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. PROCUNEMENT BY THE BUFEAU OF FEDERAL SUPPLY

N

- *;*'3 ﬁé¢§mber 1948

GENERAL HOLMAN: No study of the broader aspects of procursment
at the Industrial College would be complete withoub an understanding
of theareSponsibilities;and;preedgres of the Bureau of Federal Supply.
e are-very fortunate in having with us this morning Mr, Clifton
E. liack, who has been the Director of that Bureau since July 1940,
r. Wack has addressed the College in previous years and his Bureau
© has alwayS“reSpdnded~$plendidlyAtq any request. from the College for
" information and guidance in our atudywqf‘proeurement;problems;”.l,feel\

. certain that everythipggmrfzﬂaskfhasaho‘tell us this morning-Will be

of great value in ourgﬁnde;stagdigg_oﬂ large-scale procurement,ppe:ations;

It is a.greatfpleasuféftbjin#rﬁﬂﬁég‘ﬁ¢ you and to welcome to this
platform again, Mr. Mack, A s S

. MR. HACK: Mr. Chairman, gentlemeni I notice from the letter which

" wag sent to me that tnere?ara*cgrtaingpointafyou'WOuld like to have . ;
discussed. They cover quite a broad field: Tirst, prganization;'secondly,
the Federal EropertY:Act;‘andafiﬁaily,‘the'requast,for a discussion of the -
advantages and,disadVantages;of‘a«singlelégancyffpr,all Federal‘vaernment
procurement'ofﬁCiviiian and military supplies, ' : )

' That is a pretty big order. For that'reagon,;l‘ratherpthink~there
will be a good many questions. 1 will be glad to have them. While I
have a'prepared,statement;{iﬁfmight»ba.Wellfif I skipped some of it so
that we.WillﬂhaVe'mbre;time.fbr"discu§sidn,; - SR

A number of things have happened in the past two or three years,
based very largely on our experiences during the war, that indicated
the need for bringing up to date the Federal procurement system,. During . |
the war the Procurement Policy Committee, composed of the Army, the Navy,
the W.P.B., Haritime CommiSSion,lo;P.A,,"and oursslyes, gave considerable
thought as to what might be done to earry through £o. the postwar period
those practices which during the war period were found to be desirable.
: u~Those,discussions'laid;the;basisuﬁor.what_ig row your. Armed Services
“ Procurement Act. THah,iaVan*exCellent;piecegof,}egislaﬁioﬁ;,]We4had
participated in the original planning but withdrew at the time of the
hearings because we felt it was . more important that the Armed Services

should have that authority first. We intend to submit separate legislation
 calling for substantially the same autharity, There are some differences,
which I will come to when I discuss that matter, ' : g

i




"First of all, in order that you will have a basis for the discussion,
I tnink it is pretty important that you know quite clearly what was
intended that should be done in‘termskoffcentralized procurement st the .
time the then Procurement Division of the Treasury Department was establish
the purpose of its organization; what was contemplated; what has been done
and wny; and, finally, what we are doing today and what we think should be
dong, =% - . e R I AR o - : :

/. 50 you can see that that is a sizable order, isn't it?. But, first of
all, I think I will have to., refer specifically to some ef the language in

the basic legislation}thiSsdiscussion;willhbe based‘very,largely on a

thoreugh knowledge of the basio-authorizabi@n.- - ' ‘

. At that time, under\the so—cailedf1932’RéorganiZéﬁiohlAct, it was propc
as ‘a part of the reorganizstion of federal agencies, that: something should
be. done to bring together the.:then sepapate, and independent_groupslwhich he

‘reSponsibilities concerned with supplys .o

AS & result, the President issued Bxecutive Order 6166, However—and
I want to make this very clear-the Executive crier was issued ds a Fesult
of the authority contained in the basic reorganigation statute; that is,
47 Stat. 1517, Again,andWagain;Weihear;reference to the basic authority
- of the Procurement Division (today the Bureau’of Federal Supply) as Execut

. Order” 6166, True; it is. an Exgcutive order that spells out what is to be

~done, -That Executive Qrdér, howeyver, has‘the~force.and,effebt of a statut
- That.is a rather important.point, e - : L :

- The purpose of this Eiecutive order,waé'%o merge several'functiohs
having to/do with supply. It started out in.this fashion;

" ®The function of determination‘df:policies and methods of
proc¢urement, warehousing, and distribution of property, facilities
structures, improvements, machinery, equipment, 'stores, and suppli
‘exercised by any agency"—- . C - a : ,
- that ‘is, ahy agency ofhthé*Fedéral Gove}nmentf? :

"is transferred ﬁq_aﬂbechement.DivisiGnuin‘thQHTreésury
Department." - o o o ’ o

4nd it provided. further that the Office of the Supervising hrehitect

.. of the Treasury Department would be transferred to the Procurement

Division, .with certain exceptions as to the responsibilities then under
his supervision. . = . : T , S o

. Then it Went'on,fo'say:
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R i“In‘resﬁect'of‘any;kindfcf procuremeﬁt, warehousing, or
" ‘distribution for any agency the Procurement Division  may,
“with~tha-apprOValfof‘thehPreSideht;i(a)'undertakegthe,pér~ e

" formande of such procuremént, warehousing, or distribution

siteelf, or'(b)ﬁpermitfsuch-ageqpy to perform such procure-

.

" ment, werehousing, or distribution, or (c) entrust such .
- performance to some. other agency." - L R

Invother~WOrds; do;thevjbb§ &e1égatefthefjobfdompléﬁely-*do part, delegate o
part--according as it may bs deemed desirable in the interest of economy ’
and efficiencyy S ST T e R L :

'  ‘It gdesvonlfurtuér te say;'

“"ihen thafProéureméntjﬁiVision»has prescribed’ the manner-of

'procuremanm,VWarehouSing,'or~distribution‘of‘anything, no agenecy
‘shall thereafter,prbcu;a,;Warehousa,.or distribute such thing in

any manner other than so preseribed.”

and, in effect, it ssid that once the determination had been made

‘iby'th13¢centralmsupply*orgaﬁizaticn as to how the procurementfshould'be

‘*'gccbmp1i$b§d, thgt:Would,thenfbé"the~methéd of doing it.

o . The order spelled out further tnsh the execution of work now per-—

’“fbrmed‘bY'the-Cprps'ijEnginears_spould’be mede part of saidféorps,,“subjec%
to the responsibilitiesuhé?eigyvestedlin the,Prbcﬁrementhivisipn,”', :

" 'V?5Pfocurement'reSpanibilitieg'in»the~sﬁécific;agencias~reieried‘to
as-the ”independehtfagqncigsﬂéthen;existing,‘which‘weregmerged under this.

s MR .

order, were the functions of the’ General Supply Committes, -Tou may recall
‘that in 1910 it was set up by statuts, as a matter of fact, that was the .
- first oentralized~pr¢curement?in“the Federal Government, except for that

" ‘short period when our Government was first established and it concerned

only term.cqntracts,;ulnar910,‘there was brought together within a com-
mittee to be known as the General Supply Committee the responsibility:
for making term conmtracts for the verious: agencies of the' Governments

- Each agency had representation on the committee, They made contracts for
~common items OfﬂSﬁppLy'andathbsegcbntractS'Werexavéilablefto all agencies
of the Govermment. . - - ' AR L

: So ‘the functionsJoi'thatLGenéral Supply Cqmmittee;,uhderﬁthisﬁ
Executive order snd statute, were transferred to the Procurement Division,
" The functions of the Federal Real Estate Board, Federal Specifications
Board, federal Traffichoard,;the-lnterdépartmenpal Board of Contracts
and Adjustments, and the functions then being performed by’ the area
coordinators in the Federal Coordinating Service, which existed at that
timefunder'the,supervisionfpf the Burezu of the Budget, were abolished.
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Coordinator, the so~called Federal Business Lissociations, ° But for
Some reason they had never been formally listed in the order that had

There was another group that had becn coordinated by the Federal,_'

" been issued. . Theyfwer@.nottreferred to in the order. The Bureau of

Federal.Supply'has,cqntinued the coordination of the Federal Business

associations, Frankly, We,haye.triedvto,transfer that work to the
Bureau of the Budget because we think it hnas to do with management

~ functions, generally, as well as Supply; specifically; but it still

is pending.,

It was very clearly’spelléd‘Ou@ in this‘legislatiOn’that it was
intended to have a central sypply organization for the entire Govern—
ment; to have 21l the Supply responsibility for both military and

.civilian agencies of the FederalvGovernmentvbrought,into'this one

group.

hdmiral Peoples, who'Wés‘thehfthe anma§tbr of the Navy, as I.

- recall, was designated by the President to underbake this job, He

- was a very capable, and a very efficient Supply man, .

: He hadvnolsoonefiundeftaken,th¢ jdb £hanihe'fou@d that!ue'had‘é
Special job to do, which was much larger than the regular-‘job, and :
that was this Emergency Relief Program, At that time, as you remenbey,.

we had quite a serious depression, There was this very large Emergency

~Relief Program (Federal Works),'whiéh'calledffquSetting Up procurement.

offices in every State throughsut the country, and geﬁtingAunderway,

.rapidly. So he found himself more concerned, because of the'urgenpy
of that situation, with that specific progran than with this basic Job

fSO. ' ¢ n

of;gpingfforwarg with the regular procurement program; and understandably

e have had those programs céntinuqﬁsiy,-‘I_don'tﬂtnink‘théfe has

‘been any period since we have been going when we “haven!{ had in the
~Bureau of Federal Supply one or more.very,$ubstgntial'special progranms,

which are given to us because we are & central supply agencys Lend-lease
program, UNRRA program, Defense Housing program, Red Cross program, -

.+ Strategic and‘Critical‘Materials.program.of the Munitions Board, and on

+and on you go, It has'bsen pretty well accepted as a’type of work we

must expect because:of our organizational setup, -

' ;t;Whén‘I‘wpnt to the Bureau of_?edéral Supply in;IQAQ,’I decided that
if we are ever going to get anywhere with this”job of centralizing pro—

curement,  we would have to do it while these other urgent and“8p¢0ia1;’

programs‘wereugoing>on,'_That is what we triéd\tqldo,

However, there was bne,othervrather important, development having to

.do with the.hilitéry‘services.; On 10 June 1939,Ad11ra1  Peoples issued

# Director's Order (No, 73) which, in effect, said that he was then to

TR TR e T AT TR
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3g§bfdughtvihto:theRBureaq,0£ﬁFEderal~&upply;

g3 -

" undertake 1l procurement under this basic ‘suthority. I hed better read -
wphe Procurement Division shell hereafter undertake the
7 pérformance efeprdcurémentgof;all‘supplies, for use. either.
“wc,at»thefSQat?ofﬁGQVErnmgnxxgr{in‘thefﬁield,‘for;allfexisting
fﬂva@rﬂmenxiagenciesyandfsu¢h:agencies/hereafter ereateds
. Provided; ‘that anywagQQCyﬁmay;performjsuch‘procurement'itaelf,
*étb»the»éxtentﬁpermitte_1byvtheﬁDirecth1ofﬁonCurement313nd”;;
»;such,departmeﬁtsia&uthe?Direbtor-may designate, with respect .
to specific agenciss, spe¢ifi0“kinds‘o£,procurement,iorwSpeCific'

- supplies."

That ofdetjahbWever;ididfﬁ6t3applywt¢ the Army, the Navys or’ﬁhe Garine

Corpss So*that-was~ayvery_material'Ch&nge:in so far as our job of central-
izing procurementfwas;concernedﬁi;, A ‘ el

identally, all of these building functions
réméﬁtfas~theiPubliC~Buildings Branch—

,QnSibleffor,therconstruction‘ef federal

federal buildings, and all those kinds

o the PublichuildingsﬁBranch'ofitha

ProcurementfDiVision-~Werewtransferred‘to‘tha Federal*ﬁorks'ﬂggncy~on‘

._’,‘]_';4"“]"113\'_:\.3‘9339. e Al S i D .

it ‘just about that. tim
#hich had been grouped
tpe.hrchitect'570£fidegf
‘buildings, and the maintenance f

ct

of jobs that had “been, brought in

; ’ LY dhbecome,#eryﬁmu5h interested in this
,matﬁérvoficentraliaed*procurement,v:I was over- there making‘a*survaj;

7 ybout that time in 1939 I

I'Was«over»thereson;several. urveys, as a matter of facts First, as to

,Spécific”comﬁaditieS{Qtextiles?;fnéxx“as4to heavy equipment; finally, -
Tantover—all SurVey“pffthgﬁeﬁtireforganization.fA S e T

Tt did not seem,tbkﬁ§?as~a_result of'that;survey5,that the centraliz—
ing of -all buying in one place was the right snswer to the job.of central- .
izing'procuremehtsfthat[undér,thisibireator*s order, authority which I .
ahﬁve~jUSt:read}Wherabyvall%procurementfoffall'civilian'agencies would be
was just the way to go about

e it,.JWhenﬁmeianalyzedwthewWkaIOadfto~find out ‘wact then was being done

-wunﬁer‘thiSjchaﬂgé{whichyHihcidentallj,~
deing?the'jobgfwe:f@pndwt .a lot of . paper-work was coming to us that
‘jﬁstfdidn}tibelongﬁtheres ,,erwareugetting requisitions for purchases

* against term contracts.a705v10usly,rthere\Was no reason in the world
‘for having them sent to our organization, The tern sontracts should
'*béAuﬁ@d*byt%he.requiSit;bningzagemcy,forﬁord@riﬁg”direot,‘ Our job is
to make: the originalngantraﬁt'andvii'shcuid~be then distributed by means
of the federal‘schedule;paﬁphlets*SO that tne.ageaciQS?oan‘have,themvand

was the first real step toward

tien they can{order5direct;;;So,we;got rid ‘of all that work,




-

980

Next, we-sterted to check, 0 find out exactly what . the Federal-
Government buys, We ceme up with some amazing‘infofmatidn;~amazihg.
to me and I think it will be to you, too, o o

Ve askéd‘@ohgressffor'théiauﬁhofityAto.do\thiéyjbb.‘ e had to have

a group to collate, nalyze, and study. the ihfqrmatibn,uiwe found that
an analySis.of‘theﬂpurchaSe orders issued by the Federal Government for
other than strictly milit@ry,itemsgshowed varying-peréentagesfaccording
to spot~0hecks,\but’substantially“90‘pércent of the purchase orders issued
by the Federal Government represented. a dollar volume of but approximately
.10 percent of the-total‘amountfrepresented'by theventire'number of purchase
- orders. ind, conversely, the remaining 10 percent of. the purchase orders
had to do with 90 percent of the dollar volume, which pointed up some very
‘interesting observations, o . S v

First, it showed that We were getting too many siall purchase transacti
what should we do about ‘that? liell, there is no one answer to that problen
It is still'going»on.‘ But wé~are{£rYing?tovmeet it, Ve have done certain
- things, however, That was the reason we undertook this national supply
- System, setting up‘consolidatedﬁwarehouses thrggghout the country,whereby
' a Bureau of Federal Supply store for an area, or.a few .stores, can distriby

to the;agencies/these,commonly used, items required every day,

That was quite a Sizable job, though, because we had to do: it while we
had all of these Special programs going on and. the war was ‘going on, - We
Surveyed,some,406-civilian wareghouses, not military, and ‘as 2 result we
have;weither,mefgedfor~1iquidated.mo$t of thdseﬁwarehousés;jthe rémaining

 warehouses arg :strictly operational, We now have in their stead these .
~eleven,warehouses’throughout.the counttry from which we lssue these iteéms
commonly used day in and-day'out,_ That;program is now mandatory on all
the civilian agencies of the Government, TheApurpose'is, of course, to

minimize small transact;ons,,we hope;, through emphasis on scheduling,
I owill bring in some further‘cbmments on that a little later, S

There are other approaches to that problem, as shown. by that basic

, Study; which call for other.action; For example, in the.ciVilianfagencies

90 percent of the personnel is in the field service, Many of the offices:
of tiese civilian agencies, as you well know, are wery Small;'for,ihStance,
two or three“people,wa.halftdozen people, a dozen people, or a hundred
people, In some, there may be a single employées the Forestry Service;

the-Indian¢§ervice;.théﬁﬂlaskan agencies and ‘so cp, .

However, aside from the store setup, and emphasis on scheduling,
‘which has‘much,more,tb.be‘done»on it, we are dealing with all of these
offices, There is the approach of authorizing cashier-azents §0 that,’
an employee might be authorized to make these small purchases ‘out of *
cash, and paper werk be minimized, T A “




; *pamtfaffihe¢purchasing-jobg,‘Also
’-*in,ie&eral,purChasingi%he'réqﬁirad%fiScalrandtbudgeﬁarymprcce@ures”ape
“important to the determination &s to where apd how t¢ buge e will
" bcuch on those as we go on a bit furtner. i , : .

" Scheduling is 2 very import

" Now'as tcnthe,cthar*thSeﬁoftthe'problem~that;has‘totdo with the -
10 'percent of the-purchase. orders that were Tor 90 percent.of the dollar
vybluma.a‘Thare'again;aindmbeﬁﬁdfb§Cihﬁsiwer@ raiseds “What are these
! commédities?7*TheSe:d@llarﬂvclumefpnrcnaseg;ranfintoﬁabcut‘a dozen .

e,iéategopies:~machineryian&~QQuipment;'electriéélfsupplies:and,equipmenp,

fff;hquSdheld’furniture; au&cm@t*ve:eqpipmeat; 1umbergfand SGion;t>ﬁégpave
. "yphdertaken to consclidate ﬁne"purchasefcf"certainhofkthose“requirements.,_,

. Others will be underteken as sc¢on &8 We nave sufficient inforiation
concerning sach commedity to determine just what shculd be done in each’
instance, U 0T o e e MR T S

. Then, frcm'thatgp@iﬁtgéna*havingvsoma“idea 28 to what this Jjob =
- invclved, we have done'certa;n’hhiﬂéﬁi 3l1;of’Which lead up to a pettern
_ eWhich'IfthinkfhaSYtofbéﬁéohsid red if we are going to have the full effect
3 of .centralized procurement di :he Federal Government. . [ o

- First;;Standamds§ﬁeweggotiaway,ffém:thé'SOwcalled organizational
getupe- dufkhdw;ﬁthere~is”afténdgncyjin Government, becsuse of budgetary -
v ,and"fiéc&l?cbnsideraﬁions;?whenVyGu nave a jobtc do, and it is a-specifie
.program, Lo set up an crganization under the title cf the programs The
budget is requested:anthat‘basts;"Then,*és the job is completed, that
group is completely liguidateds It does have certain ‘administrative

" ioadvanbugeSe

. Bub fmm"the;kind@of:jchinhaVeftoldo,;whera special programs are
constantly and continuelly a part of cur job, it is nct the sclution.
So we came up With the idea that.as a central procursment organization
' we should be flexible, 6rganiiationallyl so as to meet whatever type

of ‘program we might be’askedV$c.handle—ﬁregular:eﬁd'special4 S0 now
, we“aré‘es%ablishédfQﬂ?tﬁiswbaﬁisg;and&We‘thiﬁk,*f&r CUr puUrposes, that
~ »i%-is’the kind of anlcrazanization that will best. dc-the job: RATENE

\,-'x;minﬁcﬁnsiQGring4eur centra&”supplyffunctienﬁ’thé'firsqucﬁé;is? W
‘purchasing standérasgl‘Inwa;geﬁtral~supplyﬁorganiZEtidn;’purchaSingé ‘
)standardsfactivities:are3éc;impgrtanti€hat;ib w@uld”be‘impossible¢£pr\‘

me te overemphasize it. It is the basic key to centralized procurement
'in’thefFe@eral¢Govarnment;:f,.gz»?r e TR e : s

E ¢V$Seéond; thaﬁPurchase;Functiongf-That is where all ‘the glamcur is,
‘ inspurchasing;jxwhilé«it_isﬁﬁretty}importanteéI den't underrate it for
a‘moment~—yetﬁituiswundulyiemﬁhasized,fasFccmparedftw-other.phases<of
‘the‘supplyvgcb.;;YcﬁacaggbeianmarVelous negotiatory yow can do a parfectly
vgloriousfjcb,.butuiffy@u;dnfnbtuhavesthe“basicubuildﬁnp;SE that you ars ‘
dcing the right purchase. job,: then you nave ‘missed the hoat completely.
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Tbird,'storas_and,$t6res Distribution,~-Ve have. set-that up as.
a1se§arape“ﬁﬁngtibn’becaﬁse;;agaih,}ﬁhaﬁ.has to do. with the distributien

"_of’suppligSQfméterials; o

" Within each of these Functional Structures we have various other
phases of supply; however, those are the three principal ones in
'Government:’jStandards,,Purchase,’andlﬁistribution.‘ %e have within

"stahdgrds;‘férﬁexamplé,wpurchasé SpecificatiOnS;-Federal'SPGCificationS

aﬁdjmaterials»iﬁSpection. Vie dothe basic work in initiatihg the -
federal purchase;$pecificatibn”anq Wwork With'the.79’te¢hnica1‘committees

" throughout the Government and they, -in”turn, work with industry, then

the final reviqw“and“prqmulgaﬁiqnfis‘hapdled by the Bureau of Fedsral

Suppdy. - -

l:It'pleased’me beyond words 6 éée‘theimilitary undertake the

kclassifiCation of commodities last year when we weren't able to get -

' our appropriation due to 1eg;s;§;ive_¢nags,,>.-

Géﬁfihg right back to'EXééufiVE'Qrdefuélééiagain, when -we went down

to ask for money to do ﬁheijdb;thathas_needed;in‘order to develop a

- federail catalog system, the Senate Committee onvAppropriations, on revic
;questioned our authorization because it was cpntained-in‘an.Executive

ordér. e hope to have all of that clarified in proposed legislation,

’_@éide of \the Federal,Goyéfnment.

‘However, that is another function of our_Standa:ds'Branch,/.Right“now, ’

its principal 'job is to coordinate with the #ilitery for the civilian |

&
4

Yie have materials inspection in “the Stahdapds'Braﬁcﬁ‘beéaﬁse'that,
in effect, is the means of determining whether or not you get the qualif

ral)

- performance that is spelled out in the‘basicaspecification¢,A

. Those are three functions within Standards,

’ Now,ﬁi@hiﬁ‘our fufchaSeﬂBrénCh aparﬁfffom'ﬁurghase cbntfééting; we
have'ouﬁgcentral'trafficfoperations,i'I_think'that is a tremendously

important job. It needs to be close to purchasing for the most éffecti:

.services to determine what is

operational résults, I am not speaking of the transportation function,

~executive bills of lading.and that sort of thing, I am speaking of

traffic menajemert such as the determination of traffic policy and the-

~hénd1ing‘ofjrate cases before theulnté;staté_cbmmerce;Cpmmission;' -

'Within'Sur”Pdféhaéé‘Bréﬁéh'Wefhévé'élgg[whéﬁ:is known as a_ Public
Utilities Group. It studies the contracts that nave fo do with utility
i needed: to effect .the. utinost utilization

Ex e f

,f.Offthe_ﬁ@rVi¢e.within,thé*rafﬁsapféscribedmvEﬁﬁpreSenﬁ@tiveS~ofﬂthe

~
[

- groups dppear at rate héarihgsﬁwhere;theré‘?ﬁe proposals for rate inere
,pxévid@d'the;Govepn

. b

ment has aisufficiehtly‘sUbstantial_interest,_and th

have done gAppgpty:gobdljobAip:te:ms.Qﬁ dollar savings,
k . i ' ‘ L :~.‘ . co W ‘ .VX'_ -
8
5
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o mlthln the Stores Branch : have what 1s kncwn as a M?nagcment «na1y51s

: "”ﬂGroup., That group is congerned - witia the study of commodltles to determlne .

tnose which’ are bcst sulted to that type of an Operatlon.

They wbrk w1tn tne Purcnase Branch on the determlnatlon of requ1re~
ments, ne reasongblaness of prlces, and so fortn... : R

: e also have’ Spec:.al supply pregrams.; For examplc thb achlSJ.tlon
’.of strﬁteglc and crltlcal materlals is a Sp@Clal program,

- hnd, of courSe, there are ull cf tne flSCul, budgctary und adrlnlqtratlvg'
E'Operatlons that have to do with- these supplj functlons 1 have been t 1k1ng

'iabout.

I thlnk thau covers the hlgh spots of what we are d01ng today. Brieflvft“
to sunmarizes Our jod, a8 a central supply agency, has to do with e
standurdlzatlon. " T should say.tﬂat iSInuMber one, Ve think that thu natter
of supply pollcy should be standardlzed throm@hout the Governmbnt. :

5 It 1s the sort of thlng that calls for a very close relatlonshlp
‘*beﬁween the civilian agencies: ang the mllitary organizations. v Further:”
_fpurchas; standards operatlons~—purchase specifications and a standard
comnodity identification: system are—~1n my op1n10n-—bas1c to govern—
‘“ment~w1de supply advantases, . ; 3 y‘. L

: For this’ reason we know, and we recognlze, that the. mllltary has
a vast procurement JOb. "To a very 1araa extent, it is Speclallzed
,“procurement,, L .,‘,mk R s TR R S ,ﬂ‘ ChlL

. Neverth@less, industry and those to whom we 1eok for supplles, i
whether it be’ 01v111 n needs or military needs, thlnk of the: Federal -
,‘Govarnment a8 one braanlzatlon representlng one: govcrnmbnt., They 4o
not understand why it is that there are differences in the methods and
: proceduras.' he feel that tney‘snould be st,nddrdlzed. e

n e feel that in’ so far as the mllltary buying-aeb is concernad, it
o ise pretty nuoh a dob for the Serv1ces to do, except as to the standard-
or comnerclul items Whlch are in common use by the civilian agencies

as: Woll as thenselves, For ‘example, there are many commerclal -1tens :

that are’ used in much greater volume by tne eivilian agencigs tham by
the iilitary. In such cases the advantage would go to the pilitary.
. There are: other 51tuat10ns where the advantaze would: go to -the. clv111an

-: agencies. - But we &ré& now dlscu351ng standard or: commsrclal jtemSe (
That is the point I.am talking about: Standard or commercial -items—— . - -

‘ furﬁlture, paper - products ‘and so. forth-—where the ‘suppliers are the
o sane. I thlnk that 15 2 flald that should be cocrdlnated. "v

-
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I think the cOnsiderationAis to determine the government-wide
intérest. 1 know, again and again, whenever we hove o proposed
consolidated purchase program, each agency that is affected neces-
Sarily views it in its own lights In some cases representatives come
in and say, "ie have a special problem, . Ve are different from the
other fellow, Ui thinkfthi§‘is~good for the other fellow, but we

S don't think this ought to be extgnded to«us:because‘we‘arevdiffefent,“
' Viell, actually, I feel that sometimes that is overdone.. The determina~
tion should be made on the basis of the Government-wide interest, On
standard or commercial-items;Wé_oughﬁ’to censider both military and
civilian requirements together. T L

In speaking of centralized supply, so far as the actual buying is
concerned, it does not .always follow thet all of the buying of a particular
commodity needs to be done in & partieuler place, . Frequently, that isnot

"in the interest of the Government at’ all, x@grtainﬂcommoditie84can‘be '
scheduled, centralized, such as heavy equipment, o ’

There are other itews that, under a standamdized,pc];cg;and.p@@b
cedure, might, be bought geographically, or might be bought on & commodity
basis.’ I’think~eacnicommodity, or ‘sach. group of commodities, has to bs

ostudied Separately, R o S »

Yie have asked for legisiation, as‘I'have‘said,'that‘would parallel
the authority you have in the aruéd Forces Procuriment hct.. There are
Just a féw minor changes, . This proposed legislation. has been referred

- Yo the Bureau of' the Budget, Ve are asking for, well, I would say,: .
T exactly the same sutherity the Armed Services have with the exception

that our language is a bit different, For example, the first exception:

"determine,tofbe*necessary,in4the;public int@rest-during'the_period of
’ natiOnaliamergencyV,]and‘so forth. . I think your language is "national

defense9$'ours,naturally; would ‘have to. vary, ' ;

- Yopr limit your. bill of appropriations; we don't., Ve buy with funds
- that are not appropriated by the:Federal Government, Ve buy with funds
that are furnished by foreign, governments; in some ‘cases for international

‘ co:porations,.anﬁ:solon,-:%hile.ou:nGoﬁ@rﬁment participates in denations

‘to the‘internaﬁiOnal,governmentSy?yetrthgffund:is net.an appropriated

fund in so: far: as thaﬁinternatioﬁal-corpﬁrationfsaexpenditure.for supplies
~ 1s concerned. e S S T R T

Differences ingthisvbill‘are;minor..»There.are:just‘a few,
Substantially,uit‘is~for.the Saise. autherity that you have,

The other bill you have hearq_aboutf~there*baVe“been hearings-heldion
it—is the so=~called Federgl Property ict, which.proposed‘that‘our organiz
tion be made a part of the Federal TViorks hAgency. e believe in the substa;
of that bill, 4s %o organization that is a decision for the Fresident, as
to where the organization should be ‘in ths federal structure, ‘
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'The~a§£u§l;iépbft of the Hoover Commission is not yet available.
'The,suggestidnfhas:beénfmade~iﬁwunoffiCialuhewapaper reports that

theravshquld.be,an;organizéiionfwithinﬁthe Cffice of the President % =
%o handle the so-called housekeeping activities of the Federal =
GoVernment,“bringingftcgebher,budget; personnel, supply, and 8o
forth.. , T R S o o
In so far as the substande of this Federal Property hcot is
concernad, we are for it we think it is all right, I won't g0

intc each of those prOVisions;!I?am,certainkyou[are-familiar with them,
You may have scme questicns to ask about them. I will be glad to give
you my ideass CEL A e S

1 think that the job of z central supply agency within ‘the Federal
Government must be.considered in the light of the needs of the Federal
 Government, which are tremendous, The Federal. Government has agencies
over the country and there“areqlogaﬁiona‘to‘be“served in tlie possessions
of.the:United-StatQSA:‘Fcn.ﬁx%mplé;:we,éerve?theiAlaskan Railroad and
the needs of the Eskimos and Indians. It runs into & pretty varied lot
of suppliese . o . .o S

1 think;the;principal~cgntributiou amcentralfsupply'agency“of the
Fedefal Covernment could make ‘would be to emphasize the standardization' - -
of procurement policies; tc emphasize the standardization work that has’
to do with specifications and cataloguing; and -to undertske, operationally,
to do only that purchasing which is clearly in the interest of the -
Government to do within a central supply organization. - ‘

, T do not think that a central supply organization should feel, because
it has the authcrity to undertake procurement, it should then try to:see
how much work it can bring intc our organization or how much buying it
can do itself, There are certain kinds of things, operaticnally, that »
can,beﬂbéstvhandled;by~a[central‘o£fice. Take, for‘example,,term_contractg
fbr,qumén,SUppliGS~tbf0btain¥quantiLY'prioiﬁg advantages. ~You can't y

| scabter those all over the country. The job should be dene centrally

_ or by zones. That is one of the divisions of & centralized-buying job—
to contract fgr,thOSe;kinds,of requifements,thatyneed tc be brought
together in order to get quantity price advantoge. The term contracting
should be centralized either in Washingtcn cr in onie. ¢f the zones, or

in the Supply Center, wherever it best fits, depending on tne commodity,
quantity, points cof use, and supplier considerations,. : R

- Where there is a substantial dcllar vclume invelved, where the dollar
volume: would put'youfinﬁthe«p¢sition cf going to the first line of supply
o {the manufacturer) and the need can be most cccncmically met through .
z',,direcﬁvdelivery or steres distribution, ccnsclidation of requirements to
’méet‘the‘beSt,buying‘adVantaéés-is;in order:. N ‘

&
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Wwe buy automotive equipment for Government-wide needs except for the
Military because you have the problem of merging that in with. the .

\ military,eQuipment to get production benefits,  Jie centralize automotive—

- equipmentvbuying'right here in Washington. 4s %6 certain other commodities,
we try to break them down where-we can;j. to bring them as near to:the point
of use as possible, consistent with gquentity advantage.. - ... - .. o

We{think the central traffic work ought to be extended.

There are the Wheeler and O!¥ata Bills. “¥ou are all familiar with
them, ‘In substance, they propose to set up a separate transportation
organization to handle all transportation for the -entire Federal
Government, Ve think that the central traffic work could be brought
together in one group, = That would include the hearings before the
Interstate Commerce Commigsion that I mentioned to :get the advantage -

- of favorable rates. Ve think,that<iS»mighty~important, S o

e feel that, in so far as meeting Some of-these points raised in.
the Hoover Commission Report. that have ‘been generally ‘indicated thus
far, where they were stressing tae. small-order transactions,- the cost
of documentation exceedirg the cost of the goods, =nd so on, our idea
as to the sequence of what is important varies somewhat from that point.,
I will.be glad to go into-that further if you are interestsd. o

»fif;théré-afeﬁahy questions, I will be 5iad to answer them.
Thahk yéu;

QUESTION:. Lir, Mack, at the seminar yesterday, idmiral Ring said.
~that after discussion with your organization it was decided that the
wartime procurement .of tires should- go back to irmy Ordnence, = Could
you give us some. of the reasoning behind that? ’ 3 i

MR, MACK: Well,.as I recall it-«and I have only a general: recol—
lection of that~-it was indicated that there would be very substantial
quantities of -special tires,ithét,is,naircraft tires, and so on, rather -
than the‘standard,.normal requirements that would exist in peacetime,
That is.my recollection of it. T : :
- Did he indicate anything further about that? -liaybe I could recall
Something more to the point. -~ .. e I

 QUESTIONER: - One of the things he said was that, in any event, an
- expansion of personnel would be made. Llso, there was a greater tendency
for people to want; to get: into uniform or inte work with the militery

organizations rather than to go into an expanded civildian .agency. o

B - L e
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- 1 8§ ': taen 1 can see if I
‘ oan get to: the" p01nt he hdd in mlna..‘,;, ' :

Durlng tae wWar, our purchases of tlres from the tlre companles ran

e probably a hundred million: doldsrs:a year, ;. To, e very large extent thOSe

requlrements were for the countrles under Lend—Lease. e, were buylng
for f&fty~81x countrles. R .

There’w s an exceptlon Cy1ven, ‘as I recall it, to the m;lltary for
dlrcraf+ -and 5p901el tires, I think ‘that it was, on the ba51s that it
would: f90111tate pmccurement for their special needs.’ ie. are, naturully,
for anything t that will facilitobe. procurement. Inc1denta11y the price
~we pay for standerd tires is “the Detroit manufacturers' price, -We have
" one added advantage: You see, the uetrolt manufacturer gets his price.
“based on cer=lot queﬂtltles. Yie were getting that price for shlpment
of‘Mesgs car 1ot“¢~one tire; two tLres, or three tlres as Well as 1arger
quantltles.- The further difference. is that we were gettlng those onej;
two, or three: tlres 1ndlv1dually wrapped, whereas the Detr01t munufacturerq
were gettlno them unwrapped in ca rload lots, :

s True, the M111t“ry bousnt a lot, but a hundred mllllon dollars 1n
tlres ls a 1ot, too.;» Sl I . ( coE TR ;

Perhaps 1t must huve b01led down to the questlon of‘wnet was . 1n
the interest of saving time and relating it o the equlpment purchases,
- making it more convenlent, and 80 On.. ThOSe Would be the questlons
tha would ‘be ubbermost in my mlnd. :

QUEQTION- In your answer 0. the 1ast questlon, put together Wlth
the statement you made in the previous discussion as to geographlcal
buylng, also buying on term. contracts, . along with the things we read
in:the newspapers . .about the. present Capehart - Committee- investlgatlon,
‘What is your personal v1ewp01nt on. f. o. b, buylng, ‘the basxngrp01nt
system? : . = e

MR MnCK. It is'a good questlon, We thlnk tpat the- bederal
Government .should have advantage of the buying methods that would ,
give it the utmost competltlon.. e are not opposed to the ba51ng~p01nt
prlce system and we. would not want o be 11m1ted to f. 0. b. prlces.

-The circumstonces 1ndicate a reasonable prlclnb system. On the
otHer:hand,. itidoes nob: -have Lo be a criminal case to be an unfair
prlcing method, ::It could be any situation that indicates the 1ndustry
~has: ‘gotben: together. Cases of those klnds, of course, we turn over to
tne Depértment of Justlce. : ’ e

It could huVefbeen Just a8 compllcated if the Federal Trade Commls—\‘»
sion had decided it was agalnst the f£¢ 0. Do method of prmcmng and for
the b081ng~p01nt prlce. It could be dlfflcult elther wey, as I see it,

13
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It gets_dowﬁ to whether or not the facts that had tg do with the situation
affecting the ‘condition of an industryfindibated'thatfthéré'was,an unfair

or unreasonzble method of pricing, . - o ' T '

<QUESTiON: I beliévej;éir;'yoﬁ stated that at tﬁe,pneSent'ﬁime4¥ogr
organization does 211 the buying for civilian agencies or organization, -

and that the wilitary--Navy, army, and sir Force—does its: o buying,

- Ve discussed the mattef_toAsoma extent-—probably not thoreughly——
yesterday. in a seminsr, ‘It.was.my_underStanding that your organization
does do a certain;limited'amOunt.pf,binng‘fér.the Mi1itary'thﬁbugh,"
the use of open~end contracts or some ether means. Could you discuss
‘that? RS S SO

. MR, MACK: I am glad you raised that point because I covered it very
gemerally, I covered o 1Qt'oflthingszerj'generally_With>the‘thought“
in mind that those things you are interested in, you would ask questions
- about., : ‘ st N ‘ v :

- First, we do not do all the buying for the civilien agencies, They
buy against our term contracts certain'cbmmon-Supply itemsutotaliyg_sgme
495,000, So 'do the Military, The term contracts, there referred to, are
tne Federal Supply Schedules, They used to be known as the General. Supply

Schedule but we have changed the,name‘to Federal Supply Schedules, -

Now those term contracts (the so-called Federal Supply Schedules) are
mandatory upon all departments and independent‘establishments in the =
District of Columbia, military and ¢ivilian, In about half the commedity
classes they are mandatory in the field services as well, So tlie military
and civilians, both, use our term contracts, T

~ Next, the Military Servigés use our stores system, to some extents—not
very largely, ‘Wiheré it is convenisnt or where. they run out of something
and we Have it, they”look to us, ‘I think from ouf supply center here in
Washington probably a third of our issues are for the military services
here in the District, But it isn't a large amount of .business in dollar
'”f"Third;»qn_coﬁsolidaﬁed,ﬁufchaseé; wé{do'very‘1itt1ejfor"thg;m11itary

Servicesy mostly  for the civilian agencies.”

»My‘feeling’abéutwﬁhaﬁ}isif?éty,frankiyefz"talkedjWith r, Hargraves
about it, when he was Chairmaf of the Munitions Bosrd; I haven't talked
with lr, Carpenter y&t, but plan t6 do so—that we should undertake a’
program with the Military, through your Procurement, Policy Committee,
that is, idmiral Ring and the others, whereby a determination should -
be made as"tolthpse;commerqial,items,thatgcould be best handled through -
”the‘Bhréaqupréderal'Supply,”qr_those‘Wﬁichvwe'should'nbt’try to handle.

- The onlvaay‘fn/which'ydu'danfgeﬂ to that decision i§ by studies of each
‘commodity, o o R
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/ But, abeln, we! don't have anyiideu thet we could help tne Mllltary

' Serv1oes ‘on tie actual ‘buying | by in. 80 far as strictly military items. ,
are concerned, or those which are: very closely. related to stlctly military

items.  But we do feel that there is a field where ghe central supply

oréanlzatlon must do-the. 3ob, where the item- is in common use such as

_ our stores and oonsolldeted purchase programss It doesn't meke sense

for us- to buy oertaln commerclal 1tems and for the m111tary to buy the
seme thlngs.a, . ;

Dn automotlve equlpment, for example, we talked to- the Munltlons
Boerd. Its nepresentatlves seem 10 think that}tdat was so closely
related to the procurement of your automotive equipment, of & mllitary
cneracter, that tney Woubd prefor to be excluded from that « order, o

I would tnlnk tﬁet 1s an’ item’tnat would have to be. reviewed agaln.
But tnat isy as I 83y, & ‘”d'"li efonse. Tney made a point. am we went
along on it. But certair : dard items where it is
clear as to procurement by a oentral supply agency, for exemple, paper,
(This is one ‘of the reason
Jthehwould be one of the best weye t0- crystallmze some of tnese things.)
v Today, by reason of an old’ statute, the Government Prlnting Office; buys
. paper. for‘tne Bederal asenoles in the Distrlct, G.P,0, employees are .
”prlnters.; But they nave that buylng authority by ‘stetute and they are
going to’ keep it until there is-a change by leglslatlon. That is the
;_only way 1t Wlll be morked oub. ﬂe are. eskmng for that 1eglsletion.

Bnsl ‘So what is the result? The Publlc Prlnter——l have talked with him

,aoout thls*~not only prints, Wthh is his primery. job, ‘but he also buys

paper ‘for the egencies with fthe District of Columbia, e buy for the
‘ggencies outside the Dlstrlct. -850 ‘thet industry is Just a little bit

o confused with: ell tnese procedures. The enswer to it 1s the proposed
;kleglslatlon.,’ : , ,

_ QUESTION., You spoke of a small group in the Stores and Storee L

Dlstrebutlon Sectlon studying the reasonableness of prloes.‘ 4186, you

.referred to the Frice . snalysis Seotion. hould you please explain the ~

- yole the Frice nna1y51s Section pleys as a tool of proourement by the
Bureeu of Federal ouple. v 75;-

‘ MR.VAACK' 15T sald, that group is a very small one. The”approeoh
ﬁthey are meklng is thisi of course, they stert out, bas;cally, with
_our Stock Liste They rev1ew*tae requirenents for replenlshment. They

determine from the hlstory of eaoh commodity from data as %o past needs
and. indloated fubure needs) ‘and so fortn, what they. think would be &
'proper requlrement “ The. prlce reSults when they geb together with our
"Purchase Branch, . the people whe ‘are going 40 do the actual purcha81ng.
QlSo you heve the Stores bectlon on’ one 31de and the Purchese Branch on:-

et 15 : ~’ ‘

we want this legislation’ ‘oleared up, I think SO
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- the other working together as. a team, Their offices zre right across:
. from each other. They -reach a determination as to what is considered
to be a fair prige.for that stores itein and the purchase group concernsd
will endeavor.to:-keep that price in mind when they make the. purchase,
~It.is not a price—analysis routine such as wélhad'during_thexwarv
where the varieus segments of costs were broken down, - It is a means
‘to emphasize price-consciousness; Wwe feel that is important in . govern—
- ment. Too often there is an attitude, Wigll, we issue Invitations to
Bid and the award is made to %he lowest responsible bidder," ' That-is:'
why we-emphasize price-consciousness, This is' just one means of ‘doing"
that,- o Lo IR o : o I

'

QUESTION: In connection with this buying of common items, whers
automotive equipment wes taken -as an,example,>what answer would yoéu give
to the argument that the ilitdry Shouldy in order to maintain contact
‘Withﬂthe~suppliers,,keep'abfeast of ‘all changes that take place because
/Whatever\procurement4Qpéagizati0ngwe«have,in‘peace will be expanded in
wartime? ' Such things as stock numbers, and so forth, are constantly ..~
changing and unless you have something which is devaeloping know4h0w~in
pedcetime, you are not going to be abls po,éxpand‘during'wartime,

- MR,. MACK: The nearly best argument you have is that you maintain
contact with»suppliers-for’thoseﬂthings where you have to depend on the
same -supplier for military itexs, o . . , B

That argument applies in connsction Withkautbmotive’equipment }
‘because you must go to that-same_supplier‘forFa;sprictly militery item
whereas we- are going to them for a standsrd commefcial,itém,“ So, in
effect, the result would be that both of us would be doing business
with the:same supplier, eventually. That is the best argument in that
case, R o

My point is tnat there are many Standaragitémsf%pdper'prdducté;u’f
- for example, As an illustration, I think there. ought to be in ong
place in the Federal Government the best talent we ‘caii’ get-together
on paper-buying, instead of spreading it all ¢ver the land, with-G,P.0,
the militaryg.qut'foice, and ourselvesg That is about the way it is
today.: That's my point.. You. have to'apprbach‘fhéjbuYingiprbblem by
commodities. :Then we would bgfgoing;ﬁd'a;Supplier’ﬁﬁatg.ﬁormallyy'the ‘
ilitzry would not be going to bécause there Wwould nét be military
needs that would require.it, ~— = R S

. The wilitery, no doubt, is bést qualifiéd to do’its own jcb of
specialized military procurensiit. " I was ovér-in London a little while
880, Tinile there, I talked to”Linister of Supply Strauss. 'He emphasized
‘that very same point, But over there, as I think you may know, if you
havethad‘any'discussions about it, there has been some segregation’as to
other types of buying; items which are not of a military character, o

16




. Tne Mlnlstry 5f Supply, in effect, was tae procurement org%nlzatlon
_ of the uar Uepartment of the Brltmsh Governnent..- : :

QUESTION., One of tne tnlngs we are’ very much 1nterested 1n here is

,proteotlon of our sources of suple during mobilization for war, While
a G CLiion:. commercial item which you buy for us may not be terribly important;

it may turn out- actually to be a very 1mportant war material for us. What f;
are you doxng about protectlng our: sources of supply of- commonruse 1tems7 "
. MR MACK. 1 tdlnk the answer to ‘that would, very frankly, be tnls.-

I do not think that the Federal: Government, generally, is in a position
today to do too much o protect your sources of~ supply for the future,
For example, in the . JAilitary, I don't think you are in a p081t10n today
to sayy “I'm ‘going to" select you ‘as a supplier of this spec1f1c 1tem¢ :
You Wlll get all mhat buSlness 1n the event of war.ﬂ ; .

There is a. general 61tu'“‘on, however, whereby Worklng relatlonshlp
'wmth g suppller or with an ind dtry over-a period of tlme does estublish '
3 sxouatlon that would be benew_,lal in tlme of WAL 4

Was that what you were thlnklng of? Or were you thlnklng of g01ng
partlcular suppller to do a partlcular job’ PR B

QUESTION R., I was thlnklnglof an 1ndustr1al moblllzatlon plan on
L your part o, proteot the common~use items we: must have in the. event of
v ‘.War.. o s : R Do ‘o S

MR. M&CK. I seee Well, no, We are: not part101pet1ng 1n an industrlal
mobilization plan, I +think that if standerd common items of. supply,
conmarclal itens requlred by -the Wilitary, are purchdsed.by ourselves
that most certainly we should partlolpate Nery. actlvelyx in any. plan that
is developed along those lines because it does have a bearing om.the.
 over—all supply job. Some of - these standard 1tems are Just as 1mportanb

as the mllltary 1tems. ; SR : , : .

=

QUE“TION. Mr, '_fk, to Jet back on.tnls automotlve questlon, have
you ever : con31deredoa:301nt procurement offlce with: the: Mllltary9r In
other words,. “take your ‘aytomotive proourement section .and- locate. it 1n ,
Detroit with the Ordndnce precurement people who. are: procur&ng automotlve
equxpment? : PR o : o

S

Mm MACK.. Yes we dld—wat least I*m sure. that thet Was con51dered
by . the‘Munltlons Boerd. f N e e e e e e

I thlnk tnat goes to an be51c oon81deratlon.” 111e the Mllltdry is
- d01ng a good bit of procurement which extends to. comnon items,y I donﬁt
think it could afford to. put 1tself in the position of doing a service
' 300 for the clv111an asen01es, You have too big a.job- of your own,
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' QUESTIONER: I meant locating. your personnel in the sans office, &
In other words, just traasport your ‘people from Washington to Detroit
~and set them}upvin the same office, = : w1 , : |

" MR, MACK; - There was some discussion about that, I think, either .
in one of the letters we received from them or in a meeting-with the
dunitions Board. I don't recall that they went quite that far, however,
But ‘that would be sométhing to consider because then we certainly would
. be brought together., o ’ ‘ ‘

. QUESTION: Up to what dollar value do you consider a "small purchase"?
What devices do you use, or would you recommend, ‘to hold down the admini—
strative cost of such purchases? - ' : _ L
‘MR, MACK: Vell, approaching the question from the viewpoint of the
administrative cost, we consider anything:that costs less than $15 the
kind of purchase ‘that results in administrative costs that equal the
cost.of the goods. The estimated administrative cost for handling a
transaction is about $155 that is, from the time the requisition’ is
received, handled, processed, and goes all the way through to a G..i.0.
‘post-audits o o g T - Lo

I think there are several approaches to that: 'Number one is scheduling
li¢ emphasize that: %We have a small group to make surveys of the procure—
ment practices of agencies. In one instance tne other day, we found that
one agency in wew York, right within the same office, had issued three
requisitions on the same day for a small item, something like 75 cents or
& dollar each. The administrative cost of -processing each. one of those
transactions would run just about ‘§15, L : :

Ve think that the stores-distribution method helps very mich, e
think that agent-cashiers would help too, But basic and foremost. is -
sciheduling, = = R K O P Co T

. A very important part of this job, which nobody talks about, is the
fiscal 'side, -ictually; there i8'no reason for:all this treiendous ,
interchange. of ‘documents; except - for the fact that in the beginning
someone set up'thé system of appropriation expenditures year by year.

- Supply appropriations are included in the‘respectivexappropriatipns,t
with the result that we have thousands of separate appropriations for
the same item‘pf:supply,}

Now my feeling is that when it can be reasonably determined what

. the value of common supplies may be, then there should be a single
appropriation, Issues should'be made against the available.stocks at

no charge to the agency, There would be:one appropriation, one account—
‘ability; hs''a matter of fact, that is exactly whet is being done in~ |

/
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hglan is known as His lajesty's Statiotery
Ofrice. Trhat office buys paper supplies, and all that sort of thing.

_on¢ group in England. - That group.
It?ﬁas:a"Single[apprOpriationffoiftheAtotdl’heeds'of"every agency that’
requires such things‘asfprinting;~binding; paper; stationery, &nd so
forth;ﬂ“when'thelusing;agenqy}iSSueina regquisition to the stationery =
office it checks the record of past use fo sec that it is reasonably

"gonSistehtjaﬁd:thén isSue$*ﬁhé‘mgtgriai;f There is no interchange of
"documentation thereby minimizing fiscal prccédurés.V*But;fhere}ﬁma“

- have aiéystemiwhich”¢a113~fOr“ﬁhousaﬁdS~Of'appropriationS fo”the same
kinds ‘of supplies.‘ That is, incidentally, one'éf;thé thing$‘l‘empbasized
to the Hoover Commlttee investigatorsm'fI,the~they bring it out in =

" their report, It just dossn't meke semse. Lo

,kmm@mhrmmtam&@gmﬁa@hﬁmdmtmggmﬁwﬁ
supply operations to relieve,small~purchases,lyou must also;approach

;the=pn@blemiffom.théffiscaILSidé,:

" Last, and again very im rtant,\ngfcan;bringrall;the,supply;paople

. in the Sedtidnfﬁbgéthér}fand sou cen sit down and have all sorts of
‘agreements and understandings g bl _ ; SRt

_ pfbpedUre51toffacilitéte1sﬁpplg p:OdeSSesb?‘EverbOdy"willftheano‘hqme"'r

... and.you will'cdntinueEalong’abOutkthe,Same'way=if‘you don't ‘have the ‘
' support of the top administrative people of ‘the agencies. 'The top

~sff0ndesira‘lé”budgetary'aﬁd“fiscélj

“\,iaamimiSTratifefpeopleiarE“thefbhes7wh0'can”make scheduling work, “They

~are the ones who can help you on some of these?fiscal~and'budgetary; ‘
" ‘procedures, o S0 e ST o

!

" GUESTION: lir. ‘lfack, you bouched ligntly on my question. My quostion
“'has to do with procurement by Ordnance, for instance, for the Bureau of

IFéderal_Supply~—gas_mgsks;gpearsgas grenades, small arms, and SO on.-
,It:might‘be very advahtagéqﬁgﬁfqr;Ordqance'tbfdofthat‘in peaceﬁimg;

iould you touch on that a bit, sir?.

. MR, Ms&CK: I would think it right be done. T think we would be
| QUESTicm:‘"Isait}QOne}ﬁbw?;»;~'

_ MR. MACK:,“Well,“ydufare dpin%ﬁitJnow,'aren*t,3¢u?, f W

R —— o
MR, MACK: T think that'3s the way" it should be handled.’
QUESTION: TViould you favor an extension of tnat for certain

“other items in peacetime?

I?
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MR. MACK: T think the Federal Supply Bureau sheuld make the purchase
where the iten under consideration is in commen use. throughout the Federal
Government—and therefare~literally thousands of ‘them, Some run-into . -
dollar volume and some are very small--the quantity should ‘help to determine
~ where the line of demarcation should be, “There may be, outside. of your own
organization, one or two civilian agencies-buyinggsuch‘items as- gas masks.
But it is not an item in Government~wide common. supply. Therefore, I think
that should stay Wwhere it is—with Ordnance, R SRR

v

I think the line of demarcation ¢6mes about where I said, "Is it a
“common~use item, or not?w B o '

QUESTION: . Could you give ‘us your ideas on how priceS'ban;be‘cohtrblled?
What would be the best measures for price control in a war emergency?

MR.“MACK#“bwodld you give me time to call dp'LéddiHendérébn?] That- is
a sizable order. ’ : ' ST . al S

» %décallgd hcdﬁ£#o1é,ﬁjﬁhether”bﬁér m@terials, ‘
prices, transportation, public utilities, or what have you, my feeling is

thiss:  That right ‘now,-in peacetime, there should be a' program ‘developed

whereby we would prepare for an- emergency by having it pretty well determin
that regular agencies of the Government would handle those kinds of things;
for example, tne Lepartment of Commerceionfmaterials’allocations and "so on.

- 'BaSically,'on these s

} ) I think that the matter of price controls has to be undertaken so far
as ‘the actual price determinations are concerned, at the time the emergency
occurs., But the basic principles and policies could be déveloped,during
-peacetime, - - T - R S .

‘Nobody wants ¢ontrols, -except as 'a last alternéfiVe.T;I'guess'evérybody
15 against controls. T would think they would be, anyway, I

But I don't think you can do riore ‘in peacetime than designate who is
going to do the Job and provide the opportunity_to.prepare for it. I ‘
think it would be: very ‘unwise in the event of another war to expect to
Set up emergency agencies to be responsible for materials and price con~
trols when the regular agencies of the Governuent could prepare during

peacetime to be ready on short notice when needed,

I think in theée“kiﬁdsUOf'problems‘the wilitary ‘should ‘look to the
Department of Commerce on material controls, for example; and Department.
of the Interior on certain things, such :as fuel and oil, * In that way
they will all be pretty well established and ready to g0 if anything
‘breaks. T A ST , : N




~ffbformal purcha31ng procedures. to. the: negotlated routine in Torld Wars.
pand ITy Itotook Just. about
- You can't take .a. procurement group. tnat is used to. this formal~b1d

“ a8 Traffic, hangécment &ectlon ‘somewhere close bo; procurement, tnat
ijou'wculd 11ke to de scma traffic manabement.; = e

e9s

It is: @'pretty slcw process._.You remcmbwr sulftlng ovor from the

vyesr ‘before it was ‘really cllcklng,‘

ocadure and 82y 4o~ them, "All right now; tomorrow you're going to

“§it down and npgotlate._~ You have: o develop & psycnology., You

have to developa method¢ You. have bo davelop a technigue, You ’
must - rumenber that you are spendlng tne taxpayers' funds,. no matter

1 whetaer it-is.an ewergcncy or- peacetlme. CAB.an; ddmlnlstrator, yeu

pave to think in terms of accountablllty. Wneﬂ you negot;ate,,you

~ “have to set up adﬂlnzstratlve swfeguards to protect publlc funds.f
~That ull takos t;me ‘and calls for tralned personnel. o i )

f I an plbased that this Arﬁ@d forcas Procurcmunt nct was lggislated.
T think it is & marvelous thing. True,y 4t is not easy. Thsre are many
prob¢ens, T know. But you will have galned tremendous experiunce durlng

peacetlma mltn the exlstlng personnel,

However, tne open undd‘l ‘n;nk, 15 on the controls.v Tha use of "

v:organizatlons ‘that are regular organlzatlcns of GOVernment, I belleve,
"?".13 tne unswer to thc problem.«f : v : .

-

QUESTION.V,Back to your quﬁstlon Of prlclng f,‘o..b. destlnation '
or f. 0. be factory,, smr. I agsume, from what you ‘said -aboub Wantlng

R

Wy questlon 1s, @o youffavor prlclng your contracts £, 0. o.f'ivhy
destlnatlon or f, Os: b, factory? . :

mR. k CK. We are in fuvor of both, and 1’11 tell you~Why, There

are cerbain typss of purchases that can.be mada $o the best. advantage
- of the Federal Government by & d611Vbr6d”prlub contract. "For.. exauple,

many ©of these 1tpms we buy against term contracts, The prlces, in

- many cases, ar dgllvcred prices. On the other hand, theng.are clearly
"1nstances whe ru it would be 4

~“tne 1nterest of the GOV¢rnment to nave
;f. o. b, pr1clng.@_,. a,;;,,x‘ﬁ; S S T ,

Tho 0ement ca se, of courSe, Started all Of thls controvorsy Orlginally, ;fV}

When Admiral Eeoples was the Dlractor of Procurewent, he testified for

¢ thete: Sve think that pricing ‘practice was Wrong, But we don't think

“that: should be applied: generally to delivered pricing throughout the

N

L counbry. . hen you buy & pack of gum at the news&tand, it, is five cents
“in Seattls apd in Boston 1t 1s five cenbs. It is the dellvered prlce.

, - L think the; 1mportant thlng is-to come. up Wlth a. clarlflcatlon.
“qat is the rcally 1mportant thlng., 1 thlnk they will do 1t,

21




QUESTION: In connection With this small-order business, we' have
had a lecture in which it was indicated that a majority of the independent
federal agencies had virtuzlly no stock control, In other words, there
was very little controlling of anticipated needs. : o

I would like to ask a question as to whether or nct, since you shifted
to your,eleVen buying.ageﬁcies;lyeur storehouses, the result has been -
instead of setting up stock-control systetis, which is what is needed, -

- and ordering maybe once every six months;, or once a year, a larger quantity
if now they. are only sending in a small requisition once a week and you
people are wrapping it up in small packages and .sendirig it out more often,

.. MR, MACK: The answer to the first part of your question is that they
do not, have government-wide stheduling of requirements in the civilian
‘agencies. - More important, is. the fact that we do not have ‘property manage-
ment government-wide, - - ' ' ' «

I do not know wﬁat}the,final report of the Hoo&er Commission investi=
- gators will be, But we know when they are talking of federal procurement
generally, they are nct ‘speaking of the Bureau~0f-Federal‘quply alecne,

But my feeling isvthgtJthis would be the sequence of the troubles
in the Federal Government so far as’ supply is concerned: R

This small-purchase transaction, true, is a nuisance; but I don't
‘think that is a big thing:' That will be overcome when standards and -~
scheduling are established, - S ‘

We do not have standardization government-wide, We have today a
listing of perhaps 12 million items in the Federal Government, but
actually ‘they represent only about three million items, We have today
‘seventeen major cataloguing systems, most cf thém within the Military.

e should have ‘one system,

“"Thosé are the kind of‘things‘We have to'shodt'at. When 'you do -
that and when you come up with real standardization and there is one
identificaticn for the same commodity govermment-wide, then you are in
a position tc establish property management, utilization of property

- - government-widé and minimized purchasing,  *

"ii'thiﬁk;tﬁose are the major points, So far as stores are cencerned,
we meke a check and if we find ‘that an agency is sending in requisitions
too often for small crders, we call it to their attention; and, really,

that is the best way, from a practical angle, to find cut,
' "The'bQStﬂway to gei'a"job done is,thrcﬁgh]adhinis@rative controls.
The best administrative control, for practical purpcses, is tc check
~ the requisitions that come through to the stores, If there ars teo

b 22
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m“ny small orders rece1v»d ad, | L 1s call for'aISpecial
check with the requlsltlonlng abency apd pclnt‘, cut the diff 1cu1ty.

CEN&RAL“”OIMAN.‘ Mr.'zack, 14 0 : "fﬁquestlons and the
charactyr of thﬂ questlons conVeonur 1nta,est in. tnls subgect. ‘
. i * Nt

Before you leave the platforﬂ, 1 would likw te thank you not only
" for this splendid’ talk but also for the help and a531stancc we recelv
frcm tne ‘Bureau of Federal Suple all yedr arhund.k
A

i

MR. MnCK' Thank yhu, Guneral,,

| GENBRAL HOLWN: Thark you very much,

Bl
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