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The Honorable Richard B. Cheney 
The Secretary of Defense 

Dear Mr. Secretary: 

This report presents the results of our review of (1) whether and to 
what extent the Defense General Supply Center (M;x) in Richmond, 
Virginia, improperly classified solicitations as full and open competition, 
thereby limiting the statutorily required review of such proposed con- 
tract actions, and (2) the actions needed to ensure that future contract 
awards are based on full and open competition, whenever appropriate, 
at ffisc and other Defense Logistics Agency (DLA) supply centers. Full 
and open competition means, basically, allowing all sources capable of 
meeting the government’s needs to compete. 

By improperly classifying a solicitation as full and open competition, an 
agency avoids the statutorily required written justification, certifica- 
tion, and approval of a proposed contract award based on other than 
full and open competition. As a result, less assurance exists than 
intended under the Competition in Contracting Act of 1984 (WA) that 
opportunities for competition are not missed. 

This report is a follow-on to our May 1990 report evaluating compliance 
with CICA at six major Department of Defense (DOD) procuring activities, 
including DGSC.’ As part of that study, we examined solicitations that 
had been classified as consistent with full and open competition and had 
resulted in only one offer. 

We found that the solicitations for all three of the randomly selected 
contract awards of this kind that we reviewed at DGSC were inconsistent 
with full and open competition. DGSC procurement officials said they had 
followed DLA guidance in awarding these three contracts. DLA adminis- 
ters IXZC and five other supply centers. The findings in our prior report 
raised concerns about whether many of LXXX’S and other DLA supply cen- 
ters’ solicitations classified as consistent with full and open competi- 
tion-both those resulting in more than one offer and those resulting in 

‘Procurement: Efforts Still Needed to Camply With the Competition in Contracting Act 
(GAO/KSIAD-90.104, May 30,1990). 
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l Complete data were available for 10 percent of the cases. However, 
because of the lack of adequate review or “screening,” the solicitations 
were issued citing only part numbers. In effect, complete descriptive 
data were available at DGX, but procurement officials were unaware of 
its availability. 

. Complete data were available but categorized as proprietary for 17 per- 
cent of the cases. 

. Incomplete data were available for 46 percent of the cases. 

. No data were available for 27 percent of the cases. 

All part-numbered solicitations required the same type of information 
from bidders, regardless of the level of data available. DGSC’S recently 
implemented procedure for screening all part-numbered buys prior to 
solicitation issuance should eliminate issuance of part-numbered solici- 
tations in 10 percent of the cases, for which item descriptions (complete 
data) are available. In the 17 percent of the cases for which complete 
data are available but proprietary, the requirement to submit data on 
the items cited in the solicitations is unnecessary; proprietary data, even 
though not releasable outside the government, could be used as the basis 
of comparison with the information offerors provide on any alternate 
offers. 

Although in 46 percent of the cases incomplete data were available at 
DGSC, in some of these cases nearly all of the data needed for competition 
were available. Moreover, several of the prospective bidders indicated 
they could not identify the items because only part numbers were pro- 
vided. Providing even incomplete data to prospective offerors could, in 
some cases, be beneficial to the government by helping to increase 
competition. 

DOD stated that incomplete data could in some cases result in misidentifi- 
cation of the government’s requirements, as well as delivery of the 
wrong items, and may cause delays in the procurement process. How- 
ever, DOD also acknowledged that it should consider whether release of 
substantial but incomplete data could in some cases be in the govern- 
ment’s best interest. DOD added that release of such data needed to be 
carefully evaluated. 

CBD Notices Need to The Commerce Business Daily (CBD) is a daily publication of proposed - 

Be Improved 
government procurements to which contractors interested in doing busi- 
ness with the government can subscribe. Procurement statutes and regu- 
lations require CBD notices of proposed awards to (1) increase 
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issue item descriptions as opposed to part-numbered solicitations. DGSC 
officials said they had not determined why the services had not made 
complete data packages available for these items because following up 
on the large number of items would be time-consuming. 

Moreover, DGSC officials provided information showing that DOD is plan- 
ning to transfer, beginning in June 1991, purchasing responsibility from 
the services to DLA for a significant number of items, which would 
increase by approximately one-third the number of items in the DLA 
management portfolio. These plans increase the importance of ensuring 
that data available for full and open competition are properly trans- 
ferred or identified. If the recent experiences on transfer of technical 
data are not corrected, transferring responsibility for such a high 
volume of items without access to adequate descriptive data for fully 
competitive procurements would significantly-and to some extent, per- 
haps, needlessly-increase the volume of procurements based on other 
than full and open competition by DGX as well as the other DLA centers. 

Although XX officials were unsure why they had not received com- 
plete item descriptions for most of the items classified as competitive 
when they were transferred, these officials suggested the following 
problems that they believe may be contributing to the situation: 

l The military services had never acquired the necessary data from the 
manufacturer and had simply miscoded the item. 

l The services were satisfied with the single source they had been using 
and, therefore, were not motivated to ensure that DLA received access to 
all the data available to the government. 

. Due to workload backlogs, the services have not assimilated some data 
into their computerized technical data information systems so that the 
data can be made available to procuring activities. 

l In some instances the original item manufacturer may have updated 
information on the item and furnished the updates to DOD’S data reposi- 
tory, but the repository had not updated the information available to 
procurement activities. 

According to Supplement No. 6 of the Defense Federal Acquisition Regu- 
lation Supplement, timely engineering support will be provided to 
receiving activities when purchasing responsibility is transferred. Also, 
DOD Instruction 4140.26 on logistic reassignments provides that draw- 
ings, full descriptive data, all known sources, and appropriate justifica- 
tions to support other than full and open competition will be provided to 
the receiving activities 45 days prior to the transfer. However, based on 
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. Revise DLA’S standard products-offered clause for use in solicitations for 
part-numbered items and take other steps needed to (1) ensure that such 
solicitations more clearly describe the nature and extent of technical 
data actually available to the government, (2) make such data available 
to potential offerors when this would be in the government’s best 
interest and is permitted by law and regulations, and (3) eliminate any 
unnecessary data submission requirements on potential offerors, such as 
when complete but proprietary information is available to the 
government. 

. Ensure that CBD notices for part-numbered solicitations at DGSC more 
clearly identify the nature and extent of technical data available to the 
government and the extent to which potential offerors may appropri- 
ately have access to such data. DLA should also determine the extent to 
which this problem exists at other DLA centers and take any needed cor- 
rective actions. 

We also recommend that the Secretary of Defense require the military 
services and other not) components to ensure the completeness of tech- 
nical data transferred or identified (for purposes of ensuring access) 
along with the transfer of purchasing responsibility for items when the 
government is reported to have complete, unrestricted technical data for 
the items. At a minimum, we believe that the Secretary should 
(1) emphasize the importance of providing DLA personnel access to all 
available technical data for competition on items at the time of the 
transfer of purchasing responsibility and (2) ensure the existence and 
use of adequate int,crnal controls regarding this matter. 

Agency Comments In commenting orally on a draft of this report, DOD concurred with all of 
our recommendations. DOI) also described actions being taken or planned 
in response to our recommendations. 

. DLA, in conjunction with the military services, is revising the products- 
offered clause to provide more explicit statements of data availability. 
ILA also plans to develop procedures for procurement and technical per- 
sonnel to follow in procuring part-numbered and other items. The 
planned completion date for both of these actions is September 1991. 

l LLA is developing “appropriate procedures,” which it plans to complete 
by September 30, 1991, to describe available technical data in the CBD. 

ALA is also reviewing if changes are needed at other DLA centers. 
a nou will use a technical data requirements model to determine the level 

of data to be made available or identified. DOD'S basic strategy is for the 
military services to “push” full technical data packages that are already 
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Michael E. Motley, Associate Director, and Kevin Tansey, Assistant 
Director, of our National Security and International Affairs Division, 
Washington D. C.; and Edwin Soniat, Evaluator-in-Charge, and 
Hamilton Greene, Jr., Evaluator, of our Norfolk Regional Office. 

Sincerely yours, 

\ 
Paul F. Math 
Director for Research, Development, 

Acquisition, and Procurement Issues 
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available to DLA and/or the General Services Administration for items 
expected to be procured within 24 months of transfer of responsibility. 
Drawings not initially provided under this approach and subsequently 
required to support procurements will be processed by the military ser- 
vices on an expedited basis. 

Other DOD comments have been incorporated into the report where 
appropriate. We also made several wording changes in response to DOD’S 

comments either to update our facts or otherwise clarify our findings 
and message. 

Scope and 
Methodology 

We selected a random sample of contracts valued at over $25,000 
awarded by DGSC between April and June 1988. Our sample size-to 
achieve statistical validity with a 95 percent confidence level-was 
100 contracts. We reviewed each of the 100 contracts, including all 
preaward information. In addition, we reviewed all available informa- 
tion on bids received, and where the information needed was not clear in 
the files, we interviewed the contracting officers involved. Finally, we 
asked M;SC technical personnel to provide information on the availa- 
bility of technical data for each part-numbered item in our sample. We 
interviewed DGSC, DLA, and Office of the Secretary of Defense officials to 
gather information and to discuss the preliminary results of our review. 
Our review, made from August 1989 to June 1990, primarily at LXX, 
was in accordance with generally accepted government auditing 
standards. 

As you know, 31 LJ.S.C. 720 requires you, as the head of a federal 
agency, to submit a written statement on actions taken on our recom- 
mendations to the Senate Committee on Governmental Affairs and the 
House Committee on Government Operations not later than 60 days 
after the date of this report, and to the House and Senate Committees on 
Appropriations with your agency’s first request for appropriations 
made more than 60 days after the date of this report. 

We are sending copies of this report to the appropriate congressional 
committees; the Secretaries of the Army, the Navy, and the Air Force; 
and the Director, Defense Logistics Agency. Copies will be made avail- 
able to others upon request. 

I can be reached at (202) 275-4587 if you or your staff have any ques- 
tions concerning this report. Major contributors to this report were 
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information available at DGSC on item transfers and comments provided 
by DGSC officials, it appears that units transferring purchasing responsi- 
bility to IX%C had not been (1) providing accurate information relating to 
transfers and/or (2) transferring complete technical data. 

DOD stated that (1) it agrees with the principle that complete documenta- 
tion should be provided or identified when each item is transferred and 
(2) its policy requires this. However, DOD added that it has not always 
been practical or cost effective to comply with its policy because of the 
difficulty or the size of the resources needed to locate large quantities of 
data involved in mass transfers of items in reasonable time and at rea- 
sonable cost. As a result, regarding access to technical data for the 
planned 1991 transfer, DOD plans to give priority to those items expected 
to be procured within 24 months of the transfer of responsibility and for 
which full technical data packages have already been developed. 

Agency Actions During this review we briefed DLA and Office of the Secretary of Defense 
officials on our preliminary findings and concerns relating to improper 
classification and processing of solicitations and proposed awards as 
fully competitive. As a result of those briefings, DLA, effective February 
1990, made a major change in its instructions which, if properly imple- 
mented, should address this concern r&&wide. This revision requires 
review and approval for other than full and open competition whenever 
solicitations do not provide offerors with access to complete, 
unrestricted technical data for the items being procured. DLA officials 
said they estimate that (1) about 60 percent of the agency’s fiscal year 
1989 procurements exceeding $25,000 each were based on solicitations 
that, under the newly revised regulations, would have been categorized, 
processed, and reviewed as other than full and open competition and 
(2) these procurements resulted in total obligations of about $1.8 billion. 
We considered DLA’s timely and responsive actions when formulating 
our recommendations. 

We also briefed DGSC officials on the findings described in this report, 
and the officials said they agreed with them. In addition, we briefed DIA 

headquarters and Office of the Secretary of Defense officials regarding 
our preliminary findings on these matters in June 1990. 

Recommendations We recommend that the Secretary of Defense instruct the Director of 
DLA to take the following actions: 
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competition, (2) broaden industry participation in meeting government 
requirements, and (3) assist small businesses and others in obtaining 
contracts and subcontracts. 

However, our review indicated that the content of DGSC’S notices for 
part-numbered solicitations may have unnecessarily restricted competi- 
tion. Because procurement officials did not know what data were avail- 
able to the government for the items, the notices for awards in our 
sample (1) did not identify the amount of technical data the government 
had for the solicited items and (2) in many cases misstated the availa- 
bility of the data. For example, the notices contained the following stan- 
dard clause: “Specifications, plans, and drawings relating to the 
procurement described are not available and cannot be furnished by the 
Government.” This clause, which is still being used in all of LXXX’S CBD 

notices for proposed part-numbered buys, in many cases misstated the 
availability of the data. As a result, we believe it is likely that some 
prospective bidders were misled on the amount of information available, 
and opportunities to more effectively encourage competition were 
missed. 

Improvements Are 
Needed in 
Transferring 
Responsibility for 
Items 

According to LXSC officials and the information available at DG~C, the 
military services often have not transferred or identified all descriptive 
information reported to be available on items when purchasing responsi- 
bility for the items was transferred to DLA. 

EGSC officials said that the lack of technical data for needed items had 
frequently forced DGSC to purchase them using part-numbered solicita- 
tions. These officials did not know what technical data were available 
for all of the nearly 384,000 items M;SC manages, nor could they provide 
historical information on item transfers from the military services. How- 
ever, the officials were able to provide some information on items for 
which purchasing responsibility had been transferred to DGSC from the 
military services in May, dune, and July 1990. 

Of the 3,352 items transferred during those 3 months, the transferring 
service indicated that the government had complete, unrestricted tech- 
nical data for 525 of them, and these items were candidates for full and 
open competition. However, the services had provided DGSC with com- 
plete technical data packages for only 22 (4 percent) of the 525 items. 
DIXC officials told us that varying degrees of technical data had been 
made available to DGX for the other 502 items classified as fully com- 
petitive, but the amount of data available was not sufficient for DGSC to 
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only one-had been similarly based on only part numbers and were, 
therefore, inconsistent with full and open competition. 

Results in Brief Of the 1,047 contracts valued at over $25,000 awarded by IXSC during 
the third quarter of fiscal year 1988, less than two percent were classi- 
fied as based on other than full and open competition, and the rest were 
considered fully competitive. However, our random sample of 100 of 
those contracts considered fully competitive indicated that 49 percent 
(with an error rate of plus or minus 5 percent) were based on solicita- 
tions giving only part numbers as item descriptions. In general, we 
believe these purchase descriptions were inconsistent with full and open 
competition. 

Although DLA has recently instituted a procedure to no longer classify 
and process solicitations based on part numbers as fully competitive, 
other problems remain. That is, language in DGSC’S solicitations based on 
part numbers and related public notices of proposed contract awards 
may be unnecessarily restricting competition, primarily because DGSC die 
not identify the nature and extent of descriptive information (technical 
data) available to the government on the items being solicited. In addi- 
tion, nose procurement officials often have not received access to all 
technical data reported to be available on items when purchasing 
responsibility for the items was transferred from the services to LXX 
Thus, opportunities for competition may be missed. 

Better Solicitations All 49 part-numbered solicitations that we reviewed asked offerors to 

May Enhance 
submit technical data on both the item being solicited and any alterna- 
tive product offered but usually did not identify descriptive information 

Competition on available at uosc on items being solicited. A DIA standard products- 

Part-Numbered Items offered clause, included in all LXX part-numbered solicitations, asks 
offerors for data on both the item being solicited and any alternate 
product being offered so that the agency can determine whether the 
item offered will meet its needs. 

IKSC uses this clause for all part-numbered solicitations regardless of the 
amount of technical information available to the government for evalu- 
ating potential offerors’ responses. The part-numbered solicitations in 
our sample had the following levels of data availability at DGSC during 
the sample period, April through June 1988: 
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