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AUTOMATIC DATA PROCESSING EQUIPMENT

Avucust 17, 1965.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. Brooxs, from the Committee on Government Operations,
' submitted the following

REPORT

[To accompany H.R. 4845]

The Committee on Government Operations, to whom was referred
the bill (ILR. 4845) to provide for the economic and eflicient purchase,
lease, maintenance, operation, and utilization of antomatic data proe-
essing equipment by Federal departments and agencies, having con-
sidered the same, report favorably thereon with amendments and rec-
emmend that the bill as amended do pass. The amendments are as
follows:

1. Page 2, line 1, delete , or at the expense of,”.

2, Page 2, line 12, delete “require” and msert in licu thereof “provide
Tor®,

3. Page 3, line 15, following the word “of”, insert “equipment inven-
tory, utilization, and acquisitions, together with an account of”.

4. Page 5, line 22, delete the following: “and other users”.

5. Page 5, line 23, delete “requirements.” and insert in lieu thereof
“pequirements, including the development of specifications for and the
selection of the types and configurations of equipment needed.”.

6. Page 6, line 1, delete the following: “or user”.

1
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I. PURPOSES OF THE BILL

The findings on the impact of ADP previously reported
herein indicate that dynamic leadership of the ADP pro-
gram of the Federal Government is a vital necessity.
Passive, partial, or informal types of leadership have had
their place, but have now outworn their usefulness.!—
1959 Burcau of the Budget Automatic Data Processing
Responsibilities Study.

After 6 years, the type of leadership the Burean of the Budget
(BOB) recommended in this early automatic data processing (ADI)
management study has yvet to be realized. This legislation would
establish the anthority and provide the operational machinery needed
for the effeetive and eflicient management of this costly equipment.

During the vears following issuance of the BORB’s 1959 ADP study,
the Comptroller General has issued approximately 100 audit reports
severely eriical of Government ADP management. Over the years,
Lie has continnously emphasized and demonstrated the need for Gov-
ernment-wide coordination in ADP management. Federal ADP ex-
penditures now exceed $3 billion annually and the Comptroller Gen-
eral conservatively estimates with regard to the equipment. coming
within this management program that approximately $200 million a
year can be saved through the use of long recognized and accepted
management techniques provided in this Jegislation.

This committee recommended similar legislation to the ITouse on
Jine 19,1963 (I1. Rept. 428, 88th Cong., 1st sess.), and that legislation,
as amended (1LIR. 5171), was approved July 18,1963.

II. SUMMARY

The Federal Government is the largest user of ADP in the world
with annual expenditures exceeding $3 biilion or approxinately 3 per-
cent of the Federal budget. There are now an estimaied 2,000 com-
puter systems in use in the Federal Government,

What is ADP?

Automatic data processing (ADP) is the concept. wherel,y a machine
or computer ean accept information or “input data,” process the data
according to o predetermined “program,” and provide the rvesults in a
usable form.

Dato processing computers are either analog, which measure “how
much,” or digital, which caleculate numbers or compare nonnumerieal
data encoded in digital form. Most ADP in use is digital in design,
and it is this type of equipment that. is the principal concern of the
legislation.

The heart of an ADP system is the processor or “main frame” which
contains the complex electronic cireuits which aceept and process data.
The processor in conjunction with inpnt, output, and storage com-
ponents such as a tape unit, & card punch, a memory component, a
printer, and so forth, make up a computer system. The system is
“designed” or “confignured” by combining various of these mass pro-
duced components, the combination depeuding on the particular needs

1 “Report of Findings m§l Recommendations Resulting 1'rom the Antomntic Datn Proces-

aing (ADP)Y Responsiti] Studv, Septemhber 1958-Tune 1969, Burean of the Budget,
p. 20. Reprinted in hearIngs on H.N. 48485, 89th Cong., 1st ress,, p. 590.
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of the user. Most components are general purpose in design and the
system can be programed to perform various functions. About 90
percent of the computers in Government are general purpose. In ad-
dition to the “hardware,” the user must also obtain the instructions
and procedures needed to operate the system. These are called “soft-
ware” and often constitute a substantial portion of the cost of an ADP

system.

The technological evolution of ADP has entered the third geners-

tion. The first generation equipment contained electronic vacuum
tubes while the second generation equipment introduced solid state
transistors. The third generation will integrate ADP with communi-
cations systemns whereby central computers of high capacity will supply
the needs of many users. Overall equipment costs will be substantially
higher but unit, processing costs to the mdividual user will be markedly
reduced. As third generation time-sharing increases, the traditional
agency-by-ngency structure of the Government in terms of ADP man-
agement will become less apparent and less important and the costs
of any deficiencies in Government ADP management will reach stag-
gering proportions,
Current Government ADP management techniques

In the 1950', existing management policies applicable to calenlators,
punched card, and other office equipment. were extended to ADP,
Bureau of the Budget (BOB) concern over ADP management was
usuaily limited to the annual agencywide budger review processes.
Tn 1938, however, BOB began a comprehensive Governmens “ADP
Responsibilities Study®” concluding that “dynamic leadership” in Gov-
ernment, ADD management was a “vital necessity.” The study recog-
nized the need for specialized management of ADP, for Government-
wide coordination, and for acenrate up-to-date information for all
levels of management. A subsequent BOB study in 1965 recognized

many of these same deficiencies.

Despite recognition of this need for a change in the concept of ADP
management as reflected in the 1959 BOB study, overall Government
management. was limited to the issuance of advisory “guidelines to
the various agencies by BOB. Guidelines and bulletins have been
issned on ADDP feasibility studies, lease versus purchase evaluations,
inventory reports, and sharing programs.

Since 1959, the General Acconnting Office (GAO) has issued ahout
100 audit reports revealing serious shortcomings in the acquisition

and use of ADP in various departments and agencies as well as ADP
acquired under cost reimbursable contracts at the expense of the Gov-
ernment.  Most of the deficiencies constituted violations of BOR

euidelines.

The need for Qovernment-wide coordination in. ADP management
Coordination is fundamental to good management, as has heen

proved in Government and brsiness mmmerons times. The Secretary

of Defense has applied this concept to a number of functions of DOD

achieving significant improvements,

On fonr occasions, in 1958, 1960, 1963, and 1964, the GAO has sub-
mitted comprehensive ADP management studies to Congress illustrat-
ing the improvements that can be made throngh Government-wide

coordination in ADP management.

The studies, backed up by the

specific findings of mismanagement as illustrated in almost 100 other

8
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4 AUTOMATIC DATA PROCESSING EQUIPMENT

audit reports, support the proposition as einbodied in 11.R. 4845 that
certain aspects of Government ADP management be coordinated on
a Government-wide basis. Through this approach, the Comptroller
General conservatively estimates with regar({) to the ADP equipment
that would come within this management program that savings of
Letween $100 million and $200 million annually will be realized—
without compromise in user agency selection or use of equipment.

E /fccti;'c Government-wide management of ADP provided by ILR.
.48.‘5

ILRR. 4845 delineates the responsibilities of BOB, GSA, and the De-
partment, of Commerce and provides a stronger organization plan for
Governinent ADDP management. Thebill maintains BOB’s traditional
control over fiseal and policy matters. Action by any agency under
this legislation would be subject to either approval or review by BOB.

GSA, in line with its traditional authority, is delegated operational
responsibilities for coordinating Government ADP under H.R. 4845.
GSA would administer an ADP “revolving fund” which should J.vo-
vide (1) more adequate management information, (2) optimum utili-
zation, and (3) economic acquisition of Government ADDP.

The National Bureau of Standards wonld offer technical support
to the management program and will work toward ADP compatibility.
The authority in this legislation wonld supplement the Government
research effort in coordination with other Federal agencies.

H.R. }845 would provide a continuous flow of recurring data needed
for effective and cfficient management

Presently BOB issues only an annual inventory report wholly in-
adeqnate for ADP management purposes. Inventory and fiscal in-
formation is needed to maintain policy and budgetary control, in-
crease utilization, and provide more economical acquisition of equip-
ment. Under this legislation, GSA would establish such a compre-
hensive inventory. This inventory coupled with the fiscal information
flowing from the operations of the “revolving fund” would afford all
levels of Government with more adequate information necessary for
effective and efficient management. The availability of information
on prospective Government requirements should also provide for
fairer competition among all ADP manufacturers.

Optimum utilization of Government ADP

There is widespread waste in available but unused Governiment ADI
equipment time. On June 16, 1964, BOB set up an ADD sharing pro-
gram under GSA. This legislation would, however, substantially im-
prove the effectiveness nnd efliciency of GSA’s interageney coordinat-
ing cfforts. GSA would also he authorized to establish multiagency
service centers to furnish ADP capacity to several users.

More economic acquisition of ADP :

This legislation would strengthen the Government’s bargaining posi-
tion in acquiring ADP. The Government now obtains no special ad-
vantages as a volume purchaser, Under the GSA supply schedules,
price determinations and procurement aredivorced. To obtain volume
discounts, the Government must have volume procurement rather than
a piecemneal agency-hy-agency procnrement.

The traditionally accepted solution to this type of problem hasheen
the “zingle purchaser” concept. The Govern:nent would he in a

N -
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stronger Largaining position were all its ADP pmchase and lease
money in “one pocket.” Whenever feasible, general purpose com-
ponents, including those nsed in specially designed ADY systems,
wonld be acqnired under a volume procurement program. Government
software acquisition could also be subjected to more orderly proonve-
ment procedures. ,

The revolving fund would be nsed to consolidate volume acquisitions.
GSA wonld acquire the ADP systems selected by the management of
the agencies and, in effect, the agencies would then lease equipment
from the GSA revolving fund reimbwsing the fund perivdically at
rates reflecting the use value of the equipment. GSA could obtain
direct appropriations covering overhead expenses incident to oper-
ating the revolving fund.

Usefullife to the Government as a whole

In addition to volume procurement, Government-wide coordination
would provide an effective means for making “lease versus purchase™
evaluations on the basis of the henefit to the Government as a whole.
Lease versus purchase evaluations should be made from the standpoint
of the estimated nseful life of the equipment to the Government as a
whole rather than the estimated period of applicationof the initial user
agency. \tthistime, lease payments generah y equal the cost of owner-
ship within 214 to 414 years although the useful life of most ADP
equipment. is estimated at between 5 and 10 years, The Government
has countless needs for ADP and the GAO logically suggests that
the estimated period of applieation by the initial acquiring agency
may not constitute a realistic estimate of the economic useful life to
the Government as a whole. It is not unrealistic that officials cogni-
zant of Government inventories and needs could not, on a sound, busi-
nesslike bagis, attribute secondary usage potential to selected systems
which have long-range utilization within the Government. Ton often,
at present, the Government in a period of from 2 to 5 years pays rentals
approximating or even exceeding the purchase price—but ends up not
owning the equipment which might have considerable econonnic life
i it And, asswming that some further utilization did not develop,
the Government conld get the benefit of some return on inves‘ment
throngh the sale of the equipment as surplus property.

The revolving fund would have other advantages. As an example,
those systems with the highest comparative purchase advantage for the
Government, as a whole could be purchased while systems offering less
purchase ndvantage conld be leaced. There may not always be suffi-
cient capital for the Government to purchase all its ADDP which should
be pnrehased.  Rudgetary considerations and funding problems in the
agencies should not interfere with the purchase on a priority basis of
that equipment having the greatest purchase advantage,

Facmptions for national sccurity and defense

ILR. 4845 is aimed at, general purpose conmercially available ADP
systems and components.  Specially designed components forming a
part of tactical weapons or space systemns which have no general pur-
posa applicability are not involved in this program. However, gen-
eral parpose commercially available ADP components used in con-
junetion with specially designed components and as parts of systems
with unique scientifie, cryptologic, or wilitary applications wonld
come within provisions of this legislation for acquisition, inventory

1, fept, $02, §0-1——8
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control, and potentinl secondary usage although such components or
systems migrht not he awvailable for sharing.

The Administrator of GSA is avthorized to exempt individnal sys-
tems from provisions of this procram to avoid compromise of our na-
tiomal security or defense andtonszure economy and efliciency. Asthis
entire management program would be under the policy control of the
BOB and the express direetion of the President, 1t i not necessary or
advisablo to authorize cliseretionary aulhority in ageney heads to ex-
empl equipment from the progtam.  Tho Administrator is fuviher an-
thorized to delegato authority extencled Lint under this legislation to
tha extent. hhe considers necessary and. desirable for the orderly imple-
mienlation o f the program.

Conclusion

This legislation is essential to effeative Government, ADT manage-
ment. Based upon two comprehensive BOB ADE management. stud-
ies, about, 100 General A\ cecounting Office audit, reports, snd 3 years of
activa invest igation by this committee, the time has come for Congress
to take rensonable but effective action to assure the establishment of
eflicient ADT management in Government,

ITI. DISCUSSION

The Federal Government. is the lavgeest user of avutomatic data proe-
cssing in the world.  Amnnual Federal ADP expenditures exceed $3
billion, or approximately 3 percent of' the Federal budget. “Lhe tax-
payers present investment m ADP is unknown.  But, at this time,
ADPusage in the Government is doubling about every 3 years and
iz expected to incrense indefinitely.

Tho livst all-electronic compiter was constrneted during World War
I1 and delivered fothe Army Ordnance Corps in 1945, UNIVACI,
the firsk computer with general data processing capability, was in-
stalled ot the Bureau of the Censns in 1951, In 1954, there were 10
compufer systems in operation within the Federal Government. By
1962, the nuimber had increased 0 1,000. There are now at least 2,000
And, these figrures do not include an estimated 1.000 to 2000 systems
contraciors havo either Teased o purchased at the Government’s ex-
pense. Nor do these totals include computer components forming a
part of tactical weapons and defense systems or operational elements
1n missile and space vehicles which are not inclided under this manage-

meni program.
A Wuar Is ADP?

Auntomatic data processing isthe concept whereby a machine or com-
puter can accept information or “input data,” process the data accord-
1ng toa precdetermined “program,” and provide the results in a usable
form. In an automatic data processing system, the electronic com-
puter is the heart or focal pointof the system. An ADP system con-
sists of & number of comyponents includmg input, processing, storage,
and ontput. devices. Data processing computers are either analog or
cligital in design.

21004 Inventory of Antomatic Data Processing Lquipment in the Federnl Government,
Bureau of the Budget, July 1064,

¢ .10
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ANALOG COMI'UTERS

Aualog compnters measuve. “how mmeh.”  Analog compuiers use
electric current coupled at times with mechanical devices to simulate
the variable factors of some action, circumstance, or phenomenon
which cannot be eff'ectively measured or evalnated directly, or the fac-
tors of some hypothetical problem or mathematical equation. The
analog computer correlates the relationship between these factors and
furnishes a measure or magnitude (how much) of whatever resnltant
the computer operator seeks to obtam. In the past, analog computers
have been principally used in scientific work and make up ouly a small
percentige of the compnters now in use.®

MGUTATL COMPLIERS

Most computers ave digital in design.  Digital computers caleulate,
compare. and process information. They are essentinlly electronic,
arithmetical, ealculating machines with the additional capacity to
compare, arrange, sort, store, and identify data. Digital computers
can be used in my arex of human endeavor where compnutations are
requived or information of any kind has to be processed or simulated,
The basic concept of the digital computer has long been recognized
and is relatively easy to understand, but the electronic cirenitry and
the manufacturing technignes implementing these concepts are new
and exceedingly complex.

BINARY NUMBERS SYSTEM

Digita] computers genevally use the binary (base 2) numbers system
ather than the decimal (hase 10) system we normally consider as the
only natwal appronels to avithmetie.  Theorvetically, a digital com-
puter miight he designed to any nnmbers base.  However, the binary
system is easiest.  Only combinations of two svmbels, €07 and “1%,
are needed to express any number—no matter how large.  Under the

decimal numbers system, 10 different symbols ave used to represent.

the series of magnitudes from zero tonme.  Then for magnitudes of

10 and above, these same migue number symbols are simply reposi-

tioned.  Tha binary system Totlows the snme approach exeept that the

veuse of symibols heging with “2*7 rather than #10”, as follows:

Decimal @ Rinary
e o e e e e e 0
S 1
e e e et e e oo ot = e e e e o o e e S0 . e e e e 10
o 11
oo 100
D e et e e e — - -~ 101
B e e e e oo et e e mmm e e e e 2 110
e e e = et e o ot e 111
e e e e oo e e e e e o e 1000
e e e e e m e - —m—— e m 1001

e e e e e e e 2 e e e e e e 1010
S — e 1011

3% he *Assantt’ on Fortress IBM” Fartune, vol, LXIX. No, 6 (June 1964), p. 207 :
“There 8 the atnlog-computor industey, whose 1963 volume was aronnd $15 millon and
whose sules are growlng ot hetter than 15 percent a year.  The annlog unlike the digital
computer dnes ol connt sequentlinlly and hiag no memory, bhut It compires many quantities
simultaneousty, and o {nrm‘hlcw 1 swift way of looking at a complex system all at once,
In 'remd tisne,* It 1s Indispensable In sueh j‘obx as wilitary fire control, and Is nch used
In stmalatlon. The MM of the nnnlog-computer fndnstry I8 Bleetronies Assoclates of
Long Branch, NJ,, wiieh last year carned aboot $2,200.060 on $20 million sales, Bome
others In the ficll are grun Instruments, Veeder-Root, and Westinghouse,”
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The advantage of the binary svstenu is also that the 0™ and the 41%
tie in neatly with the mechanical and electranic concepts aronnd which
the computer andits satellite components are designed.

ADD SYSTEM MADE U OF COMPONENTS

Various contponents malke up an ADP systemi. The principal com-
ponentof the digital computer is the processor or “muin frame.” The
processor contains complex eleetronic cirenits which ean aeecept and
process digital information. Insimplest terms, each of these electric
circuits contoiins a switch. The switch may be closed or open, and
depending on the position, electric current flows or does not flow
through the circnit. The position of the switch and the flow of cur-
rent correspond to the 0 and the “1™ of the binury numbers system.

"The processor or main frame accepts “input®’ information usnally
fed nto it from punched cards or magnetic tape components.  On the
punched cards at predetermined locations there is either a hole through
which an electric contact ean be made, or there is the absence of a hole
so no electric contact can be made.  Similarly, on magnetic tape there
is either a magnetized spot or the absence of such a spot.  On both
the card and the tape, the presence or absence of a hole or magnetized
spot corresponds to the binary numbers systent symbols, “0** and 1,”
and, therefore, the open or closed circuit deseribed above.

The processing unit, having received the infornation, processes the
information according to the prograimned arrangement of the electronic
cirenitry. This program of instructions, together with part of the
data to be processed, is stored in the computer system’s memory com-
ponent, In the most popular type of memory component, tiny ferro-
magnetic cores are used. "These are either positively or negatively
magnetized, depending upon the direction in which electricity passes
throngh them. As in the case of the other components ceseribed
above, these two conditions likewise correspond to the #0” and the “1”
in the binary numbers system.

One informational channel consisting of one series of these units—
that, is, a single circuit, one memory core, or one position on a card or
tape—would have practically no processing potential. But use of n
group of these informational channels, in parallel, provides this poten-
tial. With the addition of every informational cﬂmmcl in the proc-
essor, a larger digital number ean be handled.  The combinations pos-
sible throngh the use of several parallel channels ave sufficient to en-
code each of the letters of the alphabet. As a result, large numbers
and words can be fed into and processed in the computer. TFurther-
more, in & memory component, hundreds of thousunds of cores can
be arranged to store and retrieve vast amounts of digital data or en-
code first letters, then words, and thereafter long progressions of
information,

After processing. the information obtained is transferred to an-
other computer wnit, the “output” component, which may be a tape
unit, a card punch, a printer, or somne type of visual display. If
necessary, this unit can translate the information from binary terms
into words, the decimal system, or some other usable form. Or, rather
than “reading out” its results, the digital computer can be a part of
a control systent wherein information is fed into the processor on a
“real time” basis and the results almost instantly transferred to some

control mechanism, “

. , o
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Certain digital computer components are also used in conjunction
with special scientific elements of unique design for scientific studies
and investisations.  Also, computers, or compoients thereof, may he
conpled with cryptologic devices in security or intelligence work.

MASS PRODUCED COMDPONENTS

ADDP manufaeturers mass produce the various components that
mke up a computer system.  ADDP svstems are “configured™?* (at-
tached by cables and essentially “plhigged” together) by combining
the mass produced components previously described necessary to meet
the requirements of a particular user. The task to be performed de-
termines the arrangement, number, and type of components that malke
up & computer system. For economic and ‘competitive reasons, only
tho smallest systems are designed and manufactured as a single unit.
Since a system is made up of separate components, the custonier is not
asked to pay for punched card, tal})e, memory, priter, or other com-
ponents or eapacity not needed in his particular application.

GENERAL PURPOSE COMP'ONENTS

Most. ADP components are general purpose in design and ean be
nsedd i o variety of applieations.  Most. digital computer systems can
be programed to perform a wide variety of functions—administrative
and technical. That equipment desigued to be used in these various
systems for the performanee of ditferent functions is known as “wen-
eral purpose? eqnipment. About 90 percent of the computers in Gov-
crimment are general purpose,  The table on the following page has
been included as an indication of the varied applications of the generul
purpose ADP systems of which the Government has 10 or wore. Spe-
cially designed equipment for unique seientific and technical purposes
has been decreasing,  Computer mannfacturers constantly sirive for
flexibility in the design of their components in order to give them us
broad a potential application as possible.

Under the coneept of “general purpose” equipment, the combination
of mass produced components can be easily altered to perform any
task within the busic system’s maximum capaeity without rebuilding
the processor or internally modifying the individnal component parts
even though the system may have heen originally configured to per-
form one particular narrow function. If additional memory is needed
for a new application, additional memory components can usually be
added, If additional reading capacity is required, additional punched
card or tape units can be obtained. Similarly, unnecessary compo-
nents can be easily discarded. |

SOII'WARE

Ones a user has aequired an ADP gystemn, complexities avise relat-
ing to its use. ADI systems require complex instructions to operator
and machine, OQperations must. he charted in proper sequence and
the systent set up or programed to perform the necessary funetions
to achieve the desired resnit.  To fulfill the needs of nany users there
are also “eanned” programs written for general apphication which
often require only ninor revisions for any particular application.

¢ Phe term ‘desien’ 1 sometimes used to denote what is really configuration. A com-
ponent ig “designed” by the manutneturer to operate {n n cortnin manner., A system s
o eonfigurea” by comhining the cnmﬁu.tts into an nrrum..i‘&t for & particular applleation,

Aruitoxt provided by Eic:
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Tho ancillary techniques and aids needed for proper utilization of an
ADP system are commonly referred to as “software” In nost in-
stanees, manufacturers’ sale and lease prices include software. The
costs attributable to software in the case of some ADP equipment
may exceed that of the “hardware™ or, in other words, of the compo-
nents of the system,

DOMINATION OF ADIP INDUSTRY BY 1BM

]

There have been some 23 Awerican ADP manu fachurers, of which
about. 20 ave enrrently manufacturing equipment which has been
ordered. "There are approximately 25,000 computers® of American
manufacihure in use in the world and an estimated 10,000 additional
gystems on ovder. International Business Machines (1BM), although
operating under a 1956 antitrust consent decree © dominates the mar-
ket with about 75 percent of the business’ UNIVAC Division of
Sparry Rand, Burroughs, Control Data Corp., RCA, Tloneywell,
National Cash Register, and General Eleetric are other principal
suppliers.  Other manutactwrers include: Addressograph-Maltigraph
Corp, Advanced Scientific Instruments, Autonetics, Bunlker-Ramo
Corp., Clury, Computer Control Co., Digital Equipment. Corp., Friden,
I'T'T, Monroe Caleulating Machine Co., Phileo, Raytheon, and Seien-
tific Data Systems, Ines

LEASING OF ADDI LQUIPMENT

Following a practice originally favored by ADP manufacturers in
the 1950%, u Tnrge percentage of ADD equipment is leased.  Monthly
lease rates can be as Jow as several hiundred dollars, but increase
sharply with the size of the system, Alouthly rentals of from $25,000
to $75,000 are not uncommon. Some of the more complex, sophisticated
systems have monthly rentals of from $80,000 to $100,000. Purchasing
prices vary in a corresponding degree, beginning with as low ns $25,000
and going as high asseveral million dollars for one system.®

ADP systems are designed to opernte ona three shift per day, round-
the-clock basis.  Formost equipment nsed in Government one hundred
and seventy-six howrs per month (8 henrs o day times 22 working
days) is considered one shift, Although leasing agreements vary from
nianufactnrer to manufacturer, the user pays for this basic shift time
as well as for use of the equipment, in excess therveof. In the last 2
to 3 years, while ADD lease and purchase prices have been ot herwise

& eMonthly Computer Censug,” Computers and Automatian {Aprll 1965), p, 56,

O LS v BN (CIvil Actlon T2-3844, Su, Dist, NJY L), thal judgnnent entered Jan., 23, 1956
subseqient order entered Jdan, 14, 1963,

T Fortune, op, clt., p. 1138,

Eorfonthly Computer Censns,t op, elt.

® Apparently all Goveriment leases are withh the manuficturers,  In leaging to pricate
industrey, the manufacturers are now experiencing some competition from ALY leasing
firms,  Aeeordinge (o Fortane magazine

“They [the leasing companles] operate on the prentlse that 1 computer at the right price
Ims o longer ceononte e than 18 assmned In the monnfactnrer's rentals, which recover
the list prlee of the machine tn 495 to 50 month<.  The leasing companios iy the ase]
machines at g discount awt rent them (o eustomers at reduecd rates,  Largest in the tiekd
seems to he Buothe Leasing Corp., & subshilfary of Greyhoutul Corp., whese moxt popnlar
Pl provides s minimium saving of 10 pereent.  Boothe does not plan to cocover is
{nvestwent from ity first customer with such a deal, but expecte altintely to ind anotlier
liome for the machine; and It offers various sclicmes that encourae the renter to use the
compnter Intensively,  The rate for the fivst 3 years, for exemplie, may provide litde save
Ings If the maching 1s used only one shift during the day, But it s chestper thuan the
mannfaeturers” rates for two shifts, still cheaper for three shifts.  lu any evont, after
thu. third year the rent goes down steeply.  Such plang, if pepnlar, conld upset the lodus
try's current price stroetire, whiclh compels n company to poy just ns much rent for a
G-year-old machlne as for the saine mode] brand-new’ (Fortuni . op. cit,, p. 207).

15
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immune from normal competitive forces, there have been reductions
in extra-shift lease rates, and in some cases extra shift charges have
been eliminated.

PHIRD GENERATION ADP

The early ADI systems of the 1950°s with thonsands of elect ronie
vacinim tubes requiring extensive air eonditioning capacity o keep
them at a satisfactory temperature level were lnrge and cumbersome.
‘These vacuum tube systems are referred to as “first generation™ equip-
ment. Tnthe late 1950, ADTP entered the “second generation™ when
small solid state transistors replaced the vacimm {ubes which lessened
the need for vast aiv conditiong capazity to keep the equipment cool.
"This led to improved construction technignes which, conpled with ad-
sancing cirenitry design and other improvements in the “state of the
art,” resulted in equipment of inereasing speed and eapacity. Most of
the equipment now in use is “second generation.”

The “third generation™ is close at hand. As one leading ADI” ex-
pert described this coming generation:

Iuge new machines with fantastic memories and arith-
metical capabilities linked to numerous smaller satellite ma-
chines and serving literally dozens of users simultanennsly,
are on the horizon at even lowor cost.'

With the arrival of third generation ADD equipment, comniunien-
tions systems will Tink large, Tast, high-capaeity data processing sys-
{ems to oflices and laboratories of mimercus nsers. ‘These users, instead
of acquiring an ADP sysiem or visiting an ADP service center, will
feed problems or information to be processed into the central computer
system over a communieations system., The user wonld have installed
in his oflice or laboratory an input-output component no more
conspicuons than conunonly used teletype units found in business of-
fices throughont. the world. The user sould either receive an im-
medinte response over this unit installed in his oflice or laboratory
or the information could be acennmlated for periodic processing, re-
corded on tape or punched cards af the ADP center, or a printed
response could be mrepared at the center and mailed or otherwise
aehivered tohim.

The technical anc.. ~nomic feasibility of this linkage of ADP with
communications has been proved. The ever-increasing complexities
of business and Government demand the fuller exploitation of ADI
potential in practically every field of human endeavor. Theeconomics
of ADP design and manufacture make this third generation approach
inevitable. However, sccond generation, or even earlier equipment,
will not become obsolete overnight. Most equipment has an cconomie
useful life which extends far beyond the point of its technical obso-
lescence. In a narrow sense, at present allmost any ADP system. by
the time it is off the drawing boards and in production, is technically
obsolete. A determination to change equipment for some more ad-
vanced system should be based on the need for larger and faster
capabilities. All ADP applications will not require the most ad-
-anced capabilities thereby justifying the additional expense—particu-
larly if the costs of the older equipment have been fully amortized.

w Rabingon, Dr, TTerbort W,, *The Outlook for the Antomatle Datt Proeessing Tndustry
and the Rele of CE.LR,, Inc' Remarks before the New York Socioty of Scenvity Analysts,
Nov, 16, 19684, See hoarings on ILR, 4845, p, 210,

LRIC at
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Thus, the advent of more advanced systems with greater speed and
capacity will not abruptly diminish the economic value of present
ADP. A gradual change, however, is inevitable.

Larger coniputers are more eflicient per unit of work, They process
information faster and have larger processing capacities—but they
cost move. So, to obtain the efliciency inherent in these larger new
compnters, they must be kept busy. As a result, fewer units of
Government (or business or industry) will have sufficient requirements
for processing capacity to justify sole utilization of individual systems.
The potenti:ﬁs of the larger computers now in the offing which can
be integrated with communications is so great that full utilization of
one system’s maximum eapability is suflicient to fit the needs of
scores of potential users. And, the use of the maxh um potential of
a third generation system nnder conditions of optimum efliciency
can result in a phenomenal reduction in ADP costs to individual users.
This greater potential and lower cost cannot be ignored by either
business or Government.

As third generation time-sharing increases, the traditional agency-
by-agency structure of the Government in terms of ADP management,
will become less :q)})m'ent and less important. Systems design will
depend more upon the fnnctional reqnirements of the users than their
identity or jurisdiction. The need for Government-wide evaluations
as to acquisition and utilization of equipment will becomne so pro-
nounced as to make any narrower approach prohibitive. The waste
inherent in mused potential and errors in application or equipment
selection will be staggering.

B. Crnnext Goveryareyt ADP Mavacesest Trcnxiguis

At this time, ADP has many varied applications in the Federul
Government. As classified by the Bureau of the Budget,* present
applications fall into the following general eategories : material, facili-
ties, financial, personnel, and natural resources management; opera-
tions ; operations control and snpport; scientific; and engineering, For
the most part, the Government ADP listed in the nontechnical cate-
rories is used to perform cumbersome, routine administrative tasks
involving large volumes of data, Withont considering any classified
applications in defense and security agencies, comparantively little Gov-
ernment ADP is part of advanced management systems directly in-
volved in the decistonmaking process.

During the 1950%, existing management policies applicable to cal-
enlators, punched eard, and other office equipment were extended to
ADP. BOB concern over ADP management. was usnally limited to
the annual agencywide bndget review processes.

BODB policy responsibility for departiment and agency management
Talls wit{:in two distinct though closely related areas. First, nnder the
Budget and Acconnting Act of 1921, as amended,’* and the Budget
and Accounting Procedures Act of 1950, ns amended,*® the BOB is
authorized to “* * * assemble, correlate, revise, rednce, or increase the
requests for appropriations of the several departments or establish-
ments.” In other words, the Burean of the Budget maintains the
power of the “purse strings;” and, collaterally, has responsibilities to

11964 Inventory of Automatle Data Processlng (ADP) Eanipment {a the Federml Gove
ernment, Burean of the Budget, July 1904,
142 Stat, 20:31 US.C, 1, |
1364 Stat, 832: 41 U.8.C. 1, |

11, Rept. S02, §0-1——23 17

—
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investigate, coordinate, and improve the management of the varions
departments and agencies.

ADT MANAMEMENT STUDY BY ROB IN 195X

In 1953, BOB took note of the many specific problems inherent in
ADDP management.  In September of that year an “A DI Respon-
sibilities Stndy™ was hegn, to be conpleted i June the Tollowing yeare,
The findings and recommendations in this 1959 BOB ADD stuly.
portions of which are gnoted thronghout this report,™ constituted a
realistic evaluation of what was wrong with Government ADP nan-
agement at that time and what had to be done. ‘The stndy recognized
the need for specinlized management of ADP, for Govermmnent-wide
coordination, and the fundamental importanee of aecurate, up-to-date
information for all levels of management. “Dynawie leadership’
in Government ADP nunagement. was fonnd to be a “vital necessity.”
And, as long ago as 1959, this BOB study concluded that “passive,
partial or informal types of leadership have had their place but have
uow outworn their usefulness.”!°

Unfortunately, the concept of “dynamic leadership” envisaged in
this early report nmever came about. To a significant degree, the
recommendations in this 1959 study were to be repeated in a sub-
sequent study BOB undertook almost 6 years later.® The principal

W For the complete text of the “Report of Findings and Recommendations Resulting
from the Automatic Data Processing (ADP) Responsibilities Study, September 1058 to
June 1959 (conducted under the direction of the Bureau of the Budget)' sece henrlngs on
H.R, 4845, p. Ho7.

181950 BOB ADP study, p, 20.

1 The 1959 BON ntudy contemplnted thnt BOR would nndertake the following:

*“The Burean of the Budget with the nidvice nnd nssirtnncee of agencies will nssert hrond.
general leadership nnd coordifnntion of the ADD program in the executive hranch. This
will Involve Government-wide respongibflity for the following:

**(1) Using estnhlished llnes of communieation, existing orgnnizationnl relntionships nnd
its membership on the Polley Committee for the Joiut Accounting Improvement I'rogrim
nid other such groups to insure effective internal and Governinent-whie coordinntion of the
ADD progrnm with relnted programs nud nctivities.

*(2) Formulnting and promulgnting polley, criterla, and planning guidance for the ADI?
progrnm of the Government,

*(3) Plnnning and coorainating the implementation of Government-wlde ADY orienta-
tion and_tratning.

*{4) Estnhllshing Government-wide formulng for costing ADP appllentions and review-
fnz and analyzing snmmnry cost datn In terms of dollnrs and of manpawer uttlization.

'(5) Foster{ng. promoting, nnd coordinnting the interngency sharing of ADP cquipment.

“(6) Developing specific plnns for an experimental computer service center nod, if
deemed fensible, taking netion to nssure the erention nnd operntion of the anme.

*(7) Coordinating ADP resenrch and development grngrnms of the Government,

*(8) Providing lendership In 1 Government-wide effort to nllevinte the prohlems of 1n-
cnm‘pntlhn!t_v of ADP equipinent,

(M 1ostering nnd promoting studies which will lend to minimizing the vulnernhility of
ADDP enuipment to snhotnie, enemy nttack. or nnturenl disnster.

. Opernting n Government-wide ADP Information Exclinnge,

*(11) Sponsoring the continuntion of the Interngency Committee on ADDP and nssuring
its effective utilization.

*(12) Reviewing nnd ngsessing progress of ADP progrnms in selected acgencles nnd for
the Government ns 11 whole,

(13} Fostering and promoting desirnhle stnndnrdizntion in ADP systems which nre
commot to all agenclexs.

*{14) Using existing information gonrces and ohtnining such ndditionnl satnmnry Infor.
nintion ag may be esential {o the c@ective performnnce of the responsibilities assigned™
{1959 BOB ADP study, p. 4: hearlngs on H.R. 4845, p. 674).

The 1985 BOR study contnined the following recommendations rc-ln‘lv-: to the BOB:

CuarTeR 1

“In the development nud nppliention of policles, guldelines, and criterln, the Lmean of
the Rudget will use a elass{fiention system which recognizes the essentlnl differences among
cotuputer Installnttons.  The patiern of clnssifiention suggested hy the nnalysis made dur.
Ing this study will serve ns the bisls for developing thls systens.”

CuAprTENL 2
“1. The Burenn of *he Budget will develop n hrondly bnsed program of contlnuous evalu-

ation of eomputer 1R_v:utemrx. to provide nn nosessment of nccomplishnients and to serve ns a
recurring source o Informntion for the development or revision of policles and guldelines,

«p \NR
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reason why the management concepts in the 1959 BOB study were
not fully implemented was the need for legislation. The study recog-

The responsibility for conducting evaluations and preparing appropriate reports will rest
with the agency immln. in anccordanee with thelr normal minagement rexponsthilities.

“2. The Bureau of the Budget will develop criteria to assist in evalunting both systems
destgn and various aspects of system performance.”

CHAPTEL 3

“1, The Burean of the Budgzet will extabilish an Interngenzcey group to study and develop
vost principles to be applied uniformly by agencles in establishing prices for shared coin-
puter time and services,

“2, 'Flte Bureay of the Budget will contiiue ita evaluntion of the service center coneept
to deterniine a proper course of aetion to be taken,

3, The Bureau of the Budget will, with the assistance of the majfor agencles concerned,
nndertnke a study of the problems associated with the use of contractor orgunizations for
providing services reluted to electronic data processing activities, with a view toward
developing poltcles, gnidelines, or actlons that the stwdy niny indlcate are needed.”

Cuaprat 4

"1, The Burenu of the Budget wlil provide for the publication of criteria, guidelines, or
regulations covering the xelection of electronie data processing equipment. It will do this
thlrl}mch new fasnances or by expnnding upon cenrrent fsrunnces, covering the following
suhjects :

“n, 'The prepnration of svstem specifientions, tncluding benchmark problems, to he fur-
ulshed equipment suppllers in requesty for proposals,

“b, Evalnation of suppliers’ propossls.

‘¢, Compatibility conslderationa,

“d, Congtderation of excess und surplus equipment.

‘o, Distinetions to be made between additions. replacements, and modifications when
seleetion polictes and criterln nre appled, -

“f. Interagency sharing of experlences In the seleetion nad performance of equipment.

CnarTeEr 7

“1, ‘The Burean of the Budget will assume overall lendership of an execative hranch pro-
{.:rnm for the standardization of antomatic data processing equipment and techniyues for
ts use. In the fulfiliment of this responsihility the Bureatt will ¢

*u, Establish standardization pollefes and oblectives.

“h. Insure that the American Standards Assoclation program for the develupment of
voluntary Amerfcan standards for automntic data procesging equipment and techniqnes
recelved more adequate support tay the Federal Goveranent,

“e. I'rovide for approprlate Government use of Ameriecan ADP standards approved hy
the American Standards Associntion, when {t fs In the best tnterests of the Governmenry
und the Nation to take this nction.

“d, Provide for the apbroval and {mplementation of Federal ADP standards fu those

Instances in whieh the needs of the Goverrninent would not be served by udoption of volun.

tury Amerfean stundards npproved by the Amerlean Standarde Assoctntion, or interim
standards are needed{wndlng ndoption of an American standard.”

*“3. The Bureau of the Budget will assume overall leadership of a program for the
stundardization of data elements In common use in the Government and the codes used to
represent those elements. In the fulfillment of this rennunslblllt{y the Burean will:

“n. Invite agencleS to submit information and recommendations concerning data ele-
ments in cormmon use that should be considered for standardization.

“h. Assign responsibility for the studies necessary to establish the feasihility of stand-
ardizntion of data elements and codes.

¢, Make provision for the approval and implemeatation of stnndurd data elements nnd
s, the nse of which involves two or more agencles.

1. Muke provizion for the revision of standard dnta eletnents and codes when cirenm-
stanees Justify this action.”

Cuitarren 9

*1, The Burcau of the Budget will revise its current polloles to provide that (n) extab-
lished criterla with respect to the purchase or rental of nutomatic data processing equip-
ment shall he applied in determising costs to be relmbursed ynder cost-reimbursement
type contracts, and (b) agencles will inclyde equipment operated by thetr cost-relmburse-
ment type countractors in intra-agency uhnrlnﬁ arrangements,

“2. The Burenu of the Budet, tn cooperation with the Department of Defense, Natlonal
Aeronautics and 8pace Administration, Atomic Energy Commission, General Services
Administration, and other agenctes will undertake tbe development of reporting procedures
‘o obtain an fnventory, together with reiated data on conts, of nutumnatic data processing
equipment and services provided under cost-reimburscment type contracts. ‘This informa-
tll:)n tslunl\:)d"he incorporated in the ADP management information systein recommerded in
zhapter 10.

Cuiarrer 10
“The Burenu of the Budget will undertake the de\'olornlent of n broadly based ADP
management jnformation system as a matter of high priority, and will seek the advice and

ussistance of those ageneler most vitally concerned, fucluding atfenclen with Government-
wide responsibilities. such as the Genernl Services Administration and the Civil Bervice

er
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nized, but did not emphasize, the possibility that legislation might
be necessary. Those making the study were perhaps unrealistically
optimistic i1 believing that a program of the magnitnde they en-
visnged involving all agencies of (Government and bilions in tax
funds conld bo Brought abont without statutory definition of the
“clear delineation of responsihilities and [the] organization plian® they
considered essential. The 1959 BOB ADP study was strong and
clear as to what had to be done, but relatively wealk and ineflective as
to howtodo it.
BOB MANAGEMENT GUIDELINES

BOB has issued ADT management “guidelines.”  In March 1960,
BOB ismed Bulletin 60-6 entitled “Guidelines for Stadies To Precede
the Acquisition of Antomatic Data Processing Equipment.” 17 These
guidelines generally conformed to the contenis of a letter the Comp-
troller General had addressed to the varions execntive departments
and agencies in September 1957, This information concerning the
need for and the natnre of ADP feasibility studies was undoubtedly
of vahie to the varions agencies. DBut, Bulletin 60-6 made it clear
that the gnidelines were advisory and that there was no requirement
that agencies contemplating the acquisition of AP follow this rec
ommended evalnation procednre,

Somo 18 months later, in October 1961, the BOB issued Cirenlar
A-5t outlining “Policies on Selection and Aeqnisition of Automatic
Data Processing (ADP) Iquipment.” 3 The principal factors dis-
cussed in this cirenlar were:

1. The desirability of selecting on the basis of exact system
specifications,

2. That equal opportunity and appropriate consideration
should be afforded all mamfactnrers who offer equipment. capable
of meeting systems specifications.

3. That two primary factors shonld be considered in the sclec-
tion of equipment: (e) its eapability to funlfill system specilica-
tions, md (d) its overall costs.

4. The need for effective lease versus pnrchase evalnations,

On March 14, 1962, the BODB directed agencies to fmrnish annual
reports on their ADP inventories as well as limited information as to
ADP atilization. In August 1963, BOB published Cirenlar A-6l,
essentially o more comprehensive statement, of the Burean’s ADD
management guidelines and consisting substantially of the earlier
guidelines referred toabove.

Subsequently, BOB has issned other cirenlns relating to ADT con-
cerning matters other than management policy—t he establishment of
an experimental sharing exchange and compnter service center (Bul-
letin (49, Jan. 2, 1964),%° and an ADD sharing program (Cirenlar
A-27, June 15, 1964) under the responsibility of the Administrator
of Gieneral Services.®

Also, in February 1965, the BOB submitted a “Report to the Presi-
dent on the Management of Antomatic Data Processing in the Federal

17 All BOB elrculars, hulleting, and other directlves relating to ADD are set forth in
app. B of the hienrings on LR, 4845, 1. 270,

18 Thid,, p, 286,

19 Thid,, p. 202,

20 Thid,, p. 347,

2 1hid,, p. 350. 19
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Ziovernment,” 22 surveying soine of the more serious ADI? manage-
ment. problems and containiug a series of recommendations to deal
with thent. On March 6, 1965, BOB issued Circular A~71 implenient-
ing these recommendations and delineating the responstbilitics for
ADI management as between the BOB, the GSA, and the National
Bureau of Standards.®

INEFFECTIVENESS OF GUIDELINES

Since 1938, up to the time of the hearings on H.XX. 4845, the GAQ
haul 1ssned approximately 100 audit reports to agencies, congressional
connnittees, and _to Congress revealing serions shortcomings in the
manner in which specific agencies ncquired and/or utilized ADP
equipnient?  The major deficiencies cited in these reports have been:

(¢) Inadequate feasibility stndies.

() Uneconomical and ineffective equipment, utilization.

(¢) Overpayments resulting from inadequate management
practices.

(¢) Uneconomieal procurement of equipment.

Lxceluding the 29 reports dealing with inefliciencies in the wmanner
i which ADP equipment has been acquired by certain Government
contractors, most. of the deficiencies outlined in this series of reports
constituted violations of BOB guidelines, or otherwise demonstrated
the need for a mors effective management system based upon a broader
Government-wide coordinated approach.  These reports, nimed spe-
cifically at the independent operations of individual user ngencies,
have demonstrated that gnidelines of an advisory nature amnd without
provisions for effective veview or “feedback” of information as to
agencies’ compliance or the need for policy changes do not meet. the
Government’s ADP management needs.

C. Tur Nuen ror Goverxyeyt-Wine Coonvryarron 1x ADDP?
MaxaceEaENt

COORDINATION FUNDADMENTAL TO GOOD MANAGEMENT

There are countless examples of the benefits of coordination in
husiness aud Government.  In recent years, forexample, the Seeretary
of Defense has achieved signifieant improvements in operations and
birge savings in tax Tunds by consolidating the management.of defense
logistics and other defense support functions. On Jaraary 29, 1962,
in hearings before the House Subcommittee on Defense Approprin-
tions, Secretary MceNumara said:

One of the most productive fields for the economic appli-
ation of centralized management is in the provision of
conunon supplies and related services to all the military
departments.

Adter a rather comprehensive study of this entire problem,
we caine to the conclusion that considerable economy and efli-

2oaepart to the President on the Management of Automatie Data Proceessing in the
Pederal Government,” prepared hy the Rurepun of the Dudget (Mareh 1965) @ this report
has heer printed as S, Doe, 16, S0th Cong., 1st gess, ; subsegient puge referetices in this
report will he to the Senat e document,

S {Tenrings on LR, 4845, p, 85,

n [;a app. B oof the hearings on ILR, 4545 Is a smnmary of the most slgnificant of thesa
reports,
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ciency could be guined, if all common supply management
activities were conselidated in a single agency.*

This philosophy has heen applied to n number of functions in the
Defense Depurtment, including “intelligence, communications, and,
under the Defense Supply Agency, the coordination among the sevv-
ices of approxim:itely $3 billion of industrial-type production equip-
ment, which the Government owns and furnishes defense contractors
for use in Government work. , ]

On March 28,1963, in hearings hefore the Joint Kconomic Comnrit-
tee, the Secretary pointed out that the concept of consolidated man-
agement need not be limited to the Defense Department. :

"The basic principle that there shonld be a single agency to

procure and manage common iteins of supply or services for
all users 15, s this committee has repeatedly ‘pointed out, 1s
ralid for the Government as a whole as it is for the Depart-
ment of Defense. Therefore, in our own efforts to ()flhlil)
greater efliciency through the consolidittion of common logis-
tics support activities, we should not restrict ourselves to
Defense agencies alone.  VWhenever we find that it is more
economical to use the capabilities or facilities of other Gov-
ernment agencies, with no loss in military effectiveness, and
at the same or less cost, we should not. an:{ have not hesitated
to do so*

General purpose ADP is a “common item” throughout the Federal
Goverrunent. While the coordinated Government-wide managzment.
system provided in ILR, 4845 may not provide the same degree of
centratized management of ADI as the Secretary has applied in the
vavious defense support areas referred to above, the same principles
apply. For this reason, there is no legitimate reason why the Govern-
ment should not obtain the benefits inherent in » Government-wide
coordinated approach to ADP management.

GOVERNMENT-WIDE COODINATION RECOMMENDED BY GAO IN 1858

Concern over our present disjointed agency-by-agency approach to
ADDP management is no recent development.  OnJune 27, 1958, the
Comptroller General issued the first of four comprehensive Govern-
ment-wide ADP management reports®® This early report outlined
the tremendons potential of AP but stressed concern over certain
trends in ADP acquisition and use which he believed would inevitably
lead to costly inefliciencies.  Coucern was expressed over the practice
of substituting ADP for less sophistiented eqquipment rather than inte-
arating ADP into_agency procedures and functions on w systemat ic
bsis. But, most imnportant, this report pointed out that there was
no single agency of the Government responsible for direeting and
coordinating continuing developments in this field. Accordingly, the
report. stressed us a principal recommendation the need to estabhsh an
effective coordinated ADD program of joint ellort by the various user
agencies in Government.

B Testimony of Secretary of Defense MeNamara, House Sulicommittee on Defense Appro.
printions, Jan. 20, 1062, p. 163; reprinted in hearings on HLR, 4845, p. 2005,

 Statement of Seeretary of Defense MeNamarn, hearing hefore the Joint Economic
Committee, Mar, 28, 19063, . 20; reprinted In hearlugs on LR, 4845, p. 200,

7 “Summary of Progress nnd Trend of Development and Use of Autojnatic Data Processing
in Bu_:_xlnens and Manngement Control Systems of the Federal Government as of Docember
1957, Comiptroller General of the United States (June 1958), GAO file No. B-115369.
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COMPTROLLER GLENFRAL RECOMMENDATIONS IN 1060 AND 1060

On December 30, 1960, the GAO issned a second Government-wide
andit veport.®  iside from nrging greater ADDP utilization in certain
defense functions readily adaptable to ADI, this report again empha-
sized the need for Government-wide coordination “in ADP manage-
went.  The report endorsed the 1959 BODB ADIP study but again
called attention to the lick of positive central planning of along-range
nature within the exeentive branch to promote the maximum degree
of efliciency, cconomy, and efYectiveness in ADD use.

On March 6, 1963, a third Government-wide audit report was is-
suec.®® In this veport, the GAO demonstrated that very substantial
sums could he saved if the Federal Government purchased a larger
pereentageoflits ADP equipment. The report contanined detailed Tease
versus pirehase cost comparisons of 16 different widely used ADP
systems,  Applying these comparisons to 523 of the approximately
1000 systems then installed or on order as of June 30, 1464, the GAO
estimated polential savings of abont $148 million over a §-year period
with savings of approximately $100 million a year thereafter through
the selective purehase of certain of the components of certain systems,

I this report, the GAO, cognizant of the extent. BOB lad been
able to implement. the recommendations contained in the 1959 BOB
ADP study. stressed that. “We are aware of no significant progress
toward an effective coordinating mechanism in the Federal Govern-
went. for achieving the interrelated objectives cited”; 3° that is, efficient,
husinesslike, Government-wide coordimated ADP management. The
report. warned that to fully realize savings of this magnitude, that
a basic change from an agency-by-agency approach to a Government-
wide coordinated management system mnst be made.  As an example,
decisions as fo the advantages of lease versus purchase shonld he
made from the standpoint of the Government as a whole, and not
primarily from the standpoint of the potential use of the system to
the initial using agency. The report also indicated the low ebb in
Government ADP utilization. ADP systems are desigmed (tech-
nically and cconomically) to operaie three shifts a day but at that
time avernge Federal nsage was little more than one shift n day.
The report concluded by reasserting the recommendation of some 3
vears’ standing that there he Government-wide coordination in ADTP
management,

REPORT BY GAO IN 1964

On April 30, 1964 the fourth and most recent comprehensive
Government-wide ADP report was submitted to Congress.™ This
“IH)”H. updated Government nmnagemoent. developments for the vear
following the issiance of the Mareh 1963 veport diseussed above. The
GAO noted limited improvements nt warned that optimum efliciency
and effoctiveness would not be achieved without Government-wide
coordination. During this period, this committee had recommended

= Review of Antomatie Data Processing Developments tu the Federal Goverument.* by
the Comptroller General of the Unlted States (Decemher 19060), GAO file No, B-11536G9,

HeStudy of Finanelal Advantages of Purchasing Over Lensing of BLlectronle Data
Processing Hynipment in the Federal Goyernment,” by the Comptroller Genernl of the
Ux;lltﬁd"i“itnto.;lﬂ(hlarch 1063), GAO file No. B-115309.

yid., p, A8,

A “Review of Probleme Relating to Management and Administration of Eleetronie Data
Provessing Systems in the Federal Government,” by the Comptroller General of the United
Statea (Aprll 1064), GAO file No. B-115309,
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and the Honse had approved TLR. 517132 the forerunner of this leg-
islation, to provide for coordination in Government. A DI mana gement.
Although hlis legislation was not acted upon by the Senate, (here was
a significant reaction tothe bill in the exeentive branch of the Govern-
ment.  And in the April 1964 report the Comptroller General wus
able to point to Iimited improvements in cerlain aspects of Govern-
ment ADDP management. But he cautioned that the advances that
were possible under the present agency-by-ngency approach were
limited, and again he emphiasized the need for Govermment-wide
coordination and warned that in the absence of a Government-wide
approach to ADP management, an optimun degree of efliciency and
ccontomy could not be achieved.

D. Erreerve GoverNMENT-wine Maxacement or ADP Provioe
ny LI 4845

RESPONSIBILI'TTES OF BOB, GSA, AND THE DEPARTMENT 010 COMMERCE

To achieve v businesslike Government-wide coordinated manage-
ment effort, it is necessary that additional authority be given to BOB,
GS.A, and the Department of Commerce.  Inthe 1959 BOD study. the
future course of Government ADP management was disenssed as
follows:

At this point in time [1959] we in the Govermment have
entered that: stage of the A DI era which may be claszified ns
sober reflection, We have now isolated and identified the
major problems. which need attention, as succeeding: sections
of this report will demonstrate, There are some unanswered
questions as to exactly where westand ina Government-wide
sense, but we soon will find the needed answers.  We e not.
exactly sure as to wh ¢ the future holds, hut we soon will have
mapped a desirable course to follow. For these things we
need a clear delineation of responsibilities and an organiza-
tion plan??

The hopes expressed in the BOB's 1959 ADP siudy have not been
fulfilled, and it is evident that Congress mmst provide a clearer de-
lineation of responsibilities amd a more definile organizational plan if
the Government is to have maxinum efliciency in AT management.
Again, asin 1959, the Government.isabont. to enter into a move soplhis-
ticated stage of ADP usage.  With third generation cquipment and
ensuing developments will come broader ADP utilization and vastly
inereased Federal ADP expenditures. Thus, aside from the current
problenis, more effective techniques must. be devised for the nianage-
ment of ADD equipment if in the future we are to avoid evenn more
costly errors which otherwise will accompany Government ADP nsage
into this newer generatfion.

Although HLIR. 4815 provides for fundamental changes in Govern-
ment ADP management, the bill in many respects is very himited in
scope.  In essence, the hill would improve the operational machinery
available to the Government making it possible for thoese agencies
which currently have ADP management responsibilities todoa hetter
job.  In many respects, this Tegishtion provides the delineation of

211, Rept. 428, 88th Cong, 1st xess., approved House of Representatives, July 18, 1063,
81059 Bureau of the Budget ADP study, p. 43 hearings on H.R, 4845, p. 674,
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responsibilities and stronger organizational plan for Government AD P
management that was the goal of the BOB in 1959. The 1959 BOD
study states:

To a large degree, the recommended program for the
Bureau of the Budget is really nothing but a plan by which
the Bureau may begin to perform more adequately than it has,
the responsibilitics ecady clearly assigned toit. | Emphasis
by BOB.]*

BOER CONYTROL OVER FISCAL AND DIPOLICY MATTERS

While JLR. 4845 is not primarily concerned with determining
policies, by providing the means with which adequate information
cin be obtained, joint effovt eficiently applied, and new man-
agement techniques devised, this legislation niakes it possible to deter-
mine eftective policies and achieve fiscal control. Under JLR. 4845,
“fiscal and policy™ control over ADP management remsiins in the
BOB.  Tlms, the bill does not. violate or compromise the traditional
policymaking and fiseal control functions of this stafl’ oflice of the
President.  Any action of any agency, nnder authority of this legis-
lation, would be subject either to approval or review at BOB.

Also, BOB would not be delegated any operational responsibilities
of the ADP management program. Astime passes, countless impor-
tant. Government management problems must be dealt with at the
BOB level. The assumption of operationa] responsibilities incident to
the solution of these problems could hamper BOB's ability to fulfill
its primary niission as a stafl oflice of the President dealing with
policy and fisecal matters.

GENERAL OPERATION AL RESPONSIBILITY IN GSA

HR. 4815 extends to the Administrator of General Serviees the
primary operational responsibility for coordinating Government ADT
managentent subject to BOB policy and fiscal control.  T'his delega-
tion, as in the case of the BOB, is n line with the fraditional delega-
tion of anthority to GSA. LR, 4815 is an amendment to the hasie

statute which created this Government-wide service organization.

This delegation would augment. specific ADP nunagement funetions,
snch as ADP procurement, presently within the scope of GS\
responsibilities,

To carry ont this function, GSA is suthorvized aud directed to co-
ordinate ADP management and to administer an ADP “revolving
Tund.” "This fund, used in conjunction with the coordinating anthor-
ity, would afford an effective means of (¢) providing the Government
with more adequate management information, (0) achieving optinuna
utilization, and (¢) attaining economic acqusition of Government
ADP equipment,

Through the use of the revolving fund, GSA would acquire by lease
or purchase the A DI needed to fulfill reqquiremients of the agencies.
Agencies would obtain ammal appropriations from Congress neees-
siry to reimbmse the revolving find. Although the Comptioller
General normally does not approve of revolving funds, he speeitically
endorses the use of such a funding avrangeinent in this instance,

34 Ihid,, p. 7 hearings on ILR. 4845, p. H7T7.

I1. lh'pt‘. 502, h!’a—-‘{
®
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In addition to the fiscal and policy control of the BOB, the bill
expressly limits GSA’s authority.  Agencies would maintain their
present. independence in the determination of ADP requirements,
Ageneies would be free from any interference from GS.A as to the
manner in which ADP equipment is used. They wonld he advised of
all signiticant decisions affeeting their ADP operations and wonkd
have the vight to appeal to BOB. The hill lits GS.'s anthority to
“operate’ XDI (other than its own in-house equipment) under this
manazement. program to these instances where multiple o geney n=age
of equiipment. is involved.

TECIINICAL SUPPORT OF THE NATIONAL BUREAT 0F SPANDARDS

The technieal aspeets of this coordinated management program re-
main with the National Bureau of Standavds in the Depaitment of
Commerce. Again, this delegation is in accordance with the traditional
vesponsibilities” of the agency. The Burean of Standards has done
congiderable ADP research in the past and has made many contribu-
tions to the “state of the art.” The Burean of Standards wonld offer
technical support to the BOB and GSA and wonld also act in an ad-
visory capacity to the vavious agencies and other users when requested.
Aside from these rontine responsibilities, the. Bureau of Standards
would undertake whatever research and development is necessary to
the interests of the Government, supplementing similar efforts under-
way in various user agencies.

Among the mnre serious problems confronting the Government in
ADP utilization is the Inck of ecompatibility in equipment.  Standard-
ization has been a problem in Government almost from the time this
equipment, was introduced. For the past several vears, various user
agencies, the Burean of the Budget, and this and other committees
have been concerned over the lack of compatibility in equipnient which
has serionsly compromised the Government’s overall ADP potential.
This problemn was diseussed in an earlier report. of this committee in
1963 % in conjunction with the activities of the Burean of Standards.
At that time, it was recognized that, to a large degree, progress in the
standardization of egnipment. must. come from ADP manufacturers.
The mannfacturers have the technical know-how to evanate the alter-
natives and they wonld design and build the equipment.

Tt has also been recognized, however, that the Government’s domi-
nant. role as the world’s Targest ADP user requives that there be a con-
tinuous sonrce of Government interest and concern in the achievement.
of greater standardization. Under JLR, 4845, the National Burean of
Standards is expressly extended the responsibility for representing the
Government. in this standardization effort and submitting to the Presi-
dent. any recomniendations for further Government action as may he
necessary.

It is not the intent of this legislation to authorize the Burean to
strmcture a broad resemch and dgevelopment. rogram without regard
to the work of the various other agencies or in a futile effort to over-
take the research and development. capacity of the industry. The
anthority in this legislation is aimed at supplementing the Gavern-
ment. research effort. in coordination with other Federal agencies and
monitoring developments in the industry for the specific purposes
provided m the legislation.

% H. Rept. 456, 88th Cong., 1st seas. (1063).
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E. IHHow rue Auvrnorrry DereGaren 1y ILR. 4845 Wourn Be Usen
To Iarrove Goveryatent ADIP MaNaceasroNte

HL.R. 1845 is nimed primarily at filling three vital management needs
al this time. These are (1) more adequate nunagement imformation,
(2) optinmum utitization through charing and multiple use, and (3)
cconomic aequisition. Realization of an cconomien]l ADP aequisition
program, in turn, involvesthree principal factors:

() Improving the Government’s bargaining position through
volume nequisitions;

(5) Basing lease versus purchase evaluations, whenever pos-
sible, on the Tong-term value of the equipment to the Governnient
as a whole; and

(e) Seleeting that equipment for purchase which, on a Govern-
ment-wide basis, oflers the kurgest purchase advantage.

CONTINUOUS I'LOW OF RECURRING DATA PROVIDED 8Y 1LR. 4515

Timely, pertinent, accurate information is indispensable to the man-
agement concept. In a sense, management consists of the collection
and assimilation of data needed to predict as many imponderables as
possible so as to afford the manager as many oaptions or alternatives as
i particular problemn or citeumstance permits, — Sound decisionmaking
is synonywmous with good management and is inseparable from the
quality of the informition on which the decisious are based. Informa-
tien thus minimizes the guesswork in decisionmaking and creates the
opportunity for more effective and ellicient, inanagement.

A bagic problem in Government ADP management up to this time
has been the lick of accurate management. information. BODB, the
executive agency having overall management poliey responsibilities
for ADP, has not had the information needed to properly coordinate
and oversee the Government’s ADT affairs.  Inthe 1959 ADP manage-
ment. study, BOB recognized the need for adequate management, in-
fornmtior. The report contained a finding that.:

No provision has heen made to assemble Government-wide
factual data on ADIP utilization in the executive braneh on a
recurring basis.

Recent studies of ADP utilization, or certain of its aspects,
have highlighted the continuous need for selected current fac-
tual data on a Government-wide basis in the ADP program,

The respousibility for leadership, coordination, or review of
ADP utilization at the agency level, or on a Government-wide
basis, can be discharged adequately only if certain essential infor-
mation is continuously available

Following this finding, the 1959 report recommended that provi-
sions be made for the supply of adequite information needed for ADP
manggement.  Unfortunately, this recommendation was never fully
implemented. On March 14, 1962, BODB directed agencies to furnish
amual ADI inventory reports which also contained limited informa-
tion on ADY utilization and whether the equipment was leased or pur-
chased,  Additional information was requested as of November 1963,
but this was for use in the preparation of the 1965 BOB ADP study.
As Cireular A-55 pointed out.:

Q % 1950 Bureau of the Budget ADP study, p. 12; hearlngs on H.R. 4845, p. 582,
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Some of the changes, particularly those that require new
and additional information, have been institited to provide
information for use in a special study of ADI policies and
practices recently directed by the President, and therefore will
not neeessarily be continued in future years?*

Reporting on an annual basis was continued, which means that the
Government has never had up-to-date inveniory information. Nor
has there been any svstematic consolidation of fiseal data,  Most Gov-
ernment-wide fiseal data is in the form of estimates, some of which are
highly speculative.. &DP appropriations are scattered throughout
the Federal hudget.

Whatever BOB Las done or has heen able to do las been woefully
inadequate compared to the need.  Annual printed inventories con-
taining meager information, months out of date, ungecompanied by
any comprehensive, acenrate fiscal data as to investment, expendi-
tnres, or costs, ave wholly inadequate for A DI? management purposes,
1t is irouic that. ADD with such potential for data control has not
been used extensively in ADP management. Certainly a basie re-
quirement for any effective Government. ADP management program
is the constant availability of comprehensive, acceurate, up-to-date
inventories and fiseal information as to Government equipment as
well as prospective requirements. :

This information is neecded for a nnmber of purposes. First, the
President and the Congress require overall inventory and fiseal data
to maintain poliey and budgetary control over ADP expenditnres,
Ifurthermore, those Tederal oflicinls with policymaking, fiscal, or op-
erational responsibilities for ADP require this information to do their
jobs. As the 1959 BOD study suggested:

* % % 4F there is to be objective leadership and coordina-
tion of the ADP program of the Government, the leaders and
coordinators must he informed.?

As discassed above, BOB has in the past relied npon policy guide-
lines which have been permissive and subject to agency avoidance
without notice or explanation. Evenif lack of compliance with exist-
ing poliey is wholly justifinble in isolated instances, those with policy
enforecment responsibilities must. be kept informed. They must have
some Torm of informational “feedback® to keep themn advised of what
is going on. Otherwise, their policymaking activity has little impact.
Oflicials with coordinating anthovity also require all the reliable,
pertinent, np-to-date information they can get to take advantage of
the options or alternatives this information reveals to them to increase
the ntilization or provide for the more economical acquisition of
equipment.

LR 4815 would provide the means by which readily available,
recurring data ezzential to effective management could be collected
and made available to those oflicials in the Government vequiving it,
Under this legiclation, GSA would establish a comprehensive inven-
tory to maintain carefully selected data needed for Government ADY
management. Use of ADP would make it possible for snch infor-
mation to be available on a continuing basis. Collateral to the inven-
tory would be the information stemming from the operations of the

”Bur(::m of the Budget Clrcular No. A--50, tevised, Nov, 13, 1943 hearings on H.R,

4845. . 316,
8 1059 Bureau of the Budget ADP study, op, eit,, p. 13,
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revolving {und which wonld afford the necessary flow of up-to-date,
accurate, detailed information on investment, disbursements, and costs.

It is contemiplated that this information, particularly at it relates
to prospective agency ADY requirements, would be made generally
available to ADP manufacturers upon vequest. Extending to all
mamifacturers the most advanced information available on prospec-
tive Government ADP requirements would permit more extended
periods of time in which the manufacturers could evaluate Govern-
ment specifications and refine the proposals they submit. General
availability of information on prospective Government requirements
shonld provide for fairer competition among all the various ADP
nunufacturers, some of whom at this time it is suspected do not, “gct
the word” on some Government proenvements until it is too late to
submit. an effective proposal. Umlor this approach, all manufacturers
would have a hetter opportunity to compete for Government business
purely on the basis of quality and cost. The result shonld be increased
competition to the benefit of the Government.

OPTIMUM UTILIZATION OF ADP TIHROUGH SHARING AND SERVICE CENTERS
UNDER II.R. 4845

Under ILR. 4845, GSA could provide optimum Governmment ADP
utilization by improving the sharing progrim and establishing multi-
ageney ADP service centers.  ADPis designed to operate three shifts
a day, But Government utilization falls far helow any optimunm level
of utilization. The BOB inventory report of August 1962 showed
extremely Jow utilization throughont the Government. The average
was only 267 hours out. of a possible 720 hours per month,  Only 24
pereent. of the total installed equipment was reported as being oper-
ated the equivalent of two shifts a day. The BODB inventory of July
196+ indicated that approximately 38 pereent of Govermuent. ADJP
wits being operated as much as two shifts. While these fignres indi-
cate an improvement, there is widespread waste in available but un-
used Government ADIP equipment time. The problem of maintaining
optimum utilization will' hecome more diflienlt as newer ADDP sys-
tems with greater speeds and capacity are introduced into Government
use,

The BOB 1965 ADP wmanagement study reports a total of some
500,000 hours of unused Government. ADIP capacity at this time.
Abont 170,000 hours of this total is characterized as available for
shaving,  The remaining 330,000 is considered unused but wnavailable
for a number of reasons put. forward by the variong agencies. The
BOB study did not. substantiate the veasons given,  There wre many
justifinble reasons for disqualifying individnal ADP systems for shar-
g that mmnst be vespeeted,  But this estimate of available ADP
capacity may well be subject to upward revision if some of the reasons
given by agencies to avord sharing were routinely subjected to closer
mspeetion and review,

Aside from utilizing otherwise available but unused ADT capacity,
gharing has other advintages. It makes the use of larger computers
with Tower unit costs feasible,  The introduetion of the thir([l aon-
eration ADI equipment. alone would justify the coovdinated approach
in the uso of Government. ADP as provided in this legislation,  There
15 alzo another significant advantage in sharing, It will increase the
tendency of the various agencies to work together more closely in

o
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solving mutual problems in the “software” aren. The waste that
prevails in the duplication of effort in selving “software™ problems
which have a common applicability to many agencies are as serious
as the wustes in “hardware.”

On June 15, 1964, BOB, in Circular A-27, set up an ADP sharing
program under GSA. There is general agreement, however, that
this legislation would substantially impreve the etfectiveness and efli-
ciency of GSA’s efforts. Kssentially, sharing is an interagency co-
ordinating etfort. As the 1959 BOB study pointed ont, sharing
“requires centralized coordinative-type leadership if it is to veach a
level consistent. with effective and economical ntilization of equip-
ment.” 4 ILR. 4845 would substantially improve the present Govern-
ment. ADP sharing efforts in a number of respects.  First, the infor-
mation generated by the ADP inventory would allow GSA to consider
systemalically the possible combinations in matching unused capacity
with prospective requireruents. Second, the cost data developed
through use of the revolving fund and the inventory system would
furnish GSA with reliable information needed to prorate costs het ween
agencies and otherwise to determine nser charges. Thivd, the revolv-
ing fund offers a simple and effective means {or vreimbusing and
charging the various agencies involved in sharing avrangements sinee
all payments would he to or from the fund. Fonrth, when feasible.
GGSA could establish (and operate, if necessary) multingeney service
centers to furnish ADP capacity to varions agencies and other wsers.
Such service centers would bring the use of ADP within (he cconomi-
cal reach of smaller ugencies and Government offices.  There may be
no single user in the area with suflicient. requirements to justify acqui-
sition of the most eflicient system needed but, aeting together, several
users could henefit. from the economies inherent in a larger, faster
computer.

F. HLR. 4845 WourLp Provipe ror More Ecoxoxic ADP AcquistrioNn

STRENGTITENING OF GOVERNMENT'S BARGAINING POSITION

The Government is the largest ADP user in the world. Through
lease and purchase contracts, billions in tax funds are invested an-
nually. Yet, as the 1965 BOB study points out, “The Government
obtains no special advantages as a volume purchaser of equipment.” ¢
The smallest company, with the most limited ADP requirements, can
acquire the various commercial general purpose ADP systems at prices
comparable to those paid by the Government. Though volume acqui-
sitions shonld inherently place the Government in a stronger bargain-
ing position and lead to volume discounts, as a matter of practice
under the present disjointed agency-by-agency system of Government
ADP mnﬁngement, the Government has hardly any bargaining posi-
tion at all. ‘

Over the years agencies have acquired commercial, general purpose
ADP at prices listed on GSA supply schednles. As in the case of
many other supplies the Government requires, GSA enters into nego-
tintions with various ADP manufacturers and agrees upon prices

" Hearinga on H.R, 4845, p, 350,

-1959 Burean of the Budget ADP study, op. eit., p. 20 hear! R, 4845, p. 5090,
#1905 BOR ADP study, o 41. o op earings an HLR. 4845, p. 59
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for the equipment they have to offer to be applied to Government leases
and purchases during the coming fiseal year., Upon completion of
these negotiations, price schednles for the different manufacturers
are distributed to the various agencies and, generally, the equipment.
they need is acquired at the prices listed on the schedules. Manufac-
turers have occasionally offered an agency lower prices on particular
procurements than are listed on the GSA schedules. In these in-
stances, the manufacturer files in amendment to his GSA schedule
price and the lower price is applicuble to all Government. acquisitions
of that equipment for the remainder of the fiscal year. GSA has been
able to obtain some concessions from manufacturers on lease prices
and conditions, particularly second and third shift nse rates. Other-
wise, the GSA scLedulos generally reflect the manufacturers’ list prices,

Under this procedure, price determination and procurement are di-
vorced. The various manufacturers have no guarantee that the (rov-
ernment. will lease or purchase any particular volume of their equip-
ment. As a resnlt, some manufacturers’ l'eproscnlutivcs characterize
the GSA price schedule as simply a “hunting license.”  Agreement
to a sehedule of prices with GSA permits thein to embark upon the
more formidable task of hunting for agencies in the Government,
desirous of leasing oy purchasing their ~quipment. Under these
circumstances, it is somewhat understandable why manufacturers have
senerally responded with a remarkable degree of disinterest in price
entting in (3SA contract price schedule negotintions,

GSA. with no alternate conrse of action, has been forced to extend
price negotiations in many instanees well bevond the beginming of the
fiseal yeur to which the sehedules apply in an etfort to obtain better
terms and conditions,  These delays in themselves have eaitsed admin-
istrative problems,

VOLUME DISCOUNTS FROM VOLUME DPROCUREMENT

To abtain volume digeounts, the Government must have volume pro-
curement.  The “open end™ supply contract simply is not the most
snitable mrrangement for ADI procurement. The basic problem is
that this form of contract procedure does not afford the Government
any advantage corresponding to the volume of equipment leased or
wmrchased. A specianhzed approach to Government ADP procurement
wneeded,  Asthe 1959 BOB study snggests:

It is most unusual to promulgate Government-wide policies
on specific equipments. ITowever, as the General Accounting
Office has already recognized, the use of ADP equipment. has
now demonstrated that its impact is such as to warrent spe-
cialized attention,*

The 1965 BOB study recognizes this problem but offers an inade-
quate solution, Under the BOB approach, negotiation deadlines
would be established and manufacturers failing to agree to terms
wonld be preclided from Government procurement activities. Al-
though the 1965 BOB study offers this deadline concept as a principal
solntion, the study also recognizes its limitations. As an example, in
the report it is stated : )

_ On both sides, maneuverability is curtailed if an impasse
[in negotintions] is reached. The Government is faced with

121050 BOB ADI study, p, 21 liearings on LR, 4845, p, 591.
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the possibility that the contractor may remove rented equip-
ment from the premises if a contract is not executed by July 1
(although reahstically he would probably not resort to such
drastic action in view of the financial impact). The manu-,
facturer, on the other hand, is faced with the possibility that
the Government may release the rented equipment on July 1
(althongh realistically it conld not do this in view of the ex-
tensive work and cost involved in changing to another ma-
facturer's equipment ). Consequently, botl parties mnst pro-
ceed toward a final agreement, despite the length of tine
involved.*®

This “deadline” approach unrealistically asswnes that the agencies
can arbitrarily be deprived of the equipment of a particular mamm-
Tacturer even though it may be needed in critical Government pro-
grams.  But, fundamentally, the problem is that the deadline ap-
proach applies with equal force to both the Government aud the mann-
facturers. The Government’s relative position is not improved by the
apphieation of a deadline to negotiarions, There must be a relative
improvement, in the Govermuent’s position ag contrasted to that of
the mamnfacturer. And, to demand vohnne discounts, the Govern-
ment. must in fact procure ADP in vohune rather than vn a piecemen)
ageney-by-agency basis.

SINGLE PURCITASER CONCEDRY

The traditionally accepted solution to this type of problem has bieen
the “single puwrchaser” concept, Were all ADI> purchase and lease
money in “one pocket,” the Government would be in a stronger bar-
gaining position in dealing with manufaeturers.  The purchase or
lease of equipment and the price to be paid would be part of the sane
negotintion.  Whenever feasible, the Govermment could “raise the
stakes™ by coordinating the acquisition of as much equipment: of one
particnlar manufacturer at one time as possible. - Furthermore, when-
ever alternative systems of different manufacture would be equally
acceptable in satisfying agency requirements, teams of Government
negotiators, made up of GSA ollicials and proeurement speeialists fram
the agencies involved, could pit. one manufacturer agninst another
until competitive priees were obtained.

ACQUISTTION OF GENERAL P'URVCESE COMPONENTS OF UNIQUE SYSTEMS
TVNDER A YOLUME PROCUREMENT PROGRAM

The mags-produced, commercially available, general pumrpose com-
ponents of “unique.”” “tailor made,” “specially designed,” ADP gy«
tems ean be effectively acquired under n volume procurement program.
Arguments against sole sonvee procurement. and the possibility of the
Government’s obtaining price concessions incident to valume acquisi-
tions center upon the proposition that cach ADP system in nnique,
“tailor made,” and designed for one particular application. As the
1965 BOB study discnssed the matter:

When the possibility of discounts has heen discussed, mann-
facturers have indicated that discounts from list priees can-
not he made solely on the basis of the number of units sold.

© 1965 BOB ADP, study, p. 42,
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The reason is that the price eovers more than just the equip-
ment, itself: it includes the provision of all supporting serv-
fces, such as computer programs, compilers, special-purpose
routines, and specialized training nmi systems aids—all of
which vary and tend to be custom-tailored for each installa-
tion.  Because of these varianees, the costs incurred by the
manufacturer to support each installation are substantially
the sume and are not reduced by virtue of many installations.*!

These “custom-tailored” items referred to by BOB relate to “soft-
ware” and not the mass-produced, general purpose “hardware” com-
ponents making up these specially designed ADI systems. s pointed
out. earlier in this report, these mass-produced components ean be ar-
anged in varying combinations to meet, the particular application of
the nser. Inherently, all commercially available, general purpose
ADDP systems except those of the niost unique application have a basic
capability which can be applied to many uses in agencies throughout
the Government.  And, even when o system has been designed to meet
a particular narrow application, additional components can be easily
added to broaden its use. Changes of this kind are considered routine.

Under this legislation, GSA is not charged with cither the selection
or the use of equipment. The agencies would determine their indi-
vidual requivements and nse the equipment as they see fit.  GSA would
he furnished a shopping list of commercially available general purpose
ADP system components.  Onee other aspects of this coordinating
system have been fully implemented so that adequate information 1s
available, GSA could coordinate ADP acquisition and schedule as
large o volume of acquisitions as ageney requirements permit, To the
ageney, the system may be complex, specially designed and tailor made
to (ill some particular application critical to its operations. But, to
IS as far as hardware procurement. is concerned, these complex,
highly specialized systems would only be a st of mass-produeed, com-
mercially available general purpose components.

Although software procurement wou\d present a motre complex
problem, there is no reason that these complexities should interfere
with the establishinent of a single pnrchaser concept as provided in
ILR. 4845,  Software procurement offers great potential for savings.
Under this coordinated Governmentwide ADP management program,
Government expenditures for these goods and services would be closely
defined.  Once properly identified, there could be more effective man-
agement of software procurement either divectly by the agencies or by
GSA in conjunction with hardware acquisition. There 1s no reason
why Governnient, software acquisition cannot. be subjected to more
systematic and orderly procurement procedures. There isalso greater
potential competition in software procurement, since software does
not necessarily have to be furnished by the manufacturer of the equip-
ment.

U'S); OF REVOLVING FUND PROVIDED IN LR 1845 TO OBTAIN VOLUME

ACQUISITIONS

The revolving fund concept. provided in IT.R. 4815, as discussed
above. is needed to provide the Government. with an accurate, up-to-
date flow of fiscal information and to facilitate optintum ADP util-

“Ihid., p. 44,
II. Rept. 802, 80-1——35
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izution through sharing and joint use of equipment.  Bat, the mos(
compelling need for the revolving fund is in establishing the single
purchaser eoneept in Government ADP acquisition.

Under this arrangement, GSA would have all of the Government’s
general purpose A DP acquisition money in its pocket and wonld be in
a position, once all aspeets of the coordinating program have bheen
fully implemented so that adeguate information of prospective Gov-
crnment agency requirements is available, to offer ADP mmufactiners
firm contraets for specific amounts of ADDP equipment.  In turn, GS.A
could reasonably expeet to receive some reduction in purchase and lease
prices reflecting the magnitude of the Government’s acquisition,

The revolving find established under ITLR. 4845 \\-nnl((ll be primed
with eapital appropriated directly by Congress and augmented by the
unamortized value of the general purpose equipment now in Govern-
ment. agencies which the Government has purchased. GSA would
use these funds to acquire by lease or purchase the ADIP needed to ful-
fill the requirements of the various agencies.

Essentially, all Federal agencies would lease equipment from the
GSA revolving fund. So far as the agencies are concerned, only the
budgetary personnel would know the difference. GSA would ac-
quire the ADP systems sclected by the management of the agencies.
The agencies would use the cquipment as long as they wished, in
any manner they saw lit, subject to the general policy and fiscal con-
trol of the Bureau of the Budget, the ri’resident, and the Congress
as normally applied to all agency operations.

In practice, GSA would bill the agencies periodically at rates re-
flecting the use value of the equipment with the aim that the fund
break even at the end of each fiscal year. The agencies in turn would
obtain aunual appropriations to veimburse the vevolving fund for the
use of (he equipment seleeted by and assigned to them, GS.A could
obtain direct appropriations covering all overhend expenses incident
to operating the revolving fund, except that direct expenses incurred
in operating multiagency centers would be prorated among the user
agencies in their reimbursements. This is a matter, however, which
the committee leaves to the diseretion of the Appropriations Com-
mittees.

OTHER ADVANTAGES PROVIDED LY VOLUME PROCUREMENT

Aside from the establishment of a single purchaser concept and
simplifving the inferageney transfer of equipment, the coordination
of equipment. has a number of other advantages. two of which are of
particnlar importance. Iirst, this approach would provide an effee-
{ive means for making essential lease versus purchase, evaluations on
the basis of the benefit to the Government as a whole. Second, consoli-
dated acquisition would allow {he Government to purchase on a prior-
itv basis those ADP systems with the greatest purchase advantage.

LEASE VERSUS PURCIHASE EVALUATIONS ON A GOVERNMENT-WIDE BASIS
UNDER TILR. 4845

H.R. 4845 would provide an eflective means for making essential
“lense versns purchase” evaluntions on the basis of the henefit. to the
Government as a whole. BOB Circular A-54 4 issued in October

¢ Hearings on H.R, 4840, p, 286,
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1961, provided that agencies should make ADI lease versus purchase
evaluations in anticipation of equipment acquisition, The March
1963 GAO report recommended that lense versus purchase evalua-
tions be made from the standpoint of the estimated useful life of the
equipment to the Government as a whole rather than the estimated
period of application of the initial user agency.

This estimate of economic useful life 1s an essential clement. in the
lease versus purchase evaluation. Generally, it is the comparison of
the projected lease payments over the period of useful life as com-
pared with the purchase price and maintenance costs (less the equip-
ment’s residual value) that determines the comparative advantages
of theso two modes of acquisition. When the leass payments over
the period of the estimated useful life exceed the purchase price and
maintenance costs, this concept of evaluation indicates purchase is the
most econoinical approach. 'The shorter the estimated period of use-
ful life, the more likely the evaluation will favor the lease of
equipment.

Ideally, competitive forces should push lease rates toward the cost
of ownership (purchase price plus maintenance plus interest on capi-
tal investinent) over the equipment’s useful life. DBut conditions in
the ADP industry ave far from ideal. At present, the lease pny-
ments for nost ADP components equal the cost of ownership n a
relatively short period, seldoin exceeding 45 to 50 months,*® although
the useful life of most AP equipment 1s estimated at between 5 and
10 years” In a recent study, the Department of Defense estimated
that the lense payments on most ADP equipmnent equal the purchase
price within 214 to 114 years.*® Whatever the reasons may be and
any justifieation that can be attached to them, ADP manufacturers
in the case of most components are accelerating the amortization of
the capital invested in leased equipinent to the serious economic dis-
advantage of those leasing it for any extended period.

As a result, at this time agencies and others users leasing equip-
ment pay out in a relatively short period in the form of lease pay-
ments an amount equivalent to a substantial portion of the purchase
price. Thus, evenin those instances where the initial acquiring agency
does not foresce an estimated period of application of a duration sufli-
cient for the projected lease payments to equal the purchase price, the
- Government should nevertheless evaluate the potential savings in-
herent in purchase. The additional investment in many cases would
be a relatively ninor portion of the purchase price. Weighed
against the additional investnient would be use of the equipment
with only inaintenance costs for the remainder of its useful life.

The GAO logically suggests that the estinated period of equip-
ment application by the initial acquiring agency inay not constitute a
realistic estimate as to the economic useful life of the equipment to
the Government as a whole. The Government has countless needs
for ADP equipmnent of varying degrees of sophistication. Some of
the most costly ADP with the greatest capacity and speed is used in
defense, space, and intelligence. In these areas, there is o continning
need for the most advanced equipment. Yet throughout the Gov-

+ ortune, op. cit.. p. 207,
7 Iinancinl Advantuge of Purchasing Over Leasing, Comptroller General (March 1963),

. 15,
 Contract Support Servlce Project, Department of Defense, Project Staff Report
(Mar, 31, 1065), p. 19,
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ernment there are other agencies with less demanding requirements
that can use this equipment on a secondary basis. Under these cir-
cumstances, it is wholly unrealistic for various agencies acquiring
costly, highly sophisticated ADP systems to make the necessary lease
versus purchase evaluations based upon estimated periods of appli-
cation limited to their own requirements. The 1965 BOB study re-
jected the GAO recommendation on Government-wide lease versus
purchase evaluation, and some agencies, notably the Defense Depart-
ment, concurred. In the Department's report on H.R. 4845, the argu-
ment against Government-wide evaluations is stated as follows:

It has been stated that a principal advantage of central-
ized procurement of ADPE is that lease/purchase decisions
could be made on the basis of the total Government ve-
quirement for the equipment over its useful lifespan rather
than on the basis of estimated use by the acquiring organi-
zation. . The Department of Defense position, based upon
extensive experience with this type of equipment, is that
it is practically impossible for a single agency to determine
potential secondary users within the agency at the time of
mitial acquisition and that it is completely unrealistic to
assume that any agency can make such determinations for
the Government asa whole.#*

The GAO has never suggested that Government-wide evaluations
depend upon the specific identity of secondavy users and their require-
ments at the time of equipment acquisition. And, were the identity
of secondary users essentinl, the Defense Department’s srguments

could preclude lease versus purchase evaluations based upon the pro-,

jected Government-wide use of equipment. It is reusonable that
competent, ofticials fully cognizant of Government ADP inventories
and applications and knowledgeable of the capacities of the various
systems the Government acquires could on a sound, businesslike basis
attribute secondary usage potential to certain selected systems which
in their judgment have long-range utilization within the Government.

Several of the agencies, and particnlarly the Department. of De-
fense, have expressed concern over the possibility of acquiring a large
volume of excess Government-owned equipment with its accompany-
ing administrative and storage expenses.  Fowever, there is no reason
to anticipate such a problem. It isnot the policy of the Government,
to store excess equipment for long periods of time, but to sell it as
surplus in such a manner that the Government receives the fair market.
value of the property. Purchasing under these circumstances would
be on a highly selective basis. In those instances when the Govern-
ment, did purchnse a system, and no secondary utilization developed at
the time it hecame excess to the initial using agency, the equipment:
would be relatively new and the residual value corespondingly high.

PRIORITY OF PURCHASE OF SYSTEMS WITII GREATEST PURCHASE ADVANTAGE
UNDER CONSOLIDATED PROCUREMENT

Government ADP use is (*.X]lwected to increase indefinitely. Increns-
ing billions in tax funds will he involved. 1t may not always he pos-
sible for the President and the Congress to allocate sufticient capital

¢ 1iearings on ILRR, 4845, pp, 546-547,
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to the revolving find to cover the purchase of all ADP systems which
arefnl agency and Government-wide evaluations dictate shonld be
purchased rather than leased.  If the Government is to receive the
most. vahie for its dollar, those systems with the greatest purchase
advantage to ihe Government as a whole shonld be pnrehased with the
funds available, Budgetary considerations and funding problems in
the various agencies should not. precinde the Government from pur-
chasing ADP equipnient on a priority basis,

This problem was recognized in the 1965 BOB stndy and was dis-
aussed in connection with “Budget Considerations”:

Decisions with vespect to the purchase or rental of o com-
puter inevitably become involved in budget considerations.
In most cases, budgets can be prepared or adjnsted to accom-
modateeither decision. In other cases, an administrator with
limited funds availible to perform his mission may find it
undesirable to devote o substantial portion of his funds to a
capital investment if doing so will force him to forego an
essentiul element of his operating program. In these cases,
the choicereftects a decision on whether the purchase of equip-
ment will yield a return in the form of long-range savings
that is greater than the return to be obtained by devoting
the fundsto another pnrpose.  In Governmeat—unlike most
industries where simila judgments must be made—this deci-
sion offen cannot be validated by agencies beeause the benefits
resulting from public service funclions usnally can he meas-
ured only by vahie judgments. Although it is vecognized
that budget considerations may, at thnes, cause a temporary
deferral of a decision to purchase, the civenmstances shonld
he tully docuniented toshow justification for such action, and
steps should be taken to effect the budget adjustments which
would permit. purchase as early as practicable.®
At this time an ageney with budgetary problems may well have to
postpone the prchase of ADT equipment.  Yet, at. the same time,
another agency may acquire another system requiring a comparable
outlay of capital in which the ad vantage of purchase over lease is sub-
stantialTy less. Under the present agency-by-agency approach, not
only can individual agency budgetary problems arbitravily interfere
with the Government’s purchase of equipment which lease versus pur-
chase evahitions indicate should be purchased but, more important,
there is no simple and effective means for the systematic purchase of
that equipment which on & priority basis offers the Government as a
whole the greatest purchase advantage. Under ILR. 4845 through the
use of the revolving fund, GSA could very easily apply available ADP
capital to the purcﬁase of that equipment offering the Kighcst purchase
advantage.

G. H.R. 845 Aurnonmzes IExemerions axp Prrarrrs GSA To
DeLeGcart: Avrriowiry 1o AcGENCIES 1IN THE ACQUISITION OF
Equipyrxt
As previously discussed in this report, general-purpose ADP systems

are macle up of various combinations of mass-produced, commerciall
available components. It is these general-purpose, mass-produced,

%1965 BODB ADP study, p. 32,
Y
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commuzeially available ADP components and thesystems created from
them that come within the confines of this legislation. Digital and
analog components forming a. pmt of tactical weapons or space sys-
tems which have 1) general-purpose applieability would be wholly
excluded from this program. Procurement of this Tatier equipment
would remain the complete responsibility of the Defense Departnient
and other agencies that have requirements in these arens.

General-purpose, mass-procluced, commercially available ADP com-
ponents used in conjunction with specially designed components and
as parts of systems with unique scientific, cryptological, or military ap-
plications of a strategic nature would also come within provisions of
this legislation for acquisition, inventory control,and potentinl second-
ary usage although such components or systems might not heavailable
for sharing. Generally, there is no justification for exempting such
components sinply because the equipment. is initially applied to sonn
highly specialized application or used under conditions which preclude
sharing. Once the components selected by the agency are acquired
by GSA, they would be turned over to the ageney {0 be used in what-
ever specialized application the agency had plamed with no further
participation by (‘;SA except inventory reports until the component
becomes surplus. _

Examples of equipment coming within this category wonld be the
ADP used ¥in line” to control space vehicles in flight. and the backup
or reclundant systems which miust heavailable for this purpose. Also,
equipment used in highly sensitive seeurity work by agencies such as
the Federal Bureau of Investigation and the Central Intellicence
Agency (CIA), which offer no potential for sharing, could readily be
acquired under & general Government acquisition program and nsed
for other purposes when surplus to the initial acquiring agency.

Although the ADP to be included under this management program
could be more closely defined at this time, the committee is concerned
that. rapidly shifting developments in the interrelated fields of defense,
space, comnaicit ions, and ADP conld malke any presently acceptable
distinetions obsolete,  And, as this legislation invol ves the internal
operations of the Government, there is no pressing need for staict
statutory definitions. Asin keeping with the general concept of FI.R.
4345, the speeific definition of general-purpose ADP equipment is left
to the BOB and GSA and the issuance of appropriate regulations.

EXEMPUTON 0F INDIVIDUAL SYSTEMS FOL BEASONS 0F NATIONA SECURPTY
OR DEFENSE OB ECONONY AND EFFICIENCY

As backup to avaid compromise of owr national security or defeuse
and to assure economy ad efficiency, the Administrator of General
Services is authorized to exempt individiaal systems from provigions
of this program. Tt is of parmmomt i portanee that ngencies with
intelligence o secret responsibilities maintain their securily in line
with appropriate Federal statutes and as the President might dirvect
mnder provisions of this hill,

EXEMPPION 0F BQUIIPMENT BY AGENCY HTI2ADS

The Department of Defense strongly vecommends that langunge
be inelnded in the bill affording the ageney heads the diseretion of
exepting equiprent fron provisions of this management program,
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The DOD's recommended amendment. is in such broad terms as to per-
mit, the Department, inthe discretion of the Secretary of Defense, to ex-
clide all Defense Department ADPA As the Comptroller General
has so strongly recommended, any exclusion of an entirve ageney from
this management program would be wholly inadvisable. TRealis-
tically, such discretion in agency hends might soon exclude all Gov-
erhment ADP which otherwise would come within this program,

In view of the anthority extended the Administrator of GSA to
exempt specific systems from the program for reasons of either
national security and defense or economy aund efficiency, the commit-
tee does not believe that any general exemption, such as the DOD
recominends, would be appropriate. Furthermore, as expressly pro-
vided in the bill, shonld GSA make any decision which the nser feels is
adverse to his interests, the appropriate agency would have the right
toappeal tothe BOB, and, i £ the problem was of sufficient magnitude,
to the White House. Under I-}R. 4845, this entire management
program would be under the express direction of the President. Tox-
chigionary anthority such as the DOD suggests is therefore un.
necessary and ina ppropriate.

GRADUAL  IMULEMENTANTION OF MANMEMENT HOGRAM

Lnplementation of the coordinated ADT management program pro-
vide in ILR. 4845 wonld be gradual. Subsection 111 (b) (2) expressly
provides that the Administrator may delegate authority extended to
him under provisions of this legislation fo the extent he considers
such action “necessary and desirable for the orderly implementation
of a program for the utilization of such equipment.™  Utilizing this
authority, the Administrator would implement this more effective
managenient program on an orderly step-by-step basis so as to
avoid the disastrous dislocations that wonkll undoubtedly accompany
any at tempt to completely alter management of ADP overnight.

Upon approval of this program, an initial step would be to establish
a comPprehensive inventory system carefully designed by experts so
that necessary recurring information needed for all levels of Govern-
ment ADP management would hecome voutinely available. Col-
lateral to the establishment of this inventory, GSA would seek
appropviations from Congress to st up the ADP revolving fund
and work out with representatives of the various agencies the most
acceptable methods by which the agencies would reimburse the fund
for equipment use. After the revolving fund is established, GSA
could provide for the transfer of presently held general purpose ADP
components fo the fund. i )

Once accurate, up-to-date information on available capacity and
prospective requirements became available, 1 more advanced sharving
prograam could be developed.  Using ADP equipinent, GS.\ coul
examine varions sharing alternatives and fully exploit available, but
unuged, Government capacity in meeting the Government's vequive-
ments.  Fssentinlly, GSA, with adequate information, conld place
Government sharing nnder positive direction.

After the inventory system and the revolving fund have both been
geb up and other aspects of the program have been implemented, GSA
would then begin to coordinate Governnient acquisitions ta achieve a

B en rings on ILR, 4845, pp. 179, 230-237,
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larger volume of pnrchases and leases or combinations thereof. The
savings inherent in this management progran do not require compro-
mise in the selection or the use of the eqmpment. Ifan agency hasan
unexpected need for ADP or if an agency deadline must be met, these
delivery requirements must not be ignored to achieve greater volume
acquisitions. However, if agencies lkeep GSA’s inventory system fully
apprised of future requirements through a system of long-range plan-
mng and forecasting this information can be used to coordinate and
bring about volume acquisitions and more reasonable purchase and
jease prices. :
H. Concrusion

'This legislation is essential to effective Government ADT manage-
ment. Constituting a broad perimeter of authority to BOB, GSA, and
the Department of Cotninerce, it provides the management techniques
which Ilm\'e heretofore been lacking in Government ADP manage-
ment. The bill emphasizes the need for adequate information in eflec-
tive management and Government-wide coordination. The bill also
recognizes the desperate need to improve the Governmnent’s bargaining
position in equipment. acquisition.

Numerous ADP management problems remain to he resolved. Al-
though H.R. 1845 does not extend to ngency equipment selection, every-
one concerncd agrees that there is a crtical problem in this area.
Equipment compatibility and “input and output” standardization
must also be dealt with in substantive terms. They cannot be solved
directly through legislation. But if the Governmeut’s ADI manage-
ment. is put in order through the establishinent of this Government-
wide coordinaled management systery, these other costly and difficult
problems can he more easily isolated and resolved and the Govern-
ment’s use of ADP made more effective. At this time, most Govern-
ment ADP applications fall within the more routine data processing
capabilities of this equipment. The Government’s checkboolk is kept
balanced through ADTP, hut. ADP, though it has the potential, is not
widely nged i evaluating the most eflicient manner in which Federal
funds should be spent. During the years to come, ADP will be used
more and more in the decisionmaking process and the Govermnent
ADP equipment. costs will surpass any smm we can now imagine,

During the course of this committee’s consideration e ADP legis-
lation over the past 3 years, numerous sgencies have been skeptic:lT of
the need for legislation as well as certain provisions of this particular
bill. The conmnittee does not, expect this program to be implemented
without difficulty, But the difficulties that might he met after passage
of ILR. 4845 are much preferred over those which at this time and in
years past_unnecessarily cost the taxpayers hundreds of millions an-
nually. Based upon two comprehensive BOB ADP management
studies, about 100 General Accounting Office audit. reports, and 3 years
of active investigation by this comnnttee, the time has come for Con-
gress to take reasonable but cffective action to assure the establish-
ment of eflicient ADP management in Government.

IV. COMMITTEE AMENDMENTS

The committee recommends the adoption of six amendments {o

H.R. 4845: B i )
First, the lTanguage “or at the expense of” is deleted from subscetion
111(n) of thigdull on page 2, line 1, so as to exclude ADP equipment
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needed to meet the requirements of Government contractors and others
acquired at the Government’s expense.  For this purpose, the phirases
“and other users”, page 5, line 22, and “or user”, page 6, line 1 are also
stricken,

During the past 8 years the committee has veceived 29 General Ae-
counting Oflice audit reports outlining serious deficiencies in the man-
ner in which Governunent cost-type contractors acquire ADP equip-
ment. The 1965 BOB study reconnnended that etfective lease versug
purchase evaluations be made regarding contractor equipment ac-
quired at the Government’s expense.  On June 9, 1963, the Secretary
of Defense approved a veport recognizing that a serious problem
existed in this area and recommended improvements in DOD manage-
ment of this equipment.

Aevospace Industries Assoctation of Amevien, representing most
Government contractors with ADP equipment that would be affected
by this legislation, has expressed concern over the possible impact on
their operations of extending this Government-wide mventory and
acquisition coordinating system to ADDP used in the fullillment of
space and defense contracts. For this reason, it is concluded that a
mate appropriate course of action at this time would be to provide for
this anagement system limited to in-house Government ADP.  As
this new management system is implemented within the Government,
the snceess of the vecently announced improvements in the Defeuse
Deparvtment management. of contractor ADP equipment could be
evahuated. It is the commitfee’s intention to follow developments
closely o that appropriate action ean be recommended should devel-
opments indicate that inclu:ion of contractor equipment, ncquired at
the expense of the Government. under this coordinated Government
inventory and acquisition system is needed for the protection of the
taxpayers’ interest.

Suhsection 111(b) (1) provides that—

* % % Tn carrying out his vesponsibilities under this see-
tion the Administrator is authovized to transfer automatic
data processing equipment between Federal agencies, to re-
quire joint utilization of such equipment by two or more
TFederal agencies, and to establish and operate equipment
pnols and data processing centers for the use of two or more
stieh agencios when necessavy for its most eflicient and effec-
tive utilization.

Athorizing the Administrator to “requive” joint utilization of
equipnient as provided above might he interpreted to contliet with pro-
visions in subsection 111(g) which provide that the Administetor of
GSA shall have no authority to interfere with the determination hy
the agencies of their individual ADP equipiment requirements. To
fore=tall any possible contradictions in the subsections, the committee
recornteends that TLRL S48 be amtended to anthorize the Administra-
tor to “provide for” joint utilization of such equipment.

Anothier amendment would provide for a comprehensive annual
report to Congress on the ADP management program established by
this legrislation.  Tn addition to an account of receipts, disbursements,
and transfers to iniscellaneous receipts as required in subsection 111 (¢)
the Administrator would be required to submit an annual report of
“equipment inventory, utilization, and acquisitions.”

HE lent N0z ] 40
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38 AUTOMATIC DATA PROCESSING EQUIPMENT

"The other amendment wonld provide o more specific meaning to the
term “requirements’ as used in subsection llng) of the bill. The
amendment. wonld add the phrase “including the development of
specifications for and the selection of the types and configurations of
the equipment needed® to the second sentence in subsection 111(g).

The éontrollor of the ALC strongly recommends this additional
language as a clearer manifestation of the committee’s intent that GSA
not come between the manufacturer and the user in the determination
of requirements or selection or use of equipment.

The committee’s confidence in the Administrator of GSA is mani-
fested in the broad authority extended him under this legislation. The
committee is not concerned that H.R. 4845, ‘without this amendment,
wonld cause any disruption in user agency responsibilities in these
arens. However, as the additiona] language fully reflects the commit-
teo's intent, it is recommended that this clarification as to what ismeant
by the term “reqnirements” be added to the bill. It should constitiute
n further assurance to the agencies that it is neither the purpose nor
the intent. of this legislation that their vesponsibilities in the selection
and uge of ADP equipment be compromised in any way.

V. SECTION-BY-SECTION ANALYSIS OF ILR. 4845

ILR. 4845 would add section 111 to the Federal Property and Ad-
ministrative Services Act of 1949 (63 Stat. 377), extending responsi-
bility to the Administrator of General Services, snbject to overall
direetion by the President and fiseal and policy control by the Burean
of the Budget, for the economic and efficient purchase, lease, and ntili-
zation of antomatic data processing equipmient necessary to meel the
requivements of the Federal Government. The proposed new sec-
tion is divided into seven snbsections. Snbsections (a) and (b) pro-
vide the basic authority to be exercised by the Admmistrator of GSA.
Subsection (¢) arthorizes the establishment. of a revolving find to
finaea the activities undertaken by the Administrator in pirsnance
of this anthority. Subsection (d) provides for the administration of
this fund, and snbsection (e) prescribes that other provisions of law
which are inconsistent. with the provisions of this section shall not be
applicable in the administration of this section. Snbsection (f) au-
thorizes the Secretary of Commerce to undertake necessary research
and to provide scientific and technological advisory services relating
to the use of mtomatic data processing in the Government. Subsec-
tion (g) provides that the anthority conferred hy this section shall be
exercised subject to divection by the Iresident. and by the Burean of
the Bndget. |

Subgection (a) authorizes and diveets the Admimsirator to coordi-
nate and provide for the pnrehase, lease, and maintenance of auto-
matie data processing equipment to weet the requirements of Tederal
agencies.

Subrection (b) authorvizes the Administrator to provide antomatic
data processing equipment. snitable for efficient. and effecfive nse by
Federal ngencies l'f]n'ongh purchase, lease, or t ransfer of equipment be-
tween Federal agencies. to provide for joint nuse of equipment by two
or more agencies, and to establish and operate equipment pools and
data processing centers when such action in his opinion is necessary
for the economical and eflicient utilization of such equipment on a

o Government-wido basis. 8:\ Administrator is also authorized to
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provide for the maintenance and repair of such equipment by contract
or otherwise. -

Snbsection (b) further allows the Administrator to delegate anthor-
ity under this section to FFederal agencies to lease, purchase, and main-
tain individual systems or specific units of equipment when, in his dis-
cretion, such action is either necessary for economy and efliciency of
operations, or when such action is essential to national defense or
seenrity. Anthority may also be delegated in such eireumstances to
an ageney to operate ADP equipment pools and processing centers.
Solely on an interim basis, the Administrator is further authorized to
delegate anthority on a general basis in his discretion to the extent
necessary or desirable to allow for the orderly implémentation of this
coordinated Government-wide management program.

The term “Federal agency™ as used in this section 111, is defined
in the IFederal Propetty .\ct to which IT.R. 4845 is an amendment.
The termn extends to “any executive agency or any establishment in
the legislativa or judicial branch of the Government (except the Sen-
ate, the House of Representatives, and the Architect of the Capitol
and any activities under his divection).”

Subsection (¢) authorizes the establishment of an antomatic data
processing fund. This is to be a fund without fiseal yemr limitation
to be used to finance expenses incident to the Government-wide data
processing program provided for in this section. Such expenses in-
chide those incurred for personal services, purchases, rentals, mainte-
nance and repair, and direet operation costs of ADP service centers,
as well as other related costs.  Tollowing raceipt of advice of agency
requirements and appropriate evaluations as to theavailability of cur-
rently held eqnipment, the Administrator wonld, when necessary, pur-
chase equipment, through nge of capital in the fund, or if more advan-
tageous, lease equipment through use of such funds.

To keep the capital of the revolving fund intact, the nser agency
would reimburse the Administrator for the use of the equipment on
an annual or other periodic basis in sums as determined under snh-
seetion (d). Periodic payments would be made for regular, recurring
services, and individual payments for specific intermittent services,
User agencies wonld include in their budgets vequests for funds neces-
sary to meet these charges. IMowever, to provide for the additional
eapital to cover equipment pnrchases during the period of initial
implementation of the program, and to cover fniure increases in
capital fund requirements (reflecting greater Government-wide ntili-
zation of such equipment), the Adminishrator would make vequests in
the hudget of the General Services Administration for capital to be
placed in the revolving fund,

The Tangmage of subsection (¢) is sfliciently broad to inelnde the
cost of administration of the program if it appears at a later date
that such costs should be paid from the revolving fund.  ITowever, in
order to avoid confusion during the initial period of implementation
of the program, the commitiee feels that such costs should at least
temporarily be provided for by divect appropriation as is provided in
snbsection (d). Depending upon later developments, these costs
would then be paid fromn divect appropriations or from the revolving
fund at. the discretion of the appropriations commitices of Congress.
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Subsection (¢) further provides that a report of receipts, disburse-
nents, and transfers from the fund shall be made annu:lliy in con-
nection with the bndget estimates to the Director of the Bureau of the
Budget and to the Congress. Incident to these reports, general esti-
niates of expected expendifures for the next fiseal year would be fur-
nished the appropriations and other congressional conmunittees upon
request as a further assurance of congressional control and supervision
of this program. Subsection (c) also contains a provision for the
inclusion _in appropriations acts of provisions regulating the operation
of the ADP fund or limiting expenditures from the fund. The pur-
pose of this provision is to assure that the approprinte control over
the expenditure of funds by a Federal agency remains in the Congress.

Subsection (d) authorizes appropriations to the revolving fund in
such amounts ag may be required. It is further provided that sums
so appropriated, together with the value of suppllios and equipment
transterred to the Administrator, shall constitute the capital of the
fund.  The fund is also to be credited with advances and reimburse-
ments from appropriations and the payments of any agency, organi-
zation, or contractor utilizing or receiving services from equipment.
Rates for use of the equipment or for services received therefrom are
to be lixed by the Administrator ¢o as to approximate the cost chareed
to'the fund, including depreciation and aceured leave, the amortiza-
tion of installation costs, direct costs of operating service centers, as
well as other items of expense recognized and acceptable from the
standpoint of soiind accounting practices.  Prior to fiseal year 1967,
it is contemplated that appropriations will be provided for certain
direct operating costs.  Provision is made in subsection (d) to avoid
inclusion of sueh items in the determination of the rates charged user
agencies.  The indirect administrative costs of operating the fund
would in later years be included in rates charged the nser agencies
only if the congressional appropriations committees determine that
such costs should he paid ont of the revolving fund as provided in
subseetion (c).

Finally, refunds or recoveries resulting from operations, such as
net procecds of digposal of fund property as excess or surplus and
moneys received in settlenment of loss or damage claims, are to he
eredited fo the fund.  After the close of each fiscal year net income
not required to offset prior year losses is to be transfevred to the Treas-
ury as miscellaneous receipts,

Subsection () provides for the inapplicability of other provisions
of law which otherwise would limit the authority of the Administvator
uler this proposed amendment to the Federal Property and Admin-
istrative Services Act of 1949, and specifically, the proviso following
paragraph (4), section 201 (a) of that act extending certain authority
to the Secretary of Defense to exempt the National Military Estab-
lishment from provisions of the Property Act, as well ag provisions
of scetion 602 (d) of this act granting exemptions to the Afomic
Euergy Commission, T'VA, and others,

The Secretary of Commerce is anthorized in subsection (f) to pro-
vide scientific and technological advisory services velating to ADDP
to the agencies and particularly to the Administrator of General
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Serviees in exercising the authority delegated in this legislation. The
Seeretary of Commerce is further authorized to make recommenda-
tions to the President relating to the establishment of unitorm Federal
ADP standards. This subsection also delineates the authority of the
Secretary of Commerce to undertake research in the sciences and tech-
nologies of automatic data processing systems. It is not intended
that activities carried out under this authority duplicate or preclude
researcch being done by other Government agencies or private industry.

Subsection (g) provides that the authority conferred upon both
the Administrator of General Services and the Secretary of Com-
merce by this amendment shall be exercised subject to direction by
the President and to fiscal and policy control by the Bureau of the
Budget. The Administrator is specifically precluded from impair-
ing or interfering with the determinations by the ngencies of their
ADP requirements.  Under this program the user would develop the
specilications for and select the type and configuration of equipment
needed.  The Administrator would then procure the selected equip-
ment and supply it to the users. The Administrator is further pre-
cluded from interfering with or attempting to control in any way the
use of equipment or components furnished to the agencies out of the
fund. "The Administrator is required to give adequate notice to all
agencies and other users of any proposed determination specifically
atfecting them or equipment used by themn. If the user concerned and
the Administrator fail to agree on the proposed determination, the
issuo shall be subject to review and decision by the Burean of the
Budget, or as the President may otherwise direct.

VI. AGENCY REPORTS ON ILR. 4845

(The agency reports md comments received on JLR. 4845 follow :)
CoarvrrrorLer GENERAL OF TRE UN1TED SrATEs,
Washington, D. (., March 22, 1965,
Ton. Winiaax L. Dawsos :
Chairpan, Committee on Government Qperations,
[louse of Bepresentatives.

Dear Mz, CnamyraN: Reference is made to your letter of February
19, 1965, and letter of February 26, 1965, from the chairman of your
Government, Activities Subcommittee requesting our comments on
H.R. 4845. This bill would provide for the cconomic and eflicient.
purchase, lease, maintenance, operation, and utilization of automatic
data processing equipment by, or at the expense of, Federal depart-
ments and agencies,

_Inour letter to you of May 15, 1963 (B-151204), we submitted our
views regarding H.R. 5171, 88th Congress, a similar bill to H.R. 4845,
89th Congress. ~ Also, by letter of August 4, 1964, we made a report to
the chairman of the Senuate Committec on Government Operations on a
proposed amendment of F.R. 5171 in the nature of a substitute that
was prepared in an effort to meet objections of the Federal agencies
to the provisions of H.R. 5171 as passed by the House of Representa-
tives. In our comments on H.R. 5171 and the amendment to H.R.
5171, we expressed the belief that enactment of the bill would be in
the interest of the Government and would result in considerably more

O

e




Q

ERIC

Aruitoxt provided by Eic:

42 AUTOMATIC DATA PROCESSING EQUIPMENT

economieal procurement and utilization of automatic data processing
equipment.

In commenting on IL.R. 5171 and on the proposed amendment. in the
natwre of a substitute for TLR. 5171, we included the following state-
ment. which we feel reflects onr views on this matter:

“In our report to the Congress dated March 6, 1963 (B-115369), on
the ‘Financial Advantages of Purchasing over Leasing of Electronic
Data Processing Equipment in the Federal Governmeut,” we pointed
ont that there is need in the Federal Government for an effective
inechanism to coordinate and control the purchase, lease, maintenance,
and ntilization of EDP equipment. Accordingly, we recommend to the
President. of the United States that he establish such an oflice in his
organization. 'We are of the opinion that overall policy guidance
and direction of the Government’s data processing programs can be
most. effectively accomplished through the efforts of a small, highly
placed central management office in the executive branch of the Gov-
ernment. THowever, we recognize that there are various wavs in which
central control can be exercised over the proecurement and utilization of
this type of equipment. FLR. 5171 provides such an alternate method.
We are not opposed to the method set. forth in I'L.R. 5171; however, we
feel that the mechanism proposed in ILR. 5171 for carrying out the
detailed operations of coordination and control needs to be snhject
to the policy guidance and overall direction of the Oflice of the
President.”

We note that the proposed bill, H.R. 4815, provides in paragraph
(g) that tho authority conferred upon the Administrator and the
Secretary of Commerce by this legislation shall be exercised subject. to
direction by the President and to fiscal and policy control exercised
Ly the Bureau of the Budget.

In onr report to the Congress dated April 30, 1964 (B-115369), on
the “Review of Problems Relating to Management and Administra-
tion of Electronic Data Processing Systems in the Federal Govern-
ment.” we reviewed several problems pertaining to the management
of EDP systems in the Federal Government. "We commented that
these problems have arisen largely because of the decentralized system
of management used whereby each using agency makes its own deci-
sions on the procurement and utilization of EDP equipment, without
regard to the economies available from considering overall Govern-
ment needs. 'We further commented that our review of these problemns
and the manner in which they can be resolved to the maxintum finan-
cial advantage of the Federal Government has reinforced our earlier
conclusion that, an effective central management organization with
appropriate authority and responsibility is needed to exercize control
over the procurement. and use of data processing facilities and velated
cnsts being incurred by the Government,

In addition to our March 6, 1963, and April 30, 1964, Government-
wide reports, we have issued 64 reports to the Congress covering
reviews nade of selected aspects of individual ageney or Government
contractor automatic data processing svstems. These reports have
contained numerons examples of deficient. management of automatic
data processing equipment. and of potentinl savings throngh more
cffective and centralized management of these facilities.
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With reference to the policies and procednres set forth in the bill, 1
we offer the following comments for consideration:

1. We snggest. that the following sentence in snbsection 111(g),
pages 5 and 6, be deleted : “The Administrator shall not interfere with,
or attempt to control in any way, the use made of automatic data proc-
essing equipment or components thereof by any agency or usev.”

This provision wonld place nndue restrictions on the Administrator
of General Services which wounld preclude the attainment of the most
effective and economical procurement and use of antomatic data proc-
essing equipment. We believe that this provision conflicts with other
authorities granted the Administrator.

Furthermore, we believe that this provision conld negate the anthor-
ity eranted in section 111(b) (1) to the Administrator to require joint
utilization of automatic data processing equipment by two or more
agencies or to establish snd operate equipment pools and data process-
ing centers for the nse of two or more agencies if those agencies are
unwilling to operate in such manner.

2. The bill provides that a report of receipts, disbursements, and
transfers to miscellaneous receipts relating to the antomatie data proe-
essing funds be made annnally to the Director of the Buvean of the
Budget and to the Congress. The type of report called for is some-
what limited and we wonld recommend that. the bill require a more
complete financial report. Accordingly, we suggest that the words
“a report of receipts, disbursements, and transfers to miscellaneous
receipts, imder this authorization” be deleted and the following substi-
tuted : “appropriate reports on the financial operations of the fund in
accordance with the regularly established requirements of the Bureau
of the Budget.”

3. We suggest that the bill provide that, after a date determined
upon, based on recommendation of the Administrator, existing appro-
priations and, unless specifically so provided, future appropriations of
the agencies concerned, other than appropriations to the fund, shall
not be available for the purchase or lease of automatic data processing
equipment of the types taken over by the Administrator or }m' obtain-
ing similar automatic data processing services by contract.

4. We note the term “organization” appearing on page 4, lines 5
and 6 of the bill. If by use of this term 1t be infended to anthorize
the Achninistrator to make equipment available for, ov otherwise
supply services to, private organizations, which would constitute an
exception to section 3678, Revised Statutes, 31 U.S.C. 628, vequiring
the application of appropriations solely to the objects for which made
| and no other, in the absence of specific anthority to the contrary, then

adding the word “private” before the word “organization”™ would
| obviate any doubt in the matiter.
3. We suggest that a provision be added ta the bill to provide that
* no exccutive agency shall be exempt from the provisions of the hill
except, under extraordinary civeumstances.

6. With regard to the applicability of this legislation to Govern-
ment contractors, we nnderstand the reference on page 2 of the Lill, “or
at the expense of, Federal agencies” is intended to extend authority of
the Administrator over contractor equipment under negofinted
contracts. '
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Wehave taken the positionthat, to the maximum extent practicable,
data processing equipment or systems required by contractors in the
performance of negotiated contracts with the Federal agencies, where
the whole or a substantial part of the cost of such equipment or systems
would become a part of Government contract prices, should be fur-
nished by the Government with title or leasehold interest remaining in
the Government subject substantially to the same laws and regulations
applicable to in-house Government equipment.

We believe the enactment of the bill would be in the interest of the
Government and will result in considerably more economical procure-
mient and utilization of electronic data processing equipment. There-
fore, and subject to the changes suggested above, we favor enactment
of the proposed legislation.

We will be available to testify at the proposed hearings and we will
be pleased to assist the committee in any respect with regard to this
matter,

Sincerely yours,
Jostrerr CayrseL, Comptroller Generdl.

Execvnive OrrFict or THE PrisieNT,
Bureaw or e BUDGET,
Washington, D.C.,March 11,1965.
T

Houn, WirLiaa .. Dawsox,

Chairman, Committee on Government O perations,

House of Representatives,

Washington, D.C.

Drar Mr. Caamyrax : This will acknowledge your letter of Febru-
ary 19, 1965. inviting the Burean of the Budget to comment on HLRR.
4845, a bill to provide for the economic and efficient pruchase, lease,
maintenance, operation, and utilization of automatic (ll:\tu-px-ocessing
cquipment. by the Federal departments and agencies.

President Johnson transmitted to the Congress on March 2, 1963, a
report on Federal policy and practices in the acquisition and utiliza-
tion of electronic computers in Government. The report, prepared by
the Bureau of the Budget, is based on the results of 2 year-long study.
It proposes a broad program to achieve incressed effectiveness, coupled
with greater economy, 1n the expanding use of auntomatic data-proc-
essing equipment, In a letter transmitting the report to the Congress,
the President indicated that the policies and suggestions for improve-
ment outlined in the report had his approval.

Under the policies approved by the President, agency heads are held
responsible for taking necessary actions toassure the most efficient and
economic administration and management of their ADP activities.
Within that framework of responsibility, the President_expects the
central agencies—the Bureau of the Budget, the General Services Ad-
ministration, and the Civil Service Commission—to develop policies
and guidelines for the improved management and utilization of ADP
and to exercise lendership in promoting interagency cooperation,
coordination, sharing arrangements, and other mensures to assure that
the Government’s A%P requirements are met effectively and at mini-
mum cost.

-
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To carry out the reconmendation made in the Bureau’s report, no
signilicant changes would be required in existing organizational ar-
rangements oy in the assignment of responsibilities to the Burean of
the Budget, General Services Administration, Civil Service Conunis-
sion, Department of Comuinerce, or the departments and agencies. We
believe, {IO\\'(’,\'CI‘, that there is a clear iiced to strengthen the resources
devoted to the management of automatic data processing within both
the central agenciesand the line departments. In addition, enactment
of legislation specifically addressed to the management of automatic
data processing in the executive branch of the Federal Government is
considered desirable to reinforce and amplify the broad general au-
thorities now vested in the Bureau of the Budget, General Services
Administration, and the Department of Commerce. The report con-
cludes that the Iack of specific legislation now “creates unnecessary
handicaps to the most effective management of ADP.”

Accordingly, the report recommends the enactment of general legis-
lation (1) providing an_expression of congressional policy on the
acquisition and use of AP equipment, and (2) giving a specific di-
rective to the Bureau of the Budget and the General Services A dmin-
istration, within the areas of their presently assigned responsibilities,
to take necessary actions to assure the most economic and effective use
of ADP. The report also recommends that explicit legislative au-
thority be provided (1) for the establishment of a revolving fund to
facilitate the establishment of service centers, equipment pools, aud
time-sharing axrangements, (2) to provide authority to develop, meas-
ure, test, and make provision for (#le approval and implementation of
Federal standards for ADP cquipment and techniques and Federn
standard data elements and codes,and (3) to provide specific authority
and direction to the Secretary of Commeree to establish a centralized
research center on computer sciences and technology and to provide
advisory and consultative services to Government. agencies on com-
uiter systeins clevelopment. and related scientific and technieal prob-

ems.

It isthe view of the Bureau of the Budget that enactment. of H.R.
4845 would assist materially in carrying ont the policies and stugges-
tions for improving the acquisition and utilization of electronic com-
puters which have been approved by the President. Accordinglyv, the
Bureau of the Budget recommends that your committee give favorable
considerntion to H.R. 4845.

Sincerely yours,
Puituie S. Huanes,
Assistant Director for Legislative Reference.

GENERAL SERVICES ADMINTSTRATION,
Washington,D.C., March 15, 1965.

ITon. Winian L. Dawson
Chairman. Comanitlee on éovernnwnt O perations,
ITouse of Representatives, W ashington, D.C.

Dean Mr. Crrairman: Your letter of February 19, 1965, requested
the views of the General Services Administration on H.R, 4845, 89th
Congress, n bill to provide for the economic and efficient purchase,
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lease, maintenance, operation, and utilization of automatic data proc-
essing equipment by Federal departments and agencies.

The bill would add a new section 111 to title 1 of the Federal Prop-
erty and Administrative Services Act of 1949, 63 Stat. 377, as amend-
ed, which would centralize GSA control over all electronic data
processing equipment required by Federal agencies. Financing would
be provided by @ revolving fund established by the section. 61‘iginal
capitalization of the fund would be by appropriation and transfer of
assets, which would be reimbuursed through user charges.

The bill would provide legislation needed to supplement existing
statutory authorities, remove any doubt as to the authority for func-
tions presently being performed, and provide a clear statement of
congressional policy respecting ADP matters.

General Services Administration endorses the views set forth in
the letter of March 11,1965, from the Director, Bureau of the Budget,
to the chairman, House Committee on Government Operations, in
support of H.R. 4845.

Accordingly, the General Services Administration recommends that
your committee give favorable consideration to H.R. 4845.

The Burean of the Budget advises that, from the standpoint of the
administration’s program, there is no objection to the submission of
this report toyonr commit tee:

Sincerely yours,
Roserr . Grirnix,
Acting Administrator.

——

Tur SECRETARY 01 DrreNse,
Washington,D.C., M arch 18,1965,
Hon. WiLuiax L. Dawson,
Chairman, Commnittee on GGovernment Operations,
llouse of Representatives, Washington,D.C.

Dean Mr Ciamaray: Reference is made to your request for the
views of the Department of Defense on H.IR. 4845, 89th Congress, a bill
{o provide for the economic and efficient purchase, lease, maintenance,
operation, and utilization of auntomatic data processing equipment by
Federal departments and agencies.

The Deopartment. of Defense concurs in the desirability of setting
forth in legislation an expression of policy by the Congress on the ac-
quisition and nse of automatic data processing equipment by Iederal
agencies. Such an expression of policy by the Congress would be of
assistance to the Bureau of the Budget and the General Services Ad-
ministration in coordinating the management of ADPE throughout
the Government.

As you know, the Bureau of the Budget and the General Services
Administration have already initiated actions which should materially
improve the management of ADPE. A Government-wide rentiliza-
tion program has been initiated within the last year which has been
implemented throughout the Department of Defense. Under guid-
ance provided by the Bureau of the Budget, ADPE sharing exchanges
are being established by the General Services Administration and
these actions are being fully supported by the Department of De-
fense. Recently, the Bureau of the Budget issued Circular A~71
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which is designed to further improve the management of ADPE with-
in the Government and which specifically identifies the responsibil-
ities of all agencies in this regaxd. This circular is intended to im-
})lement recommendations contained in the Bureau of the Budget

teport to the President. on the AlunuFanHL of Automatic Data Proc-
essing in the Federal Government which the President approved and
transmitted tothe Congresson March 2,1965.

The Bureau of the Budget Report expressed certain conelusion on
the matter of procurement and use of automatic data processing equip-
ment. It recommended that Governmentagencies retain their present
responsibilities for making decisions in this area, rather than have a
separate central oflice enipowered with anthority to make these deci-
sions. The latter course, the report concluded, will dilute the respon-
sibility of agency heads for the management of their organizations
and automated systemns; and would serve to divorce ADP manage-
ment from the arrangements established by Bureau of the Budget Cir-
cular A—71 with respect to Presidential surveillance over the overall
management of the executive branch. Tt would also interfere with
direct Government agency-contractor relationships.

With respect to the establishment of a centralized revolving fund
forthe acquisition and utilization of ADPE, the Bureau of the Budget
report, as approved by the President, limited its recommendations on
the use of such a fund to those situations involving the establishment
of service centers, equipment pools, and time-sharing arrangements or
where it would be advantageous for appropriate Iederal agencies on
i permissive basis to finance the ncquisition and utilization of ADVE.,

There is contained in FLR. 1845 certain language which might be
construect to require, on o mandatory basis, Federal agencies and their
contractors to obtain theiv individual ADPE requirements through the
Administrator of General Services. The Administrator would pur-
chase, lease, or transfer from other Federal agencies the equipment to
meet. these requirements.  Fxceptions would be permitted only at the
diseretion of the Administrator.  Regardless of which agency pro-
cnred the equipment, the bill could be interpreted to require the use
of the centralized revolving fund provided for in subsection 111(e)
in all cases.

Use of such a fund on a mandatory basis would vesnlt in imposing
another step in (he procurement of ADPE. Moreover, there wonld
he extra costs to Federal agencies resnlting from surcharges necessary
to reimburse the General Services Administration for costs of operat-
ing the fund. Inaddition, it could discourage second and third users
of the equipment since they would be paying rentals to General Serv-
ices Administration for older and per]m{)s less eflicient equipment
that might be ashigh or higher than what they would pay for the most
modern equipment. Under existing procedures for the utilization of
equipment excess to one agency by another agency, there is « clear
financial incentive to utilize such equipment. Xf 1t is Government-
owned, it can generally be acquired at no cost except for transporta-
tion, packing, and dismantling charges. If the equipment will do the
iob, the economic advantage over new equipment is obvious. Even
with leased equipment, the agency can usually obtain it at a substantial
discount from thenew price. Since the General Services Administra-
tion could charge rentals as long as the equipment is in use (and wonld
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have fo until it is amortized), the incentive to use older, perhaps out-
moded, equipment is lost. The General Services Administ ration may
then find itself eventually in the position of having a large inventory
of unused equipment in warehouses or directing agencies to use this
equipment. even though newer, more eflicient equipment is available
af equal or lower cost.  For the above reasons. the Department of
Defense does not consider the establishment of a revolving fund for
acquisition of all ADPE as desirable.

The vievrs of this Department. with respect to ADPE in the hands
of Government contractors have been made known to the Bureau of
the Budget, the (Feneral Accounting Office, and to various committees
of Congress. The General Accounting Office has issued a series of
reports on this matter, favoring Government. ownership for ADPE
in Government contractor plants. Detailed comment to the Comptrol-
ler General on his recommendations in this area were supplied to him
on May 21, 1964, a copy of which is attached. :

Department of Defense procurement policy is to place maximum
responsibility on contractors for contract performance, including the
responsibility for facilities acquisition to perform those contracts.
This would include ADPE. The Department’s policies of contractor
responsibility go hand in hand with increased emphasis on the use of
fixed-price contrictsand contracts with wids-ranging incentives which
are designed to insure the utmost, in sound contract. mana gement. hy
Government contractors. Acceptance of a principle which would
provide all ADPE to contractors as Government-furnished equip-
ment carries with it substantial penalty because (1) it represents in-
creased Government control and intervention in private enterprise
and management initiative; (2) it poses the extreme likelihood of the
creation of a substantial inventory of idle ADPE: (3) the adminis-
tration and caretaking of such an equipment. inventory will he ex-
tremely costly; and (4) it overlooks the alternative that the contractor
can purchase ADPE in many cases with better advantages to the
Government.

It has been stated that a principal advantage of centralized procure-
ment of ADPE is that lease/purchase decisions could be made on the
basis of the total Government requirement for the equipment over its
useful lifespan rather than on the basis of estimated use by the acquir-
ing organization. The Department of Defense position, based upon
extensive experience with this type of equipment, is that it is practi-
cally impossible for a single agency to determine potontial secondary
users within the agency at the time of initial acquisition and that it
is completely unreslistic to assume that any agency can make such
determinations forthe Government as a whole. Weare in full support
of the objectives of purchasing computers on the basis of proven eco-
nomic advantage over leasing for the known application of the equip-
ment. Lease/purchase analysis is made when the equipment is ac-
quired and continually thoreafter if the equipment is leased to assure
that changed situations have not altered the original decision. The
Department. now purchases in all cases where the economic advantage
is proven, based upon the known use of the equipment and if the
funds are available. The equipment is then assured of full amortiza-
tion by the initial requiring agency and, as previonsly mentioned, re-
utilization of the equipment by a secondary user is helped by an ability
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to transfer the equipment at no cost. This procedure allows selected
purchase of equipment where economy is assured and facilitates its
reutilization, bnt at the same time prevents o costly buildup of owned
equipment which may ornay not have further usoto the Government.

In view of the foregoing, it is recommended that in line 8, page 1 of
the bill, the words “and provide for” be deleted; in line 4, page 2, the
word “shall” be changed to “may®; in line 7, page 2, the words “and
directed™” be deleted ; in line 12, page 2, the word “require” be changed
to “provide for?; and in lines 13, 14, and 15, page 3, the words “for
the eflicient coordination, operation, utilization of such equipment by
and for the Federal agencies” be deleted and substitute in lien thereof
the words “fo establish and operate equipment pools and data process-
mg centers by or for the use of two or more Federal agencies or to
finance at. the request of a Federal agency the aequisition and utiliza-
tion of such equipment.”

The chairman of the Subcomnmittee on Government Activities in his
statement on the floor of the House of Representatives on February 11,
1965 (p. 2586, Congressional Record), at the time ILR, 4845 was intro-
duced, stated that the bill contained exceptions necessary for reasons
of security and defense and that it was not intended that the legislation
cover any specinlized scientific or specially designed military APD
sysiem components,

Virtually all specially designed ADPE devrloped for military pur-
poses such as weapons {ire control, tactical military field operations,
scientific and engineering, missile and satellite tracking, weapons
dovelopment, conmand and control, and communications operations
are procured as integral ‘)nrls of weapons and support systems. 1t
should be further noted that commercial general purpose_equipment
isselected for these systems when it can perform satisfactorily,  Selec-
tion of specific equipment, however, must always be related to the
fotal system and its interfoce requirements, The Department of
Defense also makes extensive use of ADPE for intelligence and other
highly classified purposes. Information essential to the selection and
acquigition of this equipment is highly classified and its dissemination
restricted accordingly, Certain agencies of the Department of De-
fense make extensive use of ADPE in accomplishing urgent, cryptologic
missions.,  Design or selection, production, testing, and updating of
ADP equipment and the urgency and sensitive classified nature of the
data to which the ADDP applications are made require that the most
rigid security measures and time schedules be applied. It is con-
sidered essential that determinations with respect to ADPE of the
types described above involving the national defense and national
secutity be made by the Secretary of Defense.  Accordingly, the fol-
lowing additional amendment is recommended for incorporation in the
bill commencingon page2,iine 16:

“This section shall not be construed to apply to specially designed
antomatic data processing equipment for scientific, military or
cryptologic nses and the head of a Federal ageney is authorized to
determine when any automatic data processing equipment should be
excluded from the provisions of this section for rensons of national
defense or national security.” .

In conclusion, the Department of Defense snpports the enactment
of HLR. 4845 if it is amended to inclnde tho suggestions set forth

ALA__};E_#-—_




Q

ERIC

Aruitoxt provided by Eic:

50 AUTOMATIC DATA PROCESSING EQUIPMENT

above. It concurs in those provisions of 11.I%. 4845 pertaining to re-
sponsibilities to be vested in the Secretary of Commerce. The Depart-
ment. of Defense is engaged in extensive scientific research and devel-
opment. activities in the ADPE field primarily with respect to our
military requirements. However, it believes that there is a definite
requirement on a Government-wide basis for the type of services
which the Seeretary of Commerce would provide under this bill. It
is nnderstood that. the anthority vested in the Secretary of Commerce
by subsection 111 (f) is not intended to curtail or restrict Department
of Defense research and development activities in this field.

Weo will be happy to provide any further information that your
commitiee may request. Iurther, the Department welcomes the op-
portunity to testify at hearings to be held on HLR. 4845.

The Bureau of the Budget advises that, from the standpoint of the
administration’s program, there is no objection to the submission of
this report. tothe committee.

Sincerely,
Cyrus R. Vance.
Deputy Secretary of Defense.

OFFICE oF 1111 PosTIMASTER GENERAL,
Washington, D.C., M areh 29, 1965,
Hon, Wirriaa L. Dawsox,
("haiviian, Committee on Gorernment O perations,
House of Representatives, Washington, D.C.

Dear M, Cuamstan: This is in veply to your request [or a report
on ILR. 4815, to provide for the cconomic and eflicient pnrchiase, lease,
maintenance, operation, and ntilization of antomatic (\uln processing
equipinent, by Federal departiments and agencies.

The Post Oftica Department. is already accomplishing many of the
purposes of this legislation.  During the past year, ADD aetivities of
our 15 regional oflices have been consoli(}ntud into 6 data processing
centers, which resulted in an inereasged utilization of equipment, and
an estimated cost. reduetion of over £ million a year.

Wa havoeactively participated in the Burean of the Budget’s experi-
mental ADP sharing programv in Philadelphia, where a member of
the Department’s regional office staff served as chaivman of the re-
gional sharing program. Since the completion of this experiment
we have taken advantage, as fav as possible, of equipment sharing
opportunities.

In 1964, for example, the Department. arranged to nse the Treasnry
Department’s largev capacity computer for sorling esnployee earnings
records of a quarterly basis to meet Internal Revenue requirements.
This arrangement provided measurable time and financial advantage
to both Departments. Sharing has also been advantageous in the
andit, of postal money orders. The Treasury Department now per-
forms the reconciliation function on a joint-use arrangement utiliz-
ing their equipment, This is saving the Post Office Department an
outlav of over $300,000 a year.

Tt is noted that section 111 (b) (2) provides that the Administrator
of General Services may delegate to an agency authority to lease,
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purchase, or maintain individual ADP systems or specific mmits of
equipment when he determines such action to be necessary for econ-
omy and efliciency of operations. He may also delegate to an agency
authority to lense, purchase, or maintain ADP equipment “to the
extent to which he determines such action to be necessury and desir-
able to allow for the orderly implementation of a program for the
utilization of such equipment.” ith respect to these provisions, it
is our helief that management decisions as to when and where ADDP will
be used are the prerogative of the agency concerned. More impor-
tantly, we believe that the General Services Administration does not
have the expertise to make judgments respecting complicated postal
operntions, or the relationship of ADP equipment to such operations,
in terms of efficiency and economy.

Looking to the future, it is evident that ADP will become increas-
ingly important to us in our day-to-day o?emtions in various phases
of the handling and transportation of mail as well as in the manage-
ment. Through the use of a comprehensive data-gathering net-
work, we anticipate that sectional center workload forecasts will in
time be provided for use by postal managers in planning more pre-
cisely transportation and manpower requrements. Air and surfuace
transportation schemes are in the process of being developed anto-
matically with o view to optimizing transportation routings in terms
of time and cost. YWe have an experimental project presently under-
way which indicates the prncticaBility of developing essential man-
agement information in such areas as prodnction schednling and work
measurement, with payroll data being obtained as a byproduet from
the overall process. Onr research and development efforts involve
the nse of ADP and related equipment as control components for
mail processing transport equipment.

We are actively studying and testing a variety of new applications
of ADP involving mail processing operations on workroom floors. -
Until these applications have been designed, developed, tested, and
proved, the kind of equipment needed, the number of installations,
and the incation of equipment cannot be determined. Here, as in
the other urens ontlined ahove, the expertise of postal engineers is
required for efficient procurement, operation, and maintenance of
ADP equipment.

Computer technology, as we know it today, is advancing at a rapid
rate, and it is reported that computer equipment becomes obsolete in
40 months or less. With this in mind, and with the General Services
Administration passing on our requests for ADP, it can reasonably
he assumed that delay will necessarily result in the acquisition and
cause increase in procurement leadtine. Such delay can be lengthy
and result in reducing the value of the equipment being acqnired.

The Department agrees with ilie general design of the legislation
to achieve a program of greater ecotiomy and increased effectiveness
in the use of ADP equipment. The proposed sharing arrangements
in the utilization of such ADP equipment, as recommended by the
President, we believe will contribute greatly in meeting Government-
wide ADP requirements at minimum cost, and help to establish com-
‘mendable gui((ﬁelines in ADP administration-management. sietivities.
We are mindful, however, that tk-~ Post Office Department st op-
erafe within a framework of responsibility re g o day-to-day
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method of operation, which in many respects differs from other agen-
cies, and requires different operational procedures. It is hoped, there-
fore, that while we are in accord with the overall Federul policy in-
tended, restrictive requirements will not be employed which wonld
hamper or delay onr normalactivities.

In this connection we feel clarification should be made as to sub-
section (b) of the legislation which anthorizes the General Services
Administrator to make determinations and to require transfers and
joint. utilizations of ADP equipment by the agencies. The extent. of
this authority is not. clear when read with the language of snbsection
(2) of the bill which restricts the anthority of the General Services
Administration where it impairs or interferes with agency deter-
minations.

The Burcau of the Budget has advised that from the standpoint of
the administration’s program there is no objection to the subnission of
this report to the committee,

Sincerely yours,
Jon~N A. GroNouUskKi,
Postmaster Gencral.

—

DEPARTMENT OF AGRICULTURE,
Washington, D.C., Mareh 15, 1965.
Hon, WirLiay L, Dawsox.
(C'hairman. Committce on Government O pervations,
Iouse of Representatives.

Dear Mi. Cruamaean : This is in reply to your request. of February
19, 1965, for a report. on ILIR. 4845, a hill to provide for the economie
and eflicient purchase, lease, maintenance, operation, and utilizatioun
of antomatic data processing equipment by Federal departments and
agencies,

In the Department of Agrienltnre significant improvements have
heen made in our program operations by nsing automatic data process-
ing equipment, We feel that, the Department’s policies in the aciuisi-
don and use of antomatic data processing equipment are in accordance
with the objectives of TLR. 4845, We have computers of four manu-
facturers installed or on order. Three depavtmental data processing
centers ave now using large computers. Digital and analog computers
are used as reseaveh tools in our laboratories.  Swipl and medinm com-
puters are nsed where the workload warrants. .\ Department staff
provides overall leadership and coordination of Department-wide
activities pertaining to the numagement and nse of antomatic data
processing equipment.

Secticn 111(g) of the proposed legislation relates specifically to the
relationship of the General Services Administration to the agencies
and other users of automatic data processing equipment, The report
on the management. of automatic data processing in the Fedeval Gov-
ernment, which was transmitted by the President to the Congress on
March 2, 1965, contained the following recommendation:

“Tn summary, we have conelnded that the establishment of a separvate
oflice empowered with anthority and responsibility to make decisions
on the proeurement. and utilization of ADIP equipment would dilute
the responsibiligy @f agency heads for the management of their orga-
nizations, that #'€suld serve to divorce ADP management from the
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estublished arrangements for Presidential surveillonee over the overall
nanagement of the execntive branch, and that it would interfere with
diveet Govermment agency-contractor relationships unnecessarily.”

We feel that this aflivmative statement of policy clarifies the intent
of this section. :

The Bureau of the Budget issned Circular No. A-71 on March 6,
1965, assigning appropriate responsiiblity for the administration and
management of antomatic data processing activities to the Burean of
the Budget, General Services Administration, Departinent of Com-
meree, Civil Service Commission, and to the heads of executive agen-
cies. "This specific assignment. of responsibilitics to executive agencies
should facihtate the cflicient and sconomical management of ADY
activities,

We believe that LR, 4845 will facilitate omr efforis to achieve fur-
ther economies, particululy by the additional services to he available
from the Bureau of the Budget, the General Service Administration,
and the Departmient of Commerce and the provisions for the antomatic
data processing fund for the proenrement of antomatic data processing
cquipment. Accordingly, the De‘):n-tment of Agriculture recommends
that yonr committee give favorabie consideration to LI, 4845,

The Bureau of the Bndget advises that there is no objection {o the
presentation of this report from the standpoint. of the administration’s
program.

Sincerely yours,
Orvirrr L. Frueyrax,
Secretary.

T Geserarn Covnsen or iy TrREasony,
Washington, D.C., March 12, 1965,
ITon, Wi L. Dawsox,
Chairman, Committee on Goveriment Qperations,
House of Representatives, Washington, 1).C.

Praw M, Cuatiaran: Reference is made to your request for the
views of this Department on IR, 4813, to provide for the economic
and eflicient. purchase, lease, maintenance, operation, and ntilization of
antomatic data processing equipment by Federal departments and
agencies,

The proposed legislation would authorize the Adininistrator of the
Gener: l Services \dministration to coordinate and provide for pur-
chase, lease, maintenance, and transler of antomatic data processing
cruipment; (o vequire joint wtilization of such equipment; to establish
and operate equipment paals and data processing eenters; and fo dele-
wate sitch anthority to other Federal ageneies. It wonld also provide
for establishment of automatic data processing finds, authorize the
Seeretary of Commerce to provide scientific mud technological advice
on and to recommend standavds for antomatic data processing, and
place certain Thnits en the anthovity of the Adwministrator and Secre-
tary in carrying ont its provisions.

The Treasury Department supports the anderlving objectives of the |
proposed legriglation.  While much can he accomplished in the economic
and eflicient use of antomatic data processing equipment. and tech-
niques within the framework of existing legislation, regniations, and
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administrative arrangements, there may be cerfain advantages to be
gained in the enactment of logislation dealing with this signilicant, and
relatively new, management resource. ‘

Some portions of the proposed legislation, however, may need clari-
fiention. TLR. 4815 would add to the Federal Property and Adminis-
frative Services Act of 1049, as amended, a new section 111 of which
snbsection (b) (1) states in part that “Automatic data processing
equipment. suitable for * * * use by Federal agencies shall be pro-
vided by the Administrator through * * * transfer of equipment
from other Federal agencies * * ** The Department interprets this
provision to mean that equipment so transferred wonld have first heen
declared excess by the using ageney and thereby preclude possible
interference with the ability of the nsing ageney to carry ont its pro-
wram responsibilities. )

Subsection (b) (1) wonld also provide that the Administrator is
anthorized “to require joint utilization of such equipment bf Lwo or
more Federal ageneies.”  ‘This provision is in appavent conflict with
the provision of snbsection (g) of seetion 111 which would provide that
“Authority so conferred upon the Administrator shall not be o con-
strued as fo impair or interfere with the determination by agencies and
other users of their individual antomatic data processing equipment
requirements.”  [Italic supplied.]

The Department snggests that the language “to fueditate joint utili-
zation™ would be preferable and would prechides possible misinterpre-
tation leading to interference with an ageney's responsibility to give
priority to its assigned programs,

Subsection () (2) of seetion 111 would provide that “the Adminis-
teator may delegate to one or more Federal agencies authority to oper-
ale automatic data precessing equipment pools and automatic data
processing eenters * # %7 The Department considers that. it is the
mtent. of this provision to euable establishiment of such pools and cen-
ters for use by two or more ageneies nnder conditions not. hevetofore
anthorized by law,

The Department. further believes that subsection (b)(2) of section
111, along with the provision in the last sentence in snbsection (e),
should not be so construed as to preclude the operation by the head of
an agency of pools or centers now in existence or to be established
within an ageney under existing or future law. A contrary construe-
tion wonld seem to be inconsistent with that part of subsection (g)
which provides “the Administrator shall not interfere with, or attempt
to control in any way, the use made of automatic data processing equip-
ment. or components thereof by any ageney or user.”

Subsection (b) (2) would also provide that the “Administrator may
delegnto to one or more Federal agencies authority to * # * Jease, pur-
chase, or maintain individual automatic data processing systems or
specilic units of equipment * * ** ynder various conditions.  The De-
partment, under present. practice, first attempts to acquire the auto-
matic dafa proeessing equipment it has determined is needed, and for
which fuuds have been provided by law, either under the provisions
of Federal supply contracts the General Services Adniinistration has
negot inted with commercial suppliers or from the excess equipment of -
other Federal agencies, whichever is the most advantageous. Other
sonrces are not. used unless either a contract is not already available

TS Yt S G




Q

ERIC

Aruitoxt provided by Eic:

AUTOMATIC DATA PROCESSING EQUIPMENT 29

for the equipment needed or the equipiment available inder existing
contracts can he obtained more economically by negotinting « sepa-
rafe contract,  Assuming that the provision cited above can be con-
gtrned to confirm this practice, the Department would have no objee-
tion.

Subsections (¢) and (d) of section 111 would establish an “auto-
matic data processing fund, which shall be available without fiscal
year limitation for expenses, inclnding personal services, other costs,
and the procurement by lease, purchase, transfer, or otherwise of
equipment, maintenance, and repair of snch equipment by contract or
otherwise, necessary for the eflicient coordination, operation, utilization
of such equipment. by and for IFederal agencies * * *.”

The intent of this provision is not fully clear to the Department
which believes that the existing provisions of the Federal Property
and Administrative Services Act of 1949, as amended, already an-
thorizes & fund which the Administrator of General Services may use
to procure and maintain equipment for the use of executive agencies
in the proper discharge of their responsibilities.

It is assnmed, however, that the proposed fund wonld additionally
provide for the funding of necessary antomatic data processing centers
as proposed in subsections (b) (1) and (b)(2), discussed above, and,
further, could be used by agencies to finance the procnrement of per-
sonal services, snch as antomatic data processing systems design and
programing services where existing nuthority is inadequate. The
Department, wonld not. object to this interpretation, provided that, the
provisions of subsection (e) notwithstanding, agencies would not be
preclnded from using existing authorities to provide similar services,

The Treasury Department believes that subsection (f) would an-
thorize the expansion of the enrrently limited efforts of the Depart-
ment. of Commerce in providing scientific and technological advisory
services and proposing standards in the automatic data processing
field. The Department believes that such an expansion of efforts 1s
needed and fully supports this provision.

The Department has been advised by the Bureau of the Budget that
there is no objection from the standpoint of the administration’s pro-
gram to the submission of this report to your committee,

Sincerely yours,
Frep B. Sarrrn,
Acting General Cornsel.

Grxeran CoUNSEL OF TITE
DerarrMeNT or CodMMERCE,
Washington, D.C., Mareh 22, 1965,
Hon. Jack Brooxs,
Chairman, Government Activities Subcommittee, Commitire on Gor-
ernment Operations, House of Representatives, Washington, D.C.
Dear MR. Criairmax: This letter is in reply to yonr request for the
views of this Department on H.R. 4845, a bill to provide for the eco-
nomic and eflicient purchase, lease, maintenance, operation, and util-
ization of automatic data processing equipment. by Federal depart-
ments and agencies,
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We are in accord with the objectives of the bill and believe most of
its provisions would be helpful in advancing the development, effec-
tive application, and economic use of automatic data processing
throughout the executic branch. In particular, we believe that sub-
section 111(c) of the bill authorizing the establishment of a revolving
fund for equipping and operating automatic data processing centers
to serve Federal agencies should enable sonie Federal agencies more
readily and economically to exploit computer technology in their
operations.

Subsection 111(f) recognizes important responsibilities in the De-
partment of Conmuerce. Under that subsection, the Secvetary of Com-
merce would be authorized to provide Federal agencies with scientific
and technological advisory services related to automatic data process-
ing and related systems, to submit recommendations to the President
on uniform Federal automatic data processing standards, and to un-
dertake in connection with the above necessary research in the seiences
and technologies of computer and related systems.

The Department of Conimerce is a pioneer in the development. of
automatic data processing technology and systems and under existing
authority has provided an important part of the IFederal research and
developmenc in this area. While the Department’s existing authority
is very broad, we think it is appropriate in any legislation on central
management of automatic data processing equipment, for specific fune-
tions to be assigned-to the Scetetary of Commerce. Such un assign-
ment is desirable beeause it makes clear the relationship between the
vavious agencies concerned with this very important subject. We do
not construe subsection 111(f) as limiting in any way this Depart-
ment’s broad authority for scientific research.

The Bureau of the Budget’s recent report on the management of
automatic data processing in the Federal Government, which the
President transmitted to the Congress on March 2, 1965, recommended,
among ot her things:

“In order to improve the state of the art and to provide a source
of expertise to the Government agencies we recommend legislation
to provide specific anthority aud direction to the Secretary of Com-
merce to establish o centralized research center on comvuter science
and technology and to provide advisory and consultative services to
Goverunent agencies on computer systems development and technical
problems,”?

Bureau of the Budget Circular No. A-T1, issued March 6, 1965.
assigns responsibilities for the administration and management. of
automatic data processing activities. The specific responsibilities of

the Department. of Commeree under the circular are as follows:

“Phe Department of Connneree is responsible {for aiding in the
achievenient. of incereased cost effectiveness m the selection, ac-
auisition and ntilization of antomatic data processing equipment.
and in this comection will perform the following functions:

“(a) Provide advisory aud consultative services to executive
agencies on the methods for developing information systems
l;:lsod }m the use of computers and the programing and Ianguages
thereof.
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“(b) Undertake research on computer sciences and techniques,
inchiding system design, oriented primarily toward Government
applications,

“(e) Provide day-to-day gnidance and mionitorship of an
exceutive branch program for supporting the development, meas-
urement, and testing of voluntary commercial standards for
antomatic data processing equipment, techniques, and computer
languages.

“(d) Improve compatibility in automatic data processing
equipment procured by the Federal Govermment by recommend-
ing uniform Federal standards for antomatic data processing
equipment, techniques, and computer languages.”

We believe the language of subsection 111(f) of the bill provides
adequate legislative recognition for these responsibilities.

Subsection 111(h) of the bill places eertain central functions with
respect to ADP equipment in the Administrator of General Services
Administration. In the report President Johnson recently trans-
mitted to the Congress, the following conclusion was stated:

“We have concluded that the establishment of a separate oflice
empowered with anthority and vesponsihility to make decisions on
the procurement and utilization of ADP equipment wonld dilute
the responsibility of agency heads for the management of their
organizations, that it would serve to divorce ADP management from
the established arrangements for Presidential surveillance over the
overall management of the excentive branch, and that it would inter-
fere with direct Government agency-contractor relationships un-
necessarily®

Construing snbsection 111(Dh) together with subsection 111(g), we
helieve it is clear that the central role of GSA wonld he subject to
the direction and policy gnidance of the President and the Burean of
the Badget in accordance with the report the President. vecently
transmitted to the Congress and that the agencies wonld determine
their own needs for ADP equipment.  Snbsections 111(b) and 111 (g)
could be considered ambignous, however, with respect to who shall
make the final determination concerning the kinds of specifications
of ADP equipment needed to meet stated agency requirements effec-
tively and economically.

Agency heads are charged with the responsibility for the proper
and eflicient condnet of their programs and need to have authority
commensurate with this responsibility. This is particularly im-
vortaut when it relates to decisions ahont the kinds of ADP equip-
ment needed to meet ageney requirements.  Im many agencies ADP
equipment. has hecome & major resouree on which program opevations
and the management strntcures of those agencies ave vitally depen-
dent. It is not practicable (o expect the Administrator of the General
Services Administration to make or review decisions abont agency
ADP equipment needs that. necessarily involve agency program and
management jndgments. Cansistent with this understanding, we

:constrie suhsection 111(g) as a limitation on the authority of the
“Administrator and as leaving to each ageney the final determination

with respect. to the kinds or speeifications of ADD equipment needed
for meeting the agency requivements effectively and economically.
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Subjeet to these understandings, the Department would favor enact-
ment of FL.R. 4845.

We have been advised by the Bureau of the Budget that there
would be no objection to the submission of this report from the stand-
point of the administration’s program.

Sincerely,

Roserr E. Gires,
General Counsel.

Deravraest or Heavrn, EpucarioN, aNo WELPARE,
Mareh 25,1965,
Ilon. Winiay L. Dawson,
Chaimnan, Comanittee on Government Operations,
House of Representatives, Washington, D.C.

Drar Mr. Ciairyrax: This letter is in response to your request of
Febrnary 19, 1963, for a report on IL.IR. 4845, a bill “to provide for the
economic and eflicient purchase, lease, maintenance, operation, and
utilization of antomatic data processing equipment by Federal depart-
ments and agencies.”

The bill wonld provide for the Administrator of General Serviees
to coordinate and control the purchase, lease, and maintenance of
antomatic data processing equipinent by, or at the expense of, Federal
ageneies. It would also establish an automatic datu processing fund
on the hooks of the Treasury for the payment of costs ineident to
management of such equipment.

We are in general agreement with the provisions of this bhill.  We
specifieally approve of the provisions reserving the right of the exeen-
tive departiments and agencies to establish their own requirements.
The agency responsible for the administration of operating programs
must, have the authority to select the equipment it needs in order to
carry ount its programs and it should not be restrieted in its utilization
of equipment. We helieve that section 111(g) of the hill contains
adequate safegnards fo permit effective and eflicient administration of
agency programs without undne interference.

We believe the establishment of a central data processing fund to fi-
nance the acqnisition and maintenanee of antomatic data processing
equipment will permi* more economical decisions as to whether equip-
ment should he leased or purchaged.  Under present circumstances, an
agency must lease the equipment even though longrim savings wonld
result. from purehase only becanse budget” finds are not available.
The central data processiug fund will permit immediate porchase if
all other factors indicate it would be more economical to do so.

In summary. we approve of the bill so long as the bill clearly reserves
to the executive departments and agencies the right to determine their
own requirements,

We are advised by the Burean of the Budget that there is no ob-
jection to the presentation of this report. from the standpoint of the
administration’s program.

Sincerely,

Wisor J. Conen,
Agsistant Secretary.

El{fC‘ 09 . 61
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DEPARTMENT 0oF STATE,
Washington, D.C., March 12, 1965.
ITon. Wiraiam L. Dawsox,
Ilouseof Representutives.

Dran Mr. Cuamaan: The Department of State appreciates the
opportunity to comment on the bill, FLR. 4845, “to provide for the
cconomic and eflicient purchase, lease, maintenance, operation, and
utilization of automatic data processing equipment by Federal depart-
ments and agencies.”

The Department’s view of the proposed legislation is that it is con-
sistent with the report to the President on “The Management of Anto-
matic Daia Processing in the Federal Government,” which was ap-
proved by the President and submitted to the Congress on March 2,
1965 ; und that administration of the bill would be in accordance with
the provisions of Burean of the Budget Circular No. A~71, Mavch 6,
1965, on the subject of responsibilities for the adwinistration and
management of automatic data processing activities.

The Nepartment is pleased to observe that the hill does not place in
another agency any management authority necessary to the successful
attainment of its plaus for extending the use of data processing sys-
tems which are designed to cope with continuing warkload increases
without corresponding increases in personuel,

The Bureau of the Budget advises that from the standpoint of the
adminigtration’s program there is no objection to the submission of
these comnients,

Sincerely yours,

Doveras MacArruur IT,
Assistant Secretary for (Congressional Relations
(For the Secretary of State).

DepanrateNt or rue INTERIOR,
OFrFICE OF TITE SECRETARY,
Washington, ID.C., March 23, 1965.
Hon, Wirtray L. Dawsox,
Chairman, Commitice on Government Operalions,
ITonseof Representatives, Washington, D.C.

Drar Mr. Dawson: This responds to your request for ihe views of
this Department on H.R. 4845, a bill “To provide for the cronomic
and efficicut. purchase, lease, maintenance, ol‘wrntion, and utilization
of automatic data-processiug equipment by Federal departments and
agencies,

Wao recommend cuactment. of the bill,

The bill vellects the recommendations made in the report entitled
“The Management of Automatic Data Processing in the Federal Gov-
ernment,” which was transmitted to the Congress by the President on

Mareh 2, 1965.  We concur, therefore, with the report on HL.R. 4845 |
made to your committee by the Bureaun of the Budget, which was sent
to youon March 11,1965,
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The Burean of the Bndget has advised that there is no objection to
the presentation of this report from the standpoint of the sdministra-
tion’s program. :

Sincerely vours,
Groner T, Ronivsox,
Deputy Assistant Secrctury of the Interior,

Drparrarexer or Lanor,
Washington, May 7, 1963,
ITon. Wirnias T Dawsox,
Chaivman, Commiliee on Gorernment O perations,
I ouse of Representatives, Washington, 1).C.

Dyzan Mi. Ciraman: This is in response to your request for our
views on ILR. 4815, a hill to provide for the economic and eflicient
pmrehase, lease, maintenance, operation, and utilization of antomatic
data processing equipment. by Federal departments and agencies.

Shortly after recetving TLR. 4845 forr comment, we received Bureau
of the Budget Cirenlar No. A-T1, entitled “Responsibilities for the
Administration and Management of Antomatic Data. Processing Ac-
tivities.” This circular establishes a Government-wide proginm for
the coordination of ADP activities carried on by the Federal Govern-
ment. Tt clearly preseribes the responsibilities of the Burean of the
Budget, the General Services Administration, and other agencies with
rezard to ADP administration and operations,

It. appears that Cirenlar No. A-T1 accomplishes the objectives of

TLIR. <1845 and, accordingly, enactment, of this measure seems to he
unnecessary at. this time. TLowever, we would have no ohjection to its
enactment if the Congress considers it advisable.

The Bureau of the Budget advises that there is no objection to the
snbmission of this report {rom the standpoint of the administration’s
program.

Sincerely,
W. Winnann Wiy,
Secretary of Labor.

VETERANS ADMINISTRATION,
Orrice or i AmnNismaror or VerraNs’ Avrams,
el inglon,D.C., W areh 23, 1964,
ITon. Jack Brooxs,
Chairman, Government A et ivities Subecommitiee, Commilice on. GGor-
ernment O perations, Iovse of Representatives, Washington, D.(!,
Drar M., Crraraax: This vefers to vour request. for a veport hy
the Veteruns' Adminisiration on LR, 48135, 89th Congrrress, n hill “'I'a
provide for the economic and eflicient. purchase, leage, maintenance,
opevation, and utilization of antomatie data processing equipment by
Federal departmentsand agencies.”
TLR. 4845 wonld amend the Federal Property and Administrative
Services Act of 1949 to authorize the Administrator of the General
Services Administration to coordinate and provide for the economie

sa 63




Q

ERIC

Aruitoxt provided by Eic:

AUTOMATIC DATA PROCESSING EQUIPMENT 61

and efficient purchase, lense, and maintenance of automatic data process-
ing equipment by Federal agencies. As part of his responsibility, he
would be anthorized to transfer such equipment between Federa: agen-
cies, to require joint utilization of the equipment, and to establish and
operatoequipment. pools and data processing centers,

An automatic data processing fund would be established for the
proeurement and maintenance or repair of ADJ equipment. Provi-
sion is made for appropriations to suely ivind and for the erediting nf
advances and reimbursenients from available appropriations and
Tunds of other ageneies, organizations, or contractors utilizing the
equupment.

"This hill would also authorize the Secretary of Commerce to provide
agencies with scientific and technological advisory services relating to
automatic data processing, to make recommendations to the President
relating to the establishment of uniform Federal standards, and to
conducst resenrch in connection with this new form of science or tech-
nology. The bill also provides that the authority conferred npon the
Administrator of the General Services Administration shall not he
construed as to Impair or interfere with delerminations by agencies
concerning their individual ADD requivements nor shall he interfere
with, or attempt to control, the use of such equnipment by agencics.

Wa in the Veterans' Administration are yery much aware of the
significant role that automatie data proceessing equipment and related
systems have played in increasing effectiveness and improving produc-
{ivity in Govermnent operations. We have made a most determined
cffort to integrite the {tnols of data processing with the services we nre
responsible for providing and have made them an integral part of our
major program operations.  Asa result, decisions concerning the pro-
curement. of this type of equipment, and the manner in which it 1s to
De used, ave directly related to the success or failure of snch programs.
Flexibility and discretion in making these decisions are absolutely
necessary for the eflective administration of the programs involved.

During the past few yeavs the Execntive Oflice of the President, and
tha General Serviees Administration, have issued a series of bulleting
and civculars which prescribe methods of selection, acquisition, and
use of automatic data processing equipment.

(«) Bureau of the Budget Bulletin 60-6, March 1960, prescribel
guidelines for studying the feasibility of nsing ADP equipment.

(3) Burenu of {he Budget Cireular A-fid, October 1961, provided
auidelines for selecting equipment and deciding whether to purchase
oi’ lease.

{¢) Burean of the Budget Circular A-53, November 1063, is tha
basis for an annual inventory of ADP equipment use, costs, personnel,
and applieations,

() Buremu of the Bndget Circular A~61, August 1963, isan aid for
agencies to assess their ADP programs.

(e) Bureau of the Budget Cireular A-27, June 1964, creates ADP
sharing exchanges in the major cities of the conntry.

(f) GSA Regulation No. 36, April 1964, deals with the rense or dis-
position of equipment which exceeds a user’s needs.

The Veterans’ Administ ration has complied with all of these direc-
tives and the desired economies have been achieved. We have pur-
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chased all of onr 13 computers. Utilization of our major systens is
extremely high ; for example, the two Targe 7080 systems weve vt lized
1,443 hours ont. of a possible 1483 honr's (97 pereent.) in January 1496,
We are participating fully in the GSA sharing exchange proginm
both in Washington and throughont the comtry. (For further {aetg,
sce enclosure.)

Wo are, of course, nware of the report. to the President on the man-
ngement of antomatic data processimg in the Fecleral Government,
which has just. been completed by the Burean of the Budget and was
transmitted to the Congress on March 2, 1965. That report took the
position that the existing organizational amangements with respect
to nutomatic data processing in the Federal Government are basically
sound. Such report, however, indicated a need to strengthen the
vresources devoted to the management of ADP. Genenl legislation
was therefore recommended which wonld (1) provide an expression
of congressional policy on the acquisition and use of antomatic: data
processing equipment; and (2) give a specific directive to the Burean
of ihie Budget and the General Services Administration, within the
arens of their presently assigned responsibilities, tu take necessary ac-
tions to assure the most economic and eflective nse of antomatic data
processing. In addition, a specific legislation was recommended (1)
{» provide for the establishment of a revolving fund to facilitate the
establishment. of service centers, equipment poo?s, and time-sharing ar-
rangements; (2) todevelop, measire, test, and make provisions for the
approval and implementation of Federal standards for ADI> equip-
nient and techniques; and (3) to provide specific antthority and direc-
tion to the Secretary of Commerce to establish a centralized research
renter on computer sciences and technology, and to provide ad visory
and consuliative services on computer syvstems development and re-
lateel scientific and technical problems.  'We note thint certain of these
recommendations have heen mcorporated in ILR. 4845,

Althongh this bill wonld give broad authority to the Administrator
of the General Services Administration to coordinate the procurement
and ntilization of AD? equipment by Federal agencies (inchiding au-
thority to transfer snch equipment bet:ween Federal agencies or to re-
quira its joint. utilization), such anthority istempered by the provision
that. it should not. be construed as to impair or interfere with determi-
nations by agencies concerning their individual AP vequireruents,
nor intevfere with, or attempt to control, the nee of such equipinent hy
agencies. Moreover, we note that the President has approved the rec-
ommendations contamed in_the Bureant of the Budget study of the
management of automatic data processing, and we further note the
statement of the DBureau of the Budget. in 1ts report. of March 11, 1965,
to your comnittee that the legislation propored will ascist in carrying
them out.

Tinder the circumstances set. forth above, we wonld haveno objection
te the favorable consideration of ILR. 4844 Ly vour comnmittee.

Wo are advised by the Burean of the Budget that there is no ob-
jeetion from the standpoint. of the adminisiration®s program to the
presentation of thisreport. to yourcommittee,

Sincerely,
W. J. Duwver, Administrator.
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Annual sueings derived from purchase of ADP equipment, caleulations basced on
January 1965 use

1
Tocation Typesystenmt | Dateof purchage | Purchuse Amortlzation | Antugl
(I8 price, net | completed date ! savitgs 2
Philadelphin datn proe- ) Moo | June 1062 _.f $244,000 | June 19, .0 $125,600
essing couter. MOL.... ..oo.. ] Nevember 1062, Se0, 000 L November 1t | HY, (00
msnﬁsm\') ..... e llOueeen L] 073,000 T Auguet 0B _F TR 000
Add “:{;“" SOK | June ot . W70 | Aupast 1067, 1N, 00
for 7080,
W08 eeoooo o oo Detetiler 1865, . 22,000 | February 1069... To ki)
Hines dataprocessing cen- [ Mot..... .. ..o | June 1062..oo_ .. 235,000 ¢ Septembwr (004, 107, (M
ter. Mol ... ... Julyigei.. oo _. 205,600 | Septetber 1965 YN, (00
TOMBOK) . L oL June 1962..oo. .1 2108,000 § December 1053 _p 866,000
A}lrlul:gml SOK | September 1964.] 391,000 | June 1967........1 143,000
or 7080, !
1003, . . A dnly 1065, .. ... 23,000 | September 1068 { 7,000
St. I*aul datn processing | 1ol November 1962, 38,000 | June 1965, 19, 0
center. | Y DN 5 T L 11 SO 88,000 | Decenminr L U
“mu'f";"cr April joo6._ 86,000 | June 1007..... .. 20,000
nadded,
l,(;s Angutl(-s data process- | MO, ... oo Inly 1983, o .. lea,000 | Aprfl 1067, .. . \ 46, 4t
ng center.
Washington date process- § 1401, ... ___.j July 1063, _.__. 235,000 | October 1965, ., ‘ 107, 000
ing center. Additlonud Moy 1084, _ ... 66,000 | August 1007,._ .. ¢ 30, (0
Hemnry: 2
fentures.
2 tape drives. . ..| October 1964 _ .. 44,000 | May 1009, ... . 10,000
Ilines Veteraws” Adminis- 7| R POV | (| T, 50,000 | Ddecember 1067, . 18, 501
trat ion hospltal,
1ittle Rock Veternns® Ade | 1620, ..o oo | donceool] 55,000 | September 1067.0 1.0
ministration lospital, i
Omahin Veternns' Admin- | 1620 ... ___..f October 1961 . 55,000 | November mm.] 13,500
{stration hospitd, 1622, ceeed) Murch1004_ ... s July 1967. : 5, 600
Total costs and esti- . [PPUS PRSPPI S X £ 1N 1)1 I PR . ‘ 2, 946,500
mated snnual suv- |
ings. {

T Anortization eornpletion dute determined by dividing the purchuse prive by the anunal snvings.

2 Annnal suvings derived by estinnting the rental churges if the equijnment were not purehased und
subtracting the nnnua) maintenanee vosts from theresult.  Xstimstes of innual rental ensts sre Liaged on
currenst utilization of the equipent.

Aromic Toxpnay CoMMymssions,

_ Washington, D.C\., March 16,1963
Hon. Wnariay L. Dawsox,

Chairman, Convmittee on Government O perations,
Howse of Representatives, Woeshing'an, D ..

Dear Mr. Dawsox: This is in reply to your request, for the views of
the Atonic Energy Commission on H.R. 4845, a bill to provide for
the economic and eflicient purchase, lease, nmaintenunce, operation, and
utilization of automatic data processing equipment by the Federal
departments and agencies.

As you areaware, President Johnson transnitted to the Congress on
March 2, 1965, a report. on Federal policy and practices in the acquisi-
tion and utilization of electronic computers in Governwent.  The
Atomic Enerey Commission was represented on the Advisory Cow-
mit tee to the Bureau of the Budget and on the project stadt with respect
fo the study which resulted in this report to the Congress, We agree
with the objectives of H.R. 4845 and believe that they ave consistent
with the policies and recommendations for incrensed eflicieney and
economy in the administration and management of automatic dafa
processing equipinent ontlined in this report. We feel, however, that
it. would be desirable to clarify certain language presently appearing
in the bill, For example, section 111(a) anthorizes and directs the
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GSA Administrator to coordinate and provide for the economic and
eflicient purchase, lease, and maintenance of antomat ic data processing
equipment.  This authority could be interpreted so hroadly as to in-
chude the selection and acquisition of equipment. or 1t might Le inter-
preted so narrowly to include only the negotiation of Federal Supply
Service contracts. We believe that the functions to be performed by
central agencies should involve primarily the issuance of policies,
procedures, and guidelines for use by tlie varvious departments and
agencies and that the presently recognized responsiblities of individual
departmenis and agencies in managing their own ADP resources
within such policies and guidelines should continue substantially
unchanged.  Accordingly, the AEC believes that the GSA Admiris-
trator’s responsibilities should be elearly defined and limired in the
manner we have suggested. Another source of concerii to us is the
apparent absence in the bill of a clear statement of whether GSA or
individual agencies would have responsibility for budgeting and
financing the acquisition of ADDP equipment.

We have been advised by the Bureau of the Budget that there is
no objeetion from the standpoint of the administration’s program to
the transmittal of thisletter.

Sincerely yours,
Jonx V., Vincieverna
(For General Manager).

NATIONAL AERONAUTICS AND SPACE ADMINISTRATION,
Orrice or T ADMINISTRATOR,
Washingion, D.C., March 20, 1963.

ITon. Jick Brooxs,

Chairman, Government Aetivities Subcommitice. Commitiee on Gorv-
ernment Qperations, House of Representatives, Washington,
D.C. '

Deanr Me. Cuamrarax: This refers to yvour request for a report by

the National Acronantics and Space Administration on TLR, 4845,

a hill to provide for the economic and eflicient. prrehase, lease, main-

tenance, o‘)m':lt.i(m, and utilization of antomatic data processing

equipment by Federal departments and agencies. ‘

As we understand the legislation, it. is designed to provide the
necessary execntive anthority and responsibility for the economical
and eflicient acquisition and management of automatic data process-

~ing equipment. Tt is primarily directed to the processing of admin-

istrative types of data, snch as payrolls, inventories, and personnel
records. It would accomplish this by assigning certain general pow-
ers (o the Administrator of the General Services Administration,
The National Aeronantics and Space Administration has studied
those provisions and feels that they are well designed to carry ont
the purposes of the bill, particularly the provisions which wonld
establish a revolving fund for the acquisition and sharing of equip-
ment. In the area of administrative use we feel that the proposed
legislation presents no problem to this agency.

The National Acronanties and Space Administration is a special-
ized user of certain highly technical automatic data processing
equipment. The newest and raore complicated machines are made

’,
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integral parts of space experiments. The munagement of research
antomatic data processing equipment, particularly as it applies
to space exploration, is highly sophisticated and musgt remain ex-
clnsively in the experimenting ngency. o

Wo feel that the bill adequately protects the research agencies in
that it not only provides that the Administrator's powcrs are not
to be constrned to impair or interfere with the determination by
agencies and other users of their automatic data processing equip-
ment requirements, it aflirmatively permits the Administrator to
delegate to Federal agencies authority to maintain individual auto-
matic data processing systems when that action is necessary for the
economy and cfliciency of operations, the national defense or security,
or for the orderly implementation of overall programs for the utiliza-
tion of such equipment.

Additionally, we note with approval that the bill anthorizes the
Secretary of Commerce to provide scientific and technological ad-
visory services relating to automatic data processing matters and
to recommend to the President uniform Federal standards in that
field.

For the foregoing reasons, the Nationai “eronantics and Space
Administration recommends that the bill, ILR. 4545, be favorably
considered.

The Burean of the Wudget has advised that, from the viewpoint
of the program of tle. President, thers is no objection to the snb-
mis<ion of this report to the Congress.

Sincerely vours,
Ricmann L. Carnacia,
Awsistant Xdministrator for Lewisdadice Liures,

Feoean Aviamox Acexey,
OrrIc or #ur ADINISTIATOR,
Washington, D.C.y March 13, 1965,
ITon, WirLtay T Dawsox,
Chairman. Committee on Gorernment Operations,
ITouse of Representatives, Washington, D.C.

Drear Mr. Cuannran: This is in response to yonr letter of Febru-
ary 19, 1965, and to Subcommittee Chairman Brooks’ letter of
February 26, 1965, requesting our views on H.R. 4843, a bill to
provide for the economic and efficient purchase, lease, maintenance,
operation, and utilization of automatic data processing equipment by
Federnl denartments and agencies.

We are in agreement with the general objectives of the proposed
bill insofar as they wonld provide for the economic and eflicient
acquisition and utilization of Government automatic data processing
equipment. The challenge will be in attaining the objectives without
undermining the responsibilities of the individual agencies for their
operations and the application of automatic data processing thereto.

The FAA is at the present time installing an antomated air traflic
control system utilizing compnter systems. Those systems have at-
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tached to them specially designed equipment to work in conjunction
with the computers. This highly specialized equipment is built to
specifications which are required to satisfy the unique operational
requirements for control of movement of aireraft in the nir. These
computer systems are used 24 hours a day and every day of the year
in a real time environment. It is essential that we retain effective
control over the design, installation, maintenance and utilization of
these and other specialized systems nsed in our technical operations.
They cannot he available for joint use with other angencies. To trans-
fer our control of these systems to GSA. would seriously hamper our
cfforts to carry out our air safety responsibilities. It would further
be uneconomic as it wonld require a stafl’ at GSA matching the size
and technical competence of the stafl already operating at FAA. We
oxll)ect therefore that full responsibility for these specialized systems
will be delegated to FAN if LR, 4815 is enacted.

I appreciate Chairman Brooks’ invitation to testify at the March
23 hearing to be held by the Government, Operations Subcommittee.
I am advised that the Burean of the Budget mtends to arrange pres-
entation of the views of the executive branch at that hearing and I
do not seo anything I could add to that presentation other than what
have been stated in this letter.

The Bureau of the Budget has advised that there is no objection
from the standpoint of the administration’s program to the sub-
mission of this report to your conunittee.

Sincerely,
N. E. Havawy, Administrator.

CeNrran INTELLIGENCE AGENCY,
Orrice ov Devpry Dinicrok or CNRan INTELLIGENCE,
Waslhington, D.C., L pril 8, 1965.

ITon, Wirntaa T, Dawsox,
Chairman, Committce on Government Operations,
House of Representatives, Washington, D.C',

Dear Mi. Criraaray s We wish to submit the views of this Ageney
on IT.IR. 4815, 89th Congress, a hill to provide for the cconomie and
efficient. purchase, lease, maintenance, operation, and utilization of
antomatic data processing equipment by Federal depaurtments and
agencies.

We endorse IT.RR. 4845’s objective to achieve cconomic and effective
use of automatic data processing equipnient.  Guidance, support, and
standuedization are extvemely Dmportant goals in the antomatic data

| processing fickd.  Iurther, we appreeiate the problem of drafting such

| legiskution (o asswre that the anthorities and responsibilities me suf-

| ficienit. to the task, without. impairing the effectiveness of Federal
agoncies,

As is the case with many other agencies, the Central Intellicence
Agencey regards antomatic data processing equipment: as an invalnable
and indispensable aid in the performance of its responsibilities.  Such
equipment, has enhaneed omr capability to coordinate, correl:. ¢, and
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evaluate the vital and compiicated security data and intelligence in-
formation which we are receiving in ever-lncreasing quantities.

CIA uses both specialized and general commercial equipment in its
automatic data processing program. In both cases, however, utiliza-
tion is inextricagly involved in the security responsibilities of the Di-
rector of Central Intelligence,

For your information, the National Security Act of 1947, as
amended, provides, in part, as follows :

v TP hat the Direetor of Central Intelligence shall be responsible
for protecting intelligence sources nid methods from nnauthorized dis-
closure; ** %7 (50 11.8.0. 401).

Althongh we wholeheartedly support the basic objective of the bill,
compliance by the Director of Central Intelligence with the full scope
of the authorities and responsibilities of the Administrator, GSA,
niges asevions question of conflict with the Director's statutory re-
sponsibility to profect intelligence sources and methods and data relat-
ing to the organization of this Agency.

We are informed that there is no intent to subordinate the security
responsibilities of the Director of Central Infelligence to the provisions
of the Lill. This was also indicated in the heavings and floor discussion
on ILR, 5171, a similar bill introdunced in the 88th Congress, where we
find numerous references to intelligence as an example of the type of
activities the Administrator would or should exempt from the pro-
visions of the propesed Iaw.

While ILR. 4815 provides the Administrator with similar authority
to grant exceptions from the full scope of the bill, we feel that the po-
tential for statutory conflict on this matter wavrants clarification in
the bill itself. Therefore, we recommend that there be added to the
sentences which ends on line 3, page 5, the following proviso:

1 Peovided, That where a head of a Federal agency deterniines that
complianee will require the disclosure of national seeurity information
for which he has responsibility, pursuant to law, to protect from un-
anthovized disclosnre, the provisious of this section shall not apply.”?

Wo will be happy te provide any additional information that your
committee may request.

The Burean of the Budget has advised, that from the standpoint
of the administration’s program, there is no objection (o the submission
of this report, .

Faithinlly yoms,
_ Marsnarn S. Carrer,
Licutenunt General, U.S. rmy, Deputy Divector.

CITANGES IN EXISTING LAW MADLE BY THE BILT, AS
REPORTED
In compliance with clanse 33 of rule XITI of the Rules of the ITouse
of Rerrescm‘:ntiv(-.s, changes in existing Inw made by the bill, us re-
ported, ave shown as follows (new matfer is printed i italie, existing
Inw in which no ehangeis propused isshown iv roman) ; '
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TITLE I OF THE FEDERAL PROPERTY AND ADMINIS.
TRATIVE SERVICES ACT OF 1949, AS AMENDED

TITLE I—ORGANIZATION
GENERAL SERVICES ADMINISTIATION

Src. 101, (a) There is hereby established an ageney in the exeen-
tive branch of the Government which shall be known as the General
Services Administration.

(b) There shall be at the head of the General Services Administra-
tion an Administrator of General Services who shall be appointed
by the President by and with the advice and consent of the Senate, and
i)el‘form his fur.ctions subject to the direction and control of the

’resident.

(c) There shail be in the General Services Administration a Deputy

Administrator of General Services who shall be appointed by the Ad-

ministrator of General Services. The Deputy Administrator shall

serform such functions as the Administrator shall designate and shall
he Acting Administrator of General Services during the absence or
disability of the Administrator and, imless the President shall des-
ignate another oflicer of the Government, in the event of a vacancy
in the ofliceof \dministrator,

(d) Pendir:r the first appointment of the Administrator under
the provisions of this section, his fnuctions shall be performed tem-
porarily by snch officer of the Government in oflice npon or immed;i-
afely prior to the taking of effect of the provision of this Act as the
President shall designate, and snch oflicer while so serving shall re-
ceive thesalary fixed for the Administrator.

(e) TPending the effective date of other provisions of law fixing the
rates of compensation of the Administrator, the Deputy Administra-
tor and of the heads and assistant heads of the principal organizational
nnits of the General Services Administration, and taking into con-
sideration provisions of law governing the compensation of oflicers
having comparable responsibilities and duties, the President shall fix
for each of them a rate of compensation which he shall deem to be
commensurate with the responsibilities and dnties of the respective
oflices involved.

TRANSIFER OF AFFAIRS OF BURNAU OF FrDERAL SUPPLY

Sec. 102, (a) The functions of (1) the Bureau of Federal Supply
in the Dopartment of the Treasury, (2) the Director of the Burean
of Federal Supply, (3) the personnel of such Bureau, and (4) the
Secretary of the Treasury relating to the Bureau of Federal Supply,
are hereby transferred to the Administrator. The records, property,
personnel, obligations, and commitments of the Burcéau of Federal
Supply, together with such additional records, property, and personnel
of the Department of the Treasury as the Director of the Burean of
the Budget shall determine to relate primarily to functions trans-
ferved by this section or vested in the Administrator by titles IT, T11,
and VI, of this Act, are hereby transferred to the General Services
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Administration, The Bureau of Federal Supply and the oflice of
Director of the Bureau of Federal Supply are hereby abolished.

(b) The functions of the Divector of Contract Settlement and of
the Office of Contract Settlement, transferred to the Secretary of the
Treasury by Reorganization Plan Numbered 1 of 1947, are transferred
to the Administrator and shall be performed by him or, subject to his
divection aud control, by such oflicers and agencies of the General
Services Administration as he may desiguate. The Contract Settle-
ment, Aet Advisory Board created hy section 5 of the Contract Settle-
ment Act of 194 (58 Stat. 649) and the Appeal Boavd established
under section 13(d) of that Act are transferred from the Department
of the Treasury to the General Services Administration, but the fune-
tions of these Boards shall be performed by them, respectively, under
conditions and limitations prescribed by law. There shall also be
transferred to the General Services Administration such records, prop-
erty, personnel, obligations, commitments, and unexpended balances
(available or to be made available) of appropriations, allocations, and
other funds of the Treasury Department as t,m Director of the Burean
of the Budget shall determine to relate primarily to the functions trans-
ferred by the {)rovisions of this subsection.

(¢) Any other provision of this section not withstanding, theve may
bo retained in the Department of the Treasury any function referred
to in subsection (a) of this section which the Director of the Burean
of the Budget shall, within ten days after the effective date of this
Act, determine to be essential to the orderly administration of the
aflairs of the agencies of sneh Department, other than the Bureau of
Federal Supply, together with such records, property, personnel, ob-
ligntions, conmmitments, and unexpended balances of appropriations,
allocations, and other funds, available or to be made u\'ullnl)‘e of said
Departmeat, as said Director shall determine.

TRANSFER OF AFFAILS 01 TUE FEDERAL WORKS AGENCY

Skc. 103, (a) All funciions of the Federal Works Agency and of all
agencies thereof, together with all functions of the IFederal Works
Adininistrator, of the Cominissioner of Public Buildings, and of the
Commissioner of PPublic Roads, ave hereby transferred to the Admin-
istrator of General Services. There are hereby transferred to the
General Services Administration the Public Roads Administration,
which shall hereafter be known as the Bureau of Public Roads, and
all records, property, personnel, obligations, and commitnents of the
Federal Works Agency, including those of all agencies of the Federal
Works Agency.

(b) There are hereby abolished the Federal Works A gency, the Pub-
lic Buildings Administration, the office of Federal Worxs Adminis-

- trator, the oflice of Commissioner of Public Buildings, and th: oflice

of Assistant Federal Works Administrator.

RECORDS MANAGEMENT: TRANSFER OF THE NATIONAL ARCITIVES

Sec. 104, (a) The National Archives Establishment and its func-
tions, records, property, personnel, obligations, and commitments are
hereby transferred to the General Sevvices Adnnpistration. There are

’,
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transferred to the Administrator (1) the functions of the Archivist of
the United States, except that the Archivist shall continue to be a
member or chairman, as the case may be, of the bodies referred to in
subsection (b) of this section, and (2) the functions of the Divector of
the Division of the Federal Register of the National Archives Kstab-
lishment. The Archivist of the United States shall hereafter be
appointed by the Administrator. ) .

(b) There are also ransferred to the General Services Administra-
tion the following bodies, together with their respective functions and
sueh fands as are derived from Federal sources: (1) ‘T'he National
Archives Couneil and the National Ilistorical Publieations Commis-
sion, established by the Act of JJune 19, 1934 (48 Stat. 1122), (2) the
National Archives Trust Fund Board, established by the Act of July
0, 1941 (55 Stat. 581), (3) the Board of Trustees of the Franklin 1.
Loosevelt Library, established by the Joint Resolution of July 18, 1939
(53 Stat. 1062), and (4) the Administrative Committee established by
section 6 of the Act of July 26, 1935 (19 Stat, 501), which shall here-
after be known as the Administrative Committee of the IFederal Reg-
ister. The nuthority of the Administrator under section 106 hereof
shall not.extend to the bodics or functions affected by this subsection.

(¢) Tho Administrator is anthorized (1) to make surveys of Gov-
ernment records and records management and disposal practices and
obtain reports thercon from Federal agencies; 8.2) to promote, in
cooperation with the exeentive agencies, improved records manage-
ment. practices and controls in such agencies, including the cential
storage or disposition of records not needed by such ageucies fov their
current use: and (3) to report to the Congress and the Director of the
Bureau of the Budget from time to time the results of such activities.

TRANSFER FOR LIQUIDATION OF THY AFFAIRS OFF TIIF WAR ASSETS
ADMINISTRRATION

Suc. 105. The functions, records, property, personnel, obligations,
and commitments of the War Assets Administration are hereby trans-
ferred to the General Services Administration, The functions of the
War Assets Administrator are hereby transferred to the Adminis-
trator of General Services, The War Assets Administiation, the oflice
of the War Assets Adininistrator, and the oflice of Associate War
Assets Administrator are hereby abolished. Personnel now holding
appointments granted under the second sentence of section 5(h) of the
Surplus Property Act of 1944, as amended, may be continued in such
positions or may be appointed to similar positions for such tinie as the
Administrator may defermine.

REDISTRIBCGTION OF TFUNCITIONS

Src. 106. The Administrator is hereby authorized, in his discretion,
in order to provide for the eflective nccomplishment of the funetions
transferred to or vested in him by this Aet, and from time to time, to
regronp transfer, and distribute any such functions within the General
Services Administration. ‘The Administrator is hereby authorized to
transfer the funds necessary to accomplish said functions and report
such transfers of funds to the Director of the Bureau ef the Budget.
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TRANSFER OF FUNDS

Skc. 107. (a) A1 unexpended balances of appropriations, allocations,
or other funds availableor to be made available, for the use of the Bu-
reau of Federal Supply, the War Assets Administration, the Federal
Works Agency, and the National Archives Establishment, and so much
of the other nnexpended balances of appropriations, allocations, or oth-
er funds of the Department of the Treasury, available or to be made
available, as the Director of the Bureau of the Budget shall determiune
to relate primarily to functions transferred to or vested in the Ad-
ministrator by the provisions of this Act, shall be translerred to the
General Services Administration for use in connection with the fune-
tions to which such balances relate, respectively.

(b) When other functions are transferred to the General Services
Admipistration from any Federal agency, under section 201(a) (2)
or (3), or otherwise under this Act, there shall be transferred such
records, property, personnel, appropriations, allocations, and other
funds of sich agency to the General Services Administration as the
Director of the Bureau of the Budget shall determine to relate pri-
marily to the functions so transferred. ‘

STATUS OF PRANSFERRED FMPLOYEFES

Ske. 108, Subject. to other provisions of this title relating to person-
nel, employees transferred by the provisions of this title shall be
deemed to he employees of the General Services Administration and
their reappointment shall not be required by reason of the enaetment of
this Aect.

GENERAL SUIPLY FUND

Sue. 109, (1) There is heveby authorized to be set aside in the Treas-
ury a special fund which shall be known as the General Supply Fund.
Such fund shall be composed of the assets of the general supply fund
(ineluding any surplus therein) created by section 3 of the Aet of Feb-
ruary 27, 1929 (45 Stat. 13427 41 US.C Te), and transferred to the
Administrator by section 102 of this Act, such sums as may he appro-
pristed thereto, and the value, as determined by the Administeatov, of
inventories of personal property from time {o time transferred to the
Administrator by other exeentive agencies under authority of section
201 (a) (2) to the exient that payment is not made or eredit allowed
therefor, and the find shall assame all of the liabilities, obligations,
and conmmitments of the general supply fund created by such Act of
Februavy 27, 1929, The General Supply IFund shall be available for
use by or under the dirvection and control of the Administrator (1) for
proearing personal property (including the purchase from or through
the I'ublic Printer; for warchouse issue, of standard forms, hlank-hook
work, standard specifications, and other printed material in common
use by Federal agencies not available throngh the Superintendent. of
Doctments) and nonpersonal sevvices for the use of Federal ngencies
in the proper dischavge of theiv responsibilities, and (2) for paying
the pnrchase price, transportation of personal property snd services,
and the cost of personal services employed diveetly in the repuir, re-
habilitation, and conversion of personal property.
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(b) Payment by requisitioning agencies shall be at prices fixed by
the Administrator.  Such prices shall be fixed at ]e\'c\s SO as 1o Ie-
cover so far as practicable the applicable purchase price, the trans-
portation cost, inventory losses, the cost of personal services em-
ployed directly in the repair, re’h:lbilitation, and conversion of per-
sonitl property, and the cost of amortization and repair of equipment
utilized for lease or rent to exceutive agencies. Requisitioning ngen-
cies shall pay by advance of funds in all cases where it is determined
by the Administrator that there is insuflicient capital otherwise avail-
able in the General Supply Fund, Advances of funds alse may be
made by agreement between the requisitioning agencies and the Ad-
ministrator. Where un advance of finds is not made, the General
Services Administration shall be reimbursed promptly out. of funds
of the requisitioning agency in accordance with accounting procedures
approved by the Comptroller General: Provided, That in any ease
where payment shall not. have been made by the requisitioning agency
within forty-five days after the date of billing by the Administrator
or the date on which an actual liability for personal property or serv-
ices is incurred by the Administrator, which ever is the later, reim-
bursement may be obtained by the Administrator by the issuance of
transfer and counterwarrants, or other luwiul transfer documents,
supported by itemized invoices.

(¢) The General Supply Iund shall be credited with all reimburse-
ments, advances of funds, and refunds or recoverics relating to per-
sonal property or services procured throngh the fund, including the
net. proceeds of disposal of surplus personal property procured through
the fund and receipts from carriers and others for loss of, or damage
to, personal property procured through the fund; and the same are
lLereby reappropriated for the purposesof the fund.

(d) [Repealed.]

(e) 'The Comptroller General of the United States shall make an
annual audit. of the General Supply Fund as of June 30, and there
shall be covered into the United States Treasury as miscellaneous,
receipts any surplus found therein, all assets, liabilities, and prior losses
considered, above the amounts transferred or appropriated to establish
and maintain said fund, and the Comptroller General shall report to
the Congress annually the results of the andit, together with such
recommendations as he may have regarding the status and operations
of the fund.

(f) Subject to the requirements of subsections (a) to (e), inclusive,
of this section, the General Supply Fund also may be used for the pro-
curement of personal property and nonpersonal services authorized to
be acquired by mixed-ownership Government corporations, or by the
municipal government of the District of Columbia, or by a requisition-
ing non-Federal agency when the function of a Federal agency
authorized to procure for it is transferred to the General Services
Administration.

(g) Whenever any producer or vendor shall tender any article or
commodity for sale or lease to the General Services Administration or
toany procurement anthority acting under the direction and control of
the Adminisirator pursnant to this Aet, the Adminisrator is author-
ized in his diseretion, with the consent of such producer or vendor, to
cause to be conducted, in sich manuer as the Administrator shall
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specify, such tests as he shall precribe either to determine whether
such article or commodity conforms to prescribed specifications and
standavds, or to aid in the development of contemplated specifications
and standards. When the Administrator determines that, the making
of snch tests will scrve predominantly the interest of suich producer or
vendor, he shall charge such producer or vendor u fee which shall
be fixed by the Administrator is such amount as will recover the cost. of
conducting such tests, inclnding all components of such cost. deter-
mined in accordance with accepted accounting principles. When the

Administrator determines that the making of such tests will not. serve

predominantly the interest of such producer or vendor, he shall charge
such producer or vendor such fee as he shall determine to be reasonable
for the furnishing of such testing service. All such fees collected by
the Administrator may be deposited in the general supply fund to be
used for any purpose nuthorized by subsection 109(a) of this Act.

Src. 110. There is herehy anthorized to be established on the books
of the Treasiury, a Federal telecommunications fund, which shall be
available withont fiseal year Hmitation for expenses, including per-
sonal services, other costs, and the procuremnent by lease or purchase
of equipment and operating facilities (including cryptographic de-
vices) necessary for the operation of a Federal telece mmunciations
system, to provide local and long-distance voice, teletvpe, data, fac-
simile, and other commumication services. Tlere are anthorized to be
appropriated to said fund such sums as may be required which,
together with the value, as determined by the Administrator, of sup-
plies and equipment. from time to time transferved {o the Adminis-
trator under anthority of section 205 (f),less any liabilities assumed,
shall constitnte the capital of the fund: Provided, That said fund shall
bo credited with (1) advances and reimbursements from available
appropriations and funds of any agency (including the General Serv-
ices Aciinistration), organization, or persons for telecommmunicat ion
services rendered and facilities made available thereto, at rates deter-
mined by the Adwministrator to approximate the cost thercof met by the
fund (inchuling depreciation of equipment, provision for accrned
leave, and where appropriate, Tor terminal liability charges and for
amortization of installation costs, but exclnding, in the determination
of rates prior to the fiscal year 1966, such direct operating expenses
as may be directly appropriated for, which expenses may be charged
to the fund and covered by advances or reimbursements from such
direct appropriations) and (2) refunds or recoveries resulting from
operations of the fund, including the net proceeds of disposal of
excess or surplus personal property and receipts from carriers and
others for loss of or damage to property: Prowided jurtlier, That fol-
lowing the close of each fiscal year any net income, after making pro-
vision for prior year losges, if uny, shall het ransferred (o the Treasury
of the United States as miscellaneons receipts.

AUTOMATIC DATA PROCESSING EQUIPMENT
See. 711, (@) The Adminisirator is authorized ond divecied to co-
ordinate and provide for the cconomic and cfficient purehase, lease.

and maintenance of aulomatio datu processivg cquipment by Fedeyal
ityeneies.
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(0) (1) Awtomatic data processing equipment suitable for efficient
and effective use by Federal agencies shall be provided by the Ad-
myinistrator through purchase, lease, transfer of equipment from other
Federal agencies, or otherwise, and the Administrator is awthorized
and dirccted to provide by contract or otherwise for the main-
tenance and repair of such equipment. In carrying out his responsi-
bilitics under this scetion the Admindstrator is authorized to trans-
fer automatic data processing cquipment between Federal agencies,
Zo provide for joint utilization of such. equipment by two ormore Fed-
eral agencies, and to establish and operate cquipment pools and data
processing centers for the use of hwo or more such agencies when
necessary for its most efficient and cffective utilization.

(2) The Administrator may delegate to onc or more Federal agen-
cies authority to operate automatic date processing equipment pools
and automatic date processing centers, and to lease, purchase, or main-
tain individual avwtomatic date processSing systems or specific wunits of
equipment, including such cquipment wsed in aulomatic data proc-
essing pools and aulomartic duata processing centers, when such ac-
tion is determined by the Administrator to be necessary for the econ-
omy and efficiency of operations, or when such action is essentiol to
national defense or national security, The Administrator may dele-
gate to onc or more Federal agencics authority to lease, purchase, or
maintain antomatic date processing equipment to the extent fo which
he determines suech action to be neeessary and desivable to allow for
the orderly implementation of a program for the utilization of such
cquipment,

(¢) There is hereby awthorized to be established on the Looks of
the Treasury an avtomatic data processing fund, which shall be. wwvail-
able without fiscal year Limitation for capenscs, including personal
services, other costs, and the procurement by lease, purchase, trans-
fer, or othermvise of equipment, maintenance, and repair of such
cquipment by contract or otherwise, nceessary for the efficient
coordination, operation, utilization of such equipment by and for IFed-
cral agencies: Provided, T'hat a report of equipment inventory, wtili-
zation, and acquisitions, togetherwith an account of reccipts, d isburse-
ments awd transfers tomiseellaneous receipts,under this authorization
shall be made annvally in. connection 2with the bud get estimates to the
Directorof the Durean of +he Budget and to the Congress,and the in-
clusion in appropriction acts of provisions requlating the operation
of the automatic data processing fund, or limiting the cxpenditures
therefrom,is hereby anthorized. '

(d) There are anthorized to be appropriated to seid fund such sums
as nuey be required. which, together with the value, as determined by
the Administrator. of supplies and eqeipment from time to time trans-
ferred to the Administrator, shall constitute the capital of the fund:
D’rovided, That said fund shall be credited with (1) advances and re-
imnbursements from aveilable appropriations and funds of any agencey
(including the General Services Administration), organization, or
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contractor utilizing such equipment and services rendered them, at
rates determined by the Administrator toapproximate the coststhereof
met by the fund (including depreciation of equipment, provision for
accrued leave,and for amortization of instullalion costs, but excluding,
in the determination of rates prior to the fiscal year 1967, such direct
operating capenses as may be directly appropriated for, which cxpenses
may be charged to the fund and covered by adwvances or reimbursencnts
from such dircct appropriations) and (2) refunds or recoverics 7re-
sulting from operations of the fund, including the net proceeds o .."-
posal of excess or surplus personal property and receipts from carriers
and ot hers forloss of or damage to property : Pro~ided further,T'hat
following the close of each fiscal year any net income, after making
provisions for prior year losses, if any, shall be transferred to the
T'reasury of the United States as miscellancous receipts.

(¢) Zhe proviso following paragraph (4) in scetion 201(a) of this
Act and the provisions of scction 603(d) of this det shall have no
application in the administration of this section. No other provision
of this Act or any other Act which is inconsistent with the provisions
of this section shall be applicable in the administration of this scetion.

() Z'he Scerctary of Commerce is authorized (1) to provide agen-
cies, and the Administrator of Gencral Serwices in the cxercise of tle
authority delegated in this section, with scientific and technological
advisory services relating lo automatic data processing and reluted
systems, and (2) to make appropriate vecornmendations to the Presi-
dent relating to the establishiment of uniform Federal avtomatic data
processing standards. 1'he Secretary of Commerce is authorized to
undertalke the necessary vescarch in the scéences and technologics of
automatic data processing computer and related systems, as may be
required wnder provisions of this subscction.

(g9) Zhe authority conferred wpon the Administrator and. the Sec-
retary of Commerce by this section shall be exercised subject to diree-
tion by the President and to fiscal and policy control cacercised by the
Bureare of the Budget. Authority so conferved wpon the Adminis-
trator shall not be so construed as to impair or interfere with the de-
termination by agencies of thetr individual automatic daia processing
cquipment requivements, including the development of specifieations
Jor and the selection. of the types and configurations of equipment
needed.  T'he Administrator shall not interfere withy or attempt to
conlrol in any way, the use made of antomatic data proeecssing equip-
wment or components thereof by any agency.  1'he A (;)ninish'a.lor shall
provide adequale notice to all agencies and other users concerned with
vespeet Lo each proposed. deternination specifically affecting them or
Lhe aulomatic data proecessing equipment or components wused by them.
In the absence of mutual agreement betieeen the Adininistrator and
the aqency or user conceraed, sueh proposed determinations shall he
subject to review and decision by the Burewre of the Budget unless the
Lresident othervise directs.
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ADDITIONATL VIEWS

Apparently there has been no specific request from the President
Tor this legislation but it is our inderstanding that he has expressed
no objection to it.

Iowever, there is no question that there is & need for the legisla-
tion. In a series of about 100 audit reports since 1959 the General
Accounting Oflice has pointed to the great waste resulting from the
present management of automatic data processing in Government,
Three years of active investigation by this conmittee have persuaded
us of the necessity for adoption of a coordinated program for the

: management of these resources. That there is such a need is a sad
commentary on the ability of the administration to cope with the
problem, The coordinated administration of automatic data process-
mg in Government could surely have been handled by Execntive
order.

Be that as it may, the undersigned are in accord with the overall
objectives of the legistation. Annual expenditures by the Govem-
ment for automatic data processing now exceed $3 billion and are
expected to continne (o increase for the foresceable future. Whether
o= not the committee should have adopted amendments wlhich elimi- -
nate from the application of the bill thoese contractors who perform
services on behalf of the Government, is another matter.  Specific-
ally those amendments are the following:

On page 2, line 1, delete the following: % or at the expense of,”.

On page 5, Tine 22, delete the following: “and other users®™.

On page 6, line 1,delete the following: *or user™,

These amendments were based on .the representations of the acro-
space industry favoring the limitation accomplished by these amend-
ments. Sixty-one companies comprising almosi 100 percent of the
acrospace industry, speaking through their trade oreanization the
Aerospace Tndustries Association of Amerien, Tne., adopted a reso-

Tation by manimons vote of their hoard of directors datec April 16,

1965, recommending that the legislation he amended to exclude con-

tractor equipment from its purview. This resolution expressed the

position of such companies as North Ameriean Aviation, Lockheed

Adireraft, General Dynamies, General Precision, Westinghouse Flee-

tric, Donglas Aircrafl, Boeing, General Motors, Avco, Thiokol Chem- ) : J
ical, Hereules Powder, Sperry-Rand, and about 45 others. This

resohition was forwarded to the commitiee with an accompanying
letter dated April 16,1965,

In addition to the aerospace industry, the Tlectronic Industries
Asociation, composed of over 300 of the leading electronic firms of
this country, inchiding IBM, RCA, Litton Industries. Western
lectrie, and others, also went on record in opposition to the present
bill unless aimended in the manner indicated.

The indust ries’ persuasive arguments were presented in the full
commnittee meeting and the amendments were adopted. We found
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these arzuments too plausible to be completely ignored and we voted
for the amendments. ITowever, our vote was less an endorsenment of
any industry position than it was a vote to post pone the inclusion of
private contractors under such legislation until the points of differ-
cneo can be resolved or until theiv views are more thoroughly examined
in the appropriate forum—committee hearings.  We contend that
when o major step such as this is tnken aud where it divectly affects
- given industry, it should be taken only after full diseussion of the
industry’s viewpoint. We ave at a logs to understand why, if this
legislation means as much to the industries and to the contractors ns
chey say, they did not corne in and testify.

As reparted, u billion dollars worth of equipment. paid for with
tax funds is outside the scope of this bill and the potentinl savings
to the taxpayer have heen reduced accordingly.  The bill in its pres-
ent form now applies only to Government agencies and to the extent,
it does so, we favor it. ITowever, we urge immeciale study of the
industries’ viewpoint and the inclusion of contractors under the leg-
izlation to whatever degree may be indicated. It is our hope that
stich a determination can be made prior to consideration of this hill
by the liouse so that the economies to be effected will not be nnduly
delayed.

Cranexcr J. Browx,
Frorexcr P, Dwyre,
Rouerr P. Guarrs,
Dersert I, Larra,
Doxarp Ruasrrn.
Witiad L. Dicininsox,
Joux N. Irnuxnonx.
Jonx W. Wy,




