad train- 
ing. 
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It is a very small group., They do a pretty big job for the size of 
organization. I .think thereare about a dozen fell~s Who make surveys 
of Federal agencies in addition to planning studies within th.~3 b'areau. 
~{e have today a survey going on by that group in the State Department 
and in the Departm~;nt of the Interior. I have a d~ite to see the Post- 
master General this week to start one in the Post Office Department. The 
idea is to keep m~king surveys of agencies currently to find out -what kind 
of job they are doing in so far as procedure and operations are concerned 
so we can standardize. If there are certain" things being done that arc 
pretty good~ we want to make that information available to the government 
service, generally. From our point of view~ we do not v:ant to have a 
tremendous organization. What we want to do is try to keep the job as 
near to the point where the supply is .~eeded. ~ie want to keep our 

• activities within that field where thore is s very definite showing of an 
advantage, . , 

The Planning group considers, for example, reports of Federal purchases. 
We get copies of all purchase orders from th-c civilian agencies ahd the 
military agencies, except for strictly military items. That information 
.is consolidated by spot-check and by p.articular commodity. Then it is 
determined from that whether certain items should be brought into a con- 
solidated purchase program; whether they should be brought into term con- 
tracts; whether they should be out out, and so forth and so on. ~e do 
feel that that group is pretty productive. 

Now'l mentioned administration. There is just one thought I want to 
leave with you-before I close. It is this : Vie have tried" to .emphasize 
• training .of personnel. 'uV~- have emphasized purchase training. ~ie have 
.emphasized'training in traffic. V~e have emphasized other phases of train- 
ing activity, he developed courses for use within cur cv~norzanizatic.n. 
Some ef the. other agencies of tl#e Go,vcrnment asked if they could have 
r6preseni<utives attend thc classes, ~hich~ of course, .is. agreeable. But 
~e specify they Should send people who could go b~,ck to their own organi- 
zation and, in effect, pass along the infcrmatL:;n there that they had 
received while they are ,~vith our groups. This course runs for perhaps a 
two-weeks ' period.. ~ 

Then the state, county, and city pe, ople asked if they could be brought 
into the program. ~"iell, we gave that a ,l'ot of thought, This is. just 
an estimate, but I rather imagine that about two billion dollars go, in 
appropriated funds, to states,• counties, and cities for Federal-aid pro- 
grams. A.good part of that money is s-~ nt by these pubiic purchasing. 
agents in the states, coun~ies~ cities, end so on. 

So we finally decided we would go ahead with that program. There has 
been established what is known as a National Academy of Public Purchasing.. 
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~;fe are having our first seminar meeting th~ early part of next yearj per- 
hsps during February. ~'ie ol~,n to brini-~ in ~s group discussion leaders 
the top purchasing men in state, county and city purchasing activities. 
For example, A1 Pleydell, a former Co~lissioner of Purchsses of N~vl York 
City, who has done a marvelous job. Then there Is Joc Nicholson of • 
~ilv~aukee~ one of the too men in i>ublic purchasing. He has some splendid 
ideas that ought to be ~!de avail!~ble, genora!ly. A1 Holm, city pur- 
chasing agent of Los Angeles, a w~.ry excellent man who knows his job 
thoroughly; Betts, the Director of lh~rchases for the S~'~te of North 
Carolina, and so on. ~,~ are going to bring in those fellows and hn. ve them 
lead discussions of this group. The group will not be large. There will 
be about f~rty. ~ i',e hop~ ~, Colonel Neis will t~ik to the group cn Standards. 
We have ~sked Commod¢~re ~atts to talk to the group and he indicated he 
would be "~ble to do so. ;~e think it will be a helpful thing both ways: 
~:~e can get a lot from them and w~: hope some 02 the things we •are doing 
~ill be helpful; tee. 

The important thing is~ the interchange Of information should be of 
some general benefit. 

Those are th~-~ hi~hli[,hts. I think ~r. ~ncLccd can •give ]:ou more de- 
• tailed information on stsndsrds and ~r. Freeman cn purchase. 

Th,n nk ' y~.u. 

~-% 
i~. ~acLEOD: Colonel Neis, ~ntlemcn: I think that perhaps in talk- 

ing about standards and st~r~dardizaticn I might att<~mpt to avoid some 
detail thatyou might like t~ include- in any questions you ~'(~uld direct 
after the discussion and c<!w~.,r th~ subj~,;ct, as: i~ Strikes me in the Govern- 
m.<~nt, rather broadly. 

Standardization, a much-mali~ned and badly used word, perh.~ps should 
be taken cut :-f our vocabul~,ry for this discussi~n for the simpl~,~ reason 
that it h~s to be int~}rpret~d very specifically ~n every c~s~ i~ p~int. 
The; ~ord ,standards" is far bett~r from c~" vicwpcint, I thir.k, bcc~use 
it encompasses the whole field ~i' engineerin~ in suppli~. 

As ~: ~ck has indica'ted tc you, he has set;up in the B~reau a ccor- 
di~;~ting group of technical p~o~plc h~ndlin~ the complete phase of .commod- 
ity stsndsrds ~>rk "~s related t<> purchase~ distribution, estimating re- 
quirements~ and So on. In consequence v.e d~al, v~'mth specii'ications, 
c"-taloging, inspection, ~;nd the i~:formation aspects cf th.~'se Operations. 

I do not think, r,~nd never haw~ b~en convinced, that you csn very 
easily divorce specification opera,ions from cataloging bees.use the, ~ speci- 
fication deals with, essenti'~lly, a group of items or a csteg~,ry of 
commodities, by setting up th<. ~ m~asur';ble w~lues thst have to b~ met in 
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producing the items: the test methods~ the inspecti( ~ procedures, and the' 
sampling; whereas the cataloging is "n identity process that includes the 
characteristics of the individuc:, it ,~, even d~'~n to the actual size that 
is to be supplied, along with a related grouping of that item ~ith othcr 
items that are in close association. 

The inspection organization is the service function that ascertains 
very• definitely that you have received the item you set out to spccify 
and describe and that i~ wi~l, in fact, perform the function specified. 

Those operations are, essentially, service. Their development occurs 
as the result of purchase, warehousing and distribution operations.. 

In the Federal Government it would be impossible~ it seems to me, ever 
to establish a single organization that could do a specifications or 
standards catalog job across the board. 

I have always felt that inspection must be a considerably decentralized 
operation~ which can never be done solely through an area of coordination. 
We certainly have a tremendous nu~,~ber o£ technical people throughout the 
o~overnment agencies and in the ~'[ilitary Establishment, and we get down to 
the technical services of the Army and the bureaus of the Navy~ that are 
devoting vast amounts of time to closely rels.ted problems without adequate 
coordination. 

At the present mcment--I think it will be c£ concern and interest to 
the Collegc~in the specifications field we have reached a degree of 
coordination that, I think~ ,is quits astounding. The Federa.l Specification~ 
Beard, as you know, has become very active. It meets regule.rly once a 
month. It is in continual contact and is a very virile group. Its members 
are carefully canvassing specific~..ti '~s both in the Federal area• of the 
coverage and in the military arca~ u,..lonel ~'ieis, I am grateful to say,. 
had a great deal to do with the initiation of that activity in the form 
that it now goes forward& ~"~e ~c not "~t s.ll current in our work and indi- 
cations are. that it.will be a long time be:fore we ~ill be currcnt. But we 
n~ve a degree of coordination between the civilian-item specification and 
the military-item specification; a ccordination we were not able to 
achieve previously. 

To give you some indication of the status of the work, the Federal 
Specifications group has before it, in its technical co..~mittees, something 
in the neighborhood of twelve •hundred specification projdcts. We are 
operating at the rate: of something above two hundred completions a. year. 
In so doing, we have found it essential and urgent that in our specifica- 
tion projects we do as much standardize tion as possible so that we elimin- 
ate uneconomical types of m-~terial and unnecessary, wasteful sizes, varie- 
ties, and types. That is a'continuing process and, again, a part of the 
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standards job. In the past, there were tendencies, I am sure, for in- 
dividuals to have personal likes and dislikes for items. That crept into 
specifications to the point that some of them had very unnecessary and 
duplicative types and varieties of items. 

The JAN Board is devoting more and more time to military items. I 
think that is proper, }Iowevcr~ I think the military organization must 
devote a tremendous amount of time to civilian items because of its great 
concern in those items. About eighty-five percent, or so, of thc volume 
of purcimses rests in the military. Probably it also uses a proportionate 
percentage of items--somewhere between eighty-five and ninety percent--- 
used in the Federal Establishmrnt. Now that means that while there is 
strong indication that the greatest problem rests ~ith the ~lilitary, from 
the viewpoint of standards, the Civilian area, which is verst essential to 
the military operation, must be taken into account, especially in connec- 
tion with any specification or standards ~ development. Therefore, I think" 
it would be very unwise for the military to concentrate its energies ex- 
clusively in the field of so-called military items:~ ~ven civilian items 
that are of military urgencyo 

The relationship between the specification and the cataloging of items 
is very direct. When you have developed a specification, io follows that 
that item must be identified in explicit, individual terms so that you 
can estimate requirements, distribute the item, introduce the proper con- 
trols as to inventory and replacement, and'so on. It is necessary to 
~nalyze the specification in terms of the individual items which could be 
covered. So that, if you were developing a specification for rubber hose, 
there might be any number of sizes, constructions, and individual coupling 
attachments on the hose contained in that specification. 

~, • 

akzng the general coverage of the specification through the catalog- 
~ing, it becomes very important and also introduces the opportunity for 
further standardization because at that stage you can then know the in- 
dividual items being dealt with, the service conditions under which they 
are used, and determine their dcgree of interch~ngeability and substituta- 
bility. 

The cataloging problem c~nnot be dissociated, it seems to me, from the 
specification activity° These people must work closely together, both 
within their own technical field and in collaboration with purchasing, 
warehousing, and supply personnel. . 

Inspection, the follow-up aspect of the problem, is more than just as- 
certaining that you get what you bought, it seems to me, because that is 
the only area where you can ascertain the competence of the supplier to 
produce the goods. The inspector is in the manufacturer's plant. He 
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becomes very aware of production, processes and the comparable abilities 
and facilities of the various sources of supply° ~e look to those people 
to tell us more and more of the adequacy and COmpetence of the supplier 
producing the goods in addition to the specific£unction ofdetermining 
that a particular order is met~ ~ . ,  

In addition, to the problem of serviceability offers an op]?ortunity 
for the i~mpector to reflect to the standards man, on the developmental 
end, the adequscy of %he product~ We get, e!s~, from the inspector a 
great deal of help on ne-~ products, new dew~lopments~, n~w processes,=~ that 
are brought-to his attention as the rerult of his being iD the field, in 
the manufacturer's plant° 

Research and Technical Services is not, in our opinion, exactly ?.hat 
the name implies. %~ie esteblished a small group in the Branch for the 
purpose of assisting our technicians to learn ,-.-".bout new developments, ne¥~ 
ideas that are occurring in the literature, in other agencies of the 
Government, and in industr2- so that their work could be improved as they 
went along. 

There is a strong tendency quite frequently for technicians--technical 
committees, if you ~,.ill~to get into a groove and lose sight of ne~, develop 
mcnts and new products and just tend to kee p the current specification 
rocking along at the .very sr~g,~e rate it h~.s for .,., number of yeL'.rs. 

Research and Technic:-l oerv~c,Js in our shop is performing a very good 
function of bringing to the uttention of our technic;'l people infor~.~.tion 
that is ,~Jvailable in .other agencies of the. Govcrm:~ent as the result of 
ruo~arca,, tests, new-product dcwi~Icpment ~. and so one ° They develop a pack- 
age for the specificstion writer ~ when he starts out to write s~ apecifica- 
tion, ' which contains, all of the available specificstions, including those 
of technical societies,~m.snuf~'cturers~if you .will, and any other infor- 
mation in the literatllre that might bec, r upon the co~_.odities for which 
the specification is being developed. Yhat eliminates the necessity for 

" eac!~ technician to take a lot of t~.r.e to bring together the i.rlc.rmation 
tb~.t the technic.--_~.l co~.mittec .ultimo tely must have in order to draft o. pro- 
posed specification. .. 

in addition, of coursu, th,~ Tc~chnical ~<~rvices group handles all of 
the technical editing of the spocific~rtions for uniformity, the distribu- 
tion of the specificati.ons, and ir,quS_~ies regarding them. 

The" problem of .getting the 'job dot!e- becomes increasingly difficult in 
the face of our budget situation° Let ~:e tell yc.u something of the ststus 
of the Federal Catalog Project. I think that .'~'ill be very interesting 
to you and will-indicate a problem that will be ,':.f concern to you. 

• i : l& ~ 
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The United States Standard Co.~odity Catalog Board, as you know, 
developed & plan for the ~'ederal Cat~log S~tem ~hich was to be put into 
force~ by an appropriation which v:~s requested in the last D~ficiency 
Bill. The Congress thought well oi" the plan ~)or the project ;~nd the pro- 
Ject its~lf but w~re rather reluctant to appropriate money at that time. 
It o sked that we do farther planning and further coordirating work and, 
subsequently, submit legislatioD for the project. 

'~Tell, that was not at ~'ll satisfactory to the military because of the 
urgency and need for :~ system of identification of :~ll of the items which 
are being used, As a ~ttcr of fact, this centr'~l group under the Catalog 
Bo~rd estimated that on bhe prese~nt b~sis there w~re some 12 r~llion in- 
dividual it&ms being used in the sup~.ly system of th~ Federal Governm~nt. 
And that, if ~ou were able t~hr0ugh a catalog system with uniform idontifi- 
cation to it~dentify individually each of those items, you would discover 
t~t the net number of individ~ul items would be only three million. In 
other words, a contr~ction of about four-to-one. 

I believe that to be reasonably tame . :cause I am sure that e~ch of 
you, if you hsw~ looked ~t the lists of ite~ which ar~ being procured 
an d used, ~,ill fiod thcr~ is a tremendous duplication of th< ~ same item 
throughout the whole structure. I believe it w~;s the Navy th&t estimated 
out of 225,000 a~tifriction b~arings there ~°sre only, actu~lly, something 
in the neighborhood of 8,500 individu~l items. Since ! have gotben that 
figure, I think ther,~: has be~n a ~ rt~ .- reduction as a resu].t of addition- 
al identification ~;~crk. 

~.~, to g~t ba..n to the point, the. military had to go c.head, Its people 
could not wait for the; Federal C~-ztalog Board to be established ~nd for the 
C.ontrel Coordinating staff to gct under way. That work is going forward 
Very intensely and I' think very well. Every atten-Dt is being made fsr it 
• to adhere to the Over-=-~ll plan • and principle of the Federal Catalog System. 
Ifis .ple~nned that eventually th~ Co.qgress will have this proposed legis- 
lation to act upon. In due cours~.~, th.:~ Federal Catalog System can be 
gotten under way. 

~s a result of this delay in establishing the central operation, it 
seems to us th&t there may have to bs s one change in the plan for the 
Federal Catalog System, if and when a central coordinating organ, ization is 
established. The fact that so much work will hove been done by the 
Munitions Board Cataloging Agency that work c~n be utilized directly and 
without serious additional screening or processirg into the ~edersl system. 

• Ther~ is a r~;~;1 problem h(~rc. It is going to be extremely difficult 
for the military to coordinate its cataloging work with that of the civilian 
agencies. When you bear in mind that about fifty percent of the items used 
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by the military are civilian in character and of great concern to the 
civilian agencies, you haw some indicaticn of ~he importanc~ ~, o.f reflect- 
ing this area in the military cataloging work. You just car~ot s,.parate 
it. 

Furthermore, ~nalysis v-ill probably show ~hat some considerabl<, ~ 
% 

additicn~l percentage of items will fall in the general-use category when 
yo u anal.~e componcnbs and assemblies that qre now categorized as parts 
peculi~r Or speci,7~l military items. 

The significe.~ce of such < project becomes extremely Ln~port~n~t when 
you thi~k bh:~t it is the only real t~pproach to cn effective~ pro.ctical 
st~ndardizatio~.~ or sts.ndnrds~ ventur:~. In other words, %:e.must knov~ 
the items wc arc dealing ~ith ';.nd the a~plications concerned befer~, ~ we 
c-'_~n set up ~: re,'~son,~:blc ;:~nd pr'~ct, icr~l st-~ndards process. I do ~of mean 
n~,~Cc~sarily c stereot~ymd design. I am thinking of items which can be. 
used int~rchcng~-~bly ~s to p(.;rformance but a'rc not necessarily int~.~r- 
change,':ble mech:~,nic;~lly or by d@sign. 

I am thinking of adopting the most eco~omical item for the s,;rvice 
couditions to bc ~et. I do not think we should havo~ except for' highly 
specialized milit~ry items, the straightaway, totally interchangeable 
t~pc of stand~.rd or stand:~,rdiz~tiono I think of it largely in t~rms of 
things like--well, .t~ke co~,~pr~ssed gas cylinder volves; the t~'eadirg of 
the v~ricus types of wlvcs for s~;ccific g~ses being totally • interchange- 
able but not interchangabl~ one to the other so th'~t the connecting thread 
for a cylinder for nitrogen ~.;ot~Id differ from ths one for oxygen~ but each 
man~zfncturer ~ould supply you a valve thre'~ded universally th~.~ same for 
nitrcg~m .~.nd for oxygen, and so on. 

A great deal of wcrk has been done in that field, but it is rather 
interesting to ~,ote that the Govermnent is only just nov~- reiching the'poinl 
where it is going tc apply tbose industrial standards developments 5o .its 
procurem~-~.nt. 

K problem tht~t ~':.'-.~s ~ith us durin~ the ~ar and c:,.us,~d us gr~at diffi- 
culty, as it did industry, ~, w~,s where ,people ~rroneousl'/ connected the 
v,%'ong compresse d gys, c~:using explosions. 

I thinkthat, gentlemcn~ is css,~nti~Llly the status of things. I would 
lik~ just to mention th~ o~n" "st<nd~rds" organization in the b~rc~.u is 
b~uilt largely on ~ b,~rd-hitting, b~sis. ~¢i<: do not hove a large staff, As 
Nr. ~iuck has pointcd out, h~, ~ docsnft have on: either. We-do not h:~w~ in 
mind a coloss~l t~rp~.' of or~,anization Co~centr,'~lize standards activities. ' 
It isn't practical; it doesntt ~'ork that w=y. But it seems ~ to m6 to be a 
problem of an organization requiring highly competent and higb_~y specialize, 
commodity technicians who haw, ~ the facility to pitch in and help coordinate 
the st?,ndards work which is beir~g done throughout the Government. 

16 



COLOneL NEIS : ~. Freeman will new discuss purchase policy. Ivb. 
Freeman, gentlemen . 

i~. FRE~N; Colonel Neis and gentlemen: Purchas~ policy is, of 
course, the most important cart of my job as head of the Purchase Branch. 
It is particularly interesting because it is never static. One reason 
for that is we hs.ve a number of different purchase programs. Our basic 
program is wb:t we t~rm our regular purchase program. Then, in addition 
to that, we hsve, as I~. ~L~ck mentioned, the iprogram of purchase of 
strategic and critic~l ~t~rials. We haVe, at -the present time, the 
Greek-~qid program and other foreign aid. We have been through the UhRRA 
program ,and, prior to that, Lend-Lease. On each of these programs~ nat- 
urally, the policies w~ried. 

First of all, I would like to speak about the policy in connection 
~t-ith our basic regular program. In goverp~nent, it- is very definitely the 
case that o~ policy is limited by statutes, regulations, and thepolicies 
of the-agencies for whom v~e are buying. In the regular program v,~e are 
naturally subject to Revised $t~'~butes 3709 and 3710, so that the purch~se 
policies we establish and carry out must be in conformity with those laws, 
v;ith the decisions of the Comptroll~r General based on those laws, and 
vsrious regulztions. 

Purchasing in the regular program falls into the accomplishmeht of 
term contracts, known as Feder-~.l Suppl2 ~ Schedule Contracts, with which I 
think you are all familiar; purchuses for our own warehouse stocks in ott.~ 
twelve supply centers, which are for reissue; purchases, on a consolidated 
basis, of those items which lend themselves to consolidation; and, then~ 
a certain amount of individu?.l, direct purchases for vario~is agencies end 
ourselves. " " . • 

The determination ss to ~~'hich category of purchase an item should fsll 
in requires extensive, consideration. As has been brought out previously~ 
it requires coordination a.nd cooperation between all of the different 
operating pnr.ts of the Bureau of Feder;]l Supply. 

I think a large number of elements enter into a consideration of the 
way in which you will buy and handle an item. First of all, what are the 
government r6quirements? Whzt is their extent? Where are they located? 

even if extensive, located in only one or two places ~~here Are they, . 

• delivery will be required, or are they, more or less, uniformly scattered 
t-hroughout the country? Are they occurring frequently, with regular 
re.petition, Or only occ.~.sionally? • 

Then, what is the situ~:tion of th~ industry? Is it a t~qoe of item 
where industry c~temarily has ~arehouses conveniently located all over the 

.'% 
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country so that industry has an efficient and effective distribution 
system? Or is it the industryYs practice not to have such a thing is 
that but to have relatively few points where the item is available7 

Again, is it a type of item where quantity will give a progressive 
price advantage as the quantity increases, thereb~ making it very obvious/ 
that the thing to do is to buy directly from the manufacturing source in 
the largest quantity you can accumulate. Or is it an item that will show 
a price advantage on quantity up to a certain point but ~.'hen you reach 
that point you hove reached saturation, so that regardless of the addition- 
alquantity you v~ill 5ot get any reflection in a better price? 

Then you mus5 consider if it is an item that deteriorates rapidly. Or 
is it a type of item ~here you do not have to worry about deterioration? 

is it an item ~hich lends its~if conveniently to warehousing? Can 
it be atacked easily? Does it not occupy too much space in compariscn to 
its value, or is it an item which is very unwieldy and expensive to 
handle in a storehouse? 

Those are some of the elements which must be taken into account, along 
with w~rious others, in order to reach a correct determination as to 
~¥hether.an item should be handled in one of these ways about which I have 
spoken. 

If it is determined it is to be handlea as a Federal Supply Schedule 
item we then, hsving .made that first determination, which is a policy 
determination, have a second major policy determinetion: Shall we accom- 
plish contracts which are on a nationwide scale, with one ultimate con- 
tractor, or shall we break the country into zones of one kind and another 
so thst we may wind up with a n~r~ber of different contractors involved? 
Sometimes a zone ~,y be a city; sometimes it may be several states. It 
all depends upon the item. The determination of that is very important.• 

The best result, I believe, is obtained, So far as the t~q~e of item 
I am talking about now (Federal Supply Schedule) is concerned, when we 
break the country into zones so that we allow the smaller manufacturer, or 
supplier, an equal opportunity to compete, within his limits, with the 
is~ge nation~ide manufacturer or supplier. At the same time we do not, 
and we cannot by law, re:strict the nationwide supplier to a limited scooe. 
He must have the right, if he so desires, to submit a bid for uveryone of 
the zones. The smaller supplier c?n limit his bid to one zone only. In 
that way, to my mind, we are accomplishing a uniform competition between 
all kinds of suppliers. -" 
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There are very many ,other determinetions but I do not think I should 
take the time to go into them n~'~o i could discuss this one subject for 
probably a couple of hours, at least° ~,e have the problem of whether to 
set up contracts on a six-month basis, nine-month basis, or a twelve- 
month basis. ~hat we will do about delivery points; whether theywill be 
~.o~b. manufacturer's point or f.oob, any place in the zone, or something 
of. that kind, 

if it is .an item w.hich, from considering the various factors I first 
spoke about, it is decided will go into the Stores Replenishment program, 
then a major policy determination comes dnto the picture : Nhether it 
should be bought on a corsolidated basis, at a central point (such as our 

° 

shop in ,ashlngton), or whether it is an item that could better be bought 
• by each supply center on it own. The frequency of use, the trade practices 
involved, the location of the points of manufacture~those are some of 
the things that enter into t~is determination. 

If, as a result of that, we determine it will be bought on a consoli- 
dated basis, at the present time it is our practice to have all those 
requirements submitted by the supply centers, at definitely scheduled 
times, to ~iashington. At definitely scheduled times "~Je go into the market 
to fill those replenishment requirements on a consolidated basis. 

If it is determined it is an item that will be bought by the s'upply 
centers themselves, then it is up to them to go into the market on their 
own, under instructions which are s result of policy deter~,ination as to 
the factors they will consider, so they are not going out and buying a 
bag of peanuts every day in the week. 

If the item proves to fall in neither of these two Categories I have 
mentioned, either Fed oral Supply Schedule or Stores Replenishment, but 
is an item of very extensive use in the Govermmcnt--the best example I can 
cite is automotive vehicles--then the obvious thing is to deal directly 
with the manufacturers. The m~.n~fahturcrs want to deal that way. They ~re 
interested in dealing ~ith the Gover~lent as an individual as much as pos- 
sible ; that is, as one point of contact. The requirements are large; they 
can be scheduled. There is, :so far as I have been able to determine-- 
and I have made a good many investigations in the matter--no saturation 
point .onquantity. In other words, given reasonable conditions fn the 
industry~ the more quantity you have, the more bargaining you can do with 
the automotive industry. In an item of that kind, we buy on a schedule 

-basis. •Vie advise the agencie;s of Government we are going into the m~ket 
at definite, periodic times; that the requirements submitted to us will be 
accumulated in the interim period and will be consolidated in the invita- 
tions. At the present time v-e are going into the market regularly about 
every two months. 
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At times we haw to change our determinations and our policies. Butj 
T might say, I think the basic over-all plan is the same one. that any 
purchase organization has : to get bhe right thing, in the right quantity, 
at ths right ~'-,~,~]...,~,:at the right price~ ~nd ~:,~b the right place. Curtainly, 
if you sa+&isfy those conditions in "n-- p~rchaso you n,ake you h~venrt 
very much to ~orry shout. 

6hen. .we get,., to some, of our oth~,r, . progrzms,, for. instance, t h e .  , Strategic 
and Crltlcal ~,ateri_Is pro{~ram,, the over-<~.ll considerations ~re different. 
~~e have, in ~t~]ny ways, q~litc different policies involved. In the first 
place, ~'e arc bu~ing r~w m,~tcrinlsj gen~r:~lly, speaking; v;e ar~ buFir~z 
menuZ'actured items. ~ie ~re buy.~m Z" ~ in lar~e~ qu:.'-ntities. The sotmc¢,s of 
supply ar~; rclotivelz ' icW as con<nrod to those for the r.mnufactured arti- 
cles. In a ~-jorib 2 of our bu.vi,~,t we will find the items co~ze .fron 
foreign sourCeSo ,c have the ~u~,ort practices that come into.the picture. 
~e }%~ve, man~[ consid,::rotiens that ~r~ or, hi.re! 2 diffor~.nt from the b;~sic 
re~ul?r,, purch~,~s~ ~o~r,~m.: ,~ .... On~. ' ' o ~  g diff,~renc~ is th:~t wc [:r<, not subject 
tc k,:~vised Statute ~709. I:~v,~cdi," b~,~ly th:t enables us to have m<~re latitude 
th:~n w.; ~.',,0uld have oth~z~,'isr. ~':c c'?,n .......... ,+ .......... F~s.-tl,. ,.~ /urch,~..s<,s, w~, can r~d~e 
iniorm?=l purch:~'ses; we can do~ :~'s all cf you kncw~ mnr~ things that we 
cannot do ~'~hen subject to }~,~vised Statute 370?. 

Nc~v that doss not me~,.n, by any m~nn,:r of m~.ns~ tha t ¢~'e do not use just 
as much care, just ;o~ much th,u~:h+,~, . :nd just n s much--I mizhb say <yen 
more--control as where we ~'~ould have the, control of .~ statute to r(~ly on. 
But th< policy is u~,~er~nu. Therefore, the: whole•thinking and program 
h~'.s to be based on tlmt policy. ~ , ,: "°~ ' • ~h~;r, has to be :< d~tercnt tr?,in of 
thought. ~hen I tt~n my ~,tt;,ntion frc~ th,~ Contract Division to the Str:~- 
tcgic ~:nd Criticol ~{ateri:~Is bivision~ in a s~nse I sort of h~.,w:~ tc put on 
another suit ~f clothes. I h~vc to, chcr~]e my <hol~ policy thinkin, Z when 
i go ~ - flior t,, the other. 

i spoke :,~.bout th<:: Grc:~k-ei<~ ~r~'~r~<~ ~:nd the UI~LPui 'and Lend-L&;ase pr(>- 
gr:m,.s. Limitations a•s t~•; }"~h:~t c,~,n b~=~ d:~pe ~nd wh,u% cannot be: don<: are 
different in all <f them ~- . • o. • Ii,.-, cxourt el<m~ent • cc~s int:h • the,: picture° 

Nat~m"~lly~ the policy c,~te~mdn~-~t~,-n~ ~rc dif2crnnt in all of th,tse pro- 
gr~-ms---¥Pa,~t W'~ c~:ll ~'ur "sp.:ci:'_! pr<'jr~ns." In the first pl~c¢, wc do ndt 
haw~ t-.:= de.t~rmin~ ti<n t,. .ke s [-.<, v;h<:tr:or iz is. ,.loin.7, ou be ::. ce'ns,.li- 
d a L e d  p u r c ~ - ~ s e ~  -'., s t  : . . rcs- is .~u: . .  ~ z ~ u ' c h - ' s e ,  o r  ~-. F ' ~ d e r n l  S c h e d u l e  p u r c h : ~ s c  
b.-,n- ~ - - .  t h ~ ; y  ~II inv,:lw: ' ' .. . • purcn?.scs <f ~ definite cuantity f(r ~s i!m,-•~di:'te 
delivery as p::ssiblc. The=r,: is n::: res,<L.5 inv.:lwzd to other Z,'verr~m~pt 
aJ, c n c i e s  a n d  n o  u s e  ' , i '  ~ h e  c ~ n , . t r ~ c t s  bj,,< < t h e r  g < w ~ r r ; ~ t  a : I e n c i e s  ~, So  
t h n t ~  i n  s,,,,r.m~ ~ ~ y s ~  i t .  i s  s i - , p l o r ,  i n  t h : t  i f ,  i s  n<m,.,' , . f  a s t r a i g h b  < : u t ~ n n d -  

cut buyin[; job. But it is ::~::~: cu%F!ic,~ted bec:i~use ef the imp,,'rt and ex- 
port picture. Rclefii<;ris with :.:b.her :~geneios in the pru<i~rnm ?,re still therq: 
In th~ dr~,~k:<~id pr::<~r:~,m wd ~ " ' . . . .  . ~,urc:~.:,~,.--d :{s ugcnts f r the St?to D..cpartmcnt. 
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Policy de,termination'as te what ~vi&-i gc .~nto the program and whatwe will 
buy is net curs~ i~ha~ has been decided ap~,.a when We ge t the request 
te n~ke the purchase. But h~" W-c 7~ill buy, whe~he F we will buy on a 
definite ccmpetitive basis, ~.~ whether the." item is nct adaptable to that 
cn account cf t_he urgency bf the need (the lack of time), or whether it 
is somethSng that shcB~.d ~e ~ought as a prcpriet~ry item, those are policy 
determinations which we have to make° 

l.think that gives you an idea of the scope cf policy determinati~ns 
we have to make° I have only sketched it very lightly. Tc my mind~ it 
is wha~ makes a .purchasing job for the Government a very facinating en- 
deavor. 

; Thank you very • much. 

COLOr,EL ~IS : Gentlemen, we will have five minutes for questioning. 
~r. ~ck ~h~s kindly consented either tc answer thor, himaelf or pass them 
on to his assistnnts° 

are there any questi~u]s fr<;m the house? 

~ O~ Qt~sil $ : H{w is the Bureau of Federal Supply financed? In other 
words, do you chr~rge ~n overhead to the govermmcnt agencies for whom you 
purchase, or do youhave a separate ~ppropriation? 

~R. ~CK: I think we have ~st about every arrangem~nt that is known 
in government financing. ~e hav~ a direct appropriation tc cover salaries 
and expenses. ~ie operate by allocations from agency appropriations, for 
whom ~ carry on purchasing programs; for example~ the State Department 
in connection with the ~arshall plan, if and whe~ it is enacted, and so 
on~ 

Then ~¢e haw!: •~ Supply Fund which hss to do with certain operations, 
such as the distribution of stock items and •the purch~se of ~terisls a- 
gainst requisitions. That is used for the purchase of goods for stores 
and for the p~>nent of mgterials bought for 'other agencies. For those 
kinds ~f ~ operations the;re is a surch:~rge. That surcharge is t!~e~ per- 
•cent for direct-delivery purchases '~¢ith a m-~,.x£mum charge-; of ~150.00 and 
a minimum charge of ~i°50. The stores surcharge, generally is twelve per- 
cent. ~ie have a surcharge for fusi. ~,e ~.ve a surcharge for shop opera- 
tions, and so on. 

So, you sloe, there is just ab~;ut every kind of fisc:.~l arrangement that 
there is. 
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. . . .  QUESTION: To what extent doyou go., to the basic part manufacturer 
for your automobile spare parts rather., than buy them from the manufac- 
turer of .the automobile; that is.~ for such .things • as carburetors, 
bearings, and so forth? " 

~R. FREE,N: I will answer that in.this v;~'y. It is our po!icy~ on 
automotive parts~ to set up ~-~.rts cqntracts ~ith the automotive manu- 
facturers. It is rsther interesting that the one very real reason I, 
personally, have for advocating that policy ties in ~;ith what ~,"~° NacIeod 
said'about cataloging: On these £~rts we have contracts with the auto- 
mobile manufacturers thex~elves. If a fellow l~as to have a part that 
goes into a Plymouth car, without any difficulty~even without knowing it 
on his part--the part he needs can be identified and can be gottea 
immediately and thnt's that. If~ ho~vever, we have contracts with indi- 
vidual parts ms nufactt~ers, it has been our experience that each has his 
"own ~ay of indicating~ his ov.~n ncmenclature and n~mberingo Ten chances 
to one it is an awful job to try to identify which part is what we really 
need. 

At the same time v~e have given opportunity to the independent manu- 
facturers to take part in our contracts and many of them have done so. 
And there are some cases where this difficulty I speak of does not occur. 
~e have no contracts with indopendent people, that I rec~ll, on items like 
carburetors, ~{e do have on brake linings, fan belts, hose connections, 
and various things of that kind. 

COLO~SL ~IS : ~. ~' . . . .  ~ck, you, ~r. Free~an, and 5m. b~acLeod have given 
us e .very comprehensive insight into Federal prbcurement, ~Ve want to t:}ke 
this occasion to thenk you very much. 

(22 January 1948--450)S. 
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