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PROCJR&ME\T BY STAmE AND MUNICIPAL GOVER& NTS

‘ 7 December 194¢ o

Because tne fundamental prlnelples of purcha81ng for state and
municipal governments are similar we will consider them aointly with
Speclal reference to one or the otner as ‘the techniques and procedures
may differ, Basically, purchaSLng procedures whether for industry or
government employ the following factors: (1) Simplification and stand-
ardization; (2) use of Sp601flcat10ns, (3) establishment of sources of
supply and selection of supplier; (4) receiving of ' ‘goods; (5) sampling
of goods; (6) testing for——acceptance, control, and 1dent1flcatlon,
(7) dkprov1ng payments and earnlng cash dlscount.

If the system of 51mpllfy1ng apd st ndardlzlng were carried to the
nth degree the equipment of one manufacturer could be made to interchange
with that of another, thus ellmlnatlnc waste and permitting mass production,
This, of .course, would be reglmentlng of industry, a process which is only
justified by an ex‘reme emergency,. such as warfare, The application of
bhis prluciple of standardization ‘during horld Viar  IT made it possible
for our industries to produce sufficient war materiel in the short grace
period allotted to us to turn the tide of battle agalnst the enemy. This
728 nothing short of ‘a mlracle of productlon.

: Every 1arge purch381ng aepartment should have the facllltles for
vbtaining and developing standards. TWhat is a standard? = Clifton E. Mack,
Jirector of Procurement, U,S. Treasury Depurtment, defines it as "a .
orinciple, a yardstick, & criterion for comparison., It is used in
neasure, procedure, value, tlme, process, dlmen51on, extent quantlty
wnd quality. It is established by autnorlty, custom or general consent.
S5ince that is true, it follows that a Spec1flcatlon is merely a Spelllng
>ut of the standard used. A Spec1f1catlon is a specific description
»f the reqguisite cnuracterlstlcs for a particular function, ‘a machine,

1 material, or a part. _/ It must always be remembersd that a otandard

Ls not neceSSerly fixed. As a matter of fact it should always be

subject te revision S0 &8 ‘to take advantage of progress in manufacturlng
sechnique or changes in use or need. TFurchase specifications should
recognize commercial standards as a basic consideration %o avoid special
>rder requirements to the extent p0551ble.. ke The Purchasing Agent -

Ls dependent upon competltlva goods to do-the best- buylng job, His means
>f obtalnlng compctltlon is. through standards—-the purchase’ SprlIlcatlona"

J/ Occa51onally a salesman Wlll ask "Do you buy on blds or do you buy

on quality?" This question shers ¢ woeful 1gnorance of modern
purchasing and procedure. , :
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-Concerning the‘use of Specifications in public buying, you would
be interested in the recent investigation of purchasing practices’ of.
a county highway commission. .One commissioner was asked sbout the

" purchase of trucks: He answered:

Wje buy trucks on Specificationsionly; Tt hasn't been tne custom
to ask for bids." This is a2 most illogical and incongruous statement.
It just does not.make sense. Buying on specifications means using
specifications in requesting bids, so that competition can be obtained.
fhe purchaser then has a basis for determining whether he is. getting
rnat he bargained'fbr." The statement that. it has not been the custom

to ask for bids means simply that whoever bought thesentrucksvapparéntly '
selected the ones he wanted and paid the price askad out’ of the public:
treasury.® FPerhaps the specifications he refers to are.those of that =~
particular make of truck he purchased. Wihile this is frequently the

way in which a private firm or individual buys trucks, or what not, it

is not the way public moneys can be spuat, if the taxpayers are to- '
receive their money's worth. L B <

In contrast, I have exhibits here of specifications which were used
in obtaining bids for 46 garbage truck chassis and L6 garbage packing _
bodies for these trucks, specifications for a 750 gallon‘pér'minute'and_”
a 1,000 gallon per minute motor propelled fire pumping engine, specificati
' for a motor truck chassis for & combination police patrol and ambulance,
specifications. for a body to be built and mounted thereon;; spécifications
for four-wheel drive motor truck chassis to be used in connection with a
first aid, rescue squad\type body s specifications'for the special body
for this chassis and specifications for motor oil purchased in car lots..

Concerning the garbage‘packiqg-units; the specifications and bids
were divided into ‘two parts, one for theé truck chassis and the other‘
for the garbage packing bodies. .The truck chassis specifications -

describe what is wantedj the body specifications describe the detailed
requirements., “In additionftqfthese:bodyhspecifibations there are '
specifications describing the.method of tests to be conducted of the
equipment offered prior_to'awarding,the;contract.' Although this is =~
complicated equipment, the purchaser is adequately protected against s
 receiving unsuitable equipments = RO T

Referring aghin to the]pighwayléqmmissionwpurchasing investigation,
one of the highWéy”commigaioners.WhO‘took~thertand said that he has ¢
‘been employed in his present capac;ny,as_commissionerufcr~siXteen years

and that it 'was a "universal' practice to permit highway machirery sales-

men and their firms to pay &ll the bills when the commissioner and highwe

committee members made trips to inspecf equipmentg. E
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Another of the hlghwey commlttee members wes asked concernlng R
expenses in connection: with his attendance at rosd shows.  He testlfled o
that all expenses: 1ncurred by him at these shows were paid by salesmen
from various machinery compan*es but he insisted that acceptlng meals -
and free hotel .rooms .did not influence him when the committee was con—
51der1n& purch451n» from. tnese companles.

‘ ThlS comm1881oner sald tnet the hlghway commlttee had taken’ blds on :
‘gasoline purchases: untll a feW months aso but had not taken bldS on OllS_"
‘end greases. ‘ T ,

Questlon. “hhy ald you esk for leS on gdSoiinefand not on-other
1tems?“. ' ‘ ; B '

' AnsWer "Just a custom, I guess.“‘,
Questlon. "Wes 1t a custom to bet bldsyon 01ls and greaees?"

Answer: “No, I don't tnlnk so, as 1on~ as I have been nlghway
comm1881oner,“j R i : . :

Questlon.' ddsn‘t that one of the complalnts before you got 1n,
that no bids were teken?"

'~Answer: “it seems to me it'wes somethihg 1ike that, M

Questlon: "Don't you thlnk\lt Would huve been a good business pollcy )
on the Qert of. yourself and: thw commlttee to obtaln blds°“

: Answer. “I have to answer yes and nos To satisfy everyone it would
_have been a good stroke of business. On the other hand I felt that we
"had a good - grade of cil and grea 2se and while others would. have had just
as good a grade I don't think we ‘should change while we have a “supply

on hand. If we would take. bids and take the lowest prlces we would have
oil that I wouldn!t put into my car and you Wouldn't put in yours. I ‘
Wouldn't put it in hlshway trucks.",, :

ThlS commi ssioner tola of a trlp to a Chlcaéo laboratory to test

011 samples with a representative of a company from which the county

has purchased much of its lubricating oil and grease in recent years.
Asked if the county men were -invited to make the trip he replied: "No,

we wanted to get a test; he volunteered to take us. Samples of ten or
»ttwelve dlfferent branas of oil Were teken.V : ; . Lo

‘ Questlon.."Do you think. 1t was a fair test to have thls man take i'”
, you to-a laboratory of hls own ch0031nu°", :
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iAnswer:‘“I‘had the samples numbered and I was the only one who knew

Whiéh‘was_mhich.ﬂ‘ ' o e ' N L .

ﬁhyfwasn‘t'mbtor‘oil'and gasoline purchased on specification andv ..
competitive bids? There can be no valid reason for not doing So. -The
Federal Govermment has adequate specificatibns for both,. The purchaser . .
is adequately protected because of conditions set up in the specifications
Uncle Samts motor oil tests provide for tile protection of the hundreds

- of thousands of vehicles used by the Federal Government. What the highway
commissioner says about buying on bids and getting poor products is one.
of the oldest and tritest excuses 7 hive ever heard used against centraliz
purchasing. it doesn't hold water today because of the protection which th
purchaser has in adequate specifications and tests. For example: Here is’
a copy of Federal Specifications for wotor 0il which my city has modified
to meet our particular requirements. This specification was built around
U.S. Army Specifications. 2-1U4B, dated 6 ilay 1943 and amended 18 October

' 1943 and further amended by the ‘city of Wilwaukee in accordance with the
Specificgtion exhibited herewith. This further amendment covers a modifie
table plus two qualification tests. These qualification tests are neces—
sary because the city of iilwaukee does not have facilities for making
the practical physical tests provided for by 2-10/B, Ue therefore require
the following under qualification tests: : I \

"The vendof shall submit:

1, An affidavit with his bid, sworn to bafore a notary public,
certifying therein that the oil he proposes to -furnish has met the: |
gualification test prescribed in United- States Army Specification 2~104B.
and that no change nas been made in the amount or type of additive or
type of base’ stock. B R LI

' 2:iJAnalysés with‘his bid stéting for each oil the”folloWing: -

- Test - ... . Method of Testing, ASTM ..
 Gravity, A.F.Is , .4 . D2ET7-39
. Carbon Residue o D189-41
Y Flash Point - o D9R-33:
““Pour Point o i ot D939
© - Viscosity - o R - r - A 8
" Viscosity Index T ot i 00 DSETRAL

. These several specifications dll cover éomplicated “equipment ' producte
“and materials, They illustrate how full competitive bids can be obtainec
and hdw‘thé”purchasef“Can“bé*aSSured of recéiving suitable merchandise of
the proper quality. At least twé’importantﬂobjéétiveS“are:gained:througk
this competitive system: (1) It was originally estimated and later provec
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.. bommissioner of Purchase of the City of New York, that -approximately -

- £ifteen percent is saved.by the proper application of the principles

Of centralized public purchasing procedurs, and (2) every responsible

~ firn having & p;o@gcﬁ m§éting7the,design‘ahd;quality of that required
by a public'pprChaserAshquldfbg ¢ntit1edfa$ a:taXpayer,to;bid on these
requirements. I do;notﬂmean{t@¢imply thatJthesefCOmpanigs,have'a vested

‘,,right;to~obtain‘this‘bQSinesévbutfthey;dovhayé,a vested right as taxpayers

_to_pid‘fq;bthegbusiHESﬁ»if_tﬂ@yvare,broﬁerly qualified and are determined
.+ by the purchesing authority to be the lowest responsible bidders complying _
-~ With the official specifications. A third ‘advantaze which is incidental
. to these twd basic;advant§ges;isfthe‘facﬁ,that‘When competitive bids are |

* made the purghaser,frequentlyfcbtainS‘valuable infornation concerning

- newly developed desigthand]sp@cialpfadtures of equipment which will aid
him in preparing futurg,Spegiﬂicatiohsy fNewldesigns'ahd features are
constantly being develope addgd‘thexistihg,mddels;0f\equipment.

They are usually brought ward a% a time when it is believed an advantage
-can be. gained over a competiti '+ - The purchaser may decide to revamp <
hisaspeciiicationsktoain¢luﬁN sQ@efdf'thsséTdesirable features,

, in tr se of the 46 mobile garbags packing
_units referred to would be of“interest.~‘ThelfOLIQWing’three considerations
' Were involved: el , ‘ T L R

' The procedure used in the purchase

1, lobile packing units have been built for so short a time that
there is still a great deal of room for improvemsnt in the mechanism
-employed. Open spedifications must be employed to take advantage of -
current improvements. R e ﬁ S

2. The procedure for m¢king tés£s,must be spelled out in detail
in the SPGCifigationS.lb JiC AR .

[

3,‘”Gd@pargbive‘figldftestsiarégneeded‘ﬁo assurékthe purchaser of :
receiving equipment which will economically accomplish his purpose and will
also represent the best value for his dollar, . S

Without going into the specifications for the equipment in detail,
suffice to say that they were complete in that they provided for all
of the @etailed»réQuiremantSfo the»city.and‘still,ﬁhéy,W$re‘Qp6n to. .
competition, The purchase cost was $2,357,50 for each body.and $4,544.12 ,
‘for,each‘ChasSisﬁdr'a;\totalioff$6;901f62,for,a complete unit, making a
. total cost of $108,445 for £6prdies'andﬁ&OggOQQ;SZLfoﬁ 46 chassis or
- grand. total of §317,474.52 for the units. As this was a good size purchase
gnandkthekéqgipmanﬁymustfgive]gbqﬁ~servibéjfor”atwleast‘fifteen years it was
f,nggessany,tof¢x§rci36;thejutmbét7qgre}in-makipg‘this purchase. Our tdsts

'*‘(bcfitefia'For&Awarding«pabiig,Cbniraatsft¢,tha Lowest, Responsible
Bidder" by delson Rosenbaum, former Snoccial Legal Assistant, City
of New York,) ' : o :




iy

4054

were to prove to us not only whetner this equipment would do what we
expect it to~do,fbut‘also,*Which~was’the*lowest'responsib1e~bidder.

If we had followed the reasoning of the highway commissioner, referred
o, we would have picked oub a‘garb&gé‘packing'truck which we liked

and would -nave purchased it without bids. In so doing we may have
pelieved that we were getting what we wenbed: - However, after we had’
used it for a while we might nave discovered that it was entirely -
unsuited and unsatisfactory for the purpose. ‘Then' of course it would
be too late to do anything about iy, Briefly the procedure~of‘making
this purchase was as follows: Bid requests for the truck chassis were
'advertised and copies of specifications snd bid forms were sent to
qualified biAders, The same thing was done with manufacturers of
zarbage packing bodies. Then the formal secled bids had been opened
publicly at the stated time and tabulated they were examined by our
engineers and tests were condﬁcted;toﬂdetermine the factors mentioned
heretofore. Copies of these documents are exhibited herewith for your
information. Flease note the detailed information' concerning the tests
on the garbage'packing'bodies'wniCh‘as‘you %ill note were used in the
field for many weeks befprefa‘deterginution'was reached. Upon receipt .
'0f the data from our engineers 48 to'compliance with city specifications
- performance in the field, the award was made to the lowest resSponsible

_ bidder'for,tné truck -chassis and for the garbage packing bodies. This
represents a purchase on the basis recommended by those public purchasing
officials who know the value of full competitive bids, and who also know
that specialized, compliceated equipment.can.befpurchased on bids.

__Wihat about the"machinefy necessary to operate a publig‘purchésing
department properly? ~ ' C

, Your attention is directed to Exnhibit & being an organization. chart
of the Central Board of FPurcnases and Purchasing Department which -
illustrates how any state, county or municipal agency can function
as effidéiently as -any private purchsing agency. Exhibit B shows the
“layout of the quarters of this department. Exhibit C shows the duties
assigned to-each of the buyers in this department. Exhibit. D shows the
routing of requisitions 4o this department. Exhibit B shows the style

. of specification file being used which follows that of the Federal
© QGovernment. It will bé noted that approximately 1,000 copies of .
specifications are indexed according to eleven classifications, such
as A, Animel Products; B. Vegetable Food Products and Beverages; C.
Vegetable Products (except foods, fibers and wood); D. . Chemical and
Allied Products; E. Textiles: F. Tiood’ and ‘Paper Products; G, Minerals——
nonmetallic; H. Orss and ietals and Janufactures  (except Vehicles and
" "Electrical Supplies); I. Machinery_and_Vehicles,‘Electfical Equipment;
J. Scientific and Professional Apperatus; and K. Specifications not '
1isted Elsevwhere. A subdivision of one of these specifications is
illustrated., A& sample of a simple specification for joint sealer which
has bsen adspted from federal specificstions is shown under Bxhibit F.

¢
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’ It W111 be noted tn”t thls specmfloatlon also 1ncludes a method of test. ,
It is important that the metnod of- test shall be included in sp901f1catlons,’
in order that tests shall be conducted in. ‘the manner ‘agreed upon ‘at ‘the

time bldS are received; tﬂus avoldlng a. controversy as to what wes wanted

in the flrst plece.' : : ded

: The purcha31ng problem of a: munlcipallty are 51mllar to those of
2 county ‘or a state and thé recommended basic procedure is the sames - .
These principles of efficient purchasing should be carried out s6 far es
-~ possible in making purchases of materiel wherever possible,  While it is
true that during the stress of wer, tims is of the esserice; yet - it is
. folly to cast safeguards to the winds in order 10 meet deadlines of -
delivery when these safeguards can be employed and the deadlines met.

During World Vwer II much negotiated buylns wes conducted. That was due

%o the urgency of meetlng deadlines. ‘The Federal Gevernment waived its
requirements of advertising for bids for a2 stated period of timé and ,
authorized its procurement officers to negotlate directly with producers
and sales agencies in order to ma intain delivery schedules. This pro—
cedure, however, does not preolude the possibility of ohtaining competitive .
offers except where tnere is'a shortage of. matericls or facilities- for a
producing materials; then- of ‘course tie search narrows down to gettlng

a supplier who will make del¢very on time, There were -meny instahces.
- such as the latter which prevented bue functioning' of orthodox purchasing
procedures. It ‘should be borne in mind that in order to protect the
taxpayers' interests, the competitive procedures should be -employed
wherever possible and practlooble. It might be thoughtthat because
of ‘the many thousands of small items which the procurement. officer must
obtain that these small items would not warrant the expenditure of time,
effort, and office statlonory to obtain compatitive bids. However,
1f these items are classified according to commodity groups and: the
requisitions are pooled, it will be found that usuqlly there are sufficient
quantities to warrant taklng competltlve bids. " Not only will this procedure
result in Yower prices bécouss of the larger: quantltles, but it will cut
down the number of orders and vendors! deliverigs. He considers these in . .
making up his bld.' lt W¢11 nlso greatly reduce tne'work lOcd of the Y
‘ procurement offlcer. '

L whit are tae pres”" probloms ‘of Stetb purchws1ng agen01es7‘ This
week at’ Seresota, Florida’, a group of stmtb purcno51ng offlclals is
con81aer1ns tne followlng subJects and’ problems. R

1‘ Should’ thu state purona51ng dlrector be under the "merlt system"
. Or serve atxtne plogsure of the governor as a top &dmlnlstrdtlve officia1 
i and depart"_" t head? ‘ - : S .

"2, ‘Should” centraolze__poroqaéiogfévé27px§roiso*aﬁyjoohtﬁolfover'the
opcratlng of departments? T T LTl T

e
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3. How can budgeting andfpurchasing be coordihated\forfbétter‘ 
over-zll results? s : ' ’

L. Effects on state purchasing of possible economic deve lopment
and national defense and foreign aid progrems. These effects might’

" be, for example, expanded or curtailed state activity: price and supply
trends: federal surplus food and property disposal; ratbioning, price
control, and allocations, S : :

5, Proper organization and staff of purchasing office (bast

_combination of functions, types of skills required; training buyers;
salaries). S A - L o

6. Simplified;Operating procedures and minimun records to do an
gffective job; unit cost anglysisu , ' ' ~

7. dore effective purchasing by making the state a_better customer.
\Steps‘in‘thisvdirectionvmight be negotiated contracts; eliminating deposit
and bonds with bids and contracts; higher limit for spot-market buying;
using commercial speéifications; more latitude in making awards and more
prompt payment, o R :

. . 8. Approved reporting and public relations programs with the depart—'
ments served, the legislature, vendors and contractors, trade and civic
groups, and the general public, o - :

.9, Anticipation of requirements and types of‘dontraqts. :
10, Specifications and test prograus.

\ 11, Housekeeping services; property inventory; central mailing;
~ printing, car pool management; ‘central stores and warchouses. ’

1R Prospective'fedérai pfodurément>and.surp1us proﬁefty‘diSposal 3
programs, : ‘ y .

13. Special technical buying problems‘in ahy commodity field‘includw
ing steel,,tabulating.equipment,'oil, tires, batteries, typewriters,
drugs, cleaning materials, etc. ' e :

14 The effect of the steel basing point decisioﬁ on state btying‘

" In October of this year at:Philédelphiag»Fennsjlvania,»fhe 5
Netional Institube of CGovernmental Purchesing, which includes purchasing
agencies of federal,state, county and municipal and other tax supported

_units of government, considered the following subjects and problems: .-

8 . f
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' l Progress of the Natlonal academy for Publlc Purcha81ng of
Washlnﬂton, D.,C. e ; : .

‘ 2. St«ndards ﬂnd Sp601float10ns, Thelr Sources, Us ‘and Value.;/
3; Buying on bpeclficetlons, (a) Perfornance, Brcnd or on. Comblnatlons'

of these three metlods, and (b) Re s0n8s for selectlng each method or’
comblnatlon.g/ T 28 '

4. Report of Natlonal burvey 01 Salarles and Resp0n81bllltles of
Publ lic Purcna81rg Offlclals.é/ ’ - :

5y Organlzlng and Operatlng a mew Publlo Purcha31ng uepartment 5/
6. Ellmlnatlng\Bld Dep081ts and Performance Bonds é/

e As51stance of graduate students glven to. stete and local units
/‘of government, 1nclud1ng resaarch and preperatlon of reports é/

”"8 Procedures and Systeas in a Publlc Purcho31ng Office, Z/
9o The Flscal Problem of Cltles §/ |

It Wlll be observed from tnese progroms taat the problems of state
purchasing ‘are similar to those of local units of government. They. are
also 51m11ar to tnose of the Federal Government..

The buying problems of the county r*»nwaj comm1s51on prev1ously '
‘discussed could nave been due to (1, an ignorance of modern purchasing
methods and techniques, (2) lack of centralized buylng authority and
~respon81b111ty, and’ (c) lack of - sultable rules and regulatlons govern~
- ing the procurement functlon.; L ST Sl s )

}/, Wlllls McLeod, Ueputy hlrector, Stanaards Branch Bureau of Federal
.- Supply, U.S. Treasury Dept, Washington, D.C. & Dr. G. W Winchell,
Service Division, U.S: Testlng Co.,' forner Superv1sor of Testlng
Bureauw, -State of N. J., Trentom, N. Jo
iiss Mary E, O!'Connor; Director of Purchase, . Y. State D1v1510n
“of Standards ‘and Purchase, Albany, N. Y.
David Joseph,. Spe01al Survey Dlrcctor & Gertlfled Publlc Accountant,
- New York: City.- : o
« Leo A, Murray, City Purchas1ng Agent, Chlcaéo, Illln018»
John Splain, Commissioner of’ Purchase of the City of New York and
Omar.T. McMahon, 4sst. City Attorney; Mllwaukee, Wisconsin, . .
Dr. Stephen B. Sweeney, Director of the Imstitute of Local and State
Government, University of Pennsylvanla, Priladélphia.
Richard Neumaier, . Systems #nalyst and Consultant, Philadelphia.
Carl H. Chatters, Executive Director, American Municipal nssoc.,
Chlcago, 1111n01s.,

@ s < s @
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A better .casg for the need of efficient centralized purchasing,could
not be presented.v The procedure of ‘buying elicited by the questions of
these highway cémmission witnesses illustrates how public buying should
not be done. If this information serves as a warning to others that
slip—~shod and inefficient purche31ng practices will not be tolerated

- and that favoritism has no place in publlc buying, it will have served
its purpose. : . _ :

The problem similar to tnose posed by thls county hlghway commission
are sometimes the result of political pressures. Purchasing officials
should be insulatéd from these pressures if possible. The setting up
of ‘a board or committee of procurament which would set the procurement
at least one step removed, from the legislative branch of the government,
would assist in relieving polltlcal pressures from purchzsing officials.

" Purchasing officials should further insulate themselves and their offices
from political prgssures by establishing sound business rules and regula-
tions governing the conduct of their office, These rules and procedures
should be set forth in an office manual to be referred to by:all employes
of the office and representatives of other. public offices. Every depart—
ment head and every vendor will then be leen the same fair treatment.

In setting up these rules it should be borne in mind that the responsibilit
of buying articles suitable for the intended purposes is squarely on the
shoulders of the purchasing official and his staff, . The burden of procf
that an articilé offered by & wvendor complies with specifications is on
the vendor's shoulders. The judge of compliance is the purchasing official
It should be borne.in mind that tne merits of any controversial matter
relating to an impending award of contract should be. judged carefully and
the interests of the public be kept uppermost.  Unless an aggrieved vendor
~can fully establish his position as low responsible bidder and can satisfy
fully the. requirements of the OfflClal Spe01f1~at10ns used by the purch351r
agency, his dinterestis should not supersede those of the taxpayers._,A

good . rule to follow is; "ihen in doubt as to. the merlts of a case, reject

© bids. Then prepare more definite spe01flcabmons clarlfyln& the moot point
or points and readvertise." The chief strength in ex1st1ng efficient
purchasing systems lies in these established procedurés,  The chief weaknes
of others lies in the fact that many are not firmly establlsned by 1aw,
rule and regulutlon and consequently are. made political footballs through

the machinations of politicians within and without the purcha51ng agencye.

The day when public purchases.are completely. exempt from this type -of -
political pressure will indeed be a bright one. That is-the goal for
which. the National Institute of Governmental Purcha51ng is constantly

_striving. It is our belief that through the education of publlc officials
and the public in general we shall eventually create a reellzatlon on the
part of these hav1ng t0 do.with public ‘purchasing that ‘this functlon is a
strlctly bu31ness profe351on whlch has no place in polltlcal deals. - Such

10

R S RTCT&D




4059

a unlversal concept of publlc hasing will also encourege better :
quallfled purchc51ng agents to ‘segk public purches1ng ‘a8 a career. -
Uniless such insulation. aéalnst polltlcal maneuvering and favoritism -
can bc assured those contemplatlng such & career, -1 would be the

last one to recommend it to tnem.;/

Thank you. 5

; QUESTION.A 1 Would 11ke to knoe wn°t effcctlve means’ you have run
" across for detecting and overcoming evidences of,collu31on when you
open ‘tiae blis end find they are 1dentlcal° i e o

© MR. VICHOLSON. Our procedure 1s to report them to NIGP, the Federal
Trade, Commission, and the United States . Department of Justice. 1T can’
say: thls without divulglng any- secret information, that. FBL representatlves, ‘
are coming into our of fice next week. and will. probably ‘spend two weeks '
there studylng that very: proble 'They d;d the same thing two years ago.
‘MThese are spot. checks that are-made té see Whether there 1s any ev1dence
- of collu51on. I reconmend tnat to you all, L :

t

vhen I do that, I report to my board that 1 have done 1t. I am
~always happy to - see tae: evidsnce of results. 1 was told, when I reported
that to the FIC, that nothing. would come of it. I was happy. to note that
.a great deal has come of it.- Ycu probably have read about the case in
Cleveland concernlng electrlo flxtures.s Thet is now g01ng to trlal.

‘ QUmS ION. Do you use any contraots with escalutlon clauses?
“,Do you have to in order 0 5et matorlal°
MR. VICHOLSO\., he nave one or. tWO wh“re it wes 1mp0831b1e to obtain

the materlals without escalatloh One specifically is coal, Vie do permit
,escalatlon ‘in other contracts due to- causes which -are general in ‘the
industry and which are be"ond the control of the suppller, for instance,-
..-an increase in frelght rates or an increase at the mines. But basically .

our law prevents us from buylng Wlth escaletor clauses. . ‘ ‘

' »}/ BThe Purch(51ng Agent vho must scheme to hold his gmb from: year to
’ _year, whose tenure. of office depends on party success at the- pollS,=
LWwill usually be more of a pOlltLCldn than a buyer. His. chisf B
”7concern widl. be: to save ‘his job rather than the taxPayers‘ money. "
From "The Need for Bu51ness PrlnC1p1es in Government Buylng" by
Lo P Boffey. ; c

1
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\ ._tie have ene particular item, water pipes, which cannot be purchased
without escalation. Our law permits us by a two-thirds ‘vote of the
council elect te buy Wwithout a formal contract, Ve have bought close
to two million dollars worth of pipe with an escalator clause because

- W& had tc have the pipe and we' couldn't buy it Without'the‘eScalatcri i
-clause. There are not enough pecple ‘in the 'business, and they are loaded

right up. In other words, they call the tunes.

- QUESTION:iKJust a questicn on programming ycur requiremeﬁts., How
do“you go abcut establishing requirements? Do you work them up with

the procurement agent, or are they supplied to you évery six months in
" advance, or twelve months, dr how do you arrive at those? '

. MR, NICHCLSON: We work on 2 strict budget.” Amounts are set up

.. each year, Our'budget‘is‘established’the lst of Janvary. Tie don't
wait until that time. ~ We wait until the 25th of Wovember, when the
‘budgets are approyed by the common council.  They do not become effective,
as.1 said, until the lst of January,' Our law permits us to anticipate
- Pequirements. e anticipate our major coentracts when the market condition:
are favorable. If prices'are high, as taey are now, we'are going to wait
and we will wait as long as we can befcre‘we,advertise‘for bids, -

- I have in' mind one of’the‘state_purchasing,agencies which immediately
after the first of the year published huge lists of materials, I happened
to be there. I read those huge lists. Irrespective of market conditions,
this purchasing agent merely listed everything he wanted, He wanted to

- get 1t under contract as quickly as he dould. That is net a geod buying
Jcb, as you know, So we wateh the market, SRR
. .For example, the matter of delivery is important, Ye had a case
.. of anti~freeze, which is scarce, and. skid chains, which are very hard
- to get.s So in March of this year we bought ‘skid ‘chains and aleohol’
for this Wigter. ‘ PR - o R

QUESTION: Do you make any  joint purchases_With-opher‘municipalities,
or is your purchasing all for your cwn service? . - e nIr e
1R, NICHCLSON:' Yes, we do. Ve, for example, mzke a contract for
light bulbs, which is,p&rticipated-in‘by'indgpendent,ageno;es in our
jurisdiction;”including'the county. lie let centracts for coal in the
same manner, We do the samg in the purchasing of paper and many other
items.  We find it very beneficial. It increases cur quantities and
" they are very' happy because they get the benefit cf our low price.

QUESTION: How far would you patronize, say, the industries within .
the city as opposed to those outside? Will the state patronize those
enterprisés within the state in,purchaSing‘as cpposed to these outside?
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MR. NICHOLSO&. “Tie - heve a \E —1t‘1s'wr1tten out 80 We can‘t
changé the. rules as we g0, elong-;hat, all cther tnlngs——prloe, quallty,
and: seerce——bCLng equal, business shall be awerded on a public drawing
of 1ots——we have a machine: fo; draW1ng S tnere can .be no flnagllng’ :
Flrst, we ccn51der those with a. clty of Milwdukee address~-must be
in the telephone book, riext the sceunty, apd next the state. Since we: .
adopted that ‘policy,’ we haven't had any dlfflculty. : ’

When we | award a” ccntraet fcr lumber say, on-a dlfferentlal of five
dcllars on. a big ccntract and 1t goes dewn t¢ some place in Georgla,
“we dc get a little ccmplalnt frcm local penple that we should have over—
locked that five dollars and glven the contract to Jocal taxpayers. = But
I always pcint cut the fact’ that durlng the. business depressicn cur.
iiilwaukee industries were ‘able tc. get along because of business malnly
frem the cutside. I have in mind a bridge that was built for the State
of Misscuri by a Milwaukee ccmpeny when everycne was sitting on his hands,
and aboub 2,500 hllwaukee men were emplcyed in that plant as 2 result of
N ﬁhat. Now, if Missouri had dec~ ed it would: keep its bus*nesu in fT
Missouri, we weuld not. have gb hen th&t ordergv e do not want to feel
that Wilwaukee has bullt a Cnlnese wall ubout 1tself. '

. T am glad you brought tha* uestlon up, because it comes up constantly
in publlc buyinge These taxpayers will come invwith an alderman or .
superv1sor,end S8Y s "iait a minute® and bry tc make you believe that.
becauseuthey are taxpeycrs, ‘they ougnt te geb that business. But 1 will
say s ﬂThls is & business CfflCu.‘ If you have the gtuff and you are lows
yeu will get the bu51ness ‘They a1l tnow tnat. Once they kncw that
is the pollcy, they says "Thare is nc use going to talk to lr. Nicholson.
e wen't do a thing about ite" Tell, thet is the Lnd of it. ~In other
words, we have tc be tcugh. They think I am pretty tough. They say I
can send them out of the offlce Wlth a snlle but “He is a tcugh ccokiel.®

QUWSTION.<'If it becumes deslrable or necessary to accept- otner than X
the low bid, who takes the respon51b111ty7 The. second part, having taken -
. the responsibility of acceptlnu other than the lcw bid, hew d¢ yuu handle
the s<:1uan1\rks‘> ' A

“R. NICHCLSON. mell, in a. mptter of 1mportance, advertlslng a.

ccntract, if the low bid: is nut ‘satisfactory, our beard: decides, on
L my- recommendation as & rule, that the Jow bid is nct: satisfactery and
should be regected. If the lcw bld, however, cemplies: with the
spe01f1catlcns, then we decide to prepare new specifications and ;
readvertise, beczuse if the specifica aticns as written are not giving
. us what we want, we- snould not use a subterfuge tc reject that low bid
and award it to the next 1owest bidder, That is nct fair to the low
bldder who cculd have bid on the cecrrect spec1flcatlens in the first
place, So we rev1se the SpGlelOatlbnS and readvertlse and award the
centract. .

13
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Now, to aveid that difficulty we found thab in controversial items,

' say, a large purchase of equipment, it is best tc get the specificaticns

cut ‘befcrég advertising, get them cut in the field to the perscns who are

" expected to bid cn them, get your engineers in and talk it cver with. them,
let them bring up their pcints then, and in that way you more or less

get a meeting pf,tne;minds~befcre,youAadvertise.f Yeu ‘get the bugs out
of .your specificaticns that way. hat was the last part of your question?

‘ Q?ESTIbN: If having decidéd to take‘other-than the low bid—I was

‘\thinking\not_go much aleng the line you were talking about--but suppcse ,
- you were buying a large pewer shovel and you already had twc or three .

comparatively new, Somebedy comes along and decides tc¢ give ycu a bid _
on one vf the other makes- for $50 lessy It is geing to cost you several .

- hundred dollars extra fir spare parts, You might decile that you might
- want tc take other then the low bid. How would you take care of that

problem?

MR. NICHOLSON: Of ccurse, as I mentioned. before, under the two-thirds
vote the council cculd permit-an award7teicther than the low bidder. It
has been cur experience when we have. gone befcre the council, as we did
years age, and have asked psrmission to buy that' cther shovel, we got

- semething that wasntt even bid on. They weuld decide what they would

buy. ‘

. 8¢ if we decide that is What we want, we.have these men in the
beoard room and we tell ‘them, "Gentlemen, we appreciate ycur bidding,
we are awfully glad you ceme in, but we have decided “that it will cost

- mcre, because .cf this little difference, to award this contract to the .

low bidder. So we are going tc readveértise this job"-—cr we are going.

“to the council, cne or the other, If I had 'my say, we weuld net go to

the council, ‘e wculd get specifications that would stick and we weuld
stick by the low bid., We dc that right aleng, Yoeu weuld be surprised
how many c¢f ‘these itens that you gét on a low bid are actually better
than whet you have been using. People are scld on an item and that is
what -they want. . . o / '

‘ GENERAL HOLMAN: Mr, Nicholsén, speaking for the faculty and students"
of the College and cur guests this meraing, we are deeply appreciative

. of this very splendid talk and discussicn, the treatment cf the questions

in your frank answers. %e certainly appreciate your coming here and being

with us tcday, Thank you. S

PR
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EXHIBIT B
o
. ENTRANCE \$34
coRRIDOR |
—
: '
SOME OTHER CITY DEPT.
IN THIS SPACE
CORRIDOR EMERGENCY EXIT
1 SAMPLES AND SUPPLIES 11 RECORD CABINET 21 SUPPLY CABINET . 31 MAGAZINE STAND'
2 SUPPLIES 12 CONTRACT AND SPECIFICA- 22 REQUISITION FILES " 32 TIME STAMP
3 DITTO MACHINE TION' FILES . 23 PURCHASE ORDER FILES 33 STEEL FILE FOR BIDS
4 MIMEOGRAPH MACHINE 13 BIDDERS FILES ‘ 24 CORRESPONDENCE SPECIAL 34 MAIL BOX
‘[5 MISCELLANEOUS FILES 14 MISCELLANEOUS FILES ORDER & QUOTATION FILES = "35 ROOM TO OPEN BIDS
18 MACHINE FOR SHAVING 15 M . 25 CONTRACT FILES 36 PURCHASING AGENTS OFFICE
DICTAPHONE RECORDS - 16 LAVATORY 26 MAIL CABINET 37 GENERAL OFFICE

! ‘ - . :

7 BENCH FOR SALESMEN 17 VISIBLE CARD RECORD FILE 27 CATALOG AND BLUEPRINT 38 BULLETIN BOARDS
v e ) : FILES |

8 BOOKCASE 18 SAFE, : 28 BIDDERS DESK _ . - 39 SIGNAL BOARDS
9 FILES ' 19 MISCELLANEOUS FILE 29 BENCH FOR SALESMEN. :
10 DICTATING MACHINE © 20 HOUSE NUMBER CABINET 30 SAMPLE CABINET
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APPENDIX NO. 1.
The specifications file consists of'approximétely 1,000 copies of

specifications that are indexed according to the following clagsificationss:

Ae. Animal Prcducts L e i
B. Vegetable Food Preducts and Beverages
C. Vegetable Products (except fuod, fibers and wood)
‘Do Chemical and 41lied Products '
~E. Textiles BN
. F. Yocd and Paper Products
‘ G, wsinerals——Nonmetallic S
H. Ores and wetals and sanufactures (except Vehicles and
Co © .. Electrical Supplies)
I, uachinery and Vehicles, Electrical Equipment
J. Scientific and Professional apparatus
K. Specifications'not7Listed~Elsewhere

\

and are subdivided more sPeCifioélly,és per example 1/ as follows:

F. OOD 4ND PEFER PRODUCTS

F-1 — LULBER

| F-1-1 GENERAL STECIFICATIONS
‘E:}:&QﬁOak> | ’ ’ : |
© F-l-lal 1mhi£etoak“ 
| . F—l”lal%afjﬁridge plank (aiso misc.)
‘Ej;;lg Piﬁe | ; | |
F-1-1b-1 White Pine
© pasipe2 Yellow Pine

~

. Ffl—lb~2a Dense‘South,,salt~treated Pine

l/ A‘sample'SPecification is attached. These specifications are obtained -
~from the followihg institutions: Federal Spec, Board, National Bureau
" of Standards, Federal Bureau of Supply, hmerican Society for Testing
Materials; American,Standards'Associatidn'Other municipalities, City
of Milwaukee'Engineers,/Chemists, Department Heads and Technicians.




1C68 /
F=l-c i—Iemlo’ck
F-1-1a_ Poplar \
f’:_l:l._@_'- pr;uoe ‘
F=1-1f Redi)&ood o
}fi—:é._:g lood Poles
- F-l-22  Red Cedar
F-1-2a1 Viestern Red Cedar | |
F-l-2b Flag Poles . . . ETIC.

T CTTD W(*amra*ﬁ |
AN s J\‘L»J.L\:y 4

L dist
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SPECIFICATION ,
S  City of Hilwaukee
Specs No. G-1-2-dl
May 9, 1946

 JOINT SELLER

: Joint sealer shall be of tne hct poured Lype for ccnerete
pavement and shall,confcrm t- requirements of Fedéral Specification
SS~F-336. It shall be compesed of a mixturs of materials which will
form a resilient and adhesive-compound‘capable of effectively sealing

jeints in concrete against the infiltretion of»moisturefthroughout
a complete cycle cf expansion’ and contraction. ' '

“when the joint SGéler‘is tested in acccrdance with methods
described in Federal Specification S5-F-336, it shall confcrm tc the
following requirements: BRI ' . ;

v(a) ~Pour~Point-nﬁt”m0rewthan 450 degrees s
(b)) melting time—not more than 60 minutes.
(c) Penetration'~ '

, | (1) &t 32 degrees T 200 &.» 60 sec.,—not less
than Q.28 - cls ‘ : :

(2) & 77 dégreés/F 150 g., 5 Sec.,—0.45 to 0.75 cm.
() Flash peint--not less than 550 Jegress F | . |
(e)k Ficw——nbt,more thaﬁ o.5 s e
(£) Bond test—there shall be no cracking of tne,jqint sealer

or failure in bond'between,the_joint sealer and the mortar
test blocks at the end of five cycles.

Bureau of Street,ConStruction & Repairs







