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PROCL~RE~T POLICIES OF THE 
GE~TEP~&L ~ERVICES ADMINISTRATION 

26 January 1950 

MR. MUNCY: General Holman, students: I think it might be well 
this morning to start by asking a thought provoking question: Are we 
better prepared today to meet the prablems that faced us at the beginning 
of World War II than we were in 19417 We can answer that question with 
a strbng affirmative and cite as evidence the following three laws which 
have enacted in recent years: the National Security Act of 1947; the 
Armed Services Procurement Act of 1947; and the Federal Proper~y and 
Administrative Services Act of 1949. Those three acts are major steps 
ahead in ironing out some of the problems which caused delay in 1941, 
in so far as ~hat delay was the result of lack of close meshing and 
coordination between civilian and military agencies of the Government. 

We are indeed fortunate this morning in that our speaker was 
responsible for drafting several of ~he bills which were later incorpor- 
ated into the Federal Property and Administrative Services Act Of 1949o 
I should tell you, by way of background, that he is a graduate of Harvard 
Law School and is a member of the Air Corps Reserve. He has had govern- 
ment experience as an attorney here since 1933. 

Our speaker is appearing for the General Services Administrator, 
Mr~ Jess Larson, who had intended to be with us but who, on short notice, 
received a reauest for a command performance before a committee of Congress, 
which he could not forego. 

It is a distinct pleasure for me to introduce to this audience 
and to welcome to the Industrial College of the Armed Forces, Mr. l~xwell 
H. Elliott, General Counsel of the General Services Administration. 
Mr. Elliott. 

MR. ELLIOTT: I want to start out by apologizing for my boss, 
Jess Larson, not being here. As Fred Muncy told you, he received a 
request for a command performance and has to appear before Senator 
0'Mahoney's committee this morning. I know he has a more difficult 
assignment than I do. He is supposed to tell the joint committee how 
the rise in the steel price has affected the cost to the Government, which, 
of course, is practically an impossible task, as the Governmentts purchases 
of steel are mostly in . the farm of end products and not raw steel. So 
I am delighted that he has that assignment down-there and that I have 
this one here. 

I might also say, by way of introduction~ that it is a matter of 
personal pleasure that Mr. Larson asked me to substitute for him. Part 
of the time during the last war I was a captain in the Materiel Command 
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in the Eastern District, and at that level, you know, I got a policy 
statement that wont from here to h@rc to here and finally do,~m to me. 
So it is a plehsure for me at this point to be telling some of you folks 
the legislative background of Public Law 162. Maybe the time will come 
when you will call me up for active duty and I will get, several layers 
down from you; some of the things I am going to say this morning. 

I am sure all of you know pretty well the background Of Public 
Law 152. For a good many years, a number of people had thought the 
Government ought to have a firm statutory basis for an orderly system 
for its property management, That idea was put aside during the war 
because of the impelling needs of war procurement. Then, immediately 
after the war~ at the other end of the scale, which was the disposal 
of property, we ~vere faced with the unprecedented task of providing a 
special legislative device for disposing of war surplus° That was the 
Surplus Property Act of 1944. With the diminution of that problem~ 
interest was renewed in providing an over-all permanent property manage- 

ment system. 

You all know that the Hoover Commission takes a great deal of 
credit for Public Law 152 and the creatiSn of General Services. Without 
detracting from that deserves credit and the Commissionts very:laudab le 
ideas, I would like to point out that the Administration had proposed 
to the Eightieth Congress, by a message from the President~ What was . 
then the proposed Federal Property Act of 1948. The present la~{, • P.. L: 
162, is substantially that bill, which, of course, antedated the Hoover 
Commission recommendations by six or eight months. So, in this case, 
.I think the Administration was a little ahead of the Hoover Cow, mission. 

I would like to say one other general thing about Public Law 152 
because there have been certain misconceptions concerning its intent. 
It provides, or attempts to provide, a uniform system for government 
property management° A uniform system dpes not mean that all procure- 
ment has to be done in the same way. It means that we have a system 
and ~hat the system is flexible enough to fit special .circumstances. 
Also, it does not mean building up a huge bureaucratic octopus tl~it is 
going to take over all procurement as a centralized proposition. Some- 
times centralized procurement is good in certain fields; sometimes it 
is bad in other fields. I know that, so far as ~#r.: Larson is concerned, 
his leanings are the other way--toward decentralization. He regards the 
mission that he has from the Congress and the President as one primarily 
of prescribing the ground rules under which the agencies will operate 
for procurement in the most efficient manner. 

Before I get into a more detailed explanation of Public Law 152, 
I think I should speak briefly about the relationship of the military 
departments. The military departments present a special situation in 
any uniform system, and they do so for two reasons. One is not peculiar 
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tb.th~.military departments, but it orobably affects themilitary 
'~epartments to a greater degree than-it does other agencies: That is 
:the matter ofspecialized, supply, or procurement, that just will not 
fit inte-any general-system~ The Congress recognized ~hat'in Public 
Lawi182; in the list of exemptions at the end of the act,.it specifically 
exempted certain programs as not being generally susceptible to a 
uniform system. The second reason is peculiar to the military depart- 
me~s, and that is the need within the Department of Defense for a 
continuing procurement and supply program and organization in being, 
which can be'expanded readily in times of emergency, or war. I think 
all of us who are familiar with that problem realize it is absoiutely 
essential that the Department of Defense continue in being an orEaniza- 
tion of its ov~ for procurement, for that reason if for no other. 

Dwelling on my own personal exoerience a little, when I was in 
the Eastern District of the Materiel Command,.at one point in the last 
~war, there were, I think, 1,100 officers in the district, and only one 
of them was a Regular Army officer. I think that was wrong. I think 
they all recognized it was wrong, They just did not have the people. 
And that is an additional reason why it is-essential for the. military 
departments to have the people, so that there will be, in time of 
emergency, morethan one Regular Army officer to 1,099 Reserve Officers, 
The ratio certainly should be greater for the effective carrying out of 
any military procurement in time of emergency. 

There was a great deal of fear in a lot of people's minds that 
it would be impossible" to have the civilian establishments and the 
military establishments work together. Ew:,rybodyseemed to be afraid 
of the problem. At'one point in 1948, as perhaps all of ypu. kno~, the 
then Under Tecretary of the Navy, speaking for the'three departments, 
asked the Congress for a complete oxemotion. The Hoover Commission, 
in its report, triedto.-solve the problem by..setting civilian procure- 
ment here, militaryprocurement there, andhaving them com~ ~oosely 
together at the top by some kind of' committee arrangement. - 

I personally d~n,t share th4 fears that have .... been ex~ressed. 
Of course~, w e have been in operation for only.the !.~st six months, but 
du~in~ that ~rfod.0f.t~me ~y o~,wn contacts, which.have been principally 
With 'the JA~s officersofth~ servi.ces~ have.beeninvaluaB.le to me. We 
could not haw gotte.n.a!ong if it had not beenfor the assistance.they 
have given u.s. ,They were s0 muc'h fur:ther advanced than ~e were that 
we have just had.to lean upon them, and they have be.en very he!.pful. 
One instance is the ~tandard 'fdrm of supply Contra.ct, respecting which 
they had developed under the Armed ServicesProcurement Act. If they 
had not done that, we would not have been able to get out our standard 
form today. 
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Public Law 152, as you know, provides that the Secretary of 
Defense may, unless the President otherwise directs, exempt the military 
establishment from certain areas of operation. The reasons, for that 
exemption, which was put in by the Congress, are the two reason~s~I , 
mentioned before; namely, the specialized procurement problem and the 
logistics need for.keeping a military organizatio~in being. 

.. 0n the .first of July, also, as you know; the President directed 
a letter to the Secretary of .Defense, the Administrator of General 
Services, and the Director of the Bureau of the Budget in which he 
said, in effect: Continue for the time being the relationships in 
procurement which formerly existed between the Bureau of Federal 
Supply and the. military establishment, and yeu boys get together and 
develop areas of ~!derstandin~. There were a number of discussions, 
and, as a result of those discussions, a general policy statement, 
dated 17 January 1950 which follows was signed: 

"A joint policy statement developed by the Departme.nt of 
Defense, the General Services Administration, and the Bureau of the 
Budget as the basis for greater coordination of civilian and military 
procurement was released today by Louis Johnson, Secretary of Defense; 
Jess Larson, Administrator of General Services; and Frank Pace, Jr.~ 
DirEctor of the Bureau of the Budget. 

"The joint policy statement complies with a directive by 
President Truman that areas of understanding be developed between the 
General services Administration and the Department of Defensa in respect 
to the Act of the 81st Congress which created the General Services 
Administration as the civilian supply and property management arm of the 

Federal Government. 

"The heads of the three agencies pledge in their joint statement 
that they will work to prevent competition between the military and 

non-military supply systems," 

A copy of the joint policy statement follows: 

"The President's memorand~u of July I, 1949 to the Secretary 
of Defense '~, A~ministrator of General Services, and the Director of the 
Bureau of the Budget, directed that areas of understanding be developed 
between the General Services Administration and the Department of 
Defense with resoect' to the application of the Federal Property and 
Administrative Services Act of 1949 (P.L, 162, 81st Congress). Consider- 
able progress has been made in certain areas. Completion ,of the task 
will, be expedited by acceptance of basic principles. 

"It &s a necessary part of our national "defense to keep appropria- 
tions within bounds. Our economy requires it, the President and the 
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primary , mi s s ion s,. - ~The. p re s e.rva~ci o n  ~'o ~ '6~/i~ :non~ ~newabie :.res o~r 6~ ~ " 
£rom~.-unne,cessary exploitation in our time will mean £ha~ fut~e~ehsr, a~ . 
tions, may also have.-the .s~bs.t@~. p,~ of defense. 

" o - ' ' •  . . . . . . . . .  ' " l + i n g  i cils"iii d .:  e.,gm en£s M ,d@rn ~war" ' m S ~  ~ot~,l.,.w.~r ,invo: 'all:vag , - 

Of our c°n°my-T~a'rmers,~faet°ryWork~rs, professi.':~na ! gr~iups,~' ' a s . w ~ l l .  

as She traditignal'milita,ryforces ~ Within the .Government , many~ [-i9 
not all, .. civilian 'agencies .ha.ve. wartime functions, and a car@ful"plannlng 

• . . .  . . 

and providing for. their needs is essential to: a Oonsideration 'o~ the,: 
whole, problem. . 

-.~-~. "The ,~,acqomglishm~nt of t~is:;ta~k requires detailed examination 
of~ faan~ areas of eff, e~t'~and assi~.nm..snt of tasks to both Military and 
non-military agencies, V2qile it is recognized that the grea t bulk of 
.military procurement in both peacetime and wartime, will continue to be 
• handled b} t~e mill.tory departments themselves, mevertheless there.-are 
e~ertain', produ~emen~ .ar~as a~/d .other areas 09-of.fort, such • as .certain 
parts qf..surp.l~s, property.disposal, real property management, traffic ~' 
manag~ment:,,.stc,~ : where it will Be imoortant during peace and warfret: 
the~:-mi:litary departments to continue to depend upon the General 'self'iCeS 
Administration; Be:ca~use •effective military supply planufn E 'covers both 
current.:peacetime operations and wartime fhnctions,"it appears esSen~'iai 
that if sound planning is to be done the military departments mus~' .ha~e. 
assurance that: the. General Servicas ~dministration will cont~inu~iff ~- 
existen'c.e-..in, wa.rtime~ and will be protected against undue inreids~,'By '-;.': " 
.~ele¢~ive..Service~ " ,To deve..lop 'areas of understhndln~". for peac-et'i~e ' 
use only would greatly complicate the problem° " " • : :~ ; : 

- "In a,war economy, es.pecially, each item should-. be"- cons"idered 
;a~ being a,.scarce item, Transportation, sto'rage, m.anpower~ and"other - 
- sc.a.roe, components ~.are inVolved in. producing items which may ~ be "fabricated 
from'~ abunda~$ i'basic, mate.rialso We are a. "have-not' nationTwith respect 
to some..materials.-<~nd are fast reachin~ that status with reSp&~t'" to':--- ' 
some once'abundant materiails. " " ....,-..-. ~:..i',.', : • 

• • . •• . y _  ," . .. 

~- '~'A~I a~ency requirements in peaca and in.war should be ¢.oor.d~nated 
so as to constitute a minimum impact upon the ~a..tion'-s ecohomy'.'7. '"' :. ~ 

"The military., and non-military supply systems mus-~"-:5~e'~cdordinated 
at both the POlicy and operati"0n levels so. that the oonst~tuen~t agencies 
will not compete against each other'for tho~r requiremdn'ts thus 6rooting 
~tificial, scarcitis-s knd. inflationary prices. This objective can be,st 
be at~tai~Q.d by cons'idaring all phases of"Fed~ralGove,rnment &upply as a 
part 0£ an o~era, ll supply.management concept, ,r.at~he~ th~,@n~by isolating 
the segment.s: ~nd making..e~ach theobject of s.p~ciil~.adminis~:r~ti~-o or 
statutory attention. To accomplish this end there will be require'd 
wholohearted cooperation between the military and the civilian agencies, 
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"Every effort will be made by the under si~ned to expedite the 
development of areas of understanding within the framework ofth¢-above 
policies.~ . ' .  

It prescribes the basic policy arrangement that the Administrator, 
the Secretary of. Defense~ and the Director of the Bureau of the Budget 
have agreed upon° I think that policy statement speaks for itself, and 
I think it i~ a clear refutation of the charge that the military and 
civilian cannot work together, because, it seems tome, there is a basic 
framework which says they ~ill ~ork together and how they can work 
together. 

Chart !, page 19.-,With that basic understanding of the details 
of our mission, I will start with this.chart, just to show you how we 
are organized internally in General Services to carry out what we think: 
is the property mission~ 

.Top management consists of our m~nagement office--fiscal people, 
our legal people, such as myself, and. other "Ivory Tower" people~. Our 
Pmblic Buildings Service will be concerned ~ith the construction and 
acquisition and leasing of building spaoe, the utilization' and manage- 
ment of real property, the management of public buildings, and. the 
disposal of real property. Our Federal Supply Service is concerned 
with the management of personal property, all phases of the supply 
problem, and all phases of the utilization and disposal problem. Our 
National Archives and Records Service will concern itself ~ith all 
phases of records management, another neglecbed field in the GoVerrmient 
that has to be developed. _ 

This is a little aside from the main topic, but I think~it will 
be interesting to all of you to know that there are about 20 million cubic 
feet of goverrnnent soace that is now used for the storage of records. 
That is the equivalent of 'six Pentagon:bui&dings. At the present time, 
we are retiring about 1 million cubic feet a year and adding another 
million cubic feet, so we are just remaining static. You can see that 
there can be tremendous savings to the Government if we can, in the 
course of the next five years or so, cut those six Pentagon buildings 
do~m to two or three. 

0ur Community Facilities Service £s concerned with.the Various 
programs that relate to loans, grants, and advances to nonfederal public 
bodies for various public works. 

Chart 2, page 20e--As to the external aspects of our job, you 
will recall I said earlier that Mr. Earson regards his job basically as 
one of providing the ground rules and not of building up a big central 
empire. 
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0n the left.side are the GSA regulatory functions. 

Next are the property management activities:, to prescribe 0ver~ 
all regulations and policies; to promote maximum utilization; to delegate 
authority and prescribe responsibility (that delegation means external 
delegati0n); to survey the practices and results. In that co~necti0n, 
we~do not regard ourselves as policemen. We hope that we will be, as 
our. name implies, a service agency and that, by doing these surveys, 
we .will be able to find where an agency has an excel, lent practice and 
commumicate that to other agencies so that they'may adopt it. In other 
words, we hope to be a channel of information among other things. The 
next is to prescribe standards and specifications. I will speak about 
that a little later on'because we have going on right now a very coopera- 
tive program with Admiral Ring and'some of his group in developing 
standard specifications. The next is the establishment of inventory 
levels. In connection with the establishment of inventory levels, the 
act provides that we shall establish: inventory levels in cooperation 
with the heads of the departments concerned. So that we cannot force-- 
and we should not be allowed to force--an inventory level on any other 
agency, because that is a mixed question of property management and of 
operations. It is to be done as a joint venture, and, thereafter, our 
power is limited to reporting to the Congress. 

The records management activities are to improve the practices 
and control, to establish retirement standards, and to survey records 
and practices. 

By doing these things, which will have their imoact on all 
executive agencies, we hope to achieve uniformity and consistency and 
maximum property utilization; to minimize purchasas, which aim~ as you 
all kno~, is~one Of the things that the Congress is particularly insistent 
upon. They are hope:ful, and we too, that we canminimize purchases by 
maximum use of the property we already:have; to eliminat~ overstocking 
and spoilage; and nex$--and I think we all agree this is essential--to 
simplify,s0 that. we ~ll have simplified and effecziv~ practices; and 
f°ll°wi~g that, necessarily, t'c reduce the ~paper work; to effect space 
and!abet economies; to increase vsndor participation; and ~o increase 
public service. 

Chart 3, page 21°--I will pass o?er.this chart briefly. It is 
~st to illustrate what his been ~ the purchasin~ by- th~ General Serv.ices 
Administration, through its predecess'ofs, durin'g:fiscal 1949~ Military 
purchasing in fiscal 1949 was 7.3 biZlioH dollars; which was 82 percent 
of the total of 8.9 billion of government purchas:ing. General ServiCes 
pu~ch~sing amounted to 673~9 million, which was-:approx'imat~ly 7.6 per- 
cent of .the total for the Government. • . . "~ 
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I would like to mention that program to follow up what I said 
before about centralized purchasing. As I say, we recognize that there 
are many types of purchasing wllich cannot be done centrally because of 
specialized requirements. On the other hand, there are certain types of 
purchasing which we all recognize, even though they have a military 
aspect, can and should be done, perhaps essentially by civilian agencies, 
centrally. An example is the strategic and critical materials program, 
which was developed cooperatively by the Munitions Board and the former 
Bureau of ?ederal Supply and which was carried on that way even before 
Public Law 152 was enacted. 

Chart 4~ page 22.--I am sure that, if Admiral Ring were here, 
he would agree with me that the next thing to mention among the elemen%s 
of the supply program is the matter of cataloging. I am sure, also, 
that Admiral Ring would agree with me--or perhaps I should say I would 
agree withAdmiral Ring--that cataloging is one component of the Supply 
problem; it is not a separate enterprise by itself and should not be 
puffed up as such. It is one of the tools which should be intermeshed 
with the other groups, but it is an essential. And that is why we have 
put on this chart the key position of comr~odity cataloging for realizing 
the objective of Public Law 152o Through an efficient catalogingsystem, 
we will get purchases at minimum cost. That will be the key to the 
reduction of new purchases, again, to the maximum utilization of property, 
to the reduction of warehouse space, to the reduction of inventory levels, 

and inventory control° 

As you know, under Public Law 152, the Administrator of General 
9ervioes is charged with the basic responsibility for developing a 
standard Federal catalog. He is required, however, to coordinate his 
efforts with those of the Secretary of Defense to eliminate duplication. 
So far as I am aware, that arrangement is going ahead very cooperati~vely, 
with, we are thankful to say, theDepartment of Defense taking the major 
portion and the lead in it, that is, because of the greater requirements 
of the Department of Defense and the fact that it was further advanced 
in the field° But again I want to emphasize to all of.you that it is 
certainly Mr. Larson's thinking--and I know it is Admiral Ring's thinking 
in the Munitions Board--that Cataloging is one inseparable part of the 
over-all supply problem° It is not, and should not be, a separate 
onerationo 

Chart 5, pa>ge 23 .... This ch~rt illuatratgs th9 job ef dgv,~loping a 
Federal catalog system. In general, there are the 6 million items which 
are to be screened by the Munitions Board Cataloging Agemcy to develop 
the Federal supply catalog of 3 million items, which figure is the 
target. There are the 3 million which it is hoped will be developed. 
The 500,000 block represents the solely civilian agency use, There are 
the million items which are civilian agency and military common-use 
items. There are 500,000 which are noncombat and science items of 
1 million. 
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I think here, again, we have an illustration Of the possible 
azeas where, on the one hand, we have a solely military interest, while 
in the oth~r/million, wB have a mixed military and civilian interest 
which is-susceptible of treatment under a uniform system. 

Chart 6, page 24.--Following cataloging, I would like to mention, 
bc~iefly, standard specifications, It is the b~li~f of a great many of 
0,~ people--and I know it is th~ b~lief of a great many of your people-- 
that, by the production of standard specifications, we can do several 
things. 0ha is to reduce the costs to the Government by inviting 
closer bidding and closer competition if we can write such s~ecifica- 
tions that a l~rg? number of bidders may have an opportunity to come in 
and bid, Secondly, and thi,s plays a part in an6thsr phase, we f~el that 
standard specifications will be a help to small businass. As you know, 
under both the ~ Armed Service~ Procurement Act and und3r TitI9 III of 
l~blic Law 152, we are all under a mandate to giv~ a fair share Of 
procurement to small business concerns. 

These ars the Federal s:pscifications which hay? bB~n established 
to date, som~ 2,050. This is th~ accumulated backlog of requests for 
specifieations~ 1,41~, and th~ r~quests continu~ to accumulatB. This 
is th~ program for 1950, 1951, 1952, and 1963,in,~hich it is hope~ w~, " 

.can~ lick that backl, og. That program also is continuing as a cooperative 
enterpris~ b~tween th,~ military depart~n?nts and th3 General ServicBs 
Administration. 

Chart 7, pag'~ 25:--Another-oha.sB, an inseparabl~ phase again I 
would like to ~mphasize, of th~ supply probl~m is traffic:manag~m3nt. 
There haw b~en all kinds of estlmat~s of th~ amount that can be saved 
by:a ~ uniform syst~m~ of traffic manag?m~nt. I don't know wh~ther w~ can 
ever reach thos? r~sults. We hops to g3t part way. 

As you p3rhaps know, prior to Public L~w 152, there never was 
any a f:firmativ~ statutory r~sponsibility in anyone to d~velop a traffic 
management system. That responsibility Was placed upon th~ Administrator 
of. General... Services by Public Law, 152. Again we hope that it will be 
carried out by. a cooperativ~ means and again I want ~b emphasize that, 
contrary to the vi,~ws of some people, it is certainly Mr. Larson,s think- 
ing--and I know it is Admiral Ring.'s thinking--that traffic management 
should not be se~ up as a s~parate ~mpir~ of its own but should b~ merged 
in the common tr~atm3nt of th~ supply Pictur~o I m~ght say that also is 
one of ~the areas that is to be mor~ precisely developed in accordance 
with th~ policy statem,~nt. . . . .  

For the tim9 b~ing, W~ have an informal ~ arrangement with the 
Department of D~fense and the ae,veral JAG~s 0ffic~s as to tr'affic manage- 
ment cas~s that corns before "regulatory bodies. ~qer~ they affect the 
military, departments sol~ly, the milftary departmehts will continu,~ to 
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handle those cases under delegation from us, which we will issue to them 
whenever they request it. Where they affect other agencies, we will sit 
down v~th them and see what is the best and most practicable way of 
handling them. By that I mean, there will be only one representation 
for the whole Government; but whether that will be done through GSA 
people or, perhaps, the Army people or the Navy people will depend 
entirely on what kind of case is involved, who is the principal party 
in interest in that case, and who has the people available effectively 

to try the case at the time~ 

Chart 8, page 2S..--Fred Muncy asked me, in this comnection, if 
I would speak briefly about the workload for utilization of excess 
pers bnal property. I think this Chart gives you a bird's-eye picture, 
at least, of the problem. Here is the declaration of excess. This is 
in terms of numbers of declarations~ In 1949, 17,000; 1950, projected 
to 25,000; and 1951, projected to 33,000° So that you see the declara- 
tions of excess, according to our projections, are on the increase~ We 
think the increase will result from more intensive screening of property 

and reduction of current inventories. Similarly, the acquisition cost 
of that property correspondingly increases. 

That shows you that~ if these work 9ut, this declaration of . 
excess will accomplish both the reduction of inventory and the making 
of property which is excess to the needs of one agency available to 
another agency and, thereby, perhaps, lessen the need for further new . 
purchases. 

Chart 9, page 27.--This chart is a bit off the subject of supply, 
but it is interesting to me and it has been interesting to ethers. It 
has to do with the problem of records retirement that I menti0ned briefly 
before, and the estimated costs and savings. We have ll million 600 cubic 
feet of records which are progr~::~ed for retirement during our next five- 
year plan. That figure represents a little batter than three of the six 
Pentagon buildings I mentioned. The annual maintenance cost of those l l 
million records is 38 million dollars. In 1951, we hope to save 3 million 
dollars by retiring records; in 1952, we hope to save another ll million 
dollars; in 1953, another 19 million dollars; in 1954, another 26 million 
dollars; and in 1955, 35 million dollars--that is, in the cost of the 
maintenance of the records. In addition, there will be Other efficien:cies 
achieved by freeing that space and making it available for other uses .... 

This is aside from the supply problem~ but I am sure it is a 
phase of activities that sooner or later a great many of you gentlemen 
will be interested in, in your capacities, and it is one which has been. 

neglected° 

I think my initial time for presentation is running out, but I 
do want to mention one or two more things in conr~e~tion with Public Law 

162. 
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• ~ One is a provision in the act which permits ~rohanges of 
property., ,You all recall that, undar the old law, various ag~,nci~,s 
had ,' specific limited powers' in special situations to ~xchang~ When 
purchasing new property. Those provisions, by and larg% w~ra r~pealed 
by PubliC Law 162, and a new provision inserted which p~rmits all 
agencies Go exchange, under r, egulations to 5~ prescribed by tha 
Admi~istratOr. VVe are now in the process 'of,. dsve loping a p~rman~nt 
regulation. That has been drafted by our people in cooperation 
principally with some of th~ military p~opl9 and is about r~a_dy to be 

• sent around ,for formal ~comment and screening prior to issuance. That 
is a~nother field that I want to m~ntio~ tecaus~ it has aspe.cts of 
gr~at savings. . . . . .  . 

Before closing~ I would like to maka on9 other comment, and 
thaiis with r~spect to ~'~r. Larson's policy concerning regulations, .... 
because, as I say, 'it,is his vi9w thath~ is Chargad by th~ Congress 
With providing th,9. ground ru,l~s of the game. We ar.~ going to try, 
in so far as humanly possibl~, to do th? initial drafting of r9gula- 
tions with vary small groups aonsisting of on~ or two laboring p~opl9 
from the principally aff~ct3d agencies and that is all. When that 
initial draft is preparad, it will th~,n b~ furth.~r,scr~n~d within 
~Bneral Services. At that point, a sscond draft, which will b?, wa 
-mi:gh~ say, th~ GSA proposal, will than b.a: s,nt out to all intsrBst%d 
agen~ies. They will b~ givsn a full opportunity to ravi~w it, to 
scru~inizs it, and to, s?nd their commsnts, and w, will try~ i.n so far 
as humanly possible, to raconeilB and to honor thair Oomm~nts. 

I would also liks to mantion, br-~ifly, our proposed procedur~ 
in connection ~ith standard forms. WB intsnd"to~follow:tha earns. 
procedure with:respect to,standard forms. ~/hen it comes to',ithe 
£ssuance of standard forms~ our-pF~assnt thinking is this--and this 
is ths pracise arrangement; that.ws @arksd oGt in connaction with tha 
fi,rst form, th~ supply contract: It will bs issusd by the AdministratOr 
-to b~ sffactivs on a givsn data for permissive us~ by all ag.snci9s., with 
th~a proviso that on ~. subsequent speoifi?d targ?t date, which, in th~ 
case of th~ supply contract, w s havB fixBd at th~:~snd of a. ,six-month 
pe,riod, it will than b~com9 mandatory pursuant to a further order. It 
is our hop~ that during that six-month period of parmissive use, w.B can 
:fin~:ou,t, and you folks .can find out, from actual op~rs~ion what bugs, 
if,any~ thar-B~ ar~. in that'contrac,t land what dsviationS may or may not 
ba relquir9d ~bacauss of sps,ci:a I aitualions. Sd: that .Wh.sn: t.h.9 six-month 
period is over, and the: ma.ndat.ory/~dats arri'v~s, ,we oan incorporatA in 
th~ contract such chan.g~.s ~as ~tha ,.operating ~xp~,ria;~na~ has .dictated ar~ 
nacs,~ssary, and in th,~ further ord?r provid4 for su~ch ,d~,viationS 'as the' 
,oparating ,~xparienc9 dictates ar~ necessary. . " 

".' L, 

I bali~ve that brings,m4 a iittlB ov9rmytimB.,for prBs~ntation. 
Ikno~ that I haw~ skippe.d a: numb.ar"~f .things. I skipped Titl~ III of 
our act compl.~tsly bBcaus~ it is practically ida:nti'cal to the Armad 
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Services Procurement Act, and I am sure you are all very familiar with 
that. In any ~v~nt, so far as negotiated procedure is concern9d, the 
military departments will operate under th~ Armed S~rvic~s Procdr~m~nt 
Act and not under Title III, 

I did skip one thing in general which I should like to mention, 
You folks, of course, are continuing to develop the Armed Services 
Procurement Regulation to carry Out your Procurement Act. ii~ are- 
starting to develep our own procurement regulation .to carry out Title ~ 
III. Because of the differences in requirements of civilian and military 
agencies, there are going to b~ some differences b~twe~n those .two 
r~gulations, but, in so far as possible, w~ are going to try to fo.llow 
the Armed Services Procurement Regulation, 

I have finished my formal presentation, G~nera! and g~tl~men, 
but I am ready to b~ beat over th~h~ad with any embarrassing ~uestions 
that any of you may have. 

MR. ~TNCY: We ar~ ready for your questions. 

QU~STION: Could.you give us an indication of the approximate 
si~e and strength of the GSA--that is, the various agencies--and have 
you developed out into regions and fie-ld offices? I don't want anything 
.definite, just approximations. 

MR. ~LLIOTT: By "size and strength" I assume you mean p9rsonnsl 
compl~ me nt s. 

QUeST!ON,R: Yes. 

N~..TLLIOTT:. There arc approximately 22~000 p~opie, of whom 
the great majority are in. th~ buildings manag9msnt part; that is, the 
people who run the buildings--the janitors, the~workmen, th~ repairmen, 
the c!eaning women, and so on. They, I believe, comprise perhaps 1Z, O00 
of the 22,300. 

At the .preSent time, w~ do not hay9 .General Services Administra- 
tion field offices as such. .~ach of the former components has field 
offices. ThB former Bureau of. Federal Supply, now the Federal Supply 
Service, for instance,, has ~ 0 or 12 which supply cent~.rs in .the country. 
Public Buildings has offices. War Assets has. But we ar~ now in the 
process of S.etting up GSA regional offices which ws expect will b3 
divided into lO r~gions and. into which the s.~ several field offices of 
the several components will b~ mergBd to hav~ integrated fiBid Offices. 
I cannot give you an ~xact dat~ on that, but I would ~stimat9 that 
th,ey will bB s stablished with ths n~xt 60 to 90 days. 
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QU~STIC, I~T: Nm. ~lliott, did I und~,srstand you to say that th~ 
.~crstary of Dsf~ns~ has authority to exempt the military f~'om procur~B- 
m~nt of any item through G9nsral S grvic~s Administration? 

MR. NLLIOTT: That is corrBct. As I r:~call, th,~ languag~ of 
the:act i~s that thB S~crBtary of Defgns~ may, unIsss th~ PrgsidBnt 
oth'~-rwise, dirgot@d, ~x~mpt the military 9stablishm~nt from any of "thB 
preceding itams," and th~ pr~csding items are in s~ction 201 which 
rslatCs to procurgm~nt and supply. 

By the President's l~tt~Br of thB first of July to th~ Administra- 
tor, to th'~ Sgcr~tary of D~fgnsg, and to the Director of the, Bureau of 
th~ Budget, ha dirBctBd th~ S~crstary ef D~fens9 not to mak~ any exemp- 
tions. He said the GBnBral Ssrvic~s and th~ military dspartm~nts should 
continu~ th~ ~xisting pattern; that is to say, whBr~ the, former Bur~au 
of F~deral Supply was doing procur~mgnt of common-usB itBms for th? 
military, that arrangemBnt should continug; whi9r~ thB military was buying 
its own, that arrang~m9nt should continu~. H~ sai~, st thB sam~ tim~, 
"I want you boys to sit down and g~t tog gth~r and d~v?lop n~w arBas of 
understanding undgr ths n~w arrangement," th~ J~irst stgp in which has 
besn:th? gsn~ral policy star?re, Brit. 

QUESTION: Mr. ~lliott, th~ powers which that act gives th~ 
Kdminis%rator at9 v~ry broad. If w~ had an ambitious :~dmihistrator and 
a Pr9sident who is willing to go along with him, would it not bs 
possible for :tbBm practically to takB over ths supply system ~vgn of 
thB Armed Servic~ s? 

MR. TLLIOTT: I will answ?r that in ~WO ways. First, I think 
it would b9 thBor~tically possibl9 but practically impossible. 
Secondly, I bglisv9 th~ samB charggs--perhaps '[charges" is a bad word 
to~usg-- wsre mad~ ~BYativ9 to the 9stablishm~nt of a DBpartment of 
Dgfgnss and of an Office of S~crstary of D~fgmse. But th? Congrgss 
~did Bstab!ish th~ S~cr~tary of D~f~ns~, and [ am not fsarful of it. 

I think, sir, in further i~nswsr to your qug:s~ion, if what you 
roar should happen, and th~ p~opl4 of th~ unit~@ Statss didn't like it, 
th9 peopl~ hay9 it in their power to corrgct th~ situation at the ngxt 
~l~ction. 

QUESTION: ~m. Elliott, on on~ of your charts you indicat?d 
that about 82 pgrc?nt of th~ fiscal gov?r~m~nt purchases w~r~ military. 
Obviously, quit~ a f~w million purchase transactions are involved, and 
it would concBivably b? a littl? difficult for any on~ agency to 
conduct that largB a businBss. Isn't th~r~ a point of ~iminishing 
r~turns thBr?? Or do you conc?ive of GSA p~oplB as b?ing abl? to 
handls th~ whol~ thing? 

13 
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N[R. ELLIOTT: By "handling" do you mean Centralized procurement? 

Q~/~ STI05~R : Yes o 

~R. ~LLIOTT- On the contrary, we feel very definitely that we 
cannot and that we should not do it all on a centralized basis. We 
feel that it is a matter of prescribing general ground rules, and then 
centralize onlyas to certain types. There are some other special 
types of supply items that affect almost all agencies but affect the 
military departments to a greater d~gr~e which ar~ not susceptible 
either to centralized procurement or even to a uniform system. 

If you will rscall, in the g~neral pol'iGy statement which was 
signed by the thre~ interested partiBs within the last two wsBks, th?re 
is this s~ntenc~: "Whils ~ it is recoguiz~d that the great bulk of 
military procurement in both psacetime and wartim? will continu~ to 
bB handled by the military d~partvn~nts themselves, n~verth~l~ss thBr? 
are certain procur?m~nt ar?as and other ar~as of Bffort...where it 
will be important during peac~ and war for th4 military dspartm~nts 
to continu.~ to dep'~nd upon th, GBnBral S~Brvices Administration. ~"~ So 
there is a clear r~cognition that thB military departmsnts Will Continue, 
both in peac~ and war, to handlB the great bulk of their own procursmBnt. 

QTJ~STIdN: IV~r. Elliott, what part will the G~neral Services 
Administration play, if any~ in laying down oolicy for proourem~nt by 
the United States of materials in foreign countries both for use in the 
foreign countries and for us9 in the United States? 

NR. ELL!OTT: If it is procur~,m~,nt in foreign countries for use 
in the for3ign countries, I don't imagine we will play a v~ry large part~ 
because w9 are not particularly 9quipped to do that. That is an Opera- 
tional problem ther~ in the foreign country. If it is procurem,~nt in 
foreign countries for us3 in the United States, ther9~ I think, we will 
continue to play a considerabl~ part~ as w9 ar~ now doing in connection 
with strat9gic and critical materials in ~ffect as a service agency for 
the IvMnitions Board. In that case, the Munitions Board pretty much 
lays down th~ rul3s of the gam~ as towhat is to be purchased and what 
is to be stockpiled, and w3 do the job for it. That is a program which, 
as I said b~,fore, antedated Public Law 152~ 

Q UZ~STION: Has the overhead cost of 12 percent be3n 31iminat~d 
from your operating procedur9s? 

MR. TLLIOTT: That is a very interesting question. I am sorry 
that. l did not speak about that before. Of tours% the cost cannot b9 
aliminated. Th~ charg~ may b~ 9liminat~d, but there is going to b~ an 
3 x p s  n s , ~ .  
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Public Law 152 provides, in connection with th~ C~n~ral Supply 
Fund, that tha General Sarvices Administration may, in establishing 
prices to oth~,r ag~noies, charge dir.~ct costs, but that w~ ours31ves 
at3 to bear indirect items of expense, which w~ will g~t from appropriated 
monies. Our accountants and tha Buraau of the Budgat~s accountants hay9 
b3~n going into that. ~y guess is that under the present law it will 
run to about 7 percent. 

Ther~ is soma thinking for the, future of the possibility of 
further legislation which would ~liminata that charg3 completely. It 
would, howavar~ tak~ further 13~islation, and I don't believe th? thinking 
has finally solidified on that point. But und3r the present law~ as I 
say , w~ b~ar thB overhead charges, which w3 are to get from appropriations~ 
and are allowed to, and I would say, in eff3ct, hav~ to, chargB direct 
costs. So that instead of 12 percent, for thB time b3ing, it will 
probably run about 7 or 8 percsnt. 

QUESTION: May I pursue that just a littlB furth3r? The various 
organizations of th9 Gov3rnmant usually buy from corporations that hav9 
standard pric~s, in oth3r words, the pric3 which th3 Army~ Navy, and 
Air Forc~ g3t would b3 ths s a~3 prio~ as th3 GSA would be ablB to gat on 
a standard item. Take a transformar as . an ~xampl3. You h.~v9 to charge 
7 p~ro3nt to th3 Air Forca, th~ Navy, or th3 Army over and above ths 
price which they themselves would h~v? to pay for that it3m. SO they 
can buy 7 p3rc~Bnt ch3aper on th~ board. 

~[R. ~LLIOTT: I am not quit9 sure I would ag~9~ with that, for 
two reasons. One is that we think, under som~ of our standard open-and 
contracts, that w~ do get som3~hat of a b3tt3r pric3 than, perhaps, a 
dep~rtmant would get for a spot use. I am sur~ that is tru~ in soma 
i~ems~ but it may not ba true in oth3r items. I can m3ntion s3v~ral 
where it is true. Secondly, th3r9 is th3 matter of stocking and having 
thas~ supplies of one kind or anothar, such as transf6rm~rs, available. 
Perhaps th3 D3partment of th3 Navy, at on3 post, could go to a stor~ 
and buy a transformer at the sam3 Pric3, but tb3Navywould hav~ to do 
cartain stocking of that for its us~, so that it would incur an ~xpanss 
whiDh would b3 equival3nt to th3 7 p3rc~nt handling charg9, 

It is ouz thinking at ~ as~ that th3 handlin~ charge is something 
that we are b~aring for ? p3rc~nt that, perhaps, would cost an individual 
ag3ncy more, on top of th3 pric3. 

I would like to r~3ntion, in that r3spsot, tires as an illustra- 
tion of wh,3r3 w9 dafinit31y hay9 a'cheap3r price because w9 hay3 a 
contract with som9 indap3nd3nts~ Unfortunately, s lot of agsnoias--I 
think it ~ is more nearly true of th~ civilian ag3nciBs--ar3 not buying 
those tir3s, except for ~margsncy purposes, th3 reason being that, if 
thsy buy a standard-brand item which has dealers all over the country, 
thBy can gBt tir3s put on fr~e. 
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QU3STION: There is some thought that we in this country generally 
follow the British lead by about 25 or 50 years. With that in mind, 
could you give us some thoughts of comparison or contrast between the 
General Services Administration and the Ministry of Supply in Great 
Britain? 

MR. ~LLIOTT: I am sorry, but that is a question I am just gozng 
to hays to duck, not because I am afraid of it, but because I am 
completely ignorant of the operations of the ~inistry of Supply. 

COValeNT: I would just like to say that~ as I se~ it, there is 
no relationship or likeness at all between General Services Administra- 

tion and the Ministry of Supply. 

MR. 3LLIOTT: Thank you. 

COLON3L }~cCI~LOCH: Sir, in n~eeting your assigned responsibilities 
in acting as a clsaring house in transmitting information relating to 
the efficiencies or inefficiencies of any procurement policy or practice 
followed in any of th~ various agencies, won't you necessarily have to 
set up som~ sort of inspection service to gst the information that you 
need in order to transmit it to other agencies? 

MR. ELLIOTT: You put me on the spot a little with that one, 
Colonel. I think the answer is "yes," but, of course, an inspection 
s~rvic3 is a bit like an accordion; You can expand it to have a whole 
swarm of secret aggnts snooping into everybody's busin3ss--and that 
we are not going to do--or you can limit it to a few specialists who 
will follow up reports and who wiT1 sit down cooperatively with the 
opgrating people in th3 other aggncigs so that thBy can understand 
what is being don B. It is that latter typ~ that we wil~ have to do. 

I agree with you, of course, that ws cannot sit in an ivory 
towor and depend wholly on reports. W~ must have p~ople going around, 
but I want to ~mphasiz3 that those p~opl~ are not going around so much 
in the role of oolic~m~n as they are going around in the role of consul- 
tants and specialists to hglp p~opl~. 

QU~STION: Sir, doesn't that duplicate one of th3 functions Of 

th~ Bureau of the Budggt? 

~.. ~LLIOTT: NO, not in property manag3mhBnt. Th~ Bureau of 
th~ Budgst had to, and wi~l continu~ to~ op:3rat,B in a gr3at many top- 
managsmgnt fields bBcause no oth?r agency was set up to do it. Th~ 
Bureau has done an admirabl~ job of st~pping into th~ br~ach and holding 
it where ther~ has bgen a vacuum. But now, with th~ passags of Public 
Law 152 and thB creation of ths GBneral G~rvicss Administration, it is 
9xpected that th~ GBneral Services Administration will perform, for the 
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President, the manag~msnt activities in th~ field of supply, utiliza- 
tion, and disposal of property, and that the, Bureau of the Budget will 
not operatw in that field. That, of course, is the view of the Bureau 
of the Budget too. 

Th~ Bureau will not wholly r~linquish its interest, naturally. 
~verybody is a man of good will, but th~r9 are bound to b~ areas of 
disagreement between th~ Administrator and other agencies--we hop9 there 
will be very little--and in thos~ areas, it is ~xp~cted that th~ Bureau 
of the Budget will sit down and, perhaps, act as an arbitrator. 

QUESTION: Mr. Elliott, you stated that your ,~mploy~es now 
number approximat~ly 22,000. Has ther~ b~en any rough es%imat~ made 
of what the total force will probably be wh9n you are fully impl~m~nting 
this new idea? 

~R. ~LLIOTT: I am afraid I will hav~ to giv~ you a ~,n~ral 
answer to that question rather than anything v~ry specific. At th~ 
immSdiat~ moment, w~ hav~ a slight r~duction in th~ number of personnel 
from th~ number w~. had on th~ first of July; th~ r~ason is that we are 
~limirLating th~ backlog of th-~ accumulated war surplus, p~opl~ are 
being let out. War Ass'~ts is b~ing liquidated. At th~ sam~ tim~, w~ all 
recogniz9 that it takes money to mnk,~ money, and it is going to tak~ 
p~opl~ to develop som~ of th~s9 new ar~as of which w~ wer~ speaking. 
It is going to tak~ p~opl, to sit down and study and work out many 
probl~ms. It is going to tak~ p~op%e to d~v~lop traffic management. 
It is going to tak~ p~opl~ to develop cataloging. How many:people-and 
how~ soo~% ~ doh't know. But, again, I f~l confid~nt that it is not 
going to mount into Shy astronomical figures. It will b~ mor~ in the 
nature of an accretion of a c~rtain number of peopl,~ who will b'~ 
specialists in developing tbes~ fields, providing th~ ground rules, 
and making th~ studi~s, rather than'a i~rg~ operating empire. 

I am afraid th':~t is the bast answer I Can give you, slr. 

QUESTION: Could you tell us briefly what the Administration's 
current views ar~ on th~ kind of contract settlement statut~ th~ 
Gov~rnm3nt ought to hav~? 

MR. ~LLIOTT: I am, not authorized to speak for ~h? Administra- 
tion. The most I can sa:y on I thnt is that conv3rsations mr9 curnsntly 
going on b~tween G?nBral services and the military d?partm~nts. W~ 
h~v~ c3rtain ideas as to principl~ ~. I am surs.it would b~ r~v~aling 
no secret to say thor it is likely th~ Comptro11~r GBn3ra! would not 
be in full accord with thos4 ideas° 

It is pr9liminary thinking at this point. %',:3 ar~ having those 
discussions, and our two agencies ar~ also going to discuss th3 matter 
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with the Bureau of the Budget. At some point, the Administration will 
make up its mind whether one is needed, and, if so, what kind. But at 
this point, I don't believe anybody could answer that question, because 
I doubt if it has b~sn put up to the President, and he is the one who 
will hays to make the final answer. 

QU~STION: How is this system going to operate in war, let us 
say, with respect to procurement of standard tires? Is the military 
going to pool its orders, give them to you, and leave up to you the 
problem of expansion of the rubber industry , or are you going to turn 
over your contracts, let us say, to the military procurement agencies 
and let them place their orders and indicate their delivery points, 
and all that sort of thing? 

NS~o ~LLIOTT. That is a very good question, sir, and son3 day 
it will be answered, but I am not the on~ to answer it today. That is 
one of the specific things that will hav~ to be devaloped in connection 
with the study of areas of understanding. All I can do is to advart 
to the statement of policy and the sentence in particular ~hiob~ I read 
before, the end of which says, "o..there are certain procurement areas 
and other araas of 3ffort...whare it wiil b.s important during p~ace 
and war for the military departments to continue to depend upon th~ 
G3naral Services Administrstiono" That is a stat3m~nt of principle, and 
it is going to b~ up to task forces from th~ ~o departments to sit 
down and work out by mutual agr3sm~nt the specifications that wil~ 
carry out that principle. 

~R. N~UNCY: ~¥~ are indebted to you this morning for coming down 
and being so patient with us and our questions. Parhaps you have 
gathered that some of your audienca haw~ rath~,r specific pr'obl3ms on 
which th~,y are preparing papers. Some of th,ir pointed questions 
this morning have been shapad to that end. 

We do very definitely thank you for coming,hers, and, on behalf 
.of the Commandant, the, faculty, and stud.ents of the Industrial Colleg~, 
I thank you sincerely. 

MR. ELLiOTT: Thank you all very much~ I would like to say in 
that connection that, if any of you have papers in which you hay3 
special problems r.91ating to General Services and you would iik~ to 
have further information; and if you will ~11 me, I don't pretend 
that I personally can supply the information, but I can always put you 
in touch with the parson who is the speOialist in that field in General 
Services and se.3 that h9 sits down to halp you if you need help. 

(23 Feb. 1950.-.-350)3. 
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C H A R T  9 

NATIONAL ARCHIVES AND RECORDS SERVICE 

RECORDS RETIREMENT 

EST IMATED COSTS AND S~,VINGS 

5 YEAR PROGRAM 

S A V I N G S  
/ : iLL  G:SA BUDGETED COS'I '$FOR 
RECORDS R E T I R E M E N T  AND 
RECORDS CENTERS 

( M I L L I O N S  O F  D O L L A R S I  

~ ,D, GENCY OFFICE SPACE ,EQUIP  M E N T  
. AND BUI LD ING MAINTAIN~,NCE COSTS 

19 5 0  I 951 19~2 195~ 
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