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E~..ECUTIVE SUMMARY

The purpose of this paper is to describe and discuss

the administration of contracts for the Army’s com~iex of

government owned contractor operated (GOCO) ammunition plants. 
V

* 
. The paper’s scope is limited to the basic roles, relation-

ships and organizations of the various government agencies

involved in this effort, with particular emphasis on the Plant

Commander — contractor relationship.

The Army ’s complex of plants were constructed at the start ]
of World ~ar II. Presently, there are 2~ plants in this con—

p~ex, 12 active and 12 inactive. These plants are subordinate

commands of the U.S. Army Armament Command (AR!vCOM).

Contract administration is that effort performed by the
H

government to assure that a contractor performs in accordance

with the terms and conaitions of the contr~ot. The required

effort is performed by both the government staff located at

each plant end the HQ’s ARMCOM staff.

thile Contracting Officer is the key individua l with the

staff for all contractural matters , many other staff elements

• are involved in the contract administration effort. .~.ithin

their functional area , these elements deal directly with the

plant ’s government ~t~ffs. However , the Contracting Ofiicer

is the only staff member a1V~owed to make char~ges to the plants’

contracts.

At each otent two individuals, the Plant Commander end
- 

~~~~~~~~
-: the Civilian Operations Qfficer,~~re e~pointed as Contracting

-

-

- V~ 4 ~~~~~~~~~~~~~~~~~~~~~~~
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T Office~~Representatives (COR’s). The COR has all the authority

of the Contracting Officer to administer the contract except 
V

that he may not execute or agree to any modification to the 
- 

-

contract. The majority of the contract c~dministr~tion function

• are performed by the COR.

A vital key to the successful operation of a GOCO plant
- 

is the maintenance of a good working relationship between

the Commander/COR and the operating contractor. It is inevit-

able that conflict will arise between these parties. This

conflict should be recognized as a healthy force which, if

employed properly, *111 further the goals of the contract and

mission of the plant. A cooperative spirit between the

parties is necessary to properly direct and employ this con—

flict.

1 1

•
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I INTRODUCTION

First built during World War II, the Army’s complex of

government owned contractor operated (GuCO) ammunition plant

has suceesfully supplied this country ’s anmurition needs for

three major wars. The general ourpose of this paper is to des-

cribe and discuss the administration of’ contracts for this

unique blend of government and civilian industry. The scope

of this discussion is limited to the basic roles, relation-

ships and organizations of the various government agencies in-.

V volved in this effort, with particular emphasis on the Plant

Commander — contractor relationsriip.

My primary source of information is my recent experi—

ence , from June l97~l. to June 1976, as the Commander of the

Ralston Army Ammunition Plant. This plant, located in Kings— V

port, Tennessee, is this country ’s largest exp.osive plant and

is its only source of RDX/~~~ based explosives. The operating

contractor for this plant, unchanged since the plant ’s con-

ception in l9’.~), is the Holston Defense Corooration , a subsid—

isry of the Eastman Kodak Company.

All Army GUCO ammunition p ...ents are subordinate comzenis

of U.S. Army Armament Commend (~RMCOM). Presently, ~hi.~COM

headquarters is un~.iergoing a major reorganization . It is tin—

likely that the basic contract cdministration roles and resoon—

sibilities discussed in this oe~er will be altered by this

reorganization. 
V

1. 4.
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Contained in this paper are 
~~
y data on the present -

status of plant operations, strengths and contracts. Unless -

otherwise stated, these data were obtained from the Plant -

Operations Direc~torate of ARMCOM headquarters and are current

as of August 1976. 
V
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II BACKGROUND
V 

“Massed fire oower on the scale emoloyed during World
War II was utterly beyond the capability of the U.S. Army in
the summer of 1940, or even as late as the suznii~er of 1941.The stocks of ammunition on hand in 19240 were so meager that,
in the words of Secretary of the ~ar Stevenson , ~~ didn’t
have enough powder in the whole United States to last the men
we now (1943) have overseas for anything like -a day ’s fighting.’
Worse still, only a handful of small plants were making oro—
pellant powder and high explosives, and there were virtually
no facilities for mass losaing and asaembling of heavy ammu-
nition.” (1:104—105)

H To meet this situation, the Ordanance Department in the

summer of 1940 created a new procurement system , the govern-

ment owned contractor operated (GoCO) plant. More than 60

of these plants were constructed between June 1914.0 and Dec—

ember 1942. These plants were built at a capital investment

of about ~3 bi.i.lion and e:~Dloyed nearly a quarter of a million
workers during V~or1ci ?~ar II. The tyoe of contr~ct initially

signed with the operating contractors of these plant s was a

cost—plus—fixed—fee (CPFF ) contract. The fixed—fee , rather

than being a fixed sum, was a unit fixed—fee based on the

number of rounds of ammunition or pounds of explosives pro-
V 

duced. (1:104—153)

After V~~].d ~ar II the oroduction b~ise was reduced to 37

plants, 1~1 active and 23 inactive . During the Korean ~.ar all

• 37 olants were olaced, in an active status. At the end of the

Korean ~.ar the production base wa~ further reduced to 27

plants.  For the Vietnam /,ar , 24 plant s were operated. ( 2 : A — 9 )

Figure 1 shows the oresent status of these olants by

- V e ~~nufacturing type .

~-



-
~——-~~ ~~~~~~~~~~~~~~~~~~~~ -~~~~

V 
- 

_ _ __ _ _

Tyoe Plant Active Inact ive

- 

- 

Propellant & Explosive (PE) 3 3
Metal Parts CM?) 1 4

Load and Pack (LAP) 5 2

Small Arms (SA) - 1 0
4’

Dual Type PE/LAP 1 2

Dual Type LAP/~!P 1 0

Dual Type cA/k? 0 1

Total 12 12

Figure 1. Present Status of Ammunition Plants

At the height of the Vietnam ~ ar the plants employed some

2100 government and. some 119,000 contractor personnel. As of

August 1976, these numbers were reduced to 7c~0 government and

15,110 contractor personnel. (2:A—15)

The present contract types emol-oyed at the active plants

are shown in Figure 2.

•_ V — — _________

• Type Plant/ FE/
Contract Type FE M? JJAP SA LIIP ~P

F? I 1

• CVPIF 1 1 1 1 ‘4.

C~ P.F 3 1 4

LL~~~~~~~~~~~~~~
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~~~~~~~~~~~~~~~~
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Operating contractors for the plants are selected

thr ough competition. Because of the inherent complexity of

operating these plant s , contractor competition is normally only
V 

- conducted if the present contractor ’s performance is poor ; if

• an impass is reached during negotiations for contract exten—

sion ; or if the contractor does not desire to extend the con-

tract . (2:E5)

Changes in operating contractors are made very infre-

quent ly as can be seen in Figure 3 which shows the number of

continuous years the present- contractors have been -operating the

present active plants.

c OfltI f lUOUS
Number of/years !~umber of
with plant, contractors

lO or less 3
V 

ll to 2O 4

2l or more 5

Figure 3. Length of Contractor Operations 
—

V The plants have undergone a number of minor u~gradin~s

between i~add V~ar II and the Vietnam V~ar. Presently , .they are
~1

i~.. -;~~~~~~~ involved in a major 25 year modernization orogram budgeted
~~~~

at ove r 5 billion dollars.

5.
~~~~~~~~~~~~~ .j 
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III CONTRi~CT ADMINISThftTION — GENERAL

Contract administration can be generally described as

that effort per:prmea. by the government to assure that a

contractor performs in acc ordance with the terms and con-

.

, 

ditions of the contract. A listing of some of the various

contract administration functions is shown at Appendix A ,

an extract from Section 1 — 406 of the Armed Services Pro-

curement Regulations. Most of these functions can be grouped

into the following general categories. -

1. Review, monitor arid eva luate contractor operations.

2. Evaluate contract changes.

3. Negotiate contract changes.

~4 .  Approve contract changes.

5. Perform government services in support of the con-

tract such as quality assurance , orooerty administra-

tion, traffic management, contractor osynient , etc.

- -~ AR~ COM is responsible for the administration of the

Army ’s GOCO amniunitidri plant contracts. The reQuired con—

tract administration functions are performed by both the

government staff located at each plant and. elements ~f the

AR~COM headquarters staff . The p1~nt’s government staff is

provided with all, authorities of an Administrating Contracting

V ... ~ Officer less the authority to approve changes to the contract

which is retained by 1~&’s ?R~C~)M F.~.gure 4 orovides estimates- 
V .~~~

’
..ft 

.~,S.. -

of where each of the genera .~ cate on es of contr-ct adminis—

tration functions are oeni ormed .

__________-

~~~~

--rn

~~~~~~~~~~

_ _ _ _  
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“Others” include government agencies outside of ARMC OM

and consists mainly of other Developecient and Readiness

Command agencies.

Percentage performed by

Category Plant Headquarters Others

1 85 . 10 5

2 70 30

3 50 50

4 0 100
V 

5 90 10

Figure 4. Performance of Contract
Administration Functions V

.

- :  - :i
I-

I

~~~~
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IV HQ’s ARMCOM (ROLES, RESPONSIBLIITIES,
0~GAiiILi~ I~N)

Thile the Contracting Officer is the key individual

within HQ’s ARI~iCOM for all plant contractural matters, many

other headquarter elements have imoortent functions involving

the administration of contracts between the government end

the plants’ o~erating contractors. Figure 5 shows those prime

headquarter ’s elements involved in this contract administration

effort.

As subordinate commands of ARMCOM the plants are under

command authority of the CG, ARMCOM . A special Deputy Com—

manding General for Procurement and Production is charged with

the responsibility for the entire ammunition production effort.

This deputy is also the Director for Procurement and Produc-

tion. This arrangement , in essence , places the olants under

operation control of this special deputy. In addition , this

deputy is the rating officer for BLI Plant Commanders.

The Plant Operations Director~te , under the operational

control of this specia.1 deouty, is responsible for the overall

monitoring of plant act ivi t ies and for oroviding broad guidance

and policy Lor the operations of the plants.  Thi s aft’ectorate

~~~~~ 
‘.~. does not normally ~et involved in aay—to-d ay plant ooer~ tions

the
-~ k .~~~ or contract administration, except I or /occasional ex~ edit ing

of actions ~,ithin the he-dquarters or between the olants. Pro—

blems Ahich cannot be resolved between trie olents and other

he idquarter ’s elements’ are reierred to this directorate for

8.

S
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CG
ARMCOM

____ DEi~UTY CG FOR
PROCUREi~ENT & ±-RODUCTION I
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______ I _________________I DIRECTOR.ATES
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I- —

~~ I OPERATIOI~S & FRODUCTI ON
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PLANT 001 NDER/ }__~~~~
_

CONTRA CTOR

CUR ...TAFF 
V

~~~

V 

~~~~~~~~~

Figure 5. Prime Elements — Contract Administration
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The most important of these directorates in the area of

contract administration is the Procurement and Production

4 Directorate. Located within this directorate are the Con-

tracting Officers for the plants. Normally one contracting

officer is assigned V ’~~~ 

~ two or more plants. He is assisted -
.

by a number of contracting specialists. Usually one or more
-

- L
.

-VVVO f  the specialist/assigned to a single plant. Key functions

performed by this directorate include determining types of

contracts, approving contract changes, performing fee negoti—

ations, wor.~cloading plants and obligating funds to the contracts.

Other HQ R~C~M elements involved ~~~f lV  contract administration

include — 
-

The Comptroller

Safety Office

Security Office

Installation and ~.ervices Directorate

Transoortation & Tre.ific Management Directorate V

Product Assurance Directorate L

The headquarter ’s elements are authorized to directly kV

communicate with the government staffs at the plents ior matters

within their assigned function~l areas. Exempt from this
-
~~~~~~~~~

direct communications rolicy are those items ~hich may pro—

duce a change to the plants ’ contracts. All changes to the
V . V V

contracts must be e~,orovea by the Contracting Officer.

Both specific end’ general on—tite reviews of the plant

10
~~ 

~~~~~~~~~~~~~~
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and contractor operat&ons are conducted by HQ’s ARMCOM.

r~ I Specific reviews are conducted in such~areas as safety, Se-  -

curity, property administration, and. work measurement. These
V. 

are conducted by the head quarter’s element which has the assign—

ed functional responsibility for that area. Other specific

reviews are conducted by government agencies outside of

AR IICUM in such areas a-s radiological safety, communications

and fuel storage.

Two on—site general reviews are performed by HQ’s

AR.~COM - the Industrial Management Review (I1v~R) and the Should

Cost Analysis. The flvIR is conducted annually by a teem corn—

posed primarily of personnel from the Plant Operations Dir—

ectorete. The basic purpose of this review is to evaluate the

overall performance of the plant nd mate recommendations for

improving that performance. The operations of the plant ’s

government staff as well as those of the operating contractor

are reviewed by the Il~.R team. 
V

- 

Thile most cost proposals submitted by the operating con—

tractor are evaluated end negotiated by the government plant
V 

staff, occasionally a Should Cost Team is designated to con—

duct an on—site analysis of contract costs. At the completion

of this analysis ne~ costb , fee anu. contractural clause changes

-~~~~ are negotiated with the contractor.

~~~~

V V

~.1 These specific end ~enera1 reviews are supplemented by

staff visits by zcey p~ rsonne l from the headquarter ’s st aff .

The outcome of these reviews and visits are recommendations

V 

. 
U.
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which require actions to be taken by either the operating con—

trac tor , the plant ’s government staff, the Contracting Officer 
V

or the headquarter’s staff.

The requirement for the operating contractor to take -

corrective actions is not sent directly to the operating con—
• tractor. Rather, it is sent to the plant’s government staff.

The staff, after reviewing the recommended action to insure V

it is necessary, approtiate and within the bounds of the

contract, directs the contractor to take the required action.

* 

V

‘$5

I

- ~~~~~- 

_
~

__
~t_ -V_~

_ __



-V — V-V - V - 
~~_V5•V V - ~~~~V , 

- —

V PLANT (ROLES, RL~PON~IBILITIES, ORGANIZA’IION)

The contract administration effort at the plant consists

of the Commander, the Contracting Officer’s Representative

(COR), the COR staff, and a Defense Contract Audit Agency
(DCAA ) office. The Commanaer, normally a Lieutenant Colonel,

is charged with the resronsibility for accomplishing the

plant ’s assigned mission. Commanders are centrally selected

by a Department of Army command selection board and are

assigned to a plant l ox’ a 24 month tour .

At each plant two individuals, the Plant Commander and

the Civilian Operations Officer, are soecifically aopointed V

as COR’s. The Civilian Operations Officer, usually a GS—13,

is the highest ranking civilian oosition at the t lant .

The COR ’s receive their appointment in writing from the

Contracting Officer. An example of such an appointment is 
V

shown at Appendix B. The aopointment orovides the COR with

the legal authority to administer the contract and orovide

direction to the operating contractor.

“A CUR has all the ~uthority of the contracting officerexcept that he may not execute or agree to any modification to
the contract. He is obligec.1 to I’ollow the contract as it is

V written -nd must interpret the contract end. directives per—
- , 

V~~~~ V 

• tam ing to the contract.” (4:2—4)

~~

~~~~ :4

- -~ 13.
- 
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The primary function of the COR staff is to assist the

COR in the administration of the contract. A typical COR staff

organization structure is shown in Figure 6. Actual structures

and sizes of the COR staffs will vary emong the plants depend—

ing upon the needs and current activities of the individual

plant . The largest variations in size among the plants is in

the sizes of the ~ua1ity Assurance Divisions. Figure 7 shows
the present size ranges of the CUR staffs at the active olants.

Range No. of plants

less than 20 0
21— 5 0 3

V 31 - 40 2
41 - 50 - 2

H 51 - 60 0
61 — 70 1 V

-
~~~~ 71 - 80 1

31 - 90 1
over 9l 2 

V

Figure 7. Size of COR Staffs

~hi1e not officially a part of the COR s taff , the DCAA

office can f or all practical purooses be considerea en

unofficial extension of the CUR staff. The CUR and the DCAA

auditors are reouired to ~or~c together to -oerform euaits which I i
are either initiated by the DC~ A auditors or the COR. [ :,

The majority of the contract administration effort re— -

quired for the ~dmini~trction of G~CO plant contracts is oer—

formed at the plant by the CUR. At Aooendix C is a listing of

~~~~~~~~~~~~~~~~~~~~~~ ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ _ _
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the minimum contract administration functions for which the

V 
COR is responsible.

Although the COR is exoressly forbidden from making

V changes to the contract , these change s are evalua ted by the - -

COR prior to the approval by the Contracting Officer. The

related changes in cost are normally negotiated by the COR.

All fee negotiations are conducted by the Contracting Officer

with assistance provided by the CUR.

With f e w  exceptions , all actions required by the plant

V are directed to the plant Commander. If these directed actions

require effort •by the operating contractor , the Plant Corn—

manner in his capacity as CUR directs the operating contractor

to perform the necessary tasks. The few exceptions are those

occasional actions which are directly communicated from the

Cont r~ct ing Of f i c e r  to the o~er~ting contractor. Norm~l1y V

one individual, the operating contr~c tor ’s Plant Man ager , is

authorized to receive and accept resoonsibitity ~ ox’ perform-

ing these directed actions. No other government off~~ie1s

other than the Contracting Officer ann the CUR are authorized

to direct actions of the operating contractor.

One of the most import ant CuR functions is to oerform

a continuous revie .~ ~nd evaluaticn of the contractor ’s per—

V formance. Minimum schedules of revie,vs and evaluations are

required by the ~L~R and J.RMC AI airectives. However, the

majority of these reviews and evaluations are initiated end

V 

~~~~~~~~~ scheduled by the CUR. Reviewing consists of both examining

16. .:
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¶
contractor documentation ana observing contractor operations.

Results from these reviews and evaluations are provided

to the operating contractor by the CUR. Depending upon the

V actual nature of the resuits , recomi~endations, re ques ts , or

directives for change are either informally discussed with

the Plant Manager or formally transmitted to him f or required

action.

Another important function performed by the COR is to

receive all requests for government action from the contractor.

Those requests which cannot be satisfied directly by the COR

must be submitted by the CUR to the proper government agency,

normally HQ’ s J~RMCOM , for action . In the perform ance of thi s

f unct ion, the CUR must assume the role as an intermediary

between the contractor and a particular functional element

within H~ ’s •AR~COM. As such, he must insure that the particular 
V

staff  e lements act uoon the contractor ’s recuest in a sound

and timely manner.

.1

17. ‘
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~~~ COM~iANDER — CUNTRJ CTOR REL~.TION~HIPS

Three element s are ~ey to the sucessful operation of a

GOC O pla nt — the proper selection of an operating contr~ ctor ;

the proper selection of a C omman aer ;  and the mainten~nce of

the good working re lationship between the government and the

operating cont r~-ctor . The basic and most imp ortant relation—

snip between the government and. the operating contractor is the

di rect interface between the Plant Commander and. the contrac—

tor. -

The Plant Comman~ er has a dual responsibility. As C orn—

~~der he is directly responsible for accor~plishing the olant~ s

V 
mission. As a COR he is responsible for the administration of

the plant ’s contract. Since all plant o~er~tions are performed V

by the operating contractor the Commena.er is, in the final

analys is , strictly dependent upon the operating contractor

for the effective and efficient p~rfor~nnce of the plant ’s

mission . The contract is the c~ey vehicle through the C orn—

mander and the operating contrEVctor interact in the perform—

ance of the misr~ion. Therefore , while the Comi~ander may be
V 

fully resoonsible for the performance olant ’s mission his

authorities are limited by the terms of the contract ~nd the

Armed bervices Procureuient Regulations. An irnoort -~nt a~oect

of this limitr~tion is st3ted in the AR~C~..)M Plant Commenuer/

Contract ing Off i~~r~~Reore~ent.--tive Ooerations Guiae.
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“The Contractor should be free to make his own decisions
under the monitorship of the CtjR. The COR must recognize that

- 

- 
a private contractor ’s oroce~.ures for “getting a job done” may
not coincide with those of the Government. This policy should

V be conveyed to the Government s t a f f .  The Armed Eervices Board
of Contract appeals chilosooby should guide COR actions.

V The following is an excerpt from the Armed Service Board
V 

- of Contract Aopeals , decis:on 6CCF 61a01: ,.-hen the Govern—
ment enters into a cost—pius—fixed—fee , cost—~lus—incentive—fee , or cost—olus—a-.’~ared—fee contract with a Contractor , the

- Government engages the knowledge , the sicill, the juagment ,
• and the capabilities of the Contractor to periorm the contract.

It is the C ontractor ’s right , as .~ell as his duty, to use all
- - of those qualifications to emoloy men and. women who will com-

prise his ‘team ’ to perform the contract , to buy materials,
and to use his discretion, not that of the Contracting Officer,
in carrying out all of the factors involved in the performance
of the contract. The Contracting Officer ’s function is not
that of a boss over the contractor , telling nim what he can
end cannot buy , whom he shall employ , and . how much he is all-
owed to nay employees. True, trie contract bestows upon the
contracting officer the authority to disa~prove for reim—bursement the costs involved in the contractor ’s performance ,
but unless he is able to demonstr~te that the contractor ’s

• 

- - acts, or the costs h& incures, violate the terms of the con-
tract or the guides found in Part 2 of section XV of the A~FR ,
it is the contracting officer ’s auty to ~aorove the c ontrac-
tor ’s acts an~ to approve the costs thereof for  reimbursement .”

V (4:2—k )

Thi s ~hilosoony doe s oroviae sound general guidance for

contract administration. Adherence to this ohilosoony will

not , however , prevent or solve the numerous sna frecuent

disagreements which arise between the commanaer and the con—
V t rac tor  during the execution of the cont rac t .

V 

The C omm a nder , as the contract administrator , must make

continuing determinations th~t the contractor ’s methods will

proviae for e f f icien t  ana eUective olant onerations If a

aeter~ inat ion  is maie tha t  the cont rac tor  must ch~nge his

ocerations in oraer t~ im~rove efficiency or effectiveness ,

19. 
*
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the Commander must attempt to get the contractor to make this

change . The Commander ’s recommenaation or direct ion for change

may not always be accepted by the oper~ t ing contractor . The

denial 01’ cost reimbursement , however , is not normally emoloy—

- ed to force this change until other methods available to the

C ominanaer to af fec t  this change have failed. These other

methods inc lude suggest ion , guidance , problem solving and nego-

tiation. A prerequisite f or the employment of these methods

is that a good working relationship be established and main-

tained between the Commanaer end the operating contractor.

The strong depenaency on the contractor for the accom—

plishment of the plant ’s mission would suggest a cooperative

type of relat ionship be established. on the other hand , the

contract administrator duties of the Commander would seem to

suggest an adversary type of relationship. The choice of the

proper type of relationship at or between these extremes is a

dilenma for both the Comxaander en~i the contractor. This

dilea.ma is not unique to GUCO olant operations. It orevails

V throughout the total area of government contract administration.

J ohn T. bennet, in his dissertation on Congressional ~riti—

V cism and concern of systems acquisition , offers the following

views. V

- “Contract administration is seen by many critics as one f
V of the we 9kest links in D.~D ’ .- control over system accuisition .

J - Com~ i t t ee  criticism ana concern in tnis area appeared to be
entered on t hree a~ cect s :

1. DoD or~;aniz~tions operating in contr— -c tor plants
4 have not carr ied ou t a~~reosive ~r4d effective contracteaministration.

20.
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~ 2. As a result, DOD does not have adeouate surveillance
- - over major contractor operations.

3. In turn , major contractors have not oerf or ~ed sub—
V contract administration sufficiently to protect the

Feaera l Government ’s interest.” (5:171—172)

In this same dissertation, Bennet provides the follow—

• ing statements concerning controls over contractor operations.

“Overregulation and overadministration in the DOD sys-
tems acquisition process are reaaily apparent. Of concern to
Congress, during the period under study, was the -oroblem of

- V 
control , particularly over contr~ctor operations and, control.”

- - 
V 

(5:V2~)2)

-

- 

“The end result of over control is that functions
normally a prerogative of contractor management have and con-

-

- tinue to be t aken over directly and indirectly by .i.)OD .” 
*

(5:20-4’)

- 
V 

This dilemma is sometimes viewed as a conflict between

government and contractor controls, responsibilities, auth-

orities and prerogatives. This conflict has always existed 
V

and will always exist in contract aaministrator_ contractor

relationships. It should not , however , be viewed as a aes—
H

- H tructive force but rather as a healthy force required ~ or the V

:1 effective accomplishment of the plant ’s mission .

V - 
Stephen Robbins, in his book , “Managing Organizational -

C~nf1ict”, expresses a similar conclusion 
— 

V

“.......Bu t the goal of manaV~ement is not harmony, end.
- ‘ ~~~~~~ 

cooperation —- -  it is effective goal attainment~ Eliminetion
of conflict  is not realist ic in complex organizations , nor
would such elimir”tion be iesirable kore organizations

- ~~ -
~~~~ are dying from com~lacency end. ar~at~ r than arc dying from an

overabundance of conflict.” (6:19)
V~ . V 1~~~- . k~~~~~~

A good ~or~1ng relationship betveen the contrect eamin—

istr~V tor en~ contractor  is one ~nich recognizes this inherent

~ ~~~~:Y~ conflict; ond uses this conflict to further the goal of the - :

21.
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contract. The conflict, however, should not degenerate into

an academic battle of theoretical authorities, responsibilities

and prerogatives but as a real battle with the objective of

deciding and executing the best course of action in a given

- situation for advancing the efficient and effective operations

of the plant. The relationship mist provide for the maximum

flow of communications so that the fact and assumptions involved

in all issues are uncovered and, thoroughly discussed. between

the parties.

This conflict does not , in it s e lf , destroy cooperation.

“Many practitioners perceive cooperation as being the
- 

I opposite of conflict. They have traditionally sought the
former end. attempted. to eliminate the latter... .the two con—
cepts exist on separate continuums. The opposite of conflict
is no conflict anã the opposite of cooperation is no coo~era—f tion. The stren~th of this view becomes clear when it isemohasizea that the elimination of conflict aoes not assure
cooperation, nor does the loss of cooperation imply the
occurence of conflict....attempts to reauce conflict utilize

V techneques that increase cooperation , but the elimination of
V 

one does not create the other. ....~v’hen cooperation exists
V to the extent of abs ence of c o nf l ict , it is usual ly  assoc ia ted

with the avoidance of change and the continuation of outmoded
forms of action. Therefore , we can literal ly conc eive of an
organization cooperating itself to death.” (6:27—28)

Cooperation is required to properly resolve conflicts

• which arise. Conflict must arise to affect change. Change

must be accomplished to effectively meet the contract goals.

V ~ 

- 

There fore , the best working relationshin between the

contract administration and the contractor is one of both con—
•~ ~~~~~~~~~~~~~~~~~~~

I flict and cooperation ith the mutual objective of effectively

accomplishing the contract goal. Both parties must recognize

the inevitability of conflict in thei r  r e l a tion anip  end accept

V
V

V V V V 

22.
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this conflict as a healthy force which, if properly emoloyed ,

will further the goals of the contracts and, mission of the

plant. .A cooperative spirit between the parties must be

V maintained to properly direct and. employ this conflict.
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- vii 8UM~ARY

The Army’s complex of G~CO ammunition plants was

created in the early l9~O’ s to provide for the massive
• amounts of munitions required for V~or ld War II. ARMCOM is

-; responsible for the administration of the GOCO plant con-

tracts. The majority of the contract administration functions

are performed by the COR located at the plant. The COR has

all the authority of the Contracting Officer to administer
V the contract except that he may not execute or agree to any

modification to the contract. A vital key to the successful

- operation of .a G000 plant is the maintenance of a good work—

- ing relationship between the Comniander/COR and. the operating 
V

contractor. A good working relationship is one of both con—

flict and cooperation with the mutel objective of effectively

accomplishing the contract goal.
p
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CONTRACT ADMINISTRATION FUI~CTIONS

Extract — pages l:7~ 
— 1:79 Armed Services Procurement

V 
Regulations

1-406 Contract Administration Funct ions.
( a) \~hen a contrac t is assigned for .idm inictrat ion functions v~hich hive

~~~~ ‘~ j ’~. 
been determ ined to be the re sponsib i1it~ of the contract administra tion corn
ponent ~ ill automat ica ll ) be performed by that component and a delegation or
assignment letter is unnecessar ~ Ho~ e~er if special instruct ions per taining to ad

V. ministration of a partic ular contract are to appi ) th c~ should be contained in a

4 c ,~ 
letter accompan >ing the contr act when it is assigned for administration Such let-

1-406,
~4~~*- .~~~~~~

ARSIEL) SERS ICES PROd . RI SW~iT RLGULkTIO\
~~~~~ -~~r , 4
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- 1 OCTOBER 1975 1:75

GENERAL PROVISIONS

ters will not reference directives of the procuring department without the prior
concurrence of the department performing contract administration services.

(b) Each contract assigned by a purchasing office to a contract administra-
tion componen t for administration shall contain or be accompanied by all procur-
ing agency instructions or directives which are incorporated in such contract by 

V

reference. This will not be necessary if a copy has been previously furn ished for
app lication to that contractor.

(c) This paragraph constitutes the authority of the contract administration
• office desi gnated in accordance with Section XX , Part 7, of this Regulation , to

perform contract administration functions to the extent app licable , in accordance
- with this Regulation , the provisions of contracts assigned for administration , and

the directives of the department performing the services. Functions listed below
are the responsibi lity of , and , except as provided in 20—703.3 , shall be performed
by, contract administration offices:

, (1) review contractor ’s compensation structure ;
- 

V 
(i i) review the contra ctor ’s insurance plans;

(iii) review and approv e or disapprove contractor ’s requests for payments
under the progress payments clause;

(iv) determine the allowabi lity of costs suspended or disapproved on a
- - 

DCAA Form 1 when a written appeal has been received from the
contractor , direct the suspension or disapproval of any costs when
there is reason to believe that they should be suspended or disap-

V 
proved, and approve f inal vouchers;

(v) negotia te billing and final overhead rates when the contract contains
the clause in 3—704 . except when negotiation responsibility is placed
elsewhere in accordance with Departmental procedures;

(vi) negotiate under standings consist ent with agreements negotiat ?d
- - under 15— 107 app licable to treatment of costs under contracts cur-

rentl y assigned for administration;
(vii) negotiate prices and execute supplemental agreements for spare V

parts and other items selected through provisioning procedures;
(viii) review and evaluate contractor ’s prop osals in accordance with

3—80 1.5(b ) and fu rnish comments and recommendations to the
procuring contracting officer when negotiation will be accomplished

• by, thc procuring contracting officer;
(ix) when authorized by the purchasing office , negotiate or negotiate and

execute supp lemental agreements incorporating contractor prop osals
resulting from change orders issued under the Changes clause (Prior
to completion of negotiations and issuance of the supp lemental

- agreement , any delivery schedule change shall be coordinated with
the purchasing office.);

- (x) manage special bank accounts;
V (x i) assure timel y not ification by the contractor of any antici pated over-
- run or underru n of the estimated cost under cost-type contracts;

- V 

V (xii ) review , approve or disapprove ar id maintain surveillance of the con-
- - - tractor ’s procurement system;

V V J  (xiii) consent to the placement of subcontracts:

V 
- 1-406

- 
VV~ 
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GENERAL PROVISIONS
V 

(xiv) monitor contractor ’s financial condition and advise the procuring
V contracting officer when contract performance is jeopardized

V - thereby;
- (xv) when authorized by the purchasing office , negotiate prices and cx-

V ecute priced exhibits for unpriced orders issued by the procuring
contracting officer under basic ordering agreeme nts;

(xvi) issue tax exemption certificates;
V (xvii) conduct post-award orientation conferences;

(xv iii) issue work requests under maintenance , overhaul and modification
contracts;

(xix) negotiate and execute contractual documents fos settlement of par-
V tia l and complete contract terminations for convenience , except as

- otherw ise prescribed by Section VIII ; V

(xx) perform necessary screening , redistribution and disposal of contrac-
V tor inventory;

(xxi) perform prop erty administration;
(xxii) prepare findings of fact and issue decisions under the Disputes clause

on matters on which the contract administration office has the
authority to take definitive action;

(xxiii) assure processing and execution of duty-free ent ry certificates;
(xxiv) in facilities contracts —

(A) evaluate contractor ’s requests for facilities and changes to exist-
ing facilit ies , and provide the procuring contracting officer with
appropriate recommendations thereon;

(B) assure required screening of facility items before acquisition by 
V

contractor;
V (C) approve use of facilities on a noninterference basis in ac-

cordance with paragraph (b) of the clause in 7—702.12;

- - 
(D) assure payment of any rental due ; and

- (E) assure reportin g of items no longer needed for defense produc- V

tion ;
S (xxv) perform production support , surveillance , and status reporting, in-

- • cluding timel y reporting of potential and actual slippages in contract
schedules;

• (xxvi) perform pre-award surveys;
V (xxvi i) perform industrial readiness and mobilization production planning

field surveys and schedule negotiations ;
V (xxviii ) monitor contractor industrial labor relations matters under the con-

V - tract; apprise the procuring cont racting officer and cognizant c epart-
mental labor relations advisor of actual or potent ial labor disputes;
and coordinate the removal of urgentl y required material from the - :

V str ikebound contractor ’s plants upon instruct ions from , and 
V

authorizations of, the procuring contracting officer and the cognizant
departmental labor relations advisor;

- (xxix) perform traffic manage ment services including issuance and control
V
~~ V 

- - of Government bills of lading and other transpo rtation documenta-
tion;

- 
- - (xx x) review the ade quacy of the contractor ’s traffic operations;

- V 
1-406

- 
- ‘ V 
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GENERAL PROVISIONS

V (xxxi) review and evaluate preservation , packaging, and packing;
(xxxii) provide surveillance of contractor design , development , and produc-

-
• flon engineering efforts;

(xxxiii) review engineering studies , design, and propo sals. and make recom-
mendations to the system/project manager or purchasing office;

(xxxiv) evaluate and monitor contractor engineering efforts and expendi-
tures in accord ance with contract terms;

(xxxv) conduct surveillance of contractor engineering practices with regard
V 

to subcontractors;
• (xxxvi) review , on a continuing basis , contractor test plans and directives for

compliance with contract terms; compare , milestone; prog ress , and
cost against contract requirements ;

• (xxxvii ) assist in classification of waivers and deviations;
(xxxviii) evaluate the adequacy of contractor engineering data control

systems , including assurance that systems provide for timel y incor-
poration of changes in data being acquired;

(xxxix) monitor contractor value eng ineering programs;
(xl ) review cost reduction proposals , and submit comments regarding ef-

fect of prop osed changes on the engineering requirements of the
contract;

(xli) evaluate and perform sur veillance of contractor confi guration
management systems and procedures; V

V (xlii) perform surveillance of contractor engineering change systems;
• review Class I eng ineering change proposals , and comment on en-

gineenng feasibility and need ; assist in price anal ysis of eng ineering
changes; review Class II eng ineering changes to insure proper clas-

-: sification;
(xli ii) evaluate the contractor man agement , planning, scheduling, and allo-

cation of engineering resources;
(xliv) evaluate and monitor cont ractor reliability and maintainability pro-

grams;
(xlv) review and evaluate for technical adequacy the logistic support , - •

maintenance , and modification program s accomp lished by the con- 
V

tractor;
(xlvi) make appropriate comments to purchasing offices on any inadequa .

- 
- cies noted in specifications;

(xlvii) perform procurement quali ty assurance;
(xlvi ii) maintain surveillance of flight operations;

(xl ix) assure contractor comp liance with applicable safety reQuirements;
(I) assure contractor ’s comp liance with small business , labor surplus

are a , and minority business enterprises mandatory subcontracting V

• programs; conducting , on an as-required basis , small business and
labor surp lus area set-aside sur veillance; and providing advice to
small business , labor surp lus area concerns , and minority business
enterprises;

(Ii) in connection with classified cont racts , administer those portions ~f
the Indust ri al Security Program designated as ACO responsibi lities in

t

- 
1-406 ‘
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the ISR and ISM (See Appendix C, Industrial Security Regulation ,
DoD 5220.22—R, for partial listing of primary responsibilities (also
see 1—320).);

(lii) make payments on assigned contracts (but see 20—706);
V (liii) assign and perform supporting administration;

(liv) assure timely submission of required reports;
(lv) wilt advise and assist defense contractors regarding their priorities

and allocations responsibilities and assist defense purchasing activi-
ties in processing requests for special assistance and for priority

V ratings for privately-owned capital equipment;
(lvi ) process and execute novation and change of name agreements in ac-

• cordance with Section XXVI , Part 4; -

(lvii) when authorized by the purchasing office , negotiate or negotiate and
execute supplemental agreements accelerating or decelerating con-
tract delivery schedules;

V (lviii) when authorized by the purchasing office , negotiate or negotiate and
execute supplemental agreements providing for the de-obligation of
unexpended dollar balances considered excess to known contract

V 

- requirements; -

(lix) determine adequacy of prime contractor ’s Disclosure Statements;
(lx) determine whether prime contractor ’s Disclosure Statements are in

compliance with Section XV and Cost Accounting Standards;
(lxi) determine contractor compliance with Cost Accounting Standards

and Disclosure Statements , if applicable;
-

- 

V (lxi i) negotiate price adjustments and execute supplemental agreements
pursuant to the Cost Accounting Standards clause in 7— 104.83;

S (lxii i) perform post award surveillance of contractor progress toward V

demonstration of Cost/Schedule Control Systems to meet the
Cost/Schedule Control Systems Criteria (see 7—104 .87), provide
assistance in the review and acceptance of contractors ’
Cost/Schedule Control Systems, and perform post acceptance sur-
veillance to insure continuing operation of contractors ’ ~?~epted
systems;

(lxiv) when authorized by the purchasing office , issue amended shipping
instructions and , when necessary, negotiate and execute supplemen-
tal agreements incorporating contractor proposals resulting from the
amended shipping instructions;

(lxv) when authorized by the purchasing office , issue change orders and
V negotiate and execute resultant supplemental agreements under con- V

tracts for ship construction , conversion and repair;
(lxvi) issue contract modifications requiring the contractor to provide

packing, crating and handling services on excess Government pro-
perty. When the ACO determines it to be in the Government ’s best
interests, he may secure such services from other than the contractor
in possession of the property; V

(lxvi i) approve contractor acquisition/fabrication of special test equipment
as provided in paragraph (b) of the clause in 7—104.26;
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(lxviii) negotiate and execute contractual documents for settlement of can-
cellation charges under multi-year procurements; and

(lxix) evaluate and monitor contractor ’s procedures for complying with the
“Restrictive Markings on Technical Data” clause in 7_V 104.9(p).

Procurement functions not designated as contract administration functions shall
remain the responsibility of the purchasing office.
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P IPtY T3
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S~3 Ci: Appoin~~ent of Co~ t:acting Officer ’s Reprasentetive ,
Contract i~o. W11173’-49—C-G035 

V V

V 
V

Co—?-~~1i~~,3- 

V 

-

~~~~~~LTC Victor J. Congoia, 0l8-2S-0256 V

-
• , W~lstoci Ax~y ~~~~ua!tion p~~~~ 

V 
V 

-

-- ~~Xingsport, TN 37662 
- 

. 
- 

V 
- - 

- -

-

1. Yost axe hereby desigmated, effective 26 Jun 74, to act as Contrac— 
-

ting Officer’s Representative for the adm inistration of Contract Na. —

W11173—49—C—0035 bat~Qeen the United States of A~ierica and Hoiston Dc— V

fanse Corporation, Kingspor , Tennessee, for the operation of faciLities
at Eolston A 7  ~~~‘~mition Plant, l~ingsport, Tennessee.

- 

2. To the extent not specifically prahibitèd by the ter~1s of the above
nt.~ bered ~~ntraet, you are e~~~~ ered to take. any or all action theret~~dcr
which caul~ be lawfully taken by the Contracting Officer, pro vided hawevar,

V that you shall in no event be authorized by virtue of your designation as

~~~ tracting Officer ’s Represencativa to execute any supplecental agree~ an.t,

V 

cha2ge order or other nodificat~o~ ~f said contract.

3. i~ dl’; ~:~~ow lad~ a rea~iQc of :~~ s ~~~~~~~~~~~~ ~~ ~~ o~ i;ina1 cepy
- and retu n to this office for retention in the contract file.

- ~~~~
V

-—

~~~~~~~~~~~~~~~~ ~~~~~~~~
V r~~tu4. sc~cz~t, ,ia. -

Con~ ractin3 0~ ficer

V ~ A :hentLc~~ed copi~~: V 
. 

-

3 A=y Pi~anca Center
~~~~~~~ P~asidax~t Auditor , Holstan

-• - Zi~ance Officer, ai~ 
AC~ ’l0WLECGED : 25 J u ne 1974 - V

~

o1ston Defense Corp. (dupe) -

t ~F - :

‘

~ ~Z%~,4/
- ~~~

- VICTOR J. c2~~4DLI ‘

LTC, OrdO :1

Li 
_ _ _ _



(a) Perform production support , surveillance , and status reporting, including timely report ing

- 
V 

of potential and actua l slippages in contract schedule ..

(t) Monitor and evaluate the contractor ’s product ion and inventory controls.

(u) Rev iew and evaluate the contractor ’s modernizati on , ra tnte nan ce , and u t i l iza t ion of the
ph ysical plant and equipment.

V Cv) Review and evaluate the contractor ’. polici es , procedures , and operations in plant pro-
curement and property disposal.

. (v) Work Closely with the Defense Contract Audit Agency (DCAA ) resident or assigned auditor.

Cx) Tak e action on DCAA report. as appropr iate. V

- (y) Keep the contracti n g officer advised of operat ing contractor perfor mance.

(a) Request estimates on proposed work , analyze contractor ’s esti mate , negotiate an agreeable
funding request , and forward same to contracting of f icer .  A similar effor t  for cost targets , if
work is CP I F .

(as) Evaluate cost control.

Cab ) Coordinate nobiliz.-3tion planning, continuity of operations planning , and other emergency
planning programs .

(cc) Perform any other contract ad~ 1ni stration function required by the contracting officer.

(ad) Assist 1n the establ ishnent of fee negotiations b y an assessment of past contractor perfor—
r.ance and reco w~endat ton relative to areas of thproved contractor perfornance ,

I
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