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M r .  E d m u n d  F .  M a n s u r e ,  A d m i n i s t r a t o r  of 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 ,  was  b o r n  14 M a r c h  1901 in C h i c a g o ,  I l l i n o i s .  He was  
e d u c a t e d  a t  D a r t m o u t h  C o l l e g e  w h e r e  he  g r a d u a t e d  in 1924. He r e -  
c e i v e d  an L L .  B. d e g r e e  f r o m  the  Ken t  C o l l e g e  of L a w  and  a t t e n d e d  
the  N o r t h w e s t e r n  U n i v e r s i t y  G r a d u a t e  School .  He was  a d m i t t e d  to 
p r a c t i c e  b e f o r e  the  I l l i n o i s  B a r  in 1927. Much  of h i s  b u s i n e s s  e x p e r i -  
e n c e  has  b e e n  wi th  E.  L.  M a n s u r e  C o m p a n y ,  a t e x t i l e  and  d r a p e r y  
m a n u f a c t u r i n g  f i r m .  He  r e s i g n e d  as  C h a i r m a n  of the  B o a r d  of D i r e c -  
t o r s  of the  f i r m  to a c c e p t  a p p o i n t m e n t  a s  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 o r .  M r .  M a n s u r e  was  s w o r n  in on 2 May  1953 as  A d m i n i s t r a t o r  
of G e n e r a l  S e r v i c e s .  F r o m  29 May  1953 to 15 A u g u s t  1953, he  a l s o  
s e r v e d  as  A d m i n i s t r a t o r  of the  D e f e n s e  M a t e r i a l s  P r o c u r e m e n t  A g e n c y .  
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G E N E R A L  HOLLIS:  G e n t l e m e n :  Our  s p e a k e r  th i s  m o r n i n g  is~the 
H o n o r a b l e  E d m u n d  F .  M a n s u r e ,  A d m i n i s t r a t o r  of 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 .  

S ince  the  i n c e p t i o n  of tha t  o r g a n i z a t i o n  in 1949, it  ha s  had,  as  you 
a l l  know,  a v e r y  h e a v y  r e s p o n s i b i l i t y  fo r  p r o c u r e m e n t ,  f o r  p r o p e r t y ,  
and  f o r  r e c o r d  a d m i n i s t r a t i o n  fo r  the  a r m e d  s e r v i c e s .  T h e  s c a l e  of 
tha t  o p e r a t i o n  is i n d i c a t e d  by the  fac t  tha t  Mr .  M a n s u r e  h a s  u n d e r  h i s  
wings  s o m e  8 b i l l i o n  d o l l a r s  in G o v e r n m e n t  a s s e t s .  

He  has  s p o k e n  b e f o r e  a t  th is  C o l l e g e ,  and  we would  not  m i s s  h i m  
if we cou ld  p o s s i b l y  a v o i d  it ,  on the  g r o u n d s  tha t  h is  w o r k  has  a v e r y '  
l a r g e  hand  in c o n n e c t i o n  wi th  the  c o n d u c t  of th i s  c o u r s e .  

It i s  a g r e a t  p r i v i l e g e  to i n t r o d u c e  to you the  H o n o r a b l e  E d m u n d  
F .  M a n s u r e .  

MR. MANSURE: G e n e r a l  Ho l l i s ,  I a p p r e c i a t e  tha t  i n t r o d u c t i o n  
v e r y  m u c h ,  and  i t  i s  i n d e e d  a p r i v i l e g e  and  a p l e a s u r e  to be  b a c k  h e r e  
a g a i n  wi th  you  th i s  m o r n i n g .  

Now, I h a v e  a g r e a t  d e a l  of m a t e r i a l  to c o v e r ,  so,  j u s t  b e c a u s e  
I a m  going  to r u n  t h r o u g h  s o m e  of th i s  e x t e m p o r a n e o u s l y ,  I d o n ' t  wan t  
you  to f e e l  tha t  I have  b e l i t t l e d  the  i m p o r t a n c e  of i t .  I want  to d e v o t e  
a s  m u c h  t i m e  as  p o s s i b l e  to p r o c u r e m e n t  of the  c r i t i c a l  m a t e r i a l s  f o r  
the  d e f e n s e  p r o g r a m .  B e f o r e  do ing  that ,  I m u s t  g ive  you s o m e  b a c k -  
g r o u n d  on o u r  g e n e r a l  o p e r a t i o n s .  

I know tha t  m a n y  of you r e a l i z e  g e n e r a l l y  the  b a c k g r o u n d  of GSA, 
but  I s t i l l  h a v e  to c a l l  to y o u r  a t t e n t i o n  tha t  we a r e  the  o u t g r o w t h  of 
the  f i r s t  H o o v e r  C o m m i s s i o n  r e p o r t .  In GSA w e r e  m e r g e d  f ive  d i f -  
f e r e n t  d e p a r t m e n t s  of G o v e r n m e n t :  P u b l i c  B u i l d i n g s ,  F e d e r a l  Supply,  
W a r  A s s e t s ,  A r c h i v e s ,  and  P u b l i c  R o a d s .  In the  p e r i o d  of two o r  
t h r e e  m o n t h s ,  P u b l i c  R o a d s  w e r e  t a k e n  out of GSA, as  you know,  and  
put  in  C o m m e r c e .  In p l a c e  of  tha t  c a m e  the  p r o g r a m  w h i c h  was  r e f e r -  
r e d  to o r i g i n a l l y  as  D M P A ,  D e f e n s e  M a t e r i a l s  P r o c u r e m e n t  A g e n c y ,  
and  was  c o m m o n l y  known as  " D U M P A . "  It i s  now p a r t  of EPS ,  o r  
E m e r g e n c y  P r o c u r e m e n t  S e r v i c e .  
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T h a t  p h a s e  of  o u r  p r o g r a m  i s ,  of c o u r s e ,  of d i r e c t  i n t e r e s t  to 
you ,  but  t he  o t h e r  t h i n g s  we do a r e  of i n t e r e s t  to  you  a s  we l l .  So I 
a m  go ing  to r e f r a i n  f r o m  t e l l i n g  abou t  t h e  o p e r a t i o n s  of E P S  f o r  a few 
m i n u t e s  and  g ive  you  f i r s t  a b a c k g r o u n d  of the  o t h e r  s e r v i c e s  w h i c h  
a r e  r e l a t e d  to  y o u r  a c t i v i t i e s .  

I a m  g o i n g  to v e r y  q u i c k l y  s k i p  t h r o u g h  P u b l i c  B u i l d i n g s ,  b e c a u s e  
you  m a y  w o n d e r ,  " W h a t  ha s  P u b l i c  B u i l d i n g s  go t  to  do  wi th  t he  p r o b l e m s  
we a r e  i n t e r e s t e d  i n ? "  Bu t  of c o u r s e  we h a v e  t he  p r o b l e m  of h o u s i n g  
v a r i o u s  o p e r a t i o n s  of t he  t h r e e  b r a n c h e s  of t he  s e r v i c e ,  and  t h a t  s o m e -  
t i m e s  b e c o m e s  qu i t e  a c r i t i c a l  p r o b l e m .  

In o u r  p u b l i c  b u i l d i n g s  o p e r a t i o n s ,  GSA is  the  w o r l d ' s  l a r g e s t  l a n d -  
l o r d .  You can  q u i c k l y  u n d e r s t a n d  why I m a k e  tha t  s t a t e m e n t .  We o p e r -  
a t e  o v e r  5 , 6 0 0  F e d e r a l  b u i l d i n g s  t h r o u g h o u t  the  U n i t e d  S t a t e s .  T h e s e  
h a v e  a f l o o r  a r e a  of 140 m i l l i o r i  s q u a r e  f e e t  of s p a c e .  W h e n  you  c o n -  
s i d e r  t h a t  t he  l a r g e s t  m e r c a n t i l e  b u i l d i n g ,  o r  c o m m e r c i a l  b u i l d i n g ,  in  
t he  c o u n t r y  i s  t he  M e r c h a n d i s e  M a r t  in C h i c a g o ,  wi th  a p p r o x i m a t e l y  
4 m i l l i o n  s q u a r e  f e e t ,  and  the  P e n t a g o n ,  wi th  a p p r o x i m a t e l y  6 .5  m i l l i o n  
g r o s s  s q u a r e  f e e t ,  t ha t  w i l l  g ive  you  a r o u g h  i d e a  of t he  e x t e n t  of  o u r  
b u i l d i n g  o p e r a t i o n s .  

Now,  t h e n ,  a s  you  h a v e  p r o b a b l y  h e a r d ,  we a r e  g o i n g  to b u i l d  o u r  
own 300 m i l l i o n  d o l l a r s '  w o r t h  of n e w  F e d e r a l  b u i l d i n g s .  A good  p a r t  
of t h a t  w i l t  be  u n d e r  the  s o - c a l l e d  L e a s e - P u r c h a s e  P r o g r a m .  So t h a t  
t h e r e  m a y  be  no m i s u n d e r s t a n d i n g  wha t  t h a t  p r o g r a m  i s ,  i t  i s  n o t h i n g  
m o r e  o r  l e s s  t h a n  y o u r  b u y i n g  a h o m e  on a t i m e - p a y m e n t  b a s i s .  In  
o t h e r  w o r d s ,  we a r e  g o i n g  to p a y  f o r  t h e s e  b u i l d i n g s  out  of o u r  r e n t  
a p p r o p r i a t i o n ,  r a t h e r  t h a n  by a d i r e c t  a p p r o p r i a t i o n  f r o m  C o n g r e s s ,  
t h e r e b y  a d d i n g  to  the  pub l i c  deb t .  So t h a t  we h a v e  no d i r e c t  a p p r o p r i a -  
t i o n  f r o m  C o n g r e s s .  We t a k e  it  out  of o u r  r e n t  f u n d s ,  w h i c h  r u n  i n  t he  
n e i g h b o r h o o d  of 50 m i l l i o n  d o l l a r s  a y e a r .  Our  r u l e  of t h u m b  is  t h a t  
5 m i l l i o n  d o l l a r s  of r e n t  m o n e y  wi l l  bu i l d  a p p r o x i m a t e l y  60 m i l l i o n  
d o l l a r s '  w o r t h  of b u i l d i n g s .  

T h a t  m e a n s  tha t ,  a t  t he  end  of a p e r i o d  of t i m e ,  r a t h e r  t h a n  t he  
G o v e r n m e n t  h a v i n g  a lot  of r e n t  r e c e i p t s ,  we wi l l  h a v e  the  o w n e r s h i p  
of the  b u i l d i n g s  w i th in  10 to 25 y e a r s .  D u r i n g  t h a t  p e r i o d  t he  p r o p e r t y  
wi l l  r e m a i n  on t he  l o c a l  t ax  r o l l s ,  wh i ch  wi l l  be  a b ig  h e l p  to  the  m u n i c -  
i p a l i t i e s .  As  you  a l s o  know,  the  t o w n s  and  c i t i e s  t o d a y  h a v e  qu i t e  a 
p r o b l e m  in  m e e t i n g  t h e i r  own b u d g e t s  and  e x p e n s e s .  
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Now I a m  r a p i d l y  go ing  to j u m p  f r o m  the  P u b l i c  B u i l d i n g s  o p e r a -  
t ion  to the  N a t i o n a l  A r c h i v e s ,  b e c a u s e  so  m a n y  peop le  a r e  m i s l e d  by 
what  tha t  o p e r a t i o n  i s .  Of c o u r s e  you a r e  a l l  f a m i l i a r  wi th  the  b e a u -  
t i fu l  b u i l d i n g  on the  Ma l l  tha t  h o u s e s  the f a m o u s  d o c u m e n t s ,  s u c h  a s  
the  D e c l a r a t i o n  of I n d e p e n d e n c e ,  the  C o n s t i t u t i o n ,  the  B i l l  of R i g h t s ,  
and a l l  the  r e s t .  But  tha t  i s  a v e r y  s m a l l  p a r t  of the o p e r a t i o n s  of tha t  
d i v i s i o n  of GSA. 

T h e  p a r t  wh ich  a f f e c t s  you in y o u r  o p e r a t i o n s  is the  c o n t r o l  of 
F e d e r a l  r e c o r d s .  Now, we r e f e r  to tha t  p r o g r a m  as  the  b i r t h  c o n t r o l  
of r e c o r d s ,  b e c a u s e  we a r e  r a p i d l y  be ing  s n o w e d  u n d e r  by th i s  t e r r i f i c  
a c c u m u l a t i o n  of p a p e r w o r k .  

To g ive  you a qu i ck  e x a m p l e  of what  th i s  a m o u n t s  to,  I c a l l  y o u r  
a t t e n t i o n  to 1952, when  we p u r c h a s e d ,  in r o u n d  f i g u r e s ,  a p p r o x i m a t e l y  
97 ,000  4 - d r a w e r  f i l i ng  c a b i n e t s ,  a t  a co s t  of a p p r o x i m a t e l y  50 d o l l a r s  
p e r  c a b i n e t .  L a s t  y e a r  we p u r c h a s e d ,  in r o u n d  f i g u r e s ,  9, 000. Tha t  
does  not  m e a n  tha t  we h a v e  c o n t r o l l e d  the  a c c u m u l a t i o n  of p a p e r  to t h e  
ex ten t  of the  d i f f e r e n c e  b e t w e e n  97 ,000  and  9, 000, but  it does  m e a n  
tha t  we a r e  e m p t y i n g  out a lot  of t h e s e  f i l ing  c a b i n e t s  a r o u n d  the  coun-  
t r y  and  m a k i n g  b e t t e r  u t i l i z a t i o n  and  c o n t r o l  of r e c o r d s .  

Now you s ay ,  "Wel l ,  how m a n y  r e c o r d s  does  the  F e d e r a l  G o v e r n -  
m e n t  have  a r o u n d  the  c o u n t r y ? "  R a t h e r  than  to g ive  you the  n u m b e r  
of cub ic  f ee t ,  wh ich  is v e r y  h a r d  fo r  m o s t  of us to v i s u a l i z e ,  I s h o u l d  
l ike  to u s e  a n o t h e r  e x a m p l e .  If a l l  the  F e d e r a l  r e c o r d s  w e r e  c o m b i n e d  
in a bu i ld ing ,  o r  b u i l d i n g s ,  t hey  would  r e q u i r e  7 .5  P e n t a g o n  b u i l d i n g s  
to h o u s e  t h e m .  Or  tha t  would be  15 E m p i r e  Sta te  b u i l d i n g s ,  f r o m  the  
b a s e m e n t  to the  top of the  t o w e r ,  i n c l u d i n g  a l l  the  f o y e r s  and w a s h -  
r o o m s .  In o t h e r  w o r d s ,  the  o v e r a l l  f loo r  s p a c e  in t h o s e  b u i l d i n g s  
would  be r e q u i r e d .  

Tha t  i s  r e a l l y  a c o l o s s a l  o p e r a t i o n .  But  the  H o o v e r  C o m m i s s i o n  
T a s k  F o r c e  on P a p e r w o r k  l a s t  y e a r  c a m e  out wi th  t h e s e  i n t e r e s t i n g  
f i g u r e s .  T h e y  s a id  tha t  the  c o s t  of the  p a p e r w o r k  p r o g r a m  in  G o v e r n -  
m e n t  d u r i n g  the  p r e c e d i n g  y e a r - - I  b e l i e v e  t hey  r e f e r r e d  to the  p r e -  
c e d i n g  G o v e r n m e n t  f i s c a l  y e a r - - w a s  a p p r o x i m a t e l y  4 b i l l i on  d o l l a r s .  
F o u r  b i l l i on  d o l l a r s  is  a n o t h e r  f i g u r e  tha t  i s  v e r y  h a r d  fo r  us to c o m -  
p r e h e n d ;  but ,  when  you r e c a l l  tha t  the  t o t a l  co s t  of the  F e d e r a l  Gov-  
e r n m e n t  in 1931 was  4, 600, 000, 000 d o l l a r s ,  t ha t  g i v e s  you an  i d e a  of 
w h a t  th i s  p a p e r w o r k  p r o g r a m  is  t o d a y  c o s t i n g  the  A m e r i c a n  p e o p l e .  
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Now,  t he  H o o v e r  C o m m i s s i o n  T a s k  F o r c e  e s t i m a t e d  t h a t  t h a t  
p r o g r a m  c o u l d  be  r e d u c e d  by a p p r o x i m a t e l y  o n e - f o u r t h ,  a n d  t ha t  i s  a 
b i l l i o n  d o l l a r s .  I a m  s p e a k i n g  a b o u t  b i l l i o n s ,  and  no t  m i l l i o n s .  Sup-  
p o s i n g  we  a r e  o v e r  50 p e r c e n t  w r o n g .  We s t i l l  h a v e  500 m i l l i o n  d o l l a r s .  
GSA can  s t i l l  cu t  t h a t  v o l u m e  in  ha l f  and  h a v e  250 m i l l i o n  d o l l a r s .  T h a t  
is  wha t  we a r e  s h o o t i n g  a t ,  to  t r y  to r e d u c e  and  c o n t r o l  t h i s  o v e r a l l  
a c c u m u l a t i o n  of r e c o r d s .  

Now I a m  go ing  to v e r y  r a p i d l y  go in to  o u r  g e n e r a l  s u p p l y  s e r v i c e ,  
o r ,  a s  we r e f e r  to  i t ,  t h e  F e d e r a l  Supp ly  S e r v i c e ,  and  how t h a t  a f f e c t s  
you  in y o u r  o p e r a t i o n s .  

L a s t  y e a r  GSA, in  t he  F e d e r a l  S u p p l y  S e r v i c e ,  p u r c h a s e d ,  in  r o u n d  
f i g u r e s ,  a b o u t  460 m i l l i o n  d o l l a r s  w o r t h  of c o m m o n - u s e  i t e m s .  What  
i s  a c o m m o n - u s e  i t e m ?  T h a t  i n c l u d e s  e v e r y t h i n g  f r o m  a t y p e w r i t e r  
r i b b o n  to a s c r u b  b u c k e t .  In b e t w e e n  t h e r e  we buy  l o c o m o t i v e s  and  
f r e i g h t  c a r s  f o r  I n d i a ,  s p e c i a l - p u r p o s e  t y p e s  of e l e c t r i c a l  m a c h i n e r y  
a n d  e q u i p m e n t ,  g e n e r a t o r s ,  and  s o  f o r t h ,  f o r  t he  v a r i o u s  b r a n c h e s  of 
t h e  s e r v i c e  and  f o r  the  c i v i l i a n  d e p a r t m e n t s  of t he  G o v e r n m e n t .  So we 
r u n  c l e a r  a c r o s s  t h e  w h o l e  p i c t u r e  of p u r c h a s i n g  in t he  F e d e r a l  s u p p l y  
o p e r a t i o n .  

Now,  wha t  h a v e  we  b e e n  a b l e  to  do  in  b r i n g i n g  a b o u t  c o m m o n s e n s e  
m e t h o d s  of b u y i n g  in F e d e r a l  S u p p l y ?  Of c o u r s e  t h i s  a l s o  a p p l i e s  to  
t he  E P S  p r o g r a m ,  w h i c h  I a m  g o i n g  to  t e l l  you  a b o u t  in  a m i n u t e  o r  so .  
F o r  e x a m p l e ,  a c o u p l e  of y e a r s  a g o  we w e r e  b u y i n g  54 d i f f e r e n t  k i n d s  
of m e t a l  d e s k s .  T o d a y  we buy  8. We w e r e  b u y i n g  18 d i f f e r e n t  k i n d s  
of p a p e r  t o w e l s .  T o d a y  we buy  7. So on, a c r o s s  t he  l i ne ,  I c o u l d  g i v e  
you  a n y  n u m b e r  of e x a m p l e s ,  i n c l u d i n g  e x t r e m e  c a s e s .  F o r  e x a m p l e ,  
we  buy  c l o t h e s  l o c k e r s ,  b e c a u s e  we h a v e  a lo t  of p e o p l e  w o r k i n g  in  
b u i l d i n g s  who  c o m e  in  in  the  m o r n i n g  and  c h a n g e  to  w o r k i n g  c l o t h e s ,  
a nd  in the  e v e n i n g  c h a n g e  b a c k  a g a i n  to s t r e e t  w e a r .  We w e r e  b u y i n g  
136 d i f f e r e n t  k i n d s  of  o r d i n a r y  c l o t h e s  l o c k e r s ,  a f a n t a s t i c  n u m b e r  and  
v a r i e t y .  T o d a y  we buy  10. By  t h i s  s i m p l i f i c a t i o n  we a r e  d o i n g  a s e r v -  
i c e  to  no t  on ly  a l l  of t he  v a r i o u s  d e p a r t m e n t s  of G o v e r n m e n t  t h a t  we  
s e r v i c e  by b e i n g  a b l e  to  h a v e  t h e s e  i t e m s  a v a i l a b l e  o r  in  s t o c k  f o r  
r a p i d  d e l i v e r y ,  bu t  we a r e  m a k i n g  it  p o s s i b l e  f o r  a l l  t y p e s  a n d  s i z e s  
of  s u p p l i e r s  to  do b u s i n e s s  w i th  the  G o v e r n m e n t .  In o t h e r  w o r d s ,  t h e  
l i t t l e  f e l l o w ,  the  m e d i u m - s i z e  f e l l ow ,  a n d  the  b ig  m a n u f a c t u r e r s  c a n  
now s u p p l y  us b e c a u s e  we h a v e  f e w e r  s t a n d a r d  i t e m s .  We a r e  t r y i n g  
to a d a p t ,  i n s o f a r  as  p o s s i b l e ,  i t e m s  u s e d  t h r o u g h o u t  i n d u s t r y  a s  a 
w h o l e ,  r a t h e r  t h a n  h a v e  s p e c i a l - m a d e  i t e m s  f o r  j u s t  t he  G o v e r n m e n t .  
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What a r e  we ab l e  to do, and  why  shou ld  GSA do th i s  type  of s e r v -  
i c i n g  fo r  the  t h r e e  b r a n c h e s  of the s e r v i c e ?  The  a n s w e r  is v e r y  s i m p l e .  
In the  s e r v i c e s  you a r e  h igh ly  t r a i n e d ,  wi th  s p e c i a l  k n o w l e d g e  fo r  s p e -  
c ia l  t ypes  of i t e m s  wh ich  you r e q u i r e - - c o m b a t  p l a n e s ,  s h i p s ,  t a n k s ,  
s p e c i a l - p u r p o s e  t r u c k s ,  guns ,  and so fo r t h ,  acros,~ -the l ine .  But  GSA 
and the  F e d e r a l  Supply  o p e r a t i o n  has  tha t  s a m e  t r a i n i n g  in  t he  p u r c h a s e  
of t h e s e  c o m m o n - u s e  i t e m s ,  the i n c i d e n t a l s  wh ich  keep  the  b r a n c h e s  of 
the  s e r v i c e  in b u s i n e s s ,  as  we l l  as  a l l  the  c i v i l i a n  d e p a r t m e n t s  of the  
G o v e r n m e n t .  

I so  of ten  h e a r  f r o m  s o m e  a g e n c y  c u s t o m e r s  tha t ,  " W h i l e  we d o n ' t  
buy  so  m u c h ,  we can  buy  as  c h e a p l y  as  you can  buy.  " Tha t  is  n o t  the  
poin t .  F i r s t  of a l l ,  we m u s t  r e m e m b e r  tha t  it is  not s i g n i f i c a n t  tha t  
one d e p a r t m e n t  of G o v e r n m e n t  is  a huge  b u y e r  of an  i t e m ,  and  a n o t h e r  
d e p a r t m e n t  is  a v e r y  s m a l l  p r o c u r e r  of tha t  i t e m .  Tha t  is  not  i m p o r -  
t an t .  T h e s e  a r e  a l l  G o v e r n m e n t  funds .  They  a l l  c o m e  out of the  s a m e  
t r e a s u r y .  T h e r e f o r e ,  the  l i t t l e  b u y e r  in G o v e r n m e n t  s h o u l d  be a b l e  to 
get  the  bene f i t  of the  s a m e  p r i c e  and  the s a m e  s e r v i c e  as  the  b ig  b u y e r  
of G o v e r n m e n t .  It does  not  m a k e  any  d i f f e r e n c e  w h e t h e r  it  h a p p e n s  to 
be  t r u c k s  o r  a u t o m o b i l e s  o r  s h e e t i n g  o r  b l a n k e t s ,  o r  w h a t e v e r  the  i t e m  
h a p p e n s  to be .  

Our  func t ion  in G o v e r n m e n t  i s  to s e e  tha t  a l l  d e p a r t m e n t s  of Gov-  
e r n m e n t  have  the  s a m e  s e r v i c e  and the  s a m e  p r i c e s  tha t  the  b ig  b u y e r  
in  G o v e r n m e n t  r e c e i v e s .  Tha t  i s  the  r e a s o n  why we have  to b r i n g  
t h e s e  p u r c h a s e s  t o g e t h e r .  

I cou ld  go on g iv ing  you a n u m b e r  of o t h e r  e x a m p l e s  a l o n g  tha t  l ine ,  
but I a m  s u r e  tha t  you u n d e r s t a n d  what  we m e a n  by the  s i m p l i f i c a t i o n  in 
p u r c h a s i n g ,  the  c o n s o l i d a t i o n  of p u r c h a s i n g ,  and  h a v i n g  the i t e m s  a v a i l -  
a b l e .  

So of ten  i t  i s  s a i d  to m e ,  "We l l ,  ff th i s  was  a c o m m e r c i a l  o p e r a -  
t ion  you  would  not  do b u s i n e s s  the way  you do b u s i n e s s .  " Tha t  is  t r u e ,  
b e c a u s e ,  in  m y  e x p e r i e n c e  o v e r  a n u m b e r  of y e a r s  in p r i v a t e  i n d u s t r y ,  
the  o p e r a t i o n s  a r e  v e r y  d i f f e r e n t .  F i r s t  of a l l ,  you a r e  in b u s i n e s s  to 
m a k e  a p ro f i t .  T h e r e f o r e  you h a v e  a n u m b e r  of i n c e n t i v e s  in p r i v a t e  
b u s i n e s s  tha t  you do not  h a v e  in w o r k i n g  in the  G o v e r n m e n t .  

I w i l l  g ive  you a good e x a m p l e  of what  I m e a n .  In ou r  D e n v e r  
R e g i o n  a y e a r  ago  I was  look ing  t h r o u g h  s o m e  p u r c h a s e  o r d e r s  f r o m  
c u s t o m e r s  tha t  t hey  have .  T h e r e  was  an o r d e r  f r o m  an Ind ian  R e s e r -  
v a t i o n  fo r  s ix  bu t tons .  I s a id ,  "Six bu t tons !  You d o n ' t  f i l l  an  o r d e r  



l i k e  t h a t ,  do  y o u ? "  T h e y  s a i d ,  " Y e s ,  we  f i l l  t h e  o r d e r .  W e  d o n ' t  
c a r r y  t h o s e  b u t t o n s  in  o u r  s t o c k .  " We w e n t  d o w n  t h e  s t r e e t  t o  a s t o r e  
a n d  b o u g h t  t h o s e  b u t t o n s  a n d  s e n t  t h e m  f i r s t - c l a s s  m a i l  t o  t h i s  I n d i a n  
R e s e r v a t i o n .  H e r e  i s  t h e  r e a s o n  w h y .  T h e y  h a v e  to  go 30,  40 ,  o r  50 
m i l e s  b e f o r e  t h e y  c a n  g e t  a n y t h i n g  l i k e  t h a t .  T h i n k  of  t h e  e x p e n s e  t h e r e  
w o u l d  b e  f o r  s o m e o n e  to  go  a n d  g e t  s i x  b , , t t o n s  a n d  t a k e  t h e m  t o  t h e  r e s -  
e r v a t i o n .  I a p p r e c i a t e  t h a t  i s  a n  e x t r e m e  c a s e .  

T h e  p o i n t  I a m  b r i n g i n g  ou t  i s  t h a t  o u r  f u n c t i o n  i s  s e r v i c e .  We  
a r e  d e f i n i t e l y  a s e r v i c e  a n d  a n  a d m i n i s t r a t i v e  a g e n c y ,  s o  w e  h a v e  to  
b e  p r e p a r e d  t o  g i v e  t h e  s e r v i c e  to  n o t  o n l y  t h e  t h r e e  b r a n c h e s  o f  t h e  
m i l i t a r y  s e r v i c e  b u t  t o  a l l  t h e  c i v i l i a n  d e p a r t m e n t s  a n d  a g e n c i e s  o f  
o u r  G o v e r n m e n t .  So  we  do  a lo t  of  t h i n g s  w h i c h  f r o m  a b u s i n e s s  s t a n d -  
p o i n t  w o u l d  n o t  be  c o n s i d e r e d  c o m p l e t e l y  p r a c t i c a l ,  b u t  w e  d o  r e n d e r  
t h a t  s e r v i c e .  

N o w  l e t  m e  v e r y  q u i c k l y ,  b e c a u s e  w e  w a n t  to  h a v e  a s  m u c h  t i m e  
a s  p o s s i b l e  f o r  o u r  q u e s t i o n  a n d  a n s w e r  p e r i o d ,  s u m  up  to  y o u  w h a t  t h i s  
a l l  m e a n s  b e f o r e  I go  on  to  t h e  d i r e c t  p u r c h a s i n g  of  c r i t i c a l  m a t e r i a l s .  

T h i s  m e a n s  t h a t  G S A ' s  s i z e - - i f  y o u  w a n t  to  k n o w  a l i t t l e  b i t  a b o u t  
i t s  s i z e  w i t h  r e f e r e n c e  to  s o m e  of t h e  l a r g e s t  i n d u s t r i e s  i n  t h e  w o r l d - -  
i s  o v e r  t w i c e  t h a t  o f  A .  T .  & T . ,  a n d  o v e r  t h r e e  t i m e s  t h a t  o f  G e n e r a l  
M o t o r s .  So y o u  c a n  s e e  i t  i s  a r a t h e r  . q i zab le  o p e r a t i o n .  

W e l l ,  d u r i n g  t h e  p e r i o d  o f  t i m e  t h i s  a d m i n i s t r a t i o n  h a s  b e e n  in  
b u s i n e s s ,  t h e  s a v i n g s  in  GSA a l o n e  to  t h e  p e o p l e  o f  t h i s  c o u n t r y  a r e  
o v e r  400 m i l l i o n  d o l l a r s .  Y o u  a s k ,  " W h a t  w o u l d  400 m i l l i o n  d o l l a r s  
d o ? "  W e l l  t h a t  w o u l d  b u i l d  a n d  c o m p l e t e l y  e q u i p  o v e r  1 , 2 0 0  1 0 - r o o m  
s c h o o l h o u s e s .  A 1 0 - r o o m  s c h o o l h o u s e  i s  a p r e t t y  g o o d  s i z e d  s c h o o l -  
h o u s e ,  o u t s i d e  o f  a m e t r o p o l i t a n  a r e a .  O r  i t  w o u l d  b u i l d  a C l a s s  1 
h i g h w a y  f r o m  t h e  A t l a n t i c  C o a s t  t o  t h e  P a c i f i c  C o a s t  a n d  b a c k  a g a i n  to  
D e n v e r .  If  we  a r e  d e f e n s e  m i n d e d ,  I a m  t o l d  t h a t  i t  w o u l d  b u y  a n d  
f u l l y  e q u i p  3 . 5  w i n g s  o f  j e t  i n t e r c e p t o r  f i g h t e r s .  

T h a t  i s  a n  a c c o m p l i s h m e n t  f o r  o n e  c i v i l i a n  a g e n c y  in  t h e  G o v e r n -  
m e n t .  I a m  h a p p y  to  r e p o r t  t h a t  t h i s  y e a r ,  i f  w e  a r e  a b l e  t o  c o n t i n u e  
on  f o r  t h e  r e m a i n d e r  o f  t h i s  f i s c a l  y e a r ,  o u r  s a v i n g s  w i l l  r u n  o v e r  190 
m i l l i o n  d o l l a r s .  Y e a r  by  y e a r  t h e s e  s a v i n g s  a r e  i n c r e a s i n g .  T h e y  a r e  
n o t  b r o u g h t  a b o u t  by  m e  o r  b y  j u s t  a f e w  p e o p l e  in  o u r  a g e n c y .  T h e y  
a r e  b r o u g h t  a b o u t  b y  t h e  c o o p e r a t i o n  a n d  b y  t h e  p r o p e r  d e l e g a t i o n  of  
r e s p o n s i b i l i t y  t o  a i l  t h e  p e o p l e  t h r o u g h o u t  o u r  o p e r a t i o n s .  
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Tha t  i s  why we b e l i e v e  in the  p r i n c i p l e  of d e c e n t r a l i z a t i o n  out  in to  
the  r e g i o n s .  We fee l ,  f o r  e x a m p l e ,  tha t  our  D a l l a s  and F o r t  W o r t h  
R e g i o n  is  b e t t e r  qua l i f i ed  to s e r v i c e  the  v a r i o u s  b r a n c h e s  of the  s e r v -  
i c e  in tha t  s e c t i o n  of the  c o u n t r y  than  we could  p o s s i b l y  be h e r e  in  
W a s h i n g t o n .  We take  the  s a m e  a t t i t u d e  with  r e g a r d  to S e a t t l e ,  Bos ton ,  
and  so  fo r th .  We t r y  to deve lop  a c l o s e  r e l a t i o n s h i p  b e t w e e n  the  s u p p l y  
o f f i c e r s  of the  b r a n c h e s  of the s e r v i c e  and the l o c a l  p e o p l e  in the  r e -  
g ions  w h e r e  we o p e r a t e .  We t r y  to u n d e r s t a n d  t h e i r  p r o b l e m s  and  have  
t h e m  u n d e r s t a n d  o u r  p r o b l e m s .  We f ee l  that  in  tha t  way  we can  r e n d e r  a 
f a r  b e t t e r  ser~r ice  than  we could  by a b s e n t e e  or  l o n g - d i s t a n c e  s e r v i c e .  

Th i s  has  b e e n  d e v e l o p e d  so  s u c c e s s f u l l y  tha t  in s o m e  r e g i o n s  
t h r o u g h o u t  the  c o u n t r y  t h e r e  have  b e e n  s p e c i f i c  r e q u e s t s  m a d e  in to  
W a s h i n g t o n  tha t  t hey  be  p e r m i t t e d  to c a r r y  on t h e i r  supp ly  o p e r a t i o n s  
d i r e c t l y  with  ou r  r e g i o n a l  peop le  r a t h e r  than to h a v e  to c l e a r  t h e s e  
o p e r a t i o n s  t h r o u g h  Wash ing ton .  It is  w o r k i n g  out.  It is  g o i n g  to con -  
t inue  to w o r k  out only  if we do it on a c o o p e r a t i v e - b a s i s .  

GSA is  not  in a p o s i t i o n  to t e l l  any  one of the  b r a n c h e s  of the  s e r v -  
i c e ,  o r  any  c i v i l i a n  a g e n c y ,  that  "You  h a v e  to do it  t h i s  w a y . "  We h a v e  
to s e l l  ou r  w a r e s .  If we c a n ' t  g ive  s e r v i c e  and  p r i c e  and  qua l i t y ,  we  
c a n ' t  e x p e c t  to get  the  b u s i n e s s .  Tha t  is  s~mply  what  o u r  p r o b l e m  
a m o u n t s  to.  

In the  q u e s t i o n  p e r i o d ,  if you have  s o m e  q u e s t i o n s  on t h e s e  th ings  
I h a v e  b e e n  d i s c u s s i n g ,  we wi l l  c o v e r  t h e m  in tha t  way,  r a t h e r  t han  to 
d w e l l  f u r t h e r  on t h e m ,  b e c a u s e  I wan t  to m o v e  q u i c k l y  into  o u r  e m e r -  
g e n c y  p r o c u r e m e n t  p r o g r a m ,  w h i c h  is  of v i t a l  i n t e r e s t  to you .  

Now,  the  s t o c k p i i i n g  of s t r a t e g i c  and c r i t i c a l  m a t e r i a l s  i s  one  GSA 
func t ion  wh ich  b r i n g s  us c l o s e s t  to the  D e p a r t m e n t  of D e f e n s e  in  t e r m s  
of s u p p o r t .  The  r e g u l a r  GSA supp ly  p r o g r a m s  a r e  s u p p l e m e n t a r y  to  
the  g e n e r a l  m i l i t a r y  p u r c h a s e s ,  but  the  c r i t i c a l  m a t e r i a l s  p r o g r a m  is  
a d i r e c t  s e r v i c e  to n a t i o n a l  d e f e n s e .  

T h e r e  is  only  one s t o c k p i l e  of s t r a t e g i c  and  c r i t i c a l  m a t e r i a l s .  
Th i s  is  a v e r y  i m p o r t a n t  po in t  I want  to b r i n g  out .  Th i s  i s  b e i n g  bu i l t  
f o r  the  m i l i t a r y  and  e s s e n t i a l  c i v i l i a n  n e e d s  in t he  e v e n t  of w a r .  T h a t  
i s  the  so l e  p u r p o s e  of the  s t o c k p i l e  p r o g r a m .  The  p u r p o s e  is  no t  to  
c o n t r o l  p r i c e s ,  o r  r i g  p r i c e s ,  o r  r a i s e  p r i c e s ,  o r  d e p r e c i a t e  p r i c e s .  
It i s  s t r i c t l y  a d e f e n s e  o p e r a t i o n .  
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C o n s e q u e n t l y ,  GSA s t o c k p i l e  o p e r a t i o n s  a r e  g e a r e d  c l o s e l y  to DOD 
p lann ing  and ODM p lann ing  {that is  Off ice  of D e f e n s e  Mobi l iza t ion} for  
e m e r g e n c y  r e q u i r e m e n t s .  What  is  the  GSA m i s s i o n  in th i s  p r o g r a m ?  
It is con t a ined  in Pub l i c  Law 520 of the  79th C o n g r e s s .  GSA is  r e s p o n -  
s i b l e  for:  

1. The  a c q u i s i t i o n  of any m a t e r i a l  t e r m e d  " s t r a t e g i c "  o r  " c r i t -  
i c a l "  by the  Off ice  of D e f e n s e  Mob i l i za t ion .  

2. The s t o r a g e  of t h e s e  m a t e r i a l s .  

3. The  r o t a t i o n  of t h e s e  m a t e r i a l s  as r e q u i r e d .  That  is  v e r y  
i m p o r t a n t .  F o r  e x a m p l e ,  it a s s u r e s  tha t  r u b b e r  and f i b e r  and s i m i l a r  
m a t e r i a l s  of good qua l i ty  wi l l  be a v a i l a b l e  at  a l l  t i m e s .  

4. M a i n t e n a n c e ,  p r o t e c t i o n ,  and r e l a t e d  a c t i v i t i e s .  

Now, you can  a p p r e c i a t e  that  s o m e  of t h e s e  t h ings  tha t  we have  
a r e  v e r y  v a l u a b l e .  Of c o u r s e ,  as you know, GSA is  the  l a r g e s t  h o l d e r  
of n a r c o t i c s  in the  wor ld .  We a r e  p r o b a b l y  the  l a r g e s t  h o l d e r  of i n d u s -  
t r i a l  d i a m o n d s .  You c£n a p p r e c i a t e  the  s e c u r i t y  r e q u i r e d  in s t o r i n g  
d i a m o n d s  in tha t  v o l u m e .  

So we do have  qui te  a p r o b l e m  in the p r o t e c t i o n  of m a n y  of t h e s e  
m a t e r i a l s  which  we have  s t o r e d  away in h u n d r e d s  of l o c a t i o n s .  

Now, what  is  our  p l ann ing  func t ion?  Its c o n c e p t s  in  r e l a t i o n  to 
o t h e r  a g e n c i e s  a re :  

1. The  c o l l e c t i o n  and eva lua t i on  of supply  data;  tha t  i s ,  m a r k e t  
s t u d i e s ,  e c o n o m i c  i n t e l l i g e n c e ,  w o r l d w i d e .  We m u s t  know exac t l y  
what  the  w o r l d  m a r k e t  cond i t ion  is at  a l l  t i m e s .  We m u s t  know about  
c r o p  f a i l u r e s ,  s t r i k e s ,  and a l l  of t h o s e  th ings  o v e r  w l~eh  we have  no 
c o n t r o l .  We h a v e  to be t h o r o u g h l y  v e r s e d  in th ings  that  a f fec t  the  
supp ly  of t h e s e  i t e m s  and our  p u r c h a s i n g  t h e m .  

2. The  d e t e r m i n a t i o n  of p u r c h a s e  p o l i c i e s ,  by a d v i s i n g  ODM and 
Other d e p a r t m e n t s  of the  G o v e r n m e n t .  In o t h e r  w o r d s ,  t h e y  look to us 
fo r  e x p e r t  a d v i c e  in t h e s e  f i e l d s .  

3. S to rage  p r o b l e m s - - l o c a t i o n s ,  t e c h n i q u e s ,  and p r e v e n t i v e  
m e a s u r e s .  F o r  e x a m p l e ,  t h e r e  is  no use  of our  s t o r i n g  c r i t i c a l  
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m a t e r i a l s  in a l o c a t i o n  w h e r e  in  c a s e  of an e m e r g e n c y  one r a i l r o a d  
b r i d g e  m i g h t  m a k e  it i m p o s s i b l e  fo r  us to  m o v e  t h e s e  m a t e r i a l s  out 
of that  l oca t ion .  At  the s a m e  t i m e ,  we can ' t  s t o r e  the  i t e m s  in a l o c a -  
t ion  wh ich  i s  not  r e a d i l y  a c c e s s i b l e  by v a r i o u s  k inds  of t r a n s p o r t a t i o n  
to the  poin t  of use .  A l so ,  we can ' t  s t o r e  t h e m  in l oca t ions  w h e r e  t h e r e  
a r e  f i r e  h a z a r d s  or  p o t e n t i a l  f lood cond i t ions .  

Al l  t h e s e  v a r i o u s  r a m i f i c a t i o n s  have  to be c o n s i d e r e d  b e f o r e  we 
s e l e c t  the  l o c a t i o n  to s t o r e  the i t e m s ,  l e t  a ione  the  p r o t e c t i o n  of the  
i t e m s  a f t e r  t hey  a r e  put in  s t o r a g e .  

Of c o u r s e  t h e y  a l l  l e ad  i n d i r e c t l y  to g e n e r a l  t r a n s p o r t a t i o n  p r o b -  
l e m s .  How a r e  we go ing  to get  the  goods  in and  out i f  t hey  c o m e  on 
sh ips  f r o m  f o r e i g n  c o u n t r i e s 7  How a r e  we going to t r a n s p o r t  t h e m ,  
and  so  f o r t h ?  

Now, F e d e r a l  s t o c k p i l e  o p e r a t i o n s ,  s t ockp i l i ng ,  b e g a n  in e a r n e s t  
a f t e r  W o r l d  War  H. B e f o r e  Wor ld  War  H, in  1939, C o n g r e s s  p a s s e d  
the S tockp i le  Ac t  and a p p r o p r i a t e d  40 m i l l i o n  d o l l a r s  to buy and s t o r e  
17 m a t e r i a l s .  J u s t  i m a g i n e - - 4 0  m i l l i o n  d o l l a r s .  L a s t  y e a r  we bought  
about  ha l f  a b i l l i on  d o l l a r s '  wor th  of c r i t i c a l  m a t e r i a l s .  The  P r o c u r e -  
m e n t  D i v i s i o n  of T r e a s u r y ,  known then  as  the  F e d e r a l  B u r e a u  of Supply 
had  that  r e s p o n s i b i l i t y .  They  took the i n i t i a l  s t ocks  p r e v i o u s l y  a c q u i r e d  
by RFC,  c o n s i s t i n g  of s o m e  r u b b e r ,  s o m e  d i a m o n d s ,  q u a r t z ,  m i c a ,  and  
a few o t h e r  m i s c e l l a n e o u s  i t e m s .  

The  s t o c k p i l e  va lue  at the  b e g i n n i n g  of Wor ld  War H s tood  at 69.5  
m i l l i o n  d o l l a r s ,  o r  29 m a t e r i a l s .  Today  it is  about  5 b i l l i o n  d o l l a r s .  
I n d u s t r i a l  d i a m o n d s  and r u b b e r ,  when ava i l ab l e ,  r e p r e s e n t  a l a r g e  
pa r t  of the  va lue  of the  s tockp i l i ng .  

Then  s t o c k p i l i n g  was r e s u m e d  in e a r n e s t  at  about  the  t i m e  GSA 
was  c r e a t e d .  That  was in 1949. In 1950 the  g r o w i n g  i m p o r t a n c e  of the  
s t o c k p i l i n g  func t ion  r e s u l t e d  in  the  o r g a n i z a t i o n  of a s p e c i a l  uni t  w i th in  
GSA which  has  c o n c e n t r a t e d  s o l e l y  on th is  p r o g r a m .  That  was  and  
is  the  E m e r g e n c y  P r o c u r e m e n t  S e r v i c e ,  or  EPS.  It was  o r g a n i z e d  
s p e c i f i c a l l y  to h a n d l e  p r o g r a m s  i nvo lv ing  m e t a l s ,  m i n e r a l s ,  f i b e r s ,  
o i l s ,  and the  e x p a n s i o n  of i n d u s t r i a l  f a c i l i t i e s .  

The c u r r e n t  s t a tu s  of s t o c k p i l i n g  as  of 1 J a n u a r y  1956, is:  T h e r e  
a r e  76 m a t e r i a l s  on the  l i s t ,  d i v i d e d  in to  t h e s e  c a t e g o r i e s :  m e t a l s ,  such  
as  c o p p e r ,  l ead ,  n i cke l ,  and so for th;  m i n e r a l s ,  such -a s  mica, ,  qua r t z ,  



and  so  for th ;  o i l s ,  s u c h  as  p a l m  oi l ,  tung  oi l ,  and  so  f o r t h - - n o t  fue l  
oi ls ;  f i b e r s ,  s u c h  a s  a b a c a ,  s isal~ and  so  fo r t h .  

The  m i n i m u m  o b j e c t i v e s  a r e  la id  down fo r  GSA by  the  Off ice  of 
D e f e n s e  M o b i l i z a t i o n .  GSA does  not  o r i g i n a t e  the  p r o g r a m  or  s a y  how 
m u c h  is  to be p u r c h a s e d .  We do the  m e c h a n i c a l  p a r t  of p u r c h a s i n g ,  
t r a n s p o r t a t i o n ,  s t o r a g e ,  and p r o t e c t i o n .  And of c o u r s e  ODM ge t s  
a d v i c e  f r o m  the  D e p a r t m e n t  of D e f e n s e .  

Now it is  d i f f i cu l t  f o r  s u p p l i e s  to c o v e r  m i l i t a r y  n e e d s  and  i r r e -  
d u c i b l e  c i v i l i a n  r e q u i r e m e n t s .  You m u s t  r e m e m b e r  tha t  a t  a l l  t i m e s  
you have  the  m i l i t a r y  n e e d s  and  the c i v i l i a n  r e q u i r e m e n t s .  L i k e  the  
Gold Dus t  T w i n s ,  t h e y  go t o g e t h e r .  

To e s t a b l i s h  o b j e c t i v e s ,  ODM c o n s u l t s  wi th  the  m i l i t a r y ,  w h i c h  
would  be the  h e a v i e s t  t a k e r ,  of c o u r s e ,  of t h e s e  m a t e r i a l s  in  the  e v e n t  
of an  e m e r g e n c y .  Then  ODM c o n s u l t s  wi th  the c i v i l i a n  a g e n c i e s  w h i c h  
dea l  wi th  the  v a r i o u s  i n d u s t r i e s  t h a t  u se  t h e s e  m a t e r i a l s .  F o r  e x a m p l e ,  
in s o m e  c a s e s  it  would  be  C o m m e r c e ;  in o t h e r  c a s e s  it  would  be  a n o t h e r  
d e p a r t m e n t ,  s ay ,  fo r  e x a m p l e ,  I n t e r i o r .  

Of c o u r s e  the  p a r t  in C o m m e r c e  is  the  BDSA d i v i s i o n  of C o m m e r c e .  
Of c o u r s e  GSA a d v i s e s  on t h e s e  o t h e r  i n d u s t r i e s  tha t  wi l l  u se  t h e s e  
m a t e r i a l s .  

What  does  th i s  a l l  m e a n  in d o l l a r s ?  The  s t o c k p i l e  goa l  i s  o v e r  
7 b i l l i on  d o l l a r s .  On hand  t o d a y  we h a v e  67.1  p e r c e n t ,  o r  4, 700, 000, 000 
d o l l a r s '  w o r t h .  On o r d e r  we have  5 .7  p e r c e n t ,  o r  400 m i l l i o n  d o l l a r s '  
w o r t h .  Yet  to c o m e  is  27 .2  p e r c e n t ,  or  1 ,900 ,  000, 000 d o l l a r s .  

Le t  m e  e m p h a s i z e ,  th i s  i s  i t  on ly  as  i t  i s  t oday .  It is  a v e r y  f l ex -  
ib le  p r o g r a m .  T o m o r r o w  the m i l i t a r y  m a y  r e c o m m e n d  i m p o r t a n t  
c h a n g e s .  ODM m a y  g ive  us i n s t r u c t i o n s  to r a p i d l y  s t ep  up o u r  p r o c u r e -  
m e n t .  Maybe  the m i l i t a r y  wi l l  d e c i d e  tha t  7 b i l l i o n  d o l l a r s  is  not  enough .  
It m a y  want  8 b i l l i on  d o l l a r s .  

So, t h e r e f o r e ,  a l w a y s  r e m e m b e r  tha t  th i s  p i c t u r e  can  be  c h a n g e d  
o v e r n i g h t .  The  p e r c e n t a g e  to c o m e  can  go up o r  down in the  l igh t  of 
n e w  c a l c u l a t i o n s .  F o r  e x a m p l e ,  d e s i g n i n g  t i t a n i u m  in to  a i r f r a m e s  in 
h e a v y  v o l u m e  can  c r e a t e  a s u b s t a n t i a l  s t o c k p i l e  o b j e c t i v e .  T i t a n i u m  
is  a v e r y  e x p e n s i v e  i t e m .  The  use  of th i s  m a t e r i a l  i s  a l a r g e  m i l i t a r y  
p l a n n i n g  f a c t o r  in s t o c k p i l e  o b j e c t i v e s .  

10 



01467 

T h e s e  a r e  t h e  m a t e r i a l s  we  h a v e .  T h i s  w i l l  b e  o f  g r e a t  i n t e r e s t  
t o  y o u ,  b e c a u s e  i t  w i l l  s h o w  y o u  t h a t  we  a r e  r e a l l y  a c c o m p l i s h i n g  s o m e -  
t h i n g  in  t h i s  p r o g r a m .  We h a v e  100 p e r c e n t  o f  t h e  o b j e c t i v e  i n  33 m a t e -  
r i a l s .  I n  o t h e r  w o r d s ,  we  h a v e  a f u l l  h o u s e  in  33 v a r i o u s  c r i t i c a l  m a t e -  
r i a l s .  We d o n ' t  n e e d  a n y  m o r e .  

We h a v e  90 t o  99 p e r c e n t  in  s i x  a d d i t i o n a l  m a t e r i a l s .  Y o u  s e e ,  w e  
a r e  g e t t i n g  a l o n g  t h e  w a y  p r e t t y  w e l l .  T h u s  we  d r a w  a v e r y  s a f e  m a r g i n .  
N o  u n d u e  s t r a i n  w i l l  be  f e l t  in  a c h i e v i n g  t h e  b a l a n c e  o f  t h e  g o a l  i n  t h e s e  
m a t e r i a l s ,  s i n c e  t h e  m a t e r i a l s  a r e  a v a i l a b l e  w h e n  a n d  i f  we  n e e d  t h e m ,  
a n d  o u r  p r o g r a m  c a n  be  v e r y  r a p i d l y  s t e p p e d  up .  

In  t h e  s t o c k p i l e  we  h a v e  f r o m  50 to  89 p e r c e n t  o f  18 o t h e r  m a t e r i a l s .  

W e  h a v e  l e s s  t h a n  50 p e r c e n t  of  19 m a t e r i a l s .  T h a t  i s  w h a t  w e  a r e  
p u t t i n g  t h e  p r e s s u r e  on n o w ,  to  b r i n g  t h e s e  19 v a r i o u s  m a t e r i a l s  up  to  
o v e r  50 p e r c e n t ,  o r  i n t o  t h e  50 to  89 p e r c e n t  r a n g e .  

Y o u  s a y ,  " W h y  h a v e n ' t  y o u  d o n e  a b e t t e r  j o b  on t h a t ? "  W e l l ,  i t  
j u s t  i s  n o t  a v a i l a b l e .  T h e  w o r l d  s u p p l y  i s  n o t  t h e r e .  We  a r e  t a k i n g  a l l  
we  c a n  g e t  ou t  o f  t h e  w o r l d  s u p p l y .  

M a n y  p r o b l e m s  h a m p e r  t h e  a c q u i s i t i o n  of m a t e r i a l s  in  t h i s  c a t e g o r y .  
O n e  of  t h e  p r i n c i p a l  o n e s  i s  w h e n  t h e  e x i s t i n g  s u p p l y  i s  n o t  e n o u g h  f o r  
c u r r e n t  n e e d s ,  w o r l d w i d e - - n o t  j u s t  d o m e s t i c .  A n  e x a m p l e  i s  c e r t a i n  
t y p e s  o f  a s b e s t o s .  T h e r e  i s  o n l y  o n e  n a t i o n  t h a t  i s  a s o u r c e  o f  t h e s e  
t y p e s  o f  a s b e s t o s .  T h i s  i s  i n  A f r i c a - - R h o d e s i a .  So i t  i s  b e y o n d  o u r  
c o n t r o l .  

T h e  s t o c k p i l e  i n v e n t o r y  i s  n o w  l o c a t e d  in  t h e  c o n t i n e n t a l  U n i t e d  
S t a t e s  a t  273 l o c a t i o n s .  S i x t y - f i v e  of  t h o s e  l o c a t i o n s  a r e  m i l i t a r y ;  125 
~ r e  c o m m e r c i a l ,  i n d o o r  l o c a t i o n s ;  i i  a r e  o u t d o o r  c o m m e r c i a l  b u l k  
l o c a t i o n s .  T h e r e  a r e  16 c o m m e r c i a l  t a n k  f a r m s  f o r  o i l s .  T h e r e  a r e  
31 p l a n t  s i t e s .  F o u r  a r e  G o v e r n m e n t - o w n e d  b u l k  o r e  s t o r a g e  a r e a s .  
GSA o w n s  16 l o c a t i o n s ,  a n d  5 a r e  v a u l t  s t o r a g e  p o i n t s ,  t h e  s t r o n g e s t  
v a u l t s  t h r o u g h o u t  t h e  c o u n t r y .  

I t  w o u l d  b e  a n  i m p o s s i b i l i t y  f o r  a n y  i n d i v i d u a l ,  o r  g r o u p  of  i n d i '  
v i d u a l s ,  n o  m a t t e r  h o w  w e l l  o r g a n i z e d ,  t o  g e t  a t  o u r  n a r c o t i c  s t o r a g e  
o r  o u r  d i a m o n d  s t o r a g e .  I t  i s  j u s t  b e y o n d  p h y s i c a l  c o m p r e h e n s i o n .  
T h o s e  a r e  t h e  p r e c a u t i o n s  we  h a v e  t a k e n .  
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Storage  opera t ions  involve f i r s t ,  pol icy  d e t e r m i n a t i o n  of loca t ions .  
That  is of g r ea t  impor t ance .  We mus t  cons ide r  t a rge t  a r e a s ,  plus 
fal lout  a r ea s •  Note, in the r ecen t  hypo the t i ca l  a i r  r a id ,  the pe rcen tage  
of knocked-out  s tockpi le  locat ions  was kept at  a s u r p r i s i n g  m i n i m u m .  

Second, loca t ing  the m a t e r i a l s  involves  p lans  to f e ed  the m a t e r i a l s  
to indus t ry  so they can be v e r y  su re  they will  r e ach  the plant  s i te  in  the 
a r e a  where  ma in  t r a n s p o r t  f ac i l i t i e s  can take them to the point  of use.  
That  is what we were  ta lk ing  about a few minu tes  ago. T r a n s p o r t a t i o n  
to the point  of use is  of v i ta l  i m p o r t a n c e  because  it involves  the sa fe -  
keep ing  of the m a t e r i a l s .  We have to avoid b r idges ,  r i v e r s ,  and t a rge t  
c e n t e r s .  We have to have a l t e r n a t e  t r a n s p o r t a t i o n ,  by t ruck,  by railm 
or  by plane.  In the s tockpi le  p rob lems  of the fu ture  emphas i s  is  going 
t o b e  h e a v i e r  in these  f ac to r s .  

In s t o r age ,  m o r e  space  will  be needed as the s tockpi le  n e a r s  com-  
plet ion.  That  is  an obvious s ta tement•  W h a t ' r e a l l y  c o m p l i c a t e s  the 
p r o b l e m  dai ly ,  however ,  is  the d i s p e r s a l  plan.  We have new ru l e s  and 
new regu la t ions  about how fa r  away we have to be f r o m  t a rge t  a r e a s ,  
f r o m  r a i l  points ,  f r o m  f re igh t  ya rd  cen t e r s ,  and so for th .  So we have 
a changing of the ground ru l e s  a l l  the t ime .  What we did y e s t e r d a y  we 
can ' t  do today.  What we do today we can ' t  do t o m o r r o w .  

Then we have s t o r age  plans  to p e r m i t  be t t e r  inven tory ing .  As this  
s tockpi le  grows in s ize ,  you can a p p r e c i a t e  how our  i nven to ry  p r o b l e m  
grows.  It becomes  a t r emendous  job to keep t r a c k  of a l l  t he se  va r i ous  
m a t e r i a l s  we have.  We now have 20, 560, 000 square  feet  of space  and 
a c u r r e n t  def ic i t  of 3 mi l l i on  square  feet .  In o ther  words ,  we need 3 
million additional square feet of storage space at once. You say, "Well, 
it is easy enough to go and get storage space." We see that there Ls a 
lot  of s t o r age  space  ava i lab le ,  but i t  is not in loca t ions  where  we can 
take that  s t o r age  space .  T h e r e  is one l imi t a t i on  or  ano the r .  

We may  need as  much as 10 to 11 mi l l ion  m o r e  squa re  fee t  wi thin  
a v e r y  shor t  pe r iod  of t ime ,  ~ and much  of i t  mus t  be p r e m i u m  indoor  
type space ,  to p ro tec t  these  m a t e r i a l s .  This ,  with the a t tendant  s a f e -  
guard ing  and f i r e - p r o t e c t i 0 n  f ac i l i t i e s ,  and so for th ,  is  a big under tak ing .  
M a t e r i a l s  a r e  moving  into s to r age  now at the app rox ima te  r a t e  of 68j 000 
tons per  month.  So you can see  how much space  we need,  and  how r a p -  
idly we need the space .  
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The  r o t a t i o n  p r o g r a m  is  an  i n c r e a s i n g l y  i m p o r t a n t  o p e r a t i o n .  F o r  
e x a m p l e ,  our  r u b b e r  s t o c k p i l e  is  v i r t u a l l y  c o m p l e t e ,  but  it  is  now b e i n g  
u p g r a d e d ,  and  the  r o t a t i o n  is at  about  7 ,500  tons  p e r  mon th ,  m o v i n g  
r u b b e r  in and  out.  

Now, t h e r e  a r e  m a r k e t  i m p l i c a t i o n s ,  b e c a u s e ,  if  we put too m u c h  
r u b b e r  on the  m a r k e t  a t  one t i m e ,  t h e y  s a y  the  G o v e r n m e n t  i s  d e p r e s -  
s i n g  r u b b e r  p r i c e s ,  o r  t h e y  s a y  we a r e  u p g r a d i n g  r u b b e r  too  m u c h  and  
t h e r e b y  r a i s i n g  p r i c e s .  No m a t t e r  wh ich  way we dea l ,  we h a v e  to be  
c a r e f u l  not  to u p s e t  the  m a r k e t .  

Now I have  two m o r e  m i n u t e s  and then  we wi l l  wind up and  go on 
with  the  q u e s t i o n s .  I want  to c o v e r  the  i m p l i c a t i o n s  as  we l l  as  the  
s t o c k p i l e  p r o b l e m s  v e r y  qu ick ly .  

F o r  e x a m p l e ,  we a r e  s t e p p i n g  up the a b a c a  r o t a t i o n .  New p l a n s ,  
r e c e n t l y  put in to  e f fec t ,  enab le  c l o s e  w o r k i n g  with  i n d u s t r y .  Th i s  has  
b e e n  s p e e d e d  up only  by the  i n t r o d u c t i o n  of b e t t e r  p l ans  fo r  the  m i l i t a r y  
and  c i v i l i a n  u s e s  of th i s  p a r t i c u l a r  i t e m .  

The  r o t a t i o n  of o i l s  i s  b e i n g  a c c e l e r a t e d  as  the  s t o c k p i l e  l e v e l s  
get  c l o s e r  to the  o b j e c t i v e .  Th i s  m e a n s  that  as  we get  m o r e  and m o r e  
oi l  in  o u r  t ank  f a r m s ,  we i n c r e a s e  the  p r o b l e m  of r o t a t i o n .  Our  p r o b -  
l e m s  g r o w  l ike  a s n o w b a l l ,  r a t h e r  t han  d e c r e a s e .  

Many  of the  i t e m s  we n e e d e d  b a c k  in 1952 and  1953, due  to t e c h n o -  
l o g i c a l  d e v e l o p m e n t s ,  a r e  no l o n g e r  n e e d e d  now,  and  we have  to s e l l  
t h e m  in the  open m a r k e t .  We have  to get  back  what  we pa id  fo r  t h e m .  

Le t  m e  give  you a qu ick  e x a m p l e .  We have  b e e n  s t o c k p i l i n g  hog  
b r i s t l e s .  We have  a c c u m u l a t e d  m a n y  b r i s t l e s  wh ich  c o m e  f r o m  f o r e i g n  
c o u n t r i e s .  We a r e  now cu t t ing  t h e m  off, b e c a u s e  t h e r e  is  a m o r e  e f f i -  
c i e n t  s u b s t i t u t e ,  the m a n m a d e  p r o d u c t  of ny lon .  We h a v e  a p r o b l e m  
of ge t t i ng  r i d  of the  b r i s t l e s .  

T h e r e  a r e  m a n y  i t e m s  of that  k ind,  on wh ich  d i s p e r s a l s  r e q u i r e  
c a r e f u l  m a r k e t i n g ,  b e c a u s e  of the i m p a c t  on t r a d e  in g e n e r a l .  

The  E P S  p r o g r a m  of a u g m e n t i n g  the  s t o c k p i l e  i s  as  fo l lows :  The  
s t o c k p i l e  a c c u m u l a t i n g  u n d e r  the  law is  the  m i n i m u m ,  p r o j e c t e d  in to  
the  f u t u r e .  T h e s e  a r e  not  m a x i m u m  o p e r a t i o n s ;  t h e y  a r e  m i n i m u m  
o p e r a t i o n s .  In a d d i t i o n  to t h e s e  m i n i m u m  o b j e c t i v e s ,  E P S  is  expand ing  
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the  p r o t e c t i o n  of s t r a t e g i c  and c r i t i c a l  m a t e r i a l s  to b u t t r e s s  and  sup -  
p o r t  t h e s e  m i n i m u m s .  

What  is  the  s t a n d a r d  p r o g r a m ?  F o r  e x a m p l e ,  the  a l u m i n u m  ingot  
c a p a c i t y  has  d e v e l o p e d  t h r o u g h  the  pas t  few y e a r s  to r e c o r d  l e v e l s .  
The  s t o c k p i l e  t ake ,  t i ed  into  e a c h  s t a n d a r d  c o n t r a c t ,  g u a r a n t e e d  a v e r y  
s t e a d y  f low of m a t e r i a l  to the  s t o c k p i l e .  Th i s  is what  you  ca l l  a 25- 
cen t  p h r a s e .  What  does  tha t  m e a n ?  I th ink  it m e a n s  tha t ,  a s  th i s  
a l u m i n u m  p r o g r a m  e x p a n d s ,  we have  to s e e  tha t ,  of th is  s t a n d a r d  con-  
t r a c t ,  the  G o v e r n m e n t  ge t s  i t s  p i e c e  of p ie  out of tha t  so tha t  we p r o -  
t e c t  the  m i l i t a r y  in c a s e  of a r a p i d  n e e d  fo r  a l u m i n u m .  

Now,  c o m p e t i n g  a g a i n s t  a l l  of th i s  is i n d u s t r y .  T h e r e  is  a g r e a t  
s h o r t a g e  of n i c k e l ,  c o p p e r ,  and  a l u m i n u m .  I n d u s t r y  wan t s  a l l  t h e s e  
i t e m s .  We have  to have  a b a l a n c e  b e t w e e n  the  n e e d  of the  m i l i t a r y  
and the  n e e d  to keep  ou r  c i v i l i a n  e c o n o m y  going.  

On n i c k e l ,  t h e r e  is  the  Cuban  n i c k e l  o p e r a t i o n .  The  G o v e r n m e n t  
owns in Cuba the N i c a r o  n i c k e l  p lant .  As we s ay ,  it  is  on s c h e d u l e .  
I a m  v e r y  happy  to r e p o r t  tha t .  Th i s  y e a r ,  on an annua l  b a s i s ,  we  wi l l  
be p r o d u c i n g  n i c k e l  on t~e b a s i s  of o v e r  31 m i l l i o n  pounds .  At the  end 
of W o r l d  W a r  I.I, wi th  the  m a x i m u m  p r o d u c t i o n  of n i c k e l ,  we w e r e  ge t t i ng  
u n d e r  24 m i l l i o n  pounds  of n i c k e l  out of tha t  o p e r a t i o n .  At the  end of 
th i s  c a l e n d a r  y e a r  we wi l l  be in p o s i t i o n  to s t ep  up th i s  p r o d u c t i o n  to 
o v e r  50 m i l l i o n  pounds  of n i c k e l .  It wi l l  be about  15 p e r c e n t  of the  
Uni ted  S ta tes  supp ly  of one of the  m o s t  c r i t i c a l  m a t e r i a l s  in ou r  d e f e n s e  
p r o g r a m .  

On t i t a n i u m ,  22 ,500  tons  p e r  y e a r  is  the  b a s i s  tha t  is  now fu l ly  
u n d e r  c o n t r a c t ,  and the  c o n s t r u c t i o n  and p r o d u c t i o n  of t h o s e  p l an t s  a r e  
on s c h e d u l e .  

The  d o m e s t i c  p u r c h a s e  p r o g r a m  is the  f ina l  p a r t  of t h i s  d i v i s i o n  of 
ou r  d i s c u s s i o n .  C o n g r e s s i o n a l  a u t h o r i t i e s  to e n c o u r a g e  the  d o m e s t i c  
p r o d u c t i o n  of c r i t i c a l  m a t e r i a l s  to goa l s  a r e  s e t  t h r o u g h  1958 fo r  s o m e  
of the  i t e m s .  T h e s e  a r e  p u r c h a s e d  at  GSA depo t s  for :  (1) i n v e n t o r y ,  
and  (2) s a l e  to i n d u s t r y  as  n e e d e d  to s u p p o r t  the  p r i c e s  i n v o l v e d .  

T u n g s t e n ,  m i c a ,  m a g n e s i u m ,  and  m e r c u r y  a r e  e x a m p l e s  of m a t e -  
r i a l s  u n d e r  p u r c h a s e  which  a r e  of v i t a l  i m p o r t a n c e  to the  e c o n o m y  in 
an  e m e r g e n c y .  
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S t a n d a r d i z a t i o n  and  d o m e s t i c  p u r c h a s e  p r o g r a m s  have  p r o j e c t e d ,  
f u n d a m e n t a l l y ,  a ne t  c o s t  of about  1 , 1 0 0 , 0 0 0 , 0 0 0  d o l l a r s ,  o r  about  one -  
s e v e n t h  of the  s t o c k p i l e  o b j e c t i v e .  Th i s  m e a n s  that  abou t  14 p e r c e n t  
m o r e  m a t e r i a l s  o v e r  the  m i n i m u m  o b j e c t i v e  a r e  to be a c q u i r e d .  I wi l l  
r e p e a t  tha t .  Th i s  m e a n s  tha t  about  14 p e r c e n t  m o r e  m a t e r i a l s  o v e r  ou r  
m i n i m u m  o b j e c t i v e  a r e  to be a c q u i r e d .  Now th is  a d d i t i o n a l  14 p e r c e n t  
m e a n s :  

1. An e x t r a  r e s e r v e  which  can  be fed  to i n d u s t r y  r a p i d l y  in  t i m e  
of bu i ldup  wi thou t  t o u c h i n g  the  s t o c k p i l e .  Tha t  is  v e r y  i m p o r t a n t .  When  
w o r l d w i d e  c o n d i t i o n s  upse t  n o r m a l  p r o d u c t i o n  the r e s e r v e  can  be  s e n t  
at  once  to t ake  c a r e  of the  u n f i n i s h e d  d e f e n s e  o r d e r s .  Note  tha t  I d i f f e r  
b e t w e e n  c i v i l i a n  and d e f e n s e  o r d e r s .  E x a m p l e :  The  c o p p e r  s t r i k e  in 
Chi le  s l o w e d  down at  l e a s t  the  A r m y ' s  d o m e s t i c  p r o g r a m .  T h e  r e s e r v e s  
w e r e  u t i l i z e d  in o r d e r  to keep  i n d u s t r y  on an e v e n  k e e l  in the  S t a t e s .  

2. A b r o a d e r  b a s e  for  Un i t ed  S ta te s  product . ion .  The  U n i t e d  States* 
t o d a y  h a s  h i g h - l e v e l  c a p a c i t y  not  only  in s t e e l  but in a l u m i n u m ,  m a g n e -  
s i u m ,  a n d  o t h e r  c r i t i c a l  m a t e r i a l s  tha t  we p r o d u c e  h e r e  in t h i s  c o u n t r y .  

3. The  G o v e r n m e n t  can  s t ep  up the  p r o d u c t i v e  c a p a c i t y  to m e e t  
e m e r g e n c i e s .  E x a m p l e :  T i t a n i u m  sponge  f a c i l i t i e s  a r e  now in  b e i n g  
to h a n d l e  a n y  n e e d  fo r  that  m e t a l .  In o t h e r  w o r d s ,  we now have  the  
f a c i l i t i e s  to h a n d l e  a g r e a t l y  e x p a n d e d  p r o g r a m  o v e r  and  above  ou r  
c u r r e n t  n e e d s .  

F i n a l l y ,  P r e s i d e n t  E i s e n h o w e r  in 1954 d e c l a r e d  tha t  an  a t o m i c  w a r  
in wh ich  the  Un i t ed  S ta te s  Con t inen t  would  a l s o  be a t a r g e t  m a d e  it  i m -  
p e r a t i v e  to e a r m a r k  t h e s e  m a t e r i a l s  fo r  f u t u r e  u se .  Tha t  m e a n s  we 
canno t  s u d d e n l y  p i ck  out t h e s e  i n d u s t r i e s  and s a y  t h e y  a r e  go ing  to be 
fo r  f u t u r e  u se .  T h e y  h a v e  to be  d e v e l o p e d  r i g h t  now to be r e a d y  f o r  an  
e m e r g e n c y .  

T h e r e f o r e ,  goa l s  u n d e r  the  d o m e s t i c  p r o g r a m  can  be r a i s e d  q u i c k l y  
if  n e e d  is  d e t e r m i n e d  by  the  m i l i t a r y .  

The  o t h e r  E P S  p r o g r a m s  fo r  d e f e n s e  s u p p o r t  a r e  t h o s e  fo r  the  
I n t e r n a t i o n a l  C o o p e r a t i o n  A d m i n i s t r a t i o n ,  f o r m e r l y  FOA.  An e x a m p l e  
is  l o c o m o t i v e s ,  t r a c k ,  and  c a r s  fo r  Ind ia .  L a s t  y e a r  we p u r c h a s e d  
i00  l o c o m o t i v e s  and 5, 000 f r e i g h t  c a r s  fo r  th i s  a g e n c y  of the  G o v e r n -  
m e n t  fo r  use  in Ind ia  to i n c r e a s e  the i n t e r n a l  t r a n s p o r t  s y s t e m  of tha t  
c o u n t r y  wh ich ,  i n c i d e n t a l l y ,  a i d s  in ge t t i ng  m a n g a n e s e  to o u r  s t o c k p i l e s .  
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O t h e r  e x a m p l e s  a r e  foods tu f f s ,  m e d i c i n e s ,  and  i n d u s t r i a l  e q u i p m e n t  
to s t a b i l i z e  the  e c o n o m y  of the  M i d d l e  E a s t  and  the F a r  E a s t ,  and ,  of 
c o u r s e ,  m a t e r i a l s  fo r  the v e r y  t i m e l y  and i m p o r t a n t  o p e r a t i o n  of t he  
F e d e r a l  C iv i l  D e f e n s e  A g e n c y .  E P S  is the  p u r c h a s i n g  agen t  f o r  the  
F e d e r a l  Civ i l  D e f e n s e  in the  p r o c u r e m e n t  of g e n e r a l - s u p p l y  i t e m s ,  
e x c e p t  the  m e d i c a l ,  wh ich  a r e  h a n d l e d  by the  m i l i t a r y .  

We a l s o  h a n d l e  the  s t r a t e g i c a l l y  l o c a t e d  r e s e r v e  in t h e i r  w a r e -  
h o u s e s .  F i f t e e n  w a r e h o u s i n g  s i t e s  a r e  b e i n g  s t o c k e d  on s c h e d u l e .  
T h e r e  wi l l  be 38 m o r e  of t h e s e  s i t e s .  

I t ake  th i s  o p p o r t u n i t y  to thank  you f o r  y o u r  s p l e n d i d  a t t e n t i o n  and  
f o r  the  o p p o r t u n i t y  to h a v e  th i s  d i s c u s s i o n  with  you.  

MR. MUNCY: I would  l ike  to ca l l  y o u r  a t t e n t i o n  to the  f ac t  tha t  
c o p i e s  of the  m a t e r i a l  M r .  M a n s u r e  has  b r o u g h t  wi l l  be  a v a i l a b l e  to 
you  a t  the  d o o r s  as  you go out .  

Who h a s  the  f i r s t  q u e s t i o n ?  

QUESTION: M r .  M a n s u r e ,  would  you d i s c u s s  s o m e  of the  p r o b -  
l e m s  you  h a v e  with  D e f e n s e  and  o t h e r  a g e n c i e s  in d e c i d i n g  wha t  i s  a 
c o m m o n  i t e m  f o r  you to buy,  and  what  D e f e n s e  ought  to b u y ?  

MR. I~a, NSURE: Tha t  i s  a good q u e s t i o n .  P a r t  of the  p r o b l e m  we 
have  with  D e f e n s e  on what  is  a c o m m o n - u s e  i t e m  is  not  so m u c h  what  
a c o m m o n - u s e  i t e m  is ,  b e c a u s e  we have  a p r e t t y  c l e a r  d e f i n i t i o n  of 
tha t .  T h o s e  i t e m s  a r e  th ings  tha t  a r e  e n t i r e l y  n o n m i l i t a r y ,  w h i c h  you  
u s e  to r e a l l y  c a r r y  on y o u r  o p e r a t i o n s .  F o r  e x a m p l e ,  t hey  i n c l u d e  a l l  
t y p e s  of o f f i ce  e q u i p m e n t  and  s u p p l i e s ,  o f f i ce  f u r n i t u r e  and  th ings  of 
tha t  type .  

Now, on the  o t h e r  p a r t  of ou r  p r o b l e m ,  I a m  go ing  to s p e a k  v e r y  
f r a n k l y ,  and  I want  you to a c c e p t  it  in the  way  tha t  I g ive  i t ,  b e c a u s e  
it is  not  c r i t i c a l  at  a l l .  Our  b i g g e s t  p r o b l e m  is  to c o n v i n c e  s o m e  of 
the  b r a n c h e s  of the  s e r v i c e s  tha t  we shou ld  buy  wha t  we r e f e r  to as  
" n i t s "  and  " l i c e "  i t e m s .  In o t h e r  w o r d s ,  t h e y  a r e  the  h e a d a c h e  p r o b -  
l e m s  of s e r v i c i n g  the  s e r v i c e s .  

T h e r e  a r e  a n u m b e r  of r e a s o n s  f o r  tha t  of which  I a m  v e r y  c o g n i -  
zan t .  S o m e t i m e s  you g ive  up s o m e  of y o u r  o p e r a t i o n s ,  th ings  tha t  you  
a r e  do ing .  But  we f e e l  tha t ,  f i r s t  of a l l ,  C o n g r e s s  has  d e l e g a t e d  th i s  

\ 
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r e s p o n s i b i l i t y  to GSA, so  we h a v e  the  ob l iga t i on  to C o n g r e s s .  Tha t  i s  
n u m b e r  one .  N u m b e r  two is tha t  i t  s a v e s  the  s e r v i c e s  f r o m  h a v i n g  to  
b o t h e r  about  w h e t h e r  t h e y  buy th i s  kind of p e n c i l  or  th i s  k ind  of t y p e -  
w r i t e r  r i bbon ,  th i s  kind of b r o o m ,  or  s o m e t h i n g  e l s e  of tha t  t ype .  We 
would  not  e v e n  th ink  of ge t t i ng  into  any  of the p u r c h a s i n g  of i t e m s  tha t  
a r e  c o m b a t  i t e m s  or  m i l i t a r y  i t e m s .  Tha t  i s  not our  f i e ld .  So o u r  
func t ion  would  be  to c o v e r  the  th ings  tha t  a r e  c o m m o n - u s e  i t e m s ,  w h i c h  
a l l  the  c i v i l i a n  d e p a r t m e n t s  of the  G o v e r n m e n t  u se ,  and the  m i l i t a r y  
would  be  u s i n g  t h o s e  s a m e  i t e m s .  

Does  tha t  a n s w e r  the  q u e s t i o n ?  Is t h e r e  a n o t h e r  p a r t  I h a v e  not  
c o v e r e d ?  

STUDENT:  No, s i r .  Tha t  is  s u f f i c i e n t .  

QUESTION: M r .  M a n s u r e ,  a s  you know, the  GSA, l ike  the m i l i -  
t a r y ,  m u s t  be in  a go ld f i sh  bowl  when  it c o m e s  to p r o c u r e m e n t .  R e -  
c e n t l y  the  m i l i t a r y  has  b e e n  r e c e i v i n g  s o m e  a t t e n t i o n ,  f r o m  the  s t a n d -  
point  of b e i n g  c r i t i c i z e d  fo r  p r o c u r i n g  a g r e a t  dea l  by n e g o t i a t i o n  in -  
s t e a d  of a d v e r t i s i n g  and t ak ing  f o r m a l  b ids .  I w o n d e r  if GSA is  not  
g e t t i n g  the  s a m e  a t t e n t i o n .  What  is  y o u r  po l i cy  in u n d e r t a k i n g  p r o c u r e -  
m e n t  wi th  r e s p e c t  to t h a t ?  

MR. MANSURE: Tha t  is  a v e r y  i m p o r t a n t  q u e s t i o n .  F i r s t  of a l l ,  
ou r  n e g o t i a t i o n  a u t h o r i t y  is  v e r y  m u c h  l i m i t e d .  We can  n e g o t i a t e  fo r  
on ly  s p e c i a l  i t e m s  wh ich  a r e  not  g e n e r a l l y  m a d e  a v a i l a b l e  by supp ly .  
F o r  e x a m p l e ,  in P a n a m a ,  w h e r e  t h e r e  is a n u m b e r  of t r u c k s  and  p a s -  
s e n g e r  c a r s  u s e d ,  we do n o t  h a v e  the  s e r v i c e  f a c i l i t i e s  in tha t  c o u n t r y  
to c o v e r  the  a v a i l a b l e  t ypes  of v e h i c l e  tha t  would  c o m e  in to  our  p u r -  
c h a s e  p r o g r a m ,  as  f a r  as  p r i c e  c e i l i n g s  a r e  c o n c e r n e d .  So t h e r e f o r e  
the  A d m i n i s t r a t o r  ha s  the  a u t h o r i t y  to d e l e g a t e  the  n e g o t i a t i o n  of con-  
t r a c t s  of tha t  k ind .  

Le t  m e  g ive  you a n o t h e r  e x a m p l e .  In c e r t a i n  s e c t i o n s  of the  c o u n -  
t r y ,  s a y  in  the  u se  of of f ice  e q u i p m e n t  and  m a c h i n e r y ,  t h e r e  a r e  no 
s e r v i c e  f a c i l i t i e s  fo r  c e r t a i n  c o m p a n i e s  in t h o s e  a r e a s ,  w h e r e a s  t he  
p r o d u c t s  of the  c o m p a n i e s  m a y  be  v e r y  good p r o d u c t s  and  the  c o m p a n i e s  
m a y  be  e x c e l l e n t  c o m p a n i e s .  So, t h e r e f o r e ,  even  ff such  a c o m p a n y  
~vas the  low b i d d e r ,  i t  would  be f o o l i s h  f o r  us to buy i t s  e q u i p m e n t  f o r  
the  c i v i l i a n  a g e n c i e s  o r  fo r  the  m i l i t a r y  to u s e  in tha t  p a r t i c u l a r  l o c a l i t y ,  
b e c a u s e  you cou ld  not  ge t  s e r v i c e  of the e q u i p m e n t .  
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G e n e r a l l y  we  m u s t  a d v e r t i s e  a n d  c o n d u c t  o u r  p u r c h a s e s  on  a b i d  
b a s i s ,  e x c e p t  f o r  t h e  e x a m p l e s  t h a t  I h a v e  g i v e n  y o u .  W e  a r e  r e g u l a t e d  
m o r e  b y  l a w  t h a n  t h e  m i l i t a r y .  F u r t h e r m o r e ,  we  m u s t  p u r c h a s e  f r o m  
t h e  l o w e s t  r e s p o n s i b l e  b i d d e r .  T h a t  d o e s  n o t  a l w a y s  m e a n  t h e  l o w e s t  
b i d d e r ,  w h o  m a y  n o t  b e  r e s p o n s i b l e .  R e s p o n s i b i l i t y  i s  n o t  j u s t  f i n a n c i a l  
r e s p o n s i b i l i t y .  I t  i s  w h e t h e r  t h e y  c a n  d e l i v e r ,  t h e i r  e x p e r i e n c e ,  a n d  
t h e  q u a l i t y  o f  t h e  e q u i p m e n t .  E x c e p t  f o r  t h a t ,  we  h a v e  v e r y  l i m i t e d  
d i s c r e t i o n .  

I d o n ' t  k n o w  w h e t h e r  i t  w o u l d  b e  b e t t e r - - I  a m  f r a n k  to  s a y  t h a t - -  
i f  we  h a d  m o r e  n e g o t i a t i n g  a u t h o r i t y .  I a m  a l i t t l e  b i t  a f r a i d  o f  i t ,  b e -  
c a u s e  y o u  a r e  s u b j e c t  t o  c r i t i c i s m  f r o m  C o n g r e s s .  V a r i o u s  b r a n c h e s  
o f  t h e  s e r v i c e  a r e  n o w  b e i n g  c r i t i c i z e d .  A t  t h e  s a m e  t i m e ,  b y  u s i n g  
g o o d  j u d g m e n t ,  a n d  b y  c a r r y i n g  ou t  a g o o d  p r o g r a m ,  t h a t  l a t i t u d e  f o r  
n e g o t i a t i o n  i s  v e r y  i m p o r t a n t .  

I c a n  a r g u e  t h e  q u e s t i o n  e i t h e r  w a y .  I t  w o u l d  t a k e  t o o  l o n g  to  g e t  
i n t o  t h a t  p h a s e  h e r e .  N e g o t i a t i o n  h a s  a g r e a t  d e a l  o f  m e r i t .  I b e l i e v e  
i f  i t  w a s  p r o p e r l y  h a n d l e d  i t  s h o u l d  b e  e x p a n d e d ,  r a t h e r  t h a n  c o n t r a c t e d .  

Q U E S T I O N :  S i r ,  w h e n  t h e  o r i g i n a l  H o o v e r  C o m m i s s i o n  r e c o m -  
m e n d e d  t h e  e s t a b l i s h m e n t  of  w h a t  i s  n o w  y o u r  a g e n c y ,  i t  w a s  f o r  t h e  
o b v i o u s  r e a s o n  of  b r i n g i n g  a b o u t  c e n t r a l i z a t i o n  in  m a n y  w a y s .  O n e  
r e c e n t  H o o v e r  C o m m i t t e e  r e c o m m e n d a t i o n ,  I b e l i e v e ,  s a i d  t h e  m a n a g e -  
m e n t  a n d  m a i n t e n a n c e  on  a s t a n d b y  b a s i s  of  t h e  i n d u s t r i a l  r e s e r v e  p l a n t s  
s h o u l d  go  b a c k  to  t h e  D e p a r t m e n t  o f  D e f e n s e .  W h a t  i s  y o u r  s t a n d  on  
t h a t ?  I s  t h i s  a c h a n g e  in  t h e o r y  o r  i s  i t  m o r e  a r e f i n e m e n t  o f  t h e  o r i g -  
i n a l  r e c o m m e n d a t i o n  ? 

M R .  M A N S U R E :  I t h i n k  i t  i s  m o r e  a r e f i n e m e n t  o f  t h e  o r i g i n a l  
r e c o m m e n d a t i o n .  A n u m b e r  o f  p r o b l e m s  a r e  i n v o l v e d  t h e r e .  F i r s t ,  
t h e r e  i s  t h e  d i v i s i o n  in  t h i s  o p e r a t i o n  n o w  b e t w e e n  D e f e n s e  a n d  GSA.  
S o m e  of  t h o s e  p e o p l e  in  D e f e n s e  f e e l  t h a t  m o r e  s h o u l d  go  o v e r  t o  GSA,  
w h i l e  o t h e r s  f e e l  t h a t  t h e  r e v e r s e  s h o u l d  b e  t h e  c a s e .  

T h e  p o i n t  I a m  b r i n g i n g  up  i s ,  t h e r e  i s  n o t  a g r e e m e n t  on  t h i n k i n g  
e v e n  b e t w e e n  t h e  d e p a r t m e n t s .  T h a t  v e r y  p r o b l e m  i s  b e f o r e  t h e  A p p r o -  
p r i a t i o n s  C o m m i t t e e  n o w .  We h a v e  r e m a i n e d  m o r e  o r  l e s s  ou t  o f  i t .  
W e  h a v e  t a k e n  t h e  p o s i t i o n  of  b e i n g  n e u t r a l  on  i t .  We  w i l l  l e t  t h e  d e -  
c i s i o n  b e  m a d e  o u t s i d e  b e c a u s e  we  a r e  a p a r t y  t o  t h e  c a s e .  We  d o n ' t  
w a n t  t o  b e  p r e j u d i c e d  o n e  w a y  o r  t h e  o t h e r .  
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My a c t u a l  op in ion  is  v e r y  s i m p l e .  W h e r e v e r  p u r c h a s e s  can  be 
m o s t  e c o n o m i c a l l y  h a n d l e d ,  I b e l i e v e  tha t  is  w h e r e  t hey  s h o u l d  be .  
Now, I a m  not  in  a p o s i t i o n  f r o m  a t e c h n i c a l  s t andpo in t  to a n s w e r  on 
the  s p e c i f i c  i n s t a l l a t i o n s  or  p r o p e r t i e s ,  b e c a u s e  I a m  not  f a m i l i a r  
enough  with  the  p r o b l e m s  invo lved ,  but m y  th ink ing  would  be tha t  
w h e r e  they  can  be m o s t  e c o n o m i c a l l y  h a n d l e d  is w h e r e  t hey  s h o u l d  be .  

I have  not  d i r e c t l y  a n s w e r e d  y o u r  ques t i on ,  b e c a u s e  I a m  not  
r e a l l y  in a p o s i t i o n  to  a n s w e r  i t ,  b e c a u s e  i t  is  s t i l l  in  the  poin t  of d i s -  
c u s s i o n .  But I have  not  a v o i d e d  it fo r  tha t  p u r p o s e .  I j u s t  d o n ' t  know 
what  the  a n s w e r  i s .  

QUESTION: D u r i n g  the  b r e a k  you m e n t i o n e d  a point  of s i m i l a r i t y  
b e t w e e n  y o u r  o p e r a t i o n  and  tha t  of a m a i l - o r d e r  b u s i n e s s .  

MR. MANSURE: Y e s .  

STUDENT:  A p r e v i o u s  s p e a k e r ,  r e p r e s e n t i n g  one of the  l a r g e  
m a i l - o r d e r  h o u s e s ,  po in ted  out tha t  d e c e n t r a l i z a t i o n  in t h e i r  p u r c h a s i n g ,  
a l t hough  t h e y  c o n t r o l  it  at  the  c e n t e r ,  g ives  o p p o r t u n i t i e s  fo r  s a v i n g  on 
c r o s s h a u l i n g  and  s e r v i c i n g .  T h e i r  l o c a l  c u s t o m e r s  a r e  s u p p l i e d  l o c a l l y  
m a n u f a c t u r e d  i t e m s .  Would you c o m m e n t  on t h i s ?  

MR. MANSURE: I th ink  you have  r e f e r e n c e  to G e n e r a l  Wood,  who 
is  one of the  g r e a t  m e r c h a n t s  of a l l  t i m e s .  He got g r e a t  e x p e r i e n c e ,  
of c o u r s e ,  f r o m  h i s  m i l i t a r y  c a r e e r .  He  is  a l s o  a n e i g h b o r  of m i n e .  
I have  known h i m  a l l  m y  l i fe .  I a m  a g r e a t  a d m i r e r  of h i s .  Our  t h i n k -  
ing  is  e x a c t l y  the  s a m e .  As a m a t t e r  of fac t ,  one of the  a d v i s e r s  to 
ou r  F e d e r a l  Supply  S e r v i c e  is  C a r l  K r e s l ,  who r e t i r e d  f r o m  S e a r s  
about  a y e a r  and  o n e - h a l f  o r  two y e a r s  ago .  He was  t r o u b l e  s h o o t e r  
fo r  G e n e r a l  Wood.  U n f o r t u n a t e l y ,  he was  so  good tha t  S e a r s  c a l l e d  
h i m  back  to go o v e r  to A u s t r a l i a  to h a n d l e  the  p u r c h a s i n g  of s o m e  s t o r e s  
t h e y  a r e  go ing  to m e r g e  in to  the  S e a r s  o p e r a t i o n .  We hope  to ge t  h i m  
b a c k  s h o r t l y .  

In addition, we have called upon the specialized experience and 
knowledge of other men in this field of purchasing--for example, the 
Executive Vice President of Swift and Company; the Vice President 
of the Baltimore and Ohio Railroad; the Vice President in charge of 
P r o c u r e m e n t  of the  M e t r o p o l i t a n  L i f e  I n s u r a n c e  Company ;  w h o m  m a n y  
of you  know.  O v e r  a t  ODM is the  V ice  P r e s i d e n t  in C h a r g e  of the  Union  
Oil  C o m p a n y  on the  C o a s t .  T h e n  we have  H e s s  K l i n e  f r o m  the  F o o d  
F a i r .  
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The th ink ing  is ,  b r i e f l y ,  this :  C e n t r a l i z e d  o v e r a l l  c o n t r o l  of p u r -  
c h a s e s ,  which  we a r e  do ing  in both W a s h i n g t o n  and  New York;  but  d e -  
c e n t r a l i z a t i o n  i n s o f a r  as  d i r e c t  p r o c u r e m e n t  is  c o n c e r n e d  out in the  
r e g i o n s ,  to avo id  c r o s s - t r a n s p o r t a t i o n  in the  o r i g i n a l  p u r c h a s e  and,  
a f t e r  the p u r c h a s e  is  m a d e ,  supp ly  to the  po in t  of u se .  

F u r t h e r m o r e  we a r e  g r e a t  b e l i e v e r s  in the  b a s i c  f ac t  tha t  l o c a l  
peop l e  d e a l i n g  with  l o c a l  peop le  is v e r y  i m p o r t a n t ,  b e c a u s e  t h e y  u n d e r -  
s t and  the  p r o b l e m s .  I wi l l  g ive you a qu ick  e x a m p l e .  Say in  F o r t  W o r t h ,  
Sea t t l e ,  o r  San F r a n c i s c o  or  Los  A n g e l e s ,  t h o s e  peop l e  a r e  m u c h  b e t t e r  
v e r s e d  in the  l o c a l  supp ly  co nd i t i ons  than  we could  p o s s i b l y  be in  N e w  
Y o r k  or  W a s h i n g t o n .  Now, if t hey  can  c o m e  up wi th  a s m a l l  o r  a m e d i -  
u m - s i z e d  m a n u f a c t u r e r  who could  supp ly  a p a r t i c u l a r  i t e m  tha t  wi l l  
c o m e  up to ou r  s t a n d a r d  of qua l i ty  and  s p e c i f i c a t i o n s ,  it  is  f a r  b e t t e r  
fo r  t h e m  to p r o c u r e  tha t  i t e m  t h e r e .  

We have  tha t  p r o b l e m  r i g h t  now in the  p u r c h a s e  of soaps  and  de -  
t e r g e n t s  and  th ings  of tha t  k ind.  Our  K a n s a s  Ci ty  d i r e c t o r  s a y s  the~'e 
i s  no s e n s e  in our  buy ing  t h e s e  i t e m s  in C h i c a g o  b e c a u s e  t h e r e  a r e  
m a n u f a c t u r e r s  on hand  in the  K a n s a s  Ci ty  a r e a  who can  supp ly  t he  i t e m s  
at  the s a m e  p r i c e ,  p lus  g iv ing  b e t t e r  s e r v i c e  b e c a u s e  of l o c a l  p l an t s  and  
s a v i n g  in the  cos t  of t r a n s p o r t a t i o n .  T h e  s a m e  th ing  would  a p p l y  to 
m a n y  o t h e r  i t e m s  I can  m e n t i o n .  

Does  tha t  a n s w e r  y o u r  q u e s t i o n ?  T h e r e  is  g e n e r a l  c e n t r a l i z a t i o n  
in h e a d i n g  up the  p r o g r a m  and p r o c e d u r e ,  and  d e c e n t r a l i z a t i o n  in t he  
a c t u a l  o p e r a t i o n .  

I want  to g ive  one m o r e  a n s w e r  to tha t  ques t i on ,  wh ich  is p a r t l y  
i n v o l v e d  in it .  As I t a l k  to b u s i n e s s  g r o u p s ,  the  q u e s t i o n  is  a s k e d  of 
m e  con t inuous ly :  Why does  the  G o v e r n m e n t  have  t h e s e  g r e a t  b ig  w a r e -  
h o u s e s ?  We don ' t  have  w a r e h o u s e s .  We have  s t o r e s .  It is  l i ke  a m a i l -  
o r d e r  o p e r a t i o n .  T h e r e f o r e ,  the F e d e r a l  Supply o p e r a t i o n  of GSA is 
v e r y  s i m i l a r  to the m a i l - o r d e r  b u s i n e s s .  We a r e  the g e n e r a l  s t o r e  for  
the  G o v e r n m e n t ,  and th is  is  why: 

We have  our  12 l o c a t i o n s .  We have  two a d d i t i o n a l  s p e c i a l i z e d  l o c a -  
t i ons ,  one fo r  the  Ind ian  S e r v i c e ,  and one fo r  s p e c i a l  p r o c u r e m e n t  f o r  
D e f e n s e .  But we have  12 g e n e r a l - s t o r e  o p e r a t i o n s  in s t r a t e g i c  l o c a -  
t i ons  w h e r e  we can  g ive  i m m e d i a t e  s e r v i c e  to both m i l i t a r y  and  c i v i l i a n  
a g e n c i e s  t h r o u g h o u t  the  U n i t e d  S t a t e s .  
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QUESTION: In r e g a r d  to th is  q u e s t i o n  r e l a t i n g  to the  l e a s e - p u r c h a s e  
p lan ,  in buy ing  m y  h o u s e  in town I f ind tha t  on a 1 5 - y e a r  l oan  I a m  a c t u -  
a l l y  p a y i n g  t w i c e  what  it  would cos t  m e  if  I had the c a s h  to pay  f o r  i t  a t  
the  s t a r t .  Tha t  i s ,  ha l f  of m y  m o n e y  goes  t o w a r d  p a y i n g  f o r  the  h o u s e ,  
and  ha l f  goes  t o w a r d  p a y i n g  i n t e r e s t .  Of c o u r s e  I c a n ' t  buy the  h o u s e  
ou t r i gh t ,  b e c a u s e  I don ' t  have  the  c a s h .  But Unc le  Sam has  the  c a s h ,  
o r  can  i n c r e a s e  h i s  debt  by b o r r o w i n g  m o n e y  at  2 p e r c e n t .  I w i s h  you  
would  c l a r i f y  how it is  p r o f i t a b l e  to the  G o v e r n m e n t  to l e a s e - p u r c h a s e  
t h e s e  bu i l d ings ,  a g a i n s t  j u s t  p la in  buy ing  t h e m  o u t r i g h t .  

MR. MANSURE: Tha t  is  a v e r y  l o g i c a l  ques t i on .  If  we cou ld  do 
as  we s h o u l d  do it  would  be f ine .  C o n g r e s s  wi l l  not  a p p r o p r i a t e  t he  
m o n e y  for  t h e s e  b u i l d i n g s ,  fo r  a n u m b e r  of r e a s o n s .  F i r s t  of a l l ,  t h e r e  
i s  a d e s i r e  to b a l a n c e  the  budge t .  T h e r e  is  a d e s i r e  to r e d u c e  o u r  o v e r -  
a l l  debt ,  o r  k e e p  i t  f r o m  i n c r e a s i n g .  If  we go out and  have  a d i r e c t  ap -  
p r o p r i a t i o n  of, s ay ,  10 m i l l i o n  d o l l a r s - - w e  wi l l  keep  the  f i g u r e  s i m p l e - -  
ou r  b u i l d i n g s  r u n  l e s s  t han  tha t  o r  m o r e  than  t h a t - - i f  we can  go to Con-  
g r e s s  and s a y  we n e e d  a p p r o p r i a t i o n s  th i s  y e a r  fo r  300 m i l l i o n  d o l l a r s ,  
C o n g r e s s  wi l l  s ay ,  "You a r e  not  go ing  to get  i t .  We h a v e n ' t  tha t  k ind  
of m o n e y .  We n e e d  the  m o n e y  to buy  p l a n e s ,  t a n k s ,  s h i p s ,  o r  s o m e -  
th ing  e l s e . "  But  t hey  t e l l  us to go a h e a d  and r e n t  the p r o p e r t i e s  now.  

The  p r o b l e m  f o r  the  G o v e r n m e n t  is e x a c t l y  the  s a m e  as  y o u r  p r o b -  
l e m  of why you  buy a h o m e .  It is  t r u e  tha t  you pay  i n t e r e s t  on the  p u r -  
c h a s e  of tha t  h o m e .  But when  you s top  pay ing  you know you own s o m e -  
th ing .  You have  an  a s s e t .  Tha t  is  the  s a m e  p o s i t i o n  the  G o v e r n m e n t  
i s  in.  If  we cou ld  go out and p l a c e  th is  m o n e y  in the  c o n s t r u c t i o n  of a 
n e w  bu i ld ing ,  we cou ld  get  our  m o n e y  fo r  2 o r  2 - I / 2  p e r c e n t ,  but we  
d o n ' t  ge t  tha t  m o n e y ,  so  t h e r e f o r e  we pay  r e n t  y e a r  in and  y e a r  out .  
We p a i d  out l a s t  y e a r  abou t  50 m i l l i o n  d o l l a r s  in r e n t .  At the  end  of 
the  y e a r  we had  n o t h i n g  but  r e n t  r e c e i p t s .  Now we a r e  t r y i n g  to m o v e  
the  G o v e r n m e n t  out of l e a s e d  s p a c e  in to  owned s p a c e ,  o r  b u i l d i n g s  tha t  
a r e  a l r e a d y  owned  now.  We r e d u c e d  our  r e n t  b i l l  l a s t  y e a r  by  o v e r  17 
m i l l i o n  d o l l a r s .  At the  s a m e  t i m e  we a r e  t r y i n g  to m a i n t a i n  the  b u i l d -  
i ngs  tha t  we do own out of o u r  r e n t  m o n e y ,  d u r i n g  a p e r i o d  of 10 to 25 
y e a r s - - t h e  a v e r a g e  t i m e  wi l l  be  15 y e a r s .  

We a r e  b o r r o w i n g  m o n e y ,  o r  wi l l  b o r r o w  m o n e y ,  fo r  u n d e r  4 p e r -  
cen t .  F o u r  p e r c e n t  wi l l  be  the m a x i m u m ,  so ou r  p r o g r a m  is  on ly  abou t  
2 p e r c e n t  m a x i m u m .  Our  p r o g r a m  wi l l  be a c t u a l l y  l e s s  than tha t .  On 
th i s  type  of c o n s t r u c t i o n  we d o n ' t  know what  the  f i g u r e  wi l l  be ,  but it  wi l l  
be  u n d e r  4 p e r c e n t .  Tha t  m e a n s  we a r e  go ing  to h a v e  at  the  end of th is  
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p e r i o d  a G o v e r n m e n t - o w n e d  b u i l d i n g ,  r a t h e r  t h a n  a lo t  m o r e  r e n t  

r e c e i p t s .  

In  s o m e  c i t i e s  o u r  r e n t  b i l l  a l o n e  r u n s  a s  h i g h  a s  5 m i l l i o n  d o l l a r s  
a y e a r .  In  10 y e a r s '  t i m e  we  c o u l d  h a v e  a n i c e  F e d e r a l  b u i l d i n g  in  s o m e  

c i t y  w i t h  a 5 - m i l l i o n  d o l l a r  r e n t  b i l l  a y e a r .  

Q U E S T I O N :  T h i s  i s  n o t  a r i n g e r .  I t  h a s  t o  d o  w i t h  t h e  s t o c k p i l e .  
D u r i n g  s o m e  r e c e n t  h e a r i n g s  b e f o r e  t h e  O ' M a h o n e y  C o m m i t t e e  i t  w a s  
r e p o r t e d  t h a t  t h e  l o n g - t e r m  o b j e c t i v e s  c a m e  a b o u t  a s  t h e  r e s u l t  o f  a 
b o o s t  i n  t h e  m a r k e t  p r i c e s  of l e a d ,  z i n c ,  a n d  t u n g s t e n .  I b e l i e v e  t h o s e  
t h r e e  w e r e  m e n t i o n e d .  T h e y  s e t  up  n e w  r e q u i r e m e n t s  f o r  t h e  p i l e  a n d  
r a i ~ e d  t h e  l e v e l .  If  t h e  p i l e  w e r e  o r i g i n a l l y  s t a r t e d  u n d e r  t h e  A c t  of  
1946 a s  a d e f e n s e  s e c u r i t y  m e a s u r e  o r  a g u a r a n t e e ,  i t  n o w  a p p e a r s  t o  
m e  t h a t  t h e y  a r e  s h i f t i n g  to  a s u b s i d y  f o r  t h e  m e t a l s  a n d  m i n i n g  i n d u s t r y .  

W o u l d  y o u  c a r e  to  c o m m e n t  on  t h a t ?  

M R .  M A N S U R E :  Y e s  I w o u l d ,  v e r y  m u c h .  T h a t  i s  n o t  t h e  c a s e .  
I t h i n k  t h e  s t a t e m e n t  m a d e  i s  t r u e  a s  a s t a t e m e n t .  I h a v e  t o  g i v e  y o u  
a y e s  a n d  n o  a n s w e r .  F i r s t  o f  a l l ,  t h e r e  i s  s o m e  s u b s i d y  on  t h i s  s t o c k -  
p i l i n g  p r o g r a m  to  d o m e s t i c  p r o d u c e r s  of  m e t a l s .  T h a t  i s  d o n e  j u s t  l i k e  
t h e  s u p p o r t  of  f a r m  p r i c e s .  R a t h e r ,  t h o u g h ,  t h a n  to  h a v e  p r i c e  a d j u s t -  
m e n t  o r  a p r i c e  f l o o r ,  t h e  t h i n k i n g  b e h i n d  i t  i s  e n t i r e l y  d i f f e r e n t .  I t  i s  
t o  k e e p  m a r g i n a l  p r o d u c e r s ,  f o r  e x a m p l e ,  of  l e a d  o r  z i n c  o r  o t h e r  
i t e m s ,  i n  b u s i n e s s ,  b e c a u s e ,  w h e n  y o u  s h u t  o f f  a m i n e  y o u  a r e  c o n -  
f r o n t e d  w i t h  t h e  f l o o d i n g  of  t h a t  m i n e  b y  t h e  s u b s u r f a c e  w a t e r  s i t u a t i o n .  

N o w ,  e v e n  t h o u g h  w e  c a n  b u y  s o m e  of  t h e s e  m e t a l s  c h e a p e r - - o r  
s o m e  of  t h e s e  m i n e r a l s ,  I s h o u l d  s a y ,  o r e s - - i n  f o r e i g n  c o u n t r i e s ,  w e  
s t i l l  h a v e  to  h a v e  a d o m e s t i c  o u t p u t j  w h i c h  w e  l o o k  u p o n  a s  a n  i n s u r -  
a n c e  p o l i c y  in  c a s e  of  a n  e m e r g e n c y .  T h e s e  f o r e i g n  s o u r c e s  c a n  v e r y  
p o s s i b l y  b e  c u t  of f  a n d  we  c o u l d  n o t  g e t  t h e s e  o r e s  f r o m  f o r e i g n  p r o -  

d u c e r s .  

So,  to  a d e g r e e ,  t h a t  i s  c o r r e c t .  T h e  p u r p o s e  i s  n o t  t o  s u p p o r t  t h e  
h o m e  m i n i n g  i n d u s t r y ,  b u t  t o  p r o t e c t ,  a s  a n  i n s u r a n c e  p o l i c y ,  o u r  d e -  

f e n s e  p r o g r a m .  

N o w ,  s p e c i f i c a l l y ,  on  l e a d  a n d  z i n c  a n d  s o  f o r t h ,  t h a t  i s  i n c o r r e c t .  
W h a t  h a p p e n e d  w a s  t h a t  w e  h a v e  a s t o c k p i l e  o b j e c t i v e .  L e t  m e  p u t  i t  
t h i s  way:  H e r e  i s  t h e  o b j e c t i v e ,  up  h e r e  ( d e m o n s t r a t i n g }  a n d  h e r e  i s  
w h a t  w e  h a v e .  W h a t  w e  h a v e  h e r e  i s  s u f f i c i e n t  t o  t a k e  c a r e  o f  t h e  
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i m m e d i a t e  n e e d s  of an e m e r g e n c y .  /~s we w e r e  buying  a l o n g  h e r e ,  the 
p r i c e  of t hose  m e t a l s  got e x o r b i t a n t l y  h igh.  We r e a s o n e d :  Why k e e p  
buy ing  a p r o g r a m  for  c e r t a i n  m e t a l s  that ,  d u r i n g  the c o u r s e  of t i m e ,  
wi l l  ad ju s t  to the  p r o p e r  p r i c e  l e v e l ?  As long as we h a v e  enough  to 
p r o t e c t  our  i m m e d i a t e  n e e d s  in c a s e  of an e m e r g e n c y ,  t h e r e  is  no 
s e n s e  k e e p i n g  on buying.  So we s t a r t e d  to d rop  off the  buying  a l i t t l e  
bit ,  and a l l  of a s u d d e n  the  p r i c e s  of t h e s e  m e t a l s  s t a r t e d  to go down 
to a point  w h e r e ,  f r o m  a b u s i n e s s  s t andpo in t ,  we had fa i r  p r i c e s .  Then  
we s t a r t e d  in to buy aga in  fo r  the  s t o c k p i l i n g  p r o g r a m .  

We w e r e  i m m e d i a t e l y  a c c u s e d  of d e p r e s s i n g  p r i c e s ,  in  the  beg inn ing .  
Then  we w e r e  a c c u s e d  of i n f l a t ing  p r i c e s  when we s t a r t e d  to buy aga in .  
That  was not the  c a s e .  We w e r e  jus t  c a r r y i n g  out sound b u s i n e s s  p r i n -  
c ip l e s  in the  p u r c h a s e  of m e t a l s  l ike  any p r i v a t e  c o m p a n y  would do. The  
m o m e n t  you apply  sound  p r i n c i p l e s  you c a n ' t  win, b e c a u s e ,  no m a t t e r  
what  you do, s o m e b o d y  is  d i s s a t i s f i e d .  

Now, the  i n d u s t r y  was m o r e  or  l e s s  p l e a s e d  when the  G o v e r n m e n t  
s t a r t e d  buying  aga in .  It s t opped  the  d e c l i n e  in p r i c e s .  It l e v e l e d  the  
p r i c e s  off. But  o t h e r  peop l e ,  who a d v o c a t e d  buying  at h i g h e r  p r i c e s ,  
c a m e  in as  c r i t i c s  b e c a u s e  we w e r e  be ing  s e n s i b l e ,  w h e r e a s  b e f o r e  
they  would have  s a id ,  " K e e p  on buy ing  at t h e s e  high p r i c e s .  " 

The  a n s w e r  to your  q u e s t i o n  is  yes ,  and no. That  is  the  only  
a n s w e r  I can g ive .  You want  the  t ru th ,  and I want  you to u n d e r s t a n d  
the  p r o b l e m s  i nvo lved .  We a r e  suppor t ing ,  to a c e r t a i n  d e g r e e ,  the  
d o m e s t i c  m i n i n g  i n d u s t r y ,  but as  a p r o t e c t i o n  fo r  the coun t ry ,  and not  
fo r  the  i n d u s t r y .  

MR. MUNCY: I a m  s o r r y ,  that  is  our  l a s t  ques t ion .  Mr .  M a n s u r e ,  
we a r e  i n d e e d  thankfu l  to you th is  m o r n i n g  fo r  a v e r y  he lpfu l  t a lk  to us .  
We r e a l i z e  you have  c o m e  and s e r v e d  us beyond  the ca l l  of duty in v i e w  
of the  m a n y  o t h e r  d e m a n d s  on your  t i m e  today.  

MR. MANSURE: I a p p r e c i a t e  i t  v e r y  much .  The  r e a s o n  I h a v e  to 
go is  that  our  a p p r o p r i a t i o n  h e a r i n g s  a r e  c o m i n g  up. We have  t o  h a v e  
the  m o n e y  to k e e p  in b u s i n e s s .  

I would l ike  to s ay  th i s  in c los ing:  If the  c l a s s  g roup  would l ike  any  
of our  peop le ,  s o m e  of whom a r e  f a r  m o r e  qua l i f i ed  than  I, to d i s c u s s  
t e c h n i c a l  p r o b l e m s ,  we wil l  be glad to c o o p e r a t e .  They  wil l  be  a v a i l -  
ab le .  If you want  s o m e o n e  to d i s c u s s  c e r t a i n  p h a s e s  of the  g e n e r a l  
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o p e r a t i o n  o r  of the  E P S  o p e r a t i o n  or  the  supp ly  o p e r a t i o n ,  o r  s o m e  
o t h e r  p rob lem~ we wi l l  m a k e  s o m e  e x c e l l e n t  t a l e n t  a v a i l a b l e .  

I have  t r i e d  to c o v e r  the  g e n e r a l  t h ings  th i s  m o r n i n g .  I n e v e r  
u n d e r e s t i m a t e  m y  a u d i e n c e .  I know m a n y  p e o p l e  h e r e  a r e  f a r  m o r e  
q u a l i f i e d  in t h e s e  th ings  than  I a m .  I have  g iven  you  a b a c k g r o u n d  
p i c t u r e .  

T h a n k  you  a g a i n  fo r  y o u r  a t t e n t i o n .  

(15 M a r  1 9 5 6 - - 4 5 0 ) O / e k h  
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