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ernment officials now ir?resent the contractors with whom they for-

merly did business an _the contractor officials now_represent the
Government in dealing with their former companies. I do not think -

you can expect these people to have the Government's view oint upper-

most in their minds or that we can consider that the overnment’s
Interest will be adequately protected. i o Sl

ILLUSTRATION OF ARMED SERVICES PROCUREMENT REGULATION BEING Usep To
' ‘ PROTECT INDUSTRY - ,

The Armed Services Procurement Regulatibh ( A’SPR )f‘wasrinﬁenxded ‘ e

originally to help Government contracting officers obtain supplies and
‘iiguxpment~ at a reasonable price. It was intended to protect t e public.
dowever, it has become a device to protect industry. Let me give you
- anexample: : S ' i
In conjunction with development of a n

ewfaesign submarine d~*1iﬁﬂe e

T ihan 8 year 8go, & shipbuilder agreed to accept a preliminary

design contract at a 5-percent ¥roﬁt because he would benefit from the
experience gained in the per y 8
there was almost no risk and negligible investment on his dmrt,

- The contracting officer’s position was that the profit guidelines in

ormance of the contract, and because

the Armed Services Procurement Regulation indicated the contractor

- was entitled to a fee of about 8 percent and that is what the Govern-
- ment was required to pay. After a heated argument with me, he finally
- agreed to the 5 percent fee - rovided the contractor would revise his
- proposal so the record would show that the contractor had re uested
the lower fee, In this way he could not be criticized for establishing a
profit lower than the regulations “prescribed” under the circumstances,
In the discussion with this man, he told me that by giving the com-
pany less than the 8 percent allowed I was going against the law. I
said, “Fine, I wish you would write g letter to Congress telling them
I am violating the law by saving Government funds. Also I would
be pleased if you wrote g letter to the newspaper telling them what an
_unfair a;ctidn{ am taking.” = S e
~ You may think this seems fantastic. And, of course, it is fantastic, "
Let me give you another case. . SRRl e
~ This one involves the payment of general and administrative ex-
penses at Government-own y contractor-operated plants, - Lt
Several years ago, in 1964, it came to my attention that the Navy was
paying about $400,000 more each year in general and administrative
expenses (G & A.) for work at two laborafories owned by the Atomic
Energy Commission than the Atomic Commission would pay for
equivalent work, i e ‘ ‘ e R ~
I promptly pointed out this problem to appropriate Navy officials
- and recommended that the Navy reduce a,mountsgaid for general and
‘administrative expenses on N avy work at these laboratories to be con-
* sistent with amounts %a’id by the Atomic Energy Commission. )
- They replied that the Navy paid more for G. & A. expense because
the Department of Defense followed different cosc'prinm%le's' than the
‘Atomic Energy Commission, and that D’eFartm‘ent of Defense cost
rinciples required more to be paid. I was told that the Armed Services
rocurement Regulation Woulg have to be changed in order to permit
the Navy to negotiate lower amounts for G. & A. in line with what :
the Atomic Energy Commission paid. 2 SO -




