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Major General Robert P. H011is: USA, Commanding General, 
P h t l a d e l p } ~ , i a ' Q u a r t e r m a s t e r  Depot ,  was  b o r n  in  L a f a y e t t e ,  I nd i ana ,  
25 F e b r u a r y  1901. He a t t e n d e d  P u r d u e  U n i v e r s i t y  f o r  one y e a r ,  1918; 
was  g r a d u a t e d  f r o m  the U n i t e d  S t a t e s  N a v a l  A c a d e m y ,  1922; F i e l d  
A r t i l l e r y  School ,  1928; Q u a r t e r m a s t e r  School ,  1936; C o m m a n d  and 
G e n e r a l  Staff  C o l l ege ,  1940; and the I n d u s t r i a l  C o l l e g e  of the  A r m e d  
F o r c e s ,  1947. He w a s  appo in t ed  s e c o n d  l i e u t e n a n t ,  F i e l d  A r t i l l e r y  
in  J a n u a r y  1923; was  d e t a i l e d  to the Q u a r t e r m a s t e r  C o r p s  in  1935 and 
t r a n s f e r r e d  on 14 M a y  1938. He was  o f f i c e r - i n - c h a r g e ,  M a n u f a c t u r i n g  
D iv i s ion ,  P h i l a d e l p h i a  Q u a r t e r m a s t e r  Depot ,  a s s i s t a n t  to d e p a r t m e n t  
q u a r t e r m a s t e r ,  P a n a m a  C a n a l  D e p a r t m e n t ;  two y e a r s  at  H e a d q u a r t e r s ,  
ASF,  in  Stock C o n t r o l  and  D i s t r i b u t i o n ;  he s e r v e d  s u c c e s s i v e l y  in  the 
Off ice  of the  C h i e f  Q u a r t e r m a s t e r  as  OIC of the  P e t r o l e u m  and  F u e l s  
D i v i s i o n ;  ch i e f  of o p e r a t i o n s  at  F r a n k f u r t ,  G e r m a n y ,  and  f i n a l l y  as  
t h e a t e r  c h i e f  q u a r t e r m a s t e r ,  E u r o p e a n  T h e a t e r .  He was  on du ty  L, 
the  OQMG as  ch ie f ,  P u r c h a s e  C o n t r o l  B r a n c h ,  Supply  D iv i s ion ,  then  
two and o n e - h a l f  y e a r s  a s  ch ie f ,  P e r s o n n e l  and  T r a i n i n g  D i v i s i o n .  On 
19 A p r i l  1951 he  a s s u m e d  duty  as  c h i e f  of the  Supply  D i v i s i o n .  He was  
a p p o i n t e d  B r i g a d i e r  G e n e r a l  on 28 J u l y  1951. G e n e r a l  Ho l l t s  a s s u m e d  
c o m m a n d  of the New Y o r k  Q u a r t e r m a s t e r  P r o c u r e m e n t  A g e n c y  in  New 
Y o r k  C i t y  on 12 N o v e m b e r  1951. Upon i t s  a c t i v a t i o n ,  G e n e r a l  H o l l i s  
was  appo in t ed  a s  ch i e f  of a g e n c y  s t a f f  of the  A r m e d  S e r v i c e s  T e x t i l e  
and  A p p a r e l  P r o c u r e m e n t  A g e n c y - - a  jo in t  a c t i v i t y .  Upon d e a c t i v a t i o n  
of A S T A P A  on 1 N o v e m b e r  1953, he a s s u m e d  c o m m a n d  of the  New 
Y o r k  Q u a r t e r m a s t e r  P u r c h a s i n g  A g e n c y  in  New York .  On 1 June  1954 
he a s s u m e d  h i s  p r e s e n t  c o m m a n d .  
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C O L O N E L  BAIRD: A d m i r a l  Hague,  m e m b e r s  of the c l a s s :  Gen-  
e r a l  of the A r m y  O m a r  B r a d l e y ,  in the  e a r l y  and h e c t i c  days  of the  
A f r i c a n  c a m p a i g n ,  s t a t e d  that  the t e c h n i c a l  s e r v i c e s ,  hav ing  q u a l i f i e d  
m e n  t r a i n e d  in the a r t  and  t e c h n i q u e s  of m i l i t a r y  p r o c u r e m e n t ,  and 
t h e n  h a v i n g  s o l d i e r s  on the b a t t l e f i e l d  w e l l  t r a i n e d  in  supp ly  d i s c i p l i n e ,  
any  c o m m a n d e r  cou ld  deve lop  a f igh t ing  f o r c e  c o m p a r a b l e  wi th  the b e s t .  

I m e n t i o n  the  s t a t e m e n t  of G e n e r a l  B r a d l e y  th is  m o r n i n g  b e c a u s e  
o u r  d i s t i n g u i s h e d  gues t  s p e a k e r  fu l f i l l s  the f i r s t  q u a l i f i c a t i o n  to w h i c h  
G e n e r a l  B r a d l e y  r e f e r r e d .  

You wi l l  r e c a l l  that  l a s t  w e e k  Mr .  Rockwel l ,  who is the  C h a i r m a n  
of the B o a r d  of the  R o c k w e l l  M a n u f a c t u r i n g  Company ,  spoke  to us on 
the  s u b j e c t  of " C o o r d i n a t e d  P r o c u r e m e n t ,  " m e n t i o n e d  an o f f i ce r ,  
though not by  n a m e ,  who, in  h i s  opinion,  was  a s p e c i a l i s t ,  was  m o s t  
c a p a b l e  and  e n t h u s i a s t i c  and ou t s t and ing ,  and  was  v e r y  d e s i r o u s  of do-  
ing  an e x p e r t  job as  the C o m m a n d i n g  G e n e r a l  of the A r m e d  S e r v i c e s  
T e x t i l e  and  A p p a r e l  P r o c u r e m e n t  A g e n c y  (ASTPA).  The  m a n  to w h o m  
Mr .  R o c k w e l l  r e f e r r e d  was G e n e r a l  Hol l i s .  

G e n e r a l  HoLlis ha s  spen t  a c o n s i d e r a b l e  a m o u n t  of h i s  m i l i t a r y  
s e r v i c e  on the  f i r i n g  l ine  of p r o c u r e m e n t .  He knows  w e l l  the  h e a r t a c h e s  
and  the  h e a d a c h e s  and the h a z a r d s  wh ich  a r e  the  lot  of the  c o n t r a c t i n g  
o f f i c e r .  I ~ s  op in ion  in  the f i e ld  of p r o c u r e m e n t  today  is  h igh ly  r e -  
s p e c t e d .  

We a r e  m o s t  f o r t u n a t e  in  hav ing  as ou r  g u e s t  s p e a k e r  th is  m o r n -  
ing  a g r a d u a t e  of the I n d u s t r i a l  CoLlege and the  C o m m a n d i n g  G e n e r a l  
of the Q u a r t e r m a s t e r  Depot  in  P h i l a d e l p h i a .  G e n e r a l  Ho l l i s .  

G E N E R A L  HOLLIS:  A d m i r a l  Hague ,  C o l o n e l  B a i r d ,  m e m b e r s  of 
the  s ta f f  and  f acu l ty  of the  I n d u s t r i a l  C o l l e g e ,  and s t u d e n t s  of the I n d u s -  
t r i a l  C o l l e g e :  I have  b e e n  a s k e d  to s p e a k  to you th i s  m o r n i n g  on the 
g e n e r a l  s u b j e c t  of p r o c u r e m e n t  by  the  a r m e d  s e r v i c e s .  I p r o p o s e  to 
d i s c u s s  th i s  topic  u n d e r  four  g e n e r a l  h e a d i n g s ,  as  fo l lows :  
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1. A b r i e f  r e s u m e  of the laws ,  r e g u l a t i o n s ,  and p o l i c i e s  u n d e r  

wh ich  p r o c u r e m e n t  a c t i v i t i e s  o p e r a t e .  

2. C u r r e n t  t r e n d s  in  p r o c u r e m e n t  wi th in  the D e p a r t m e n t  of 
D e f e n s e  (DOD). 

3. The c o o r d i n a t i o n  of p r o c u r e m e n t  a m o n g  the a r m e d  s e r v i c e s .  

4. Some  of the  m a j o r  p r o b l e m s  which  c o n f r o n t  the ch i e f  of a 
f i e ld  p r o c u r e m e n t  agency .  

A wide  d i v e r s i t y  of laws  and r e g u l a t i o n s  m u s t  be  a d h e r e d  to in  
c a r r y i n g  out any  p r o c u r e m e n t  m i s s i o n .  I have  a c h a r t  wh ich  shows  
the b a s i c  s o u r c e s  of p r o c u r e m e n t  a u t h o r i t y .  (Cha r t s  w e r e  not r e -  
p r o d u c e d ,  ) 

The  b a s i c  law, the  A r m e d  S e r v i c e s  P r o c u r e m e n t  Act ,  was  e n a c t e d  
by  C o n g r e s s  in 1947 and p r o v i d e s  p r i n c i p a l l y  fo r  n e g o t i a t i o n  in  p e a c e -  
t i m e ,  in  a d d i t i o n  to the  t r a d i t i o n a l  m e t h o d  of f o r m a l  a d v e r t i s e m e n t ,  
when  such  a r e s o r t  i s  in  the b e s t  i n t e r e s t  of the G o v e r n m e n t .  S e v e n t e e n  
d i f f e r e n t  t ypes  of c i r , ~ u m s t a n c e s  a r e  c i t e d  in the  law as  a b a s i s  f o r  i n -  
yok ing  th i s  a u t h o r i t y .  In a p e r i o d  of n a t i o n a l  e m e r g e n c y ,  th i s  law in -  
v e s t s  b r o a d e r  p o w e r s  in d e p a r t m e n t a l  m a n a g e m e n t .  The  law f u r t h e r  
a u t h o r i z e s  g o v e r n m e n t a l  f i n a n c i a l  a id  to be e x t e n d e d  in the  f o r m  of 
a d v an ce  p a y m e n t s  in  o r d e r  to p e r m i t  c o n t r a c t o r s  to c a r r y  out t h e i r  
c o n t r a c t s ,  wh ich  they  m i g h t  o t h e r w i s e  be u n a b l e  to s u b s i d i z e .  

F o r  the  p u r p o s e  of i n s u r i n g  u n i f o r m  a p p l i c a t i o n  of the  A r m e d  
S e r v i c e s  P r o c u r e m e n t  Act  of 1947, the S e c r e t a r i e s  of the A r m y ,  - Navy,  
and A i r  F o r c e  jo in t ly  i s s u e d  the A r m e d  S e r v i c e s  P r o c u r e m e n t  Regu-  
l a t ion  in May 1948. The S e c r e t a r y  of D e f e n s e  adop t ed  th is  r e g u l a t i o n  
and in Augus t  1953 d e l e g a t e d  h is  a u t h o r i t y  and r e s p o n s i b i l i t y  f o r  r e g u -  
l a t i ng  the p r o c u r e m e n t  func t ion  to the A s s i s t a n t  S e c r e t a r y  of D e f e n s e  
f o r  Supply and  L o g i s t i c s .  

The  A r m e d  S e r v i c e s  P r o c u r e m e n t  R e g u l a t i o n  d e t a i l s  the  p r o c e -  
d u r e s  f o r  h a n d l i n g  c e r t a i n  t ypes  of p r o b l e m s ,  wh i l e  f o r  o t h e r  a r e a s  
the  p r o c e d u r e s  a r e  lef t  to the d i s c r e t i o n  of e a c h  d e p a r t m e n t .  E a c h  
d e p a r t m e n t  has  in t u r n  i m p l e m e n t e d  th i s  r e g u l a t i o n  by  i s s u i n g  i t s  own 
d e p a r t m e n t a l  p r o c e d u r e s .  In a d d i t i o n  the v a r i o u s  b u r e a u s  and t e c h n i -  
ca l  s e r v i c e s ,  b a s e d  on DOD d i r e c t i v e s ,  have  i s s u e d  s u p p l e m e n t a l  
i n s t r u c t i o n s  fo r  the gu idance  of t h e i r  own c o n t r a c t i n g  o f f i c e r s .  



C o n s i d e r i n g  the n u m b e r  of s o u r c e s  of p r o c u r e m e n t  pol icy ,  p r o c e -  
dure,  and au tho r i t y  s t e m m i n g  f r o m  s ta tu tes ,  Execu t ive  o r d e r s ,  DOD 
d i r e c t i v e s ,  joint  and ind iv idua l  s e r v i c e  r egu la t ions ,  and bu reau  and 
t e c h n i c a l  s e r v i c e  i m p l e m e n t i n g  i n s t r u c t i o n s ,  i t  i s  not s u r p r i s i n g  that  
a c o n t r a c t i n g  of f icer  o c c a s i o n a l l y  f inds h i m s e l f  fo rced  to choose  be -  
tween two a p p a r e n t l y  somewha t  i n c o n s i s t e n t  manda t e s .  

Delega t ion  of a u t h o r i t y  to make  f ina l  d e t e r m i u a t i o n  on p r o c u r e m e n t  
m a t t e r s  d i f fe r s  wide ly  among the d e p a r t m e n t s ,  and even  among  the 
b u r e a u s  and t echn ica l  s e r v i c e s  of each  depa r tmen t .  The comple t ion  of 
p r o c u r e m e n t  ac t ions  i s  n e c e s s a r i l y  p ro longed  in  those  c a s e s  w h e r e  the 
a u t h o r i t y  to make f ina l  dec i s ions  i s  r e s e r v e d  by  h i g h e r  eche lons  of 
c ommand.  

As to the bas i c  po l i c i e s  which unde r l i e  the p r o c u r e m e n t  function,  
i t  i s  the objec t ive  of each d e p a r t m e n t  to u se  that  me thod  of p r o c u r e m e n t  
which wi l l  be mos t  advantageous  to the G o v e r n m e n t - - p r i c e ,  qual i ty ,  
and o the r  f ac to r s  cons ide red .  Although f o r m a l  a d v e r t i s i n g  does not 
p e r m i t  the s a m e  f l ex ib i l i t y  iden t i f i ed  with the nego t i a ted  method,  i t  
does lend i t s e l f  to a v e r y  o r d e r l y  p r o c u r e m e n t  p r o c e d u r e .  Th i s  me thod  
a s s u r e s  ful l  and f r ee  compe t i t ion  in that  i t  r e q u i r e s  s e a l e d  b ids  and 
public r ead ing  of bids,  and p r e s c r i b e s  that  a w a r d s  be made  on the b a s i s  
of the lowest  o v e r a l l  cos t  to the G o v e r n m e n t - - p r i c e ,  d i scounts ,  t r a n s -  
por ta t ion ,  and o the r  f a c t o r s  cons ide red .  

When the negot ia ted  method  of e f fec t ing  p r o c u r e m e n t  i s  u t i l i zed ,  
the po l i cy  is  to award  f i x e d - p r i c e  c o n t r a c t s  wheneve r  poss ib le ,  un-  
l e s s  o the r  p e r m i s s i b l e  types  a r e  demanded  by  compe l l i ng  c i r c u m -  
' s t ances .  However ,  unde r  no c i r c u m s t a n c e s  m a y  a c o s t - p l u s - a -  
p e r c e n t a g e - o f - c o s t  con t r ac t  be u t i l i zed .  The p r i m e  c o n t r a c t o r  i s  
f u r t h e r  p roh ib i t ed  f r o m  us ing  such a con t r ac t  with a s u b c o n t r a c t o r .  
It should  be e s p e c i a l l y  noted that  the a u t h o r i t y  to nego t ia te  does not in  
any way abso lve  the c o n t r a c t i n g  o f f i ce r  f r o m  h is  ob l iga t ion  to obtain 
wide compe t i t i on  and to ach ieve  the lowest  p o s s i b l e  cos t  to the Govern-  
ment ,  save  in the excep t iona l  and fu l ly  suppor ted  c a s e s  of sole  supp l i e r ,  
b r o a d e n i n g  the i n d u s t r i a l  b a s e ,  o r  cont inuing in p roduc t ion  an e s s e n t i a l  
f ac i l i t y  which is  m a n u f a c t u r i n g  a c r i t i c a l  i t em.  

R e g a r d l e s s  of the method  of p r o c u r e m e n t  employed,  an award  
m a y  be made  only to a r e s p o n s i b l e  b idde r  who has  submi t t ed  a r e s p o n -  
s ive  bid.  
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In the ca se  of nego t ia ted  p r o c u r e m e n t ,  devia t ions  f r o m  app l icab le  
spec i f i ca t i ons  a r e  accep tab le  dur ing  the p e r i o d  of negot ia t ion ,  p r o -  
v ided  al l  o ther  b i d d e r s  a re  given equal  oppor tun i ty  to a l t e r  t h e i r  b ids ;  
but, unde r  f o r m a l  adve r t i s ing ,  in o r d e r  to c o n s i d e r  a bid as  r e s p o n -  
s ive  to an invi ta t ion,  a l l  e s s e n t i a l  r e q u i r e m e n t s  of the s p e c i f i c a t i o n s  
m u s t  be met ,  so that  t he r e  m a y  be no b r e a c h  of the i n h e r e n t  r i gh t s  of 
c o m p e t i t o r s .  

In  eva lua t ing  b ids  unde r  e i t h e r  type of p r o c u r e m e n t ,  some of the 
f a c t o r s  r e q u i r i n g  c o n s i d e r a t i o n  a re :  

1. Discoun ts  by v a r i o u s  b idde r s .  

2. The f r e igh t  on the end i t e m s  to mul t ip le  des t ina t ions .  

3. F r e i g h t  on G o v e r n m e n t - f u r n i s h e d  p r o p e r t y ,  when app l icab le .  

4. St ipula ted  economies  to be ach ieved  in the consumpt ion  of 
Gove rnmen t  a l lowances ,  in appl icable  c a s e s .  

5. B lock  b ids .  

6. S t ipula t ions  as  to minirnttrn a n d / o r  m a x i m u m  quant i t i e s ,  o r  
both, accep tab le  to the b idder .  

7. S t ipula t ions  by the b idde r  that  h is  i n s t an t  bid  wi l l  have  been  
inva l ida ted  in the event  that  h i s  p roduc t ive  c a p a c i t y  s h a l l  have been  
p r e e m p t e d  by an e a r l i e r  award  on an independent  inv i ta t ion  which was 
s t i l l  pending at the t ime the i n s t an t  bid was f i l l ed  out. 

In o r d e r  to a s s i s t  the c o n t r a c t i n g  o f f i ce r  in th is  h igh ly  complex  ana ly -  
s i s ,  s p e c i a l i s t s  in  the f ie ld  of cos t  and p r i c e  a n a l y s i s  a r e  p rov ided  
to adv ise  h im by eva lua t ing  b ids  in o r d e r  to a r r i v e  at the bid or  com-  
b ina t ion  of b ids  o f fe r ing  the lowes t  o v e r a l l  cos t  to the Governmen t .  

The s imu l t aneous  c o n s i d e r a t i o n  of so m a n y  v a r i a b l e s  has  r e n d e r e d  
this  ope ra t ion  so complex  that  the P u r c h a s i n g  Office under  m y  j u r i s -  
d ic t ion  has  a r r a n g e d  with the Nat iona l  Bureau  of S tandards  in Washington,  
D. C. j for  the u t i l i z a t i on  of the S tandard  E a s t e r n  Automat ic  Comput -  
ing mach ine .  We have had sp lendid  r e t u r n s  f r o m  th is  i nves tmen t ,  both 

t e r m s  of a s s u r a n c e  of a c c u r a c y  of the computa t ion  and in  t ime  saved  
i n  so lv ing  th i s  complex  a r i t h m e t i c a l  p r o b l e m  which r e l a t e s  d i r e c t l y  to 
the pe r i od  for  which options a re  of fe red  by b i d d e r s .  
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A f t e r  a c o n t r a c t  h a s  b e e n  a w a r d e d ,  the  c o n t r a c t i n g  o f f i c e r  is  

f a c e d  wi th  the  p r o b l e m  of c o n t r a c t  s u r v e i l l a n c e .  Day  by  day,  a n d  
c o n t r a c t  b y  c o n t r a c t ,  p r o b l e m s  a r i s e  w h i c h  r e q u i r e  the  i m m e d i a t e  
a t te r i t ion  of the c o n t r a c t i n g  o f f i c e r .  In m a n y  i n s t a n c e s  t h e y  a r e  r o u -  
t ine ,  as ,  f o r  e x a m p l e ,  the  r e l e a s e  of d o c u m e n t s  o r  e x p e d i t i n g  the  
a s s i g n m e n t  of an  i n s p e c t o r .  H o w e v e r ,  in  s o m e  i n s t a n c e s  the  p r o b l e m s  
m a y  i n v o l v e  the c o n s i d e r a t i o n  of a r e j e c t i o n  of a lot  of end  i t e m s ,  a 
r e q u e s t  f o r  a d e v i a t i o n  f r o m  s p e c i f i c a t i o n ,  o r  the i n t e r p r e t a t i o n  o r  
c l a r i f i c a t i o n  of a d r a w i n g  o r  s p e c i f i c a t i o n .  F a i l u r e  to a c t  p r o m p t l y  
upon  s u c h  r e q u e s t s  m a y  i m p e d e  the c o n t r a c t o r ' s  p r o g r e s s  in  p r o d u c i n g  
in  a c c o r d a n c e  wi th  the r e q u i r e d  d e l i v e r y  s c h e d u l e .  At  t i m e s  of p e a k  
p r o c u r e m e n t  w o r k l o a d s ,  the i m p o r t u n i t i e s  and  u r g e n c i e s  of i s s u i n g  
i n v i t a t i o n s  a n d  m a k i n g  a w a r d s  b e f o r e  the e x p i r a t i o n  of op t ions  so  f a r  
c o n s u m e  the  t i m e  and  a t t e n t i o n  of the  c o n t r a c t i n g  o f f i c e r  tha t  t h e r e  is  
a n a t u r a l  h u m a n  t e n d e n c y  f o r  m a t t e r s  of c o n t r a c t  a d m i n i s t r a t i o n  to t ake  
s e c o n d  p r i o r i t y .  R e p e r c u s s i o n s  f r o m  the  G o v e r n m e n t ' s  f a i l u r e  to t ake  
p r o m p t  a c t i o n  in  c o n t r a c t  a d m i n i s t r a t i o n  m a t t e r s  c a n  have  r e s u l t s  
w h i c h  a r e  fu l l y  as  d i s a s t r o u s  as  i n a d e q u a c i e ~  in  the i n i t i a l  a w a r d  of 
c o n t r a c t s ,  and  i t  i s  a d v i s a b l e  f o r  the p r o c u r e m e n t  a g e n c y  c h i e f  to a s s u r e  
h i m s e l f  by  i n t e r n a l  c h e c k s  tha t  the  m y r i a d  d e t a i l s  of c o n t r a c t  a d m i n i s -  
t r a t i o n  a r e  h a n d l e d  p u n c t u a l l y  and  e f f e c t i v e l y .  

P o s t  aud i t s  by  o u r  I n s p e c t o r  G e n e r a l ,  n u m b e r i n g ,  in  the  c a s e  of 
m y  own of f ice ,  s e v e r a l  h u n d r e d ,  h a v e  m a d e  a l m o s t  no c r i t i c i s m  of the  
c o n t r a c t u a l  o p e r a t i o n s  up to the  po in t  of a w a r d ,  but  h a v e  n o t e d  n u m e r -  
ous m i n o r  d i s c r e p a n c i e s  in  the  f i e l d  of c o n t r a c t  a d m i n i s t r a t i o n .  

T h e  w o r k a d a y  too l s  of the c o n t r a c t i n g  o f f i c e r  a r e  the  r e g u l a t i o n s  
and  the  c o n t r a c t  f o r m .  I have  a c h a r t  l i s t i n g  20 r e q u i r e d  c l a u s e s  
w h i c h  a r e  i n c o r p o r a t e d  in  e v e r y  f ixed  p r i c e  c o n t r a c t .  I w i l l  d e a l  wi th  
s o m e  of t h e m .  

S o m e  of t he se ,  s u c h  as  i t e m s  8, 12, and  15, a r e  law and  a r e  in 
e f f ec t  s u p e r s e d e d  by  the W a l s h - H e a l e y  A c t .  T h e y  a r e  s i m p l y  in  t h e r e  
b e c a u s e  no one h a s  e v e r  r e m o v e d  t h e m  f r o m  the  b o o k s ,  so  to s p e a k .  
O t h e r s  of t h e m  a r e  of the  u t m o s t  i m p o r t a n c e  and  a r e  v e r y  a l i ve  and  
v e r y  a c t i v e .  I w i l l  d i s c u s s  s o m e  of the  k e y  c l a u s e s  b r i e f l y .  Some  of 
t h e s e  c l a u s e s  a r e  admt rL i s t r a t ive  in  n a t u r e  and  s o m e  of t h e m  a r e  
r o o t e d  in s t a t u t e s .  

T h e  " A s s i g n m e n t  of C l a i m s  C l a u s e "  r e c i t e s  the  p r o t e c t i o n  g r a n t e d  
b y  C o n g r e s s  to l e n d i n g  i n s t i t u t i o n s  w h i c h  f i n a n c e  G o v e r n m e n t  c o n t r a c -  
t o r s  a g a i n s t  r e d u c t i o n  in  p a y m e n t s  on an a s s i g n e d  c o n t r a c t  a r i s i n g  
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f r o m  c l a i m s  outs ide the scope of the con t r ac t .  Notably,  it g ives  the 
bank  p r o t e c t i o n  aga ins t  c l a i m s  a r i s i n g  as a r e s u l t  of i t s  c u s t o m e r ' s  
bankrup tcy .  

The covenant  aga in s t  cont ingent  fees  was des igned  to e l i m i n a t e  
the " f i v e - p e r c e n t e r "  and the " inf luence  p e d d l e r "  f r o m  the scene ,  but 
does not af fect  e s t ab l i shed ,  l eg i t ima te  r e l a t i o n s  be tween  p r o p e r  s e l l i n g  
agents and Gove rnmen t  c o n t r a c t o r s .  

O the r  m a n d a t o r y  c l ause s  spec i fy  the changes  which m a y  be made  
by  the Gove rnmen t  without the c o n t r a c t o r ' s  consent ,  such as  changes  
in  spec i f i ca t i ons ,  in packing,  and in p lace  of de l i ve ry .  An equi table  
a d j u s t m e n t  in  c o n t r a c t  p r i c e  or  d e l i v e r y  t e r m s  is  r e q u i r e d  if  such  
changes  a r e  made .  

If the p a r t i e s  cannot  a g r e e  on the ad jus tmen t ,  ano the r  m a n d a t o r y  
c l ause  comes  into play,  the "Dispu tes  A r t i c l e .  " This  c l ause  is  ava i l -  
able  to the c o n t r a c t o r  in connec t ion  with any  d i s a g r e e m e n t  of fact ,  as 
d i s t inc t  f rom the law, r e l a t i n g  to the a d m i n i s t r a t i o n  of h is  c o n t r a c t  
with the Government .  Se t t l ement  of such d isputes  is  handled  by  m e a n s  
of a q u a s i - j u d i c i a l  ac t ion  be fore  a pane l  of the A r m e d  S e r v i c e s  B o a r d  
of Con t r ac t  Appeals ,  ac t ing  in the name of the a p p r o p r i a t e  d e p a r t m e n t a l  
s e c r e t a r y .  

Anothe r  r e q u i r e d  c lause  cove r s  the i n spec t i on  of the suppl ies  p ro-  
cu red .  In spec t ions  a re  handled  by ind iv idua l  s e r v i c e  o rgan iza t i ons ,  
such  as  the A r m y  Q u a r t e r m a s t e r  Inspec t ion  Serv ice ,  the Office of 
Nava l  M a t e r i a l ,  the Uni ted  Sta tes  Mar ine  Corps ,  or,  for  p e r i s h a b l e  sub-  
s i s t e n c e ,  the D e p a r t m e n t  of A g r i c u l t u r e  and the Surgeon G e n e r a l  of 
the A r m y .  Accep tance  of s u p p l i e s ' w h i c h  m e e t  spec i f i ca t ions ,  as  de-  
t e r m i n e d  by the i n s p e c t o r s ,  occu r s  m o r e  or  l e s s  as  a m a t t e r  of rout ine ,  
but r e j e c t i o n  of nonspec i f i ca t ion  supp l i e s  o f fe red  or  t h e i r  c o r r e c t i o n  
and accep tance  at a r educ t ion  in p r i ce ,  is  handled  by the c o n t r a c t i n g  
of f ice r .  

The W a l s h - H e a l e y  Publ ic  C o n t r a c t s  Act,  to which I r e f e r r e d ,  is  
a d m i n i s t e r e d  by the Depa r tmen t  of Labor ,  but it  has  v e r y  def ini te  e f fec ts  
on the a d m i n i s t r a t i o n  of DOD c o n t r a c t s .  In any c o n t r a c t  of a va lue  of 
10, 000 do l l a r s  o r  more ,  the c o n t r a c t o r  m u s t  ag ree  to confo rm to the 
p r o v i s i o n s  for  m i n i m u m  wages ,  m a x i m u m  hours ,  chi ld  labor ,  convic t  
labor ,  and safe  and s a n i t a r y  work ing  condi t ions  r e q u i r e d  by the act ,  
u n l e s s  an except ion  is  obta ined f r o m  the S e c r e t a r y  of Labor  for  the in-  
d iv idual  c a s e .  No con t r ac t  m a y  be made by the Gove rnmen t  with a 
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f i r m  which  h a s  b e e n  b a n n e d  f r o m  doing b u s i n e s s  wi th  the G o v e r n m e n t  
fo r  v i o l a t i o n  of the  wage  and h o u r  p r o v i s i o n s  of the ac t .  A c o n t r a c t o r  
m u s t  a l s o  be  a m a n u f a c t u r e r  o r  r e g u l a r  d e a l e r  i n  the s u p p l i e s  b e i n g  
p r o c u r e d  in  o r d e r  to c o m p l y  wi th  the  ac t ,  

E x e c u t i v e  O r d e r  10557, da t ed  3 S e p t e m b e r  1954, p r e s c r i b e s  a 
n o n d i s c r i m i n a t i o n  c l a u s e  fo r  c o n t r a c t s  e n t e r e d  in to  b y  the D e p a r t m e n t s .  
T h i s  c l a u s e  i s  m a n d a t o r y  fo r  aH c o n t r a c t s  i n v o l v i n g  l a b o r  e x c e p t  t hose  
to be  p e r f o r m e d  ou t s ide  the c o n t i n e n t a l  l i m i t s  of the  U n i t e d  S t a t e s ,  
w h e r e  no r e c r u i t m e n t  of w o r k e r s  wi th in  the c o n t i n e n t a l  U n i t e d  S t a t e s  i s  
invo lved ,  and t hose  to m e e t  s p e c i a l  r e q u i r e m e n t s  o r  e m e r g e n c i e s ,  i f  
r e c o m m e n d e d  b y  the C o m m i t t e e  on G o v e r n m e n t  C o n t r a c t s .  

T h i s  c l a u s e  o b l i g a t e s  the c o n t r a c t o r  not to d i s c r i m i n a t e  a g a i n s t  a n y  
e m p l o y e e  o r  a p p l i c a n t  fo r  e m p l o y m e n t  b e c a u s e  of r a c e ,  r e l i g i o n ,  c o l o r ,  
o r  n a t i o n a l  o r i g i n ;  to i n s e r t  a s i m i l a r  p r o v i s i o n  in h i s  s u b c o n t r a c t s ,  
e x c e p t  t hose  f o r  s t a n d a r d  c o m m e r c i a l  s u p p l i e s  o r  r a w  m a t e r i a l s ,  and  
to pos t  in  c o n s p i c u o u s  p l a c e s ,  a v a i l a b l e  to e m p l o y e e s  and a p p l i c a n t s  
fo r  e m p l o y m e n t ,  n o t i c e s  f u r n i s h e d  b y  the c o n t r a c t i n g  o f f i c e r .  

One f u r t h e r  c l a u s e  d e s e r v i n g  of c o m m e n t  i m p l e m e n t s  a s t a t u t e  
which  h a s  g iven  r i s e  to a c o n s i d e r a b l e  amoun t  of p u b l i s h e d  c r i t i c i s m ,  
the  B u y  A m e r i c a n  Act .  In s u b s t a n c e ,  t h i s  ac t  r e q u i r e s  the  c o n t r a c t i n g  
o f f i c e r  to r e j e c t  b ids  o f f e r i ng  f o r e i g n  s u p p l i e s  u n l e s s  t h e y  a r e  not  
a v a i l a b l e  f r o m  the U n i t e d  S t a t e s  s o u r c e s  o r  the p r i c e  of the d o m e s t i c  
p r o d u c t  i s  u n r e a s o n a b l e .  A n o t h e r  i m p o r t a n t  e x c e p t i o n  i s  t ha t  i t  n e e d  
not  be  a p p l i e d  when  i n c o n s i s t e n t  wi th  the publ ic  i n t e r e s t .  A r e c e n t  
E x e c u t i v e  o r d e r  h a s  a m e n d e d  the d i f f e r e n t i a l  f o r m u l a e  w h i c h  m a y  be  
a p p l i e d  in  c o n s i d e r i n g  b ids  on f o r e i g n  m a t e r i a l ,  

T h e s e  l i m i t a t i o n s  of the  Buy  A m e r i c a n  Act  a r e  c a r r i e d  e v e n  f u r t h e r  
wi th  r e s p e c t  to a r t i c l e s  of food, c lo th ing ,  cot ton ,  and wool  b y  the so -  
c a l l e d  B e r r y  A m e n d m e n t s  to the D e f e n s e  A p p r o p r i a t i o n  A c t s  s i n c e  1953, 
w h i c h  r e q u i r e  tha t  such  i t e m s  be m a n u f a c t u r e d  o r  p r o d u c e d  f r o m  r a w  
m a t e r i a l s  g r o w n  o r  p r o d u c e d  in  the U n i t e d  S t a t e s .  U n d e r  the B u y  
A m e r i c a n  Act ,  a f i e ld  j a c k e t ,  f o r  i n s t a n c e ,  m i g h t  have  b e e n  p u r c h a s e d  
e v e n  though i t  c o n t a i n s  f o r e i g n  wool,  i f  the w e a v i n g  of the c lo th  and  the 
f a b r i c a t i o n  of the  g a r m e n t  a r e  p e r f o r m e d  in  the  U n i t e d  S t a t e s .  The  
B e r r y  A m e n d m e n t  c a r r i e s  tha t  one s t ep  f u r t h e r  and r e q u i r e s  tha t  the  
wool  f o r  tha t  j a c k e t  m u s t  be g r o w n  in  t h i s  c o u n t r y  u n l e s s  a s u f f i c i e n t  
q u a n t i t y  of d o m e s t i c  wool  i s  not  a v a i l a b l e  at U n i t e d  S t a t e s  m a r k e t  
p r i c e s .  
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C o n t r a c t  c l a u s e s  a l s o  i nc lude  a p r o h i b i t i o n  a g a i n s t  g r a t u i t i e s  by  

c o n t r a c t o r s  to G o v e r n m e n t  r e p r e s e n t a t i v e s .  Th i s  c l a u s e  s u p p l e m e n t s  
s t a t u t e s  and  r e g u l a t i o n s  g o v e r n i n g  r e l a t i o n s  of G o v e r n m e n t  o f f i c e r s  
and  e m p l o y e e s  wi th  c o n t r a c t o r s  w h i c h  f o r b i d  a f o r m e r  o f f i c e r  o r  e m -  
p l o y e e  f r o m  r e p r e s e n t i n g  a c o n t r a c t o r  i n  a m a t t e r  wi th  w h i c h  he  was  
c o n c e r n e d  whi l e  in  G o v e r n m e n t  emp loy ,  and  f o r b i d  a c t i o n s  by  o f f i c e r s  
o r  e m p l o y e e s  w h i c h  e v e n  give  the  a p p e a r a n c e  of c o l l u s i o n  o r  f a v o r i t i s m .  
S t r i c t  e n f o r c e m e n t  of a h igh  e t h i c a l  s t a n d a r d  a m o n g  p r o c u r e m e n t  p e r -  
s o n n e l  is  e s s e n t i a l  to s u c c e s s f u l  o p e r a t i o n s .  My  own po l i cy ,  w h i c h  I 
fo l low in  m y  own r e l a t i o n s  wi th  c o n t r a c t o r s ,  and  to  w h i c h  I d e m a n d  
a d h e r a n c e  f r o m  p e r s o n n e l  u n d e r  m y  c o m m a n d ,  p r e c l u d e s  the  a c c e p t a n c e  
of any  f a v o r  w h a t s o e v e r ,  r e g a r d l e s s  of v a l u e .  E v e n  the  a c c e p t a n c e  of 
an i n v i t a t i o n  to luncheon ,  w h i c h  is  m o r e  o r  l e s s  s t a n d a r d  p r o c e d u r e  i n  
p r i v a t e  b u s i n e s s  r e l a t i o n s  and  i s  p r o b a b l y  qui te  i nnocen t ,  c an  have  r e -  
p e r c u s s i o n s .  A d i s a p p o i n t e d  b i d d e r  goes  down to  a r e s t a u r a n t  f o r  
l u n c h e o n  and s e e s  m y  c o n t r a c t i n g  o f f i c e r  h a v i n g  lunch  wi th  the  s u c c e s s -  
ful  b i d d e r ;  he  i m m e d i a t e l y  d r a w s  a t o t a l l y  u n w a r r a n t e d  c o n c l u s i o n .  I 
t h ink  i t  i s  b e t t e r  to be a l i t t l e  r i g i d  in  that  p a r t i c u l a r  r e q u i r e m e n t . .  

In the s u r v e y  of c o n t r a c t  c l a u s e s ,  t h e r e  r e m a i n  two op t iona l  
c l a u s e s  to be no ted ,  the  '1Liquida ted  D a m a g e s  C l a u s e  ~v and  the  t~Advance 
o r  P r o g r e s s  P a y m e n t s  C l a u s e .  '~ In  the  p r o c u r e m e n t  of h i g h - p r i o r i t y  
i t e m s ,  i t  i s  s o m e t i m e s  u s e f u l  to s p e c i f y  tha t  a c e r t a i n  a m o u n t ,  u s u a l l y  
a f ixed  p e r c e n t a g e  of the  un i t  p r i c e ,  w i l l  be  d e d u c t e d  f o r  e a c h  d a y ' s  
d e l a y  in  d e l i v e r y  on the  s t i p u l a t e d  s c h e d u l e .  T h i s  t e n d s  to i n s u r e  m a x i -  
m u m  e f fo r t  by  the c o n t r a c t o r ,  but  does  c a u s e  a c e r t a i n  a m o u n t  of 
a d m i n i s t r a t i v e  c o m p u t a t i o n s  and,  not  i n f r e q u e n t l y ,  a d j u d i c a t i o n  of the  
c l a i m  of the c o n t r a c t o r  who m a y  c o n t e n d  that ,  i f  t h i s  o r  that  u n f o r t u n a t e  
e p i s o d e  had  not  happened ,  the de l ay  would  not  have  o c c u r r e d .  

When  th i s  c l a u s e  a p p e a r s  in the c o n t r a c t ,  i t  f r e q u e n t l y  h a p p e n s  
that  the  c o n t r a c t o r  is  able  to s e i z e  upon  s o m e  m i n o r  n e g l e c t  on the  
p a r t  of the  G o v e r n m e n t ,  o r  an ac t ion  by  a l a b o r  union,  o r  an  ac t  of 
God, o r  s o m e  o t h e r  c ause ,  to e s t a b l i s h  the d e l a y  as f a l l i ng  wi th in  the 
s o - c a l l e d  'Wexcusabletl c a t e g o r y .  If t h i s  i s  the  c a s e ,  the  c o n t r a c t i n g  
o f f i c e r  wi l l  a l m o s t  i n e v i t a b l y  be  r e q u i r e d  to r e m i t  the l i q u i d a t e d  d a m -  
a g e s  that  have  b e e n  w i thhe ld .  It h a p p e n s  of ten  enough,  but  we do not  
e m p l o y  i t  of ten.  

U n d e r  c e r t a i n  c i r c u m s t a n c e s ,  f i n a n c i n g  of a c o n t r a c t o r  by  m e a n s  
of a d v a n c e  p a y m e n t s  o r  p r o g r e s s  p a y m e n t s  on  a c o n t r a c t  m a y  be  in  
the  G o v e r n m e n t ' s  i n t e r e s t  if  s o u r c e s  of supp ly  a r e  l l r n i t ed  and the r e -  
q u i r e m e r A  is  p a r t i c u l a r l y  i m p o r t a n t .  
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The  i n c l u s i o n  in  the c o n t r a c t  of the  r e q u i r e d  c l a u s e s  and,  to  a 

c o n s i d e r a b l e  ex ten t ,  the  op t iona l  c l a u s e s  p r e v i o u s l y  m e n t i o n e d  i s  p a r t  
of the  a d m i n i s t r a t i v e  func t ion  of a p r o c u r i n g  a g e n c y .  The  r e q u i s i t i o n -  
ing  a g e n c y ,  on the  o t h e r  hand,  wh ich  n e e d s  the  s u p p l i e s ,  f u r n i s h e s  the  
s p e c i f i c a t i o n s  o r  p u r c h a s e  d e s c r i p t i o n s ,  the q u a n t i t i e s ,  s i z e s ,  and  
m e t h o d  of pack ing ,  the  d e l i v e r y  da t e s  and  p l a c e s ,  a n y  s p e c i a l  c o n t r a c t  
cL ' tuses  d e s i r e d  to be i nc luded ,  and the a l l o w a n c e  f o r  G o v e r n m e n t -  
f u r n i s h e d  p r o p e r t y ,  ff  u s e d .  I t  a l s o  c i t e s  the  a l l o c a t i o n  of funds  to p a y  
f o r  the  s u p p l i e s .  

I have  r e f e r r e d  two o r  t h r e e  t i m e s  to G o v e r n m e n t - f u r n i s h e d  p r o p -  
e r t y .  I t  i s  c u s t o m a r y  f o r  the  G o v e r n m e n t  to f u r n i s h  e x t e r i o r  f a b r i c s  
to m a n u f a c t u r e r s  of c l o t h i n g  and  e q u i p a g e .  T h i s  a r r a n g e m e n t  t e n d s  to  
s e c u r e  u n i f o r m i t y  of q u a l i t y  and  s h a d e ;  but ,  wha t  i s  e v e n  m o r e  i m p o r -  
tan t ,  i t  o v e r c o m e s  a v e r y  s e r i o u s  h u r d l e  fo r  the  c o n t r a c t o r  b e c a u s e  
the  m a j o r i t y  of c l o t h i n g  m a n u f a c t u r e r s  would have  i n s u f f i c i e n t  c a p i t a l  
to f i n a n c e  the  r a w - m a t e r i a l  i n v e n t o r y  w h i c h  i s  invo lved .  In  the p a s t ,  
e n d - i t e m  un i t  a l l o w a n c e s  of e a c h  c o m p o n e n t  s u p p l i e d  b y  the G o v e r n m e n t  
w e r e  p r e s c r i b e d  b y  the r e q u i s i t i o n i n g  a g e n c y .  

M o r e  t han  two y e a r s  ago, h o w e v e r ,  a c h a n g e  in  p r o c e d u r e s  w a s  
adopted ,  r e q u i r i n g  b i d d e r s  to e s t a b l i s h  t h e i r  .own a l l o w a n c e  of G o v e r n -  
m e n t - f u r n i s h e d  p r o p e r t y  r a t h e r  than  h a v i n g  s u c h  a l l o w a n c e s  f i xed  b y  
the  G o v e r n m e n t .  The  Goverr ,  m e n t - e s t a b l t s h e d  a l l o w a n c e  i s  s t a t e d  in  
the  i n v i t a t i o n  to b id  and the c o n t r a c t o r  i s  i n v i t e d  to b id  on a p e r c e n t a g e  
of tha t  a l l o w a n c e ,  not to e x c e e d  100 p e r c e n t .  The  old p r a c t i c e  gave  
l i t t l e  i n c e n t i v e  to a c o n t r a c t o r  to e f f ec t  m a x i m u m  p o s s i b l e  s a v i n g s  of 
G o v e r n m e n t  p r o p e r t y ,  s i n c e  he r e c e i v e d  no d i r e c t  b e n e f i t .  C o m p e t i t i o n  
b e t w e e n  b i d d e r s ,  b a s e d  on e f f i c i e n c y  of u s i n g  G o v e r n m e n t  p r o p e r t y °  as  
w e l l  a s  on  p r i c e  of the end  i t e m ,  h a s  shown  s u b s t a n t i a l  s a v i n g .  U s a g e  
in  e x c e s s  of the c o n t r a c t o r ' s  s t i p u l a t e d  a l l o w a n c e s  s u b j e c t s  the  c o n t r a c -  
t o r  to a c h a r g e  f o r  the  e x c e s s  m a t e r i a l  at r a t e s  .~ixed in  the  c o n t r a c t .  

The  SmaLl B u s i n e s s  A d m i n i s t r a t i o n  i s  a u t h o r i z e d  b y  l e g i s l a t i o n  to 
d e m a n d  tha t  s e l e c t e d  p r o c u r e m e n t s  be  s e t  a s i d e  f o r  a w a r d  to s m a l l -  
b u s i n e s s  c o n c e r n s  in  a c c o r d a n c e  wi th  e s t a b l i s h e d  c r i t e r i a .  

P r i o r  to r e j e c t i n g  a s m a l l - b u s i n e s s  c o n c e r n  w h i c h  i s  o t h e r w i s e  
r e s p o n s i b l e  and  wh ich  h a s  s u b m i t t e d  a r e s p o n s i v e  bid,  f o r  l a c k  of 
f i n a n c e s  o r  p l a n t  c a p a c i t y ,  the  c o n c u r r e n c e  of the  SmaLl B u s i n e s s  Ad-  
m i n i s t r a t i o n  m u s t  be ob ta ined  t h r o u g h  the r e p r e s e n t a t i v e  a s s i g n e d  to 
the  p r o c u r e m e n t  a g e n c y .  The S m a l l  B u s i n e s s  A d m i n i s t r a t i o n  i s  
a u t h o r i z e d  b y  law to i s s u e  a c e r t i f i c a t e  of c o m p e t e n c y  as  to a b i d d e r ' s  
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f i n a n c i a l  a n d ] o r  p lant  capac i ty .  Th i s  c e r t i f i c a t e  i s  conc lus ive  and 
b inding  upon the c o n t r a c t i n g  of f ice r .  

The  D i r e c t o r  of Defense  Mobi l i za t ion  has  some  t ime  ago i s s u e d  
Manpower  P o l i c y  No. 4 which e s t a b l i s h e s  r u l e s  fo r  the p r e f e r e n t i a l  
t r e a t m e n t  of c o n c e r n s  s u b s t a n t i a l l y  p e r f o r m i n g  c o n t r a c t s  in  d i s t r e s s e d  
l abo r  a r e a s .  

In the p r o c u r e m e n t  of t ex t i l e s ,  however ,  p r e f e r e n t i a l  t r e a t m e n t  
i s  g r an t ed  to those  m a n u f a c t u r e r s  who w a r r a n t  tha t  t h e i r  to ta l  weav ing  
ope ra t ion  dur ing  the p e r f o r m a n c e  of the c o n t r a c t  wi l l  not exceed  80 
hou r s  p e r  week.  In p l ac ing  c o n t r a c t s  unde r  t hese  p r i o r i t i e s ,  p r e f e r -  
ence i s  g iven  to s m a l l - b u s i n e s s  c o n c e r n s  p r i o r  to nego t i a t ing  with l a r g e -  
b u s i n e s s  c o n c e r n s .  

I t  is  not the funct ion  of the p r o c u r e m e n t  agency  to debate the va l i d i t y  
of the philosophy" on which these  p r o c e d u r e s  we re  made .  It is  s ign i f i can t  
to such  an  agency,  however ,  that  they  a r e  t ime and l abo r  consumlrlg.  
If a p a r t i a l  s e t - a s i d e  is  made  for  s m a l l  b u s i n e s s ,  one p r o c u r e m e n t  in  
effect  b e c o m e s  two. If the en t i r e  p r o c u r e m e n t  i s  se t  as ide  for  s m a l l  
b u s i n e s s ,  the p r o c u r e m e n t  agency  has  no a s s u r a n c e  that  op t imum quota-  
t ions  have  b e e n  r ece ived .  The t echn iques  p r e s c r i b e d  to admirLtster  
p r o c u r e m e n t  u n d e r  Manpower  P o l i c y  No. 4, p r e v i o u s l y  r e f e r r e d  to, 
r o u t i n e l y  r e q u i r e  double p r o c u r e m e n t .  

T h e r e  i s  a r e q u i r e m e n t  based  on the law that  c e r t a i n  e l e e m o s y n a r y  
a g e n c i e s  have  p r i o r i t y  ove r  r u n - o f - t h e - m i n e  b u s i n e s s  in Gove rnmen t  
c o n t r a c t s .  C e r t a i n  i t e m s  to be p r o c u r e d  a r e  r e q u i r e d  to be p u r c h a s e d  
f r o m  the F e d e r a l  P r i s o n  I n d u s t r i e s ,  I nc . ,  i n s t i t u t i ons  for  the blind,  
and the G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n  (GSA). Exc lud ing  p e r m i t t e d  
excep t ions ,  a spec i f ic  c l e a r a n c e  mus t  be obta ined p r i o r  to so l i c i t a t i on  
of b ids  o r  p r o p o s a l s  for  these  i t e m s  f rom p r iva t e  indus t ry .  

The Governmen t  has  t aken  cogn izance  of the fact  that  i t s  c o n t r a c t s  
o c c a s i o n a l l y  have d i s a s t r o u s  e f fec t s  upon c o n t r a c t o r s .  F o r  the pu r -  
pose  of g r an t ing  r e l i e f  to c o n t r a c t o r s  unde r  p r e s c r i b e d  c i r c u m s t a n c e s ,  
t i t le  II, F i r s t  War  P o w e r s  Act (as amended) ,  an Execu t ive  o rde r ,  
and p e r m i s s i v e  de lega t ions  au thor i ze  the D e p a r t m e n t  of the A r m y  to 
comple te  the fol lowing ac t ions :  

1. ~ m e n d m e n t  of c o n t r a c t s  without c o n s i d e r a t i o n  a c c r u i n g  to the 
Gove r n m e  nt. 
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2. C o r r e c t i o n  of c e r t a i n  u n i l a t e r a l  o r  m u t u a l  m i s t a k e s  in  
c o n t r a c  t s .  

1429 

3. F o ~ m ~ H ~ a t i o n  of i n f o r m a l  c o m m i t m e n t s .  

A u t h o r i t y  h a s  b e e n  d e l e g a t e d  to h e a d s  of p r o c u r i n g  a c t i v i t i e s - - s u c h  a s  
a c h i e f  of a t e c h n i c a l  s e r v i c e  w i th in  the A r m y - - t o  do the fo l lowing :  

i, Correct mutual ru~stakes and ambiguities in contracts within 
a limit of 50,000 dollars. 

2. A p p r o v e  c o n t r a c t s  f o r m a l i z i n g  i n f o r m a l  c o m m i t m e n t s  w i t h i n  
the l i m i t  of 50, 000 d o l l a r s .  

3. Deny applications for relief under title 11, First War Powers 
Act ,  w i t h i n  i t s  d i s c r e t i o n .  

All other actions coming within the purview of the authority cited above 
are reserved to the appropriate panel of the Armed Services Contract 
Adjustment Board. 

I think that ends up the dangerous discussion of laws and regulations, 
The next topic on which I want to touch Is "Certain Present Day Trends 
in Procurement." I have a slide which I would like to have you look at 
b r i e f l y .  

Those I want to discuss are: 

1. The  d e s i r e  t o w a r d  r e d u c i n g  s t o c k  l e v e l s  to an  i r r e d u c i b l e  
ro tn i rnum,  and  a c u t b a c k  to the  l e a s t  p o s s i b l e  f i g u r e  of q u a n t i t i e s  u n d e r  
c o n t r a c t .  

2. The  l i m i t a t i o n  of e x p e n d i t u r e s  and  r e d u c t i o n  of the  fund ing  c y c l e  
i n  o r d e r  to keep  the  m o n e y  u n d e r  o b l i g a t i o n  to the  m i n i m u m .  

3. The coordination of procurement as among the armed services. 

In  o r d e r  to  r e d u c e  i n v e n t o r i e s  on hand  to a rn~ntmum and  to e l i m i -  
n a t e  f r e i g h t  h a n d l i n g  and  s t o r a g e  c o s t s  to the g r e a t e s t  ex t en t  p o s s i b l e ,  
and  to r e d u c e  to a m i n i m u m  the  a m o u n t  of funds  u n d e r  ob l iga t ion ,  a 
d i v e r s i t y  of s p e c i f i c  p o l i c i e s  i s  c u r r e n t l y  i n  e f f ec t .  

11 



J_430 

In compl i ance  with d ic ta tes  of h ighe r  au thor i ty ,  sho r t  l e a d - t i m e  
i t ems ,  with the except ion  of mob i l i z a t i on  r e s e r v e ,  m a y  not be s tocked  
beyond  a t h r e e - m o n t h  l eve l  of consumpt ion ,  no r  is it  p e r m i s s a b l e  to 
h a v e  m o r e  than  a s i x - m o n t h  r e q u i r e m e n t  unde r  con t r ac t  at any given 

t i m e ,  

Cal l - t ype  and open-end  type con t r ac t s  mus t  be u t i l i zed  to the u t -  
m o s t  w h e n  c o m m e r c i a l - t y p e  i t e m s  a re  p r o c u r e d .  Ca l l - t ype  con t r ac t s ,  
a l though gua ran tee ing  a def in i te  quant i ty  and obl igat ing  a def ini te  
amount  of funds at  f ixed unit  p r i c e s ,  p rov ide  fo r  f l ex ib i l i t y  of d e l i v e r i e s  
and p e r m i t  the depots,  th rough  the con t r ac t i ng  of f icer ,  to o r d e r  s h i p -  
m e n t s  d i r ec t  to us ing  e l e m e n t s .  

Open-end  type c o n t r a c t s ,  on the o the r  hand, e s t i m a t e  a quant i ty  
to be p u r c h a s e d  without obl igat ing any funds,  without obl iga t ing  the 
C~ver~ment  to p lace  any o r d e r s ,  and p e r m i t  the p lac ing  of d e l i v e r y  
o r d e r s  d i r e c t l y  aga ins t  the con t r ac t .  F o r  c o m m o d i t i e s  of the a p p r o p r i -  
ate type, c a l l - t y p e  c o n t r a c t s  have worked  ef fec t ive ly .  The open-end  
t y p e  con t r ac t ,  on the o the r  hand, has  occa s ioned  some d i sappo in tmen t  
among b i d d e r s  when the e s t i m a t e d  quant i ty  s t ipu la ted  in the con t r ac t  
has  f a i l ed  to m a t e r i a l i z e  in t e r m s  of o r d e r s .  

This  was p a r t i c u l a r l y  t rue  in  one case  in which the s u c c e s s f u l  con-  
t r a c t o r  p rov ided  h i m s e l f  wtth o v e r s e a  packing  c a s e s  of spec i f i ca t i on  
type,  and then  r e c e i v e d  no o r d e r s  at a l l  fo r  the dura t ion  of h is  con t r ac t .  

I t ems  which wil l  not  lend t h e m s e l v e s  to these  types  of c o n t r a c t s  
a r e  p r o c u r e d  under  f i x e d - p r i c e  supply c o n t r a c t s  fo r  s h o r t  pe r iods ,  
u sua l ly  fo r  th ree  or  four  months .  

In addi t ion to the r e s t r i c t i o n s  ment ioned ,  the p lac ing  of con t r ac t s  
is  f u r t h e r  governed  by con t ro l s  upon the c e r t i f i c a t i o n  and ob l iga t ion  of 
funds. Funds  a re  a l lo t t ed  to cove r  p r o c u r e m e n t  needs  on a q u a r t e r l y  
b a s i s  in acco rdance  with a schedule  of p roposed  awards .  Funds  for  a 
p a r t i c u l a r  p r o c u r e m e n t  can  no longer  be c e r t i f i e d  a p p r e c i a b l y  in  an t i c i -  
pa t ion  of award .  This  p r o c e d u r e  is in tended to p e r m i t  m o r e  f l ex ib i l i ty  
in use of ava i lab le  funds and to p reven t  funds f rom being  f rozen  fo r  
pu rpose s  which may  not m a t e r i a l i z e .  E v e n  though a t echn ica l  s e r v i c e  
ch ie f  has  s u c c e s s f u l l y  defended h is  po r t i on  of the appropr i a t ion ,  he 
mus t  again  jus t i fy  the use  of such funds in the f o r m  of the q u a r t e r l y  
p r o c u r e m e n t  p r o g r a m  to s ecu re  the  r e l e a s e  of these  funds by a p p o r t i o n -  
ment  by  the Bureau  of the Budget.  
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The  q u e s t i o n  of c o o r d i n a t i o n  of p r o c u r e m e n t  a m o n g  the s e r v i c e s  
h a s  of r e c e n t  y e a r s  b e e n  g iven  m u c h  a t t e n t i o n  w i th in  the DOD and the  
C o n g r e s s .  T h e r e  a r e  f ive  p o s s i b l e  s o l u t i o n s  wh ich  c a n  be  u t i l i z e d  f o r  
t h i s  p r o b l e m  b y  the IX)D, e i t h e r  in  whole  o r  i n  p a r t .  T h e y  a r e  as  
shown in  t h i s  c h a r t .  

1. The  h i s t o r i c  p a t t e r n  of i ndependen t ,  u n c o o r d i n a t e d  a c t i o n  b y  
the i n d i v i d u a l  a r m e d  s e r v i c e s .  

2. The  dev ice  of i n f o r m a l  c o o r d i n a t i o n  of p r o c u r e m e n t  b y  m u t u a l  
a g r e e m e n t  b e t w e e n  two o r  m o r e  s e r v i c e s .  

3. J o i n t  conduc t  of t h e s e  a c t i v i t i e s  as  e x e m p l i f i e d  b y  the  ATmed  
S e r v i c e s  P e t r o l e u m  P u r c h a s i n g  A g e n c y  and  the A r m e d  S e r v i c e s  M e d i c a l  
P r o c u r e m e n t  Agency .  

4. The  a s s i g n m e n t  of p r o c u r e m e n t  r e s p o ~ : s i b i l i t y  to a s i n g l e  s e r v -  
i ce  as  the  a g e n t  of the o t h e r s .  

5. A s s i g n m e n t  of the r e q u i r e m e n t s  of a l l  the  a r m e d  s e r v i c e s  to 
~he GSA or  o t h e r  execu t ive  a g e n c y  of the  G o v e r n m e n t  i n  l i m i t e d  c o m -  
m o d i t y  f i e l d s ,  p r i m a r i l y  c o m m o n - u s e ,  c o m m e r c i a l - t y p e  i t e m s .  

No one  of t h e s e  s o l u t i o n s  i s  p e r f e c t  and the d e c i s i o n s  of the DOD 
in  t h i s  f i e l d  a r e  of n e c e s s i t y  gu ided  b y  the a p p l i c a t i o n  of c o m m o n s e n s e ,  
e x p e r i e n c e ,  and  good j udgmen t  to  the c o m m o d i t y  f i e l d  c o n c e r n e d .  

To c l a r i f y  the  i s s u e ,  i t  i s  m y  p e r s o n a l  c o n v i c t i o n  tha t  a g r e a t  d e a l  
of b e n e f i t  c an  be  a c h i e v e d  a t  low cos t ,  b y  s e t t i n g  off a g a i n s t  e a c h  o t h e r ,  
, r e q u i r e m e n t s  and  p r o p e r t y  e x c e s s e s  a m o n g  the s e r v i c e s  p r i o r  to i n i -  
t i a t i n g  p r o c u r e m e n t .  M y  r e m a r k s  h e r e  w i l l  a s s u m e  t h a t  t h i s  p r o j e c t  
h a s  b e e n  s u c c e s s f u l l y  c a r r i e d  t h r o u g h  and t ha t  the i s s u e  at  h a n d  r e l a t e s  
on ly  to the  f i e l d s  of p u r c h a s i n g ,  c o n t r a c t  a d m i n i s t r a t i o n ,  and  a c c e p t a n c e  
i n s p e c t i o n .  

D e a l i n g  wi th  e a c h  of t h e s e  in  tu rn ,  i t  i s  m y  b e l i e f  t h a t  the  v i c e s  
a t t r i b u t e d  to u n c o o r d i n a t e d  p u r c h a s i n g  have  b e e n  s o m e w h a t  o v e r e m p h a -  
s i z e d  in  the  p r e s s  a s  t h e y  r e l a t e  to a p e r i o d  of l i m i t e d  p r o c u r e m e n t  
wh ich  i s  l e~s  t han  t o t a l  n a t i o n a l  e f fo r t .  At the  t i m e  of fu l l  m o b i l i z a t i o n  
of the c o u n t r y ' s  r e s o u r c e s ,  h o w e v e r ,  and  u n d e r  c o n d i t i o n s  of an  o v e r -  
t a x e d  na t io~a~ e c o n o m y ,  the  s h o r t c o m i n g s  of u n c o o r d i n a t e d  p r o c u r e m e n t  
b e c o m e  m a g n i f i e d ;  t h i s  r e s u l t s  in  c o m p e t i t i o n  a m o n g  the s e r v i c e s ,  not 
on ly  a s  to p r i c e ,  but  in  d e m a n d s  fo r  f a c i l i t i e s  and  m a n p o w e r  to a d e g r e e  
tha t  w i l l  c r e a t e  s e r i o u s  n a t i o n a l  p r o b l e m s .  
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The  e x p e d i e n t  of i n f o r m a l  c o o r d i n a t i o n  of p r o c u r e m e n t  a m o n g  

the  s e r v i c e s  does  a m e l i o r a t e  t h e s e  c o n d i t i o n s  to  a c o n s i d e r a b l e  ex ten t .  
I t s  s h o r t c o m i n g  i s  tha t  it i s  d e p e n d e n t  on v o l u n t a r y  a g r e e m e n t  and  i t s  
s u c c e s s  i s  c o n d i t i o n e d  in  p a r t  on the  p e r s o n a l i t i e s  i nvo lved .  Any  
to t a l  c o l l a p s e  of such  c o o r d i n a t e d  e f fo r t  would  t h e n  b e c o m e  a p r o b l e m  
to be r e s o l v e d  by  the DOD by e d i c t  on a c a s e - b y , - c a s e  b a s i s ,  w h i c h  is  
an e x p e n s i v e  and  t i m e - c o n s u m i n g  p r o c e d u r e .  H o w e v e r ,  the  a u t h o r i t y  
to e n f o r c e  c o l l a b o r a t i o n ,  w h i c h  i s  now v e s t e d  in  the  A s s i s t a n t  S e c r e t a r y  
of  D e f e n s e  fo r  Supply and  L o g i s t i c s ,  m a y  avo id  the d i f f i c u l t i e s  i n h e r e n t  
in  th i s  so lu t ion .  

The  e s t a b l i s h m e n t  of a jo in t  p r o c u r e m e n t  a g e n c y  i s  not  n e c e s s a r i l y  
a p a n a c e a  fo r  a l l  t h e s e  p r o b l e m s .  The  fac t  that  i t e m s  a r e  p r o c u r e d  by  
a s i ng l e  a g e n c y  does  not  e l i m i n a t e  the n e c e s s i t y  fo r  a d e c i s i o n  as  to 
p r i o r i t y  a m o n g  s e r v i c e s  at  a t i m e  w h e n  c o m m o d i t i e s  a r e  i n a d e q u a t e  in  
supp ly  and  n e e d s  a r e  acu te .  B e c a u s e  jo in t  a g e n c i e s  a r e  n o r m a l l y  
g o v e r n e d  by a b o a r d  c o m p o s e d  of s e n i o r  r e p r e s e n t a t i v e s  of a l l  the con -  
c e r n e d  s e r v i c e s ,  t h e r e  i s  no a s s u r a n c e  that  q u e s t i o n s  of  s e r v i c e  p r e -  
r o g a t i v e  can  be r e s o l v e d  a t  that  l eve l ,  and e v e n  r o u t i n e  o p e r a t i o n  of 
the  jo in t  a g e n c y  m a y  be s l o w e d  down f r o m  t i m e  to t i m e  by  the  n e c e s s i t y  
to awa i t  the  e s t a b l i s h m e n t  of p o l i c y  by  such  a g o v e r n i n g  body.  

A l s o - - I  t h ink  th i s  m a y  be  a v e r y  s i g n i f i c a n t  c o m m e n t - - t h e r e  have  
b e e n  i n d i c a t i o n s  that  the  v a r i o u s  s e r v i c e s  do not  w e l c o m e  the  c r e a t i o n  
of such  jo in t  p r o c u r e m e n t  a c t i v i t i e s ,  on the t h e s i s - - a n d  I th ink  it  i s  a 
v e r y  s i n c e r e  o n e - - t h a t  t h e y  canno t  be  a d e q u a t e l y  r e s p o n s i v e  to the  n e e d s  
of an i n d i v i d u a l  s e r v i c e  s i nce  the a g e n c y  does  not  fa l l  w i th in  i t s  c o m m a n d  
j u r i s d i c t i o n .  

The  e x p e d i e n t  of s i n g l e - s e r v i c e  p r o c u r e m e n t  is  i n t e n d e d  to r e d u c e  
o v e r h e a d  and to s t r e a m l i n e  the  p r o c u r e m e n t  o r g a n i z a t i o n .  W h e t h e r  
t h e s e  b e n e f i t s  a r e  a lways  o b t a i n e d  has  b e e n  o c c a s i o n a l l y  q u e s t i o n e d .  
T h e  s h o r t c o m i n g  m o s t  of ten  a t t r i b u t e d  to it  i s  that  s i n g l e - s e r v i c e  p r o -  
c u r e m e n t  i s  not  so  i m m e d i a t e l y  r e s p o n s i v e  to the  f luc tua t ing  and  s o m e -  
t i m e s  u r g e n t  r e q u i r e m e n t s  of the  i n d i v i d u a l  c u s t o m e r  s e r v i c e s  wh ich  
a r e  d e p e n d e n t  upon i t  fo r  the  l i fe  b lood  of t h e i r  supply  as it would  be  ff  
i t  w e r e  an  a g e n c y  of the  i n d i v i d u a l  s e r v i c e  i t s e l f .  

An i m p o r t a n t  p r e c e d e n t  in  f a v o r  of th i s  m e t h o d  was  se t  in  F e b r u a r y  
1942 w h e n  the  Navy D e p a r t m e n t  s u b s c r i b e d  to an a g r e e m e n t  wi th  the  
A r m y ,  wh ich  then  i n c l u d e d  the  A i r  F o r c e ,  f o r  the  p r o c u r e m e n t  of p e r -  
i s h a b l e  s u b s i s t e n c e  fo r  ~]1 of the a r m e d  s e r v i c e s  by  t h e  A r m y  M a r k e t  
C e n t e r  S y s t e m .  I h a v e  n e v e r  h e a r d  it  r e l i a b l y  a s s e r t e d  that  t h i s  
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a c t i v i t y  h a s  p e r f o r m e d  o t h e r w i s e  than  c r e d i t a b l y  t h r o u g h o u t  i t s  e x i s t -  
ence ,  and i t  h a s  o p e r a t e d  g e n e r a l l y  to the c o m p l e t e  s a t i s f a c t i o n  of the  
c u s t o m e r  s e r v i c e s .  

A n y  s i g n i f i c a n t  t r a n s f e r  of p r o c u r e m e n t  and  w a r e h o u s i n g  f u n c t i o n s  
to GSA would  a p p a r e n t l y  r e q u i r e  a c o r r e s p o n d i n g  i n c r e a s e  in  f a c i l i t i e s  
and  p e r s o n n e l  b y  GSA. The m e r e  s u b s t i t u t i o n  of one F e d e r a l  s u p p l y  
d i s t r i b u t i o n  s y s t e m  fo r  a n o t h e r  does  not  in  i t s e l f  g u a r a n t e e  e q u i v a l e n t  
q u a l i t y  and  c o m p l e t e n e s s  of s e r v i c e  o r  l e ad  n e c e s s a r i l y  to g r e a t e r  
e c o n o m y .  I n i t i a l l y ,  a t  l e a s t ,  r e d u c e d  e f f e c t i v e n e s s  and  i n c r e a s e d  c o s t s  
cou ld  be  a n t i c i p a t e d  by  such  a t r a n s f e r  and i t  would  v i o l a t e  one of the 
b a s i c  p o l i c i e s  of the  DOD tha t  the  p r o c e d u r e s  and  m e t h o d s  of o p e r a t i o n  
f o r  the  s y s t e m  of s u p p l y  p r a c t i c a b l e  f o r  w a r  wiLl g o v e r n  t e c h n i q u e s  
u s e d  in  t i m e  of p e a c e .  

The  u t i l i z a t i o n  of GSA as  the p r o c u r i n g  agen t  fo r  the  m i l i t a r y  s e r v -  
i c e s  i n  c e r t a i n  c o m m e r c i a l - t y p e  c o m m o n - u s e  i t e m s  h a s  b e e n  g i v e n  
m u c h  s t u d y  w i th in  the DOD. It  h a s  s o m e  of the a d v a n t a g e s  and  a l l  of 
the  d i s a d v a n t a g e s  w h i c h  a r e  i n h e r e n t  i n  s i n g l e - s e r v i c e  p r o c u r e m e n t .  
The  s t o r a g e  p r o b l e m ,  m o r e o v e r ,  c e a s e s  to devo lve  upon a n y  of the  
a r m e d  s e r v i c e s ,  but  th i s  a r r a n g e m e n t  m a y  not  p r o v e  an  u n m i t i g a t e d  
blessing. 

T h e  l a s t  a s p e c t  of p r o c u r e m e n t  wh ich  I have  to p r e s e n t  t h i s  m o r n -  
i ng  c o n c e r n s  a d m i n i s t r a t i v e  p r o b l e m s  f a c e d  b y  the  ch i e f  of a f i e l d  p r o -  
c u r e m e n t  a g e n c y .  He i s ,  p e r h a p s  to a un ique  d e g r e e ,  s u b j e c t e d  to 
e x t r e m e  p r e s s u r e s  b r o u g h t  to b e a r  b y  b i d d e r s ,  c o n t r a c t o r s ,  b u s i n e s s  
and  t r a d e  a s s o c i a t i o n s ,  and e l e c t e d  o f f i c i a l s  on b e h a l f  of t h e i r  c o n s t i t u -  
e n t s .  R e p l i e s  to t h e s e  i n q u i r i e s  of ten  r e q u i r e  m a n y  m a n - h o u r s  of 
p a i n s t a k i n g  r e s e a r c h ,  r e v i e w  of c o m p l e t e d  and c u r r e n t  r e c o r d s ,  and 
the  c o m p i l a t i o n  of e x t r a c t e d  da ta .  I c anno t  o v e r e m p h a s i z e  the  i m p o r -  
t a n c e  of adop t i ng  a f i xed  and u n i f o r m  p o l i c y  in  d e a l i n g  wi th  i n t e r v e n t i o n  
of t h i s  k ind.  

An apparently minor administrative matter, but one which proves 
to be of great practical importance, is the need for constant emphasis 
on the careful documentation of decisions and agreements arrived at 
by the contract adnLinistrator during the Life of the contract. A corollary 
to this is the need for constant vigilance and followup in terms of 
punctuality of replies to communications from contractors, with the 
utilization of interim replies where they may be necessary. 

The problem of accepting end items containing deviations from 
original specifications requires a great deal of attention. The service 
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f r o w n s  upon  d e v i a t i o n s ,  but  p r a c t i c a l  c o n s i d e r a t i o n s  f r e q u e n t l y  m a k e  
i t  n e c e s s a r y  to g r a n t  t h e m .  In d e t e r m i n i n g  the  a c c e p t a b i l i t y  of end  
i t e m s  c o n t a i n i n g  d e v i a t i o n s  f r o m  s p e c i f i c a t i o n s ,  the  fo l lowing  f a c t o r s  
m u s t  be  c a r e f u l l y  w e i g h e d :  

1. The  eff~ect on p e r f o r m a n c e ,  s e r v i c e a b i l i t y ,  and a p p e a r a n c e  of 
the  end  i t e m .  

2. The  u r g e n c y  of the r e q u i r e m e n t  fo r  the i t e m .  

3. The d e g r e e  of c r i t i c a l i t y  of raw m a t e r i a l s  o r  c o m p o n e n t  
p a r t s  i nvo lved .  

4. Sav ings  a c h i e v e d  by the c o n t r a c t o r  as a r e s u l t  of the d e v i a t i o n  
wh ich  m u s t  be  r e c o u p e d  to the G o v e r n m e n t .  

5. A d d i t i o n a l  c o s t  to the G o v e r n m e n t ,  wh ich  is  s o m e t i m e s  e f f e c t e d .  

It i s  d e s i r a b l e  to cut  such  d e v i a t i o n s  to the m i n i m u m  in o r d e r  that  
the  c o n t r a c t o r  m a y  not  be  l ed  to f e e l  that  r i g i d  c o m p l i a n c e  wi th  s p e c i f i -  
c a t i o n s  i s  of m i n o r  i m p o r t a n c e .  It i s  p a r t i c u l a r l y  i m p o r t a n t  to m a k e  
such  p r i c e  a d j u s t m e n t s  c o n s i s t e n t  wi th  s i m i l a r  a d j u s t m e n t s  i n v o l v i n g  
o t h e r  c o n t r a c t o r s .  I t  m u s t  be r e m e m b e r e d  tha t  u n s u c c e s s f u l  b i d d e r s  
who l e a r n  that  a d e v i a t i o n  has  b e e n  a p p r o v e d  wi l l  f r e q u e n t l y  a l l e g e  in  
s u c h  c a s e s  that  t h e y  would  have  b id  a m u c h  l o w e r  (and s u c c e s s f u l )  p r i c e  
had  they  b e e n  a w a r e  tha t  such  a dev i a t i on  would  be a c c e p t e d .  

A con f l i c t  in  o b j e c t i v e s  s o m e t i m e s  o c c u r s  b e t w e e n  the  e l e m e n t  of 
the p r o c u r e m e n t  a g e n c y  which  is  r e s p o n s i b l e  fo r  i n d u s t r i a l  m o b i l i z a t i o n  
p l a n n i n g  and the  c u r r e n t  p r o c u r e m e n t  s e c t i o n  r e s p o n s i b l e  f o r  m e e t i n g  
d a y - t o - d a y  n e e d s .  The  m o b i l i z a t i o n  p l a n n e r  m u s t  do h is  u t m o s t  to woo 
m a n u f a c t u r e r s  w h o s e  e x p e c t a t i o n  of p ro f i t  f r o m  p l a n n i n g  a g r e e m e n t s  
m u s t  of n e c e s s i t y  be v e r y  r e m o t e .  The  s a m e  m a n u f a c t u r e r  m a y  c u r r e n t l y  
be  e n g a g e d  in  a d i spu te  wi th  the c u r r e n t  p r o c u r e m e n t  off ice  of the  s a m e  
i n s t a l l a t i o n .  Dur ing  the s u r g e  of p r o c u r e m e n t  wh ich  e v e n t u a t e d  as  a 
r e s u l t  of the  o u t b r e a k  in Korea ,  m a n y  p l a n n e d  p r o d u c e r s  who w e r e  h i g h -  
c o s t  m a n u f a c t u r e r s  w e r e  qui te  a r t i c u l a t e  in  t h e i r  d i s a p p o i n t m e n t  at  the 
fac t  tha t  p u r c h a s e s  of the i t e m s  a l l o c a t e d  to t h e m  w e r e  m a d e  on the  b a s i s  
of f o r m a l  a d v e r t i s i n g  and tha t  the p l a n n e d  p r o d u c e r s  w e r e  u n s u c c e s s f u l  
wi th  t h e i r  b i d s .  

In o r d e r  to a s s u r e  tha t  a l l  the  s t a t u t e s ,  r e g u l a t i o n s ,  p o l i c i e s ,  and  
p r o c e d u r e s  a r e  c o m p l i e d  wi th  and tha t  c o n t r a c t  f i l e s  a r e  a d e q u a t e l y  
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d o c u m e n t e d ,  a p o s t  p r o c u r e m e n t  ac t ion  r e v i e w  p r o g r a m  has  b e e n  
e s t a b l i s h e d .  T h i s  p r o g r a m ,  ~he r e s p o n s i b i l i t y  of the  l e g a l  of f ice ,  : 'e- 
q u i r e s  m o n t h l y  r e v i e w s  on a s p o t - c h e c k  b a s i s .  T h e s e  m o n t h l y  r e p o r t s  
a r e  u t i l i z e d  fo r  the  p u r p o s e  of i n s t i t u t i n g  r e m e d i a l  o r  c o r r e c t i v e  ac t i on  
w h e n e v e r  d e e m e d  a p p r o p r i a t e .  I th ink  it is  g e n e r a l l y  s a l u b r i o u s  fo r  
the  c o n t r a c t i n g  o f f i c e r  to know that  h is  w o r k  i s  s u b j e c t  to r o u t i n e  a d m i n -  
i s t r a t i v e  r e v i e w .  

In m a n y  i n s t a n c e s ,  c o n t e m p l a t e d  p r o c u r e m e n t s ,  p a r t i c u l a r l y  those  
i n v o l v i n g  new i t e m s ,  a r e  r e f e r r e d  to p r o c u r e m e n t  a c t i v i t i e s  f o r  c o m -  
m e n t  c o n c e r n i n g  s p e c i f i c a t i o n s ,  p a t t e r n s ,  d r a w i n g s ,  i n s p e c t i o n ,  o r  
p e r t i n e n t  c l a u s e s  o r  c o n d i t i o n s  u n d e r  c o n s i d e r a t i o n .  F o r m u l a t i n g  con -  
s t r u c t i v e  r e p l i e s  qui te  of ten  n e c e s s i t a t e s  c a l l i n g  I n d u s t r y  A d v i s o r y  C o m -  
m i t t e e  m e e t i n g s  fo r  the p u r p o s e .  E x t r e m e  cau t ion  m u s t  be  e x e r c i s e d  
i~ h a n d l i n g  t h e s e  m a t t e r s  in  o r d e r  to p r e v e n t  d i s s e m i n a t i o n  of a d v a n c e  
i n f o r m a t i o n  p r i o r  to the s o l i c i t a t i o n  of b ids  o r  p r o p o s a l s ,  t h e r e b y  g iv ing  
s o m e  c o n t r a c t o r s  undue a d v a n t a g e  o v e r  t h e i r  c o m p e t i t o r s .  C o m m i t t e e  
m e e t i n g s  a r e  r e q u i r e d  to be  c o n d u c t e d  in a c c o r d a n c e  wi th  r a t h e r  e l a b o -  
r a t e  p r e s c r i b e d  p r o c e d u r e s  in  o r d e r  to c o m p l y  wi th  s t a t u t e s  and  r e g u l a -  
t ions .  

One  i n e s c a p a b l e  p r o b l e m  g r o w s  out of the  s p e e d  of c u r r e n t  t e c h n o -  
l o g i c a l  p r o g r e s s ,  and  the  fac t  that  no th ing  l e s s  than  the  l a t e s t  and m o s t  
e f f e c t i v e  i t e m  is  c o n s i d e r e d  by the u s i n g  f o r c e s  to be a c c e p t a b l e  foi- 
c o m b a t  c o n d i t i o n s .  Th i s  f r e q u e n t l y  r e s u l t s  in  the  c r y s t a l l i z a t i o n  of a 
r e s e a r c h - a n d -  d e v e l o p m e n t  i t e m  into  a p r o d u c t i o n  s p e c i f i c a t i o n  and  
d r a w i n g s  b e f o r e  the  d e v e l o p m e n t  p h a s e  has  b e e n  t r u l y  c o m p l e t e d .  The 
adop t ion  of m o d i f i c a t i o n s  to the  o r i g i n a l  s p e c i f i c a t i o n  and  the  a c c e p t a n c e  
of m i n o r  d e v i a t i o n s  f r o m  it  add s u b s t a n t i a l l y  to the w o r k  of the c o n t r a c t  
a d m i n i s t r a t o r .  

I a m  s u r e  that  G e n e r a l  Niblo  wi l l  r e c a l l  the e p i s o d e  d u r i n g  the  w a r  
when  a f e l l ow was  s e n t  a r o u n d  to the v a r i o u s  t h e a t e r s  to i n t r o d u c e  new 
g a d g e t s  and w e a p o n s .  The  t h e a t e r  c o m m a n d e r s  l i c k e d  t h e i r  c h o p s  and  
sa id ,  "Send  t h e m  to us .  " The  fe l low to ld  t h e m ,  "We c a n ' t  as  ye t .  
T h e s e  a r e  d e v e l o p m e n t  i t e m s ,  p i lo t  i t e m s .  But  we wi l l  s e n d  t h e m  to 
you as  soon  as we c a n . "  T h e s e  u r g e n c i e s  a lways  m a k e  us open  to the  
c r y s t a l l i z a t i o n  of s p e c i f i c a t i o n s  jus t  a l i t t l e  too e a r l y .  

In c o n c l u s i o n ,  then,  the  c o m p u l s i o n s  and  the  p r e o c c u p a t i o n s  wh ich  
c o n f r o n t  the  p u r c h a s i n g  off ice  today  a r e  v e r y  d i f f e r e n t  f r o m  i t s  u r g e n t  
p r o b l e m s  in 1943 and 1951. In t h o s e  y e a r s ,  the  e m p h a s i s  was  on u r g e n t  
d e l i v e r y  of c r i t i c a l l y  n e e d e d  i t e m s  f r o m  an o v e r t a x e d  i n d u s t r y  at a t i m e  
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of f u r i o u s  c o m p e t i t i o n  fo r  r aw  m a t e r i a l s  and  c o m p o n e n t s .  In  g e n e r a l ,  
the p r o b l e m  t o d a y  i s  to m e e t  the  r e q u i r e m e n t s  of the  a r m e d  s e r v i c e s  
f o r  r e l a t i v e l y  m o d e r a t e  q u a n t i t i e s  of s u p p l i e s  f r o m  an i n d u s t r y  h u n g r y  
f o r  b u s i n e s s ,  bu t  wi th  a p l e t h o r a  of r e s o u r c e s ,  and  at  the s a m e  t i m e  to 
c o - ' p l y  w i th  an i n c r e a s i n g  a r r a y  of r e s t r i c t i o n s  wh ich  have  b e e n  e s t a b -  
l i s h e d  in  p u r s u a n c e  of n a t i o n a l  po l i cy .  In add i t ion ,  the  p u r c h a s i n g  o f f i ce  
m u s t  m a i n t a i n  su f f i c i en t  f l e x i b i l i t y  to cope  wi th  c u t b a c k s  a n d  f~uctuat ions  
of b u s i n e s s  s t e m m i n g  f r o m  d r a s t i c  and  u n e x p e c t e d  a l t e r a t i o n s  i n  a u t h o r -  
i z e d  s t r e n g t h  and g p p r o p r i a t i o n s  as  t h e y  r e f l e c t  c h a n g e s  in  the  i n t e r -  
n a t i o n a l  s c e n e .  The  p r o b l e m s  p o s e d  by  a l l  t h e s e  f o r c e s  a r e  n o t  a t  a l l  
i n s u r m o u n t a b l e ,  but  t h e y  well  p r o b a b l y  r e q u i r e  searc i~tng r e a s s e s s m e n t  
and s i m p l i f i c a t i o n  in the  e v e n t  that  we shou ld  at s o m e  f u t u r e  t~me,be  
r e q u i r e d  to s u p p o r t  the a r m e d  s e r v i c e s  u n d e r  c o n d i t i o n s  of t o t a l  w a r .  

I w i l l  t ry ,  to the b e s t  of m y  abi l i ty ,  to a n s w e r  such  q u e s t i o n s  as  
you m a y  have .  

C O L O N E L  SMITH: G e n e r a l  HoLlis is  r e a d y  fo r  y o u r  q u e s t i o n s .  

G E N E R A L  HOLLIS:  B e f o r e  I a n s w e r  any s p e c i f i c  one,  I h a v e  b e e n  
a d v i s e d  that  t h e r e  is  a s u b j e c t  tha t  is  of s o m e  a n t e c e d e n t  i n t e r e s t  tha t  
was  b r o u g h t  up by  a n o t h e r  s p e a k e r  r e c e n t l y ,  I b e l i e v e  l a s t  week ,  i n  
c o n n e c t i o n  wi th  the s e t - a s i d e  fo r  the s e r g e  fo r  the  new A r m y  s lmcte-44 
u f t i fo rm.  It  was  s u g g e s t e d  that  p e r h a p s  a few of the  f i g u r e s  on  wha t  
h a p p e n e d  as  a r e s u l t  of the s e t - a s i d e  m i g h t  be  of i n t e r e s t  c u r r e n t l y .  
A l though  the  f i g u r e s  a r e  l i k e l y  to be d r e a r y ,  I m i g h t  g ive  you a f e w  
s t a t i s t i c s  on it .  S ince  nobody  can  p o s s i b l y  car~ry t h o s e  in  h i s  head ,  
C o l o n e l  K e a r n e y ,  I w i l l  l e ave  it  fo r  you. 

F i r s t  of a l l ,  in  that  p r o c e d u r e ,  we go out w i th  an  i n v i t a t i o n  fo r  the  
s u b m i s s i o n  of f o r m a l  b ids .  A d e c i s i o n  m u s t  f i r s t  be  a r r i v e d  a t  a s  to 
what  p o r t i o n  of the  to ta l  quan t i t y  wi l l  be  s e t  a s i d e .  In  the i n s t a n t  c a s e ,  
as  I t h ink  the  s p e a k e r  to ld  you, i t  was  d e c i d e d  to go out fo r  60 p e r c e n t  
by  f o r m a l  p r o c u r e m e n t .  We sen t  out on that  f o r m a l  i n v i t a t i o n  168 b i d s .  
We r e c e i v e d  55 b i d s  in  r e s p o n s e  to the 168 i nv i t a t i ons ,  w h i c h  i s  a v e r y  
h igh  o r d e r  of r e t u r n  and i n d i c a t e s  an  u n u s u a l  i n t e r e s t  on the  p a r t ,  a s  I 
s a i d  e a r l i e r ,  of a h u n g r y  i n d u s t r y .  

Of the  55 b ids  r e c e i v e d ,  e igh t  b i d d e r s  r e c e i v e d  a w a r d s .  Mind  you,  
th i s  i s  s t i l l  the  f o r m a l  a d v e r t i s e m e n t .  The e igh t  b i d d e r s  r e c e i v i n g  
a w a r d s  w e r e  in  d i s t r e s s e d  a r e a s .  Six of the  e igh t  w e r e  l a r g e - b u s i n e s s  
f i r m s  and  two w e r e  s m a l l - b u s i n e s s  f i r m s .  
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The  w e i g h t e d  a v e r a g e  p r i c e  of th i s  h i g h - g r a d e  s e r g e ,  a v e r y  
e x c e l l e n t  p r i c e ,  was  $3. 3599 p e r  y a r d .  Then ,  a f t e r  h a v i n g  r e c e i v e d  
t h o s e  b ids  and  h a v i n g  d e t e r m i n e d  the  w e i g h t e d  a v e r a g e  p r i c e ,  we w e r e  
p e r m i t t e d  to go out and  n e g o t i a t e  wi th  m a n u f a c t u r e r s  w h o s e  p l a n t s  we 
h a d  s u r v e y e d .  Ye t  we s t a r t ,  b e c a u s e  of G o v e r m e n t  po l i cy ,  wi th  the 
s m a l l - b u s i n e s s  m e n  f i r s t .  Th i s  t i m e  we s o l i c i t e d  36 s m a l l - b u s i n e s s  
f i r m s  i n i t i a l l y ;  u l t i m a t e l y  we had  a l s o  to s o ! i c i t  s i x  l a r g e - b u s i n e s s  
f i r m s .  Of the 36 s m a l l - b u s i n e s s  f i r m s ,  f o u r  w e r e  g iven  a w a r d s  a t  a 
f i g u r e  not  to e x c e e d  tha t  w e i g h t e d  a v e r a g e  p r i c e ,  a f t e r  t h e y  s h a r p e n e d  
t h e i r  p e n c i l s  a l i t t l e .  

We then  found it n e c e s s a r y  to go in  t u r n  to l a r g e - b u s i n e s s  f i r m s ,  
and  of c o u r s e  we  qui t  when  we got  t h r o u g h  s u c c e s s f u l l y .  We qui t  as  
s o o n  a s  we  had  fu l f i l l ed  the r e q u i r e m e n t .  T h e r e  a r e  a lot  of d e t a i l s  to 
the  t e c h n i c a l  r e q u i r e m e n t s °  The  b i d d e r  m u s t  have  w a n t e d  to be  s u b j e c t  
to n e g o t i a t i o n ;  m u s t  have  b id  w i t h i n  120 p e r c e n t  of the  h i g h e s t  p r i c e  
a w a r d e d  on the f o r m a l  a d v e r t i s e m e n t ;  and  so  on. E v e n  if you  a r e  not  
p a r t i c u l a r l y  i n t e r e s t e d  in t h e s e ,  t h e y  g ive  you s o m e  i d e a  of wha t  the 
net  r e s u l t  was .  

Nine  of the t o t a l  of t en  b id s  a g a i n  went  to d i s t r e s s e d  a r e a s ,  w h i c h  
I a m  s u r e  w a s  what  the  s p e a k e r  m e a n t  w h e n  he  s a i d  he fe l t ,  as  I u n d e r -  
s t a n d  it ,  tha t  tha t  had  b e e n  a h i g h l y  s u c c e s s f u l  o p e r a t i o n  in  c a r r y i n g  
out the a n n o u n c e d  G o v e r n m e n t  p o l i c y  of t r y i n g  to r e l i e v e  i n d u s t r i e s  
w h i c h  a r e  in t r u e  d i s t r e s s ;  tha t  the a v e r a g e  p r i c e  p a i d  on the  f o r m a l  
a d v e r t i s e m e n t  was  a m a t t e r  of a few h u n d r e d t h s  of a c e n t  l o w e r  t han  the  
a v e r a g e  p r i c e  p a i d  on the  p r o c u r e m e n t .  

Does  tha t  c o v e r  the s u b j e c t  a d e q u a t e l y ?  

C O L O N E L  K E A R N E Y :  Yes ,  s i r .  

QUESTION:  G e n e r a l ,  wou ld  you  c o m m e n t  on y o u r  c o n t r a c t  p l a c e -  
m e n t  in d i s t r e s s e d  l a b o r  a r e a s ?  

GENERAL HOLLIS: Well ,  I h a v e  g i v e n  you about  as  m u c h  as I 
c o u l d  g ive  you,  f i g u r e s  on the d i s t r e s s e d  l a b o r  a r e a s ,  w h i c h  a r e  l i k e l y  
to be  in tha t  p o s i t i o n  b e c a u s e  t h e y  a r e  not  t r u l y  c o m p e t i t i v e .  I a m  s u r e  
you know of the f low of c e r t a i n  t y p e s  of m a n u f a c t u r e  f r o m  one  c e n t e r  
of  the c o u n t r y  to a new f i e l d  w h e r e  l a b o r  c a n  be a c q u i r e d  at  a c h e a p e r  
F a t e .  I a m  not  p r e p a r e d  to g ive  you a n y t h i n g  s t a t i s t i c a l  o r  v e r y  c o n -  
c l u s i v e  m u c h  f u r t h e r  than  th i s .  
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In o r d e r  to b a c k s t o p  q u e s t i o n s  tha t  I m i g h t  not  be  ab le  to a n s w e r  

to fu l ly ,  I have  a s k e d  two t e c h n i c i a n s  h e r e ,  f o r  w h o s e  op in ions  I h a v e  
the  h i g h e s t  r e s p e c t ,  to be  wi th  m e  th is  m o r n i n g .  T h e y  a r e  M r .  Rooney ,  
f r o m  m y  own of f ice ,  and  M r .  O ' C o n n o r ,  f r o m  the  Off ice  of the Q u a r t e r -  
m a s t e r  G e n e r a l .  M r .  Rooney ,  c a n  you  e x p a t i a t e  on  tha t  any  f u r t h e r ?  

MR.  ROONEY:  I don ' t  qui te  u n d e r s t a n d  the q u e s t i o n .  Would  you  
m i n d  r e p e a t i n g  i t ?  What  ang le  of the s e t - a s i d e  do you  want  to d i s c u s s ?  

S T U D E N T :  How m u c h  c o n t r a c t  p l a c e m e n t .  

MR.  ROONEY:  You m e a n  p e r c e n t a g e w i s e ?  

S T U D E N T :  No, v e r y  r o u g h  f i g u r e s  on the  i n d u s t r y  in g e n e r a l ,  
o t h e r  t han  t e x t i l e s .  

MR.  ROONEY:  You m e a n  b e c a u s e  of the s e t - a s i d e 7  

S T U D E N T :  No; d e l i b e r a t e l y .  Do you fo l low p o l i c i e s  to t h r o w  
b u s i n e s s  in to  d i s t r e s s e d  a r e a s  ? 

MR. ROONEY:  We don ' t  h a v e  too m a n y  of t h e m  e x c e p t  on t e x t i l e  
p r o c e d u r e .  It i s  not  on a g e o g r a p h i c  b a s i s .  P e r f o r m a n c e  is  g i v e n  to 
the m a n u f a c t u r e r  who w o r k s  wi th  h i s  w e a v i n g  o p e r a t i o n  and  s t a t e s  tha t  
he  w i l l  not  e x c e e d  80 h o u r s  a w e e k  d u r i n g  the  p e r f o r m a n c e  of the con -  
t r a c t .  I t  is  no t  a d i s t r e s s e d  l a b o r  a r e a  tha t  ge t s  p r e f e r e n c e .  He m e n -  
t i o n e d  the d i s t r e s s e d  l a b o r  a r e a s  b e c a u s e  the a w a r d s  h a p p e n e d  to fa l l  
in to  t h o s e  a r e a s - - n o t  b e c a u s e  of the s e t - a s i d e .  

G E N E R A L  HOLLIS :  I m i g h t  have  c o n f u s e d  tha t  i s s u e  in  m e n t i o n i n g  
i t .  M r .  R o o n e y  w o r k e d  up t h e s e  f i g u r e s .  I u n d e r s t o o d  the s p e a k e r  had  
m a d e  r e f e r e n c e  to the d i s t r e s s e d  a r e a s .  

T h e r e  a r e  two general p o l i c i e s  in  M a n p o w e r  P o l i c y  No.  4. T h e r e ' s  
the  g e n e r a l  p o l i c y  of l ook ing  a f t e r  an a r e a  tha t  i s  h u r t .  But  when  it c a m e  
t i m e  to t r e a t  wi th  tha t  wide  p r o b l e m  of t e x t i l e s ,  the e n t i r e  i n d u s t r y  
w a s  down on i t s  h e e l s  a t  the m o m e n t ,  and  it  w a s  d e c i d e d  to c r e a t e  
s p e c i a l  p o l i c y  and  dea l  wi th  the i n d u s t r y  on the b a s i s  tha t  the  i n d u s t r y  
w a s  n a t i o n a l l y  d i s t r e s s e d .  It i s  the p e r p e t u a l  d e s i r e  of i t s  r e p r e s e n t a -  
t i v e s  to r u n  on a 3 - sh i f t  b a s i s  in tha t  p a r t i c u l a r  i n d u s t r y ,  and  t h e y  f e e l  
tha t  t h e y  a r e  in a h a r d s h i p  s i t u a t i o n  when  t h e y  c a n  do on ly  two sh i f t s  
o r  f e w e r .  Tha t  is  the b a s i s  f o r  the 8 0 - h o u r  s i t u a t i o n .  
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T h e  n u m b e r  of  a w a r d s  w i t h i n  d i s t r e s s e d  a r e a s  w a s  c o i n c i d e n t  
r a t h e r  t h a n  o t h e r w i s e .  I t  p u t  i t  i n  b e c a u s e  i t  h a d  b e e n  c o m m e n t e d  on .  
D o e s  t h a t  a n s w e r  t h e  q u e s t i o n 7  

STUDENT: Yes, sir. 

Q U E S T I O N :  We s t a r t e d  ou t  o n  a 8 0 - 2 0  b a s i s  o n  t h a t  d e a l  a s  a 
r e c o m m e n d a t i o n .  W h a t  p e r c e n t a g e  a c t u a l l y  w e n t  to  s m a l l  b u s i n e s s  b y  
r e a s o n  of  n e g o t i a t i o n ?  I t  w i l l  be  l e s s  t h a n  20 .  

G E N E R A L  H O L L I S :  I d o n ' t  b e l i e v e  I h a v e  i t  h e r e .  

S T U D E N T :  J u s t  in  g e n e r a l - - w a s  i t  l e s s  t h a n  20 p e r c e n t ?  N o r m a l l y  
y o u  r e c o m m e n d  8 0 - 2 0 .  At  t h a t  t i m e  we  f i n a l l y  w e n t  ou t  o n  6 0 - 4 0 .  
W a s  8 0 - 2 0  a p r e t t y  g o o d  g u e s s  a t  t h e  s t a r t ?  W a s  i t  r o u g h l y  20,  l e s s  
t h a n  20,  o r  o v e r  2 0 ?  

G E N E R A L  H O L L I S :  M r .  R o o n e y ,  c a n  y o u  h a n d l e  t h a t ?  

M R .  R O O N E Y :  F r o m  t h e  f i g u r e s  t h e r e  I m i g h t  b e  a b l e  to  p i c k  i t  

out. 

C O L O N E L  S M I T H :  W h i l e  he  i s  l o o k i n g  up  t he  f i g u r e s  w e  w i l l  h a v e  
a n o t h e  r q u e s t i o n .  

Q U E S T I O N :  ~. a m  a w a r e  of  w h a t  a n  i n s p e c t o r ' s  g e n e r a l  e x p e r i e n c e  
i n  P h i l a d e l p h i a  h a s  b e c o m e  up  to t h e  p o i n t  of  a w a r d .  W o u l d  y o u  c o m m e n t  
s o m e  m o r e  o n  t h e  p r e a w a r d  s u r v e y ?  

G E N E R A L  H O L L I S :  Y e s .  T h a t ' s  a v e r y  i m p o r t a n t  o p e r a t i o n  in  
t e r m s  of  k e e p i n g  d o w n  d e l i q u e n c i e s  i n  d e l i v e r y ,  k e e p i n g  d o w n  c o n t r a c t  
t e r m i n a t i o n s ,  a n d  e v e r y t h i n g  e l s e .  We m a k e  a v e r y  m e t i c u l o u s  p r e -  
a w a r d  s u r v e y  f o r  e v e r y  s i z a b l e  c o n t r a c t  on ,  s a y ,  p l a n t  e q u i p m e n t ,  
s k i l l e d  p e r s o n n e l ,  f i n a n c i a l  c a p a c i t y .  T h e  t h i n g  w e  w e r e  p r o n e  to  o v e r -  
l o o k ,  t h a t  m a d e  u s  s k i n  o u r  n o s e  a c o u p l e  of t i m e s ,  w a s  t h e  f a c t  t h a t  
a n  i n s p e c t o r  w o u l d  go  o u t ,  t e c h n i c a l l y  q u a l i f i e d ,  a n d  l o o k  a t  t h e  p l a n t ,  
b u t  d i d  n o t  i n v e s t i g a t e  t h e  c o m m i t m e n t s  a g a i n s t  t h e  c a p a c i t y .  I n  o t h e r  
w o r d s ,  we  w e r e  i n s p e c t i n g  t o t a l  c a p a c i t y  r a t h e r  t h a n  o p e n  c a p a c i t y .  I t  
i s  q u i t e  a d i f f e r e n t  t h i n g .  I t  g a v e  u s  p r o b l e m s ,  u n t i l  we  t o o k  t h e  p l e d g e  
a n d  r e f o r m e d  a y e a r  a g o  on  t h a t .  We h a v e  h a d  b e t t e r  e x p e r i e n c e  s i n c e .  
Does that answer the question? 

S T U D E N T :  Y e s ,  s i r .  T h a n k  y o u .  
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MR. ROONEY: On the f o r m a l  po r t ion ,  3, 611 ,000  y a r d s  w e r e -  
a w a r d e d .  Of that,  l a r g e  b u s i n e s s  got 3, 061 ,000  and s m a l l  b u s i n e s s  
got 550, 000. On the n e g o t i a t e d  por t ion ,  the a w a r d  was  2 , 0 9 7 , 0 0 0  to 
l a r g e  b u s i n e s s ,  and  310, 000 to s m a l l  b u s i n e s s .  

QUESTION: G e n e r a l ,  would  you c o m m e n t  on y o u r  e x p e r i e n c e  wi th  
s m a l l  b u s i n e s s ,  as  to p r o d u c i b i l i t y  and r e l i a b i l i t y  of p roduc t ,  o r  any  
o t h e r  p r o b l e m s  e n c o u n t e r e d ?  

G E N E R A L  HOLLIS:  I th ink  any r e m a r k  I m a y  m a k e  on tha t  would  
have  to be  c o n s i d e r e d  in the l ight  of the type of c o m m o d i t y  wi th  w h i c h  
we deal .  We have  a lot of p a p e r  p r o d u c t s ,  o f f ice  s u p p l i e s ,  and  m i s -  
c e l l a n e o u s  i t e m s  l ike  t h a t - - c h e m i c a l s ,  soaps ,  d e t e r g e n t s ,  a s  w e l l  a s  
f a b r i c s ,  and, in  c e r t a i n  i n d u s t r i e s ,  no t ab ly  the s o - c a l l e d  "cut ,  m a k e ,  
and t r i m "  f ie ld ,  the  c lo th ing  m a n u f a c t u r e r s .  In the l a s t  f i g u r e  I r e c a l l  
we had  s o m e t h i n g  in  the  o r d e r  of 1, 000 b i d d e r s  on the b i d d e r s '  l i s t ,  of 
w h o m  s o m e t h i n g  l ike  t h r e e  or  four  w e r e  l a r g e  b i d d e r s .  In  o t h e r  w o r d s  
the whole  i n d u s t r y  is  s m a l l  b u s i n e s s .  I t h ink  s m a l l  b u s i n e s s  in  that  
p a r t i c u l a r  f i e ld  can, and f r e q u e n t l y  does ,  p e r f o r m  wel l .  

In the c a s e ,  h o w e v e r ,  of t h e i r  ab i l i t y  to c o m p e t e  on c u t t h r o a t  
f i n a n c i a l  b idd ing ,  the  f i g u r e s  that  Mr .  R o o n e y  has  j u s t  quoted ,  in the  
f o r m a l  p r o g r a m ,  o n e - s e v e n t h  wen t  to the s m a l l  b u s i n e s s  in the w a y  of 
open  c o m p e t i t i o n ,  which  is s i g n i f i c a n t  in  s h o w i n g  tha t  i t  s i m p l y  c a n ' t  
get  down to the p r i c e s  that  the big,  i n t e g r a t e d  m i l l s  c an  bid .  Th i s  i s  
jus t  a x i o m a t i c .  In o r d e r  to m a i n t a i n  a staff ,  p e o p l e  w i l l  and do m a k e  
b i d s  and  take  c o n t r a c t s  at p r i c e s  at,  o r  c o n c e i v a b l y  m i n u t e l y  be low,  
c o s t  in  o r d e r  to keep  a s taff  t o g e t h e r ,  hop ing  that  s p r i n g  b u s i n e s s  w i l l  
c o m e  a long.  When  you have  a s i t u a t i o n  l ike  that ,  the f i n a n c i a l  c a p a c i t y  
of the b ig  o p e r a t i o n  can  s t and  it b e t t e r  than  the  l i t t l e  f e l low can  who i s  
w o r k i n g  to m a k e  F r i d a y ' s  p a y r o l l .  

QUESTION: I have  a h y p o t h e t i c a l  ques t i on .  You t o u c h e d  v e r y  l i t t l e  
on it  in  y o u r  p r e s e n t a t i o n .  Have you had  an o p p o r t u n i t y  to f o r m u l a t e  
any i d e a s  as  to what  type  of c o n t r a c t s  would  be  e i t h e r  d e s i r a b l e  o r  
f e a s i b l e  in the  even t  we had  a m a j o r  a t t ack  on th i s  c o u n t r y ?  

G E N E R A L  HOLLIS:  F i r s t  of  all, I t h ink  that  p o s s i b i l i t y  i s  i m p l i c i t  
in  the p r e s e n t - d a y  s i tua t ion ,  and y o u r  h y p o t h e s e s  a r e  so t e r r i f i c  I t h ink  
it  i s  h a r d  to say .  I th ink  we h a v e  to t ake  p r o b a b l y  a l l  the  s t ops  off and  
do it  l a r g e l y  by nego t i a t i on .  I th ink  e v e n  the K o r e a n  s i t u a t i o n  b r o u g h t  
out that  i t  was  n e c e s s a r y  to do s o m e  c u r b s t o n e  a g r e e m e n t  and  f o r m a l i z e  
the  c o n t r a c t s  l a t e r .  T h e r e  w e r e  a g r e a t  m a n y  l e t t e r s  of i n t en t  s en t  

22 



ou t ,  w h i c h  h a d  to  b e  s w e p t  u p  a n d  m a d e  i n t o  f o r m a l  c o n t r a c t s .  A f t e r -  
w a r d s ,  i t  b e c a m e  a b a c k l o g  s i t u a t i o n .  

I r e c a l l  w h e n  I w a s  a s t u d e n t  a t  t h i s  s c h o o l  I w a s  o n  a c o m m i t t e e  
w h e r e  we  h a d  to  go  o v e r  a n d  s e e  t h e  D e p a r t m e n t  o f  J u s t i c e  r e c o r d  o f  
a l l e g e d  v i o l a t i o n s  o f  t h e  A n t i t r u s t  A c t .  T h i s  p a r t i c u l a r  i n d u s t r y  a s s e r t -  
e d  t h a t  i t  h a d  w o n  t h e  w a r ,  b e c a u s e  w i t h o u t  i t s  p r o d u c t  t h e  w a r  w o u l d  
n o t  h a v e  g o n e  on ,  a n d  i t  h a d  s a v e d  a n  u n g r a t e f u l  G o v e r n m e n t  w h i c h  w a s  
p r o s e c u t i n g  i t  i n  v i o l a t i o n  of  t h e  A n t i t r u s t  A c t  a s  a r e s u l t .  We w e n t  
o v e r ,  t w o  o r  t h r e e  o f  u s  on  t h e  c o m m i t t e e ,  a n d  t a l k e d  to  a n  a t t o r n e y  in  
t h e  D e p a r t m e n t  o f  J u s t i c e ,  w h o  v e r y  e x p l i c i t l y  p o i n t e d  ou t ,  a n d  h a d  i t  
d o c u m e n t e d ,  t h a t  o n  7 D e c e m b e r  1941 t h e  D e p a r t m e n t  s h o v e d  t h e  A n t i -  
t r u s t  A c t  b a c k  o n  t h e  s h e l f ,  a n d  e v e r y  v i o l a t i o n  c o m p l a i n e d  of,  b o t h  
c r i m i n a l  p r o s e c u t i o n s  a n d  c i v i l  s t a t u t e s  s t e m m i n g  f r o m  t h o s e  a l l e g e d  
v i o l a t i o n s ,  o c c u r r e d  e i t h e r  b e f o r e  P e a r l  H a r b o r  o r  s u b s e q u e n t  to  V - J  
D a y .  M a n y  of  t h e  p r e s i d e n t s  o f  c o r p o r a t i o n s  w e r e  u n d e r  p e r s o n a l  i n -  
d i c t m e n t  a n d  u s e d  to  m a k e  a j o k e  of  i t  a m o n g  t h e m s e l v e s .  

T h a t  i s  o n e  o f  t h e  s o r t  of  r e s t r i c t i o n s  t h a t  w o u l d  h a v e  to  b e  t a k e n  
of f .  I m a d e  r e f e r e n c e  a m i n u t e  a g o  in  t h e  l e c t u r e  to  t h e  u s e  o f  t h e  
I n d u s t r y  A d v i s o r y  C o m m i t t e e .  T h e  e d i c t  of  t h e  D e p a r t m e n t  of  J u s t i c e ,  
a n d  p r o b a b l y  a p e r f e c t l y  p r o p e r  o n e - - I  a m  n o t  c r i t i c i z i n g ,  b u t  n o n e  
t h e  l e s s  i t  m a k e s  i t  a w k w a r d  a n d  s o m e w h a t  e m b a r r a s s i n g ,  o c c a s i o n a l l y ,  
w h e n  y o u  h a v e  o n e  of  t h e  i n d u s t r y  a d v i s o r y  c o m m i t t e e s  t o g e t h e r ,  t h e  
t o p i c s  w h i c h  y o u  c a n  d i s c u s s  a r e  l i m i t e d  to  t h o s e  on  t h e  G o v e r n m e n t ' s  
a g e n d a ,  a n d  i t  m u s t  b e  a G o v e r n m e n t  p r o c e e d i n g .  No  n e w  t o p i c  c a n  b e  
i n t r o d u c e d .  A v e r b a t i m  t r a n s c r i p t  m u s t  b e  m a i n t a i n e d .  We d o n ' t  u s e  
t h e m  v e r y  o f t e n .  

W e  h a d  o n e  t w o  o r  t h r e e  w e e k s  a g o .  T h i s  i s  n o t  i n t e n d e d  a s  
c r i t i c i s m ,  b u t  i t  i s  a w k w a r d  w h e n  a f e l l o w  w h o  d i d n ' t  k n o w  a l l  t h e  g r o u n d  
r u l e s  h e l d  u p  h i s  h a n d  a n d  a s k e d  a p e r f e c t l y  p e r t i n e n t  q u e s t i o n ,  a n d  w e  
h a d  to  g i v e  h i m  a s o n g  a n d  d a n c e  a n d  s a y ,  "We  w i l l  b e  g l a d  to  a n s w e r  
y o u r  q u e s t i o n ,  b u t  we  c a n ' t  a n s w e r  i t  h e r e .  Y o u  w i l l  h a v e  to  go  p r i v a t e l y  
a n d  i n d i v i d u a l l y  a n d  s e e  t h e  c o n t r a c t i n g  o f f i c e r ,  a n d  h e  w i l l  a n s w e r  
y o u r  q u e s t i o n .  " We  a r e  b o u n d  b y  c e r t a i n  r e g u l a t i o n s .  T h a t  i s  w h a t  I 
m e a n ,  t h a t  s o m e  of  t h o s e  c e r t a i n  r e s t r i c t i o n s  w i l l  h a v e  to  b e  r e m o v e d  
in  t h e  e v e n t  o f  t o t a l  w a r .  I a m  s u r e  t h e y  w i l l  b e  r e m o v e d  p e r m a n e n t l y  
u n d e r  t h o s e  c o n d i t i o n s .  T h e  b a s i c  a u t h o r i t y  i n  t h e  P r o c u r e m e n t  A c t  of  
1947 i s  a l a r g e  s t a r t ,  a n d ,  w i t h  e n o u g h  l a t i t u d e  u n d e r  t h a t  a c t ,  e f f o r t s  
c a n  b e  m a d e  to  c o n s i d e r a b l y  r e d u c e  f o r m a l i t i e s  in  p r o c u r e m e n t  w i t h i n  
t h e  f r a m e w o r k  of  t h e  e x i s t i n g  l a w .  D o e s  t h a t  a n s w e r  i t ?  
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STUDENT:  Yes ,  s i r .  Thank  you v e r y  m u c h .  

QUESTION: Sir,  how r i g i d l y  do you r e q u i r e  a d h e r e n c e  to y o u r  
s p e c i f i c a t i o n s ?  A lot of i n d u s t r i e s  th ink  that  b e c a u s e  of t h e i r  e x p e r i e n c e  
they  can  p o s s i b l y  i m p r o v e  on m i l i t a r y  s p e c i f i c a t i o n s .  Second,  does  the 
s i n g l e - s e r v i c e  p r o c u r e m e n t ,  which  has  a u t h o r i z a t i o n  to c h a n g e  s p e c i f i -  
c a t i o n s  fo r  the r e q u i r i n g  s e r v i c e ,  go a long  wi th  t ha t ?  

G E N E R A L  HOLLIS:  No, s i r .  The  u s e r  is  the f ina l  a u t h o r i t y  on 
the m a t t e r  of s p e c i f i c a t i o n s .  We, f o r  e x a m p l e ,  p r o c u r e  c lo th ing ,  
t e x t i l e s ,  and  c e r t a i n  o t h e r  t h ings ,  p a p e r  p r o d u c t s ,  and  that  s o r t  of th ing ,  
fo r  a l l  the a r m e d  s e r v i c e s .  The q u e s t i o n  of d e v i a t i o n  m a y  c o m e  up, 
and we have  to go to the c o n s u m e r  s e r v i c e .  To a n s w e r  the s e c o n d  p a r t  
of y o u r  q u e s t i o n  f i r s t - - t h e  f i r s t  p a r t  of the q u e s t i o n  is  a l i t t l e  d i f f icu l t  
to d e f i n e - - w e  t r y  n e v e r  to a c c e p t  a dev ia t ion ,  but  lo ts  of t i m e s  we a r e  
c o m p e l l e d  to a c c e p t  one.  What we u s u a l l y  t r y  to do i s  m a k e  the  c o n -  
t r a c t o r  b r i n g  it  up to s p e c i f i c a t i o n s .  It i s  s o m e t i m e s  d i f f icu l t  to do so.  

D u r i n g  the i n t e r v a l  I was  r e f e r r i n g  to the  ny lon  duck which  i s  a 
b a s i c  c o m p o n e n t  of the a r m o r e d  ves t ,  w h e r e  the m a n u f a c t u r e r s  have  had  
a g r e a t  dea l  of d i f f icu l ty .  In o r d e r  to m e e t  the  p h y s i c a l  s p e c i f i c a t i o n s  
s t i pu l a t ed ,  a p a n e l  of 12 p l i e s  of that  ny lon  duck was  hung out and f i r e d  
at wi th  the  p r e s c r i b e d  b a l l i s t i c  v e l o c i t y ,  w h i c h  p e n e t r a t e d  the  pane l .  
T h e r e  w e r e  g r e a t  m o a n s  and  c l a i m s  c o m i n g  in  that  p e r h a p s  we cou ld  
not get  r e q u i r e m e n t s  if  e v e r y b o d y  got b u r n e d  f i n g e r s .  Maybe  so, m a y b e  
not.  T h e y  c l a i m e d  we had  not  r igh t  to r e q u i r e  v e l o c i t y  on the  b a l l i s t i c  
s p e c i f i c a t i o n .  Ye t  the v e l o c i t y  balList ic  s p e c i f i c a t i o n  in  the f ina l  a n a l y -  
s i s  was  a l l  we w e r e  i n t e r e s t e d  in.  If we cou ld  have  i t  1 /16"  t h i ck  and  
p e r f o r m  the s a m e  funct ion,  i t  was  m u c h  b e t t e r .  One o r  two of the f i r m s  
d e c i d e d  to pu l l  the stuff  b a c k  in  and r e w o r k  it  by  s h r i n k i n g  it and  p u l l i n g  
it  up to the  f i g u r e s  which  we had.  We a c t u a l l y  had  an a g r e e m e n t  tha t  
gave t h e m  a w a i v e r  in  f r a c t i o n s  of an ounce  p e r  s q u a r e  y a r d  on the 
g r o u n d  that  the c u m u l a t i v e  to ta l  of the f r a c t i o n  of an  ounce  would  not  
b r e a k  the s o l d i e r ' s  b a c k  as  to we igh t  but  m i g h t  save  h i s  l i fe ,  b e c a u s e  
t h e  f a b r i c  was  r e w o r k e d  a r o u n d  the  b a l l i s t i c  s p e c i f i c a t i o n .  

Does  that  a n s w e r  y o u r  q u e s t i o n ?  

STUDENT:  Yes ,  s i r .  

QUESTION: In o r d e r  to m a k e  s i n g l e - s e r v i c e  p r o c u r e m e n t  work ,  
the r e q u i s i t i o n i n g  s e r v i c e  has  to keep  i t s  f i n g e r s  out of y o u r  b u s i n e s s .  
By  the s a m e  token,  the  supp ly ing  s e r v i c e  has  to d e f e r  to the r e q u i s i t i o n i n g  
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s e r v i c e .  Would  you  l i ke  to unbu t ton  y o u r  coa t  and  t e l l  u s  wha t  the  
t h i n g s  a r e  tha t  e a c h  s e r v i c e  s h o u l d  do in  o r d e r  to m a k e  th i s  th ing  w o r k ?  

G E N E R A L  HOLLIS :  I a m  th ink ing  of w h e t h e r  I c a n  t e l l  you tha t .  
I t h ink  I m a d e  it c l e a r  by  s o m e  s t a t e m e n t s  h e r e  tha t  I a m  w i l l i n g  to 
unbu t ton  m y  coa t .  We have  h a d  v e r y  r e a s o n a b l e  s u c c e s s ,  I th ink ,  in 
tha t  f i e ld .  I have  v e r y  l i m i t e d ,  p e r s o n a l  e x p e r i e n c e  in  the  f i e l d  of sub -  
s i s t e n c e ,  w h e r e  the  Q u a r t e r m a s t e r  G e n e r a l  h a s  w i d e s p r e a d  r e s p o n s i -  
b i l i t y .  So f a r  a s  I know, th i s  h a s  not  c o n s t i t u t e d  a v e r y  g r e a t  p r o b l e m  
in  tha t  f i e ld .  Has  it ,  Mike  ? 

MR.  O 'CONNOR:  No, s i r .  

G E N E R A L  HOLLIS:  In t h e  f i e l d  of s u c h  th ings  a s  t e l e t y p e  p a p e r ,  
w h i c h  c o m e s  in  q u a d r u p l i c a t e ,  wi th  c a r b o n s  b e t w e e n ,  and  so  on, a n  
u n n e c e s s a r y  d e p a r t u r e  f r o m  a c o m m e r c i a l  s t a n d a r d  h a m p e r s  the p r o -  
c u r i n g  a g e n c y  and  r u n s  up the  p r i c e  on tha t  p h a s e  of i t .  I t h i n k  a l l  the  
s e r v i c e s  a r e  f r o m  t i m e  to t i m e  g u i l t y  of s e t t i n g  up a s p e c i f i c a t i o n  w h e r e  
the s t a n d a r d  i t e m  p r o d u c e d  by i n d u s t r y  r o u t i n e l y  f o r  the r e s t  of the  
c o u n t r y  wou ld  s e r v e  a s  we l l .  I f  tha t  c a n  be  a v o i d e d ,  i t  w i l l  he lp .  C e r -  
t a in ly ,  I t h i n k  l i a i s o n  b e t w e e n  the  r e q u i r i n g  s e r v i c e  a n d  the  p r o c u r i n g  
s e r v i c e  is  c o n s t a n t l y  n e e d e d .  We had  s o m e  p r o b l e m s  of d e l i n q u e n c y  
w h i c h  I a m  h a p p y  to s a y  we have  cu t  down v e r y  d r a s t i c a l l y .  S o m e  18 
m o n t h s  o r  2 y e a r s  ago we w e r e  b a d l y  p l a g u e d  b y  d e l i n q u e n c i e s  b e c a u s e  
t h e r e  w a s  s o m e  c i v i l i a n  b u s i n e s s ,  a p r i o r i t y  of o r d e r s  f r o m  c i v i l i a n  
c u s t o m e r s ,  w h i c h  t e n d e d  to t ake  p r i o r i t y  in  the m i n d s  of th i s  m a n u f a c t u r -  
e r  u n l e s s  we o b j e c t e d  v i g o r o u s l y .  T h o s e  d e l i n q u e n c i e s  w e r e  c o m p l a i n e d  
of v i g o r o u s l y  and  have  s i n c e  b e e n  i m p r o v e d .  

T h i s  i s  a p r e t t y  s k e t c h y  a n s w e r  to y o u r  q u e s t i o n .  D o e s  i t  he lp  o r  
no t?  H a v e  you  a n y t h i n g  m o r e  s p e c i f i c ?  

S T U D E N T :  Th i s  q u e s t i o n  of s p e c i f i c a t i o n s  h a s  a l w a y s  c a u s e d  qui te  
a b i t  of t r o u b l e .  The  DOD s t e p s  in to  the p i c t u r e  wi th  a s t a n d a r d i z a t i o n  
p r o g r a m  and  r e q u i r e s  tha t  t h e r e  be  s t a n d a r d  i t e m s  of c o n t r a c t s  f o r  a l l  
t h r e e  s e r v i c e s .  I d o n ' t  t h ink  a n y  of us  l ike  i t  too m u c h  w h e n  i t  ge t s  
i n to  the  f u n c t i o n a l  a r e a .  I have  the f e e l i n g  tha t  o t h e r  %htngs g ive  you  
t r o u b l e  and  m a k e  i t  d i f f i cu l t  to do a p r o c u r i n g  job.  The  A i r  F o r c e  
and  the  Navy  have  d i f f i cu l t y  p r o c u r i n g  f o r  the A r m y ,  too.  Wha t  i s  the  
b a l a n c e  tha t  s h o u l d  e x i s t ?  Who s h o u l d  m a k e  the  f i na l  d e c i s i o n  on 
s p e c i f i c a t i o n ?  Who shou ld  m a k e  the  f ina l  d e c i s i o n  on c o n t r a c t  f o r m s ,  
f o r  e x a m p l e ?  
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G E N E R A L  HOLLIS :  I t h i n k  the p r i n c i p a l  t h ing  i s  t ha t  the  u s e r  
m a k e s  the f i n a l  d e c i s i o n  on s p e c i f i c a t i o n s .  I t h ink  he  s h o u l d  b e  f a i r l y  
ope~minded .  If,  f o r  e x a m p l e ,  the  N a v y  w a n t s  a m a t t r e s s  f o r  a s h i p ' s  
bunk,  and  the s h i p ' s  bunk  i s  32 i n c h e s  wide ,  i t  c a n ' t  u s e  a 3 6 - i n c h  
m a t t r e s s  t h e r e .  T h a t  m i g h t  not  c o m p l y  wi th  s p e c i f i c a t i o n s .  On  the  
o t h e r  hand,  I t h i n k  in  s u c h  m a t t e r s  a s  su lph t t e  p a p e r ,  we f r e q u e n t l y  ge t  
a r b i t r a r y  in  t hose  t h ings .  T h e r e  i s  l i t t l e  m i d d l e  g round .  I t h ink  the 
u s i n g  s e r v i c e  shou ld  cond i t i on  i t s  c o m p l i a n c e  wi th  the  r e q u i r e m e n t  f r o m  
the p r o c u r i n g  a g e n c y ,  w h a t e v e r  s e r v i c e  tha t  m a y  be,  to the  a c t u a l  need ,  
r a t h e r  t han  s i m p l y  to a r i g i d  s p e c i f i c a t i o n .  

Mike ,  h a v e  you a n y  c o m m e n t  on t h a t ?  T h i s  i s  M r .  O ' C o n n o r  f r o m  
the Off ice  of the  Q u a r t e r m a s t e r  G e n e r a l .  

MR.  O ' C O N N O R :  I t h i n k  the  e x p e r i e n c e  of the  Q u a r t e r m a s t e r  
G e n e r a l  in  tha t  a r e a  h a s  b e e n  good. We have  h a d  no t r o u b l e  wi th  the  
o t h e r  s e r v i c e s .  A s  you m e n t i o n e d  in  y o u r  l e c t u r e ,  we i n v a r i a b l y  r e f e r  
d e v i a t i o n s  to the  r e q u i s i t i o n i n g  a g e n c y  fo r  i t s  a p p r o v a l .  We w o n ' t  b u y  
u n l e s s  tha t  a g e n c y  a p p r o v e s  i t .  

G E N E R A L  HOLLIS:  T h a n k  you,  Mike .  I t h i n k  the  a n s w e r  i s  con -  
t a i n e d  in  one s e n t e n c e .  I t  h a s  not  b e e n  a s i g n i f i c a n t  p r o b l e m  wi th  m y  
of f ice .  P r o b a b l y  tha t  i s  the b e s t  a n s w e r .  

C O L O N E L  SMITH: G e n e r a l  H o l l i s ,  you have  s t i m u l a t e d  a g r e a t  
d e a l  of i n t e r e s t  in  t h i s  a u d i e n c e .  It  i s  v e r y  n i c e  of you to s h a r e  y o u r  
e x p e r i e n c e  and  knowledge  w i th  u s  and  I t h a n k  you v e r y  m u c h .  

G E N E R A L  HOL L I S :  T h a n k  you.  It  i s  a p l e a s u r e  to be h e r e .  
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