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UTILIZATION OF CONCERNS IN LABOR SURPLUS AREAS (FEB. 1962)

It is the policy of the Government to place contracts with concerns which will perform such contracts
substantially in areas of persistent or substantial labor surplus where this can be done, consistent with the
efficient performance of the contract, at prices no higher than are obtainable elsewhere. The Contractor
agrees to use his best efforts to place his subcontracts in accordance with this policy. In complying with
the foregoing and with paragraph (b) of the clause of this contract entitled ‘“ Utilization of Small Business
Concerns,” the Contractor in placing his subcontracts shall observe the following order of preference: (i)
persistent labor surplus area concerns which are also small business concerns; (ii) other persistent labor sur-

lus area concerns; (iii) substantial labor surplus area concerns which are also small business concerns;
iv) other substantial labor surplus area concerns; and (v) small business concerns which are not labor
surplus area concerns.

(b) The “Labor Surplus Area Subcontracting Program’’ clause below shall
be included in all contracts which may exceed $500,000, but which contain the
clause required by (a) above and which, in the opinion of the purchasing activity,
offer substantial subcontracting possibilities. Prime contractors who are to be
awarded contracts that do not exceed $500,000, which in the opinion of the pur-
chasing activity offer substantial subcontracting possibilities, shall be urged to
accept the following clause:

LABOR SURPLUS AREA SUBCONTRACTING PROGRAM (FEB. 1962)

(a) The Contractor agrees to establish and conduct a program which will encourage labor surplus area

concerns to compete for subcontracts within their capabilities. In this connection, the Contractor shall—

(1) Designate a liaison officer who will (i) maintain liaison with duly authorized representatives of

the Government on labor surplus area matters, (ii) supervise compliance with the * Utilization of Con-

cerns in Labor Surplus Areas clause, and (iii) administer the Contractor’s Labor Surplus Area Sub-
contracting Program;

(2) Provide adequate and timely consideration of the potentialities of labor surplus area concerns
in all ““make-or-buy”’ decisions;

(3) Assure that labor surplus area concerns will have an equitable opportunity to compete for sub-
contracts, particularly by arranging solicitations, time for the preparation of bids, quantities, specifica-
tions, and delivery schedules so as to facilitate the participation of labor surplus area concerns;

(4) Maintain records showing procedures which have been adopted to comply with the policies set
forth in this clause; and

(5) Include the *“Utilization of Concerns in Labor Surplus Areas’ clause in subcontracts which offer
substantial labor surplus area subcontracting opportunities.

(b) A “labor surplus area concern”’ is a concern which will perform, or cause to be performed, a substantial
proportion of any contract awarded to it in“ Areas of Substantial and Persistent Labor Surplus’ or in“ Areas
of Substantial Labor Surplus,” as designated by the Department of Labor. A concern shall be deemed to
perform a substantial proportion of a contract in a labor surplus area if the costs that the concern will incur
on account of manufacturing or production (by itself or its first-tier subcontractors) in such areas amount
to more than 50 percent of the price of such contract.

(c) The Contractor further agrees, with respect to any subcontract hereunder which is in excess of $500,000
and which contajns the clause entitled * Utilization of Concerns in Labor Surplus Areas,” that he will
insert provisions in the subecontract which will conform substantially to the language of this clause, including
this paragraph (c), and that he will furnish the names of such subcontractors to the Contracting Officer.

1-805.4 Responsibility for Reviewing Subcontracting Program. Only one Depart-
ment shall be responsible for reviewing a contractor’s Labor Surplus Area Sub-
contracting Program. Departmental responsibility shall be assigned and carried
out in accordance with 1-707.4.

Armed Services Procurement Regulations Concerning Policies and
Procedures on ““Make-or-Buy” Programs

SecTioN III
PART 9—SUBCONTRACTING POLICIES AND PROCEDURES

3-900 - Scope of Part. This Part sets forth policies and procedures for the
evaluation, review, and approval of contractors’ “make-or-buy’” programs,
purchasing systems, and proposed subcontracts.

3-901 General.

(a) Information as to the contractor’s ‘‘make-or-buy’” program, purchasing
system, and proposed subcontracts may be important to (i) negotiation of
reasonable contract prices (see 3-807.10 and 3-808.2(h)), (ii) assurance of satis-
factory contract performance, or (iii) carrying out Government policies regarding
small business (1-707.1), labor surplus areas (1-805.1), acquisition and use of
Government facilities, maintenance of mobilization base, or other policies which
may be appropriate to the particular procurement. Therefore, Government
surveillance of contractors’ “make-or-buy’” programs and proposed subcontracts
is required as set forth in this Part. Where ‘“‘make-or-buy” decisions and sub-
contracting will have a substantial impact on any of the above mentioned factors,
the contractor’s ‘“‘make-or-buy’” program and subcontracting should, to the
extent practicable, be evaluated and agreed on during negotiations. )



