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Report to Rep. Thomas A, Luken; by Richard . Gutmann, Director,
Procurezzut and Systems Acquisition [iv.

l1ssue Area: Federal Procurement of Goods and Services (1500) .

Contact: Procurement and Systems Acquisiticno Diwv. o

Budget Function: National Defense: Departaent of Defense -
Procurement & Contracts {058) .

Organization Concerned: Chiysler Corp.; Departmaent 0f the Army;
Lepartment of Defenso: Vai) .780ciates, Inc.; Apdroid Corp.;
Mitsubishi Internationzl ¢ De

Congcessional Relevance: Rep. .homas A. Luken.

Ruthorivy: D fense Manpower Policy 4. Lefense Mobilizaticn Order
2. DOD Instruction 4005. 3.

A prime contract with the Departsent o’ Defense
"eéquires the Chrysler Corporatiosn to use its Lest efforts to
bluce sibcontracces in labor surplus areas. Under this contract,
4 sibcontract for a tank turrec machining system will be
perrormed by the Android Corporation and a Ja_.anese firwm,
Mitsubishi International Ccrporation. Andrcid will ferform a
pertion of the work in a labor Surplus area. Defense
Mobilization Order “umber 2 (DKO-2) identifies machine tcols as
an item to be aaintained in a state of readinecss to Froduce
wartipe requirements. There is 10 specific progras tc direct
contract awards to mobilization-base Flanned groducers except
during rational emergencies. (SC)
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The Honorable Thomas A. Luken
House of Representatives

Dear Mr. Luken:

In ycur February 13, 1978, lestter you asked us to
investigate whether the Department Of Defense (DOD) con-
siderasd Defense Manpower Policy Numwe- $A (DMP-4A) and
Defense Mopilization O-ier Number ? DMO=-2) in connection
with the award of a suoncontract by the Chrysler Corpora-
t:ion under an Army prime contract. The subcontract was
for a2 tank turret macaining systz2m and will be performed
oy the Android Zorporation and & Japanese firm, Mitsubishi
Intarnational Corporacion., We discussed this matter with
officials in DOD and tane Department of Commerce.

DMP-4A, which superseded DMP-4, concerns the preser-
vation of the mobilization base through the award of pro-
curement contracts and placement of facilities in labor
surplus areas. DIMP-4A directs more procurement to labor
surplus areas than did DMP-4. The Army awarded the prime
contract to Chrysler when DMP-4 was in effect and nrior to
the effective implementation date of October 27, 1377, for
DMP-4A. A DOD official stated that the contract with
Chrysler contains a labor surplus area subcontracting
clause pursuant to the Armed Services Procurement Regula-
tion implementing DMP~4. The contractor is required to
use its best efforts to place subcontracts in labor
surplus areas consistent with the efficient performance
of the contract and at prices no higher than obtainable
elsewhere. This official also stated that Android would
perform a portion of the work in a labor surplus area,

DMC-2 identifies machine tools as an item to be
maintained in a state of readiness to produce wartime
requirements. Discussions with your staff regarding
the application ot DMO-2 by DOD indicated a concern
for mairtaining the viability of the domestic machine
tool i.dustry. However, a DOD official stated that
DOD maintains the machine tools which it owns but does
not maintain the machine tool industrial pase. DOD
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Instructinn 4005.3 which addresses its industrial
vrevaredness production vlanning cvrocedures states:

"®lannina with industrv will not be undertaken by
the Department of Defease for production of * * *
machine tco2ls, * * * r,:nning for these itams is

the responsihility of other Government agencies."

The Office of Industrial Mobilization within the
Ce.amerce Derartment is concerned with the defense
momilizaticn base and its abilitv to produce in times
-f national emergency. Part of this function includes
olannina for machine tool oroducticn during such emer-
gencies. A Commerce official i1nformed us that this '
oroagr2m includes the monitoring of the domestic machine
tocl 1ndustrv base during peacetime. There 1s no
spacific nroaram, however, to direct contract awards to
mobilization base olanned oroducers exceot during
national emergencies. We were advised further that the
Carlton Machine Tool Company, a commetitor for the
Chrysler subcontract, 1s one of the planned producers
under the mobilization base vrodram.

We home this infarmation satisfies vour needs. If
we can be of furtlar assistance, please let us know.
As aaqreed with vour staff, no further distribution of
this report will be made until 7 days from the date of
the remort. Unless vou oublicly announce its contents
earlier or notifv us otherwise, at that time we will
release the report to interested parties.

Sincerely yours,

A 4

R. W. Gutmann
Director





