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Amigo Yoods Corpexation
Rov D-43ha}35:436
New York City Terminal Market -
Hunts Doint and East Day Avenues
e Bronx, Hew York 1O4TH4

Attention: Mr. Roburt L. Krupnick

L

Gentlczeny ) . \

Ve refer to your letter dated May 17, 1972, and supplemental .
__ecorrespondenze, on behalf of the New York Produce Trade Associntion,
\ protesting apninst the procurement policledyjot the Defenge. Personnel

- -Bupport Centor_ (DPSC) i3 connaction with the purchase of fresh fruits

and vegetabled,

Your protest resulted from two procurements for carlot quantities
of fresh vegetahles, ono awarded on May 16, 1972, by the Subcistence
Reglonal Headquarters (SIW); Oakland, DPSC, Defence Bupply Agency
(DBA), and tbo other award=d on May 25, 1972, by SRH, New Orleans,

The May 6, 1972, avard was for 330 cu:tons of iceberg lettuce,

unwrapped, regular pack, and 550 cartons of iceberg lettuce, celo
pack, to he delivered to Bayonne, Yew Jerscy, on lay 22, 1972, This
procurencnt was s Hew York requirement wiich vas forwarded for the
purpose of effecting the purchage to the Sa.inas Beasonal Purchasing
Office, a purchasing activity of SPH Oaklanu, located 1- the lettuce
groving erea, On April 21, 1972, Itice=To«Trade No., QAK-ll-(72) wau
furnished to known suppliers soliciting oral offera. Awards under the
notice were to be made pursuant to & Blanket Purchase Agreenent issued
undor the negotiating authority of 10 U,8.0, 230%(a)(5). The notice
provided that "all interested suppliers are required to notify the
procurement agent and acquaint him with the location of packing amd
loading facilities and furnish full information with regard to
anticipated supply of fresh fruit and vegetables available for purchase.”
The notice also provided that '"Procurcment of fresh fruits and vegetables
ulhallmbe based upon the following mandatory specifications in the oxder
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a. Medernl Bpecification . ;

bs Coordinated Military Bpecification
apaved by the Department of D2femnse
for its use -

c., U, B8, Standard for Grade"

The notice furtler specified trat "awar< s will be made with due
regad to quality, condition and othar factors" and that "all offers
subnitted will be F.0,B, destination unless othoxwise specificd,”

We are informed that in accordame with 1'SA procedures a Governa
ment pnrchasing agent visited the fields identified by the offororas
to exanine theix products, Three of the nine ol’ferors determined
to have preducts of suitnble quaiity and condition subnitred pricas,
The purchasing agent evaluated these offera and mide avard to Inteor-
barvest, Incorporated, at 3,91 a carton for uwnwrapped lettuce and
$1.01 o carton for wrapped lettuce, A meuber of ycur trade sasociation
offored prices of $3.00 a carton for ummappyd lettuce and 83,75 for
wrapped lettuce, This offer, and others fivm your tiads association,
were determined to ba uracceptable because of the fallure of the
offerora to comply with tho provision of the notice which required dirclosure
of ths location of packing and loading facilities.

8ince the basis for your protest and the relevant fivcts of both pro-
cirenents ave the same, we will 1linit our consideration to the Oakland
procurement, In addition, it should be noted that/our sucdit division
has conducted an evaluation of the same DPSC field buying prvcedures [
vhich are the subject of this protest and its findings are included in
a report entitled "Policies for Procurement of Freosh Fruits and Vegetables
by tha Defense Bupply Agency," B-176012, B-176131, dated Junv 25, 1973,
to Congressman Mario Biaggl, copy enclosed.

You contend that tha requirement for source disclosure befors awvard
is arbitrarr and unreasonably restricts compatition, It is your position
that since fresh vegetabler (in this cese lettuce) are purchased accordinz
to specifications at time of delivery, award should be mde to tha firmm offerin
the loweat priced product which conforms to the specifications, note
withatanding any fallure to disclose the origin of the product,

You contend that the souxrce inspecticn is not nacessary becausy all
lgxppl.:lm are Yequired to reat Fedaral specirications at the time of'
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dolivery, vhich may oocur as much as 12 days afier the initid)
inspection, In this repard, you insist tat the only operative factor
48, vhather the yroduce complics at destination with United States
Departoant of Agriculture (U3DA) grade classitfications and any other
applicable specifications, You contend that and other terminal
markat vendors (as distinguichod from provers) can provide the Govern-
ment with prodice which complies with the specifications 1if the source
inzpaction procedures are climinated, In your view, DIA inspoction
proceduras elininate a large portion of the produce industry (Serminal
market vendors), who £ind it difficult to idontify their sources without
satablishing spezific groving area affiliations, .

DOA insists that identification of the supply source ir yequired
in purchasas of carlot quantitios (source idontification is not re-
quired when lessar quantitics are involved) to enable the purchasing
apont to visually inspect the product at the piowing area, Tihis
innspection is necessary in DSA's oplinion for prorar cvaluation of tbe
offcra, We arae informed that USDA slandards upecify the maximum
porigsible defects that a product may have and still meat the winimom
stendexds for grade, Accordingly, tho lovest priced offer may not be
the bvest value because 4t pay ba for a product that barely neats the
mininum stendards,

The requiremont to inspect the produza prior to avard is based
on the assumption that the visual inspsction of freoch frults and
vegatables in the fields assures the beat valuas for the Govermmwnt,
It 18 reported that the latitude in the U5D\ gstandards can cause
wariations in the actual market velue of tha produco being offcred,
For example, lettuce is very perishable and begina to deteriorate at
time of harvest, We are informed that the degree of dsterioration at
any point in tiny after harvest is directly affected by tha timsa lapswn
from harvest and temperature changes tn which the lettuce may bo
subjected, Thesa factoras affect the amount of trim ot the time and
point of consumption, vhich rakes a difforence in the actual markaet
value even thoupih all, tha lettuce may pgrade within the tolerances of
the USDA standard, DSA insists that withows sorxce inaspection there
is no practical way Ly which the actual harvnsf, time of a product can
be discerned prior to awerd,

In this connaction, it has been brought ‘o cur attention that
several of the lorger chain stores utilize a similar technique in
procuring fresh frulit and vegetanles, Althourh thoy do nod actually
inapect the produce in the field during each procurement, they have
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employeus in the groving avea vio provide intelligence as to the
general conditions of the fielda and crop quality.

It 4s ale0 reported that USIA officials have acknowledged the.
valus of the buyer being informed as to the reputation of growirs

and packers, as well as to thy gencral condition of the growing arcas

and crops, On the other hand, thay atate that their field personnel
can inspect to any apccification:' established by the buyer, There-
fore, they sugpest that IIPSC dsvelop tighter apecificationa ard USDA
field personnel will inspeot to thoae specifications,

Mthough you have offercd convineing argumenta in support of
yoir position that viesunl inspection of carlot quantiticn of produce
at ths gmrowing area is unduly restrictive, we are unable to conclude
that DEA's use of this procedurs ia without justification in view
of the fact that the applicable specifications do not appear.to be
suffiziently stringent to assurs the quality produce required, In
this connection, by letter of today to the Director of tha Defense
Supply Agency, we are directing his attention to the recormendetion
in our audit report of Juna 25, 1973, that consideration be given to
the possibility of drafting more cxacting specifications so that the
nunber of items requiring field inspections might be reduced,
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Bincerely yours,

Paul G, Desbling

For thd Camptroller General
of thwe Unitod Btates
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