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and of submitt,ins :::uch r{>Qorrmondatione 
to tho House us it deem neocenary or 
d€H:',il"sblc 111 oo:rmeotlon with tht? fi!Ub­
Ject matter of suoh reports; 

(2) atudying the o;er~; tic·ll o±' (kve1"n,mont 
activities a~ all levels with a t 1ew 
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to doterrn:!.n:in5 l ts econcmy imd efficiency; 
{ 3) e::valuating the eff,:>cts of l o:ws enacted 

to r oorgr-;.nize the 1E·glslr t:l.ve and exc,c -
ut i v e 'br~inchen ot: the Govl~:rnrne-nt; 

·(4 ) study :L'l".lg n tex1gove:rnmcn.ts.l Pel,d,:;.cn­
l!>:1i pa bt"tWE:?cn thE UnH,r:d fH.H t{i'S and t he 
States and international org~ritzat1o,s 
of which the Uni t~d Btu tes i e ,:,:1 member . . 

( c) Fe .. th0 pur pop,e o.. per :fc:rr...lns such t,ut1les 
the commit tee, er any ::.H.fbcoii;,mlt,tee t hc:r-eof 
when ;..1uthcriZN" by tti_e ccrrml..ttoe. js a1Jthor ... 
izec to r, it • hold. hr,t;l.:rlnge, and ··aet at such 
timcf! and r 1 '1C€>£: within the Gnitf?..d Strtt, e , 
\•rheth~r o:r not the House· is 1n £JQst1 j o.n, is 

. ;..n l"l"eec s, or has ~.d journu::!, tc n;t!liirc by 
eubpc na or- otherwise the attend~n.ce of 
su,ch l.1l tt1 Gf:scf.l ;9.nd t1:1e nrod1ict .icn ct Huch 
p.apet.s, doouments, and books, and tc take 
such tert1mony us i.t deems U(scostary . Sub-

, poenas may be i is suoo under the e ig..na tu.re 
of the cha 1r man of the cc11mi t,tC'c or of ~'n}T 
s.,;.bcommitt€0 , or by arry i;uch ctm.lrrrt&n, ~.nd. 
may bf:': s0rV"O by any person ~(.'eigru,1t0d by 
any sueh ohairman •or member,..;. . 

The particular enit ho.r-ity for :ltr:-, inVf;:;s tigatj'.on intc 

the Corps of Engineer s Excerc•dJ.ng t he Limit.a.tlons at 

Grt:1.nit~1 Ci tJ, Illinois comes from t he above anc1 o.l sc 

from :ii Qnlted St :i t ce ~Q§., §~l.ement Y, Sect.ion 

60 wh1oh ::.,tD.tes : -
• The Comptroller Ch:meral. 1s author i zed and c:i rocted 

+c) m•~p ~" c-vnpnA~t,~r0 nn~lvn1o 0~ u~ch 0 ~~·ncy -: , .. Cl.q, .-)..J!'"-•'. tJ .J., \,4 �~� Cb i;.,.._ 4' e>, _,O . •~· ~...:.~ 4.J. -~~"'7· 
ln the e.H·cut.1vc ,ranch . ot.' the G0ve1"nmEmt { ln­
clud :.ns Govornm0nt corporations), rJhich , i n the 
opinion of the Comrtroller G~neral, wi ll cn~blo 
Ccnsres!'I to c,ot.or"'Jine wti.vther public func.s ~'1,~.,n.: 
been oconcmically and t;ffici ntly a mln1.st!?red 
expenccd. ae;ort8 on such "ralys.1..r: shall be sub-
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mit ,ed by t v· Ccm,;:t:roller r1cnE.'r~ 1~ frcm, tlm0 to 
time, to t .. e Corn•nit.te.:·•s en Government Oper ntlcns. 
to th€\ lpJ:,ror; irlticms Coi:mr1ttecs, :?..nd t o the 
loglfll,J.tiY( c or::mittr:- s h .. --:vinr;; jur ieo:lc tion over­
loc;-islctticn r 1P: l .1t 1nrr tc the orer•,it.cns ot' the 
r spective age~cios of tho two Hcu~eA , 3 

t.hi121 i s one ot the a1n 

wat_pb<lo:. committees. of the Congr e~s . 

G· •... JfE:"' lL ACCCUl TING OFPlCE c: RC tE; 

St.:--tes _ __ ._.,,.. 

Code , ~.:,lfJ=·l e1110nt L Peetiol.! .§Q , the Comptroller Gcner·a l 

and tie staff of t~e General Accc intlng Offi ce, which 

is e. branch of tne Congrens and :res!:cnsibl e tc t.11e Con,r.r ees , 

ma:ccs regular au 1 ts of exr'cut tve ae;cnc1eo . 'l'hes.e :::. re 

often accompanied by sample c heeks 1ntc one par t icul ar 

program or phaee of the a.gcne le,s tc•'t::z l pr og_r am . Those 

In Ltto 1 )59 the General cccunt1n- "'';, f lee whil e 

mat:ins a.n .audit of the ldli tary Construct ion .roe:ro.m 

of tte Armed Forces foancl certain gh:ring dis crcpenc 1os 

in t.o Army's uoe of fu.ncs at the Granite Ci t y , Ill i no i s 

in ::;.J.loting militar y appr opriat ions authcr1zc a ccr -

tf1i11 amount t o be u~3ed for t:senera l ccmstr uctlc-n _. u •pories , 

and this 1. - to be 0vided as u t-:1.t8'd arrcn.J. the thr ee 

services ; Army , \.vy , a11c' . ir Forc e . 

ccnstr:.ictlcn . ;;p•oprJation su ric01.Lntl y is brcken cci n 



and a.uthor1z.ntions are made for vn.:r1ous r.,ro,je, c ts for 

thut particular sc,;rv1ce ~u c,h e.s miei::J.o bases or hcus1ne; 

a s at Greni te Cit,.. ,• Once thesr.: authorization - are et 

1f the Army or Navy ,:1ishee to change . them or exceed them 

1:n a.ny way they must go back to the Congrecr- for the 

perm1s$ on to do so .4 

GEAI\!TE CITY HOUSING CASE 

1hen audit,1ng thP- Armts accounts for the con­

struction of fifty houses G'.t Oran te City, the Genorul 

Accounting Cff1ce found that the lim1t9t1cns fct the 

housing had been Pxoeed c· d by *223 ~000 . Und-er the 

DetprtyneDt ~ De£r~nee Anr,rg:nrin:t1Pn Act 12:5§. i§.2. 

Sto,!&1&, 3.15.}_5 the coet, 11mjt.a t .icns for t .-l is hcuaing wc,s 

642,000 fer i terns thut were lnclt1dod. within the 

11m1tat jon. The CE·tltns wa s Aet undGr , ttie Dc:,n.rtrneni 

Q,f, Defense Arr-ron::iut,.tgu A£.!:. :·rovi21cn that no hou ing in 

the ccntine~'1 t a l UnitE·d Stet.es shall ::l.n ccet oxoE"ed 

~20 ,000 for a g nor~l eu,.va . t; ~i, CO f,...rcol-

o elf or equivalnnt; ~16 ,000 fer m joro, lieutenant 

cclonol ore uivnlant; 1 14,000 for eeeond licu ~-nants, 

f. rst lioutena.ntn, c pt::dne c.~d ,-.: rrant offic"rs or 

equ~vel-nt, ~nd 9 12,000 fo r enl ie tod pers onnel, er 

a tct~l of~ 42,000 for the fifty units of v~ricua ~radce 

to bo conr,ructnd. 'Phii:: limit t...on did net ap 1.y to 
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ri:fri~~-r~tcrs, rci-~lda, outn1d -i .~itlllt1cs And s ts ,rr.:·­

pa:;:-,at..:.c-n bey011d five fc,'t, o_it fr·m trio pe:d.111;::,tor cf 

e.::.ach houEe- . Also the cott of ..:1.::s ~eni wer'B .not included 

n the limit~t cn . 6 

ln Novernb"' r 1955 the Un :1. ted Str~ te-[cl Army Ccr1 .. s 

cf fi;ng1ncEr~ -:eked for bid,_ frori C!Ont1·•~.c to;r·~, en the 

Grr:.ni te City area fer the !TO!)OON1 :ro jE'ct ,.. On ec -

ember 20 , 1955 the bice from four ccntr._;,ctcrf.l were c:pened 

by tbr1 
ccntre.ctin

0 
offic-:.r in Ch : c:.:1.;., o ~ Il1.inc2.s~ e.nc 

all· ere found to excacd the 11mitat io~ for the houcing 

2lt}-ou3h th,'se had been cln·Jrly st~tec1 1n the invJt •· ticn 

fer bids. In on effort to receive bide before c January 

1 , 195.6 rc-s i-,r ict.ion whlch \\ou1.d have rrcventcd the e.wc:rd -

1ng cf t~ contrrct fer t,h:.1-t pt,1rticulc..r rro},ct bec 1.:ure 

effective, the co1brecting .flcrr sent tall~•~m6 to 

29 of Dccr-,mbor. hev1cw of the ceeond bic1.s d lsclosr~ 

th··1t the CC$ c tho hcus1:ne:. itself Wf!~ wl t .... in th~ 

11w· taticn, but tb.e coat for utilit._cs , re:mgeo et c .tera 

had rlsen from appro:x1mat,ely -~ 13 1,000 to ·:•390 ,000 1n 

~n 2 pcrent effort to br ng the o.~~s within the 1 m1t~ 

ation2 . 'rhe contracting officer then, in rde:r to rneet 

the J c.nu. r.y 1, 1956 d• tc, aw rd cl tL..; o ,n;l:,:p. ct to the 

lowest bidder, G. H. Sternberg r.i;1c Cct1~;eny o!' Granite City . 
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pr v1 cu. subm s 0 ion, t, c ~ccond bid w~ts 19,000 more 

th:m the in:l t1.~.1 one .. Upon set::1n3 thoaE fig r€s the 

Qcner;.ll Accountine Cfftce_ stflrted a t hor o,1gh tnve tiea t ion 

into the r:roject . 7 

The Gen0ral .Accoun • -.ng Cf:f5.cc rr::v:i owf d tho 

epccificat!cnE fo· the hcu in~ and f cun' them not t6 

be 0laborate, ncr were tie ·nits Lhe~r l voo. lt also 
' 

chocked the contrcctcre rFcords ~s they are rermitted 

access to records in negotiate ocntr~ct~ ancl some ad­

vertise bif cont;acts .8 The G. 4 . C. then rovlewed 

the uwnrdlnc of the oorttrcct to nscertain if t ·•A best 

:ntereBtti of tho f,C v fJrnmem ha.d been rer,rcd . It could 

find no evi~enc e of collue1cn between co~tr~ctor and 

the ccntructing officer . Nor could 

the General 1ccountjng Cff5ce f!nd any rrccrC or ·nc~o-

in an cffo::.· t t,o br n: tho accc.,.;te( bid ~own to ttl • 

r_,evlcue b c1, ln oth<-'l"' word t.1 to ollrn1na te t.hc {. 19 , 000 
q 

1ncrea. ..... ~ 

Gov~rnment C.pcr1.:1t.i.cns Comrriiti,ce for their at cnt:i.cn . 

It wus -:gr .,ed upon by the G, A. c. :i cI the comrrittce 



that this l&B an roa ~hi c h n~oded 1nvAst1gstion and 

th:tt Grsmi tc City 1,,;oul<, servo no the sr.mpl a c ,. se . 

'he ro.:.ijor pcint of ccnce:rn ·:rn that the Gorp._ of 

Engin(,crs hn c.eliter".tel1 , from o.11 i~dJ.catJons, 

excc;"?ced U!e 1::tmit,.:tlc.ms, ,si.nd tl:.e.i.r a.uthcrity by not 
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returnine to the Ccn rers for permJ.r,c.Jcn to do so until 

the following yecr . It was also queetione4 if the bPet 

t should 

the ovcr?ll llmjtnticn for houe1ns , but the specific 

authcr1zat1cn coverj.ng Gr~nite City area at thct time . 

Also the bid by the contrac tor and the actual total 

ccst of the housing was 1-.srn ths.n the estimo.tc mace 

u.t the c';c.nser of 

the ejtuatlon 1:-ls aec:-mEid te lie '!.n the fe et th!1, t tlH~l•e 

ventic,n of Ccne,resr. . 10 

In ore N'" to lock fully intc the $i tue. t l on the 

Dawson cf Illinois oreered an lnve8tig.tlcn ~.ca 

rucry 25 enc 26 , 1960 \'!ith 1wmb1?ra of the committee 

and Counc cl receiving tostimony rr~ tl.c 'en~ral 

AccountJng Cffice ""'nd the Arn,y Ccr_:"c cf .t.n3:i.ne ·rs . 
11 

~xcctly how the co _tt 0 c rccc•d d, the 1nform~tion 



elicited , and the act.ion t:u::cm by t. 1·:(, subeommittee, 

C-01~~1s of Eng ::.nc(,l".J , General iicooun tine; CtfJoe , .:.nd 

elther a(:l',:p.n.:rtm€mts as a rcaul t iG d.1FiCuei~¢d J,.n the 

eucoeding ch~ptere ~ 



CHA;I?TEH IV 

GRANITE CITY, ILLINCIS CASE l31tUDY 

GENEHAL ACCOUNTING OFFICE CHARGES 

on J anua ry 13, t960 the Compt.t'ol l er General of 

the Gene.rel Accounting Offic e Sf:nt ,a c o:m t:1ete r eport 

of thoir inveetigution. to the Ro org:.iin1zat1on subcommittee 

and the her.,rlngs by th:-:.t committee oornmAnC-cd on F'eb-

ru .:. .ry 25, 19600 The o pening etl'l.ti:-ment i11clu<' in? tho 

maJor pointo of the Gonrrcl Accoun+ing Cffioe ' s r ~port 

count ine e.nd A•tditing Vivieicn of the Gene-r ::~ l Ac>r!ount .. 

ing Cff ice . Th,,. mn in 1 temn covered WEJr e : 

{,250 , 000 housinf costs under items not subj r ot 

to limi t·J.ti9n . 1 

( 2) Totnl coet estimate wa? 1ncrerePd by ~•9 , 418 

from thG .iJeccmber· ~?0 bi& to tho.t on D.-::c ,mber :?9 . 2 

(3) Congreesional l im1t~t1on was vlolatEd by the 

i mircrer eh1ft ng of coste . 3 

( 4 ) The Cor ns of En.rr)ineo·•s viol :1tc • subEac11tl.on ., '--- _ ,,...._......__ x __ __ 

e.meneed by not ro~Jortlng the excess expenditure 

t,o t he .i,;·restdent and the Congreso . 4 
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( 5) Accordl.ng to the evi(ence available the cont:r-e.ct111g 

officer failed to negot1a.t$ \'<' tb tb.'o contracto:r 

t o t ry to e11m1nate the added l t9 ~418 . 5 

( 6) The c ont.rnct was R'<''!1rdod he.at1ly becriuee an im­

pending ohane;e 1n rE>gulat1ons c"'ffcotive Js.nusry 

bility th.:1 t the b'eat tnteresta o:f thit> e;ov~rnm(,nt 

ha.d net beon served . 6 

The mcst importl'.nt' a-P.pec t to t he Genere.1 eccuntine Cff'1ce 

was the f~,ct thrit the Cor ps hric fai l ed t.o r ~tum to the 

Congre~~ f or author1zat1on to exceed tle 1.imit ':1ti.on .7 

In support 1ng these point a the G • .P • • O. o:f f'er i::::d t he 

f ollowing e'tidonce . 

In ree;ard to t~1e charge of an n.lmcBt, ,;250 , 000 

exccee cf the limltatlons the Ge~eral Accounting Office 

had chec~ed into the reocrds of the tw~ bide offered by 

the four -competing contractors ~ Those wer€ "11 informal 

e.dvE.rtl ed i:: icls , an~ as such, the Corpe of F .. ncineers 

claimed th~y were not aubJ~ct to negotiation . In eom­

r:o.r1ng the f r, t -:mt'l second eetime.tesi of Pach c ontraoto:r 

anc: in particular thc.t of G. H~ Sternberg, the Genere1l 

Acco ntinc, Cff ice inv.cetigatorn found 1=.H.:;vene di rer~.i. :1oieo 

between the tt10 . As an exampl e , 1 t was f ounc thr1 , the 
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,he construction of fences, ,l':.tee., ~t ceter jumped from 

ee j 115 t I 22,884; '.:.nd installation ChDrr,es fer refr:l r;­

erators :n eas@d tr~ ~ 0420 to , 1,1 ~4 . The total co~t 

of these ite!Ila and el.mi.. ·, :rw ones which were not ?.uoj0ct 

t c the stat.rn.tcry l im i tat iona of t 6l1,2 , 000 had incre9.eed 

a.pr,roximn.t- ly 300% ever the 1n1t1al bid . lt bec,1.mc 

obviou- to t h~ General Accounting ff 1ce then v jrwing 

both l?1ds th ~ tho cor:t of s ome :wus in,z; i ttim. , t d bePn 

trs n e f erred to items s ch as ut111t1ee which were not 

by the 11 .1tat1on. They werr, not 2ubjeet. tc it b, ..... c a.use 

' ihe coet of such f<cil1t1es v- r1ed gr eatly from region 

to r05ion . 8 When com1 ar1:n~ the t1t'O a.nd tl'\klng :l.nt<1 

c cnsice::ration a.n 1ncrc~,s0 of 'iJ• 15 ~531 f or 1ntor-~01 .. r,-c.J.11t1ng 

wh1.oh had not l)een included in the or l gi nal 0 '10 , t he 

Gener-al Ac c ounttn,,_- Office ct:: lculo.ted the ect a l amount. 

of t te mlB''ppro pr1 at1on to be $223,000 . 9 

A3a1n in comparing the sun-mitt .d bids tl e G . A . C . 

·sccrt::tinet1 ths. t. the succec1:1ful contrs.ctor, o. H . Sternberg 

anc Company of Gr ~ni to City, had converted p:?rt of t hf::~ 

crtiror:~c r oo 1.tn s uncf:r the limit·•t., on t,c thor-o net 

subjec t to it. Also .tn the ::;,..yA e l ~pe 1ng frcm D(;Cf-nnbcr 

20 ~o Drc ~mber 29 , the t otal COPt had lncrc~red ! t9 , 4 10 

n r-6c'1i ton to the ,. 1~,- = 1 addition for 1n e:rlor pnint:l n~ . 
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The Genor:.ll .Accounting Cffice wns unable , how ·ve:r, to 

-f'1~d any vilid recson for the increase , nor coulo the 

contr,.rntci.' provi J' om.1 othAr- than there had beon a m1s ­

calculc. tion on the 1n5t1a1 b:t.d . !!.Ven with th1B ad~ition 

the b:1.d :from J. . H . St,er-rlber--::- r(.>ma1ncd tho l o est of t' _e 

four advertised ones eubmitt-.. . • 10 

!n conjunct on w1th tbiG inC!'(.l €' __ or ?1 19.11-1e the 

General Accounting Off iao proc$odP<l t,o, lnq{;_ire in·to the 

con I,r2 Ct ..i,ng procedures . 

tho Genoral Accounting 8ff1cc there wa8 no . fem.al reccrd 

made of the trl.'.'nsactlon , but ther.:-- apr;ee.red to have 

boen no attempt ma.de by tho contr.m ct1:ng o.f.ficcr to no.go­

tiato he contract . It wrxs agr eed t b.Ht some effort shoul d 

hnve: been rut forth to lower the pr1ce tc the cr1r.)lnul 

bid. of .,896 ,_71 8 .. , 11 In ocM1t1on, when the ~cn tro.ct wus 

e.ctui.lly negotia t0d and 0-i.r.n~d on F'ebrw,i.ry . 17, 1956, 

1t ~~ . for 1931 , 667 inolud1n3 tho addi tiop of 815 , 53 1 

fer interior painting . Tt ore w~s no ev1denc P of collusion 

between the contractor and contr,c-,cting officer, ncr 

w3 ~ there an ind1c?t1cn t hct any efoc ial r r1v110ees h e 

been -rcntce . 12 It w~s f0lt , however , that the best 

as u r esu l t cf thi? f~ilure to negotiate . 

In conn~ction with the f ~lurP tc nagotiat~ end 

tho general oonditlons of the cont~c.ct it~clf, nn 1nau1ry 


