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moo MORNING MR. CHAIRMAN. I AM PLEASED TO BE HERE TO TESTIFY ABOUT 
THE COAST GUARD'S PROCUREMENT POLICIES AND PRACTICES. ACCG1PANYING ME ARE 
MY CHIEF OF STAFF, REAR AIMIRAL IXNALD THCMPSON AND THE CCMPI'ROI.J.ER, REAR 
AfMIRAL WILLIAM KOZLOVSKY. AS CCM1ANDANT, I AM CHARGED BY LAW TO OPERATE 
THE OOAST GUARD IN AN EOONCMICAL, COST-OONSCIOUS AND RESPOOSIBIB MANNER. 
IN THAT EFFORT I AM GUIDED BY THE PROCUREMENT POLICIES OF THE EXECUTIVE 
BRANCH AND THE LAWS OF THE LEGISLATIVE BRANCH. BOI'H OF THESE BRANCHES 
FUNCTION MUCH AS BOARDS OF DIRECTORS 00 FOR PRIVATE CCNCERNS. 'lliE DIRECTIONS 
I GET FRCM MY DIRECTORS IN 1HE PROCUREMENT AREA FOCUS ON THREE MAJOR TIUNGS: 
EOONCMY OF GOVERNMENT, FAIRNESS OF CCMPEI'ITION AND SOCIEI'AL CXNCERNS. 
OVERALL, I BELIEVE THAT WE ARE OOING WELL IN MEETING THOSE REQUIREMENTS IN 
THE CDNDUCT OF COAST GUARD BUSINESS, ALTHOUGH RECXX;NIZING THAT SOMETIMES 
THEY CONFLICT AND MUST BE BAIANCED AGAINST FACH OTHER. 

CN THE MATIER OF ECONCMY OF OPERATIONS I OOULD REPORT MANY SUCCESS 
STORIES. OOE WAS OUR CRFATIVE AND AGGRESSIVE PURCHASE OF THREE SURFACE 
EFFECTS SHIPS IN JUST SIX tvDNTHS FRCM THE TIME THAT MOOEY WAS APPROPRIATED. 
ANOTHER WAS OUR REPIACEMFNT OF A C-130 AIRPLANE LOST ON AN OPERATIONAL 
MISSION IN 1982. BECAUSE OF THE QUICK REACTION OF OUR PROCUREMENT STAFF 
WE WERE ABIB TO BUY A NEW PLANE IN ONLY SIX WEEKS AT A SAVINGS TO 'lliE 
TAXPAYER OF OVER $3 MILLION. SIMILARLY, IN 1983 WE BOUGHT NEW SOLID-STATE 
LORAN C TRANSMITTERS IN A DIFFICULT SOLE SOURCE NEGOTIATION FOR $18 
MILLICN LESS THAN THE CONTRACTOR HAD INITIALLY PROPOSED. 

MANY OF OUR EFFORTS TO INSURE FULL AND FAIR m1PEI'ITION AND TO 
RECOGNIZE SOCIETAL CONCERNS HAVE FOCUSED ON INCUJDING BOI'H SMALL AND 
MINORI'IY BUSINESSES IN THE GOVERNMENT PROCUREMENT PROCESS. 'lliE COAST 
GUARD IS A LEADER IN THE DEPAR'lMENT OF TRANSPORI'ATION IN BOI'H OF THESE 
EFFORTS. 

FOR EXAMPLE, BAY CI'IY MARINE, A MINORI'IY SHIPYARD IN TACCl-1A, WASHINGTON, 
WILL BE CHRISTENING THE SEVENTH OF OUR 140 FOOT ICEBRFAKING TUGS IN 
SEPTil1BER 1984. TO MY KNOWIBDGE THIS IS THE FIRST UNITED STATES NAVAL 
VESSEL EVER BUILT BY A MINORI'IY CONTRACTOR. IN APRIL OF l.AST YEAR, WE 
AWARDED A $780, 000 OONTRACT TO AN HISPANIC FIRM IN HARRISBURG, PENNSYLVANIA, 
FOR UNLIGHTED ICE BUOYS. 'lliESE ARE BUT 1W) EXAMPLES FID1 A SUCCESSFUL 
PRCX;RAM OF WHICH I AM PROUD. 

AS AN EXAMPLE OF OUR WORK TO ENHANCE SMALL BUSINESSES WE HAVE DEMON­
STRATED A HIGH REGARD FOR SMALL SHIP REPAIR YARDS. IN THE PACIFIC NORTHWEST 
SMALL BUSINESS SEI' ASIDES ARE USED FOR AIL YARD AVAILABILITIES FOR MEDIUM 
FNDURANCE ClJITERS AND BUOY TFNDERS. THROUGHOUT 1HE COAST GUARD APPROXIMATELY 
OOE-THIRD OF AIL SHIP REPAIR FUNDS ARE SPENT IN SMALL BUSINESS YARDS. 1HE 
WPB PATROL BOAT PROCUREMENT WAS ALSO AWARDED AS A SMALL BUSINESSES SEI' 
ASIDE. WE ARE ALSO CXM1ITTED TO MAKING THE MID-LIFE MAINTENANCE AVAILABILITY 
IDRK ON THE "B" CLASS 210 FOOT MEDIUM FNDURANCE CUTTERS A SMALL BUSINESS 
SET ASIDE. 



I HAVE INCLUDED A TABLE WHICH DETAILS THE SCDPE OF OUR MAJOR PROCUREMENTS 
IN TERMS OF NUMBERS OF CDNTRACI'S AND AWARD OOILAR LEVELS SINCE 1977. 

TABLE ONE 
MAJOR CDAST GUARD PROCUREMENTS 

AWAROO GREATER 1HAN 
FISCAL YEAR $100K $ 1 M $1CJM 

1977..................... 223 20 4 
1978..................... 189 15 1 
1979..................... 87 40 0 
1980..................... 293 27 3 
1981 • • • • • • • • • • • • • • • • • • • • • 300 20 5 
1982..................... 282 26 5 
1983..................... 302 47 3 
1984 (PARTIAL)............ 167 18 2 

WHILE THIS TABLE SHOWS THAT OUR PROCUREMENTS ARE RELATIVELY SMAIL BY 
SCME STANDARUS, THEY OFTEN OCCUR IN INDUSTRIES WHERE PRODUCTION CAPACITY 
EXCEEDS DEMAND. nus IS PARTICULARLY TRUE IN CAPITAL PLANT PROCUREMENTS, 
SUCH AS REPAIRS OR PURCHASES OF SHIPS, AIRCRAFT AND BOATS. THESE ITEMS 
ARE EXPENSIVE. 1HE INDUSTRIES ARE EXI'REMELY CXMPEI'ITIVE. OOR OOES 1HE 
CXl1PETITION SIDP WHEN THE CDNTRACT IS AWARDED. OUR RECENT EXPERIENCE IS 
THAT IT VERY OFTEN CDNTINUES IN'ID THE GENERAL ACCDUNTING OFFICE OR IN 1HE 
CDURTRCXM. OVERALL, THOUGH, OUR RECORD IN RESIUNSE ID CHAll.ENGES FRCl1 
DISAPPOINTED BIDDERS HAS BEEN EXCELLENT. THE GAO HAS DECIDED 3 PROI'EST 
CASES AGAINST THE CDAST GUARD our OF 43 SINCE JUNE 1981. IN CASES WHERE 
OUR PROCEDURES HAVE BEEN CHAI.LENGED IN COURT IN RECENT YEARS WE HA VE BEEN 
UPHELD IN ALL Bur 1ID AWARDS. ONE OF THOSE 1ID WAS THE WPB PATROL BOAT 
PROCUlID1ENT WHICH IS CURRFNrLY BEING LITIGATED IN THE FEDERAL DISTRICT 
OOURT AND CIAIMS OOURT OF THE U.S. ALTHOUGH DISAPPOINTED BY THAT OOURI' 
DECISION, I THINK THAT THE WPB PROCUREMENT II.LUSTRATES SCl1E OF THE 
DIFFICULTIES WE FACE IN CCMPLEX MAJOR PROCUREMENT. ID PROVIDE A BEITER 
OVERVIEW OF THAT PROCESS, MR. CHAI~, LEI' ME BRIEFLY TRACE THROUGH THE 
STEPS OF THAT PROCUREMENT. A OOPY OF THE TIME LINE DIAGRAM ID WHICH I 
WII.L ADDRESS MYSELF IS ATTACHED TO MY STATEMENT. 

OUR NEXT MAJOR SHIP REPAIR CONTRACT WII.L BE ON THE 378 FOOT HAMILIDN 
CI.ASS OF HIGH ENDURANCE CU'ITERS. WE CAIL IT THE 1'1.EEI' RF1IABILITATION AND 
t-DDERNIZATION PROGRAM OR FRAM. I KNOW THIS m1MI'ITEE IS FAMILIAR WITH 1HE 
PROJECT, AS IT IS THE SUBJECT OF GUIDANCE FRCl1 BOIH HOUSES OF CONGRESS. I 
HAVE PREPARED A TIME LINE FOR THE FRAM PROJECT FOR YOUR INFORMATION. AS 
OF 16 JULY 1984, ALL TECHNICAL AND OOST PROPOSALS HAVE BEEN RECEIVED. 
DURING THE NEXT FIVE t-DNTHS, WE WII.L EVAilJATE FACH OF THE PROPOSALS 
RECEIVED. AFI'ER THAT WE WIIL SEEK CLARIFICATIOO OF THE PROPOSALS, COODUCT 
AUDITS, AND NEG<JI'IATE WITH THOSE IN THE CCMPETITIVE RANGE. 1HEN WE WII.L 
RECEIVE THEIR "BEST AND FINAL" OFFERS. OUR GOAL IS TO AWARD THE FRAM 
CONTRACT BY 1 JUNE OF 1985, IF THIS PROCURF11ENT STRATEGY IS NOI' DISRUPTED. 
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FRCM THOSE 'NJ PROJECTS ALONE ONE C.ANNar HELP BlIT BE IMPRESSED BY THE 
CXMPLEXITY OF THE FEDERAL PROCUREMENT SYSTIM. IDT ONLY IS IT BOUNDED BY 
EXTENSIVE I.AWS AND REGUI.ATIONS, IT IS MANPOWER-INTENSIVE AND EXrREMELY 
TIME OONSUMING. YOU WIIL NOTE FRCM TABLE '!ID THAT WE HAVE INCREASED THE 
NUMBER OF PEOPLE IN OUR PROCUREMENT STAFF, AS WELl.. AS THEIR TRAINING, 'ID 
IMPROVE OUR ABILITY 'ID HANDLE CCMPLEX PROCUREMENTS. 

TABLE 'NJ 
COAST GUARD ~DARTERS PROCUREMENT PERSONNEL 

AS OF END OF FISC.AL YEAR NO. OF PERSONNEL (CIVILIAN AND MILITARY) 
1978 
1979 76 
1980 74 
1981 76 
1982 102 

PRESENT 102 

WE CDNTINUALLY LOOK AT WAYS 'ID ENHANCE AND STREAMLINE OUR INTERNAL 
PROCUREMENT PROCESS. FDR EXAMPLE, WE IDRKED WITH THE DEPAR'IMENT' S PROCURE­
MENT STAFF TO HAVE THE ADDITIONAL PROCUREMENT AUTHORITY, OONSISTENT WITH 
THE FEDERAL ACQUISITION REGUI.ATIONS, DELEGATED TO SCME OF OUR FIELD 
OFFICES. AI.SO, BY AU'l.U1ATING OUR SMAIL PURCHASE PROCEOORES IN ~UARTERS, 
WE HAVE REALIZED ABOur A 20% SAVINGS IN PROCESSING TIME. CURRENTLY WE ARE 
IMPUMENTING ADDITIOOAL AUIG1ATED SYSTEMS WHICH WIIL IMPROVE THE PROCUREMENT 
PROCESS AT ~DARTERS. 

OVERAI.L, I THINK WE HAVE OONE WELl.. IN MANAGING OUR PROCUREMFNT PROCESS. 
I REOOGNIZE THE OONTINUED INTEREST AND OONCERN OF THE CCNGRESS IN 'IBIS ARFA. 
WE ALWAYS HAVE AND WIIL CDNTINUE 'ID SUPPORT, BarH IN SPIRIT AND IN PRACTICE, 
YOUR EFFORTS TO IMPROVE THE PROCUREMENT PROCESS. 

MR. CHAIRMAN, I IDULD BE PLEASED TO ANSWER THE cn-MITTEE'S QUESTIONS. 
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