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B-133396 SEP 1 8 1961 

Honorable Saaa Rayburn 
Speaker of the House of Repreaentatives 

Dear Mr. Speaker: 

Enclosed is our report on review of noncompetitive procurement 
of aeronautical replacement spare parts within the Department of De­
fense. The miatters discussed in the report were the subject of hearings 
during May, June, and July 1961 before the Subcommittee for Special In­
vestigations, Committee on Armed Services, House of Representatives, 

Our review disclosed that, notwithstauiding the provisions of the 
Armed Services Procurement Act, the stated policy of the Department 
of Defense, and niunerous statements by Department of Defenee ofii-
cials regarding their efforts to get the maximumi amount of competition, 
in actual practice the military services have continued to buy the majoir** 
ity of ae ronautic.al replacemient spare parts from the original manufac­
turers of military equipment without real attempts to obtain competition 
for the parts. The Department of Defense has estimated that its annual 
expenditure for the reprocurement of these parts i s $1.2 billion. 

Contracting officers generally procure the parts on open contract 
with the prizne contractor and have made little effort to find or develop 
competitive sources of supply. As a result, there has been a substan-* 
tial aznount of unnecessary noncompetitive procurement of aeronautical 
replacement spare parts. We believe that the failure of the military 
services to use comipetitive buying to the maximtun practicable extent 
increases the price ofthe applicable spare parts by about 50 percent. 

We believe that the primary reason for the military services ' 
practice of buying the xnajority of their aeronautical replacement spare 
parts noncompetitively on open contract is to be fotind in the simplicity 
and expediency of this znathod of procurement. We believe, however, 
that this fornn of procurement generally results in higher prices , toBm 
ters and subsidiKes inefficient and uneconomical practices in industry, 
and ignorea or clrcunxvents a basic policy ofthe Congress that all i 
qualified suppliers shall have an equal opporttmity to compete for the 
Government's business. We believe also that the maximum practicable 
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use of competition in Government procurement programs is fundamen«^ 
tally sound a:ad will promote efficiency and economy in both Government 
and industry. .Further, it is our opinion that the unsatisfactory condi* 
tions of long duration which continued to prevail in the mili tary s e r v ­
ices ' receipt and control of contractor-furnished technical data at the 
time of our review were clearly indicative of a lack of any real in ter­
est in the use of this data to obtain the maximum practicable amount of 
competition in the procurement of aeronautical replacement spare 
pa r t s . 

We also found unsatisfactory conditions in the znilitary services* 
receipt, control, and use of contractor-furnished data. The Depart­
ment of Defense believes that these conditions constitute one of the 
most intricate and difficult problems confronting management in the 
logistics area and that, until they are corrected, progress by the mi l ­
i tary services in increasing competitive procurement of aeronautical 
replacement spare parts will be seriously impeded. 

Our review ofthe military services ' use of noncompetitive con­
t rac ts in their procurement of replacement sparo parts included an 
exEumination of the circumstances which existed in the expenditure of 
znore than $106 million for 2,770 specific par t s . Of this number, 
1,675 par ts , with a total price of naore than $66 niillion, were com­
pletely manufactured by subcontractors to the p:>;l::ne contractors who 
were awarded the Government contracts. The prisxe contractors had 
more than one subcontractor source of supply for 834 of the 1,675 r e ­
placement spare par t s , and we believe it is reasonable to conclude that 
in these instances competitive sources of supply were also available 
to the procuring mili tary service. The other 1,095 par t s , with a total 
price of more than $39 znillion, were manufactured partially or conn-
pletely by the prinne contractor. Many of these parts are items for 
which the services had or should have had complete techiiical data; the 
Govermnent had or should have had the unrestricted right to use this 
data for any Government purpose, including competitive procurement; 
and the types of items involved were suitable for competitive procure­
ment. 

In commenting on our findings, the Assistant Secretary of De­
fense (Installations and Logistics) advised us that the Department of 
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Defense Is In complete agreement with the underlying premise stated 
in our report '*that the maximum practicable use ol eom.petition in 
Government procurement programs i s fundamentally sound and wUl 
promote efficiency and economy in both Government and industry." He 
said that the military serv ices recognize that they are not at present 
obtaining coznpetition to the maxim.um practicable extent in the pro­
curement of aeronautical replacement spare parts and that they believe 
there are substantial competitive opportunities in other areas of m i l i ­
tary procurement that have not yet been adequately escploited. He con­
s iders this to be one of the major problems in defense spending today 
auid a primary goal of the Department of Defense i s to Riinixni:?e unnec­
e s sary noncompetitivie procurement wherever it occurs . 

Department of Defense programs designed to hasten the progress 
of competitive procurement are already in effect or planned and are 
consistent with the corrective actions we proposed in our report* The 
Assistant Secretary stated that, despite the znost intensive efforts, 
znany of the problenns will pers is t for some time to come. He does not 
believe it i s possible at this tizne to estiznate with any degree of accu­
racy what the ultimate potential i s for competition in the procurement 
of aeronauticaJ. replacement spare parts. Taking into consideration the 
problems to be dealt with, the Department of Defense believes a rea l ­
i s t ic target for the near future would be the achieveznent o i competition 
in the range of 30 percent of total dollars. 

Some of the programs under way have already attained some de ­
gree of success in increasing competitive procurement; however, the 
success of other actions taken or planned i s largely prospective in na^ 
ture and their effectiveness will depend upon the manner in which they 
are carried out. The Department of Defense i s to be complinciented for 
its aggress iveness in taking prompt corrective action and for i ts wil l­
ingness and desire to meet the many challenges that are presented in 
the re solution of this problem. 

As a part of our continuous review of Department of Defense ac ­
t ivit ies , we plan in our future examinations to make further inquiries 
into the progress of the military services in promoting greater com­
petitive procurement. 
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This report is also being sent today ta thai j ^ r ^ 
Copies are beini iont ^̂  ^^ P'o'Moiit of t^}1Jb|teidf 
Secretaries of Delbnse, tha Air S^orce^the Airmy^c^ 

Sincexrely ypurJii 

inate* 

Comptroller Ch»xteral 
of the United Smeli 

Enclosure 

^^:4:-: 
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DETAILED FINDINGS, CONCLUSIONS, AND AGENCI COMMEarPS I v 
Noncompetitive procurement of 1,675 psirts dQiiipI^e% 

manufactured by subcotttPictors 
Noncompetitive procurement of 1,095 parts manufacr : 

tured by sole-source suppliers 
Price reductions resulting from competitive procured ' 

ment of spare parts 
Department of the Air Force 
Department of the Navy 

Weaknesses in the receipt, control, and use Of 
contractor-furnished technical data •:.'': -'-Sr^:,^ 
Department of the Air Force ^ ̂  ̂  28 

Inadequate control over receipt of technlcial 
data required to be furnished under the 
terms of contracts '•• '^'--:-V-M^ 

Inadequate procedures for Indexing and flllzig 
technical data stored in Air Force Central; 
Drawings Repository i30 

Nonavailability of and failure to use 
contract or-fumlshed technical data at Air 
Force procurement centers >31 

Department of the Navy ; 3^ 
Failure to determine rights of Govemment to 
use technical data 35 

Indications of misuse of authority to nego­
tiate contracts -36 

Department of the Army 36 
Nonavailability of and failure to use 

contractor-furnished technical data 37 
Conclusions S^ 
Agency comments k3 

SCOPE OF REVIEW J^i? 

APPENDIXES 
Noncompetitive procurement of spare parts 

completely manufactured by subcontractors I v^9 
Noncompetitive procurement of spare parts 

partially or completely manufactured by 
sole-source contractors II 53 

Competitive procurement of spare parts III ^55 
Letter from Assistant Secretary of Defense 

(Installations and Logistics) dated 
August 9j 1961 IV ^ 5 7 



Appendix £a£& 

List of principal nanagement officials of 
the Departments of Defense and the Air 
Force, Army, and Havy during the period 
of this reviev 72 



RgQm QgBBYIBW 

MOHCOMPgriTIVB PRQCnREI^ OF 

AimOgAPTIGAL REPLACEMENT SPARE PARTS 

WITHIff IHE 

PBPAMMBHt Of PSFMgy 

The General Accounting Office has made a selective review bf 
' i 

noncompetitive procurement of aeronautical replacement spare pairts 
• • • . • • i 

vlthin the Department of Defense • The purpose of our review was 

to examine into the extent that the military departments were 

awarding noncompetitive contracts for aeronautical replacement 

spare parts yhen they had, or should have had, all the data necies-

sary for competitive buylixgi We also attempted to leam the ap;-

proximate price advantage that occ^s when items previously pur^ 

chased noncompetitively are subsequently purchased by obtainingi 

competition. We did not attempt to establish whether or not, in a 

particular case, the Govemment was charged excessive prices on; 

parts purchased noncompetitively, because to do so would have re-
• • . • • • • ' • ' • • • • . • . • • • ! 

quired greatly expanding the scope of our work, etnd it was not es­

sential to the basic objectives of our review. Hence, we did not 
• • • • . . • . . . . • i 

undertake to evaluate the cost of receiving, inspecting, preserv­

ing, and packaging parts furnished by the prime contractors to the 
. . • • . : • • , j 

military departments, nor did we attempt to determine and evaluate 

the reasonableness of profit eamed on the sale of these parts.j 

Since our examination was not directed to these aspects, we have 

not asked the various contractors to furnish comments on the 
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results of our review. Consequently, we have oaitted the i * ^ 

the firms from whom the peirts were purchased^ 

This review was made pursuant to the Budget imd Accoimtiiig 

Act, 1921 (31 U.S.CJ, 53), the Accounting and Aiidltlng AclĴ^̂ô^̂^̂  

(31 U.S.C. 67), and the authority of the Comptroller Generiai t<>̂ ?̂ ^̂  

amine contractors' records, as set forth in 10 U.S.C. 2313()*)- J 

The scope of our review is described on page ^̂ 7 of this report. 



INTRODUCTION 

The Armed Services Procurement Act, as codified at 10 U.S;C; 

230W(a), states that purchases of or contracts for property or ; 

services shall be made by formal advertising; however, the head;of 
. •. • • . . ' 6 . • • " ( ' " ' 

a military agency nay negotiate for such a purchase or co^ti^act: • If 

the circumstances of the procurement meet one or more of the :17̂  ex­

ceptions cited In siibsectlon 230^(a). The legislative hiaiipT^^df 

these provisions indicates clearly that the Congress Intepdedlilie 

military departments to continue to make the greater volume of 

their purchases and contracts c/ formal advertising,and that ^hls 

method should be used in all i^rpcurements Xxx which It could be|rea­

sonably expected to give satlairactory results, even thoiigh circum­

stances might exist which would be sufficient to authorize negbtia-

tlons under one or more of the oxoeptions. 

The general policy of the Department of Defense, as set forth 

lu the Armed Services Procurement Regulation I-3OO.I, states that 

all procurements, whether by formal advertising or by negotiation, 

shall be made on a competitive basis to the maximum practicable i ex^ 

tent. This method of procurement is believed to be the most advan­

tageous to the Govemment—price, quality, and other factors con-

sidered. A basic prerequisite of competitive procurement is ^he 

ability of the procuring organization to fully describe the arti­

cle or service needed, so that prospective suppliers will know 
. 1 

exactly what is required. An effective means of providing an ade­
quate description is throu4i> the use of engineering data, such as 

• . . - . • 1 

detailed specifications and drawings of the article to be procured. 



Defense contracts for research, development, limitad produc­

tion for test and evaluation, and production of specialized mili­

tary items usually require contractors to prepare and submit at 

Govemment expense engineering data for subsequent use in mainte­

nance, inspection, and procurement of the article or its component 

parts. If the benefits of competition are to be realized in the 

subsequent procurement of these military items, it is essential 

that the military services obtain and use the engineering data pro­

vided under Govemment contracts. 

We selected the procurement of aeronautical spare parts for 

stock replenishment for thia review of the military services' buy-

ing practices because the parts have been previously procured and 

the related engineering data is or should be available for use in 

describing the needed articles to potential suppliers. The noncom­

petitive spare parts procurements covered in our review were 

awarded to sole-source suppliers under open contracts. These are 

agreements negotiated on an azlnual basis, which provide that the 

military departments will b\]y unknown quantities of unspecified 

parts during the year and that prices will be negotiated as pro­

vided in the contract terms. Almost all the noncompetitive pro­

curements examined during our review were negotiated under the au­

thority contained in lO U.S.C. 230^(a)(10) vhich provides that con­

tracts may be negotiated if they are for property or services for 

which it is impracticable to obtain competition. 

During fiscal years 1959 and I960, procurement of aeronauti­

cal replacement spare parts at the proc\irement centers included in 

our review amounted to over $2.2 billion. Of this amount over 



$1.5 billion was expended by the Air Force, $53 million by tjie! 

Army, and $7^2 million by the Navy. We were unable to determine 

the extent of competition in the Air Force procurements; hbiirlBver, 

Army and Navy records contained the following breakdowns: 

Army Transportation Materiel Command: 
Advertised procurement $ 1,089,000 
Negotiated procurement: j 

Competitive $ 9Mf,000 
Sole source ^1.910.000 ?2.8?^;000 

Total ft^^.9^1.000 

Navy Aviation Supply Office: 
Advertised procurement $ 36,600,000 
Negotiated procurement: 

Competitive *$171ilOO,000 
Sola source '?'^^A00.000 70g.500.000 

Total ^7^2.100^000 

Our review of the military services' use of noncompetitive 

contracts in their procurement of replacement spare parts included 

an examination of the circumstances which existed in the expendi­

ture of more than $106 million for 2,770 specific parts. These 

specific procurements were selected from noncompetitive contracts 

totaling more than $500 million. Of the 2,770 parts reviewed, 

1,675, with a total price of more than $66 million, were completely 

manufactured by subcontractors to the prime contractors who were 

awarded the Government contracts. The other 1,095 parts, with a 

total price of more than $39 million, were manufactured partially 

or completely by the prime contractors. 

The principal Department of Defense officials responsible for 

administration of the activities discussed in this report are 

listed in appendix V. 



SDMMARY FINDINGS, CONCLUSIONS, AND AGENOY CQMMEWTfi 

Notwithstanding the provisions of the Armed Services Procure­

ment Act, the stated policy of the Department of Defense and numer­

ous statements by Department of Defense officials regarding their 

efforts to get the maximum amount of competition, in actual piac^ 

tice the military services have continued to buy the majority of 

aeronautical replacement spare parts frcM the original manufac­

turers of military equipment and, as a result, there has been a 

substantial amount of unnecessary noncompetitive procurement of 

aeronautical replacement spare parts. We believe that this fail-> 

ure of the military services to use competitive buying to the maxi­

mum practicable extent increases the price of the applicable spare 

parts by about 50 percent. With regard to subcontracted parts, 

these price increases include prime contractor profits and alloca­

tions of indirect costs. 

Generally, contracting officers have made little effort to 

find or develop competitive sources of supply. Further, the prob­

lem of finding and developing competitive sources of supply has 

been greatly aggravated by the fact that none of the services have 

any really effective control over technical data bought from con­

tractors under previous contracts, which could be used for competi­

tive procurement. Although defense contracts usually provide that 

contractors are to furnish complete technical data and unre­

stricted rights to the Government, we found that 2,0^7 of the 

2,770 parts we examined were purchased noncompetitively on the ba­

sis of determinations that adequate data was not available to use 

.In soliciting bids or that the data available was not adequate to 



assure that the parts would perform the same function as the parts 

being replaced. Another 1^7 of the parts were purchased from man­

ufacturers who had been determined to be sole sources of supply 

and 537 parts were purchased noncompetitively because of determina­

tions that competition was precluded by the existence of patent 

rights, secret processes, or other similar circimistances. 

Our review of the circumstances surrounding the procurement 

of 2,770 different kinds of replacement spare parts disclosed that 

1,675 of the parts were completely fabricated by subcontractors to 

the contractors from whom the Government was buying the parts. In 

each case the military services had determined that competitive 

procurement of the needed parts was impracticable. In practice, 

however, we found 83^ instances where the so-called sole-source 

supplier had several subcontractors who could manufacture the 

parts and that the suppliers frequently solicited competitive bids' 

In awarding subcontracts. We believe that it is reasonable to as­

sume, in these Instances, that competitive sources of supply would 

also have been available to the military services. 

Many of the other 1,095 kinds of parts which are still pro­

duced only by the original manufacturer of the equipment are items-

for which the services had or should have had complete technical 

data; the Government had or should have had the unrestricted right 

to use this data for any Government purpose, including competitive 

procurement; and the types of items involved were suitable for com­

petitive procurement. 

We believe that the primary reason for the military services'' 

practice of buying the majority of their aeronautical replacement 

_J 



spare parts noncompetitively on open contract is to be found in 

the simplicity and expediency of this method of procurement. We 

believe, however, that this form of procurement generally results 

In higher prices, fosters and subsidizes inefficient and uneconomi­

cal practices in industry, and Ignores or circumvents a basic pol­

icy of the Congress that all qualified suppliers shall have an 

equal opportunity to compete for the Government's business. We be­

lieve also that the maximum practicable use of competition in Gov­

ernment procurement programs is fundamentally sound and will pro­

mote efficiency and economy in both Government and Industry. Fur­

ther, it is our opinion that the uzisatlsfactory conditions of long 

dturatlon which continued to prevail in the military services' re­

ceipt and control of contractor-furnished technical data at the 

time of our review were clearly indicative of a lack of any real 

Interest in the use bf this data to maximize competition, in the 

procurement of aeronautical replacement spare parts. In the ab­

sence of a concerted and major effort by the military services to 

use the contractor-furnished technical data in their procurement 

programs, it is unlikely that the data ahd related Government 

rights can ever be effectively managed, although the Government 

will continue to accumulate millions of costly drawings which are 

not considered to be adequate or usable for procurement purposesJ 

In view of the above, we proposed to the Secretary of Defense 

that: 

1. Inunediate steps be taken to reverse the current practice 
of routinely using net̂ otiated noncompetitive contracting 
without real justification, rather than relying upon full 
and free competition to assure the Government's obtaining 
the best available products at the lowest prices{ 

8 
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2. Immediate steps be taken to correct at the earliest pos­
sible date the unsatisfactory conditions which exist In 
the control over and use of technical data in the Air 
Force, Army, and Navy; 

3. Contract terms providing that the Government receive com­
plete technical data and unrestricted rights to use the 
data for all Government purposes be vigorously enforced; 

h* Regulations of the Department of Defense be revised to pro­
vide specific penalties against contractors who fail to 
furxiish on a timely basis the technical data required by 
contracts; and 

5* Regulations of the Department of Defense be amended to pro­
hibit the use of open contracts for other than emergency 
procurement of urgently needed supplies. 

The Assistant Secretary of Defense (Installations and Logis­

tics) in commenting on our findings advised us that the Depart­

ment of Defense is in complete agreement with the underlying prjem-

ise stated in the report "that the maximum practicable use of com­

petition in Government procurement programs is ftmdamentally sound 

and will promote efficiency and economy in both Government and in­

dustry." He said the military services recognize that they are 

not at present obtaining competition to the maximum practicable' ex-
. i 

tent in the prociurement of aeronautical replacement spare parts 

and that they believe there are substantial competitive opportuni­

ties in other areas of military procurement that have not yet been 

adequately exploited. He considers that this is one of the major 

problems in defense spending today and that a primary goal of the 

Department of Defense is to minimize unnecessary noncompetitive 

procurement wherever it occurs. 

The Department of Defense agrees with our first four propos­

als for corrective action, and programs designed to hasten the 

progress of competitive procurement are already in effect or 

planned. Q 

I 



In connection with our last proposal, the Department of De­

fense agrees that measures are necessary to Insure against the mis­

use of open contracts. Accordingly, instructions liave been issued 

which require that, before any part may be bought under open con­

tract, it must be separately evaluated to determine whether compete 

Itive procurement or procurement from other than the original | 

source is practicable. The Department also believes that, in addi­

tion to its use for emergency procurements, the open contract is a 
. . j • 

highly efficient Instrument for handling large numbers of orders 

which necessarily must be placed with the same contractor over a 

period of time. 

We agree that the open eontract is an efficient procurement 

Instrument and we believe that, if properly controlled, it can be' 

an economical means of procuring military equipment. ' 

The Assistant Secretary stated that despite the most inten­

sive efforts, many of the problems will persist for some time to ' 
.1 

come. He does not believe that it is possible at this time to eŝ -

timate with any degree of accuracy what the ultimate potential Is 

for competition in the procurement of aeronautical replacement 

spare parts. Taking into consideration the problems to be dealt 

with, the Department of Defense believes that a realistic target 

for the near future would be the achievement of competition in the 

range of 30 percent of total dollar value of such procurement. 
( 

Some of the programs underway have ialready been successful to 

some degree in increasing competitive procurement; however, the 

success of other actions taken or planned is largely prospective 

in nature and their effectiveness will depend upon;the manner in 

10 
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which they are carried out. The Department of Defense is to be 

complimented for its aggressiveness in taking prompt corrective! ac­

tion and for its willingness and desire to meet the many chal? 

lenges that are presented in the resolution of this problemv î :• 

With regard to the invitation of the Department of Defense 

for the assignment of full-time General Accounting Office people 

to assist the Department in its efforts to reduce unnecessary n^ 

competitive procurement, we have advised the Secretary of pefeiise 

that it is our belief that the nature of our responsibility lapl 

organization is such that we can expect to make a more effective 

over-all contribution to the identification and resolution of sig­

nificant problems in the management of the Government's affairerby 
' . • • : ' • ' • ' 

maintaining an independent approach in the utilization of our 

staff. We stated, however, that we would be pleased to explore 

with the Secretary, other opportunities for cooperative effort as 

may seem feasible. 

11 



DETAILED FINDINGS. CONCLUSIONS. AND AGENCY COMMENTS 

NONCOMPETITIVE PROCUREMENT OF 1.675 PARTS 
COMPLETELY MANUFACTURED BY SUBCONTRACTORS 

Our review Included an examination of the circumstances in­

volved in the noncompetitive procurement of 1,675 replacement 
I 

spare parts which were completely manufactured by subcontractors 

to the prime contractors. We have determined that the prime con-̂  

tractors had more than one subcontractor source of supply for 83^ 

of these 1,675 replacement spare parts, and we believe that It is 

reasonable to conclude that competitive sources of supply were 

also available to the proctiring military service. The total price 

to the military services for these 1,675 parts was about $66 mil­

lion which is $22 million higher than the total of the subcontrac­

tors' prices of about $M^ million. 

We are unable to estimate the net savings to the Government 

which could be expected to have resulted from competitive or di­

rect procurement of the 1,675 subcontracted parts, since the prime 

contractors'" prices included allocations of indirect expenses 

which, in the absence of these sales, would have been allocated in 

part to other Government sales. We believe, however, that the 

$22 million differential in the prices provides an indication of 

the savings which can be expected from competition or, alterna­

tively, from procurement of proprietary parts directly from a manu­

facturer entitled to use of tihe proprietary data. 

Following are examples of our findings with regard to the cir­

cumstances involved in the noncompetitive procurement of a number 

of the 1,675 replacement spare parts which were completely 

12 



manufactured by subcontractors, and additional examples are con­

tained in appendix I. 

1. Arrow assembly—airplane mooring anchor 
(appendix I, line 7^) 

During the 12-month period ending August 1959? the Army 
Transportation Materiel Command (TCKAC) purchased 
19j635 arrow assemblies from a contractor who purchased 
the assemblies in completed form from a subcontractor. 
Ihe prime contractor purchased the assemblies for $1 each, 
or a total price of $19j635j and sold them to the Army for 
$1.25 each, or a total price of $2^+,582.31. During this 
same period the Air Force procured 2M-,000 of these arrow 
assemblies under formal advertising procedures for 
2k cents each, or a total price of $5*856. An'Alr Force 
drawing is needed for fabrication of this part, and it is 
Identified as an Air Force-Navy Aeronautical Standard item 
first developed in 1936. Had the Army purchased the assem­
blies at a price comparable to that paid by the Air Force, 
its total price would have been $^,712.^0, or a reduction 
of about $19,830. 

The Army has advised us that this part is now considered a 
competitive-type item and that procurements are being made 
competitively at a considerable price reduction. Approxi­
mately 16,000 arrow assemblies were purchased in April 
1961 at a unit price of 16.5 cents, 

2. Retaining nuts (appendix I, line I76) 

On March 11, I96O, the Navy Aviation Supply Office (ASO), 
purchased 9»889 retaining nuts from a prime contractor. 
After soliciting competitive bids from three manufacturers, 
the prime contractor purchased the nuts from the low bid­
der for $1.09 each, or a total price of $10,779.01. The 
other two manufacturers submitted bids of $1.7̂ - each and 
$3 each. The prime contractor's initial price to the Navy 
was $15.2̂ - each, or a total of $150,708. This was subser 
quentlv revised to $̂ -,01 each, or a total price of 
*39,65M-.89. This latter price is subject to further revi­
sion, upward or downward, in accordance with the prime con­
tractor's annual over-all pricing procedures. Had the 
Navy purchased the nuts on the same basis as the prime con­
tractor, there would have been a reduction in price of 
about $29,000. 

The Navy has advised that, although it was previously pro­
cured on a sole-source basis, this part could be and now 
would be procured competitively. 

13 



3. Bolts, (appendix I, line 2^) 

On January 2, 1959) ̂  ^ Air Force San Antonio Air Materiel 
Area (SAAMA) purchaseu ̂ -5,000 bolts from a prime contrac­
tor who purchased the bolts in completed form from a sub^ 
contractor. The prime contractor purchased the bolts for 
^6 cents each, or a total price of $20,700, and sold them 
to the Air Force for 55 cents each, or a total price of 
$2Jf,750. 

The Air Force had complete technical data for this bolt 
and the Government had the right to use the data for pro­
curement purposes; however. SAAMA technicians informed us 
that this bolt is not considered to be suitable for compet­
itive buying because it is part of and therefore consid­
ered to be critical to the operation of the J-69 engine. 

We were informed by engineers at the prime contractor's 
plant that the data furnished to the Air Force for this 
bolt was incomplete because the material specification, 
Silchrome No. I, is not detailed on the drawing. We found 
that the material is identified in Engineering Alloys. 
Woldman & Metzler, American Society for Metals, 195^ edi-
tion, and is a standard metal which can be purchased from 
any competent manufacturer. Had the Air Force purchased 
the bolts on the same basis as the prime contractor, there 
would have been a reduction in price of about $̂ -,000. 

The Air Force advised us that the emergency nature of the 
requirement, the critical nature of the item, and the lack 
of information on interchangeability at the time of pro­
curement were considered adequate justification for use of 
the open contract. 

Although competitive procurement may not have been fea­
sible in this instance, we believe that greater ingenuity 
by Air Force representatives could have resulted in direct 
procurement from the subcontractor at a reduced price and 
that a quality product would have been delivered within 
the time requirements. 

h . Bearings (appendix I, lines 98 and 99) 

During the 2-year period ended May 26, I960, TCMAC ptir-
chased 865 bearings from a prime contractor who purchased 
the bearings in completed form from a subcontractor. The 
bearings are identified by this subcontractor's part num­
ber and the subcontractor individually packaged and pre­
served the bearings before shipment to the prime contrac­
tor. The prime contractor purchased the bearings for an 
average price of $9.78 each, or a total price of $8,^60,90, 
and sold them to the Army for an average price of 
$23.72 each, or a total price of $20,519.59. 
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We were advised by officials of the prime contractor that 
they knew of no reason why these bearings could not be pur­
chased directly from the manufacturer, since they are cata­
log Items. Had the Army purchased the bearings directly 
on the same basis as the prime contractor, there would 
have been a reduction in price of about $12,000. 

In commenting on this part, the Army advised us that sev­
eral attempts had been made to effect direct procurement 
from the subcontractor. However, the subcontractor re­
fused to sell directly to the Government because the bear-
ijQgs are produced solely for the prime contractor who has 
design and reproduction rights to the part. The Army has 
also advised that every effort is being made to locate a 
qualified altemate source. 

In view of the information we obtained from officials of 
the prime contractor regarding procurement directly from 
the subcontractor, we believe that the Amy should make 
further inquiry into the matter to clarify the rights of 
the prime contractor, the subcontractor, and the Govern­
ment. 

5. Piston ringfl (appendix I, line 13^) 

On February 8, I960, A8G purchased 163.815 piston rings 
from a prime contractor who purchased the piston rings 
from three different manufacturers. The prime contractor 
purchased the piston rings at unit prices of 69 cents, 
70 cents, and 70.7 cents, for an aggregate total'price of 
$llM-,670, and sold them to the Navy for 92 cents each, or 
a total price of $150,709.80. In accordance with contract 
provisions this latter price is subject to subsequent revi­
sion, upward or downward. Had the Navy purchased the pis­
ton rings on the same basis as the prime contractor, there 
would have been a reduction in price of about $36,000. 

In commenting on this part, the Navy said that considera­
tion Would be given in the future to procuring this item 
competitively and that the three subcontractor sources to 
the prime contractor would be contacted. 
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NONCOMPETITIVE PROCUREMENT OF 1.09? PARTS 
MANUFACTURED BY SOLE-SOURCE SUPPLIERS 

Our review included an examination of the noncompetitive pro­

curement of 1,095 parts, with a total price of more than $39 mil­

lion, which were partially or completely manufactured by the prime 

contractors. We found that, at the time the Air Force and Army 

procured 303 of these parts, the files of the Air Force contained 

complete technical data which was adequate for competitive procure­

ment and in most instances the Air Force had established unre­

stricted rights to use this data for all Government purposes. For 

the other 792 prime contractor-manufactured parts, we could not 

find complete technical data in t.>.t̂  files of the military services. 

Our findings with regard to the inadequacies of the military serv­

ices' control of contractor-furnished technical data are described 

in a later section of this report. (See p. 28.) 

We are unable to evaluate ths effect that competition would ' 

have had on the prices paid for each individual part manufactured 

by the prime contractors, because they have always been bought 

from the sole-source suppliers and we have no basis for comparison. 

In an effort to approximate the influence of competition on 

the prices cf replacement spare parts, we reviewed a number of iri-

stances where the military services changed from a sole-source to 

a competitive basis of procurement. The price reductions in these 

Instances amounted to as much as 95 percent with an average de­

crease for all instances of more than 30 percent. On the basis of 

this average of more than a 30 percent price reduction, we esti­

mate that competitive buying would have reduced the $39 million 
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total price for these 1,095 parts by more than $11 million. A 

more detailed discussion of this part of our review is contained 

in a later section of this report (see p. 19). 

The following examples of noncompetitive procurement of parts 

manufactured by prime contractors are provided as being descrip­

tive of the conditions ve found in this phase of our examination 

and other examples are contained In appendix II. 

1. Pane (appendix II, line 51) 

On April 10. 1959, the Air Force Middletown Air Materiel 
Area (MAAMA; purchased 90 panes (left hand) from a prime 
contractor for $^.7^ each, or a total pricv? of $3,666.83. 
The Air Force had complete data and unrestricted rights 
for this part. 

We found that the Army and Navy also bought this item non­
competitively from the same prime contractor during the pe­
riod from August through October 1959* The Army purchase 
of 289 panes and the Navy purchase of 86 panes were at the 
same unit price of $̂ -0.7M- paid by the Air Force. 

We have been advised by all military services that consid­
eration will be given to procuring this item competitively 
when additional requirements exist. 

2. Plug (appendix It, line 1) 

On October 31• 1958, the Air Force Warner Robins Air Mate­
riel Area (WRAMA) purchased 3^000 plugs from a prime con­
tractor for a price of $^.7^ each, or a total price of 
$1^,220. The Air Force had complete technical data for 
this plug and unrestricted rights to use this data for pro­
curement purposes. WRAMA technicians informed us that 
they consideredi this part to be suitable for competitive 
procurement. 

If this item is procured agaiuj the Air Force has advised 
us that it will be systematically reviewed in accordance 
with controlling regulations and considered for competi- ; 
tive procurement. 

3* Rear windshield assemblv (appendix II, line 7k) 

On June 5* 1959* the Army Transportation Materiel Command; 
purchased 592 windshield assemblies from a prime contrac-' 
tor for a pr.̂ ce of $21.1̂ - each, or a total price of 
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$12,511*98. The Air Force had complete data and unre­
stricted rights for this part. 

Amy representatives have advised us that this item has 
been researched by their engineering technicians and ade­
quate descriptive data is now available for future procure­
ments on a competitive basis. 

k* T|ib2 (appendix II, line 22) 

On August 11, 1958, the Air Force San Antonio Air Matirlei 
Area (SAAMA) purchased 1,007 tubes from a prime cbntractbr 
for a price of $13.25 each, or a total price of $13^3^.75• 
The Air Force had complete data and unrestricted rlghta to 
this part* SAAMA technicians Informed us that they consid-r 
ered the part to be suitable for competitive proburiement; 

In eomnenting on this Item, the Air Force advised lis that 
consideration would be given to procuring this item oh a 
coBipetltlve basis in subsequent procurements. 

g. Leaf aprine (appendix 11/line 72) 

Between January 21 and September 29, 1959. TCMAC purchksed^ 
895 leaf springs from a prime contractor for a price of 
$5.70 each, or a total price of $5,10^.77. The Air Fojpce 
had cdnplece data and unrestricted rights for this part ̂  

Army officials have pointed out in their comments that adb-
quate descriptive data is now available and that this part 
will be procured competitively in the future. 
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PRICE REDUCTIONS RESULTING FROM 
COMPETITIVE PROCUREMENT OF SPARE PARTS 

Our review included an examination of a number of instances 

where the Air Force and Navy obtained competition in procuring re­

placement spare parts which had previously been purchased frbm 

sole-source contractors. We found that new sources of supply re­

ceived the competitive awards in more than 70 percent of the In­

stances and that the total prices in these instances were more 

than 30 percent lower than the total of the prices offered by the 

previous sole-source suppliers. We also found, in the instances 

where previous sole-source suppliers received the competitive 

awards, that they often made substantial reductions In their 

prices. 

Our review in the Army did not include instances where it had 

competitively procured parts which had previously been purchaseti 

from sole-so\irce contractors, but, in commenting on our findings, 

the Army described "Project BREAKOUT" and estimated that it could 

increase competitive purchases of aeronautical replacement spare 

parts by one third to a total of 50 percent of the dollar volume 

of the procurement of these parts. 

Detailed discussions of our findings in the Air Force and ' 

Navy follow, and additional examples of the results of competi­

tively procuring specific replacement spare parts are contained in 

appendix III. 

Department of the Air Force ' 

Our review of 178 Air Force competitive procurements dis- • 

closed that, when new sources of supply competed against previous 
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sole-source suppliers, the new sources received 130 (73 percent) 

of the awards. In these cases, the Air Force obtained spare parts 

at prices that averaged 33 percent less than those bid or proposed 

by previous sole sources. In the other k6 cases, we found in­

stances in which the prior sole sources substantially reduced 

their prices under the pressure of competition in order to get the 

awards. There were also instances of substantial increases over 

the last previous sole-source prices. 

In the 130 cases where new suppliers received competitive 

awards, the former sole-source suppliers proposed total prices of 

$^,880,000, or $1,621,000 more than the total prices of $3,259,()0b 

paid to the new suppliers. The price reductions on individual 

parts ranged from 1 to 95 percent. 

In the ̂ 3 cases where former sole-source suppliers received 

competitive awards, and we were able to establish their previous 

prices, the total prices of $1,1^-3,232 were $242,131 (17 percent) 

lower than their last previous prices as sole-source suppliers. 

In the other 5 cases we did not find any record of the previous 

prices. 

Following are examples of reductions in price obtained by the 

Air Force as a result of competition. 

1. Competitive procurement of thermocouples 
saves the Government S705.000" ~ 

The Middletown Air Materiel Area saved the Government at 
least $705,000 through competitive procurement of 
50,000 thermocouple and harness assemblies for J-^7 jet en­
gines used on B-M-7 aircraft. 

This thermocouple and harness assembly is identified by 
Federal stock number 6685-610-125^ and it is used to indi­
cate to the pilot the temperature of the engine exhaust 
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gases. Its proper functioning is considered by the Air 
Force to be essential to safety of flight. 

Until January 1, 1958, the thermocouple and harness assem­
bly was procured sole source. In order to develop other 
qualified sources, two subsequent procurements were adver­
tised and contracts were awarded to a second manufacturer 
in January 1958 for a quantity of 13,237 and to a third 
manufacturer in May 1958 for a quantity of 11,922. 

In June 1958 the Air Force developed another requirement 
for 33>6^5 of these thermocouple and harness assemblies. 
At this time a decision was made by the Air Force to buy 
them sole source from the original manufacturer because 
(1) unsatisfactory reports were being received concerning 
the second manufacturer's thermocouple and harness assem­
bly produced under the January 1958 contract, (2) the 
third manufacturer was not yet in production on the May 
1958 contract, and (3) the original manufacturer had made 
some engineering changes that improved its product. 

The Air Force negotiated a unit price of $35.05 with the 
original manufacturer for the entire quantity of 33>6U-5. 
Subsequent to this sole-source procurement, both the sec­
ond and the third manufacturers submitted qualified prod­
ucts. 

In June 1959 a purchase request was initiated for 50,000 
of the same thermocouple and harness assembly. A quantity 
of 25,000 was set aside for small business. Through com­
petitive negotiation, a contract was issued to the third 
manufacturer in November 1959 for the other 25,000 at a 
unit price of $l8.25, or a total price of $^-56,250. Subse­
quently, the small business set-aside was canceled and the 
quantity of 25,000 on the set-aside was added to the third 
manufacturer's contract, at the unit price of $l8,25 al­
ready negotiated with that company, to bring the total 
amount of that contract to $912,500, On March 30, i960, a 
minor price adjustment of about 3 cenLs per unit reduced 
the total contract price to $911,360. 

On this competitively negotiated procurement, the original 
manufacturer proposed a u n i t price of $32.3^-, or $808,500 
for a quantity of'25,000. A quantity of 50,000 at the 
same price would amount to $1,617,000. The difference in 
this amount and the total contract price is $705,6^0, or a 
reduction of kk percent. 

This example illustrates that substantial savings through 
competitive procurement are not restricted to simple non-
critical items but can also apply to parts whose proper 
functioning is considered essential to safety of flight. 
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2. Accidential oompetitiva procurei 
y y r w ^-tn*i«>Ji.UM^»'J!Ji.v^t4^ 

Although the method of obtaining competition in this case 
is unusual, we believe it illustrates the price reductions 
that can be obtained through competitive procurement. 

The Directorate of Materiel Management at Warner Robins 
Air Materiel Area issued a purchase request on January 22, 
i960, to the Procu3̂ ement Division specifying that 618 Look* 
foam Part Kits be procured from a recoamended sole source. 
Each kit consists of one 3-gallon drum of C6l^R resin ahd 
two 1-gallon jugs of C61VT foam and is used in the repair 
of propeller assemblies for C-133 and B-50 aircraft. The 
justifioatlon for sole-source procurement stated that the 
drawings and specifications necessary to allow advertised 
procurement were not available and that a single manufac­
turer would be the only firm solicited because it vas the 
only known source with the product, knowledge and capabil­
ity to fumish items which were acceptable to the Air 
Force. 

Although it was the intent of the procuring activity to 
solicit a proposal from the previous supplier only, copies 
of the Request for Proposal were inadvertently forwarded 
to several Air Procurement Districts (APDs).. The APDs. un­
aware that the procuring activity had decided to negotiate 
with only one source, induced 11 potential manufacturers' 
to ask for bid sets. Two proposals were received, includ­
ing one from the recommended sole source. The other pro­
posal vas submitted by another manufactiirer vhich held a 
license to manufacture Lockfoam products. It vas subse­
quently determijaed by Air Force officials that these tvo 
companies vere the only licensees. 

The previous sole source quoted a price of $72.15 per unit, 
or a total price of $Mf,5o9. The nev source proposed a 
unit price of $31.79, or $19,6^^ for the 618 kits, and re­
ceived the avard. As a direct result of this uninten­
tional competition, the Government obtained a price which 
was $2U-j9lf3 or 56 percent less than that which would have 
been paid if the proctirement had been awarded to the rec­
ommended sole source. 

3. Prior sole-source manufacturer lovers price 
S2^1,0QQ under pressure of competition 

At the Dayton Air Force Depot (DAAFD). we found that the 
introduction of competition resulted in a prior sole-
source manufacturer reducing its price from $736,250 to 
$505,000 for a total saving to the Government of $231,250, 
or 31 percent. 
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The procurement involved 250 units of an electron tube of 
a type used to convert direct current into ultra high fre­
quency current. It is used in a radar beacon vhicii is a 
ground navigational aid device. Prior to this procurement, 
only one company had manufactured this item for the Air ^ 
Force." 

On November k, 1958, DAAFD Issued Invitation For Bid (IFB) 
33-60^-59-192 to 56 potential manufacturers. Of the 19 re^ 
spouses received, the original manufacturer vas the bhl/ v 
company to bid on this particular tube and it subinlttbdr a 
bid of $2,9^5 per unit. Efforts of the Air Pbrce buyer to' 
negotiate a reduction in this price vere unsuccessful^id^ 
the manufacturer refused to supply DAAFD vith cost data.":; 
According to the Air Force buyer, the company evidently 
felt it vas in a solid sole-source position. 

With a 17 months* supply of this item on hand at DAAFD, 
the buyer believed that there vas still time to look for 
other sources. The biiyer contacted several manufacturers 
of ultra high frequency electron tubes in an effort to get 
more than one manufacturer Interested in supplying this 
tube. Finally the buyer contacted, a nevly established cbm-
pany vhich expressed a desire to bid on this item, and 
IFB 33-60^-60-10 vas prepared and submitted to the tvo in­
terested companies. 

The nev source bid $2,350 per unit and the original manu­
facturer bid $2,020, or $925 per unit less than its previ­
ous bid of $2,94-5. We attribute this reduction of 
$231,250 in the original manufacturer's bid to the competi­
tive situation created by a resourceful Air Force buyer. 
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Department of the Naw 

Our reviev in the Navy disclosed that, vhen nev sources of 

supply competed against previous sole-source suppliers, nev 

sources received the award in over 90 percent of the cases. As a 

result the Government obtained prices that averaged 33 percent 

less than those bid or proposed by the previous sole sources. 

We found that the Navy has a special program which is de­

signed to increase the use of competitive procurement. In January 

1958, as part of this program, the Bureau of Supplies and Accounts 

issued instructions requiring the submission of quarterly reports 

showing savings achieved through competition resulting from conver­

sion from sole-source procurement. During the period March 31, 

1958, to June 30, i960, the Aviation Supply Office reported the 

conversion of 72 line items to competitive procurement with the 

following results: 

Prices based on Competitive Price Percent of 
former sole source prices reduction reduction 

$9,690,000 $6,500,000 $3,190,000 33 

We selected several examples of former sole-source procure­

ment to illustrate that critical items of high value have been pur­

chased competitively at substantial savings and without impairment 

of performance capability or delivery leadtime. It is significant 

to note that, although the following examples are typical of the 

items converted from sole-source procurement, the preponderance of 

spare parts are still considered by the Navy to be unsuitable for 

procurement from any source other than the original contractor. 
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1. Competitive procurement results in 
price reduction of over 36200^000*" 

During fiscal year 1959, invitations for bid were adver­
tised for six airship envelope kits conforming to techni­
cal specifications developed by the Navy. 

The former sole source bid $367,167 per kit, and two other 
bids were received of $332,500 and $336,737 per kit, re- ̂  
spectively. 

The lowest bidder was awarded a contract for one kit, nego­
tiated downward from the original bid of $332,500 to 
$329,875. Negotiation included a quantity reduction to 
one kit because the bidder's production capacity was not 
adequate to fabricate six kits within delivery time limits. 

The next lowest bidder was awarded an order for two kits 
at $336,737 each. The basis for this award was productive 
capability to fabricate two additional kits urgently 
needed within a limited delivery time period. 

The remaining requirement for three kits was placed on a 
second procurement action after the original manufac­
turer's high bid of $367,167 per unit was rejected as unac­
ceptable. The Navy subsequently awarded the second pro­
curement for three kits to the original manufacturer at a 
competitively negotiated price of $329,882 per kit. The 
over-all transaction summarizes as follows: 

Original manufacturer, 
first bid 6 kits at $367,167 S2.20^.002 

Awards—initial advertise­
ment: 
Second source 1 kit " 329,875 329,875 
Third source 2 kits " 336,737 673,if7̂ -

Award—second procurement: 
Original manufacturer 3 " " 329,882 989.646 

Actual competitive 
price 1.992.995 

Reduction over first bid of sole source $ 210.007 

Under pressure of competition, the original manufacturer 
reduced Its quoted price from $367,167 each for six kits 
to $329,882 per kit for a quantity of three. On the basis 
of six kits, the revised bid represents an aggregate reduc­
tion of $223,710 from the original quotation. In addition, 
the production was spread to three firms, thereby acceler­
ating delivery, and the competitive award served notice on 
the former sole-source producer that future quotations 
would need to be competitive. 



2. Fuel in.1eetion nozzle assembly 
procured bv competition at 
savings of »2.? million 

During the test stages of the J-3^ engine development, the 
prime contractor developed a fuel injection nozzle assem­
bly which consisted of 60 nozzles for each engine. The 
original nozzle assembly was procured from the prime con­
tractor on a sole-source basis at a cost of $^32.72 per 
set. 

During 1951 the nozzle vas reengineered and an Initial pro­
curement of 800 sets of the nev nozzles cost the Govern­
ment $5**̂ .50 each. 

Requests for competitive bids vere first solicited by the 
Navy in July 1953 vhen another manufacturer• as lov bidder, 
vas avarded a contract for 1,600 sets at $lo0.60 each. 
Thus, on this order, the unit price of $5H-8.50 vas reduced 
by competition to $l80.60 per set, vith resultant savings 
of about $589,000 to the Government. 

Subsequent purchases during the next 5 years vere also com­
petitively avarded by the Navy to the second source at 
prices ranging betveen $122 and $18̂ - per set. During this 
period about 6,600 sets of nozzles vere procured at a to­
tal cost of $1,067,000. Had these nozzles been purchased 
noncompetitively at any figure approximating the Initial 
prime contractor's price of $5^8 per set, the Government 
would have incurred at least $2.5 million additional cost, 

3. Prices reduced ^19.000 bv securing 
competition between the prime 
contractor and the subcontractor 

In December 1959 the Navy Aviation Supply Office requested 
quotations for certain components (previously designated 
sole sotirce for technical reasons) from the previous sole 
source and from one of its subcontractors. The following 
tabiilatlon shows that the subcontractor was awarded orders 
for every item because of lower quotations. 
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Item 

Extensometer 
Bushing 
Oil pump 
Bushing 
Fixture 
Post 
Post 
Fixture 
Template 
Gage 
Pin 
Wrench 
Inse r t e r 
Pul ler 
Indicator 
Bushing 
Fixture 
Wrench 
Wrench 

Total 

Prime 

$ 3,786 
951 

7,970 
13»^28 
19 MfS 

720 
k05 
k5o 
282 
288 
?21 

2,lif3 
3 188 
6 715 

288 
208 

1,10^ 

i69.^20 

Subcon-
^rf tc tpr 

5,766 
10,0l4if 
12 96^ 
3,325 
3,515 

539 
293 
32? 
186 
208 
160 

1,550 
.2»i§.7 
if 85V 

208 
150 
798 

$50, if 68 

Savings 

$ l,0»+7 
26if 

2,2Gtf 
3,38Jf 
6;J+8»f 

QkB 

181 
112 
125 

96 
80 
61 

593 
1,031 
1,861 

80 
?̂ 

0̂»f 

^18^9^2 

The Government saved $18,952 on the $50,000 transac­
tion, and an item-by-item comparison with earlier sole-
source orders showed improvements in the delivery 
schedules. 

The above examples clearly demonstrate that not only substan­

tial price reductions can result from competition but also addi­

tional sources of production can be established thereby broadening 

the industrial base. It is also noteworthy that in specific cases 

the delivery schedules were improved and the spare parts that were 

procxired were critical to the safety of flight and operation of 

aircraft. This indicates that the opportunities for successful 

competitive procurement are not necessarily restricted to simple 

noncritlcal replacement spare parts. 
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IND USE OF GQNTRACTOH-FUKNiaHED 
^miM^&^m*j^' 

During this reviev ve examined into the conditions existing 

in the Air Force, Army, and Navy with regard to the receipt, con­

trol, and availability for use of technical data furnished to the 

Govemment under defense contracts. Previous reports on this sub­

ject vere issued to tha Congress for the Air Force in May 1959 

(B-133168) and for tha Navy in January i960 (B-^133263). 

The following sections contain an initial report of our find­

ings in the Army and follow-up reports of our findings in the Air 

Force and Navy. 

figpftr^m^flt of t t e Atr gprM 
Our May 1959 report cm the Air Force included findings that 

the maxlmaui benefits of conpetltion had not been realized in the 

procurement of military equipment, components, and spare parts be­

cause of (1) inadequate provision in contracts for use by the Gov-

emment of contractor-furnished drawings acquired at (tovemment ex­

pense, (2) unnecessarily restricted interpretation by Air Materiel 

Command (AMC) of prior contracts vhere Use of data vas not ex­

pressly restricted, and (3) inadeqiiate controls and procedures re­

garding the receipt and use of sUch dravings. Our report also 

stated that the Air Force had expressed general agreement vith our 

findings and recommendations, and enumerated the corrective ac­

tions vhich tha Air Force had Initiated. 

Our follov-up review disclosed no instances where the Air 

Force had failed to include unequivocal provisions regarding the' 

Government's rights to technical data in contracts awarded since 
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our previous reviev. We therefore conclude that the Air Force has 

eliminated the first of the above deficiencies. 

With regard to the second deficiency, ve examined the records 

maintained by AMC of the Govemment's rights to use data obtained 

under 25^ contracts. We found that unrestricted rights had been 

established for 229 contracts, a determination had been made that 

the Government had no rights to use data furnished under k con­

tracts, and no determinations had been made for 21 contracts. We 

therefore conclude that, although substantial progress has been 

made by AMC since our first reviev in 1957-58, there is a continu-
\ • • • : • 

ing need to establish the rights of the Government to use data fur­

nished under a sizable number of older Air Force contracts. We be­

lieve, hovever, that this need would be readily accomplished If 

the Air Force vere to adopt an active program of maximizing dompet-

itive procurement of replacement spare parts. Such a program 

vould require determinations of Government rights to use the data 

pertaining to any equipment still in use vhich vas delivered under 

these older contracts. 

With regard to the third finding in our previous report, ve 

find that little has been accomplished in the establishment of ade­

quate procedures and controls over the receipt and storage of 

contractor-furnished technical data. For this data to be useful 

in the procurement programs of the Air Force, it must be readily 

available to procuring officials and there must be assurance that 

it is complete and current vith relationship to all changes which 

have been made in the equipment to which it pertains. Detailed 

statements of our findings in these matters are contained in the 

following sections of the report. ^ Q 
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itrol over receipt of 
Ireft t9 1?e fwiiiated 

under tha tayma of contracta 

;?59r^rr>w?-i^»j^!.kH. 

In our earlier report, which was based on an examinatibxgdicd^-

ing 1957 and 1958, we stated that there was then no assurjsoib̂  1 ^ 

the Air Force received all technical data required under the tbî ms 

of contracts. In commenting upon this finding, AMC agrebd that im­

provements were necessary to enable effective utilization of tech­

nical drawings in the logistics system. AMC also informed us o^ 

several measures which had been initiated to improve its cpntrpl 

over the receipt of technical drawings. 

We found that, as of Deceniber I960, the AMC officials whof 

vere responsible for ths Air Force Central Dravings Repository bad 

no positive means of assuring that they receive copies of all con- . 

tracts vhich require contractors to furnish technical data to the 

Air Force, nor did they have any positive means of assuring thai 

they receive all technical data vhich vas knovn to be due under 

contracts of record in the Repository. For the 1,^0 different 

spare parts vhich vere included in the Air Force portion of this 

review, we found that the Repository had complete and current data 
• . . ' . : • ; • 1... 

for 582 parts, some data which was either incomplete or noncurrent 

for 606 parts, and no data for 292 parts. 
Inadequate procedures for indexing 
and filing technical data stored in 
Air Force Central Drawings Renositorv 

We found that, as of December I960, the procedures being fpi-

loved by the Repository In processing technical data received frbm 

contractors did not accomplish timely indexing, filing, and or­

derly storage so that the data vould be readily available for use, 
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We found mimerous unprocessed shipments of data in the drav-

ing vault vhich vere stored in bins, on tables and cabinet tops, 

and on the floor. We examined the records attached to 57 such 

shipments comprising over if,500 pieces of data and found that they 

had been on hand for periods of 6 to 26 months. 

We also found that the filing facilities vere inadequate for 

orderly storage of a large quantity of data vhich had been proc^ 

eased. Thousands of these dravings in the vault vere also stored 

on table and cabinet tops and on the floor. 

Under these conditions it is almost impossible to determine 

vhat data has been received by the Repository, and, even vith ex­

tensive and time-consiiffling research, there can be no assurance 

that any particular data is complete, current, and adequate for 

procurement purposes. Of eqtial importance is the fact that these 

conditions vould necessarily result in delaying the availability 

of data which might be requested for use in procurement. 

We conclude that the Air Force has not corrected the condi­

tions which we found to exist in 1957-58, and we found little evi­

dence at the time of our review of any concerted effort which 

would be required to make adequate technical data readily avail­

able for use in the competitive procurement of replacement spare 

parts. 

Nonavailabllltv of and failure to use 
ffOfityftgtor-f\tirnlghe4 tgchnjcgi ggta 
at Air Force procurement centers 

The nine AMC Air Materiel Areas and one AMC depot are respon­

sible for all Air Force procurement of aeronautical replacement 

spare parts. During the period October 1959 to March I960, we 
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made examinations at six of these procurement centers to determine 

the extent to vhich contractor-furnished technical data vas avail­

able and used in procuring aeronautical replacement spare parts. 

We found that the procurement centers generally considered the 

contractor-furnished technical data in Air Force files to be inade­

quate for procurement purposes and that there vas no significant 

effort to use the data to obtain competition in buying replacement 

spare parts. Detailed descriptions of our findings at four of the 

procurement centers follov. 

San Antonio Air Materiel Area (SAAMA) is responsible for man­

aging more than 130,000 different items of materiel vith the great 

majority of these being components and parts of end items. At ' 

June 30, i960, SAAMA had over $189 million obligated under con­

tracts for replacement spare parts. Although SAAMA estimated in 

January I96O that it had over 1 million contractor-furnished draw­

ings in its files, only 113 of these were considered to be ade-̂  

quate for procurement p\irposes. Purchase requests for all partis 

covered by contractor-furnished drawings, other than those to 

which the 113 adequate drawings were applicable, were justified 

for negotiated procurement on the basis that there were no known 

drawings, specifications. Or purchase descriptions available for 

procurement purposes. 

Warner Robins Air Materiel Area (WRAMA) is responsible for 

managing more than 170,000 different items of materiel with the 

great majority of these being components and parts of end items; 

At June 30, i960, WRAMA had over $167 million obligated under bon-

tracts for replacement spare parts. Until January 1, i960, WEA^ 
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had practically no contract or-furnished drawings in its file||^^, 

as far as we could determine, was making little effort to uspr: S 

contractor-furnished technical data to obtain competitic^ In iitsf 

procurement of replacement spare parts. 

Dayton Air Force Depot (DAAFD) is responsible for mahagijl̂  ;; 

more than 380,000 different items of materiel with the great iia 

ity of these being components and parts of end items. At June 30 

i960, DAAFD had over $70 million obligated under contracts fbr re­

placement spare parts. We found in January i960 that DAAFD had/a 

reference library containing several thousand drawings but that ; 

these were not considered to be adequate for procurement ptirppsbis 

and, as far as we could determine, very little effort was made to 

use contractor-furnished technical data to obtain competition in 

the procurement of replacement spare parts. 

Middletown Air Materiel Area (MAAMA) is responsible for man­

aging more than 110,000 different items of materiel with the great 

ma:|6ri*!f flf tilQQQ laslm COIDPOIientg ̂ nd parts of end items. At 

June 30, i960, MAAMA had over $58 million ODllgatea under oon- , 

tracts for replacement spare parts. MAAMA has established a Pro­

curement Data Section which has the responsibility of determining 

the availability and adequacy of specifications, drawings, and , 

other technical data for use in procurement. In October i960 we 

were informed by officials of this unit that they made no review 

of replacement spare parts being procured under open contracts 

with prime contractors. These orders, which are called production 

lists, and the open contracts under which they are issued cite 

10 U.S.C. 230if(a)(l0) and ASPR 3-210.2 (xiil) or (xv) as the 
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authority for negotiated noncompetitive ̂ rbcurement, vith tlie ̂ us^ 
. • . • - • ' - . ' • ' • - • • • . • • . ' ^ c < ''" 

tification being pz>imarlly related to the noii^^ of a^-j 

quate technical data. By revleving records and through dlscusf. ; 

sions vith MAAMA personnel, ve determined tlhat it is the genera! I 

practice at MAAMA to buy replacement spare parts from the original 

manufacturer of the end item of equipment and that little effort 

is made to find or develop competitive sources of supply. 

Department of the Naw 

Our January I960 report described vhat ve believed to be seri­

ous deficiencies in the Navy's receipt, control, and use of 

contractor-furnished technical data. These included (1) lack of 

any assurance that all dravings required to be subinitted by con-

tractors are received, (2) failure to use dravings for advertised 

procurement, (3) lack of centralized control of Bureau of Ordnance 

dravings, and (k) indications of misuse by Aviation Supply Office 

of the authority to negotiate. The Navy generally accepted our 

findings and informed us of several corrective actions vhich had 

been implemented. 

With regard to the first of the above findings, ve did not 

make a detailed examination during this review. of the controls 

over receipt and storage of Navy drawings. We did, however, 

search the technical data files of the Na-̂ ^ Aviation Supply Office 

(ASO) for the drawings applicable to 126 of the spare parts in­

cluded in oTir examination. We found complete and current drawliigs 

for lOif parts and incomplete or noncurrent dravings for 22 parts; 

While working at contractors' plants we also determined, fbr a saim-

ple of l^k parts, that complete and current technical data had 
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been delivered to the Navy for 137 parts. Complete data appli- ' 

cable to the remaining 57 parts had not been delivered to the N^vy 

for a variety of reasons. Wb conclude therefore that, although 

the Navy files contained complete and current technical data lil a 

large percentage of the cases examined, there Is still a neeid t^fS^: 

improvement in the Navy procedures for controlling receipt of tech­

nical data. 

With regard to the third finding in our previous report, our 

recent reviev did not include the Bureau of Ordnance and ve have 

no basis for current comments. 

With regard to the other tvo findings in our previous report, 

ve found that little progress had been made in using the technical 

data as a basis for competitive procurement and that there contin­

ued to be many indications that Navy procurement officials vere 

misusing the authority to negotiate contracts. Detailed state­

ments of our findings In these matters are contained in the follov-

ing sections of the report. 

Failure to determine rights of 
Government to use technical data 

We foxtnd that a large quantity of the technical data fur­

nished by contractors vas inscribed with legends which stated re­

strictions on the rights of the Government to use the data. Al­

though in most instances these restrictions were inconsistent with 

the provisions of the contracts under which the data was fumished, 

the Navy did not question their validity and they became the basis 

for justifying noncompetitive procurement of "proprietary" items. 

We also found that the Navy officials who were responsible for 
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receiving, storing, and issuing the technical data did not hay^ '; 

sufficient information available to relate the dravings to the bp-

plicable contracts vhich establish the rights of the Government In 

the data. 

Indications of misuse of authoritv 
to negotiate contracts 

At the Navy Aviation Supply Office ve found that procurement 

of aeronautical replacement spare parts amounted to about $7if2 mil­

lion during the period January 1, 1959, to June 30, I960. Of this 

total, more than $705 million vorth, or 95 percent, vas procured 

under negotiated contracts, and more than $53^ million vorth, br 

75 percent of the negotiated amoxint, was bought on a sole-source 

basis without any effort to obtain competition. Our examination 

of a large number of these noncompetitive procurements indicates 

that the provisions of 10 U,S,C, 230if(a)(10) are the justification 

used by the Navy for birring over 95 percent of its replacement 

spare parts under negotiated contracts and over 75 percent of 

these parts without competition, ' 

Since our tests have shown that the Government has unre­

stricted rights to use the data related to a large number of Navy, 

aeronautical spare parts and that the Navy in fact has, or should 

have, complete and current data for most of these parts, we con­

clude that there continue to be many indications that the Navy is 

misusing its authority to negotiate or to buy sole source, as the 

case may be. In a large number of cases. 

Department of the Armv 

This initial report on conditions existing In the Army with 

regard to the receipt, control, and use of contractor-furnished 
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technical data is based on our examination at the United States; 

Amy Transportation Materiel Command (TCMAC), St. Louis, Missouri. 

Our examination at TCMAC was confined to the procurement of re­

placement spare parts for aircraft which, under Department of De­

fense policy, had been procured for the Army by either the Air 

Force or the Navy* TCMAC is currently stocking about if5,000 dif­

ferent aeronautical spare parts and its purchases of spare parts 

totaled more than $27 million during fiscal year I960. 

We found that, in general, TCMAC does not consider the 

contractor-furnished technical data in its files to be adequate 

for procurement purposes and, further, that TCMAC does not have 

any effective means of determining the rights of the Government to 

use the data for competitive buying. Our findings are described 

in the folloving sections of the report. 

Nonavailabllltv o^ and failure to use 
contractor-furnished technical data 

During our vork at TCMAC, one of our objectives vas to deter­

mine the extent to vhich adequate contractor-fumlshed technical 

data was available and used in the procurement of aeronautical re­

placement spare parts. Consistent with the procedures we followed 

at Air Force and Navy procurement centers, we selected for examina­

tion procurements of 216 replacement spare parts which TCMAC had 

purchased without competition from the manufacturers who supplied 

the original equipment. 

A list of ifS of the above 216 parts was submitted to TCMAC 

personnel with a request that they determine (1) whether complete 

data was available, (2) whether the Government had unrestricted 
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rights to use the data, and (3) whether the parts vere suitable 

for competitive procurement, assuming availability of complete 

technical data vith unrestricted rights. TCMAC personnel infojrmed 

us that it had complete data for 26 parts and incomplete or no 

data for 22 parts; that its records shoved that the Govemment had 

unrestricted rights to use the data applicable to 16 of the 

if8 parts; and that its engineers believed that if3 of the if8 parts 

vere suitable for competitive procurement, assuming ayailablllty 

of complete data and unrestricted rights. 

Folloving the completion of this part of our axamination, the 

Commanding General of TCMAC advised us that, vhlle the information 

referred to above vas undoubtedly correct, it vas susceptible of 

misunderstanding, particularly if taken out of context and used as 

a basis for general conclusions regarding the availability of an' 

adequate competitive package. He also gave us a general statement 

of TCMAC methods of operation and policies and called our atten­

tion to several factors vhich he believed to be Important in any 

consideration of the need and opportunity for competitive procure­

ment. 

He informed us in essence that (1) the Department of Defense 

has progressively decreased the amount of engineering data vhich 

the Government may request from a contractor, (2) that dravings 

and other data available in his Command are confined, for the most 

part, to those required in the operation, maintenance, and Supply 

support of aircraft, (3) that his Command has not in all cases 

maintained a current file of shop dravings, in-process dravings, ' 

work specifications, or other detailed data of like nature as to 

38 
V-! (? 



methods of manufacture, (if) that vhat the Government bought from 
\ 

! • • 

the prime contractor in regard to dravings and specifications was 

the responsibility of either the Air Force or the Navy and the 

Army baa little Information on any limitations or restrictions on 

their use, (5) that his Command is not in a position to furnish to 

a potential nev source the complete engineering data package as 

the prime contractor can do vith a subcontractor, (6) that his gen­

eral practice has been to procure from the prime contractor pecul­

iar parts of specific aircraft and engines since only prime con­

tractors can reasonably commit themselves to production of a par-

tii-mlar part on the basis pf a general statement of vhat is vented, 

and (7) that notvithstanding these conditions his Command has made 

continuing efforts to find alternate sources for items vith partic­

ular emphasis upon those parts vhich seem inordinately expensive. 

We believe the changes in DOD policy were intended to elimi­

nate requirements for engineering data which was not needed for 

Govemment purposes. We are not aware of any change vMch re­

stricts the requirement for technical data adequate for use in re-

procurement and, in fact, it is our opinion that chfiuiges during re­

cent years have been intended to more clearly define the need fbr 

complete and cxu«rent data and to unequivocally state the Govern­

ment's rights to unrestricted use of technical data applicable to 

military equipment. ' 

We have not attempted during this review to develop informa­

tion on any aspect of the military services' need for and use of 

contractor technical data in the operation, maintenance, and sup­

ply support of military equipment. We must assume that "supply 
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support" as used above excludes prOcuremeht of replacement sparb̂ ^ 

parts. Since TCMAC has assumed the respbhslblllty for procuriiî  -

its replacement spare parts, ve believe that it is essential thait 

the drawings and other data available be augmented to the extent 

necessary for procurenant purposes. 

We have been informed that in research and development con­

tracts and in production contracts requiring development it is the 

current policy of DOD to require contractors to fumish'all d<ata, 

including manufacturing dravings and specifications. We under­

stand that the unllmlted-rights-in-data clause currently pre-< 

scribed for use in defense contracts is intended to require full 

compliance vith this policy. 

We agree that the technical data vhich contractors are re­

quired to fumish and the rights of the Government to use this 

data are largely determined by the provisions of applicable con­

tracts. It is our opinion, however, that, since TCMAC has assumed 

the responsibility for procuring its own replacement spare parts 

for equipment supplied under Air Force and Navy contracts, it is 

essential that all data and rights information be readily availr 

able for use in TCMAC's procurement programs. 

During our examination at TCMAC we learned that during the 

last k months of I960 some 1,100 sole-source items of materiel 

were analyzed to determine their suitability for competitive prp-

c\irement; however, only ifO of these were determined to be appropri­

ate for future competitive buying. 

In commenting on our findings, the Army fumished us with a 

report dated June 1, 1961, on the accomplishments of "Project ^ 
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BREAKOUT" which shows a conversion to cbmpetitive prbbiii^ 

190 of 3,700 parts which vere revieved during a r6cbrt|;"pe3*ibd̂ ĵĵ  

9 months. ••''••::£W0'!:W^0''A 

During our examination we also determined that 3f<̂ :Pfr t^ 

if8 spare parts discussed earlier were applicable to 6<^pmsht il^^ 

nished to the Army \mder Air Force contracts. We fbu]l(| lAialî ^ 

Air Force Central Drawings Repository at Vft?ight-Pattersph^ Alj? îM̂^̂^ 

Force Base had complete and current technical data for each;pit;th^^ 

3^ parts and that there were no restrictions on the Goverimbirt.'s ;; 

rights to use the data. 

On the basis of our examination and of the inforinatibnf̂ Ji&>-|a;! 

nished by the Commanding General, we conclude that TCMAC dbb^-'not^^ 

have an adequate file of technical data and that it will be hbcbslî  

sary for the Air Force and the Navy to assist the Army in cbrrbcji^ 

ing this deficiency before the Army can accomplish any subbtahti:ai 

increase In the competitive procurement of aeronautical replace-^;;; 

ment spare parts. 

-J 

file:///mder


goNgWSIQNS 

We believe that the primary reason for the military services * 

practice of buying the majority of their aeronautical replacement 

spare parts noncompetitively on open contract is to be found in 

the simplicity and expediency of this method of procurement. We 

believe, however, that this form of procurement generally results 

in higher prices, fosters and subsidizes inefficient and mieconom-

ical practices in industry, and ignores or circumvents a basic pol­

icy of the Congress that all qualified suppliers shall have an 

equal opportunity to compete for the Government's business. We be­

lieve also that the maximum practicable use of competition in Gov­

ernment procurement programs is fundamentally sound and Vlll pro­

mote efficiency and economy in both Government and industry. Fur­

ther, it is our opinion that the unsatisfactory conditions of long 

duration which continued to prevail in the military services' re­

ceipt and control of contractor-furnished technical data at the 

time of our review were clearly indicative of a lack of any real ' 

interest in the use of this data to maximize competition in the 

procurement of aeronautical replacement spare parts. In the ab­

sence of a concerted and major effort by the military services to 

use the contractor-furnished technical data in their procurement 

programs, it is tinlikely that the data and related Government 

rights can ever be effectively managed, although the Government 

will continue to accumulate millions of costly drawings which are 

not considered to be adequate or usable for procurement purposes,' 

In view of the above, we proposed to the Secretary of Defense 

that: 
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1. Immediate steps be taken to reverse the current practice 
of routinely using negotiated noncompetitive contracting 
without real justification, rather than relying upon full 
and free competition to assure the Government's obtaining 
the best available products at the lowest prices; 

2. Immediate steps be taken to correct at the earliest pos­
sible date the unsatisfactory conditions which exist in 
the control over and use of technical data in the Air 
Force, Army, and Navy; 

3. Contract terms providing that the Government receive com­
plete technical data and unrestricted rights to use the 
data for all Government purposes be vigorously enforced; 

k . Regulations of the DOD be revised to provide specific pen­
alties against contractors who fail to furnish on a timely 
basis the technical data required by contracts; and 

5, Regulations of the Department of Defense be amended to pro­
hibit the use of open contracts for other than emergency 
procurement of urgently needed supplies. 

AGENCY COMMENTS 

The Assistant Secretary of Defense (Installations and Logis­

tics) in commenting on our findings advised us in a letter dated 

August 9, 1961 (appendix IV), that the Department of Defense is in 

complete agreement with the underlying premise stated in the re­

port "that the maximum practicable use of competition in Govern­

ment procurement programs is fundamentally sound and will promote 

efficiency and economy in both Government and industry." He said-

the military services recognize that they are not at present ob­

taining competition to the maximum practicable extent in the pro­

curement of aeronautical replacement spare parts and that they be­

lieve there are substantial competitive opportunities in other 

areas of military procurement that have not yet been adequately ex­

ploited. This is considered one of the major problems in defense 

spending today, and a primary goal of the Department of Defense is 
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to minimize unnecessary noncompetitive procurement wherever it oc­

curs. 

The Assistant Secretary's comments regarding our propostils >> 

are indicative of a complete understanding of the problems ihr ; i 

volved and an appreciation of the difficulties that arise in their 

solution. With regard to our first proposal, ve vere advised that, 

vhatever the situation may have been in the past, the vide range 

of programs nov In effect and the additional measures under consid­

eration by the military services to accelerate p rogress make it 

evident that the routine use of noncompetitive procurement is 

clearly not the present practice. 

The Department of Defense recognizes the unsatisfactory condi­

tions vhich exist in the control over and use of technical data as 

a basic problem and, vlthout doubt, as one of the most intricate 

and difficult problems confronting management in the logistics 

area today. Since competition is dependent upon the ability of 

the procuring activity to describe adequately the items being pro­

cured, success in obtaining, controlling, and effectively utiliz-

ing technical data is a critical factor in DOD efforts to achieve 

a major advance in competitive procurement. Until data invento­

ries can be converted into a system that promptly and effectively 

responds to procurement needs, progress will be seriously impeded. 

Since the time of earlier GAO reports on the subject in 1959 and 

i960, programs to alleviate this situation have been initiated ahd 

the results have been encouraging. However, major problems remain 

that do not lend themselves to a q\iick solution, DOD has 
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instituted a number of projects to develop the additional measures 

needed to Increase control of this area. 

With regard to our third and fourth proposals, the Assistant 

Secretary advised us that DOD fully agrees that there should be 

vigorous enforcement of contract terms regarding the Government's 

receipt of and unrestricted rights to use complete technical data 

and that there should be specific penalties against contractors 

who fail to deliver technical data on a timely basis. Appropriate 

contractual provisions and other measures are being devised to sup­

plement the procedures which are already in effect. The underly- , 

ing problem is the need for a clearer understanding with industry 

as to the rights and interests in data and for a more efficient 

means for speedily determining these respective rights and inter­

ests as between the Government and prime contractors and subcon­

tractors. The Assistant Secretary considers that DOD joint ef­

forts with industry to develop a solution to this problem are well 

advanced. 

In dealing with our last proposal, the Department of Defense 

recognizes that measures are necessary to insure against the mis­

use of open contracts. Therefore, instructions have been issued ' 

by the military services requiring that, before any part may be 

bought under an open contract, it must be separately evaluated to 

determine whether competitive procurement or procurement from 

other than the original source is practicable. To insure uniform­

ity, requirements to this effect will be incorporated in the Armed 

Services Procurement Regulation. The Department also believes 

that, in addition to its use for emergency procurements, the open 
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contract is a highly effioient Instrument for handling l8b^ge## 

bers of orders vhich necessarily nust be placed with the Same coh^ 

tractor over a period of time. 

The Assistant Saorotary stated that it is not posisihlb a|̂ ;̂̂t ĝ^̂^ 

this time to estimate vith any degree of accuracy vhat thei^i-^ >| 

mate potential is for competition in the procurement of abronaiiti|̂  

cal replacement spare paints. There are undo\ibtedly largb numliê ^̂ ^ 

of items of a noncritlcal nature that may be opened to cotiipe|>l|ljm 

vlthout the scrupulous, time-consuming, and costly evaluatibhs thair: 

are necessary for the more critical items. Taking into cohsldpraM; 

tion the problems to be dealt vith, the Department of Defense bbr-' 

lieves that a realistic target for the near future vould be thf ; ̂  

achievement of competition in the range of 30 percent of total : ^ 

dollars. 
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SCOPE OF REVIEW 

The purpose of our reviev of nonc(»npetitive procurement of 

aeronautical replacement spare parts Vithln the Department of Dbr 

fense vas to determine vhether the military services solicited com­

petition to the maximum extent practicable, and to the extent fea­

sible, to determine the effect of competition, or the lack of bpm-

petition, on prices paid by the Government. The reviev included 

an examination of selected procurement transactions at vcurious pro­

curement centers in the Air Force, Army, and Navy, and revievs 

vere also conducted at selected contractors' plants. Our field 

vork vas completed in December I960 and covered procurements made 

during 1958, 1959, and 196O. Military organizations visited during 

our reviev are listed belov. 

Air Force 

Headquarters, Air Materiel Command, Wright-Patterson Air 
Force Base. Ohio 

Middletown Air Materiel Area, Middletown, Pennsylvania 
Mobile Air Materiel Area, Mobile, Alabama 
Oklahoma City Air Materiel Area, Oklahoma City, Oklahoma 
San Antonio Air Materiel Area, San Antonio, Texas 
Warner-Robins Air Materiel Area, Macon, Georgia 
Dayton Air Force Depot, Dayton. Ohio 
Boston Air Procurement District, Boston, Massachusetts ' 
Cleveland Air Procurement District, Clevelamd, Ohio 
Dayton Air Procurement District, Wright-Patterson Air Force 
Base, Ohio 

Selected Air Force Plant Representative Offices 

Army 

Transportation Materiel Command, St. Louis, Missouri 

Naw 

Bureau of Naval Weapons, Washington, D.C, 
Aviation Supply Office, Philadelphia, Pennsylvania 
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1560-546-4373 
1560-345-2938 
1560-306-4402 
1560-601-2485 
1560-313-0514 
1560-032-4521 
1560-032-4622 
1560-313-0471 
5306-474-4020 
5306-474-4024 
5306-474-4030 

3 4 3 9 - 5 2 8 ^ 2 
2915-037-fiSll 
1630-397-1474 
1620-397-1476 
1560-ol4-2053 
6105-328-0083 
0105-328-0083 
1650-622-0253 
1650-622-0258 
1650-622-0260 
1650-622-0282 
1650-622-0291 

Quantity 
p r o e u f d 

85.000 J 
5.000 

27.370 
1.699 

190 
190 

30 
190 

U 
14 
1» 
12 
IS 
12 
18 
12 
12 
IS 
M 
U a 

400 
45.000 

5.000 
30.000 
25.000 
3.934 
2.629 

175.000 
50 
50 

742 
784 

85 
200 
339 
700 

50 
35 

T3.550 
25,750 
85.680 
69.623 
14.400 l b s . 

5.298 
115 
800 

^ 294 
16.700 
87.832 

325 
U 4 
468 

2S 
136 

F r t c t c 
Bait 

0 .44 
35.21 

.49 
43 .19 
T1.05 
00.70 

•58.30 
60.70 

875.47 
. W5.47 

83S.68 
238.63 
306.00 
306.08 
$ . 7 2 
807.72 
836.74 
838.74 
318.80 
$ 8 . 8 0 f9.e 

69.85 

" : ^ 
8.12 
:i 

156.45 
173.49 

.07 
831.66 
836.. S4 

13.10 
11.29 
27.41 
26.76 
68.83 
11.84 
31.75 
57.46 

898.86 
93.88 
93.88 

100.56 
.88 

1.17 
. 40 
.41 

8.49 
.70 

3 5 . ^ 
35.88 

U 9 . 7 4 
874.43 
70.30 

3.493.83 
3 n . 5 5 

U.O0O.O0 
186.050.00 
u.4u.ap 
n . 379.6 
13.499.50 
11,533.00 
13.5«9.00 

mM 
8,791.40 
8.T91.40 
3.678.90 
3,672.90 
3,458.59 
3 , ^ 8 . 5 9 
8,864.93 
8 ; 6 6 k . g 
4 ,370 .@ 
3.434.88 
4,916.74 
4 ,431.99 
4,68S.W 

84,750.00 
10,600.00 

6,900.00 
6.500.00 

615,490.56 
456,105.21 

18,250.00 
U,S83.ao 
11,812.00 
9,720.80 
6,173.96 
8,329.85 
5,358.00 

30,113.37 
7 , 8 ^ . 0 0 
3,966.75 
5,056.4| 

47,736.18 
5,W6.8ll 
4,691.00 
3 . 0 9 . 6 0 

16,l81..00 
30,187.50 
10,846.00 
2 B , | « | . 4 3 
3 5 , « 6 . 0 0 

3 , 6 n . 6 k 

il'sselss 
l l , S M . O i 

569.176.00 
981,918.96 

3 8 , m s . 9 0 
31,885.02 
32,478.60 
97.810.44 
51,346.80 

fInlMfitWMiter n r l e . 
Thif m a — 

J?-W • 9,177.50 
* * S 105,«0.00 

^ i:§S:iS 
3 S > S 10,090.00 
» . « 3.150.00 
8S9.W 3,190.00 
190.00 8 : ^ 0 0 
I90 .W 2,860.00 
890.00 3,000.00 
290.00 3,000.00 
^.00 2,aao.oo 
2 9 . 0 0 2,680.00 
199.00 8,340.00 
199.00 8,3M.OO 
359.00 3 , ^ . 0 0 

5a.5o 4,015.76 
5D.S6 ia,9.» 

. 4e 20,700.00 
1.79 6 ,950.00 

.18 5 ,400.00 

. » 5 ,500.00 
l ^ - S ? a 9 , 3 6 8 . 4 8 
146.54 3 ^ . 2 4 3 . 1 4 

.04 7 ,000.00 
208.50 10,12S.C0 
206.50 10,325.00 

U . 4 5 »»''?5-Sg 
9.W 7,1*5.88 

2 3 . 9 B 2,C05.6o 
7 7 . e 8 | . « . 3 5 

9.68 6,877.04 
87.75 3,466.75 
50.83 4,420.24 

2S6.00 41,726.00 
88.<a 5,084.62 
88.01 4,100.50 
79.91 8,79o.B5 

.16 18.135.75 

.88 88.660.00 

.39 T,609.1» 

.31 81.443.68 
1 . S 261,769.60 
.56 2>li | -S0 

81.65 9 , ^ 7 5 

S.75 U . 5 5 0 . 0 0 

•50 «J»ZS'S 
16.69 8T8.7Z3.00 
iS :^ 46*,S1«.08 
78.67 ?5»2S*?? 

163.04 »'f!l-*» 
a.6« a,638.4i 

t.341.8e S ' ^ - ? l ' 
243.86 33,066.18 

<M̂ mc In prtc price 
jsam. 

0.07 
4.80 

.10 

iL'S 
15 .76 

U 7 . | 0 
19 .76 
50.47 
90.47 

4 t . . S 
9».oe 
56.06 
5S.T8 
3e.78 
43.74 
43.74 
57.80 
57.80 
18 .09 
IS .09 

8.11 
. 09 
.33 
. 05 
.04 

8«.43 
26.95 

89 .16 
89.7» 

l . t 5 
1.42 
3 . ^ 

iilie 
1.42 
4 . 0 0 

u.ai 
11.81 
80 .65 

.06 

. 8 9 
.10 
.10 

:S 
2&:Si 
12.95 
18.59 
16.59 
40.87 
91 .39 
83.46 

1,151.41 
134.87 

1 ,888 .50 
a,ooo.oo 
8,737.00 

13,835.81 
3,«9T.?0 
8 ,994 .40 
3.3I9.OD 
8 ,994 .40 

700 .68 
706.62 
£11.40 
511 .40 
672-90 
678 .90 
632 .59 
638.59 
524,J* 
58».J3 
S o o . : * 
-:2?,28 
joo.se 
:12 .15 
6 . 5 . 8 4 

4 ,050 .00 
1 ,050 .00 
1 ,500 .00 
1 ,000.00 

.96 .122 .08 
70 ,562 .07 

5 .850 .00 
i,4sa,oo 
1,467.00 
1 ,824.30 
1 ,026 .08 

893.85 
674 .30 

3 ,790 .08 
991 .96 
500.00 
636.24 

6 ,008 .18 
738.88 
550.50 
788 .75 

4 ,045 .85 
2 l 6 ^ ! » 
7 ,101 .55 
9,086..>O 

716.14 
4,338.eO 
5,338.85 
3,80e.O4 

310.453.00 
517,390.68 

13 ,25» .20 
10 ,413 .58 
10 ,840.19 
38,839.41 
18,860 .68 

2 
8 
8 
8 
1 
2 
1 
8 
4 
8 
8 
« 
2 
4 
1 
3 
4 
1 
2 

8 
1 
1 
8 
8 
8 
8 
8 

L' L 
1 ^ 

t6 
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ntfARTMSIT or IBB AIB KRCB (continued) 

RDRcnoBTixnni yimcuHBian OF SFABB FARIS 

OOHFUISUr MHaFACnmRD Bt SOBCnRBACms (ceot ta iM) 

part nan, 

tl. Turbine wbeel shroud assembly 
02. dear 
t l . Helical gear 
64: Oil tank asaeBbly 
65. cooling s i r Inlet oanlfold 
66. spring 
67. Insulator 
66. Spidsr 

^>tal, Air Force 

CJI 

-69. 
70. 
71. 
72. 
75. 
74. 

75. 
7 t . 
77. 
78. 

^: 
81. 

t 
l§ : 
69. 
90. 
91. 
92. 
93. 
94. 
95. 
9c. 

U: 
99. 

100. 
101. 

02. 
03. 
04. 
05. 
Ou. 
07. 
08. 
09. 
10. 
11. 
12. 
13. 
.14. 
15. 
16. 

li. 
U 9 . 

tSFAKKBHr OF IVB Ann 

Cage 
carburetor, a ir teap ,iage garvln 
Duct 
Motor aasaobly 
N.irfier assenCly 
ArroH asaeably 
Airplane ooorlng 
ADChor 
Rod, airplane B.o6nng anchor 
Bye aeseably 
Propeller 
Propeller asseably 
Screw Jack asseably 
Exhaust oanlfold tube 
Mooring k i t 
Quadrant 

Clutch 

anlveraal Joint k i t 
. do. 

Tnnaolsslon 

Blade asseably 
Gear box asseably 

do. 
Fuel c e l l 

do. 
Searing 

Manifold 
a 

Bearing 
Fin, M/K binds 

do. 
Container, reusable 

do. 
Bearing 
ce l l aaseably 

do. 
Aapl l f l . r 
Bridge 
Relay 
DynsBotor 
Section asseably 

do. 
do. 

Blng gear 
Bearing 

Federal stock 
nuaber 

1650-622-0270 
1650-622-0272 
1650-622-0281 
1650-623-6390 
1650-629-2959 
6115-691-9061 
5970-244-0426 
1680-395-7088 

Quantity 
procured 

100 
191 
462 

84 
128 

1.244 
1.300 

64 

Prlee t o 
• Dnlt 

» 301.45 
132.52 

59.11 
1,164.05 

413.11 
1.81 
1 .43 

108.61 

U.S. Govenaaent 
' ToUl 

* 30.145.00 
25.311.32 
87.308.82 
97,780.20 
52,678.08 
1,505.84 
1,659.00 
6.567.04 

'eminent Subcontmetor price a i f r . r e n e > - l n p r l c 
Total' ttidt t o t a l BMC lfot .1 

» 11 

6610-604-0146 
6620-674-2785 
1560-673-2085 
2925-691-5670 

.,1560.301.a397 

1730-492-3016 
1730-492-3017 
1730-492-3018 
1610-240-0835 
1610-517-0199 

1560-217-6838 
1730-097-5395 
2995-679-4123 
2995-679-4124 
1560.628-5354 
1560-528-5354 
1560-628-5354 
1560-653-3395 

. 1560-653-3395 
1560-691-4463 
1560-691-4463 
1560-675-3300 
156O-675-330O 
1560-654-6952 
1560-653-5895 
1560-653-5895 
1560-035-1340 
1560-035-1340 
3110-540-5333 
3110-540-5333 
15O0-609-7953 

1500-656-6848 
1560-656-6848 
8115-670-2985 
8115-634-7327 
3110^20-2792 
1560-028-1015 
1560-028-1020 
6680-575-1127 
6680-341J1928 
5821-321-0242 

Nuober not available 
2990-025-6167 
2990-085-6169 

89 
150 

l , l 4 l 
138 
110 

19.635 
4,821 
5,622 

20 
17 

101 
550 
324 

41 
47 
53 

135 
67 

1,404 
1 
8 

30 

§ 
1 

221 

't 
565 
300 
25 
35 

282 
214 
i ia 

83 
3 o • 

253 
18 
24 
44 
44 
66 

î  
'i 26 

87 
100 

94.45 
41.85 

i§:i 
1.25 
1.91 
2.51 

198.59 
6M.53 

1:1? 106.09 
100.24 

. 110.26 
313.93 
887.99 
319.23 

55.98 
53.96 

6 .351.00 
5,946.75 
1,198.82 

i:Sli:l? 
375.44 
373.81 
338.85 

2 l ! l 5 
28.57 
91 .6? 
94.74 

M 17 .60 
536.90 
356.36 

98.18 
315.78 
3OT.02 
160.34 

93.79 
96.27 
93.26 
58.84 
59.89 

ig:5l 
36.54 
59.89 

3.852.503.54 

8,406.05 
6,277.50 
1.091.95 

t:fe?i 
1:̂ I:S 
14,103.42 
3,971.94 

11.790.03 
9.786.82 
4.843.35 

34.373-32 
4.109.74 
5.182.38 

16,638.18 
38.879.08 
21,388.41 7l:?25:2l 
6,351.00 

47.574.00 
1,964.60 
1,042^39 

492.60 
» 375.44 
62,612.01 

6,324.09 

x.m.w 
11,949.65 
8,569.74 
8,292.25 
3.315.60 
3,322.56 
3.312.72 
2,077.54 

12,346.70 
1 2 , ^ . 9 6 
23 .321 . : i 
^ ^ : ^ 
7,054.8c 
4,126.92 
6,546.10 

4.226.90 
7.944.36 
3,514.92 
3,675.42 
3,352.67 
5,926.63 

35,964.60 
48.042.39 

111.492.60 

46 

267.67 
.33 

68:Z& 

70.50 
31.00 

29:46 
30.03 

1.00 

8:00 
159.58 
557.27 
77-63 
7-05 

g:SS 
86.00 

137.50 
129.00 
121.00 

31.74 

3.5S:« 

' ! - « 
875-91 

1,042-90 
810.10 
210.00 
193.00 
193.00 
10.29 

52.98 
57.00 
6.01 
8.8T 
8 .68 

455.00 
308.60 
63.07 

a6.oo 
210.00 
107-76 

63.04 
61.70 
68.68 

M:g 
37.50 
95.00 
25,89 
39.85 

* I9 .945.e7 
16.852.99 

^:^:S 
34,261.45 

410.58 

. >.r8:?°2 
2.54g.779.38 

6.874.50 

4.065.48 
3,303.30 

19.635.00 
7 .M0,62 

11.244.00 
3,191.60 
9.473.59 
7 ,840.63 
3 . 8 n . 5 0 

87,540.00 
3,880.00 

?:y?:?2 
17,415.00 
6,107.00 
8,253.54 

4 3 , ^ . 6 7 
J.568.00 
« . 5 4 3 . a o 
20,166.90 
26,905.03 
68,574,00 

210.10 
46.410.00 

3,667.00 

5 . | l | : 9 0 
2.6*6.00 
1, :23.00 
1,995.00 

»s 
1 . 0 ^ . 5 8 

10*893:60 
15 ,M6.71 

8,598.00 

5:i:S 
S:Si:g 
l:iJS:Sg 
5 , ^ . 9 0 
8,470;00 
8 . K 2 . 4 3 
3,965.00 

gf"iWr 

^2:i 
19.81 

mux 
34:!! 

.28 

. 8 5 

. 3 9 

80124 

176.43 

'M 
22.71 

li 
6.61 

53-76 

5:S 

13 
l S - 6 5 

8 . 4 5 8 . 3 3 
9 . 1 5 2 . ^ 

§:^:g 

. 302 .784 .16 

2 .131-55 

^ • ^ 3 : f 3 '̂̂ :a 

''?g:S 

'•il 
iii 
g:̂ :?g 
S:^:ll 
_ 165.34 
36,802-01 

6 .134:99 

'•|§:'^ 

P 
2:313:36 

1 .353.16 
i , n s - 2 7 
1,3B6.90 
2.S04-4e 
1 ,152.48 
1 ,205.42 
l^UiO-44 
l i943^63 

8 
2 
8 
8 
8 
3 
8 
3 

'2-
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WOWOOWMITiVK raOCDREHBNT OF SFAIB FARIS 

COHFISTBS HAHOFACnilXD B7 SOBCOIIXRACTOIB ( c o a t l n u e d ) 

DEFAinMENT OF TUB ARIfy ( c o n t i n u e d ) 

120. St rut aaseablj 
121. Spacer 
122. Boot asseably 
123. Flange 
124. Bolt 

125. 
12o. 
127. 
128. 
1?5. 
130. 
131. 
132. 
133. 
13t. 
135. 
130. 
137. 
13b. 
135. 
litO. 
141. 
112. 
1''3. 

.144. 
145. 
14c. 
1'47. 
146. 
149. 
150. 
151. 
152. 
153. 
IS"-. 
155. 
I X . 
157. 
156. 
159. 
loO. 
l o l . 
102. 
io3 . 
lo4. 
l o5 . 
Ib6. 
l o7 . 
lof i . 
lo9 . 
170. 
171. 
172. 
173. 
174. 
175. 

Total, Any 

BBiiasmn OF ms MAVY 

Seals 
Bearings 
SuBnlngs• 
Puel strainer 
Clsap 
Fjel s t r a i n e r 
Bearing 
Adapter 
Piange 
piston r ings 
Busnlngs 
Ring 
End bar 
Bushing 
Flange 
Bearings 
B-shln.; 
Guide .exchange ^alvc 
Oaslcet 
Bolt 
c i : p 
B-shlng, na^. d r ive shaft 
Snap rln<; 
Bolt , scceBSory drive pad nut 
TJbj^ar r i v e t 
Bolt , hex-head, d r i l l e d 
washer 
Casket, rocker box co /e r 
cyl inder asseably 
Vane, turbine 
Blade asseably 
Calde 
fcasner 

Bearing, flanged 
Blade, coapressor 
Probe weld 
Bearing, flanged 
Bousing 
Seal 

Bearing 

Upper plate asseably 
i.OHer p l a t e asseably 
Uick, coabuetion chaaber fuel nozxle 
Bolt 
Cotter pins 
B.:shlng 
Searing housing 

Federal stock 
number 

1620-326-6118 
1560-508-2876 
1560f522-8905 
1560^8 -7981 
53O6'-579-039B 

5330-347-6942 
3110-618-2282 
2810-376-3135 
2810-613-9608 
2810-620-1249 
2945-605-8293 
3110-540-8486 
2610-6O0-6965 
2810-508-7029 
2810-118-6979 
2810-343-3858 
2810-333-4353 
2810-704-9791 
2810-651-7452 
2810-023-6288 
2810-062-2503 
2310-440-7615 
2810-O28-..J-1 
2840-634-8238 
5506-038-2812 
28lO-'.79-210ii 
2310-443-0683 
5340-531-8036 
530o-522->i.8o 
5320-D80-2382 
530b-551-35o5 
5310-330-2841 
2810-118-7690 
2840-322-1488 
2S140-39O-5394 
23J;O-5S9-O731 
2340-54C-2901 
2aM0-c52-3777 
281.0-C52-3778 
2S40-O22-2646 
28MO-O59-7892 
2840-o04Jt427 
2810-439-9704 
2310-215-9912 
2S«0-39o-4575 
2S»0-031-6350 
3110-^29-4108 
3110-027-7825 
3110-026-9419 
15-JO-624-317J1 
15=0-624-3175 
.2840-441-0159 
5306-688-1953 
5315-576-9784 
2840-703-9101 
3110-5864301 

CaotTBctor 
Quantity 
procured 

72 
221 
419 

70 
48 

500 
2,000 
1,422 . 
1.246 
7,875 
1,166 

904 
643 

4,804 
163,815 

2,180 
34,400 
20.343 
11,070 

4,323 
652 

5,640 
55,741 

134,250 
76,550 

9,436 
3,500 

32,250 
26,700 
38,485 

2,000,000 
2,714,670 

927 
13.895 

852 
891 

1,010 
1.059 

29.500 
1.607 
6,000 
1.595 
1,840 
4,009 
6,973 

940 
1,684 
1.318 

622 
621 

131,861 
7,075 

216,663 
5468 

643 

Frlce to O.S. 
Onlt 

t 411.73 « 
29.46 

6.74 
126.47 

52.51 

-

28.05 
9 .93 

31.50 
41.11 
7 .29 

44.93 
80.09 

1:11 
27: S 

5.01 
.65 

6.31 
7 .22 

13.63 
19.03 

5.10 
.19 
.39 
.05 

2 .25 
4.17 
1.29 

.12 

. 3 " 

.01 

.19 
103.00 

20.47 
59.61 

103.28 
35.33 
38.61 

.60 
27.85 
21.06 
20.34 
62.31 
51.11 
10.87 

207.64 
153,45 

60.74 
553.46 
663.54 

.30 
5.50 

.13 
3.80 

177.89 

Oowemaent 

29,644.20 
6.509.56 
2,622.41 
8,853.16 
2.520.66 

840,421,9? 

14,025.00 
19,860.00 
44,793.00 
51.223.06 
57,40S.75 
52,388.38 
72,401.36 
56,750.76 
47,367.44 

150,709.80 
17,567.04 
10.921.80 
22.360,00 

128,364,33 
79,925.40 
58,930.74 
12,407.56 
28,764.00 
10.590.79 
52,951.83 

3.961.27 
21,257.98 
14,596.70 
41,500.00 
3,204.00 

13,084.90 
23,256.79 

509,800.80 
95,481.00 

264,430.65 
50,787.72 92.022.48 
35,683.30 
41,099.79 
17,706.00 
44,754.95 

126,360.69 
32,437.25 

114,550.40 
207,951.71 

75,796.51 
195,181.60. 
266,829.80 

80,055.32 
344.252.12 
412.053.34 

39,558.30 
38.912.50 
26.166.19 
20,778.40 

114,383.27 

Subcontnetor o n c e 
Unit 

* 276.75 J» 
19.80 
. 5 . 5 0 
85.00 
35-30 

11.31 
6 .43 

16.95 
22.81 

2.79 
^'P^ 58.61 
35.00 

5.41 
. • • ' ' * 

16.15 
2.135 

.395 
:;.6o 
5.38 

10.01 
11.15 

3.68 
.059 
.153 
.044 
.69 

2.009 
.282 
.082 
.29 
.00484 
.11 

73.46 
13.25 
39.00 
77 .93 
22.13 
26.34 

0.46 
18.95 
14.91 
11.25 
44.95 
22.30 

8.20 
139.56 
106.49 

40.81 

446:oo 
.0144 
.901 
.006 

1-37 
81.45 
61.44 

^ t a l 

19.926.00 
4.375.80 
2.304,50 
5,950.00 
1.694.40 

520,J77.C7 

5,655.00 
12,660.00 
^•i°2-S9 28,421.26 
21.971.25 
34.175.46 
52,983.44 
29.505.00 
25.969.64 

114.670.00 
10.190.65 

4 ,654.00 
13.588.00 
93,577.80 
59,556.60 
43,273.23 

7,269.80 
20.755.20 

3 ,288 .72 
20.540.25 

3.368.20 
6.510.84 
7,031.50 
9,094.50 
2,169.40 

11,160.65 
9,680.00 

298,613.70 
68,097.42 

184,108.75 
33,228.00 
69.435.63 
22,351.30 
27,694.06 
14.160.00 
30.452.65 
89.460.00 
17,943.75 
62,70S.OO 

''^'.^l:^ 
131,186.40 
179.329.16 

53.787.58 
231.364.00 
276.966.00 

1,698.80 
6,374.58 
1,299.98 
7 ,491.16 

52.369.13 

wrf.renee In Drte. ' m^,^..' 
Utalt 

* 134.98 » 

1:24 
41.47 
17-21 

• -

16.74 
3 .50 

14.55 
18.30 

4 .50 
15 .62 
21.48 

Hin 
. 22 

U . 6 9 
2.875 

.255 

i:S 
3 .62 
7 .88 
1.42 

.131 

.237 

.006 
1.56 
2.161 
1.008 

.038 
.05 
.00516 
.08 

29.54 
7 .22 

20.61 
PZ,35 
13.20 
12.47 

. 1 2 
6 .90 
6.15 
9 .09 

28.fi 
2.67 

68.08 
51.96 

xU'M 
217.54 

.2856 

"llU 
_?"*3 

il:*4tl 

-Tblal ar 

9.716.20 
2 ,133.76 

517.91 

*-2§:y 
320.04*.B8 

8 .370 .00 
7 ,000 .00 

20 ,690.10 
22^601-60 
35 ,437.50 
18 ,212 .92 
19 .417 .92 

S:I??:K 
35,039.80 

6:267:80 
6;772-0O 

3*'Tk-53 20.368.8O 
15,657-51 

i:m^ 
7.302.01 

32,411.58 
593-07 

14,747-14 
7 .565.20 

32 .405.50 
1 ,014.60 
1 ,924.25 

13 .576.79 
211.167.10 

27 ,383.58 
100.321.90 

17 ,559 .72 
22 .586.85 
13 .322.00 
13 .205 .73 

3 ,540 .00 
14 .302 .30 
36 ,900.69 
14.493-50 
31 ,942 .40 
73.467.73^ 
I 8 . 6 i r . 9 i 
63.995-20 
87 .500 .64 
26,267-74 

112 .868 .12 
135,092.34 

37,659.50 

26.666.21 
13,287-24 

6 2 . 0 1 4 . l 4 

•uppiy 

2 
4 
3 
3 
3 

2 
1 
3 
1 
3 
1 . 
2 
3 
3 
3 
3 
2 
3 
2 
2 
4 
3 
2 

i 
4 
2 
2 
3 
3 
4 
4 
6 
2 
2 
2 
4 
4 
4 
2 
2 
4 
2 
2 
4 
2 
2 
2 
2 
S 
6 
1 > 
3 ^ 
2 ^ 

U 

' ^ e p r t « contmctor provldad the subcontnetor with »43.745.2e worth of - a t e r t . 1 . Cost to prlae e o n t , . e t o r was »134.4e3.98, ' r r ^ ' n ' « i r tap - « m 467 73 

I!i: ? 5 e 5 V r t V S ; « n t ! J e ' S S ? J ? 5 c t s ? *"* ' ^ " ' " ^ ^^5 a r , subject to adju.taent , upwanl or downward. In .ccordane. a l th t h . f i™a s e t U e a e n t p r o v i s i o n , of 
X 
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HOMCONFBTITIVX FliOCiniENBMT OP SFABB t U O S 

COHFUIXU NAHDPACTOBKD BI SaBOOMTMCIDRS ( c o n t i n u e d ) 

OSFAROaaiT OF THS NAVT ( c o n t l n u s d ) 

1 7 6 . 
177 . 
1 7 8 . 

ife?: 

183. 
l84 . 

lU: 
189. 
190. 
191. 
192. 
193. 

Part naae 

Retaining nut 
Bolts 
Locking ring 
Sealed wsldaanta 
Spring 
Screw 
Seal, bearing 
Bolt 
Searing, seal 

do. 
Lead asseably 
Bearing, boll 
Bolt 

Nozzle asseably 
Fuel nozzle-assbably 
Keys 
Claap asseably 

Total, Navy 

TOTAL ALL 3SRVICBS 

F e d e m atock 
nuaber 

2840-691-6049 
2840-659-4185 
2915-632-6288 
2840-659-4190 
2840-612-1732 
5305-2O6-9498 
2840-321-2961 
5306-776-2245 
2840-703-4549 
2840-703-4548 
2840-553-1762 
3110-678-6413 
5306-650-3461 
5306-616-2814 
2915-632-6443 
2915-632-0144 
5315-700-5651 
2840-535-2087 

Quantity 
procured 

9.889 
10,677 
10,635 

91 
232,500 

27,763 
359 

46,210 
384 
250 

1,226 

10,367 
69,121 

146 
153 

1,866 
299 

Frlce t e 
Bnlt ' 

1 4.01 

M? 
468.39 

.11 

.82 
53.74 

.45 
42.77 
44.91 
18.74 

130.60 \v, 
150.99 
227.74 

5.58 
100.07 

U.S. Covemaent 
Total 

» 39,654.89 
bl.1.21.95 
19,887.45 
42,623.49 
25,575.00 
22,765.66 
19,292.66 
20,794.50 
16,423.60 
11,227.50 
22,975.24 
4,309.80 

14,230.19 
29,722.03 
22,044.54 
34,844.22 
10,412.28 

- 2?.?20.93 

4,823.531.70 

*9.516.457.10 

Subcontractor price 
Unit 

1 1.09 

''M, 
207.50 

.011 

.116 
23.89 

.1735 

18.85 
8.25 

58.79 
.49 

.^•°9 66.50 
94.00 

4i:ll 

Total 

% 10,779.01 
20,620.15 
8,513.00 

16,882.50 
2,607.00 
3,220.51 
8.577.73 
6.017.44 
6.666.48 
4,712.41 

10.114.50 
1.940.07 
5.055.73 
6,450.01 
9,709.00 

l4 .382 .00 
3,538.70 

i?i3?9-32 

2 ,90? ,7U.48 

»?*?r5i«7-?3 

Contzaetcr 
u r f . r a n c e i n n n e a aciuree. 

Snl t 

* 2 .92 
3 .40 
1.07 

260.89 
.099 

29:85 
.2765 

25.41 
26.06 
10.49 
71.81 

.88 
0 . - 3 * 
34.49 

133.74 
3 .63 

55.39 

S o U I •• 

1 28,875.88 
36,301-80 
11,374.45 
23,740.99 
22.968.00 
19,545.15 
10.714.93 
12 . 777.05 

9 .757.12 

A'M-^. 
2:359.73 
9,174.46 

23,272-02 
12,335.54 
20 ,462.22 

6 ,773.53 
16,561.61 

1 ,917 ,820.22 

of supply 

2 
4 
1 
3 
3 
5 
3 
0 
3 
3 
2 
2 
2 
6 
1 
1 
1 
1 

The prices for I teas 176 through 193 are subject to adjuatoent, iqrward or donmord. In aeeordance with t h . f l n . 1 aett laaent provlalons of t b . f l z . d - p r l G . Ineent iv . contxae t s . 



APPENDIX II 

NONCOMPSIITIVE PROCUREMENT OF SPARE PARTS 

PARTIALLY OR COMPLETELY MANUFACTURED BY SOLE-SOURCE CONTRACTORS 

DEPABTMGNT OP THE AIR FORCE 

1. Plug 
2. Nut 
?. Ring 
h. Flat washer 
5. Lock 
6. Stop assembly solenoid 
7. Bolt 
8. Screw 
9. Electrioal oonnector assembly 
10, do. 
11, Pump assembly 
12. Tube 
13. Segment ring assembly 
ik. do. 
15. do. 
16. do. 
17. Cushion assembly 
18. Segment ring assembly 
19. do, 
20. Cartridge assembly 
21. do. 
22. Tube 
23. Cushion assembly 
2W. do. 
25. Adapter 
26. Support assembly 
27. Linkage " 
2&. " " 
29. Cowl " 
Jo. Fitting 
31. " 
32. Curtain assembly 
33. Valve " 
i h . Lover 
35. Boot assembly 
56. Stub " 
37. " " 
38! Mast " 
39. Cable " 
w . Thermostatic swltoh 
m . do. 
W2. Air duct hose 
43. dc. 
W4. Frequency meter 
h^. Generator and cup asBembly 
46. Indicator 
47. Magnet assembly 
w . Sector " 
49• Solenoid fuel valve asaombly 
50. Mixing section 
51. Pane 
52. Window assembly 
53. Throat 
54. Ring dlffuser 
55- Flange 
5 6 . •< 
57. coupling half' 

58. do. 

T o t n l , A ir Force 

OlilPARTMENT OF TltE ARMY 

59. Mount assembly 
60. Elevator asseably 
61. Decul set 

Federal stocK 

msitsx. 
4730-203-072 
1610-67J"80§2 
5310-286-3103 
1610-506-7689 
1610-586-8852 
1610-507-2862 
5305-31*9-7666 
16lO-566-2«t86 
1610-566-2W7 
1610-536-8266 
1610-30»t-5lW 
1560-123-2«t23 
1560-li;3-2»t23 
1560-123-24-31 
1560-123-2432 
1680-397-0609 
1560-123-2424 
1560-123-2424 
1560-0'f 1-4290 
1560-041-4290 
4710-032-5619 
1560-122-9762 
1680-388-8419 
1560-180-9437 
1560-196-3885 
1560-600-2405 
1560-600-2406 
1560-320-6774 
2915-215-0859 
1560-560-5167 
1560-673-8612 
1650-570-7114 
I620-628-2983 
1560-560-5246 
l560-092-5'<47 
1560-092-5448 
5826-557-4394 
1560-307-3402 
5930-296-5770 
5930-296-5769 
4720-606-9548 
4720-708-0407 
6625-481-0693 
6680-671-4866 
6610-515-6180 
6(120-708-2688 
2956-303-2981 
4820-032-8120 
1560-040-9666 
l'J60-198-7097 
1560-097-4557 
2915-211-5024 
2915-037-9986 
2915-627-4773 
2015-627-4773 
4730-541-1332 
4730-541-1334 

1560-566-5080 
1560-6/3-2087 
7690-591-0678 

(Quantity 
Br.9CMrod 

3,000 

4 , 0 4 0 
143,300 

700 
740 
800 

3 ,010 
4 160 
6 ,220 

200 
10,400 

267 
260 
275 
112 
417 
328 
202 

1,^55 
1,112 

372 
971 
162 
200 
450 
121 
640 
368 
200 

90 
10 

% 
20 
97 

250 
4 ,000 
4 ,000 

450 
9,400 
3,401 

310 
300 

2,856 
1,440 
3 ,200 

100 
90 
30 

11,424 
14,724 

5,887 
33,589 
3,900 
5,900 

32 
21 

143 

':8I 
14.17 
97 .89 
21 .07 

6 .41 
8.90 
9. , 

131.41 
7.72 

45 .88 
4 6 . 8 5 
51.70 
75.15 
24 .90 
59.40 
61 .35 
1 0 . 5 0 
11 .40 

ii:ir 
24.30 

9.20 
26 .03 
16 .90 
16 .74 

148.05 
14.03 
13.86 
43.48 

374 .19 
562.72 

13.93 

40 .21 
45 .30 
12 .77 
10.81 
77.4.'? 
40.2C 

178.29 
210.34 

85 .75 
10.79 
4.63 

10.27 
332 .87 

40 .74 
185.06 

2.93 
2.65 

15.01 
14.39 
29.75 
30 .85 

181.25 
309.80 

46 .35 

Prlc? 

14,22(J.0U 
JJ,]92,8t> 
20,4U2.UU 
11,4 . .4 ,00 

9 ,919 .00 
72 , l | 4 l . 8o 
l«i,85<>.00 
19 ,29 ' i . io 
37 ,024 .00 
1*0,: 39.80 
26,29f».00 
80,288.00 
12,21.0.30 
12 ,181 .00 
14 ,237 .50 

8 ,416 .80 
10 ,383 .30 
19 48ti.f.5 
12 ,393.35 
15,271.3:^ 
12 ,676 .80 
13 ,342.75 
8 ,110 .60 
9 039 .60 
6,933.20 
4 215.62 
3,379.28 
7,531.83 

17,913.'^7 
6 979.20 
5 ,100 ,48 
8,696.00 

33,676.70 
5;827.20 
8 874.34 

18,645.00 
7 ,370 .20 
3 , 9 0 0 . 3 7 

11 ,325.00 
51 ,080 .00 

606,'j64.29 
65 ,205 .40 
25 ,725 .00 
30,827.6't 

6 ,667 .20 
32 ,864 .00 

38 

33,472.32 
39 ,018.60 
88 363.87 

483,3»«5.71 
116,025.00 
t 8 a . o i 5 . u o 

2.9V/.V']g.29 

5 ,800.00 
6 ,505 .80 
6 ,628 .05 

53 
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APPENDiXfti^ 

•ORCOMPRZTIVB PROCUREMENT OF SPARE PARTS 

FAIITXAILY OR CONPLRILY MANUPACTURBD BY SOLK BOURCB CONTRACTORS (centlnusd) 

OBPARXNBNT OF THI ARMY (e«atlinM«) 

, Dooal sot 
, Hetor a t s n M y 
, BUok » 

Drive " 
, Ouot •• 
, SaracM uiMbly 
, AttfMnt«r aasmbly 

B«m« 0 
I Sprint 
Pwt«l MSMibly 
LoaftAf •priag 
Sprlnc 
Rear vindohlold Mseably 
Lof t-h«nd eowl •••••bljr 
Soat asaoably 
Hose " 
Air box aaseably 
Juaper 
Pane 
Section aaseably 
Pedal 
Covor asaeably 
Shroud asseably 
Link " 
Shaft » 
Door " 
Fitting 
Cover asBOBbly 
Hose •• 

Total, Aray 

TOTAL, AIR PORCB ARD ARMY 

Federal stook 
numbop 

?690-591-0678 105-533-0100 
1960-606-7748 
1560-025-5079 
_.,; :28-39M 
l6i0-024.4163 
2995-62C 

1560-524-2122 
1560-57>*-56lO 
1560-257-074A 

•2397 
—11 

1560-169-1181 
16-8 

1560-186-89 
•291 

1560-53i 
1560-323 

1^0-532-6 
1680-396-0195 
1660-040^9653 
2915-196-3906 
1560-654-3181 
1560-198-7097 
1560-510-4094 
1560-397-1668 
156O.373-7071 
1560-098-1580 
1560-221-3055 
1560-629-4623 
1560-673-5472 

.1560-336-0762 
8340-633-1001 
4720-633-0951 

Quantity 

62 

266 
22 
40 

287 
116 

ht 
592 
142 

lU 
238 
836 
289 

97 3? 16 
20 m 
20 

100 
541 
156 

"oar 
Pf tflB 

44.60 
165.53 
36.60 
31.75 
12.90 
41.72 
15.39 

MJ:?? 
21.14 
48.56 
69.79 

^ ^ 
4.51 

40.74 
150.90 
69.92 

449.78 
662.74 
. 7.63 
463.16 

1,016.25 
119.59 
16.72 
15.59 

2;67>4.2I0 
6t295.00 
7,634.00 

11,863.60 
3,641;65 
1,472.00 
2,857^50 
3,700.95 
4,639.57 
7,9215.33 
5,104.77 
2,879.56 

12,511;96 
6,895.04 
',281.66 

,y43.91 
6,864.69 
3,774.54 

11,774.58 
8,601.45 
7,196.48 

13,25»t.75 
2.633.21 

27,789.83 
20,325.0V 
11,959.38 
9,043.49 
2-^^l'65 

tv.183.764.28 

54 
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COMPETITIVE PROCDBBMBIIT OF SPABB PABX8 

DEPAilTKEKr Of THK AIB FOflCE 

1 . 
2 . 

?• 
• t . 

5. 
6. 

3! 
.9. 

10, 
11. 
12. 

î : 
15. 
16. 
17, 
18, 
19. 
20. 
2 i , 
22. 

1̂ : 
25. 
26. 
27. 
28. 
29, 
30, 
J - , 
52. 
3.5 • 
: ; • • . 

35, 
36, 
38, 
59. 

Par; îftjy 

Lo=i5 f o r i parts k i t "C" 
Canopy a s s e c t l y 
Amiunition box assemiilj 

do . 
P i t 

Bo l t 
Clanp 
Tube assembly 
Bol t 
Bearing sleeVc 
Boffib door pin" 
Washer 
E:mb door p ic 
Fuel c e i l caa 
r i t t i r . g 
Vortex generator 
Stud (pack of 5) 
Bracket asseably 
Packing (seal) 
Bracket asse&bly 
Dlscozmect asseably 
Latch 
Packing 
Bolt 

Valve 
Ganerator assesbly 
Plate 
Shaft 
Flap assembly 
Wall 
Tuoe " 
Tube 
Shaft assembly-
F i l t e r element 
Va.lve 

L 

Total, Air Force 

DEPIHTKESI OF THE BAVT 

40. Safety lock. 
41. Ground safety lock 
42. Tow bar assembly 
43. Ground safety lock 

Hydraulic flcting 
Adapter . 
Sleeve 

"t?. Valve assembly 
48. Extensometer 
-9. Bushing 
50. Oil sump' 
51. Bushing 
52. Tlxture 
53. Post 

54. Post 
55. Fixture 

tl: 

changed 

Federal stock 
ntmber 

1610-771-0221 
I560-600-7459 
1005-623-6434 
1005-623-6435 
5315-298-2126 
5310-208-9864 
5306-207-7696 
5340-048-6152 
2840-840-9028 
5306-693-6126 
1560-662-6631 
5315-547-9077 
5310-025-7178 
5315-522-4792 
1560-328-6697 
1560-535-5153 
1560-334-5826 
5307-308-3108 
1650-210-8845 
2840-641-6711 
1560-210-8612 
1560-035-1012 
1560-342-81W 
5330-599-0339 
5306-286-3990 
5306-a38-2i»87 
5306-291-1139 
5306-693-6392 
2915-031-5585 
1560-312-9536 
1650-633-6090 
1560-386-6513 
1560-345-2075 
156O-327-O293 
1560-096-4139 
2840-210-6048 
1650-625-2413 
1650-54O-3397 
1660-768-2133 

1730-614-
1730-532-
1730-626-
I73O-6OO-
1650-471,. 
5120-659-
2915-037-
I66O-603-
1610-214-
1610-214-
1610-211t-
1610-214-
1610-21lt. 
1610-442-

to 4920-347-
1610-442. 
3465-302-

Nuaber 
of bids 

rece ived 

2 
2 
2 
2 
8 

10 
10 

9 
6 
7 

27 
18 

ll 
28 

10 
10 

If 

25 
21 

7 
20 
10 
9 
9 
9 
4 
3 
3 
3 
3 
3 

Quanti ty 

618 
20 

102 
^P 19,781 

1,800 
7,650 
8,925 

251 
2,620 
1,000 

10,000 
15,000 
6,600 

653,040 
118,125 

2,520 
4,230 
1,400 

11,000 
2,458 

300 
4,985 
5,779 
3,17.0 

95 
545 

1,265 
3,845 

33,000 
128 
200 

1,586 
,57 

1,451 
990 
248 

211,410 
426 

Previous sole source 
Price proposed or bia 

Pnit 

72.15 
3,''n5.00 

594.12 
594.00 

3.00 

2.25 
26.20 

.54 
6.90 
1.45 

.48 
2 .20 

.03 

7.42 
1.49 
4.74 

-28 
1 1 . U 
60.25 
15.03 

2.02 
2.59 
6.89 
9.63 
9.36 
7.40 

.61 
5.68 

39.46 
59.86 

423.40 
65.49 
16.40 

339.52 
1.36 

29.91 

yp-tal 

' 45»,588.70 
68,100.00 
60,600.2>* 

115,830.00 
59,343.00 
3,294.00 
2,142.00 

20,031.25 
6,576.73 
1,418.52 
6,900.00 

14,500.00 
7,230.00 

14,513.40 
20,845.04 
40,873.61 
18,698.40 
6,302.70 
6,636.00 
3,080.00 

27,315.75 
18,075.00 
74,924,55 
1 1 , 6 7 3 . ^ 
8,216.64 

654.74 
5,246.72 

11,836.61 
28,^53.00 
20,130.00 

P7 .04 
7,892.00 

94,937.96 
24,133.80 
95,025.99 
16,236.00 
84,200.96 

287,517.60 
12.742.80 

1.351.494^^^ 

Source reeeivlcg aaard 
S B H Total 

d e v i o u s so le source's 
hid exceeded aw f̂.̂  ^ 
Pnit Total 

31.79 
2,850.00 

539.71 
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APPENDIX IV I 

f 
ASSISTANT SECRETARY O F DEFENSE | 

WASHINGTON 25. D. C. 

INSTALLATIONS ANO LOGl]j(mfcS 

CF 
AUG y ]m 

Dear Mr. Comptroller General: 

Reference Is made to your draft report dated Apz*il 21, I96I on 
the Review of Noncompetitive Procurement of Aeronautical Replacement 
Spare Parts vithln the Department of Defense. 

Beginning on May 2k, 196I, In testimony befoie the Subcommittee 
for Special Investigations of the House Committee on Armed Services, 
the General Accoiintlng Office presented its findings and conclusions 
and reviewed a number of the specific items listed in the report. 
The hearings continued in the latter part of June and early July with 
testimony "by representatives of the Department of Defense. 

Since our position and views on the detailed findings and con­
clusions in the report vere spelled out in the hearings, they need 
not he repeated at this time. In response, however, to your request 
for comments on the draft report, ve think it vould he helpful to 
state briefly vhere ve stand on the Issues raised and vhat actions 
we propose to take. 

First, ve should like to give you our comments on each of the 
five recommendations contained in the report. 

Recommendation No. 1 is that "immediate steps be taken to reverse 
the practice of routinely using negotiated noncompetitive contracting 
vlthout real justification, rather than relying upon full and free 
competition to assure the Government's obtaining the best available 
products at the lowest prices." 

The Department of Defense is in complete agreement vith the 
underlying premise stated in the report and relteraLed in the hearings 
that "the maximum practicable use of competition in Govemment procure­
ment prograjns is fundamentally sound and will promote efficiency and 
economy in both Government and industry." This we regard as axiomatic. 
We recognize that we are not at present obtaining competition to the 
maximum practicable extent in the procurement of aeronautical replace­
ment spare parts. Furthermore we believe that there are substantial 
competitive opportunities in other areas of military procurement that 
have not yet been adequately exploited. We consider this one of the 
major problems in defense spending today and one of our primary goals 
is to minimize vuinecessary noncompetitive procurement wherever it occurs. 
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Ve can say, h o m m r , tbat ÂtatcfTer nay have been the 
situation In the pasty the routine luse of noncogoiwtitlye procurement 
le clearly not the practice today. This la evidenced by the vide 
range of active and effective programs that have been put Into effect 
by the military departments. Ihese programs and the additional 
measures that are being considered to euscelerate our proepress are 
discussed In the enclosures to this letter. 

Recommendation No. 2 Is that "immediate steps be taken to correct 
at the eeurllest possible date the unsatlBfactory conditions which 
exist In the control over and use of technleeq data In the Air Force, 
Araor, and Wanry." 

This Is a basic problem and,, vlthout doubt, one of the most 
Intricate and difficult problems confirontlng management In the logistics 
area today. Since cosqpetltlon Is dependent on the ability of the pro­
curing activity to describe adequately the items being procured, our 
success In obtaining, controlling, and effectively utilising technical 
data Is a critical factor In our efforts to achieve a major advance In 
competitive procurement. Uhtll ve can convert our data Inventories 
Into a system that promptly and effectively responds to procurement 
needs, our progress vlll be seriously impeded. 

We can report, hovever, that her& also significant prograns 
are In active operation. Ve believe you vlll find on revleving the 
•nolosures that encouraging progress has b^en made since the tins of 
your earlier reports on this subject In 1959 and I96O. Eoverer, major 
difficulties remain that do not lend themselves to quick solution. 
Ve have Instituted a number of projects to develop the additional 
measures needed, but It vlll require the application of the most 
advanced and Ingenious devices and the most skillful management and 
engineering techniques to enable us to achieve and maintain control 
over these rapidly grovlng mountains of paper. 

Recommendations No. 3 and k are that "contract tenne providing 
that the Govemment receive contplete techniceLl data and unrestricted 
rights to use the data for all Govemment purposes be vigorously 
enforced," and "that regulations of the DOD be revieved to provide 
specific penalties against contractors vho fall to furnish on a 
timely basis the tectoical data required by contracts." 

Ve fully concur in these recommendations and appropriate 
contractual provisions and other measures are nov being worked out 
to supplement the procedures vhich are already In effect. This Is 
a problem vith many ramifications which are discussed at some length 
in the enclosures. The underlying problem is the need for a clearer 
understanding with industry as to rights and interests In data and 
more efficient means for speedily determining these rights and Interests 
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as betveen the Government on the one hand and prime contractors and 
subcontractors on the other. Our Joint efforts vith Industry to 
develop a solution to this problem are veil advanced. 

The I'ist reconmendatlon la that "regulations of the Department of 
Defense be anexMled to prohibit the use of open contracts for other thsn 
emergency procureaent of urgently needed supplies." 

This recommendation recognizes the usefulness of the open 
contract vhen speedy procurement Is essential. In addition, vhether 
or not urgency Is Involved, the open contract is a hlĉ ily efficient 
Instrument for handling large numbers of orders vhich necessarily 
must be placed vith the aame contractor over a period of time. Vox 
this pxirpose, the open contract la a money-saver as vail as a time-
saver and ve think Its advantages should be exploited to the fullest. 

At the same tine, hovever, ve recognize that appiroprlate 
measures are needed to Insure agednst the misuse of the open contract. 
Instructions have been issued by the military departments requiring 
that, before any part may be bought under the open contract, It must 
be separately evaluated to determine vhether competitive procurement 
or procurement from other than the original source Is practicable. As 
brought out In the hearlaga^ determinations of this nature have been 
made for some time but less formally than current Instructions call 
fbr. To Insure uniformity, requirements to this effect vlll be spelled 
out In ASFR. The use of the open contract must be effectively limited 
to those items vhich are individually found eligible fbr procurement 
only from the original source. 

There are tvo related problems. First, the use of the Military 
Interdepartmental Purchase Request (MIPR) requires a thoroufi^ x«vlew 
to make sure that this procedure does not contribute unnecessarily to 
noncompetitive procurement because of the separation of requiring and 
proc\irlng activities and the possible failure to communicate Inform­
ation that vould indicate breakout potentialities. 

Second, pricing under open contracts requires special reviev 
because of the varying practices employed and because of the sheer 
proportions of the problem involved in attenqpting to arrive at reason­
able prices for hundreds of thousands of items. 

The various measures referred to above in response to the recom­
mendations are discussed more folly.in the enclosvures to this letter. 
We believe you will find that significant action has already been taken 
to come to grips with the deficiencies discussed in the report. IHie 
problems however are still formidable and will require better methods 
euid more effective coordination of our efforts. 

We are organizing a special full-time staff to undertake the 
necessary studies, aaeuLyze current policies, organizations and procedures. 

59 



APPENDIX IV 

and assist us in dsfveloplng improved methods fi}r dealing vith the 
problems that confront us. Ve should be highly pleased If the 
Qeneral Accounting Office could also assign full-time peopite to 
voxk vith us la this effort.. Ve have ho Illusions aibout the magtil- ^ 
tilde of the problems that ve face In attenqptlng to achieve a major 
Increase in eon^petltlve procurement* Ve believe the problems are 
difficult enough and the potential benefits In dollar savings and 
broadened Induatzy participation In the defense effort are great 
enouc^ to varraat a major cooperative effort by all ccmcerned. 

In undertaking this effort, ve vlll of course bear In mind thsit 
oost considerations, however siffilfleant, must be vleved In relation 
to other vital coaaaiderations. Xn particular, ve m»at take every 
precaution to insure tbat each step in the direction of greater ccaa-
petition and ooet reduction does not in any vay impair the perfoxtnoace 
of the military mission. 

Bnolosure (l) to this letter revievs the major problems that baye 
to be dealt vith end IndioflKtes our general plan of action. Boolosurea 
(2), (3), and (4) contain detailed information on programs that the 
Air Vorce, Navy, and A m y respectively have put into effect, together 
vith Infozvation on the xesults that are being obtained. I n addltibn> 
these enclosures discuss many of the specific procvirem3nts that vere 
revieved in -^e report axtd in the hearings, aa veil aa other matters 
that directly affect each of the departmea;t̂ s concerned. 

Ve shall be very appareclative of .receiving your vievs on the 
measures already taken to increase competition. Ve shall also vel« 
come your cooperation in vorking vith us to the extent practicable 
in developing the additional measures necessary to achieve our objective. 

Slnce?rely yotirs, 

4 Bnclosures » i.Or»sft> 3 . |>/cvM 
As stated -,.„.. 

IHOK/IS D. MORRIS 
Assistant Secretary of Defense 

Installations aad Loglstloa 

The Honorable 
The Comptroller General 

of the United States 
Washington 2^, D. C. 
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ft^bXems to be Dealt vith In 
A<flilevlng Greater Oonpetition 

This p^per revievs scats of the major difficulties that eonfiront us 
in oar efforts to Isorease oonpetition In the proonrement of aeronaatleal ?~ 
replacement spare parta. ĵr defining the problms that need to be vooeked : 
on, the paper indioates also the broad outlines of our action programi. 

None of the problems are nev, although most have beeone more serious ;: 
as a reault of the rapid technological advance of recent yeara. They have 
all been recognised and made the subject of specific measures put Into 
effect hy the military departments either Independently or as. part of a 
Joint Department of Defense effort. These measures are discussed In 
enclosures (2), (3), and (4). 

Aa is evident from the enclosures, the programs to Increase coopeti-
tion in the procurement of aeronautical spare parta are in varying stages 
of development* Some procuring activities have advanced further than others. 
The over-CLLl effort, hovever, is producing very appreciable results. It 
vlll be seen, for example, that a very significant portion of the millions 
of engineering dravings in our files have been reduced to mlcrofiljii and put 
in form for iwifthlne processing; tens of thousands of aeronautical replace­
ment spare parts have been subjected to detailed screening vltliln the past 
year to determine their susceptibility to coinpetltion, and thousands of 
parts have been broken out and competitively procured for the first time* 
Although the full potential of these programs vlll not be realized for some 
tine, the savings already amount to several million dollars annually. 

Ve believe that the present rate of progress can be speeded up by 
encouraging and extending existing programs, by insuring that each depart­
ment takes full advantage of the most successful techniques developed ty 
the other dei)artments, and by thoroughly analyzing the obstacles to 
competitive procurement so that ve may devise and put into effect the 
additional measures necessary to increase the opportunities for competltloa. 

Problems Beyond the Control of the Contracting Officer 

A thorough re-exemlnation vlll be needed not only of our contracting 
procedures but of our logistics operation generally In order to Isolate 
the many factors vhich are beyond the control of the contracting officer 
but vhich have a bearing on our ability to purchase cosapetitlvely. For , 
example, the report discusses at length the problem relating to the acqui­
sition, control, and effective use of engineering dravings and other data 
procured from contractors. The persistence of this problem undoubtedly 
constitutes a major Impediment to competition. 
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Other factors that are largely or entirely begrood the anfehorityJaad' ': 
control of the contracting officer inelude the early detendaation «r' 
req,uirenent8, the ttaaly preparation of ^peclfieatleae, the eetahUetent 
of qualified alternative sourcei of evQKply, and the provisloji of finds 
sufficiently ia advaaoe to allow time tO soliolt aiid evaluate cgtlmum 
competition. FlaaBiog for conqpetition must be Introdooed d u r ^ tbe develiv^ 
ment and initial production stages of nev veapons in order to avoid deelelOM 
that may preclude competition for ensuing procurenente of the same or siai- ' 
lar items. One of the major projects ve have undertaken ie designed to 
insure that Judgnents at these critical stages are made vith f a U considera­
tion of conqpetition as a significant objective* 

Specific Rpoblems in Achieving Competition 

Ve recognise that our present evaluation of the probl«ns that are dis­
cussed belov is preliminary in nature* Thia evaluation vlll undoubtedly 
be reviaed as our studies continue and more escperience is gained in the 
application of the prOgrama that ve are putting into operation. As ve pro­
ceed ve vlll leam more precisely the extent to vhich these problems repre­
sent inherent limitations on hov far ve can reasonably go in increasing 
conpetltlon and, conversely, the extent to vhich these problems can be 
effectively deal* vith and resolved* 

The Data Problem; (l) Controlling the Data 

lbs pertinent figures give some indication of the scope of tha data 
problem* At the present time there are an eatlmated 50 millJLon <bniidji^ 
the system, 13 million of lOilch apply to aeronautical paHs. LUVE^ qjii^ 
ties of these are obsolete or incomplete and must be segregated ijrom tha«e 
that can be used to meet current needs* The dravings vary in format juod 
detail depending on the source and the purpose for vhich they vere prepiun^ 
A portion vere acquired to permit reprocurement, but the bulk vere deslgnsid 
to meet one or more of about 17 other requirements such as testing, repair, 
overhaul, identification, design, and production inspection* 

This massive quantity of documentation does not Include specificatiohs, 
standards, material lists, manuals, and other varietiea of technical infor­
mation vhlch are needed to provide tbe complete description and quallty 
control featurea necessary t o t competitive procurement* 

In order to be of practical value not only must these documents be 
readily accessible and Immediately Identifiable vith the particular part 
or equipment to vhlch they pertain, they must also reflect the continuing 
design changes and developments vhlch in relatively short time affect a 
vast proportion of all equipment In the military Inventory. 

The annual Increase in this documentation rims In the milUcns as 
existing material is modified emd nev veapons and equipment enter the systan 
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at a growing rate* Oooventional methods vhich may et one tine have been 
adequate to provide control have become obsolete and inadequate under the 
Impact of the accelerated technological advances of recent years. Tbe 
resulting Increase in the volume and complexity of documentation creates 
increasing demsAda for Improvement in our methods of eoUeetlng, recording, 
and retrieving information. Our stvidies are being projected far into the 
future in order to enable us to achieve and maintain continuing control. 

Ehclosures (2), (3), and (4) cite measures vhich have been Instituted 
by the military departments either on their ovn initiative or in collabora­
tion vith ths Armed Forces Supply Support Center. These measures cover a 
vide variety of actions Including, for example, a program to facilitate the 
recording of data by the establisbmeot of a DOD-vide i^atem of microfilming 
engineering dravings; the use of aperture cards to permit high-speed machine 
processing; a project for developing greater machine compatibility betveen 
the systems used by Government and industry; and the development in coopera­
tion vith Industry of standard data requirements for tha provisioning of 
speure parts. The full list of measures already in operation repreaents a 
major attack on the problem. Nevertheless, it is evident that the Job is of 
such dlmeiaisions that vith maximum effort it vlll still require considerable 
time before it can be substantially completed* 

The Data Problem: (2) Obtaining the Data. 

In addition to achieving control of data, the GAO report and the 
hearings have observed the nee^ for measures to assure that ve obtain all 
the data that ve are entitled to receive. Tbe report recognmends that ve 
take appropriate steps to enfoirce contract terms providing for the Government 
to receive complete technical data and unrestricted rights to use the data 
for Government purposes. Ve cdtcvtr in this objective emd appropriate con« 
tract language and other measures are nov being vorked out* 

Tlie basic purpose of course is to insure that ve obtain all the data 
that we need for competitive procurement. In part thlis is a matter of con­
tract enforcement, and ve fully agree tbat o\u* contracts should be vigorously 
enforced. But the problem is obviously more than a matter of matching paper 
received vith paper called for by the contract. It requires a detailed 
analysis of the data to determine vhether every characteristic essential for 
the performance of the part has been specified and vhet^er the manufacturing 
processes and quality control techniques are described sufficiently to permit 
manufacture by other than the original source. This may present techni cal 
difficulties requiring high quaUty engineering capability to resolve* We 
obviously cannot dispense vith such determinations by holding the contractor 
financially responsible In the event the documentation turns out to be 
inadequate. 
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The problem ia eonpUeeted by tbe fact that data vbleh may be fî JJly : : 
satisfaotory for use by the original source may be inadeq^e for maan<* yV 
facture of the item by other sources because of shop practieea, epeeial 
skills, individual voricers* methods, special equlp^nt, knov^bov auod 
experience acqiiired in the original development (inelMding attempts; tha^ 
failed), and other factors vhlch ceuinot readily be stated on pa.imr euid̂^̂^̂^̂^̂^̂^̂^̂^̂-
idiieh have not, therefore, tz«ditioDally been included in data paokeigeift. 

Thia meana that pert of the Job is to develop our data specifications 
to the point vhere ve msy be confident that our full requirements are 
clearly identified and stated* This taeik is veil in hand. However, va 
cure still confronted vith the problem of the heavy demands that vould bet / 
placed on engineering capability if ve vere to attempt an evaluation of all 
data packages during preparation or vithln a reasonable time after receipt 
in order to Insure ccnpliance vltb tbe contract. Some preliminary estimates 
indicate that even if the engineers needed could be obtained, the cost miglst 
veil be prohibitive. Thia is a fbcet of the problem that clearly requires 
much more careful examination. 

The Data Rroblem: (3) Rights in Data 

As a facet of the problem of insuring that ve obtain all the data 
that pertain to parts that ve bny, ve intend to take appropriate steps to 
preclude the application of restrictive legends on data vhich are in t a c t 
non-proprietary. Ve cannot permit contractors to vithhold infonuition 
vhich they agreed to furnish us and ve cannot permit them to load our data 
vith restrictive legends claiming proprietary rights vlien ve have con­
tracted for the right to use such data vlthout reistriction* This too hovever 
is far from simple. The problems of determining respective Interests in 
data, particiilarly in connection vith components cmd equipment procured by 
the prime contractor from other sources, presents legal and administrative 
difficulties almost as iisposlng as the technical and engineering difficulties 
involved in detemdning vhether the data package fumished by a contractor 
is in fact complete* 

In any event, as long as private initiative has a significant contribu­
tion to make to the military Inventory, ve vlll continue to encourage such 
development by affording protection to equipment developed at private expense* 
Ve should therefore avoid indlscrJininate use of data nov in our possession 
vhlch are the legitimate subject of proprietary rights. Ve may try to buy 
such rights vhere desirable for economic or military reasons* However, 
respect for private property Interests vlll necessarily continue to limit 
ccQpetltlve potentialities. 

Ve emphasize the data problem at such length because it is, after all, 
a l)a8lc factor in any effort to promote greater competition* At the same 
time, ve recognize that the "conqplete data package," even if it vere 
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obtainable for every item, vould not be a conoiplete aolutlon. It oaanbt, 
for example, substitute for unique knov-hov and special eklUs* It cannot 
take the place of tested and proven perfoimance. A complete date package 
vlll not induce a conqpany to sutmit a bid if the size of the procurement 
is too small to Justify the cost of undertaking the production of a new 
item* Major limitations on competition vlll therefore persist despite the 
availability of tecbnloal data. 

On the other hand, high quality data can to a great extent mitigate 
the adverse effect of many of the factors that limit ooapetltiOn. 

It is evident froei the previous discussion that a vide range of 
specific tasks have to be accompliahed if ve are to develop a fully effec­
tive high quality data eyatem. Ve have to be able to identify our data 
requirements vith more precision; ve need more efficient methods to assure 
that the data ve receive firom contractors is satisfaotory in quality snd 
completeness; ve must be able to determine the status of proprietary rights 
vlthout costly and tlme-cozisumlng research; ve should obtain information 
regarding vendora and multiple sources aa part of the data package; ve 
need more dependable means of keeping the data current vith design develop­
ment; and ve need to manage the data ve receive by the moat effective methods 
that can be devised to Insure speedy identification and accessibility and 
more effective Interchange and utilization of data among the services and 
vith Industry* Projects are underway to develop a coordinated program to 
deal vith this entire gamut of requirements. 

Design Daveiopment 

A vital factor referred to in the discussion of the data problem 
is the necessity of keeping \x^ vith the state of the art* Although thia 
is of primary concem in the developmental stages of nev aircraft, there 
vlll be times later also vhen technology is moving so rapidly that speci­
fications caxmot be stabilized. Price competition is beet suited to products 
that have reached a fair degree of design stability. Vhen the design is 
fluid, ve run the risk of purchasing unusable or obsolete parts If ve pre­
maturely stabilize specifications In order to obtain competition. Accordingly, 
ve have to forego competition vhere the potential dollar savings may be 
obtained only at the risk of retarding essential development. 

On the other hand, ve need to exercise effective control over design 
development to insure that ve are obtaining vorthvhlle laorements in 
quality and effectiveness. To the extent that ve can identify emd minimize 
changes that result In only marginal Improvements, the prospects for competi­
tion vlll be enhanced. This problem is typical of many continuing problems 
vhlch have lieen effectively tackled In the past but vhlch require renewed 
attention because of changing circumstances. 
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There is no question that vhere eanipetltioa can be obtained only at 
the risk of comEromlsing quality, tbe "savings" are too eiEpensive. It is 
axiomatic that ve cannot gamble vith tbe reliability of parts essential 
to the dependable functioning of aircraft. Accordingly, any change in the 
procurement channels through vhich such parts are obtained calls for utmost 
caution to Insxure that no risk of depreciated quality is Incurred. 

An ability to discriminate is necessary betveen those parts vhich must, 
in the interests of reliability assurance, remain in tbe control of tbe 
design activity and those that may be safely released and procured from 
other sources. While ve should be alert to recognize and exploit all 
reasonable opportunities for breaking out particular items from the exclusive 
control of the design activity, ve cannot Ignore the unique escperience 
acquired ty the design activity in designing and developing the equipment 
tJ3d in controlling tbe parts entering into it to assure complete conpati-
biUty. Ve should continue to avail ourselves of this experience as long 
as it provides us vith an assurance of quality and design control that cannot 
be obtained f ron other sources except at prohibitive cost. This experience 
is one of the valuable retums on ovac investment and ve should take full 
advantage of it as long as it is economical and inrudent to do so. 

The necessity of preserving the integrity of the aircraft as a function­
ing unit is the first consideration in evsry aspect of the problem that ve 
are diacussing* TblB consideration vlll necessarily deter procurement 
personnel from leaving proven channels of supply until adequate assurance 
of effective quality control ccm be provided through other channels* There 
are probably a great many parts for vhlch such assurance can never as a 
practical natter be obtained. Uodoubtedly, hovever, there are many other 
critical parts vhich, vith reasonable effort and expense and vlthout Incurring 
intolerable risk, can be broken out either for competitive procurement or 
for purchase from present subcontractors. 

Time as a Factor In Limiting Competition 

Competitive procurement Is time-consuming. An Illustration vas given 
during the hearings to ahov that competitive procurement may require ten 
times as many manhours as noncompetitive procurement under the open con­
tract and an even greater difference in the time elapsed betveen receipt 
of the requisition and placing the order* Because of this difference, 
competitive procurement is often precluded vhen requirements are urgent* 

One of our projects is directed tovard streamlining procurement pro­
cedures In order to cut down this differential and thereby reduce the 
impact of urgency on competitive potentialities. We recognize of course 
that progress in this direction is limited. For exaiqple, the time before 
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an avard can be made has been extended ty additional requirements for 
reviev of negotiation results ty higher authority. To tbe extent tbat 
such reviev is necessary to protect the Govemment's interests, ve obviously 
cannot e:*Jmlnate it* Additional time is needed also to determine vhether 
the data package is adequate emd up to date, and to complete it if it is 
not* Nev sources selected competitively must be surveyed to determine 
their capabilities* These sources may require extended make-ready and pro­
duction starttv time; first samples of their output may require highly 
detailed inspection and qualification testing procedures. !nius, it is 
apparent that many of the time-consuming steps in the process are Inherent 
or serve Important needs* 

There are hovever many things vs can do to minimize the time factor* 
Reference has already been made to the need for better planning* A variety 
of techniques developed by the military departments Illustrates the 
possibilities. The basic idea of course Is to anticipate procurement 
requirements by advance ldentlficat.lon of parts for vhlch demand can be 
reasonably predicted. This vlll permit advance performance of time-consuming 
procedures such as screening to determine adeqxiacy of data and to complate 
data packages vhich are incomplete* 

We recognize that critical needs vlll xiecessarily arise vhlch vlll not 
tolerate any delay vhatever* Unanticipated breakdowns vlll occtu* creating 
Immediate demands for replacement parts. Nev missions calling for a sudden 
step-up in operations and Increased need for maintenance support vlll con-
tinxie to occur* Technological breakthroughs vlll render existing stocks 
obsolete or unusable and require rapid replacement vith nev parts* Never­
theless, ve believe that by fully exploiting tbe opportunities for advance 
and concxurrent action, competitive procurement can be made speedy enough to 
handle many procurements vhlch are nov necessarily made sole source* 
Moreover, it is recognized that urgency is often attributable to inadequate 
planning. Even in legitimate emergencies that cannot be anticipated, ve 
need to be alert for opportunities. For example, ve refer to the approach 
discussed in the hearings by the Air Force of splitting procurements vhere 
an urgent requirement exists but the quantity to be bought exceeds the 
immediate need. In these circumstances the quantity needed quickly may be 
bought sole source but the balance is set aside for competitive procurement 
if practicable. 

Snail Quantity Buys 

A related problem is the fact that the buys of particular parts are 
often of such small qxiantity and dollar value as to make competition 
impracticable. Competitive prospects are particularly poor vhere the item 
is one requiring considerable startup expense vhlch has already been Incurred 
by the original manufacturer but vhlch vould have to be included In the nev 
price of any competitor. The likelihood of attracting nev sources Is further 
reduced vhen the future nsed for the item is limited or uncertain. 
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This problem - and the preblem of urgent requtrements • stem In pipur̂  
from the policy of naintaining low inventories of replacement spa^e pielxHtiav̂^̂^̂^̂^̂' 
This policy, hovever, la itself a cost-saving measure. It vould be T 
prohibitively expensive to attempt to maintain an inventory adequate to 
meet the vide range of oontlngencles tbat affect the need for pairts.f larg^ 
amounts of funds critically needed for other military requirements vbtdd.b(»;̂ ^̂ ^̂ ^̂^ 
tied up on shelves* Moreover, expenditures for a large part of the stoek 
could end up as a total loss because of technological advances or cbiugesv 5̂^ 
in requirements* Accordingly, vhlle a reduced level of inventory rejdtieeisi ; 
the prospects of competition, ve cannot resolve this problem vithOut stiandihg 
to lose more than ve might gain. 

These considerations place an even higher premium on effective plAhhibg 
in managing our Inventories and in determining economical order quantities. : 
Our present criteria and procedures for determining hov much and vhen to buy 
are being revieved to Insure maximum econouQr and efficiency* 

Economical Use of Available Resources 

These are among the principal problems in attempting to increase com­
petition. Vlthout going into other specific problems, ve thixdc it important 
to note that Implicit throughout is the problem of limited resources, 
particularly personnel. The shortage of engineers is a recognized handicap* 
Trained talent generally is highly limited. Accordingly, ve have to be careful 
to apply available resources to the most productive uses. 

Perspective is needed to avoid focusing attention on one area vhlle 
neglecting greater potentialities that may exist in other areas. Thus, the 
capabilities that are required to determine vhether adequate data are avail­
able or vhether competition Is technically possible are the same capabllitiea 
needed to analyze and Improve existing equipment. A legitimate question 
arises vhether engineers should be assigned to determining If particular 
parts are susceptible to competition or assigned to Improve equipment per­
formance and serviceability and thereby reduce the need for replacement 
spare x>arts. This same talent is needed also to advance the over-all state 
of the airt and insiure that our ̂ irsenal does not fall into a position of 
relative obsolescence. In seeking to Increase competition ve need to be 
sure that the performance of these essential functions Is not impaired. 

High Value Programs 

Limited resources compel us to concentrate on the highest value 
payoffs for our investment. This principle Is repeatedly noted In con­
nection with the programs discussed in the attachments. It will be seen 
that the big effort is being directed to those procurements vhlch offer 
the greatest returns even though this means that other procurements may ^ 
temporarily have to be slighted. 
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VB believe tbat tbe concentration of effort currently being applied 
to the problem of aradueing the extent of sole source procuronent Of aero­
nautical replacement spare parta is Justified because the principles end 
techniques that vlll promote increased conpetltlon in this airea should 
enable us to lncz«ase competition in other major segments of mHitazy 
procurement as veil* 

I|y tbe same token, ve consider tbe cost of achieving control over 
tecbniceO. data to be Justified not only because of the significant cotttrl-
bution that an effective data system vlll make to competitive procurement 
generally, but also because such a system vlll serve other basic needs as 
veil. For example, it vlll greatly benefit design and development, ^ f 
providing a library of euscessible Infonnation regarding existing equiiment 
and processes and by assuring adequate interchange betveen industry end 
the Govemment and betveen one military department and tbe others, it vlll 
help prevent the unnecessary and costly proliferation of military itons. 
It vlll accelerate the solution of design problems vhlle avoiding duplica­
tion of effort and products* And Incidentally, by promoting stemdax-dizaticni 
and the greater use of existing equipment, it vlll further enhance competitive 
opportiznities * 

Briclng 

Another area in vhich very significant efforts are nov being made, and 
vhere ve believe it vortfawhile to apply additional effort, is in the field 
of pricing. 

Although the report on aerona;itlcal spare parts did not go into pricing 
considerations, it necessarily raised questions as to the effectiveness of 
the pricing procedures that vere tised* These questions arose in part be­
cause the report used many exazgples In vhlch the difference betveen the 
subcontractor's price cmd the prime contractor's price vas far in excess of 
the typical differential* In addition, the extent to vhich the diffeirential 
vas attributable to the cost of functions performed by the prime contractor, 
such as Inspection and testing, vas not ascertained* m a number of cases 
also, the price used in the report vas the prime contractor's billing price 
or target price vhlch generally vas higher than the price actiially paid ty 
the Government* 

Ve recognize that discrepancies such as these vould not have occurred 
if pricing had been vithln the scope of the GAO review* But ve think that 
the figures do mislead and that it vould be helpful to correct the 
erroneous Impression that results. 
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Arellmlnsry revievs indicate that pricing today has been ^jitt^^'BlM^ 
strengthened by various tedmiqjiies including Increased pre-negotiati<qQ t 
audit support and detailed oost and price analysis. The Genial Aceoiurbing 
Office is of course aware of these and other meiasures tdiioh have been 
increasingly emphasieed during the past two or itoee yeara to assure the 
reasonableness of prices in tbe absence of adequate ccmpetltion. Such : 
techniques vere apparently employed, althou^^ vlth varying degrees o^ 
effectiveness, in tbe pricing of the aeronautical replacement q ^ e parts 
oovered ty the GAO reviev. 

Nevertheless, ve are not satisfied that ve are doing a wholly adequate 
Job in the pricing a t those spare parts vhich ve mast buy non-conpetitlvel^. 
In the procurement of such i^are jpairbs, and in fact in our procurements 
generally, ve need to observe our prioing operation very carefully to assure 
continued improvement dUi tJae results ve obtain* An important facet of tha 
problem is to assure adequate surveillance over the effeotiveneas vith vhioib 
our prime contractors are perfoteming their part of the Job, partieularlor ii& 
connection vith placing and prioing subcontracts* Vhen ve cannot avoid 
avarding contracts on a sole-eource basis, ve must protect the Govemment*e ; 
interest (l) by actively prcmoting the prime contractor's use of conpetitive 
procurement vherever feasible in avarding subcontracts, (2) by revleving suh* 
contract pricing to be sure that sound principles and techniques are helng 
used by the prime contractor, and (3) by effectively using our pricing 
tools to assure the reasonableness of the prime contractor's price to the 
Qov^mment. Ve believe that an important step in the direction of better 
pricing is represented by the detailed surveys that the military departments 
have been making of contractors' estimating and purchasing systesos. In tbe 
past two years hundreds of such surveys have been completed and siffiifleant 
imiprovements have been made in estimating and purchasing organizations and 
metlieds* 

Management Tools to Evaluate Performance; (l) m t e m a l Audit 

A continuing problem for management is to insure a sufficient flov of 
Infotnatlon vlth vhich to evaluate the adequacy of existing policies and 
procedures and the effectiveness of their implementation* A fev months ago 
ve initiated a project designed to linprove our self-auditing capability and 
enable us to evaluate our performance more promptly and more dependably* 
Ve are especially concemed vlth our pricing policies and procedures, since 
accurate estimating and sound pricing are a basic prereqjiisite for economical 
and efficient procurement. However, a major effort to expand intexnal audit • 
to evaluate management and operations generally ie nov tmderway* 

There vas some discussion In the hearings of evaluation techniques being 
used by the military departments, including, for example, techniques for 
evaltiating personnel effectiveness. With respect to the specific problem 
of increasing competition, pev statistical requirements that vent into effect 
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on 1 July 1961 vlll aid us in measuring our progress* Reports on all 
procurement actions over $10,000 vlll henceforth clearly indicate vhether 
or not competition vas obtained and vhether the conpetltlon vas based on 
price proposals or design and technical proposals. 

Management Tools; (2) GAO Audits emd Reports 

It should be clear beyond any question that the Department of Defense 
regeurds GAO audits and exsminations as a valuable management tool. Many 
current policies and procedures are directly attributable in considerable 
measure to OAO findings. 

The General Accounting (tffice has on occasion noted that, because of 
staff limitations, its examinations are necessarily selective and are there­
fore directed to specific areas of apparent veakness rather than tovard 
over-all evaluations of procurement programs or contractors' activities. 
While the latter approach vould be desirable, the fact is that GAO's focus­
ing on problem eireas has been of great assistance In enabling the Depeutment 
of Defense to locate deficiencies emd develop the necessary corrective 
xoeasures. Clearly, the present repozi; and the Congressional hearings that 
foUoved have been highly useful for this purpose. 

As our intemal revievs and audit programs are intensified, ve vlll 
seek closer coordination vlth the GAO programs in order to ensure that ve 
get the most out of our mutual efforts. For maximum benefit for management 
it vould be helpful also if the reports regeurding deficiencies could be 
supplemented, to the extent that this Is practicable, by observations that 
GAO auditors and examiners may have an opportunity to make of areeus vhere 
sound and effective vork is being done. Such Information in conjimction 
vith our ovn reviev, vould enable us to reach more dependable conclusions 
as to vhere our efforts should be concentrated. 

Goal for Competitive Procurement 

We have revieved the problems that confront us because ve believe that 
in order to make maximum headvay it Is essential that ve realistically 
recognize the difficulties, the limitations, and the real hazards that 
action to Increase competition vlll entail. Without doubt, despite the most 
Intensive effort ve cem make, many bf the problems vlll pei'sist for some 
time to come. 

We do not believe It is possible at this time to estimate vlth any degree 
of accuracy vhat the ultimate potential is for competition in the procurement 
of aeronautical replacement spare parts. There ai'e undoubtedly large numbers 
of items of non-critical nature that may be opened to competition vlthout 
the scrupulous, time-consuming and costly evaluations needed for critical 
Items. But these axe generally items of lov value. At this point, taking 
into.consideration the problems to be dealt vlth, ve think a realistic 
target for the neeu: future vould be the achievement of con^tition in the 
range of 30^ of total dollars. If our sights are too lov, ve shall be very 
pleased to revise them upward based on the experieiace ve gain* 
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Principal Management Offleiala 

of the Departmenta of Defense and the Air Poreer. AjnBrl:̂  j 

and Naw during the Period of thia Report ^̂̂̂̂^ ̂  ̂̂̂^ 1 ^ i' 

ggpar^ngnt <?t P^f^ngg 
Seeretarv of Defense 

January 1961 to date 
December 1959 to January 1963. 
September 1957 to Decembeir 1959 

Robert S. McNamara 
Thomas S. Oates, Jr. 
Neil H* McElroy 

Deputy Secretary of Defenae 

Roswell L* Gllpatrlc 
James H* Douglas 
Thomas S* Gates, Jr. 
Donald A. Quarles 

Assistant Secretary of Defense (Installations and Logistics) 

January 1961 to date 
December 1959 to January 1961 
June 1959 to December 1959 
May 1957 to May 1959 

Thomas D* Morris January 1961 to date 
(Position created January 1961) 

Assistant Secretary of Defense (SUPPIV and Logistics) 

Perkins McGuire 
(Position merged with As- • 
slstant Secretary, Instal­
lations and Logistics, Jan­
uary 1961) 

January 1957 to January I961 

Department of the Army 

Secretary of the Armv 

Elvis J. Stahr, Jr. 
Wilber M. Brucker 

Under Secretary of the Amnv 

Stephen Ailes 
Hugh M. Milton, II 
Charles C. Finucane 

January I96I to date 
July 1955 to January 196I 

February I96I to date 
August 1958 to January I96I 
September 195^ to April 1958 

Assistant Secretary of the Army (Logistics) 

Paul Ignatius May 196I to date 
Courtney Johnson April 1959 to January 196I 
Frank Higgins August 195k to March ̂ 959 

Commander. U.S. Armv Transportation Materiel (;';niT|nifl|nrt 

Major General William B. 
Bunker October 1955 to date 72 
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Secretary of the Navy 

John B. Connally 
William B* Franke 
Thomas S* Gates, Jr. 

Xim^x g^c?y9i?ary pf th? Mvr 
Paul B. Fay, Jr. 
Fred A. Bantz 
William B. Franke 

January 1961 to date 
June 1959 to January 1961 
April 1957 to June 1959 

February 1961 to date 
June 1959 to January 1961 
April 1957 to June 1959 

Asaifltant Secretary of the Navy (Installations and Loglatics)- ; 
(Formerly designated Assistant Secretary of the Navy (Matdrlal)) 

Kenneth E. BeLleu 
Cecil P. Milne 
Fred A* Bants 

caiief. Bureau of Naval Weapons 

Rear Admiral Paul D. Stroop 

January 1961 to date 
April 1959 to January 1961 
April 1957 to April 1959 

December 1959 to date 

Commander. U.S. Navy Aviation SUPPIV Office 

Rear Admiral Joseph M. Lyle 
Captain J. J* Appleby 
Rear Admiral J. W. 
Crumpacker 

June 1959 to date 
April 1959 to June 1959 

June 1956 to April 1959 

Department of the Air Force 

Secretary of the Air Force 

Eugene M. Zuckert 
Dudley C. Sharp 
James H. Douglas 

Under Secretary of the Air Force 

Joseph V* Charyk 
Dudley C* Sharp 
Malcolm A. Maclntyre 

January I96I to date 
December 1959 to January I96I 
May 1957 to December 1959 

January 196O to date 
August 1959 to December 1959 
June 1957 to July 1959 

Assistant Secretarv of the Air Force (Materiel) 

Joseph S. Imirie 
Philip B* Taylor 
Dudley C. Sharp 

April 196I to date 
April 1959 to February 1961 
October 1955 to January 1959 
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CommanderT Air Force LogJatica Command 

General William F. McKee August 196I to date 
General Samuel E. Anderson March 1959 to A u ^ t 1961 
General Edwin W. Rawllngs July 1951 to February 195? 

Commander. Middletown Air Materiel Area 

Major General Donald L. 
Hardy Jiily I960 to date 

Major General Paul E. 
Ruestow February 1959 to June i960 

Major General George R. 
Acheson July 1958 to January 1959 

Commander, Mobile Air Materiel Area 

Brigadier General Emmett B. 
Cassady July I96I to date 

Major General Daniel F. 
Callahan July 1958 to July 1961 

Commander. Oklahoma City Air Materiel Area 

Major General Lewis L* 
Mundell August 196O to date 

Major General Thomas P. 
Gerrlty July 1958 to August I96O 

Commander, San Antonio Air Materiel Area 

Major General William T. 
Hudnell August I960 to date 

Major General Lewis L. 
Mundell January 1959 to August I960 

Major General Thetus C* 
Odom July 1958 to January 1959 

Commander. Warner Robins Air Materiel Area 

Major General William T. 
Hefley December I96O to date 

Major General A,V.P. 
Anderson, Jr. July 1958 to November i960 

rinrnmanHer. Davton Air Force Depot 

Brigadier General William W* 
Veal December I96O to date 

Brigadier General Charles £. 
Jung February 1959 to November 1960 
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