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P R O C ~ T  ~ .T.~ BUPEA U OF FED~,.~L SUPPLY 

3 December 1948 

procur@ment 
GENERAL HOI~&~N: No study bf the broader 

aspects of 

atof thetl~e Industrial Col~egeandWOUld be cOmpleteof without an und~Sr~ind~ng 
.resPonsibilities. ~ -- pro~ed~es__ the Bureau 'of Fe PP. Y ' 

~e are-.very fortunate in ~aving with us this morning" ~.r~ Clifton 
E. }~.~ack, who has been the ~ Director of that Bnreau since July 1940. 
~.r. ~Aack has addressed ~he College in previous years and his Bureau 

• the College for 
has always respond, problems. I feel 
information and gu; morning Will' be 
certain that every ,rocurement operations 
of great value in 

. " It iS a great pleasure, t~ intro~ to you and to welcome to this 

platform a~ain, ~r. ~ack, " " " " " 
. . . . .  ~-~,ter which 

~. ~' have 
" was sent ~on; secondly, 
discuss~ ~ssion of the 

That is a pretty big order,, For that reason, I rather:think there 
will be a good many questions. I will be glad to ~ave them. ~hile I 
have a prepared statement,~ it m:i&ht be well if I skipped some of it so 

that we.~ill have more time for discussion. : 

A n ber of thin s have pa t two or three years. 
based very largely on our experiences during the war, that indlcated 
the need for bringing" up to date. the Federal . . . . . . . .  pr,curement system,. During 

war the Procurement Policy Committee, composed Of the,Army, the Navy, 
the P.A,, and ourselves, gave considerable 
the ~.P.B,, i~a . ~arry through to. the. postwar period 
thoueht as to .... 
those practice Lr period were found to be desirable. 

• ' "io ~ l~id. the .basis fozwhat iS now yonr ArmedBervic 
. h o s e  d l s ' C ~ S S ~ ,  p .  . . . . . . . . . . . . .  .- "~ " " ~1 

. T • . . . . . .  o le :~slatlon. ~e .had 
• Procurement AOt.. T~a.t is, an.-excel!ent,,piece, f~,.-g ' .. 
participated inthe original planning but withdrew at .the itim~ "of' the 
~hearings because we felt it was -imore important that the Armed Services 

' t ~'e intend to submit separ.ate legislation 
should have that autnori y first, ' " 
calling for substantially the same authority~ There are some differences, 

which I will come to when I discuss that matter, 

! 

• 



First of all, in order that you will have ~a basis for the discussion, 
I think it is pretty important that you know quite clearly what was 
intended that should be done in terms of centralized procurement at 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 
done. .. 

So you can so@ that that is a sizabl'e order, isn't it? But, first of 
all, ~ think I will have to. refer specifically to some of the language in 
the basic legislation~t~S discussion will be based very.largely on a 
thorough knowledge of the basic authorization. 

At that time, under the so-caile~: 1932 Reorganization Act, it was pr.op( 
as a part of the reorganization of federal agencies, that~ something should 
be done to brin~ to,ether the:then separate.and independent groups ~vhich hE 

• responsibilities concerned with supply. 

As a result, tl~e President issned Executive Order 6166. However--and 
I want to make t~is very cleaz~-~lie Exec~tive /rder" v~:as Issue~." ~ as a ~esult 
of the authority contained in the basic reorganization statute, that is, 
i7 St at. 1517. a~ain ~and agair~'e hear reference to .the basic authority 
of the Procurement Division (today the Buzeau'of Federal Supply) as Execu~ 
Order 6166. True9 it is an Exebutive order that spells out what is to be 
done. That Executive ordSr, hov~ever, has the force and effect of a statut 
That is a rather important, point, 

The purpose of this Executive order was to merge several functions 
having to~do ~-~ith supply. It s~arted oout in. this fashion: 

"The function of determination of~ policies and methods of 
procurement, warehausing, and distribution of property, fa6ilities 
structures, improvements, machinery, equipment, stores, and suppli 
exercised by any a~ency"-- 

that is, any. a'gency o£ ti~e Federal Government-- 

"is transferred to ~a iP~ocurement Division in the Treasury 
Department." ' ~ 

And it provided further that the Office of the Supervising Architect 
of the Treasury Department would be transferred to the Procurement 
Division,.with certain exceptions as to the responsibilities then under 
his supervision. . . . .  

Then it went on to say: . . . . . .  '- 



" .... ~ procurement, warehousing, or . • ,In respect of any kins o~ ._ 
)our@ment.Division may, 
~ (a) undertake the pe 

formanceof Such~p r~ or distribution 
~rm such procure- 

itself, or (b)perm: .... 
" .°ime;nt,warehousing~ ordistribution, or (c) entrust such 

performance tosome~other a~ency," 

In other, words, do, the job, delegate the job completely -~d° part, delegate 
part--according as it may be deemed desirable in the interest of economy 

and efficiency~ 

It ~oes on.furt~er to sayl 

- :"~hen th~.procureme'nt Division has prescribedthe manner.of 
procurement,.wc.rehousing, or distribution ofanything, no agency 
shall thereafter warehouse, or distribute such thing in 
any manner other : prescribed." 

And, ~ effect, it said that once th~ determination had been made 
by this~centr al supply ~°r ~how the procurement shouldbe 

accomplished,; that would led of doing it. 

' ~ " ' ' . . . . . . .  ' " . o f  w o r k  n o w  p e r -  

T~ s~f~corps,"subjec~ 
f0rmedbyl Divls~on." 
• to the resl : ,.~ .. 

: Procurement r e s p o n s i b i l i t i e s  i n  the s p e c i f i c a g e n c i e s  r e f e r r e d  to 
as the ,independent a~encieS" %hen existing., ~Wnic~ were! mer.g~d ~nder ~s 1 
Order were'the functions of the General Supply Committee.. ~ou may ~ -. 
' ' ' • • ' '' " ' : ' of fact', that was the 

thatin 1910 it was Set upby statutB, ~s a matter " .. ' 
first centralized procurement:in the Federal Government, except for that 
short period when our Ooverrmlentwas first established and it concerned 
onlyterm contracts. In 1910~ there was brought together within :a com- 
mittee to.be knowm-as the General Supply Committeeth@ responsibility 
for making term contracts forthe various-asencleg of theGovernment~ 
EaCh agency had repr~ the committee. They ma~econtraC'tS,for 
common i%emsOf.Supp~ .cbntracts wereavailablet° allagehcies.. 

of the Government. .- ~.. , 

So the functions of that General Supply committee i undo ~~this' 
Executive order and statute, were transferred Zo the Procure!nent Division, 
The functionso£ the Federal Real Estate Boar'd, FederalSpecificati°ns 
Board~ ~'ederal TrafficBoard, the Interdepartmental. . . . . .  ~oard uf Contracts 
and Adjustments, and the functions then bein~ performed by'the area 
coordinators in the Federal Coordinating Servic~ which existed at that 
time Under the supervision of theBureau of the :Budget' were abolished. 

:.. • ,L 

~ :~ ~ I ~,~ ' ~ r 
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There was another group that had been coordinated by the Federal 
• % • , . Coordinator,.the so-celled Federal Bus~ness Associations. ~ But for 

some reason they had never be~n formallylisted in the order that had 
been issued. They were .not,referred to in the order. The Bureau of 
Federal Supply has continued the o " ~ 
~ssociations. Frankly, ~ ' oordln,~tion of the Federal Business 

e nave tried to transfer that work to the 
Bureau of the Budget because.we think it nas to do with management 
functions, generally, as well as supply, specifically~.but it still 
is pending. 

It was very c ~esr~y ~ " spelled out in this legislation that it was 
intended to have a central supply 6rganization for the entire Govern- 
ment; to have all the supply responsibility for both military and 
civilian a~encies of the Federal Government brought into this one 
group. 

Admiral Peoples, who was then .'thePaymaster of the Navy, as I 
recall, was designated by the Pr@sident to Undertake this job, He 
was a very capable, and a very efficient Supply man. 

He had no sooner undertaken the job thanhe 'found t~at 'he had a 
special job to do, which was much larger than the regular'~eb~ and 
that ~as this Emergency Relief Program. At that time, as yo~ remember,. 
we had quite a serious depression. There was this very large Emergency 
Relief Program (Federal ~orks), which called for setting up procurement 
offices in evezy State throughout the country~ and getting underway 
rapidly. So he fouod himseif more concerned, because of the urgency 
of that situation, with that specific progra m than with this basic job 
of :g0ing forward with the regular procurement progr~; and understandably 
so. • ' 

~e have had those progr~ns c6ntinuo~sl~ I don't taink there has 
been any period since we have been going when W4hiven.t had in the 

.-,Bureau of Federal Supply one or morevery s~bsthntialspecial programs, 
which are given to us because we are a cQntral supply agency~ Lend-Lease 
program, UNRRA program~ Defense Housing program, Red Cross program, 
Strategic andS-Critical Materials program of the~unltions Board,.and on 
:and on you go. It has'been pretty well accepted as a:type Of work we 
must expect because of our organizational setup, . ". ' " 

. . , . . 

: :  ~hen I went to the Bureau of Federal ~upply in 1940, I decided that 
if we ar e ever going to get an~her~ with this:-Job'of centralizing pro- 
curement, we would have to do it while these other' urgent and speoial 
progranils were .going on, That is ~hat we tried to do. :. - 

• . . . .  

• . . . , . . 

However, there was one other rather importazt deve'lopment, having to 
do with the ~.:iliter~ "Services. On iO June 1939~AdL.iral Peaples.issued 
a Direotor,s Order (No, 73) which, ineffect, said'that he was then to 

/, 
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undertake all procurement u n d e r  this basic authority- • I h a d  better read 

that~ " 

. . . . . . . . . .  ~er undertake the 
"' for use either 

p~r£o for . a l l  existing 

, Itself, 
~ ,~, and . : .  

,espect 
~ r .  specific 

s~pplie s," " - . . .  

That order,-however, did notapplyto the Army, the ~ Navy; or:the ~iarine 
far ~s our job of centr~l- 

Corps, So" that ~,;as 
izina procuremcnt w~ .... 

' -  ~ ese building functions 
lic Buildings Branch-- 
nstruction of :federal 
and all those kinds 

ngs Branch of tn 
1 ~orks Agency on 

~'I July 19"39, " 
" " " ~nterested in. this 

,~ making a survey, 
~, fact, 9~rs , as to 

. --, sev~ral survey , - • . I was over there on ,. " t': f~nall , 
• ..~, ~ " ~ . ~ . i . ÷ . ~ t ~ . ~ ] e s ~ "  next as ~to h~avy equ~pmen , Y 

in~over-all survey of ~he:e~tire organizaDlon. . 

~t did not seem t:o us as a/result of that survey, that the centraliz- 
al b in in one place ~¢as the ri~t ans'~er to the jobber central- 

ing of .... 1 ~ g ..... . , authori :~hich I 
izing procurement; t~hat under th~s ~irector s order, ty 
o . ead whereby all procurement of all aivilian agencies would be 

h ~ V e  j u s t  r ' :o . ~ • . " " ~ a  t o  o .  a b o u t  
nto the Buz~u of ~ed~ral & u p p i y ,  w a s  just t h~ Y _ .g  

b r o u g h t  i ' :  ~- . . ,  , ~ ~- • a t  t h e n  ~ * ~ s  o e ~ n g  a o n e  
it- .~hen:~,~e analy ~d t~~ workload to flnd out-wh-~ , -,~ . ~, 
Und!er this ,change~which:, i~cidentall~':was the first real step ~ow~.,ra 

we found ~nat a lot of;pap~r-~'ork was comi~ng to us that 
doing the 3ob, ,: . . . .  • • - "  " " r urchases -,. ..... ~, ,~' • .~,~ re u~.s].t~ons !o p 
just didntt belon~-there. .~e v¢~re g~ttlng q the world 
against terl there ~'as no reason in 
for havin6 ~ ,ation. The term contracts should 

"dire or. Our j ob is 
be :.us~d - by -% ~n distributed bY means . 

o m ~ k ' ~ : . !  the , . • ~ and 

t~en they can order .direct;~: So ~:e go~ r~a' - 

. .  f i  



t i ~ <  h ~ ' ~ . q ~  f i  ' t~ :?)- ! ! f f . '~ . .  ~ ~! ! f , "  i, ':.. 

'~ext, we'.Started to chsck..to find out exactly what..the Federal 
Government buys. ~ ce~r~e up with some amazing information--:amazihg 
to me and I ti~ink it will be to you, too, 

~~e asked Congres.s for the. authority to do this job. ~ had to have 
a group tO co.llate, .aDalyze, and study, the infQrnlation.. ~~e found thet 
an analysis .of .the. purchase orders i~.sued by the, Federal Government for 
other than Strictly military items, showed varying percentageS, according 
to spot-ahecks, but substantially 90 ~ercent of th " -~ 
by t~'e Federal Government r or~s~+.~ _ . e purch~se orders issued 

. e._ ........ ~ a dollar vol~me of but approxima,tely 
iO percent .of the total amount represented by the entire number of purchas~ 
orders. ~':'.nd, conversely, the remainin~ lo percent o£. the purchase orders 
had to do with 90 percent of the dollar vol~e, which pointed up some very 
interesting obserVations, 

First, it showed that we were getting, too many s~all purchase" transacti 

• i 9at  is no one-ah=er to t , at 
" g ~ we are.'.trsring to meet it. ~",e have done certain 

thin~s., .however. :That was the .reason we undertook this national supply 
system, s.ett.ing up c.onsolida.ted :warehouses throughout the country,whereby a ~Bureau of Fed~a] .q,~ ± .... 

. - - ~%Z G~ore i'or an area or " " to the ao.~ncie s .~ . . . . .  , ~ a few .stores, can distrib~ 
~. ~n~e co,~monly used items required every day~ 

That was quite a sizable job, though, because we had toido whi:le we 
~d all of these special progra;.~s =oin.- o ....... o . it 

, j ~ ~ ,, =~u ~no war was going on~ We sure,yea, some, &06 civilian warenouses not " " a . 
h~ve. :e~ther merged or li~uiaa+.~a .... , _~ . m~lkt~.ry,, and .,a s .a.:result we 

.... .,~ou u± ~nose warenouses; the remaining 
warehouses are ~strictly operational. '~e now have in their, stead these 
eleven warehouses throughout the country from which we issue these items 
commonly used day in and day out. That program is now mandatory on all 
the civilian a~encies of the Government, The purpose is, of course, to 
minimize small ~ransactions, we hope, through emphasis on scheduling, 
~I will.., bring .in some further comments on that a little later. 

There are other approaches to that problem, as sho~m, by tha~ basic 
study~: which call for other action. For example, in the.civilian agencies 
90. , p~rcent, .. . of.. the. personnel is, in the ~ield serv" ~ • 
of these c~y~lian a~encies a . . . . . .  ~,~.-~ ~ . ~ce. i~'~any of the offices 
~wo or three n~]~ ~ ~ ~ ~ J~ v~±~ ~uov~{ are .very sma.ll; for "nstance 

So~ -v~" .... half:-dozen people, a dozen people; or'a h~dred " 
people. In ~.., there aay be a single employee: the Fbrestry Service~ 
the Indian'Servicel the. Alaskan agencies a~d se cn. 

However, asidefrom the store setup, and emphasis on scheduling, 
,whiCh has mUch more to. be done on it, we are dealing withallof these 
offices. .There iS..the approach of autn0rizing cashier-agents so that 
an empioye.e ~mi~ht be author~ed to make these:s~]all purchases out of 
cash, and paper wcrk be minimized. 



in 
important to the determination as l_  
touch on tho~e as we go on a bit further. 

C 
'C 

h 

obiem ~hat.has to do with:the 
w~re :for 90 percent.of the dollar 

~hat,are these 
.abcut a dozen. 

nd .se on. ~ e : h a v e  

those,requirements. 
• \ ° 

u ent ~nfor~at~on 
• . - ~ • ~" e just wha~ shculd be done in each ~ 

concerning each .c~mz~:e.d~ty to determ~n 

instance. " '  • ; "  " 

as to what this job 
~hich lead u~'to a pattern 
oing to have the full effect 

r~ment. 

-led organizational 
t, because el'bUdgetary 
do, and it is a s~ecific 
cf the program~ The 

-?~-.[~ ,,~,~.q+.~r~ cn theft basi~. Then, as the job is ~ completed, that 
u . a : , ~ e ~  ~ , . . ,  ~ . , , , ~  . . . . . . .  ~ - . . • . . . .  

roup is completely 1-i~uidated. It. does have certazn ad~nlstra~ve 

But fcr, 

,in t2~e Federal ;Government,, .: ~ 

where spe~cia! programs are 

~rocur~mentorganization 
to meet whatevertype 
r and special, so now 
,~fcr our purposes, that 
st. dc,t~ job~ .' ., 

one is: 
purchasing 
pessiblefor 
ed procurement 

i~ Smeond, %he. Purc~ase Functlon,--That is where allthe glamour:is, 
ant ~--I d~n't underrate 'it for 

• phases of 
do a perfectly 

basic,build.-up.sc that you ar~ 
ve missed the bc~a% completely.. 

7 
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• Third, Stores and Stores DistrSbution.--~',e have set-thatup as.. 
se~&rate;fOauctiOn be6aflse~agaih)[_that has to dowi~h the distribution 

"m~terials. . . . . . . . .  . ~- o f "  su pli s  . . . .  

~ i t h i n  e a c h  ,of t h e s e  f f i n c t i o n a l  s t r u c t u r e s  we have  v ~ i o u s  o t h e r  
p h a s e s  o f . s u p p l y ;  h o w e v e r ,  t h o s e . a r e  t h e  t h r e e  p r i n c i p a l  ones  i n  
G°vernment:'_"Standar~s, Purch~se, .andDistribUtion) 1~ie have within 
standards, f6r.~exampl@) purchase Specifications,. Federal specifications 
andmaterialS~hspectio~. ~edo'.the Basic work in initiating'the 
federal purchase , ' " " " 

'specification and Work With the 79 technicalcommittee~ 
throughout the Governmentand ~hey, in'it.u-rn, work withindustry, then 
the final review"and promulgation"is handled by the Supply~ ~ . . , ~ Bu2eau of Federal 

:I~ p~eased me beyond ~ordst6 See the military undertake the 
classification of commodities last year when we weren't able to get 
our appropriation due to legislative snags. 

uet~ng right back to Ex@cutiv~ Order 6166 again, when we went down 
to ask for money to do ~he job that~was needed in order to develop a 
federal catalog system, the Senate Committ.ee on Appropriations, on revi( 
;questioned our authorization because it was contained in an Executive 
order. ~e hope to have all,of that c!arifiedin proposed legislation. 
However, that is another functionof our Standards Branch..'Right now, 
its principal'job is to coordinate with the iilitarFfor.th e Civilian 

..~$4e Of the Federal Gov@rnment. 

~e have materials inspection in'the Standards Branch'because that, 
in effect, i~ the means of determining whether or not you get the qualii 
performancethat is spelledout in the basic.specification.. 

Thosear~threef~nctions ~-,- • ~ • ...: . v~tn~n Standards. 

Now withim our Purchase Branch apart fro~ purchase c0ntracting~ we 
have ou~ central traffic operations.. I ~hink that is a tremendously 
important job. I,~ floods to beclose to purchasing for the most. ~ffecti- 
operatibn~l r@sults. I am not speakihg of the transportation function, 
executive bills of lading_and that sort of.thing. .I am speaking of 
t~affic mana~ementlsfichas~he det ormination of traffic poiicy and th~ 
handling ofrate c~ssSbef0re the. Interstite Commerce..commission. 

• .~i' • , . . . . .  ' ' . . . . .  

Within bUrPurcha~se.Branc-hwe have also what is known as a Public 
Utilities Group. It studies the contract~ ' . . . . . .  

that nave to'do with utility 
services to .doterm'~newhat is. ne.eded, t.o. effect'~he, utmost utilization 
of.:'the, service.. . Fithin. . the'rateS, proscribed,.. /Re-presentativSs of.the 
groups Eppe~r at:ra~ Hgarings. where there are ~roposiis f.or rate incre 
prO?ided the.Gove~rn~eflt"has a~.'sufficiently substantial interest, and th 
have done a prett'y goodjob in terms of dol'lar savings, 

~. . . / : . , ~  . , ~  . . ~  ~ . . . .  • • , . .  ~ . ., 

V , 



V ~ i t h ~ n ~  ~ 
~anagement ~nalysis 

dities, to determine 

those which n. . 

- : ' • h onthe determination, of require- 
They ~o'rk witntne ~cnaseBranc 

ments,:the reasonablenes:sofprices, andso forth. 

opsrations that ha~e 

abQ~. 

to 
sta 

b etw~ 

For exampletheacquisition 
?ecial• program. 

a n d  a & ~ i n i s t r a t i v ~  

ave been talking : 

t we are doing today. Briefl~/i, 
gency, ~as to do with 
one. ~e think.~hat the-mattem~ 

~hout the Government. 

~hip 

pill ~ ~ 

c o m m c  . . . .  ~ ' s 
ment-wide supPlY • advantage , 

For this ~ reason we~ know, and ~e recognize, that,, the Nilitary has 
proa~te~rn~Urem~nt job. :TO a: very large extent, it is speciali sed' ~ 

: ' Revertheless.,: w e  l~ok for supplies, 
whetherit be civi dS, thiDk-~.of~ the Federal " 
Government as one one government.' :.Th~,..do 

the methods and 
not una~rstand why erences in 
procedures. %~e ..fee! .that tneys~ould: be standardized. 

is concerned, .it. 
.. 'i ~.~-~e feel t~at a s to the st-andard 

is pretty much Vilian ~ge~cies. 
or -comme r ciall it~ ....... - ̂ ~: ..~ ÷ ...... 
as'well 
that are 
the '"~~l~t" ary, In such cases the advantage ~o,u±a. go ~o ~n~ m~,~. 
There advanta:~e would, go to .the .civilian 

a~enc 
That ......... 
fu~iture, 
~sa~,~. ~- I th~ 

standardor, co~Jeroi~li~ms- 
Standard or commercial i~ms-- 

rth---where the snppliers are the 
shouldbe eOordi~ate~ -~- 

9 
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I think Dh~ consideration is to determine the government-wide 
interest. I kno~, ~ and a ..... -~ ........ ~,~n, whenever we have a proposed 
consolidated purchase program, each agency that is affected neces- 
sarily views it in its ovm liiht. In some cases representatives co~e 
in and say, "We have a ~pecial pr~.blem. ~e are different from the 
other fellow. ]~e think this is good for the other fellow, but we 
don't think this ought to be extended to us because we are different." 
Well, actually, Z feel that sometimes,that is overdone. The .determina- 
tion should be made on the basis of the Government-~de interest. On 
standard or conz~ercial items we ought to consider both military and 
civilian requirements together. 

In speaking of centralized supply, so far as the actual buying is 
concerned, it does not alway s follow that all of the buying of a particular 
commodity needs to be done in a particular place, Frequently, that is no~ 

in the interest of the °Government at: all. ~ertain commodities can be 
scheduled, centralized, such as hea~ equipment. 

There are other items that, under a Standardized PC]~c~-:a~d~rc~ 
cedure, misht, be bought geographically, or might be bought on a commodity 
basis. I~think'eacn:commodity, or each group of commodities/ has to be 
studied separately. 

}~e have asked'for legislation, as I have said, that Would parallel 
the authority you have in the ~r,~.ed Forces Procurement 7~ct. There are 
just a few minor changes. This proposed legislation,has been referred 
to the Bureau of' the Budget. V~e are askins for, well, I wou~d .say, 
exactly the same authority the armed Services have with the exception 
that our language is a bit different. For example, the first exception: 
"determine to he necessary in the pubZic interest during the period of 
national, e.merg~ncy",: and sO forth. Z thi.nk your language is "national 
defense',J4 ours, naturally, would have to vary... 

• . . - . ] 

Your limit your bill of appropriations~ we dontt. ~,e buy with funds 
that are not appropriated by the:Federal .Goverr~ment. We buy with fnnds 
that aze furnished by foreign: g0v.ernme,n.t.s, in some ~ase:s for international 
corp°rations, and: Soon. ]~hile our,Ge~er.rm~ent par.ticipates in dbnations 
to the in.terna~iOnal governments.,, y,~t. the fund, is n~%.-an appropriated 
fund in so far, as the internationa& ccrp.orat.ion., s, expenditure for supplies 
is co~eerned. " - 

• . , - . . :  , " -~ 

hifferen.c~s i.n: this- bill are.minor. ,T.here ar~.. just a few. , 
Subs~a.ntial!y, ...i,t is,-for the sa~iqe au,thcrity .tha.t .you have. 

T h e  o t h e r  b i l l  " " '  " . . . .  " " " " " you nave heard about--there have : • been hearings held on 
it~is the so-called Federa.l Property Act, which proposed that our organiz~ 
tion be made a part of the Federal ~~orks Agency. ~.,~e believe in the substa~ 
of that bill. As to organization that is a decision for the Fresident, as 
to where the organization should be in the ~edera! structure. 

I0 
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Th~ actmal~repOrt of tn~ Ho0~er Commission is not yet available. 
Th~ suggestion has be~n made in unofficial newspaper reports that "~ 

Ce of the President 
there should be an of the Federal 

i to handle the so-c 
Gov~r~Gent, bringing together budget, personnel, supply, and so 

forth. 
. 

In so far as the substance 0£ th~s ~ed=ral Property Act is 
concerned, we are for it; we think it is all right. I won't go 
into each of those provisions; I am c(;rtain you are familiar w~th the o 
You may have some questicns to ask about them. I will be glad to give 

you my ideas. 

think that the job of a central supply agency within the Federal 
. . . . . . . .  ~-~-ral 

Gov~ 
~ov~ 

ove 

of 
the .......... 
of supplies.~ , 

ies 

sions 

serve the Alas~n ~a~ro~G ~nd 
It r u n ~ i n ~ o  a p r e t t y  var ied l o t  

2ea~'~ ~ ............................ andardization work that has 
of procurement nd .to undertake, operationally, 
to do ~th spe 
to do only that purchasing which is clearly in the int'erest of the " 
Government to do within a central supply organization. ~ 

I~do not think t~at a centralsupply organization should feel, because 
it has the at~thcrity to undertake procurement, it should then t~ t0see 
how much work it ~ Can bring in~c our wrganizatien or how much bu%ng it 
can do itself. There are certain kinds of things, operationally, that 
can be blest handled by ~ central office. Take, for exs~ple, term contracts 
for common supplies to obtain quantity pricirig advantages. You can't 

.... ~ ~11 ~v~ the country. The job should be done centrally 

or by zones. That is one of the divisions o~ a cen~ra~Izea-~uY~ J~'~ 
tO Contrac~ for these kinds Of requirements that ueed to be brought • 
together in order to get quantity price ~dvantags. The term contracting 
should be centralized either in ~J~ashingtcn cr in one cf the zones, or 
in the Supply Center; wherever it best fits, depending on the commodity, • 
quantity, points c£ use, and supplier considerations. 

~here there is a substantial dcilar volume involved, where the dollar 
~olume would put iyou in the posit~on of going to the first line of supply 
t~e ~,anufacturer) and the need can be most ec~ncmically met through 

• . . . .  

direct delivery or stores distribution, ccnsolid atic~n of requirements to 
meet the best buying advantages is in order 
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7~h ~ k,'~-m~' ,~''~ ~ .'~'-~ : '  "~ :~ "~ "  . . . . . .  

~e buy automotive equipment for Government-wide needs except for the 
Mili%arybecause you.have the problemofmerging that in w~th.the- 
military.equipment to get production benefits, v~e centralize automotive- 
equipment buying ri~]t here in ~@ashington.. As tocertain other .commodities, 
we try to break them down where.we can;. to bring them.as near .to~.the point 
of use as P0Ssiblej Consistent with.quantity advantage ..... 

We think the central traffic work ought to be ex~ended. 

There are th~ ~heeler and O.'Wa~a Bills. YG~ are all familia~, with 
.them. .In substance, tfleF..propos.e to set:up a .separate transpor.tation 
organization to handle all transportstion for the. e~tire Federal 
Government. We think that the central traffic work could %e brlought 
together in one group. That would include the hearings before t-he 
l-nterstate Commerce Commission that I~mentioned to.get the: advanta~ge 
of favorable rates. ~e think .tha~is mighty, important. 

.~e feel that~ in .so far as meeting Some of'these points raised in- 
the •Hoover Commission Report. that ha~e been generallyindicatedthus 
far, where .they were stressing t~e. small-order transa0tions,.the cesD 
of documentation exceeding the cost of the goods, and so on~ our idea 
as to the sequence of what is important varies somewhat from tha~ point. 
I w$11. be ~lad to go into.tha% further if you are interested, 

If there are a~ questions, I ~ill be ~lad to answer them. 

Thank you. 

QUESTION:. ~m. Mack, at the seminar yesterday, Admiral Ring Said 
that after discussion with your o~ganization it was decided that t~e 
wartime procurement.of tires shouid, go back to Army Ordn~mce. Could 
you give~'us some. ofthereasoning behind that? 

MR. NACK: ~ell,. as I recal~ it-~and I have only a general~ recol- 
lection of that--it was indicated that there would be very substantial 
quantities of "special tires, .that.is,-.aircraft tires, and so on~ rather 
than thestandard, normal requirements that woul~ ~xist in peacetime. 
That is.my recollection of .it., ~ .: .. 

Did[he .indicate~anything further about-that?-~aybe I~ could recall 
something more to the point.. 

QUESTIONER: One of the things Ne said was that, in any event, an 
expansion of personnel would be. m~d.e. Also, there wasa greater tendency 
for people to wa~it;.to get. in$o uniform or into work withthemilitary 
organizations rather than to go into an expanded civilian-.agency. 

1 2  
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can get to the ~ .... ': ' 

, r. our urchases of tires from the tire companie~ ran? 
• - urin' the va, P . . . . . .  ~ - tent' those " 

_ .. : D . .g.~ .... :.. ll.~rs.:a ear.,..To.a very l~rge, ex. J . 
prooaDlya nundrea:mmllion.do +~.~Y ~ L nd'Lease, ~ie ~ele ouylng,.. 
reqUirementS were'lo:r ~n8 c o ~ ~  ....... .e . . . ..... . ..... . .... 
fo~- flfty-,six, cotuntr~ies o ...... ., - .' . " ": .... : ' '" :~': 

-" it, to the.~i~lit.ary for 
There" was 'as. on the bali s. th.a>~ it 

:gircraft: and needs. " 7~e. are, naturally, 
would~ facili't Incidentally the price 
for anyt~hing ~actUrers' price., We have 
we pay for st ............. .... see the Detroit manufacturer gets his price 
one added advantage..~uu ,.. ~ .... ~-.^.~ +~..o+ ~p. for shipment 

"based on ii as" larger 
of'tess th.ose one, 
• quantiti it manufa ctur~r~ 

t~o, or 

True, the ~ilitary bought: a. lot, .but a hundred million d611ars in 

tires ,is a lot, too. 

Perhaps it must have boiled dow%%, to tie question of what was in 

the .interest of saving time and .relating it to the equipment purchase , 
• making.it more .cdn~enient, and so on. Those wo.uld, be..the questions 

that •would-be uppermost in my mind. .. 

• • QUESTION:~ In your an~ver to.tho last :question~ put- together-with• 

the statement you made in the p.revious discussion as.to geographiC61 
• ' .... ~long'with the things We read 

buying, s nart..Committee investigation, 
in :the. n~ b, buying, the basing-point~ 

system? • , : ........ ' , " " ' " i. , 

• ~" '. "-'~ /" " " " ~ ":~ " ~ " think t~at the- Federal 
:. ~R~ Ivan( ' ,-- 

Government uying methods that would 
give it the utmost competition. ~e are not opposed to the basing-point 

-pri.ce system and. we. would not want to.be limited to /..o.b. prices. 
:(:;.i ,"'. i.''" 

The circumstances indicate a reasonabie,pricing system, On the 
ot~er::hand,~ it~ doe s:.not~ha~e ~:o. be a criminal: case. to be an unfair ° 
ricin:g method:, :It could he.any situation that indicates the in!ustry 

P -. ...... - C.~S of' %hose kinds,-of course~ we ~turn over to " 
:. has go~en ~oge~nuz" ...... - . . . . . . . .  
the. Department of Justice, • " " " . • ". " ~ " " " - 

It coul " ,!icated if .the Feder.ai..Trade Commis-- 
; f~ ~, b. m~thod, of pricing.and for 

sion had .fl~e ~e difficui~." either ~:ay, :as I see it, 
the bas~ng~ ~ ..... =- =- - - 
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It gets down to whether or not the facts that had to do .with the situation 
affectingthe'condition of an industry indicsted'that[th~reWas an unfair 
• r unreasonable me.thod of pricing." 

QUESTION: I believe; sir, you statedthat at the present time our 
orga'nization does allthe b~ying for civilian agencies 0r..organlzat~on, 
and that the Military,,Navy , ~rmy, and Air Force-does its~'o.wnbn~g~ 

We discussed the matter to some extent--probably not thor~ughly-- 
yesterdayin a seminar. Itw~s my understanding that your organization 
does do a certain limited'amount of.buying Tor the Military th~u~h ~ 
the use of open-end contracts'or someether means. " Could you discuss 
that? . . . . . . .  

~R. i~,CK: I am glad youralsed that point because I covered it very 
generally, I covered a lot' of things ver~ generally with the thought 
• n mind that those things • you are interested in., you would ask questions 
~bout. 

First, wedo not do all thebuying for the civilian agencies. They 
buy a6ainst our term contracts certain common-supply items totaling same 
40,000° Sedo the Military. The term contracts, the~e referred to, are 
the 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 (t~e so-called Federal Supply Schedules) are 
mandatory upon all departments an~ independent establishments in the 
District of Columbia, military and ~ivilian. In about half the commodity 
classes they are mandatory in the field services as well, So t~e. military 
end"civilians, both, use our term contracts. " 

. . . . .  • .. . . . .  

Next,.th~ ~; " '  " " ' "  " " : '  
. ~llltary Servlges use our stores System, lto some extent---not 

very la~rgely4 S~he~eit-is convenient or where they run outof something 
and we ~aveit, they-"iook t6 u~. 'I t~link from our 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 
,.volume. ..... - ....... 

Services~ mOstly'fog'hhe civilfan"igencies. 

• l~y fe~elin~ ~ab6ut"thag is;.-v~ry frankly'I: talked ~ith ~i9. Hargraves 
about it,"when he WaS.Chairm~fldf the ~tions Boerd;I haven't talked 
with ~. Carpenter-yle.t, but pl~nto do,so--that we Should undertake 
programwlth the.Nilftary, ~hr6figh you~ Procuremen~ Policy Committee, 
that is, AdmiralRing and the others, w-hereby' a determination" ' " should 
be made as to those commercial items that could be best handled through 
the B~re~u ~of Federal ~upply, or those wkich we should net try to handle. 
The only ~ay ~n ~hich you dan 'gef to that~eaisf0n is by •studies of each 
• commodity, - . • 
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the other working together as...a team, Their offices are right across 
from each other. They.reach a determination as to what is considered 
to be a fair price.~,.~or that stores item and the purchase g~oup concerned 
will endeave~.~%9,:-keep t~mt price in mindwhen they make the purchase. 

It is not a price-analysis routine Such as we had during thewar 
where the varisus segments of cosDs were broken down. it is a means 
to emphasize price-consciousness. ~i~e feel that is important in govern- 
ment. Too often there is an attitude, ~'~ell, we issue Invithtions 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. 

QUESTION: In connection with this buying of common items, v~er~ 
automotive equipment was taken as an example, what answer would you give 
to the argument ~that the i~ilitary saould,~in order to maintain contact 
with the suppliers, keep abreas~ of~all changes that tske place because 
whate~er procurement organization we have in pesce will be expanded in 
wartime~ ~ Such things as stock numbers, and so forth, are constantly 
changing and unless you have something which~is developing know-how in 
peacetime, you are no~ going to be able to expand during wart~ne. 

MR. MACE: The nearly best argument ~ou have is that you maintain 
contact with suppliers for those things wnere you nave to depend on the 
same supplier for militaryitems. 

That arg~nent applies in connection ~ith automotiveequipment 
because you must go to t~at same supplier for a s.~rictly military item 
whereas we are going to them for.a~st:andSrd co~nercialitem. So, in 
effect, the result would be that both. of us would bedoing business 
with the same supplier, eventually. ,That is the_best argument in that 
case. 

My point is that there are nanny !standar~ .items~-p~per products, 
fo~ ~xample. As an illust~at±on, ltnink there ought to be in one " 
place in the Federal Gover~nent t~eBest talent.weoa~ gettogether 
on paper-buying, instead of spreading it all Overthe"lind, >vlth-.G.P,O, 
the ~,~ilitary~Post Office, and ourselves. That is about the way it is 
today, That.'s .niy point.. You~nave to 'app~oAc~:th@ Duyi'ng:preblem by " 
commodities.,. . ~Then. we wouldbegoing.. .$6 a. suppliertSat~normal!y~ the 
Military would not be going tob@CauSe there 9~ould not bemilitary 
n e e d s  t h a t  w o u l d  r e q u i r e . i t ,  ...... ' " : . . ; . . . ~  . . . . . .  . '  - . .  

The ~ilitary, no doubt, is beitqualified to do'its o~,{~ ~ob of 
specialized military.:.. procurement," I was over .inLondon a li%tle while 

. . . .  ' : . r ° ago. Dhile there, I.thlked tb"~inister Of Supply Strauss. He emphasized 
that very same point, But over there, as I thinkyou may know, if you 
have had any discussions about it, there has been some segregation as to 
other types of buying~ items which are not of a military character. 

1 6  
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QU=STIONER, I meant locatingyour personnel in the • same office. 
In other words, just transport your people from :Jmsh~ngton to,Detroit 
and set them up in the same office. 

• ~R,'~'~CK~ There was some discussion about that, I think, either 
in one of thel letters we received from them or in a meeting ~ith the 
~;~unitiohs Board. I don't 9ecall that they went quite that far, however. 
But that would be something to consider because then we certainly would 
be brought together. 

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? 

-MR. I~CK: ~ell,. approaching the question from the viewpointof the 
administrative cost, we consider anything that costs less than $15the 
kind of purchase that resUlts inadministrative costs that equal.the 
cost of the goods. The estimated administrative cost for handling a 
transaction is about $15; that is, from'the time the requisition is 
received, handled, processed , and goes all the way through to a G.A.O. 
post-audit, 

I•think there are several approaches to that: Number one is schedUlin~ 
We emphasize that. ~e have a small groupto make Surveys Of the procure- 
ment practices of a~encies. In one instance the other day, we found that 
one agency in ~ew York, ri6~t within the same office, had issued three 
requisitions on the same day for a small item, something like 75 cents or 
a dollar each. The administrative cost of.processing each one of those 
tr&nsactions would run justabout:$iS. 

We thinkthat the steres-distribution method helps very much. i~e 
think ~hatagent-cashiers would help too. But basic and foremost is 
scheduling. ; .. 

~, very important part of this job, which nobody talks about, is the 
fiscal'side ' . . . . .  ~ctuallyjthereiS no reason for:all this tremendous 
inner,hang@, of documents, except.for the fact that in the. beginning 
Someone set.up th~systemof appropriation expenditures year by year. 
Supply appropriitions are included: in the respective.appropriations, 
with the result that we have thousands of separate appropriations for 
the same item of supply, 

Now my feeling is that when it can be reasonablydetermined what 
the value of common supplies may. be, then there should be a Single 
appropriationS... . .  : ISSues should:be made against the ~ available.stocks at 
no cha~g~to the agency. Therewould.be:one appropri&tibn, one account- 
ability. As a matter o £  •fact, tAit f~ exactly~nat iS being done in 
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" " Z' !. -'. 
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• .L 
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q 

~LR. MACK: I. think that'.is the ~'ay" it should be handled. .. 

QUESTION'. . ~'~oUid ~. you favor,  an ex tens ion ,  of t h a t  for.. c e r t a i n  
Other items in Peacetime? 
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~LR. ~/~CK: I think the Federal Supply Bureau should make the purchase 
where the itei under consideration is in common use%hroughoutthe,Federal 
Government--and there are literally thousands of them. Some run.into 
ddllar Volume and some ar:every small,-the,quantity should help to determine 
where the line of demarcation ~ should be. There.may be, o~side of your own 
organization, one or two civilian agencies buying such items as gas.masks. 
But it is not an item in GOvernment-wide common supply. Therefore, I think 
that should stay where it is-'with Ordnance. 

I think the line of demarcation comes about where I said, "Is it a 
common-use item, or not?" 

QUESTION: Could you give 'us yourideas en how prices can be cohtrOlled~ 
~hat would be the best measures for price control in a war emergency? 

~R.~i~.CK: ~ ~odld you give me time to cal~ up Loci H~nderson~ That-: is 
a sizable order. 

Basically, on these so-called "c0ntrel's,, Whether ever materials, 
prices, transportation, public utilities, or what have you, iy feeling is 
this: That right now, in peacetime, there should be aprogram developed 
whereby we would prepare for an emergency byhaving'it pretty weli determin~ 
that regular agencies of the Government would handle those kinds of things; 
for example, the Department of Commerce on materials allocations and so on. 

I think that the matter of price controls, has to be undertaken so far 
as the actual price determinations are concerned, at the timethe emergency 
occurs. Bu~ the basic principles and policies could be developed during 
peacetime. . .  " : . . .  

" :  . . ~  • 

'Nobody wahts confirols,.except:as a last alternative. I guess everybody 
is a~ains:t controls. I would think they would be, anyway. : ' 

But I don't think you can do more,in peacetime' than designate who is 
going to do the job and provide the opportunity to.prepare for it. I 
think £twoUld be.very iunwise in the event of another w~r ~o expect to 
set up emergency agencies to be responsible for materiels and price con- 
trols when the regular a~encies of the Govermaent could .prepare during 
peacetime to be ready on short notice when n~eded, 

I think in these"ki~ds,of .problems~the i~flitary:should "look to the 
Department of Commerce on material controls, for example; and Department. 
of the-Interior on certain things, such ~S fuel ~.nd oil.: XntNat way 
they will all be pretty well established and ready to go if anything 
breaks. , .  . . .  . A .  , -  " : . 

" ; .  ' ' ,  . . . .  t . . . . . .  . )  : . ,  . .  . .  . .  , .  
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. --i 7;-)7 ....... .~. '-777'r ? -- 7 U- ...... 

QUESTION.: In connection wit~ this &m~ll-order<busin@ss, we'have 
had a lecture in which it was. indicated that a majority of the independent 
federal agencies had virtually no stock control, In Other wprdb$ there 
was very little controlling of anticipated needs. --" 

I would like to ask a question as to whether or not, since you shifted 
to your eleven buying, agencies~ Your storehouses, the result has been 
instead .°f setting up Stock-control Systems, whichis what is ne@ded, 
and ordering maybe once every six months, or once a year, a larger quantity. 
if no w they: are only sending in a small requisition once a ~eek and you 
peopleare wrapping it up in small packages and.sending it out more often. 

MR.."NACK: The answer to the first part of y.our question is that they 
do not, have government-wide scheduling Of requirements inthe civilian 
agencies. More important, is. the fact that we do not have property manage- 
ment government-wide. " 

• I do not know what the, final r.eport of the Hoover Commission investi- 
gators, will be. But we know when .they are talking of federai procurement 
generally, they are not speaking of the Bureau Of Federal Supply alone. 

But n~ feeling is that this would be the sequence of the troubles 
in the Federal Go'Ver~ment so far as supply is concerned: 

This small-Purcha.ss transaction, true, is a nuisance; but I don't - 
think that is a big taingj. That will be overcome when standards and 
scheduling are established. 

We do not have standardization gov4rnment-wfde. We have today a 
listing of perhaps 12 mil~ion items in the Federal Government , but 
actually "they represent only about three million items. We have today 
sevent@en major cataloguing systems, most of th@m-v~thin the Mii'itary. 
?,e should have 'one system. ' .... 

Those are the kind of things we have to shoot at. ~,~henyou do 
that and when you come up with real'standardization and there is one 
identification for the same commodity government-wide; then yod are in 
a position to ..establish property management, utilization of property 
government-Wid'@ and min~lized purc.Hasing, 

" I think those are ~he major points. Sofar as stores are conderned, 
we meke a check and if we find that an agenoy is sending in requisitions 
too often for smill orders, we call it to their attention; and, really, 
%'hat is the best way, from a practical angle, to finddut, 

The best way to get a job done is through administrative controls. 
The best administrative control, for" practical purposes, is t¢ check 
the requisitions that come through to t~le Stores. If there are too 
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many small orde~ 
check with the 

GENEPd, L ~OI~JAN: i~r, 
character of the ques~ior_ ..... 

% " 

or a special 
.O " f~Iculty. 

stions and the 
ubject. 

platform, I would iik~ tc thank you not only Before leave the yc, a 
~or this splendid ~ talk but also for the help and assistance we receive 
from the Bureau of Federal Supply all year around. 

/ 

MR. NACE: Thankycu, Gon~ral. 

GENEPJ~L HOLM~N ; Thank you very much. 

O 

i i 

(19 January 1949--75Q)$/n~mg. 
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