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Minorty Motor Carriers Can Be Give
- 3,

More Cooonunity To Panlicioate
in Defanse Transporiaiion

Although the Depertmert of Defense has a
policy of promoting wngreased copportunities
for minority motor carners to participate
in its transportation services, only limited
progress has hecer: made.

Defense does not have an alfirmative action
pragramr defining obiectincs, goals, and
ways tc incraase the camnwers’ use. Such a
program, as well as revisions in the trans
portation regulations, 15 needed if its policy
s to be carrisd out.
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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

LOGISTICS AND COMMUNICATIONS

DIVISION

B-190820

The Honorable
The Secretary of Defense

Dear Mr. Secretary:

This report discusses ways the Department of Defense
can increase opportunities for minority motor carriers.

The report contains recommendations to you on pages 11
and 12. As you krnow, section 236 of the Legislative Reorgan-
ization Act of 1970 requires the head of a Federal agency
to submit a written statement on actions taken on our recom-
mendations Lo the Senate Committee on Governmental Affairs
and the House Committee on Government Operations not later
than 60 days after tue date of the report andé to the liouse
and Senate Committees on Appreopriations witn the sgenzy's
first request for appropriations made more than 60 cdays after
the date of the report.

We are sending copies of this report to the Director,
Office of Management and Budget; the Secretary of Commerce:
the Secretaries of the Army, Navy, and Air Force:; and the
.inairmen of the Committees on Arpiopriations, Government Oper-
ations, and Governmental Affairs.

Sincerely yours,

L ol

éLfF. J. Shafer
jb Director



GEMNERAL ACCOUNTING OFFICE MINORITY MOTOR CARRILCRS CAN BE
REPORT TO THE GIVEN MORE OPPORTUNITY TC PARTICI-
SECRETARY OF DEFENSE PATE IN DEFENSE TRANSPORTATYON

The Department of Defense has a policy of
promoting increased opportunities for
minority motor carriers to participate in
its {ransporuwation services. Only limited
progress has been made.

GAO visited seven milita:y field installa-
tions and noted that they only used 20 such
carriers in calendar year 1977. Tais is a
small number of the total carriers used.
For example, one installation uced 750
motnr carriers for cargo transportation

and only 1 was a minority. ({See p. 3.}

" Defensz guidance has consisted primarily
of a broad policy statement on increasing
the use of minority business enterprises
in transportation services. It has not
formulated an affirmative action program
which sets specific objectives, goals,
and courses of action nor has i1t periodi-
cally evaluated or monitored the progress
made. (See p. 4.)

GAO found that the Defense transportation
regulations do not promote, and sometimes
inhibit, oppertunities for use of minority
carriers. Revisions to the regulations are
needed.

One revision would involve Defense support
of applications for Interstate Commerce
Commission operating authority. This
would permit more new carriers, including
minority firms, to participate in Defense
businecs, (See p. 7.)

Ancther revision would increase the use of
contract carriers. Currently the Depart-
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ment of Defense almost always uses common
carriers whereas most minority carriers
are coantract carriers. Common carriers
sesve the general public and contract
carriers serve specific customers. (See

p. 9.}

A third revision relates to Dofense par-
ticipation in a Small Business Administra-
tion {section R{a}) program. This progranm
assists socially or economically disadvan=-
taged firms by paying the difference
between their cost and the fair market
value of the services they provice. {
p. 9.)

See

The Department of Defense should

--reemphasize the need to increase oppor-
tunities for minority metor carriers,

-~develop an effirmative action program,
and

~-make appropriate revisions in the Defense
transportation regulations. (Sze p. 11.)
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CHAPTER 1

INTRODUCTION

Executive Order 11625, dated October 13, 1971, states
the opportunity for full participation in the Ration's free
enterprise system by cocially and economically disadvantaged
persons is essential if social and economic justice is to be
obtained and the national eccaomy is to be improved.

The emphasis of the executive order is for Federal
agencies to take an aggressive role in fostering and promoting
minority business enterprise, The order provides that the
Secretary of Coumerce, with the participation of other Fedetal
agencies, may:

~--Develop comprehensive plans and specific program (nals
for the ninority business enterprise program.

——Establish performance monitoring and reporting systems
{0 assure goals are keing met.

--Evaluate the impact of Federal support in meeting
program cbjectives,

Departmnent of Defense (DOD) efforts to increase opportu-
nities for minority participation in its transportation pro-
gram is an oucyrowth of the national commitmert. On August
2, 1976, the Principal Deputy Assistant Secretary of Defense
(Installations and Logistics), instructed the Assistant
Secretaries of the Army,. Navg, and Air Force {Installations
and Logistics) to tzke steps within legal and regulctory
contraints to increase the opportunities for minority business
enterprises. The Principal Deputy Assistant Secretary also
requested the responsible transportation operating agencies
in POD to review their methods of operation to determine what
affirmative actions should Le taken to coanly with the execu-
tive order.

The Armed Services Procurement Regulation (AS™R 7-104.36)
defines a minority business enterprise as a business where at
least 50 percent is owned by minority group members, or in
the case of a publicly owned business, at least 51 percent of
the stock is cwned by minority grcup members. The regulation
defines American minority yroup members as Blacks, Spanish-
speaking, Orientals, Indians, Eskimos, and Aleuts.



TRANSPORTATION MANAGEMCNT RESPONSIBILITY

The Military Traffic Management Command (MTHC} ie DOD*e
single manager for military traffic, land transportation, and
common-user ocean terminals. &s such, MTMC is vesponsible
for all traffic management functions within the continental
United States, including the purchase and use of commercial
transpcrtation services. MTHMC negectiates rates, charges, or
specialized carrier services with the carrier indus:ury.

MTMC is a jointly staffed, majer £ield command of the
Department cof the Army, with Headguarters in Washington, D.C.,
and Area Commands in Rayonne, New Jersey (Eastern) and Oak-
land, California {(Western). The Area Commands perform as
military traffic managers over their assigned geographical
oreas and are operationally responcible for routing and
distributing freight tonnage mov.ng in carload and ctruchload
lote., Arez Commands are also responsible for routing export
traffic into ocean terminals.

Additionally, each militzry installation has an Instalia-
tion Transportatior Officer respcnsibi-~ for routing less than
carload and truckload shipments. Such .outing is based on
MTMC instructions and other transportation reguiremets.
Although the Transportation Officers are staff members of the
installation command, they are under the technical supervision
of MTMC.
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CHAPTER 2

OPPCRTUNITIES FOR MINORITY MOTOR CAPRIZRS'

USE CAN PE INCREASED

Ir August 1976, DOD regquested the mil.tary transpoctation
agenc1es to determine what affirmative actions should _e taken
to increase the opportinities for minority firms to palt'c'
pate in DOD businesc. Onl:- limited 9rogress has been m:2d
sinc= that time in deceloping an effective affirmative action
progarame.

DOD purchased about $167 million in transportation ser-
vices frum motor carriers during fiscal vear 18$77. Detailed
informaticn was not avai.la le on overall expenditures for
services from minority carriers. Howevir, minority mot.r
carrier participation was mirimil at zho military installa-
tions we surveyed. We found the follcwing Lasic reasons
for tie limited progress in the use of minority fir.s.

--MTMC and other military transportation corgenizations
have not forunulated an affirmative action program
which sets specific obj:zctives, gnals, and courses
of action.

--DOD and the transportation orgs-izations heve not
placed continued emphasis on the progcam nor have
they evaluated the progresg made.

--Transportation regulations do not promet- and sometimas
inhibit cpportunities for use of minority carriers.

MINTMAL MINORITY PA'.fICIPATION
BT THSTALLATIONS VISITED

Our review at seven military field installations showed
that minority motor carriers provided only & small pertion
of the transporiation services. As shown below, a total of
20 minority carriers were vwsed in calendar year 1977.



Minority
Installation carriers

Naval Supply Center, Oakland 13!
Travis Ajir Force Base
MTMC Eastern Area Command
MTMC Western Area Command
Naval Air Station, Alawmeda
Naval Supply Center, Norfolk
DPefense Logistics Agency,
Cheatnam Annex

OO UL

Total

13 lo

The number of mincority carriers was very small in rela-
tior. to the total number of carriers used by the installa-
tions. For example:

~-The freight traffic division of the HMTMC Eastern Area
Command used 750 motor carriers for cargo transporta-
tion. Only one of the carriers was a minority.

~-~The freight department at Travis Air Force Base used
B3 motor carriers for cargo transportation. Five of
the carriers were minority and provided about 3
percent of the transportation services.

~-~-The general freight service at Naval Air Staticn,
Alameda, was provided by 39 carriers. None were
minority.

We identified the minority carriers through discussions
with transportation officials at the seven installations. 1In
the case of the four west coast installations, we also com-
pared listings of all carriers used by the installations with
commmercial directories of minority firms in California.

AFFIRMATIVE ACTION PROGRAM NEEDED

MTMC and the transportation offices located at the
individual military installations included in our review do
not have effective affirmative action programs. In addition,
the adequacy of efforts being made were not being monitored
or pericdically evaluated.

The identification of a problem area and the setting of
specific objectives, goals, and courses of corrective action
are characteristic of an effective program. Periodic
evaluations are another required characteristic.
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MTMC efforts

MTMC has not developed a specific affirmacive action
program to increase minority participation in meeting its
transportation needs. However, it has conducted various
promotional activities which include

--holding seminars .for minority truckers to inform them
of the procedures for obtaining DOD business,

--publishing a booklet on "How to Do Business with DOD"
and distributing it at the 1976 convention of the

Minority Trucking-Transportation DNevelopment Corpora-
tion (a national minority transportation assistance

Laviid g L1l l QlicFvi

organization), and

--providing assistance and information to minority
truckers.

MIMC officials acknowledge they have not taken an aggres-~
sive tole regarding the use of minority carriers and they rec-
oqn:.ze tra* an "open-door policy"” is not sufficient. However,
chese oific.aln bhelieve they lack authority to mandate goals
«-.4 gt -siion whetaer such goals could be realistically met
wathin  iLoont transportation regqulations. They further
statz2a tlLat ne Congress needs to enact legislation to author-
ize use of gvals for minority programs before DOD can effect
an apwrceciible increase in the use of minority carriers.

Tie Commander, MTMC, stated the lack of a ccmprehensive
list of gualified minority carriers has also hindered more
effective action and that, once such a list is developed, a
stronger effort will be made to use more miaority carriers.
I, September 1876, MTMC reguested the Small Business Adaiinis-—
tration (S$BA) and the Department of Cormerce's Office of
Mincrity Business Enterorise to provid: a list of minority
carriers. The latter office in turn issued a grant to
the Mincrity Trucking-Transportation Devclopment Corvoration
for development of a llstlng. In Mar-h 1978, the list
was fiaally published.

Althonugh the listing was not availabla until March 1978,

“cund other sources which could have been used for identi-
., I minority motor carriers. For example, a Sarn Francisco
commercial publisher, "Source Publicationc,” develoned a
directory of minority businesses and a directory of minority
truckers and contractors in California. Tnese directories
are available to Federal. State, and local officials; however,
DOD transportation personnel we talked to were not aware of




their existence. Although we don’'t know how complete or
accurate the directories are, they certainly would serve as
a starting point for DOD in identifying minority carriers. -

Local efforts

puring our discussions with installation transportation
officers, we found that most officers were not even aware of
the DOD policy to increase opportunities for minority partic-
ipation in meeting DOD's transportation needs. The transpor-
tation officers generally believed that any program to
increase minority participation must be initiated at the MTMC
headquarters level. They stated that, without more specific
direction and guidance from MTMC, they have no authority to
develop or implement an affirmative action program. Other
reasons also given for not taking action were:

--Transportation regulations do not allow for giving
special consideration to socially or economlﬁally
disadvantaged small business.

--Transportation officers lack time to actively identify
and inform minority truckers of DBOD's transporctation
neegs.

--Trangportaticn officers consider the carviers respon-—
sible for taking the initiative to seek DOD business,
obtain operating authority, and submit competitive
rates.

~~Transportation officers perceive no need for promotional
efforts since the carriers currently being used provide
adeguate service.

Program evaluations

An affirmative a~tion program must be periecdically evalu-
ated in order to determine progress and make corrective modai-
fications. In response to the August 1976 request from the
Assistant Secretary of Defense (Installations and Logistics),
the various DOD transportation agencies provided information
on their existing or planned actions to increase opportunities
for the uce of minority carriers. We found, however, that
the Assistant Secretary did not provide written feedback of
his views on the adeqguacy of action taken or the progress
being made 1n meeting program goals.

Similarly, MTMC officials have not nonitored the efforts
made by the various military shipping offices to increase




opportunities fur minority carriers. &According to MTKC
officials, they do not have the time and required funding
to neke such evzluations. ‘

|
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TRANSPORTATION RIGUIATIONS NEED IEVISION

DOD transpo.t: tion requlations do not specificaily
address the use of socially or economically disadvantaged
small firms. The regulations reguire that satisfactory ser-
vice, low cost, least fuel consumption, and equitable distri-
bution of traffic be the bases--in descending order of
importance--for selection of motor carriers. MTMC officials
stated _hese criteria take prec.~dence over any prograx to
enhance and promote the use of minority motor carriers.

Nevertheless, we believe that the following three areas
of the regulations could be revised or expanded to increase
opportunities f£or use of minority carriers:

~-Suppnrting motor carrier applications for operating
authority.

--Using contract carriers.

-~Contracting under section 8(a) of the Small Business
Act.

Carrier application support

In order to transport military cargo interstate, a cornmon
or contract carvier must get authority from the Interstate
Commerce Commission. To get this authority, the carrier must
obtain shipper support for his application from DOD. MTMC
officials stated that because DOD has a limited need for new
carriers, very few minority applications have been sup-
ported.

Before DOD will support an application, local installa~
tion transportation off cers are required to evaluate the
adequacy c¢f all transportation modes. If the officer deter-
mines the existing service is adequate, the application is
not reccmmended to MTMC for approval. If existing service
is considered to be inadequate, the transportation officer
must prepare a detailed suppeorting package hefore submitting
an application to Z“WTMC for approval. Among other things,
the package must contain the following infeormation:

-~-A complete statement describing the inadequacy of
service. The statement is to cover exact commodity



descriptions of cargo involved; whether any carriers
hcld operating authority; infrequency of schedules

and untimely schedules; inadeguacy of interline
connections; lack of cargo space; any characteristics
requiring special equipment or services; anv local
conditions affecting shipments; and whe<ner service
required is permanent, temporary, or limited in natcore.

--A statement coiicerning the mission and functions of
the installation.

--Documented evidence of specific instances where
carriers failed to furnish adeguate service and the
carriers' reasons for failure to perform.

--Documented evidence of any action taken with existing
carriers in an effort to obtain improved performance.

~-A summary of the total voclume 2f actual and potential
traffic involved.

--The names, titles, and a brief description of the
duties of the individuals best qualified to testify
as to the foregoing information and other related
matters.

This package is then furnished to MTMC which makes the final
determination of whether an application will be supported by
DOD.

The extensive detailed information required by the trans-
portation regulations to support applicatiocons discoursges
the ‘ransportation officers from initiating this support. An
offic al of the Interstate Commerce Commission 2old us that
this a.ount of detail is not required in all cases. As an
example he stated that less evidence is required where au
application is unopposed by other carriers.

Allowing transportation afficers more fleribil:ity in
determining the amount of detailed information requ.red should
increase their willingness to support new carrier applications.

There is a certain amount of subjectivity at both the
local and MTMC levels in the determination of adegquacy of
existing service. By opening up the bLOL business to new
carriers, DOD might well improve service and at the zame time
increase the opportunities for minority motor carriers.



Use of contract carriers

The Interstate Commerce Act provides that common carriers
serve the general public and contract carriers serve the
peculiar needs of a particular shipper or a limited number of
shippers.

Although contract carriers can be used to meet transpor-
tation needs, DOD regqulations state that a carrier must first
execute a contract with MTMC., This additional regquirement,
in effect, encourages military transportation officers to use
the services of common carriers to meet their transportation
needs.

In actuality, DOD almost always uses common carriers.
Officials of the Minority Trucking-Transportation Development
Corporation told us, however, that most minority motor carriers
are contract carriers since it is considerably easier and
less expensive to become a contract carrier certified by the
Interstate Commerce Commission.

The use of contract carriers may require some additional
work on the part cf installation transportation officers and
MTMC buc this weuld enable DOD to increase opportunic:ies for
minority motor carriers to participate in DOD business.

Utilization of secticn 8(a) program

Section 8(a} of the Small Busir ~s Act of 1953 gives SBA
the authority to enter into procurement contracts with Federal
agencies and, in turn, subcontract the work to small busi-
nesses. SBA has used this authority to develop a program de-
signed to assist socially or economically disadv.ntaged small
businesses in achieving a competitive business pusition.

In awarding a section 8{(a) subcontract, SBA hopes to
provide a firm with enough work to operate at a profitablie
level while developing its own commercial and Government sales.
SBA obtains from Federal agencies prime contracts that ordi-
narily would ke competitively awarded. The contracts are
negotiated first between the Federal agency and SBA (prime
contractor) and then between SBA and the section 8(a) firm
{subcontractor).

Since disadvantaged section 8(a) firms are freguently
not able to provide services at a cost as low as the fair
market value, the Congress has appropriated Business Develop-
ment Expense funds to pay the difference. Although DOD
officials told us that the section 8(a)} program could be used
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for increasing minority carrier use, we found none of the
military installations visited had used the prograr for
transportation services.

This proaram is ancther alternative which DOD sihould

more strongly conside¢ in developing opportunities for
minority carriers. ©DOD should pursuve this matter with SBA.
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CEAPTER 3

CONCLUSIONS, RECOMMENDATIONS, AND AGENCY

COMMENTS AND OUR EVALUATIONS

CONCLUSIONS

Although DOD cas issued policy guidance aimed at increas-
ing opportunities for minority motor carriers to participate
in DOD business, we found that progress has been limited.
During our discussions, a number of reasons were given for
the limited efforts. . They ranced from not knowing there is a
DOD policy to increase opportunities fer minority carriers to
the need for the Congress to authorize the use of goals for
minority programs,

However, irrespective of the reasons for past nonaction,
we believe it now is time to take positive actions if DOD is
going to meet the intent of Executive Order 11625 and the
August 1976 statement of DOD policy.

The prior chapter enumerates some areas for improvement.
These areas primarily telate to establishment of affirmative
action programs end revisions to DOD transportation regula-
tions,

RECOMMENDATIONS

We recommend that the Secretary of Defense reaffirm
DOD*s intent tou increase opporuunities for minority businesses
to participate in its transportation program and monitor the
progress being made. We also recommend that the Secretary
have the Commander, MTMC, develop an affirmative action program
which will:

~-Set specific objectives, geals, and methodologies for
increasing the use of minority motor carriers.

-~Provide for a periedic evaluation process and a
monitoring procedure to insure attainment of desired
goals.

We further recommend that the Secretary of Defence have the
Cocmmander, MTHMC, revise the DOD transportation regulations
so that they will

-~-be less restrictive in supporting new carrier applica-
tinns for operating authority,



--increase the consideration given to use of contract
carriers, and

--gncourage centracting under section 8{a) of the
Small Business Act.

AGENCY COMMENTS AND OUR EVALUATIONS

We furnished a preliminary draft of this report to
offictals of MTMC and the Office of the Assistant Secretary
of Defense (Manpower, Reserve Affeirs and Logistics) and
obtained informal comments. The officials agreed that more
could be done to increase opportunities for minority carriers
and furnished their views on each 9of our recommendations.

The officials noted that the Secretary of Defense, in a
memorandum dated October 31, 1977, had reaffirmed DOD's sup-
port for the promotion of minority business development. This
is a good document on the need to increase the use of minority
firms in general but it does not specifically discuss the use
of minority carriers in the DOD transportation program.

In view ¢f tha limited progress made in the past, we
believe that there still is a need to specifically and for-
mally tell transportation management cfficials at all levels
about the DOD commitment to increase mincrity carrier partici-
pation in Defense business. In this regard, DOD officials
did agree that there is a need for emphasizing to its field
activities th? Department's policy on the use of minority
carriers.

Officials stated that MTMC is now formalizing an affirma-
tive action plan that will be used as a model throughout DOD
on actions to be taken to improve opportunities for minority
carriers.

They also stated that DOD planned to revise the transpor-
tation regulations. One amendment will reflect the provisions
and intent of Executive Order 11625. According to the
officials, revisions also may be necesseary to clarify and
stengthen guidance concerning support of minority applications
to do business with DOD.

The officials cited complexities in supporting applica-
tions and using contract carriers but indicated that they
were working to overcome the difficulties. Regarding the
section 8(a) program, the officials stated that as a start
they are pursuing the use of this program in the area of
unregulated local drayage contracts.

12
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The comments of the DOD officials indicate that many
pusitive actions are planned or have already been initiated.
Completion and implementation of these actions should in-
crease the opportunities for minority carriers to participate
in DOD business.

13



CHAPTER 4

SCOPE OF REVIEW

We reviewed DOD's policy and implementing actions as
they relate to minority motor carrier participation in DOD
transportation and meeting the tenets of Executive Order
11625. We reviewed regulations, examined records, and inter-
viewed officials at the following DOD organizations:

~-Qffice of Assistant Secretary of Defense (formerly

Installations and Logistics, now Manpower, Reserve
Affairs and Logistics).

--Headquarters, MTMC.

-~-Headquarters, Military Sealift Command.

-~Eastern and Western Lrea Commands, MTMC.

~--Atlantic and Pacific Regions, Military Sealift Command.

~-Naval Supply Centzr, 0Oakland, California.

--Naval Supply Center, Norfolk, Virginia.

"~-Naval Air Station, Alameda, California.

--Travis Air Force Base, Travis, California.

--Def=anse Logistics Agency, Cheatnam Annex, Williamsburg,
Virginia.

Other Federal agencies contacted included the:
--General Services Administration.
~--Small Business Administration.

~-Department of Commerce's Office of Minority Business
Enterprise.

--Interstate Commerce Tommission.
We also contacted the Minority Trucking-Transportation Devel-~
opment Corporation, various minority motor carriers, and
commercial ocean carriers providing DOD transportatinon ser-
vices.

(943309)
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