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UNITED STATES 
ATOMIC ENERGY COMMISSION 

Washington 25, D O C o  

Ma W, Boyer 
General Manager 
Uo S o  Atomic Energy Commission 

The cha r t e r  of September 18, 1952, from you es t ab l i sh ing  this 
Task Force assigned a s  basic  purpose the  obtaining of comprehensive 
and d e f i n i t e  answers t o  the  f i v e  questions raised i n  t h e  l e t t e r  of 
April 2, 1952, from the  J o i n t  Committee on Atomic Energy, Our ye- 
por t  i n  fu l f i l lmen t  of t h a t  assignment i s  being submitted separately,  

The cha r t e r  a l s o  spec i f ied  t h a t  basic i s sues  of cont rac t  and 
management p o l i c i e s  were involved i n  the  study which rmghc require  
exammation of a l l i e d  problems, and t h a t  our report  was "to present 
an object ive examination and evaluat ion of the  po l i c i e s  and prac- 
t i c e s  of AEC i n  these  a reas  i n  the l i g h t  of experience and of al- 
tepnatiwes and poss ib le  improvements*Eo I n  planning our" study and 
i r r  discussing our  plans and progress  with Commissioner Zuckert and 
with Mro Kelehan of the  Geneml ManagerQs Office, it became appayent 
a t  the  out s e t  tha:, t h e  des i red  comprehensive and h a g i n a t i v e  t reat- ,  
ment would involvle a study not narrowly confined t o  t h e  f i v e  JCU 
questions, although centered on them, 
t o  the  basic  r e l a t ionsh ip  between AEX and i t s  contractors  i n  the  
conduct of t he  atomic energy program9 t-he responsabi lxt ies  d i s -  
charged by AEC s t a f f ,  and the  management and organizat ion p o l i c i e s  
and arrangements m t h i n  which AF,C personnel function, These mat -  
t e r s  a r e  t r e a t e d  i n  the  present  repom, which i s  submitted t o  you a t  
the  request 01 Commissioner Zuckert, under whose overall. supervi- 
s ion  and d i r e c t i o n  our work w a s  conducted, 

These questions go u l t imate ly  

I n  going about o w  study and wr i t ing  this repoPta we have COE- 
ceived our t a sk  t o  be t h a t  of an  inqui ry  o r  reconnaissance survey. 
We have not attempted a f u l l  management survey, but  have sought, i n  
v i s i t i n g  AEC i n s t a l l a t i o n s  and t a lk ing  t o  men from the  d iv i s ions  
ar-d o f f i ces ,  t o  f ind  out what AEC personnel constdered the  objec t ives  
and management pcll icies of AEC t o  be, how these understandings 
agreed w i t h  o f f i c i a l  pol icy,  and where pol icy was not s t a t ed  o r  not. 
adequate or not applied,  We have not considered oumelves i m e s t i -  
gators  i n  the  narrow sense, but r a t h e r  a s  the  instruments of" a 
Commission self-examinationu 
w i t h  men i n  the  f i e l d  and Washington i n  a cooperative efforr; t o  de- 
f ine  AECBs problems and t h e i r  rootsc Defirrirg AEXgs  problems and 
arpas of possible  improvements, Pathel. than the  agencyos achieve- 
ments, has been t.he conscious emphasis of OUF study, 

We thus  have been f r ee  t o  t a l k  f rankly  
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To the  exLer,.t. possible ,  we have t? r ied  -t,o Pet A E C ~ S  eqerzelnce 
poin t  out pyoblems t o  uso 
has not always been poss ib le  t o  iden t r fy  unmhtakably ?he spec i f i c  
e f f e c t s  of management weaknesses. 
and o f t en  t o  question, AEC wagemed prac t i ces  which drvwge ?,om 
usual management p rac t i ceso  
and p rac t i ces  repi-esent an accumulation of experience, and it has 
seemed t o  us p r a c t i c a l  r a t h e r  t han  merely aeademfc t o  t e s t  AECQs 
methods aga ins t  them. 

I n  e x d n b g  t h e  experience of AEC xti 

We have not hes i ta ted  t“o ides,t ify,  

Such es tab l i shed  management p r inc ip l e s  

It wYll  be remarked t h a t  o w  u s d  recommendation as t o  a 
pmblem of management i s  one of f u r t h e r  study, ra they t-han of a spe- 
c i f i c  so lu t ion”  This r e f l e c t s  our respect  for  the  coq lex%ty  of t h e  
problems with which we have been concerned, and accords wi th  our con- 
ception of our t a s k  as an  i n q u b y  o r  reconnaissance ra%hep than  a full .  
management surveyu When s p e c i f i c  suggestions ape on occasion set 
fo r th ,  they a r e  intended less  as c l e a r  courses f o r  solution t han  as 
concrete p o s s i b i l i t i e s  of poss ib le  benefit.  t o  responsible officials 
working on these  ~~roblems.  
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AEC CON'I'RACT ADIVIINISTMTION , MANAGENEXT, AND ORGANIZATION 

_ _ - _ - - - - - -  

SECTION 1. 

CONTRACT ADMINISTRATION 

a. Introduct ion 

For the  immediate fu ture ,  we have seen i n  our repor t  on the  f i v e  
questions ra i sed  ty t h e  Jo in t  Committee on Atomic Energy, i t  appears 
that AEC w i l l  cont.inue t o  operate almost e n t i r e l y  through contractors ,  
and t h a t  i n  both operation and construct ion the  cost-type contract  w i l l  
predominate. Under such contracts ,  where t h e  contractor  does not have 
the  p r o f i t  incentl-ve t o  e f f ic iency  and economy of performance, and no 
competitive €ixed p r i ce  e s t ab l i shes  a c e i l i n g  on cost ,  AEC has a special  
i n t e r e s t  and d i r e c t  r e spons ib i l i t y  f o r  holding cos t s  down during per- 
formance of t h e  contract  work. 
cordingly, a t  what, AEC r e s p o n s i b i l i t i e s  a r e  f o r  performance and economy 
of work done, what, supervision and cont ro l  over Contractor a c t i v i t i e s  
a r e  exercised, and what organizat ional  and s t a f f i n g  arrangements a r e  in 
e f fec t  t o  car ry  out these respons ib i l i t , i es .  To t h e  extent  possible,  we 
have t r i e d  t o  observe how r e s p o n s i b i l i t i e s ,  controls ,  and s t a f f i n g  have 
ac tua l ly  worked i n  the  f i e l d ,  and t h e  ex ten t  t o  which they seem t o  need 
strengthening . 

We look i n  the  following sect ions,  ac- 

b. Basic AEC Respons ib i l i t i es  and Achievements 

The basic r e s p o n s i b i l i t i e s  of t h e  Atomic Energy Commission a re  s e t  
in t he  Atomic & e r a  Act of 1946, and a r e  summarized i n  Section l ( b )  
which provides f o r  major programs f o r  research and development, fo r  
production and use of f i s s ionab le  mater ia l ,  f o r  cor,trol and dissemina- 
t i o n  of information, and f o r  adminis t ra t ion,  The Act a l s o  gives the  
Commission spec i f i c  r e s p o n s i b i l i t i e s  regarding grant ing access t o  re- 
s t r i c t e d  data ,  c l a s s i f i ca t ion  of informatAon as r e s t r i c t e d  data ,  and 
ownership of f i sc ionable  mater ia l s ,  

Stated i n  the  most general  terms, then, t he  Commission has the  
overa l l  respons ib i l i ty ,  growing out of the  TTparamount object ive of assur -  
ing  the  common defense and security",  of ma in ta inkg  t h e  U. S, pre-eminence 
i n  nucleay yesearch and i t s  m i l i t a r y  and c i v i l i a n  appl icat ions.  
manner i n  whicr~ t h e  Commission has  discharged t h i s  rezpons ib i l i ty  i s  a 
mattel- of p r i d e ,  
d i f f i c u l t  post-war conditions,  t h e  Commission has  increased production 
of f i s s ionab le  mater ia l s  and weapons many-fold, and has successful ly  
designed, proved,, and stockpiled a v e r s a t i l e  a r r ay  of atomic weapons, 

The 

After taking over t he  Atomic Energy program under 
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I n  t h e  course of t h i s  production increase,  t h e  un i t  c o s t s  of" both uran- 
ium and plutonium have been sharply reduced. 
search and process improvement have l e d  t o  these  cost  reductions,  t o  new 
designs i n  weapons and r eac to r s ,  and t o  a constant strengthening of 
bas ic  science and technology. Successive expansions with t h e i r  vas t  
construction programs have been planned and supervised i n  a way t h a t  has 
made demanding schedules and goals a t t a inab le .  
have been brought .into p a r t i c i p a t i o n  in t h e  program, 

Vigorous programs of re- 

New f i rms  and ind iv idua ls  

I n  r e f e r r i n g  thus b r i e f l y  t o  the  Commissionvs achievements, we hope 
t o  ind ica t e  t h e  s p i r i t  i n  which we now proceed t o  inqui re  i n t o  t h e  ad- 
min i s t r a t ion  of t h e  program. 
stances of f raud  or dis regard  f o r  t h e  proper use of Government funds, we 
have not known nor have we found i n  t h e  pr inc ipa l  AEC staff anything but 
devotion t o  t h e  i n t e r e s t s  of t h e  program. 
aware of t h e  unremitt ing pressures  of t h e  s u c c e s s i o ~  of expansions dur- 
i ng  t h e  pas t  six years ,  of t h e  s t r a i n  they have placed on a new and 
t h f n l y  s t a f f e d  agency, and of t h e  numbers of conscious r i s k s  and improvi- 
s a t ions  t h a t  have y ie lded  such impressive successes, We a r e  aware a l s o  
of t he  fncreasing amount of e f f o r t  now being devoted a t  a l l  l e v e l s  of t h e  
agency t o  bui ld ing  out of t h e  experience of t h e  pas t  yea r s  an organiza- 
t i o n  not dependent, on ind iv idua ls  and unwritten ways of working together,  
and supported i n  f u t u r e  expansions or program changes by a strengthened 
and orderly managerial base. 

We have not known nor have w e  found in- 

On the  o ther  hand, we have been 

A s  we have seen, t h e  execution of t h e  program has  been through con- 
t r a c t o r s  drawn from indus t ry  and from educational and o ther  i n s t i t u t i o n s .  
While execution 01' t h e  work i s  done by contractors,  some of t h e  AEC re- 
s p o n s i b i l i t i e s ,  such as those f o r  clearance of personnel or d e c l a s s i f i -  
cation of informaidion, cannot be delegated t o  cont rac tors  under t h e  Act, 
Furthermore, t h e  Commission as t h e  agency which formulates t he  atomic 
energy program and obtafns funds from t h e  Congress a n n o t  by delegatio11 
t o  i t s  cont rac tors  d i v e s t  i t s e l f  of r e spons ib i l i t y  f o r  t h e  proper ex- 
penditure of t hese  f E d s .  The Commission i s  accountable t o  t h e  Congress 
and t o  t h e  P r e s i d m t  for t h e  progress of t he  program and t h e  expenditure 
0; public funds, 3 r d  has t h e  duty of informing i t s e l f  concerning t h e  
a c t i v i t i e s  of i t s  con t r ac to r s  i n  order t h a t  it may repor t  t o  t h e  Fres i -  
dent and t h e  Congress, s a t i s f y  i t s e l f  as t o  t h e  progress and economy of 
t h e  wol-k, and make dec is ions  and p lans  f o r  t h e  fu tu re  of t h e  program. 
Sleal-ly a proper and well-understood de f in i t i on  of t h e  des i red  r e l a t ion -  
s h i p  between AEC and i t s  con t r ac to r s  i s  e s s e n t i a l  t o  e f f e c t i v e  conduct 
of t h e  program. 

c ,  Present Def in i t ion  of Role of AEC and Contractors 

The Task Force, i n  looking fo r  statements of t h e  Commission pol icy  
on r e l a t i o n s  with i t s  cont rac tors ,  found two c lose ly  similar statements 
i n  public documents: one i n  t h e  Ninth Semiannual Report i s sued  i n  Jan- 
uary, 1951, and the o the r  Tn t h e  Guide for Contractors issued May 1, 
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1952. The statement i n  t h e  Ninth Semiannual Report i s  as follows:: 

The cont rac tor  recognizes t h a t  t h e  AEC i s  responsible under 
t h e  l a w  f o r  t h e  conduct of t h e  atomic energy program, 

The AEC reco jg izes  t h a t  t h e  cont rac tor  i s  an es tab l i shed  
i n d u s t r i a l ,  business,  o r  academic organization with proved 
c a p a b i l i t i e s ,  both t echn ica l  and administrative,  

The cont rac tor  recognizes t h a t  t h e  proper discharge of t h e  
AEC r e s p o n s i b i l i t i e s  under t h e  l a w  r equ i r e s  t h a t  t h e  AEC 
s h a l l  have full access  t o  information concerning t h e  contpae- 
torts p e i f o m m c e  of t h e  cont rac t  work and t h e  power t o  
exerc ise  such con t ro l  and supervislon under t h e  cont rac t  as 
t h e  AEC may f i n d  necessary. 

Both t h e  AEC and t h e  contractor recognize t h a t  t h e  proper d is -  
charge of t h e  contractorws r e s p o n s i b i l i t i e s  fo r  management 
requi res  t h a t  it s h a l l ,  t o  t h e  f u l l e s t  extent compatible with 
t h e  l a w ,  exe rc i se  i t s  i n i t i a t i v e  and ingenuity fn car ry ing  
out t h e  cont rac t  work." 

The Guide €or Contractors does not d i f f e r  s i g n i f i c a n t l y  from t h e  
above p r inc ip l e s  except t h a t  t h e  words 'land t h e  expenditure af publ ic  
f"mds?1 are added t o  a. The addi t ion  of t hese  words does not change t h e  
sense of t h e  statement, but it does r e f l e c t  a growing AEC emphasis on 
t h e  f i s c a l  aspect of t h e  r e s p o n s i b i l i t y  of t h e  agency, and thus  i s  note- 
worthy f o r  our examination of what t h e  AEC s t a f f  considers i t s  responsi- 
b i l i t y  t o  be. 

These p r inc ip l e s  leave  room fo r  consideyable va r i a t ion  i n  t h e  r o l e  
of t h e  AEC f i e l d  s t a f f s  who admmis ter  contracts.  
p r inc ip l e s  might be i n t e r p r e t e d  as meaning "we w i l l  let t h e  cont rac tor  
do what he th inks  bes t  and stand behind him even i f  h e  fa i l s1 ' ;  a t  t h e  
other extl-erne they might be in t e rp re t ed  t o  say "AEC has r e s p o n s i b i l i t y  
f o r  every aspect of t h e  program and the re fo re  w e  must take  p a r t  i n  every 
important day-to-day dec is ion  and observe a l l  d e t a i l s  of t h e  contractorqs 
work?'. Neither extreme rep resen t s  AEC i n t e n t  as we understand it, but 
there  i s  apparently no i n t e r n a l  AEC d i r e c t i v e  which gives guidance t o  
t h e  s t a f f  as t o  t h e  emphasis t o  be placed i n  AEC r e l a t i o n s  with i t s  con- 
t r a c t o r s ,  I n  t h e  absence of a recognized i n t e r n a l  statement, we have 
inquired a t  AEC a rea  and Qperations W f i c e s  as t o  j u s t  what each AEC 
s t a f f  does t o  cont,rol and administer cont rac t  work, and as t o  t h e  
philosophy by whicn key adminis t ra tors  explain what they are doing, 
found a bas ic  pa t t e rn  of con t ro l s ,  but a l s o  a frequent uneert-ainty as 
t o  t h e i r  purpose and how they  were t o  be admjnistered. 
we assume an uridei~standing of t h e  geners l  AEC me thd  of cont rac t  ad- 
ministration, which i s  w e l l  described m t h e  public documents j u s t  re- 
f e r r e d  to.  
mater ia l  prepared f o r  t h e  Task Force by t h e  f i e l d  t h e  p r i n c i p a l  areas 
and occasions where decision i s  yeserved t o  AEC and t h e  pl-incipal o the r  
means by which AE2 r e s p o n s i b i l i t i e s  are exercised. 

A t  one extreme, these  

W e  

I n  what follows 

Without repea t ing  in  d e t a i l ,  we will i d e n t i f y  from t h e  

P- DOE ARCHIVES 



In  speaking of" AEC "control and supervision" of contractors ,  t he re  

Opera- 
i s  intended no implicat ion t h a t  t h e  role  of U C ' s  cont rac tors  i s  t h a t  
of an agent carrying out t he  Commissionas d i r ec t ions  and plans.  
t i ng ,  research, andL engineering cont rac tors  have a principal share not 
only in execution but i n  conception and shaping of programs. 

0 f i e l d  of atqg3ic weapons, A E C  looks t o  t h e  Los Abamos S c i e n t i f i c  
Laboratory and not  t o  i t s  own s t a f f  t o  conceive, design, and tes t  new 

@weapons models; i n  t h e  f i e l d  of yeactor_s it looks t o  t h e  Ar-e 
Q National Laboratory a d  othzy groups ; i n  t h e  f tela of productLon 

I n  t h e  

techniques and process development, t o  Carbide, General E lec t r i c ,  and 
others .  
f o r  t h e  atomic enel-gy progpam and tvhe role of t h e  AEX staff in assuring 
the  conduct sf t h e  program ape not incons is ten t  with continued con- 
tpac tor  i n i t i a t i v e ,  and a r e  e s s e n t i a l  i f  dupl icat ion of funct ions and 
staff are t o  contiiiue t o  be avoided, 

7 Careful. d e f i n i t i o n  and emphasis of AEC*s basic  r e spons ib i l i t y  

d. Contracts as a Basis f o r  Supervision 

A E C  cont rac ts  cover a v a r i e t y  of types of production, researcn and 
development, and cons tmct ion  and a r c h i t e c t - e n g b e e r  work; they are 
wr i t ten  with f i rms of d i f f e r i n g  s i z e s  and from d i f f e r e n t  indus t r ies ,  
and with u n i v e r s i t i e s  and other  non-profit  organizations.  Because of 
these d i f fe rences  and the  give-and-take na ture  of t h e  negot ia t ive  process 
i t s e l f ,  va r i a t ion  i n  contract  pmvis ions  i s  t,o be expected, A t  t h e  same 
time, there  S;_hsz13d be a bas ic  * k i f o m i t y  t o  the  extent  t h a t  t h e  %gency*s 
methods of a u m o n  and 0- on require  a cont rac tua l  bas,is f o r  
appl icat ion t o  eac.h separate  project , ,  

Since t h e  b a s i s  f o r  A E C ' s  discharge <sf i t s  r e s p o n s i b i l i t i e s  and €or  
supervision of expenditures and con t ro l  of t he  work r e s t s  i n  the  auth- 
o r i t y  reserved t o  AEC i n  t h e  eont rac t ,  t h e  Task Force h a s  had 38* a c t i v e  
majoy prime; cos t - type  cont rac ts  examined w i t h  p a r t i c u l a r  reference t o  
provisions fo r  AEC cont ro l  over vayious aspects  of t h e  con t r ac to r f s  
performance. Thc r e s u l t a n t  char t s ,  together  w i t h  an index and key, con- 
s t i t u t e  an appendx t o  t h i s  r epor t ,  

These cha r t s  d i sc lose  a wide range of va r i a t ions  msng  control  
provisions in t h e  d i f f e m n t  con tmc t s ,  For example, the  clauses  re- 
garding extenti of t h e  work i n  twenty operat ing c o n t r a c t s  far-. production 
and research fac i .L i t ies  var ied  as follows: 12 provided t h a t  t he  ex ten t  
of work t o  be performed was subject  t o  agreement, 3 gave A E C  au tho r i ty  
t o  2eqvire performance of work subjec t  only t o  t h e  conr rac to r f s  judgment 
6s  t o  technica l  and sa fe ty  limits, a i d  5 gave AEC au tho r i ty  t o  prescr ibe 
t h e  work t o  be done. 
(1) The contract  for Sandia Laboratory provides t h a t  "Sandia Corporation 

This range i s  i l l u s t r a t e d  by two extreme cases: 

-&One of these  i s  t h e  cont rac t  between S i l a s  Mason Company and the  
Department of t he  A m y  for operat ion of Pro jec t  Sugar. 
AEC-owned f a c i l i t y  but t h e  cont rac t  f s  administered for AEC by A m y  
Ordnence 

This i s  an 



w i l l  operate t h e  Sandla pro jec t ,  per formkg such work as from time t o  
time s h a l l  be agreed upon by t h e  Commission and Sandia Corporationt1; 
and (2) 
pany provides t h a t  t he  Itexact nature  and ex ten t  of t h e  work - . a t  
any time and €rom Lime t o  time, including t h e  designation of, and 
technica l  spec i f i ca t ions  fo r ,  i t e m s  to be produced and/or fabr icated,  
s h a l l  be within t h e  d i sc re t ion  of t h e  cont rac t ing  office." 
t r a c t o r  appears no't t o  be meeting schedules, 3 cont rac ts  give AEC t h e  
unqualified r i g h t  Lo d i r e c t  such remedial ac t ion  as it sees  f i t ;  8 
give AEC t h e  r i g h t  to d i r e c t  t h e  cont rac tor  t o  extend hours of work; 
2 provide t h a t  AEC may c a l l  t h e  matter t o  t h e  contractoras  a t t en t ion  
f o r  such ac t ion  as the  l a t t e r  sees  f i t ;  and 21, have no spec i f i c  pro- 
vts ion.  

t he  feed niaterfals  production cont rac t  with National Lead Corn- 

I f  t h e  con- 

The AEC r i g h t  of cont ro l  over cont rac tor  designation of key per- 
sonnel a l s o  v a r i e s  widely, 
vat ion of AEC au thor i ty ;  i n  2, AEC has control  only over t h e  pro jec t  
head; rn 23 AEC has  some control  over more than the  pro jec t  head -- 
ovw ce r t a in  spec i f ied  pos i t ions  i n  3 cases,  over salaries above a 
spec i f ied  figul-e (ranging f r o n  $6,000 t o  $12,000) i n  6 cases, and over 
both s a l a r i e s  and pos i t ions  in 14 cases ,  

I n  12  con t r ac t s  t h e r e  is no spec i f ic  reser- 

Vir tua l ly  all. cont rac ts  provide f o r  Commission au thor i ty  in t h e  
f i e l d s  of s a fe ty  and secu r i ty  s tandards and f o ~  t h e  r i g h t  t o  inspect  
t h e  work and recorda and requi re  repor t s .  A s  t h e  appendix shows, o ther  
adn ;h i s t r a t ive  pmvis ions  vary considerably. With I-egard t o  the  AEC 
p i & t  t o  f m i s k  nnaterials, equipment, e t c , ,  f o r  example, 14 cont rac ts  
give AEC e x p l i c i t  r i gh t s ,  L!t give AEC a r i g h t  qua l i f i ed  by contractor  
option t o  r e j e c t  m d e r  spec i f ied  circumstances, 8 have an ind i r ec t  o r  
implied AEC r i g h t  and 1 has  nc provision. 

I n  view of" the importance sf con t inu i ty  of operations,  a few of 
t h e  major contrae-ts were examined separa te ly  as  t o  contractor  Fights  of 
termination: 

Sandia Labomtory 
Los Aiamos Laboratory 
Hanf ord 
Feed Nater ia l s  Production Center 
Oak Ridge 
Fro Jec t  Royal 

120 days not ice  
120 days not ice  
1 years  not ice  
270 days not ice  
6 months notfce 
6 months not ice ;  but only 

a f t e r  f a i l u r e  t o  agree 
upon estimated cost  or  
f e e  f o r  a given year 

No s t a t e d  r i g h t  of t e rmha-  
t i o n ;  but t h e  scope 
requi res  agreement from 
time t o  time on programs 

The s t r i c t  i n t e r p r e t a t i o n  of contract, terms i s  not always t h e  b a s i s  
f o r  t he  relation:; of t h e  Cornissfon and i t s  contractors ,  of course, but 
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i n  po in t s  of contro'versy t h e  contractor  does have t h e  r i g h t  t c ~  hold t o  
t h e  limits of' h i s  cont rac tua l  obl igat ions.  
AEC supplement c l e a r  de f in i t i on  and agency-wide understanding of t he  
degree of r e spons ib i l i t y  and control  expected from its contract  ad- 
min i s t r a to r s ,  with a cont rac tua l  basis f o r  exerc ise  of these  responsi- 
b i l i t i e s .  Otherwise d i f f i c u l t  problems e i t h e r  of exceptions, of con- 
t r a c t  modification, o r  of negot ia t ion of working arrangements outs ide 
t h e  cont rac t  will subsequently burden t h e  cont rac t  adminis t ra tors .  For 
example, it took a year  t o  persuade t h e  contractor ,  Cal i forn ia  Research 
and Development, to i n s t a l l  an i n t e r n a l  aud i t  system; and U C I U  s t i l l  
has  not  done so. 
importance of negot ia t ion of t he  basic  cont rac t  has commented: 

It i s  thus  important t h a t  

The Chicago Operations Off ice  i n  emphasizing t h e  

"The process of negot ia t ion of t h i s  type of eontract  i s  important 
in obtaining good adminis t ra t ion and cont ro l  of cost .  I n  some 
cases a contract  i s  v i r t u a l l y  ?administered% during i t s  negotia- 
t ion. 

A s  a matter of sound r e l a t i o n s  also, it is c l e a r l y  des i r ab le  t h a t  the 
cont rac tor  know at  t h e  outse t  what A.EC expects of him and reserves  t o  
it s e l f  

While absolute  uniformity i n  cont rac t  provis ions i s  ne i the r  de- 

Contracts 
s i r a b l e  nor obtainable,  va r i a t ions  appear t o  be grea te r  than i s  required 
by d i f fe rences  i n  the  work or o t h w  necessary conditfons. 
vary between OperatioEs Off ices ,  a lso.  The explanation f o r  these  
va r i a t ions  i s  in good p a r t  t h e  absence of codi f ica t ion  of AEC contract  
po l i cy  (except f o r  construction and architect-engineep work) t o  guide 
AEC negot ia tors ,  and t h e  lack  un t i l  t h e  pas t  year of systematic cen t r a l  
review of contracts .  The Procurement Manual now i n  preparat ion should 
i n  p a r t  meet t he  need f o r  codi f ica t ion  of cont rac t  policy.  
t o  seek g rea t e r  uniformity rn i t s  cont rac t  adminis t ra t ion,  review of 
pr inc ipa l  contracts  ana operat ions appears necessary t o  determine what 
cont rac t  provisions w i l l  give an adequate bas i s  f o r  effectPve control  
of t h e  work. AEC should have au thor i ty  t o  e s t a b l i s h  the  scope of work 
and t o  d i r e c t  and check t h e  cont rac tor rs  performance t o  t h e  extent  
necessary t o  assure t h a t  It conforms t o  s t a t u t o r y  requirements and w i l l  
meet appl icable  standards and schedules, Also des i r ab le  would be pro- 
v i s ion  for a considerable elapsed tune before  contractor  no t ice  of 
termination can be e f fec t ive ,  and AEC approval of a t  l e a s t  t h e  project  
manager and preferably other  key personnel. 

I f  AEC i s  

The importance Q €  t h e  se lec t ion  of cont rac tors  has a l ready been 
emphasized. Here it w i l l  only be added, as a reservat ion t o  the  s ta te -  
ment of pyinciples  quoted from t h e  Ninth Semiannual Report, That t he  
problems of contract  adminis t ra t ion by no means are ended when a con- 
t r a c t o r  of high t echn ica l  or i n d u s t r i a l  competence has  been selected.  
A un ive r s i ty  OP f i rm with t h e  highly spec ia l ized  s k i l l s  sought by AEC 
does not necessar i ly  accompany these  with a l l  needed managerial and 
adminis t ra t ive s k i l l s  OF with f a m i l i a r i t y  with Government prac t ices .  
Furtne,more, even though a contractor  may possess high technical. 
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competence, t h e  unique problems i n  atomic energy r equ i r e  applicationc of 
t hese  s k i l l s  t o  unusual s i t ua t ions  which w i l l  be a challenge t o  t h e  cbn- 
t r a c t o r  and requi re  him t o  go through a period of organizat ion and re- 
adjustment. Both jn operations and construction, t h e  Commission has had 
experience with f i lms  o r  i n s t i t u t i o n s  of t he  h ighes t  reputa t ion  and ex- 
perience who have had a d i f f i c u l t  i n i t i a l  period organizing at  a new s i t e  
and working i n t o  t h e  atomic energy f i e l d .  
such cont rac ts  has a corresponding addi t iona l  burden of a s s i s t i n g  and 
even teaching t h e  contractor  during j u s t  t h a t  per iod when t h e  demands 
on t h e  AEC s t a f f  for planning and coordinating t h e  p ro jec t  a r e  a l s o  
heaviest .  

The AEC staff administering 

e Administration of Con-Lract s 

Most major AEC cont rac ts  a r e  signed by one of t h e  managers of 
operat ions and assigned by him t o  one of h i s  s t a f f  as cont rac t  adminis- 
t ra tor .+  The contract  Administrator may be an area manager or he may 
be a member of t he  operations o f f i c e  s t a f f .  
t o  have a f u l l  s t a f f  of h i s  Q W ~  of s p e c i a l i s t s  i n  t h e  var ious f i e l d s  i n  
which t h e  c o n t r a c t o r f s  work i s  given survei l lance.  
Operations Office,  f o r  example, t h e  contract  adminis t ra tors  for con- 
t r a c t s  w i t h  t h e  Cal i fornia  Research and Development Company o r  t h e  
University of California  Radiation Laboratory have no separa te  s t a f f  but 
r a t h e r  c a l l  on t h e  finance, secur i ty ,  and other  s taff  d iv i s ions  f o r  
ass i s tance  as needed, A smilax= s i tua t ion  exists f o r  t h e  cont rac ts  
handled by contract  adminis t ra tors  of t he  Santa Fe, Chicago, and Oak 
Ridge Operations Off ices ,  Where area managers adminis ter  contracts ,  they 
a r e  aided by some s p e c i a l i s t s .  For example, t h e  Sandia, Kansas City, and 
Rocky F l a t s  managers have secu r i ty  and adminis t ra t ive serv ices  s t a f f s ,  but 
they do not  have finance or l e g a l  s t a f f s ;  the P i t t sburgh  and Lockland 
managers have f k a n c e  s t a f f s ,  
p r a c t i c a l  one t h a t  where f i i l l  %ime serv ices  a r e  required by t h e  work load, 
they a r e  loca ted  at the  s i t e  of the  work 

I n  e i t h e r  case he i s  unl ikely 

A t  t h e  Sari Francisco 

The pr-.inciple nominally followed i s  the  

The p r inc ip l e  on which contract  admmis t ra tors  funct ion is summarized 
as €allows by t h e  Oak Ridge Operat5ons Office;  t h e  statement i s  generally 
representat ive,  though t h e  adminis t ra tor  need not be a technica l  man 
himself i f  t e c h n i c d  s t a f f  help i s  ava i lab le ,  

"(he i s )  usual ly  an operat ing o f f i c i a l  t echn ica l ly  competent i n  
the  predominant type of work being car r ied  out  under t h e  contract ,  
The major ob jec t ive  i n  sucn assignments i s  t o  s e l e c t  a technician 
who speaks arid understands t h e  language of t h e  cont rac tor  and who is 
i n  a pos i t ion  t o  appreciate  t he  problems as  w e l l  as t o  be on guard 
t o  secure ma:cLmum advantage f o r  t he  Government. 
provide i n t e l l i g e n t  liaison and ass i s tance  and ac t  as a competent 

He must be able  t o  

Y- The Task Force d i d  not f i n d  anywhel-e in AEC a complete list of AEC 
employees delegated authorf ty  t o  sign or  administer contracts .  
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judge of t h e  contractores  program accomplishments,..From t h e  
st,andpoint of t h e  contractor t h e  AEC contract  adminis t ra tor  
serves  as a l i t t l e  AEC.. . 
While t h e  concept i s  generally t h a t  r e f l ec t ed  b t h e  above quota- 

For example, ac t ions  on 
t i o n  ---!la l i t t l e  AEC"---, t he  cont rac t  adminis t ra tor  i s  r a r e l y  in a 
pos i t ion  t o  speak fo r  AEC on major decisions.  
procurements or subcontracts above a l i m i t  of $100,000 must be re fer red  
by most area managers t o  t h e i r  respec t ive  operations o f f i ces .  
F l a t s  manager i s  not  responsible f o r  q u a l i t y  assurance o r  t echn ica l  in- 
spect ion of t h e  product of t h e  cont rac tor ;  r a the r  t hese  respons ib i l i -  
t i e s  belong t o  Los Alamos S c i e n t i f i c  Laboz-atory. 
sponsible f o r  scheduling of t h e  contractorvs  work, which i s  done by 
Santa Fe Operations Off ice  by d i r e c t  dea l ing  with t h e  contractor ,  ra ther  
than with t h e  manager. F ie ld  o r  area managers usua l ly  handle secur i ty  
clearance and construct ion matters  f o r  t h e i r  cont rac ts ;  but  t h e  San 
Francisco cont rac t  adminis t ra tors  do not  have au tho r i ty  over these  as- 
pec ts  of t h e i r  contractors8 work, 

The Rocky 

He 3s a l s o  not  re- 

The matters on which t h e  contract  adminis t ra tor  i s  general ly  re- 
quired t o  t ake  ac t ion  are l i s t e d  i n  more d e t a i l  i n  t h e  following sect-  
ions with comments as t o  the  p u q o s e s  which w e  found t h e  AEC adminis- 
t p a t o r s  t o  have i n  mind in making t h e i r  decis ions and t h e  sorts of 
people who were performing the  work, While the  basic  r e spons ib i l i t y  of 
managers and t h e i r  representa t ives  i s  deflned i n  organizat ion b u l l e t i n s  
as " to  administer contractst1,  we found l i t t l e  agreement on what it means 
t o  'radministerrf a contract , ,  

f .  The Standayd F a t t e r n  of Controls over Performance and Cost of 
Contractors s F e e  

This sec t ion  l i s t s  b r i e f ly ,  and without ana lys i s  o r  c r i t i c i sm,  the 
p r inc ipa l  control:; and techniques ir, use a t  v i r t u a l l y  every AEC of f ice ,  
usual ly  based on GM Bulletins, 
follows i n  subsequent sections.  

General evaluation of t hese  controls  

The primary instruments for  determining and con t ro l l i ng  t h e  con- 
t r a c t o r f s  work a r e  the  program assumptions whlch are t h e  bas i s  for 
p4apinhg9 t h e  budget submissions, t h e  approved f i n a n c i a l  plans,  ana 
d i r e c t i v e s  authorizfng spec i f i c  pro jec ts .  
t h a t  t h e  cont rac tor  adheres t o  es tab l i shed  programs i s  exercised khrough 
such d e n e e s  as monthly cost  reports ,  regular  progress ~ e p o r t s ,  con- 
ferences with the  contractor,  review and observation of t h e  work by AEC 
engineers and o ther  s p e c i a l i s t s ,  inspection of f i n i shed  products, and 
aud i t s  . 

Continuing cont ro l  t o  assure  

The AEC budget i s  not only t h e  vehicle  f o r  obtaining funds from 
Congr-ess f o r  t h e  AEC program, bu t  it i s  a l so  t h e  chief instrument fn de- 
i i n i n g  and con t ro l l i ng  the program, Wnen the budget has  been approved, 



f i n a n c i a l  plans based on ac tua l  appropriat icns  a r e  issued by Washington 
and in t u r n  by Operations Qff ices ,  set t" ing cost  l i m i t a t i o n s  by program 
and giving spec i f i c  authorizat ion t o  contractors  f o r  each a c t i v i t y  and 
category. 
pared monthly with cont rac tor  cost  and progress r epor t s  t o  de t ec t  b- 
c ip ien t  over-runs or other  s ign i f icant  divergences. 
cos t  r epor t s  i s  thus  an important r e spons ib i l i t y  of BEG management and 
t echn ica l  personnel as wel l  as the  f i n a n c i a l  s t a f f .  
views are held i n  order  t o  re-appraise f i s c a l  planning aga ins t  a c t u a l  
progress and make any necessary revis ions.  

These au thor iza t ions  serve as cost ce i l i ngs  and a r e  com- 

Review of" cont rac tor  

Mid-year budget re- 

For some minor production or  coristructZon a c t i v i t i e s  inc lus ion  i n  
an approved budget and f i n a n c i a l  plan i s  su f f i c fen t  authorizat ion.  
major production, constpuction, and  engineering a c t i v i t i e s ,  however, 
spec i f i c  authorixat,ion by d i r ec t ive  i s  require<. 
Operations Offices,, fo r  example, i s sue  production schedules t o  t h e i r  
major operating cont rac tors  which a r e  keyed t o  the  f i n a n c i a l  plan. 
Major process deve:Lopments alae included in approved f i n a n c i a l  p lans  but 
a r e  given s p e c i f i c  authorizat ion a f t e r  carefu l  ana lys i s ,  
cost ing over $20,000 and engineeying studies estimated t o  cost over 
$2,000 must by Cormnission-wide policy ( G I W O N - 5 )  be authorized by 
spec i f i c  d i r ec t ive ;  any pro jec t ,  regardless  of cos t ,  must be spec i f i -  
c a l l y  authorized i f  it r equ i r e s  modification of e x i s t , k g  AEC policy.  

For 

Santa Fe and Oak Ridge 

Construction 

AEC review and cont ro l  of engineeying ana construct ion i s  uniform 
and close.  
and approved by AEC. 
p a r t i c u l a r l y  where scarce mater ia l s  a r e  involved, a l s o  r equ i r e  an AEC 
decision. General drawings and spec i f ica t ions ,  as well  as important, 
changes i n  p lans  and spec i f ica t ions ,  must be approved by AEC, The 
progress of construct ion i s  observed regular ly  by engineers from the  f i e l d  
construct ion o f f i c e  and i n  addi t ion 1 s  inspected regular ly  b u t  l e s s  
f requent ly  by pro;ect engineers from t h e  AEC Washington o f f i c e ,  
p a r t i c i p a t e s  i n  a1.l f i n a l  inspect ions and accepts  completed work i n  
wl-itmg, Construction accounts have been developed t o  affor-d close con- 
t r o l  over construct ion c o s t s  and a re  reviewed a d  in t e rp re t ed  pmmptly 
and regular ly  to h s u r e  t h a t  schedu2F.s a r e  being met arid t h a t  c o s t s  are 
being held witnin approved leve ls .  

Preliminary engineering and process flow snee ts  a r e  analyzed 
Types of" construction mater ia l s  t o  be used, 

AEC 

S q e r v i s i o n  and control  of research and development vary with t h e  
size and na ture  of t h e  pro jec t ,  but conform general ly  t o  %he pa t t e rn  of 
budget control ,  inspect ion v i s i t s ,  and review of repor t s  and records.  

Because of t h e  c ruc ia l  place of t h e  budget and approved f i n a n c i a l  
plan i l z  t he  AEC cont ro l  system, the f i n a n c i a l  accounts and Peports a r e  
keye2 c lose ly  t o  the budget, Fund accounting and control  procedupes 
a s su re  t h a t  ob jec t ives  and expenditures for any given period do not  
exceed al lotments  authorized under spec i f ic  appropriations.  The ac-  
counts of major cost-type contractors  a r e  f u l l y  in tegra ted  with t h e  ac- 
counts kept by t h e  AEC Bperations Wfice  and dupl.ication between AEC 
and contractor  accounts i s  thus avoided, with a l l  d e t a i l  records kept by 
t h e  c o n t y x c t s r ,  The AEC budget and f inanc ia l  repor t s  system thus  provides 



t h e  means f o r  detei-mining t h a t  adequate funds a r e  ava i lab le  t o  f inance  
approved programs, t h e  means €or appyovmg i n  advance t h e  cont rac torss  
programs f o r  t h e  e n s u h g  f i s c a l  year, and a means of measurfng a c t u a l  
performance aga ins t  approved programs, Reports going forward from each 
echelon present  i n  progressively summarized form t h e  key information on 
the  agency's f i s c a l  pos i t ion .  

During t h e  current  f i s c a l  year  an agency-wide u n i t  cos t  accounting 
system i s  being i n s t a l l e d  which makes a start toward providing compre- 
hensive cos t  information f o r  management i n  analyzing ef f ic iency  and 
measuring progress of t h e  work. 

The balance sheet,  opera t ing  accounts, books and records, arid 
f i n a n c i a l  t r ansac t ions  of a l l  in tegra ted  cost-type cont rac tors  are veyi- 
f i e d  pe r iod ica l ly  by on-si te  aud i t s ,  
method and are conducted genera l ly  i n  accordance with accepted aud i t ing  
standards. 
the  contractor  i s  an e s s e n t i a l  pa r t  of t h e  AEC comprehensive aud i t ,  
scope of t h e  comprehensive aud i t  i s  cur ren t ly  being broadened to encom- 
pass business p rac t i ces  and t o  emphasize the  i n s t i t u t i o n  and adherence 
t o  required cont ro l  procedures i n  geneyal adminis t ra t ion and business  
prac t ices ,  
portant instrument, of genera l  management. as wel l  as f i n a n c i a l  control .  

These a u d i t s  use a t e s t  check 

A c r i t 5 c a l  survey of i n t e r n a l  f i s c a l  cont ro l  exercised by 
The 

Tne audi t  i s  t h u s  intended t o  cons t i t u t e  an i l c r eas fng ly  k- 

Contractors sometunes aud i t  the?? cwn cost-type purchase orders ,  
subject t o  flinal review and approval by AEC; i n  other  cases t h e  aud i t  i s  
done by AEC. 

Lmits a r e  set, usua l ly  by terms of t h e  contract ,  t o  t he  ind iv idua l  
procurements that a contractop may make wxthout t h e  p r i o r  approval of 
AEC, 
t a i l e d  wr i t t en  purchasing procedures f o r  formal AEC approval. These 
pr-ocedures a r e  r q u i r e d  t o  fol low the  p r inc ip l e s  out l ined i n  t h e  AEC 
Procurement Pol icy Guide. Adherence to these procedures i s  secured by 
review of t h e  f i l e  on ind iv idua l  act ions submitted fo r  approval, by 
periodic inspect ion,  and by examination of the e n t i r e  volume of purchase 
orders on a sample bas i s ,  

I n  additTon, eacn cost-type coc t rac tor  i s  required t o  prepare de-- 

Other cont rac tor  a c t i v i t i e s  under AEC control  include secur i ty ,  wages 
and s a l a r i e s ,  and safety.  The basic  approach i s  t h e  establishment of 
wri t ten procedures, standards,  and sca les  approved by AEC, t he  submission 
of cnanges for  review by AEC, and the  per iodic  fnspect ion of cont rac tor  
prac t ices  t o  v e r i f y  conformance w i t h  standards and procedures. 
matters,  such as overtime, key persorinel, and f rmge benef i t s ,  requi re  
spezif i c  AEC approval. 

Some 
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g, E f fec t ivmess  of Controls 

The pa t te rn  of con t ro l s  out l ined above serves t o  guard agafnst  d ivm-  
sion of Government, funds and t o  p ro tec t  Government property,  and gives 
AEC a voice i n  major commitments of noney or  i n  decis ions as t o  propam 
a c t i v i t i e s  which w i l l  l e ad  t o  monetary expense. These con t ro l s  ape a t  
bes t  t h e  machinery, howeTrer, which gives  AEC and i t s  adn in i s t r a to r s  t h e  
opportunity t o  pla;y an e f f e c t i v e  part  i n  the  operations of contractors ,  
The real  t e s t  of t h e  apparatus for control  and supervision and of i t s  
s u i t a b i l i t y  f n  a c t u a l  use comes i n  i t s  r e s u l t s ,  whether i n  accunulation 
of masses of rout ine  paper wox-k or  in s t ead  in t he  encouraging, assist- 
ing9 and d i r e c t i n g  of cont rac tors  i n  achieving program goals  economically 
and e f f i c i e n t l y  arid i n  assurance t o  AEC t h a t  goals w f l l  be met. 

The mceess  of AEC adminis t ra t ion of contracts  depends on many 
fac tors ,  k c l u d m g  t h e  competence ad. cooperativeness of t h e  contractor  
and the  adequacy of t h e  cont rac t  provisions,  The f a c t o r s  whfch we will 
discuss here are: 

(1) The s p i r i t  i n  which t h e  Operations Off ice  exerc ises  the 
Unless the re  i s  understanding of t h e i ?  proper required contr.ols, 

purpose and use, they may do l i t t l e  more than add t o  t h e  t o t a l  
cost  of t he  prcgram and t o  t h e  number of Government persormel, 
a n d  may hinder t h e  cont rac tor  kather  than h5lp in tk:e execution of 
t h e  work, 

(2) lkphas5.s on 'mowledge ar,d evaluation of cont rac tor  per- 
f ormanee * 

(31 Caliber of AEC personnel, 

( 4 )  The AEC management framework. 

(1) S p i r i t  7% Tdh:&Controls a r e  Ekercised - 
of Contract _I- 1 l d n ; n i a t r a . t ~ ~  

Field Off ice  Philosophies - 

A s  a confirmit ion of t h e  Task Force discussions with AEC managers 
ZCG f i e l d  s t a f f s ,  we asked for  staterlent3 of the  Fhiiosophy a c c o r d k g  t o  
which t h e  various offices administered t h e i r  pr incipal  contracts .  A 
few excerpts from t h e s e  statemer;ts show t h e  range i n  f i e l d  a t t i t u d e s .  
For example, Oak Hiage s t a t e d  m p a r t .  

"The approacn taken tcward..,%clminlstration i s  conditioned from the  
outse t  by the  knowledge t h a t  t h e  contractor has been se lec ted  f o r  
h i s  superior competence and t h e  AEC i s  contract ing w i t h  him not  
only fo r  technica l  s e rv i ces  but for managerial se rv ices  as well,> 
The degree of coDpetence secured v a r i e s  among cont rac tors ;  t h e  
degree of supervision i s  varied accordingly,,,Emphasis is placed on 
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p o s i t i v e  a s s i s t ance  r a t h e r  than negative a c t s  of cont ro l  E .An 
impoytant p a r t  of t h e  job i s  t o  determine when a s s i s t a c e  and 
guidance a r e  needed. 
informal contac ts  with the  contractor  and i n  p a r t  through t h e  re- 
view o€ information received as a r e s u l t  of formal repor t ing  re- 
quirements and o ther  controls, , ,As one method of evaluation, t he  
cos t s  rece ive  very in tens ive  study and a cons tan t ly  d i l i g e n t  
e f f o r t  i s  dircected toward econo my... Although h i s  d e t a i l e d  opera- 
t i o n s  a r e  spot-checked as a safe-guard t o  insure  consistency 
with approved policy,  it i s  not f e l t  necessary t o  look over t h e  
contractoros  shoulder constant ly  t o  assure conpliance.?? 

This i s  accompiished i n  part, through frequent 

Comments from Santa Fe Operations Office include t h e  following re- 
marks : 

"SFOO adheres t o  t h e  philosophy t h a t ,  having assigped prime 
respons ib i l5 tg  f o r  development and production t o  t h e  prime con- 
t r a c t o r s ,  it should not i n t e r€e re  with t h e  performance of those 
cont rac tors  except t o  the  extent  required by Paw or by Commission 
d i r e c t  ive. ,  .AEC exe r t s  program control 
e f f o r t  t o  coratrol t he  t ichniques of processing nuclear  mater ia l  
i n  t h e  SFOO operations,  s ince the  contractor  has  t h e  r e q u i s i t e  
knowledge and SFOO has not been s t a f f ed  d t h  t h i s  t echn ica l  pe r -  
sonnel *'? 

but purposely avoids any 

The views of t h e  New York Operations Off ice  r e f l e e t  a r a t h e r  d i f f e r -  
ent approach: 

'We be l ieve  t h a t  AEC i s  t ry ing  t o  do i t s  job w i t h  t o o  few techni- 
c a l l y  qualif:Led contract  adminis t ra tors  on i t s  own staff"..,On 
production 01" construction contracts, . .a constant c r i t i c a l  ana lys i s  
of performance i s  e s sen t i a l .  It appears t o  NYOO t h a t  t h e  AEC has  
over-emphasi:r,ed control. a d  audi t  of adminis t ra t ive matters in 
corrtyactor operation as devices €or ensuring good cont rac tor  per- 
formance. Procurement, pl-operty management, subcontracting, per- 
sonnel and  f inance  surveys and approvals a r e  required almost 
ad nauseam by Washington d i r ec t ive ,  
nothing i s  prescr ibed by Washington f o r  judging cont rac tor  per- 
f ormance '?? 

On the  o the r  hand l i t t l e  or  

The Chicago Operations Off ice  s t a t e s  t h a t  it has followed a middle 
cowse between t h e  two extremes of r i g i d  regulat ion on t h e  one hand and 
v i r t u a l  grant- in-aid on the  otner ;  it terms t h i s  middle course t h e  
cooperative and negot ia t ive,  or t h e  ? 'pract ical  or common sense" approach, 
With regard t o  cont rac t  administration, Chicago s t a t e s :  

"Smce t h e  emphasis i s  on cooperation in g e t t i n g  a job done in which 
prjmary r=esponsibilit.y f o r  performance i s  placed on t h e  contractor ,  
t h e  m a i n  r o l e  of t h e  Com-fssion 5s one of education and a s s i s t ance  
i n  improvfng a d m b i s t r a t i o n  t-o getL and u l t imate ly  exceed mfnhum 
standards i n  t h e  expenditure of publ ic  funds,..In f u l f i l l i n g  the  

- ilk - 

DOE ARCHIVES 
l i G C i b Z l S  



basic  requirement of contracLor. compliance w i t h  rninlmiun AEC 
standards, t h e  o f f i c e  i s  g i v h g  increasing emphasis t o  t.he survey 
and spot-check methods of c v a l u a t x g  performance, 
formation gained in such checks and surveys i s  valuable in t h e  
pos i t i ve  r o l e  of general  improvement of contractor  adminfstration 
discussed above, t h e  work and approach must be c lose ly  t i e d  in 
with achieving c rea t ive  resul ts ."  

S i n c e  t he  in-- 

These varying a t t i t u d e s  r e f l e c t  t o  some extent  t h e  vapying s i tua-  
t i o n s  Pn AEC f i e l d  o f f i ces .  To t h e  ex ten t  t h a t  t he  AEC staffs are 
working with es tab i i shed  contractors ,  whose performance i s  a t t e s t e d  by 
a record of acnievement, t h e  r e l i ance  on a r e l a t ionsh ip  of cooperation 
and confidence supported by regular check of operations and of per- 
formance r epor t s  w i l l  give AEC basic  assurance t h a t  t h e  job w i l l  be 
ca r r i ed  out. 
of supervision will vary. 
t h e  program 
and bas ic  technica l  or manageEent metk:ods w i l l  be required,  as w i l l  a 
c lose r  check on t h e  q u a l i t y  of cont rac tor  work, 
yet agam when emergency programs, perhsps requi r ing  v i r t u a l l y  simul- 
taneous development and i n i t i a l  production runs, must be ca r r i ed  out t o  
extremely t i g h t  schedules. This s i t u a t i o n  has ex is ted  i n  many pal-ts of 
t h e  Santa Fe program and has been the j u s t i f i c a t i o n  of t h e  d i r e c t  
r e spons ib i l i t y  given such cont rac tors  as the  Los Alamos S c i e n t i f i c  
Laboratory m d  t h e  Sandia Corporation f o r  tne t echnica l  aspec ts  of t h e  
program; time does not permit Layers of approval or t;ime-consr&g pro- 
gram reviews, AEC should, however, appraise  the  progress of* such 
responsible cont rac tors  by more than t h e  f i n a l  results o r  by w r i t t e n  
repor t s ;  we note  t h a t  t h e  Division of Ftl i tary Application holds t h e  
view, with regard t o  t h e  remarks quoted above from Santa Fe, t ha t :  

We thus  agree w i t h  Oek Ridge and Chicago t h a t  t h e  degree 

g rea t e r  a s s i s t ance  i r i  working out administ .rative procedures 
Where new cont rac tors  are being brought, into 

The s i t u a t i o n  diffel-s 

"This o f f i c e  be l ieves  t h a t  the  SFOO technical  staff should be 
adequate t o  c m t r o l  and properly evaluate  i t s  programs. One can- 
not assume t t a t  a l l  SFOO cont rac tors  have equivalent competencies 
in opera tmg  and mar,age,nent fields. 
AEC personnel- depends upon t h e  extent  t o  which SFOO o r  any 
Operations Off ice  must supplemem i d e n t i f i a b l e  contractor  weak- 
ness  or avoid dupl ica t ion  m. a reas  of contractor  strength.11 

J u s t i f i c a t i o n  of numbers of 

The Task Force be l ieves  t h a t  it i s  sound pol icy  t o  expect t h e  c.on- 
t r a c t o r  t o  t ake  t h e  i n i t i a t i v e  i n  working out and executing programs i n  
the  f i e l d  f o r  which he i s  h i red ,  but we a l s o  consider it e s s e n t i a l  t h a t  
AEC have personnel competent 50 know t h a t  t h e  contractor  has  worked out 
an adecpate p rogrm and i s  applying the  necessary resources. 
branch chief observed t o  us, t echnica l  personnel of t h e  s o r t  now employed 
by AEC o r  ava i l ab le  t o  it can t e l l  whether the cont rac tor  has planned 
h i s  work w e l l  without themselves necessar i ly  being ab le  t o  work out such 
a plan, Unless AEC does know t h a t  reasonable s t eps  a r e  being taken 
toward t h e  program goals, it runs am unreasonable r i s k  of fSnding i t s e l f  
with r e spons ib i l i t y  for an avoidable f a i l u r e .  
ever possible, s h o u l d  be followed 1s t h a t  t h e  r e spons ib i l i t y  of t h e  

A s  one 

The p r inc ip l e  which, when- 



ccn t r ac t ing  officel- extends across  t h e  e n t i r e  a rea  of t h e  wcrrK of t h e  
c ont r a e t  or. 

It i s  poss ib le  a l s o  f o r  AEC personnel t o  e r r  on t h e  o t h e r  extreme 
and x t e r f e r e  m t h e  cont rac tor ' s  performance of t he  job for  which he 
w a s  h i red .  
p rac t ice ,  and as a waste of AEC s t a f f .  
t o  evaluate, s ince  o f t en  a s s e r t i o n  of proper AEC r e s p o n s i b i l i t y  i s  
r e s i s t e d  by cont rac tors ,  
performance of t h e  work on t h e  contractor,  but a t  t h e  same time t o  make 
him aware t h a t  he i s  being cur ren t ly  measured aga ins t  s t r i c t  standards 
by competent judges of h i s  performance. 

This r e l a t i o n s h i p  i s  undesirable both as unsound management 
This matter i s  a d i f f i c u l t  one 

It i s  important t o  keep r e s p o n s i b i l i t y  for t h e  

We would l i k e  t o  erophasize again t h a t  our conception of t h e  posi- 

The essence 
t i v e  respons ib i l i t ,y  of t h e  AEC f i e l d  managers does not  reduce t h e  
r e s p o n s t b i l i t y  of cont rac tors ,  but r a the r  complements it. 
of t he  managerss JOS i s  t o  see t h a t  t h e  contractor understands h i s  
r e spons ib i l i t y ,  has  planned and i's tak ing  adequate ac t ion  t o  meet it, 
and has a l l  he lp  AEC can give hlm in doing h i s  work. 
t h e  manager do t h e  work; we do ask t h a t  he know curren t ly ,  before com- 
p le t ion ,  whether it C~LI be expected t o  be done well  and economically. 
The s o r t  of working r e l a t i o n s h i p  that he has w i t h  t h e  cont rac tor  w i l l  
vary with d i f f e r e n t  kinds of work, d i f f e r e a t  kinds of pe r sona l i t i e s ,  
differen+, l eng ths  01 t h e  on t h e  Job. It should always r ecomize  on 
t h e  one hand that-t-he manager represents  t he  public h t e r e s t  fn seeing 
tna-r, the work i s  done am &7le we:l and the money wisely spent, and on 

We do not ask t h a t  

t h e  o ther  hand t h a t  t h e  5 9 expected t o  fu rn i sh  i n i t i a t i v e ,  
and know-how €or performance of t h e  worK, 

The a t t i t u d e  of f i e l d  s t a f f s  toward the  cont ro ls  which they a r e  
exerc is ing  in procurement and property management a c t i v i t i e s  i s  again 
Lruclai  t o  t h e  e f f ec t iveness  of t h e i r  wcrk. 
views and approvals as those spec i f ied  i n  b u l l e t i n s  GM-ScS-37 and -38, 
f o r  example, am Lo be productive, t he  f i e l d  staffs must use these  re- 
views to apply sound business judgment t o  t h e  award of con t r ac t s  or 
purchase orders ,  Tne formal s igna tures  and documentation required by 
these  GWs a r e  e s s e n t i a l l y  ways f o r  encouraging t h e  following of com- 
p e t i t i v e  pl-actices wherever poss ib le  ana the  appl ica t ion  of good judgment 
in awarding business on a b a s i s  favorable t o  t h e  Government. 

I f  such required f i e l d  re- 

( 2 )  Zmphasis on Major Aspects of Job 

Followlng and appra is lng  t h e  progress and q u a l i t y  of t h e  contract-  
or's performance has appeared t o  the  Task Force t o  be a most important 
aspect of cont rac t  administration, once program goals have been estab- 
l i shed  and defined f o r  t h e  contractor.  
t h a t  AEC f i e l d  sta€fs are not simply-channels between t h e  contractor 
a n i  t he  Government c o r  a r e  they  merely serv ice  units. 
important func t ion  which can €or  convenience be r e fe r r ed  t o  as inspection 

I n  p a r t i c u l a r  we have considered 

I 
v 

They have an 
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of t h e  work. 
with the  nature and progress of t h e  work which i s  gained by d a i l y  ob- 
servat ion,  c lose contact  wtth cont rac tor  personnel, examination of t h e  
r epor t s  and cost  statements,  review of proposed procurement and sub- 
contract  act ions,  2nd regular  conferences with contractor  t o p  management 
regardfng progress and d i f f i c u l t i e s ,  Such regular  inspect ion by t h e  AEC 
manager and h i s  responsible  s t a f f  members enables AEC t o  point  out 
e r r o r s  and a sce r t a in  t h a t  t h e  e f f o r t s  of t h e  contractor  a r e  ca re fu l ly  
planned and d i r ec t ed  t o  t h e  major ob jec t ives  of t h e  job without undue 
expense o r  a t t e n t i o n  t o  m b o r  aspec ts  of the work. 
appears t o  u s  necessary for t h e  discharge of inherent AEC respons ib i l i ty ,  
and in addi t ion would be doubly valuable while new cont rac tors  a r e  
being brought fn to  t h e  program o r  when contractors  have shown l e s s  
capab i l i t y  f o r  m-re aspec ts  of t h e i r  jobs than others.  

Inspect ion involves an o v e r a l l  and up-to-date f a m i l i a r i t y  

Such inspect ion 

I n  our f i e l d  v i s i t s ,  we asked the  managers and t h e i r  s t a f f s  what 
methods they had to satisfy themselves as t o  the  q u a l i t y  of t h e  con- 
tr-actor's work. The answer was usua l ly  given k terms of increased pro- 
ductior, and reduced u n i t  cos t s  over a period of years ,  or in terms of 
successful completion of development pro jec ts .  It w a s  recognized t h a t  
t h i s  improvement r e f l e c t e d  pr imari ly  technological advances i n  a young 
industry,  and furnished no sure  guide as t o  whether t h e  performance of 
t h e  contractor  wa:; as good as it should be. In  some a c t i v i t i e s  such as 
sa fe ty  o r  zomunit,y management o r  operat ion of standard f a c i l i t i e s  such 
as power p lan ts ,  f - t  has  been poss ib le  f o r  Operations Off ices  t o  compare 
contractor  perforniance with performance by other  p r iva t e  or public  units. 
For key AEC activ:Lt<ies, however, such comparisons a r e  not possible ,  A s  
t h e  AEC system of i n d u s t r i a l  accounts i s  perfected it can be expected 
to enable analyzing perf o m m c e  aga ins t  pas t  standards, but t he  system 
i s  as ye t  not general ly  s a t i s f a c t o r y  t o  e i t h e r  contractor  or AEC manage- 
ment for t h i s  purpose. We asked a l s o  concerning the  q u a l i t y  of c0n- 
t r a c t o r  s t a f f s ,  alid found t o  our su rp r i se  t h a t  many AEC o f f i c e s  were 
aware only 111 general  terms of t h e  competence of key contl-actor person- 
ne l ,  pa- t icu lar ly  i n  t h e  m d d l e  management leve l .  Since t h e  organiza- 
t i on  and people furnished by t h e  cont rac tor  a r e  in one respec t  the  
e s s e n t i a l  th ing  which he i s  furnishing,  we would expect an AEC manager 
t o  s a t i s f y  himself continuously concerning the  q u a l i t y  of Lhe people 
whom the  contractor  br ings i n t o  keg pos i t i cns  and concerning t h e i r  per- 
forn,ance on AEC work. 

There i s  considerable va r i a t ion ,  among d i f f e ren t  types  of opera- 
t i ons ,  as t o  t he  degree of A3C supervision and the  confidence which AEC 
f i e l d  s t a f f s  appear t o  f e e l  in tneir a b i l i t y  t o  measure t h e  contractorvs 
work. In construction, w e  found i n  a l l  AEC o f f i ces  personnel who were 
aware i n  d e t a i l  of t h e  plans,  progress, and qua l i ty  of t h e  performance 
of design and construct ion a c t i v i t i e s ,  and who spoke of suggestions 
which they made t o  cont rac tors  f o r  changes and improvements. 

I n  research and development, on the  o ther  hand, AEC f i e l d  s t a f f s  
a most cases confined t h e i r  ac t iv l f t ies  e i t h e r  t o  ass i s tance  t o  the 
contractor  in such  mat te rs  as budgeting, obtaining information, o r  SF 
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accountabi l i ty ,  or t o  maintaining a general  f a m i l i a r i t y  with t h e  W O P ~  

t h e  work. This f i e l d  r o l e  r e f l e c t s  t h e  r a t h e r  obscure AEC d iv is ion  of 
being ca r r i ed  on without f e e l i n g  d i r e c t  r e spons ib i l i t y  f o r  evaluat ing 

staffs i n  research,, concerning which we s h a l l  comment subsequently, 
P a r t i c u l a r l y  f o r  of'f-site research but a l s o  f o r  bas ic  research in t h e  f 
National LaboratorILes, t h e  d iv i s ions  of Research and Biology and 
Medicine look t o  f i e l d  s t a f f s  for serv ices  in executing cont rac ts  and 
preparing budgets but not  f o r  evaluat ing reseapch-in-progress or re- 
search r e s u l t  s * For appl ied and developmental research, f i e l d  super- 
v is ion  var ies ;  t h e  San Francisco Off ice  Technical Operations Branch, 
€or example, i s  s t a f f i n g  t o  follow c lose ly  the  UCFU, weapons progmm, 
while Los Alamos Fie ld  Off ice  has  no technica l  s t a f f  following LASL 
work. A s  f a r  as we could a sce r t a in ,  t h e  i n i t i a t i v e  of t he  f i e l d  s t a f f  
detemfned how a c t i v e  a r o l e  would be played, s ince the  Washington 
d iv is ions  did not  lay s p e c i f i c  r e s p o n s i b i l i t i e s  on them. 

r e spons ib i l i t y  between Washington program div is ions  and f i e l d  

An es tab l i shed  d i s t i n c t i o n  between bas ic  and applied I-esearch should 
be borne i n  mind in considering f i e l d  supervision. 
Policy of t h e  Argonne National Laboratory", approved by t h e  Commission 
on June 1, 1950, s t a t e s :  

Thus, t h e  "Operating 

/ 

"7. The ex ten t  of AEC con t ro l  over basic- research and over pro- 
grammatic work w i l l  d i f f e r  widely..,Because of t h e  grea te r  difii-- 
c u l t y  rn prec ise  descr ip t ion  of spec i f i c  goals in basic research, 
and because of t h e  d e s i r a b i l i t y  of freedom of choice of subject  
by t h e  responsible  s c i e n t i s t s ,  bas ic  research w i l l  not be budgeted 
or control led i n  such d e t a i l .  Dollar es t imates  and do l l a r  
l i m i t a t i o n s  w i l l  be coupled only with broad c lasses  of work, leav- 
k g  f l - e x i b i l i t y  t o  t h e  Laboratory Director  and t h e  s c i e n t i s t  as t o  
spec i f i c  inves t iga t ions  and modes of' a t tack ,  subject only to the  
aggregate arriount provided under each major budget 

The d i s t i n c t i o n  appears t o  us a v a l i d  om, s ince  it i s  t o  t h e  m t e r e s t  
of AEC t o  c x a t e  in its l a b o r a t o r i e s  an atmosphere a s  conducive as 
possible t s r ,  bas ic  research. 
stances w i l l .  properly be a l i m i t e d  one, devoted '~II t h e  main t o  adminis- 
t r a t i v e  and technlca l  he lp  and service.  

The r o l e  of f i e l d  s t a f f s  i n  such circum- 

I n  supervision of production t n e r e  i s  a narked d i f fe rence  between 
t h e  Divisions of Production and Mil i ta ry  Application growing out of t h e  
dffference i n  t h e  products. 
and accepi,mce ~ i '  a l a r g e  number of components; the  Santa Fe f i e l d  
o f f i ces  have a consideyable s t a f f  of inspec tors  operatlng i n  the  p l an t s  
of contractors  ( see  Table 3) 
s t a f f s  a r e  of ass i s tance  i n  following t h e  contract.or's work i n  addi t ion 
t o  the performance of t h e i r  s p e c i f i c  d u t i e s  of inspection and acceptance 
of producrs. Otherwise t h e  supervision of production 31 Santa Fe i s  
the  r e spons ib i l i t y  of cont rac tors .  

Weapons production includes the  manufacture 

We understand from AEC managers t h a t  these  

Santa Fe has s ta ted :  
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"Contractor plmfomance i n  t h e  execution of t h e  work i s  a techni- 
c a l  r e spons ib i l i t y  of LASL or  Sandia Corporation, t h i s  responsi- 
b i l i t y  normally being s t a t ed  the  contract .  The contract ing 
officer- or h i s  representa t ive  i s  kept informed by copies of 
correspondence and by at.tendance a t  technica l  program conferences, 
if" des i rab le  

A t  Oak Ridge and Hanford fewer t echn ica l  people a r e  necessary t o  
assure  t h e  qua l i t y  of t h e  produe+, because of the  s ing le  continuous pro- 
duction process, 
review of weekly, monthly, and qua r t e r ly  pyoduction repor t s ,  regular  
v i s i t s  t o  t h e  p l an t s ,  and conferences. 
where new p lan t s  a r e  being brought into operation, somewhat l a rge r  
technica l  s t a f f s  a r e  a c t i v e  in workkg w i t h  the cont rac ta r  in decis ions 
as t o  incorporation of process improvements and m b r i n g k g  new fac51i- 
t i e s  i n t o  successful operation 

Technical cont ro l  i s  otherwise exercised through 

A t  Fernabd and Savannah River, 

(3.) Caliber of AEX Staf f  

It follows €ram t h e  precedtng discussion t h a t  AEC needs on i t s  
f i e l d  s t a f f s  pr imari ly  people of t h e  experience and t r a i n i n g  t o  under- 
stand t h e  t echn ica l  and business aspec ts  of t h e  contractorys  work, 
need t o  be able  t o  analyze programs and evaluate  t h e  adequacy of the  
e f f o r t  being made., 

They 

We have quoted e a r l i e r  i n  t h i s  chapter- r;he New York view tha t  AEC 
i s  t r y i n g  t o  do 11.3 job w i t h  too few t echn ica l ly  qua l i f i ed  contract  
zdmLnistrators on its cwn s t a f f ,  New Tork i l l u s t r a t e s  the need for s i i c h  
qua l i f i ed  personnel by examples of their .  func t ion  i n  s e l e e t m g  t h e  
contractor most fitted fo r  t h e  work, m evaluat ing the  performance of 
contzactors on process development an3 production or constructton wark, 
and in recognizing a contractores  need for in€om%tion o r  he lp  and 
knowing Lhe kind o f  guidance OY' assistm-ce which will be most ussful ,  
The attached t a b l e s  (Tables 1, 2, 7 ,  and 4) on t echn ica l  pos i t ions  i n  
AEC gives an  indilzation of t he  extent  t o  which AEC i s  a t  present s ta f fed  
with persons engaged i n  following t h e  progyess and qua l i ty  of the  techni- 
c a l  work of cont rac tors ,  
20%, evenly divided between engineering and constzuction personnel and 
o t h e r s  with technica l  t r a i n f n g  i n  engmeering os t h e  sciences,  The 
variance fn € i e l d  o f f i c e s  i s  marked; w e  have commented on some of the  
rezsons m discussing production cont ro ls  eal-l ier.  It should be re- 
cognized ;n examining t h e  t a b l e s  t h a t  t echnica l  people a r e  not t he  only 
s p e c i a l i s t s  of value i n  cont ro l l ing  and a s s i s t i n g  t h e  work of con- 
t r a c t o r s ,  but because of t h e  nature  of t h e  AEC program they include the 
bulk of such individuals .  Contractor proposals f o r  purchase of equip- 
msnt or  other  prccurements of ten  need t echn ica l  judgment appl ied to 
t h e i r  evaluation, for- exampie, 

The ove ra l l  percentage of such personriel i s  



The AEC f i e l d  o f f i c e s  have recogriized t h e  importance cjf qua l i t y  in 
t h e  AEC s t a f f  i f  t h e  Commissiones r e s p o n s i b i l i t i e s  are t o  be properly 
discharged. Savannah River has commented a s  f ollowsc 

"It w a s  our basic  premise.,.$hat we would keep our organizat ion.as  
small and compact as possible ,  made up of h ighly  competent per- 
sonnel ab le  t o  dea l  a t  least  on an equal foo t ing  with t h e i r  
opposite numbers i n  the  contractor t  s organization.. .'I 

Chicago has  stated s imi la r ly :  

t"I!wo general types of personnel, thus,  a r e  involved rn t h e  negotia- 
t i o n  and adminis t ra t ion of GOO contracts :  (1) high l e v e l  executive 
and s t a f f  personnel a r e  required fo r  the  negot ia t ion  of contracts  
and f o ~  making the  decis ions and providing the  "leademhip i n  makkg 
t h e  cooperative approach r e a l l y  work i n  t h e  adminis t ra t ion of 
contract  o .  , ( 2 )  broad gauged adminis t ra t ive  and profess iona l  per -  
sonnel,..are required for t h e  surveys, audi t s ,  and day-to-day con- 
su l t a t ions  necessary f o r  cont rac tors  t o  meet and exceed the  minimum 
standards es tab l i shed  bjr t h e  AEC covering t h e  expenditure cjf public 
funds..,The number of personnel required t o  car ry  on t h e  funct ions 
and r o l e  of COO i s  not  l a r g e  but ths q u a l i t y  must be goode'' 

Our comments on t h e  importance of improved recruitment,  t r a k i n g  and 
r o t a t i o n  procedures i n  AEC t o  develop the  type of personnel described 
here in  a r e  contained l a t e r  in t h i s  repor t .  

(43 Management Framework 

AEC f i e l d  o f f i c e s  a re ,  of course, one i n  several  echelons of AEC 
The support and guidance they  rece ive  from higher  authori ty  

I n  our discussions with f i e l d  s t a f f s ,  
management. 
aye c r u c i a l  in t h e i r  functioning, 
w e  found t h e  following complaints concernhg higher echelons t o  r e c w  
frequent ly:  

a, Excessive repor t ing  requirements. 

b, Lack of (clear and Zime1-y pGlicy guidance. 

c, Need t o  Pefer t o  Washington €o r  decis ions,  

Such complaints a r e  t o  be expected in any l a r g e  organizat ion,  We 
meotfon them here as we t u rn  t o  considerat ion of problems of management 
including report ing,  pol icy formulation, and degree of cent ra l iza t ion ,  
t o  point  out t h a t  these  aspec ts  of management have d b e c t  and d a i l y  im- 
pact  on f i e l d  program a c t i v i t y ,  

I n  t h e  foregoing sec t ions  we have stressed var i a t ions  i n  contract  
administration. Idhere t h e  va r i a t ions  were not due t o  d i f fe rences  i n  
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t h e  job, we d i d  not, f i nd  ind ica t ions  t h a t  t hese  v a r i a t i o n s  a rose  out 
of d i f fepenees  in a t t e n t i o n  t o  duty by AEC s t a f f ,  'out I-ather out of 
d i f f e r e n t  conceptions ai" what was expected from AEC personnel i n  t h e i r  
r e l a t i o n s  with contxactor. 
s h a l l  examine f u r t h e r  t h e  sources of t h i s  uncertainty; we can express 
here  our conviction t h a t  c l a r i f i c a t i o n  of t h e  agencyys r e s p o n s i b i l i t y  
in cont rac t  administration would assist m a t t a i n i n g  a hea l thy  degree 
of uniformity. 

I n  discussions below of "Delegations" we 
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SECTION 2, 

AEC MANAGEMENT 

a. S ta f f  Development 

Clearly a l l  phases of t he  AEC*s operations,  inc luding  contract  ad- 
minis t ra t ion ,  w i l l  benef i t  from a continuing e f f o r t  t o  strengthen i t s  
staff through sound recruitment p rac t i ces  and development of the  capa- 
b i l i t i e s  of i t s  employees. We comment here  on th ree  aspec ts  o f  staf"f 
development -- t r a in ing ,  performance review, and development of execu- 
t i v e  personnel -.- which i n  our opinion deserve increased s t r e s s .  

(1) - Training 

The following i s  quoted from the  Commission*s Personnel Policx:-x- 

"Consistent with d e f i n i t e  needs which arise o r  a r e  an t i c i -  
pated, employees w i l l  be provided with opportunity t o  
improve t h e i r  knowledges, s k i l l s ,  or a t t i t u d e s  i n  order 
t o  enable them t o  perform the  t a sks  assigned t o  them in 
the bes t  known ways and t o  prepare fo r  advancement. 
w i l l  include programs f o r  o r i en ta t ion  and induct ion be- 
f o r e  assignment of work, t r a i n i n g  on the  job, up-grading 
and understudy programs, and t r a i n i n g  in  supervis ion and 
management practices.ur 

This 

We have not  examined thoroughly t h e  na ture  of t r a i n i n g  programs 
We have gained t h e  impression t h a t  c l e r i c a l  and throughout t he  AEC. 

stenographic employees a r e  general ly  given indoct r ina t ion  t ra in ing ,  es- 
p e c i a l l y  in secu r i ty  prac t ices ,  and t h a t  continuing t r a i n i n g  i s  given 
AEC guards. 
f o r  recent  col lege graduates, p a r t i c u l a r l y  i n  t h e  f i e l d s  of accounting, 
audi t ing,  and budgeting. We have reviewed representa t ive  t r a i n i n g  pub- 
l i c a t i o n s  issued by t h e  Divisior, of' Organization and Personnel in Wash- 
ington, and we have noted several  impressive examples of t r a i n i n g  in 
t h e  f i e l d .  Our impression i s ,  nevertheless,  t h a t  t h e  unportance of 
t r a i n i n g  has not received adequate recognition throughout t h e  agency, 
and t h a t  t h e  present  t r a i n i n g  a c t i v i t i e s  a r e  very uneven. 
cordingly glad t o  be advised by t h e  Division of Organization and Per- 
s o n n e l t h a t  it hopes i n  the  near futul-e t o  take s t eps  " to  coordinate 
and strengthen t h e  t r a in ing  a c t i v i t i e s  of t h e  AEC t o  such extent  t h a t  
they a r e  comparab:Le in all respec ts  t o  those conducted by progressive 
business and Govei-mental agenciesll. The Division conceives i t s  re- 
p o n s i b i l i t i e s  i n  -;he t r a in ing  a rea  t o  be: 

"Personnel Policy.  The United S t a t e s  Atomic Energy Commission, Jan- 

Several t r a i n i n g  programs a r e  apparently i n  progress a l s o  

We were ac- 

uary, 1951'. 
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Formu?-atfng over-al l  po l ic ies ,  plans and staniidrds; 

Coordinating AEC-wide t r a in ing  progmms and pro jec t s ;  

Rendering s t a f f  advice and ass i s tance  i n  the  devdop- 
ment, administration and evaluation of t r a i n i n g  pro- 
grams ; 

Providing a cen t r a l  source of information on e f f e c t i v e  
t r a i n k g  programs, methods, a t d s  and techniques; 

Keeping top management cument ly  informed concerning 
t h e  quant i ta t ive  and qua l i t a t ive  aspects  of AEC t r a i n -  
i ng  a c t  i v i t  i e  s. 

The e f f o r t  Organization and Personnel hopes t o  make i s  an impor- 
t a n t  one which it would seem could be peasonably guided by t h e  above 
statement of r e spons ib i l i t i e s .  It w i l l  r equi re  competent s t a f f ,  an 
aggressive program, and t h e  backing of top management. 
t o  th ink  t h a t  it would be f a c i l i t a t e d  by a more pos i t i ve  pol icy  on 
t r a i n b g  than i s  quoted above from the  Personnel Pol icy,  
policy does not seem t o  take s u f f i c i e n t l y  i n t o  account t h a t  t h e  agency, 
as wel l  as t h e  employee, s tands t o  benefit  from a vigorous t r a i n b g  
program; t h e  r e l a t i n g  of t r a i n i n g  t o  "def in i te  needsrr seems t o  i n v i t e  
neglect  of t h e  a c t i v i t y  i n  t he  absence of a c i - i t ical  immediate need,, 

We a r e  incl ined 

The present  

It seems t o  us t h a t  i n  strengthenlng t h e  AEC's t r a i n i n g  a c t i v i t i e s ,  
ear ly  a t t e n t i o n  mLgnt wel l  be given t o  t r a i n i n g  of two groups of employees 
(which might t o  some extent overlap).  
would be involved i n  an executive development program (discussed subse- 
quently).  
considerable d i r e c t  contact with contractors ,  e spec ia l ly  "contract  
coordinators" who stand i n  t h e  l i n e s  of au tho r i ty  between AEC and con- 
t r a c t o r s .  

One of them i s  the  group which 

The o ther  cons is t s  of f i e l d  employees whose d u t i e s  e n t a i l  

(2)  I Performance Review 

The following i s  quoted from tne  Commission#s Personnel Policy: 

Formal periodic review of the  performance and c a p a b i l i t i e s  
of employees w i l l  be made against  r e a l i s t i c  and understood 
performance standards t o  determine any merlted recognition, 
need f o r  t h e i r  f u r t h e r  development, o r  change i n  job  s t a tus .  
Each sLLpervisor w i l l  record and use current in f  ormat- ion on 
t h e  experience, qua l i f i ca t ions  and performance of each in- 
d iv idua l  %rider h i s  direct ion" as a b a s i s  of planning f o r  t he  
t r a i n i n g  and fu r the r  development of sueh employees or other  
appropriate  personnel action. Each supervisor w i l l  d i scuss  
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any evaluat ion and t h e  bas i s  f o r  it with t n e  employees a f fec ted  
t o  develop mutual understanding. IC 

The AEC discontlnued use of t he  Civ i l  Service e f f i c i ency  r a t i n g  
system early i n  1949. 
been required only when, on t h e  bas i s  of h i s  t h e  i n  grade, ne becomes 
e l i g i b l e  f o r  a per iodic  pay increase,  The supervisor c e r t i f i e s  on 
such occasions merely t h a t  t h e  employee does o r  does n o t  meet t h e  o v e r a l l  
requirements of h i s  position.-x 
cedure does not c o n s t i t u t e  s a t i s f ac to ry  implementation of t h e  above 

Since tha t  t m e  formal r a t i n g  of an employee has  

It i s  agreed general ly  t h a t  t h i s  pro- 

policy. 

We have reviewed working papers of t h e  Division of Organization 
and Personnel concerning development of a program of per iodic  formal re- 
view of employees? performance and p o t e n t i a l i t i e s  which would implement 
the Commission's pol icy.  A "Management Appraisal System" a procedwe 
f o r  Fat ing management personnel, i s  t e n t a t i v e l y  proposed as t h e  f i r s t  
s tep  t o  be taken fn t h e  performance review program, and seems t o  u s  i n  
the  main sound. We a l s o  f e e l  t h a t  t he  second s t e p  contemplated -- pro- 
vis ion of a r a t i n g  procedure f o r  non-management personnel - - , i s  sound as 
now roughly out l ined.  

We hope it wi:Ll now be poss ib le  t o  make good progress i n  i n s t i t u t i n g  
performance review. We hope a l s o  t h a t  as soon as appropriate  approvals 
a re  obtained t h e  Personnel Pol icy  will i f  necessary be amended t o  br ing  
it into accord w i t l ?  t h e  procedure. 

( 3 )  - Development of Executive Personnel 

We be l ieve  t Rat systematic development of executive personnel con- 

The unique nature  of AEC should not make 
t r i b u t e s  t o  t h e  v i t a l i t y  of l a r g e  organizations and inc iden ta l ly  simpli- 
f i e s  t h e i r  s t a f f i n g  problems. 
it exceptional ir, t h i s  respec t ;  i n  f a c t ,  some of t h e  staffing problems 
experienced by the  agency i n  i t s  first yeam seem p a r t i c u l a r l y  t o  
suggest t h e  importance of e s t ab l i sh ing  a sound executive development 
program X I  AEC. Various key posi t ions,  f o r  example, have stood vacant 
for  long per iods while e f f o r t s  were made t o  induce men from outs ide  the  
organization t o  accept t h e  posts .  I n  addi t ion t o  these  considerat ions,  
it seems apparent t h a t  an executive development pl-ograrri would do much t o  
increase t h e  a t t r a c t i v e n e s s  of AEC t o  present and prospective employees 
mte res t ed  i n  promising oppor tuni t ies  f o r  career  employment. 

We be l ieve  t h e  Commission can never expect t o  be ab le  t o  fill a l l  
The Directors  of Biology sf i t s  key pos i t i ons  from within t h e  agency. 

and Medicline and Research, f o r  example, almost nave t o  be r ec ru i t ed  from 
outside and f o r  good and apparent ly  pemanent reasons. There are o ther  
reasons, one of which i s  the  agencyfs present l ack  of" systematic execu- 
t i v e  development, why it may be des i rab le  f o r  some time i n  t h e  f u t u r e  
t o  fill c e r t a i n  o ther  t op  executive pos i t ions  from t h e  outside.  But t h e  
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Commissionss objec t ive  should be, we think,  t o  brfng about as quickly 
as possible  a s i t u a t i o n  i n  which it can confidently expect t o  be ab le  t o  
f i l l  a l l  but a few key pos i t i ons  (and those p r inc ipa l ly  technica l )  from 
within t h e  agency. 

Real izat ion of t h i s  s i t u a t i o n  will depend on the  success of' e f f o r t s  
One of these  obviously i s  e f f ec t ive  recruitment a t  

We have n o t  considered r ec ru i t i ng  p rac t i ces  i n  d e t a i l  
i n  severa l  f i e l d s ,  
t he  lower leve ls .  
but hope t-hat they w i l l  be scrutfnized i n  the  course of t h e  re-examination 
being given t h e  Division of Organization and Personnel,-% 

A good system of performance review will a l s o  be necessary, 
t h a t  t h e  void i n  t h i s  f i e l d  w i l l  be f i l l e d  as  a Tesult  of t he  current 
c f f o r t s  discussed above, 

We hope 

A program f o r  t r a i n i n g  of executiveipersonnel and po ten t i a l  execuuve 
personnel w i l l  l ikewise be necessary, 
t h a t  s ign i f i can t  s t eps  w i l l  be taken w i t h  respect  t o  t h e  ove ra l l  t r a i n i n g  
s i t u a t i o n  b t h e  near fu tu re ;  executive development s h o d d  be a primal-y 
consideration a t  t h a t  time. 

We hope, as has been indrcated, 

F ina l ly ,  i t  w i l l  be important f o r  t h e  r ea l i za t ion  t o  p r e v a i l  t h a t  
f i l l i n g  a key posi tZion can be more than a means of assur ing t h a t  funct-  
ions of t he  pos i t ion  a r e  capably f u l f i l l e d  f o r  an i n d e f i n i t e  period, 
When such a pos i t ion  i s  f i l l e d ,  t h e  individual  concerned i s  given an 
oppol-tunity t o  develop himself and increase his fu tu re  value t o  the  
agency, and obviously the re fo re  placement may be used a s  a means of 
executive development 

Key pos i t ions  a r e  f i l l e d  today i n  accordance with a procedure+:+ 
which does l i t t l e  out i n su re  t h a t  a "digest  of Qua l i f i ca t lon  Data" 
(Form AEC-285) on each key employee throughout t h e  agency whose past  ex-- 
perience seems peyt inent  i s  made ava i lab le  t o  t h e  operat ing o f f i c i a l  
f i l l l n g  t h e  vacancy, 
h i s  responsibility.+%% 
it stops cocj iderably sho r t  of what i s  des i rab le ,  

How he t h e r e a f t e r  f i l l s  t h e  vacancy i s  e n t i r e l y  
While t h i s  procedure ce r t a in ly  has i t s  advantages, 

Fom. AEC-285, i n  t h e  

;-We hope ac t ion  w i l l  be taken on a suggestion macle a t  t h e  October 2, 
?952 meet-ing of t h e  Advisory Committee on Personnel Management, t h a t  a 
pape? s e t t i n g  fort,'n t h e  manner i n  which r e c m i t i n g  has  been ca r r i ed  
out f o r  ce r t a in  key pos i t ions ,  be submitted for the  Committee*s con- 
s idera t ion .  

+:+GM--l88 ("Filling Key Po s i t  ions" 

-:L+42icre a re  exceptions t o  t h i s ,  some of which w e  have noted, e.geb 
at torneys,  f i e l d  Direc tors  of Finance and Security,  and pos i t i ons  
higher than GS-15. 
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f i r s t  place, gives #only b r i e f  information on education ana Job h is tory .  
The i n t e r e s t e d  opera t ing  o f f i c i a l  may, of course, inqui re  a s  t o  a 
candidate's performance and personal i ty  and capab i l i t i e s ,  but he may 
wel l  address h i s  i n q u i r i e s  t o  another o f f i c i a l  i n t e re s t ed  i n  keeping t h e  
candidate where he is. I n  general ,  w e  f e e l  t h a t  Managers9 personal 
knowledge of t h e  a b i l i t i e s  of candidates and t h e  presence of candidates 
a t  s i t e s  where vacancies have occurred, have overinfluenced key re- 
cruitment. The f i l l i n g  of v i r t u a l l y  a l l  of t h e  key pos i t i ons  of t h e  
Paducah and Portsmouth Area Off ices  from within Oak Ridge Operations 
Office organization a r e  cases  of i n t e r e s t  in t h i s  connection, though 
we do not deny t h e  p o s s i b i l i t y  t h a t  urgency may have required t h a t  
executive placement be handled as it w a s  i n  these  cases. 

Besides urging a program of executive development supported a t  
high l e v e l s  in AEC, we have general  proposals, some of which have been 
mtfmated e a r l i e r ,  which w e  o f f e r  not i n  t h e  ce r t a in ty  t h a t  they  a r e  in 
a11 d e t a i l s  des i rab le ,  but a t  l e a s t  t o  i nd ica t e  t h e  d i r e c t i o n  i n  which 
we be l ieve  t i a t  e f f o r t  should proceed, 

F i r s t ,  t h e  need i n  t h e  f i e l d s  of recruitment, t r a in ing ,  and per- 
formance review has a l ready  been discussed. 

Second, be l iev ing  t h a t  executive development c a l l s  f o r  a coordinated 
AEC-wide program, we suggest establishment of a posit ion i n  Washington 
headquarters of coordinator of placement f o r  key pos i t ions .  The impor- 
tant cont r ibu t ion  we would expect t h i s  coordinator t o  make i s  t o  assure  
t h a t  executive development and placement i s  t r e a t e d  as an overa l l  AEC 
problem and not as one which should be d e a l t  with by each Operations 
Office without regard t o  t h e  rest of t h e  f i e l d  and Washington. Thus, 
he would be concerned with mob i l i t y  of personnel (discussed below), 
and we would expect, h m  t o  in su re  t h a t  each key pos i t ion  placement ac t ion  
i s  made with f u l l  consideration not only of t he  candidates* past h i s t o r y  
as it may r e l a t e  t o  t h e  job requirements, but w i t h  thought a l s o  t o  t h e  
long range development of t h e  outstanding candidates. The coordinator 
should maintain f u l l  information on a11 key positions."., t h e i r  incumbents, 
and employees wi thm t h e  agency becoming e l i g i b l e  t o  move i n t o  key 
pos i t ions ,  
not only employmen-t background data such as shown on Form AEC-285, but 
performance review da ta  from w r i t t e n  repor t s ,  and t h i s  infoymation 
should be re inforced  by personal contac ts  w i t h  t h e  ind iv idua ls  themselves 
ar;d t h e i r  supervisors.  He should, t h a t  i s ,  have cur ren t  and wel l  
grwmded judgments 2s t o  t h e  present  c a p a b i l i t i e s  and t h e  p o t e n t i a l i t i e s  
of key personnel tlirougnout AEC, 

+A very rough def L? i t ion  of "key personnel" proposed only for purposes 
of discussion i s  branch dh ie f s  and above i n  Washington, deputy d iv is ion  
d i r e c t o r s  and above i n  t h e  f i e l d .  
ac tua l ly ,  t o  make t h e  number of key pos i t i ons  handled by t h e  coordinator 
as l a rge  a s  h i s  time would permit. 

Wit,h respec t  t o  such personnel, he should cu r ren t ly  maintain 

It would probably be des i rab le ,  
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Third, f i l l i n g  of a key pos i t i on  i n  t h e  f i e l d  should involve 
co l labora t ion  of the l o c a l  Manager, t h e  Washington d iv is ion  d i r e c t o r  
spec ia l i z ing  i n  t h e  f i e l d  i n  which t h e  vacancy exLsts (eogep finance,  
s ecu r i ty ) ,  and t h e  key pos i t i on  coordinator,  Because of t he  tra- 
d i t i o n a l  tendencies of operating o f f i c i a l s  t o  wish t o  f i l l  vacancies 
from with in  t h e i r  immediate organizations,  i t  mfght be des i r ab le  t h a t  
disagreements which cannot be resolved mong t h e  th ree  o f f i c i a l s  be 
r e fe r r ed  t o  t h e  General Manager or t h e  Deputy General Manager, 

Fourth, mobili ty of personnel should be encouraged, Increased 
movement of key personnel among t h e  f i e l d  o€f"ices and Washb.gton head- 
qua r t e r s  would bene f i t  t h e  Commission by expanding t h e  c a p a b i l i t i e s  of 
t h e  personnel a f fec ted ,  encouraging consistency of p rac t i ces  and policy 
i n t e r p r e t a t i o n  throughout t h e  f i e l d ,  reducing t h e  gap between " f i e l d  
viewpoint" and "headquarters viewpoint", encouraging i d e n t i f i c a t i o n  o€ 
pr iaary  l o y a l t y  w i t h  t h e  agency r a t h e r  than one of its off ices ,  and 
aver t ing  t h e  temptation, which i s  sometimes a r e a l  one fn t h e  f i e l d ,  t o  
subserve t h e  contractor i n  t h e  be l ie f  t h a t  t h i s  w i l l  assure an amicable 
long-term re l a t ionsh ip ,  
mobili ty would be t h e  c a r e f u l l y  planned in t roduct ion  of grade d i f f e r -  
ences between corresponding key pos i t i ons  i n  l a r g e  and small Operations 
Offices.  Thus, for example, t h e  l o g i c a l  f i r s t  s t e p  of advancement fcr 
the  Deputy Manager of a l a r g e  o f f i c e  mght not be t o  replace h i s  
superior, but t o  become Manager of a smalzer Operations Office, 
recognize t h a t  t h e  question of "rotation" involves d i f f i c u l t  but hardly 
insoluble problems, such a s  t h e  re luc tance  of individuals t o  be moved 
from s i t e  t o  s i t e ,  OF t h e  need for  some add i t iona l  t r a v e l  funds. 

O f  i n t e r e s t  in connection with personnel 

We 

A s  t o  t h e  question of where t h e  key pos i t ion  coordinatcr should be 
placed within the  organization, we be l ieve  t h a t  he shculd c e r t a i n l y  
not be lower i n  t h e  organization than  d i r e c t l y  below the  Director of 
Organization and Personnel, 
d u s t r i a l  p r a c t i c e  t o  place him i n  t he  Off ice  of the General Manager-. 

It would not be incons is ten t  w i t h  good in- 

Planning for a complete program of executive development - one 
beginning with recruitment i n  the  lower grades - = _  should s t a r t  promptly, 
but development of a complete program w i l l  take some time even a f t e r  
completion of planning. 
i n  t h e  interim, and should be eas i ly  in t eg rab le  with the  u l t imate  program. 

The ac t ions  proposed above might be i n i t i a t e d  
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b. Pol icy Formulation - m d  Promulgation ; Advance Flanning 

T a  maintain momentum and e f f e c t i v e  cooperation in an en terpr i se  a s  

Such goals and p o l i c i e s  a r e  important t o  
complex a s  t h e  atomlc energy program, goals  and p o l i c i e s  must be c l ea r ly  
s t a t ed  and r ead i ly  avai lable .  
t he  f i e l d  o f f i c i a l s  who must execute them, t o  t h e  d iv is ions  who a r e  
responsible f o r  wol-Icing out and meshing together  t he  various programs 
of the Conmission, and t o  t h e  Commissioners themselves i n  shaping and 
cont ro l l ing  the en terpr i se ,  
c u l t i e s  i n  ascer ta in ing  what AEC po l icy  i s  on a spec i f i c  question. 
t h i s  sect.ion we s h a l l  look a t  some reasons f o r  t h i s  d i f f i c u l t y  and some 
poss ib le  a ids  i n  yeducing it. 

We have spoken from time t o  time about d i f f i -  
I n  

(1) Policy Formulation 

Basical ly  pol icy  and goals a r e  es tab l i shed  by t h e  Commission i t s e l f  

Establ ishing p o l i c i e s  and goals  has  been l e s s  a d i s t i n c t  
as an aspect of discharge of i t s  r e s p o n s i b i l i t y  f o r  t h e  program under 
the  Act. 
a c t i v i t y  than an aspect of t h e  continuing Commission occupation with re- 
view and appraisal  of the  program, planning f o r  programs and organiza- 
t i on ,  resolut ion of problems r e fe r r ed  by t h e  s t a f f ,  and preparation f o r  
explanation and defense of t he  progr-am. /Because of t h e  y o z h  and rap id  
growth of AEC, operat ing and pol icy  problems a re  pecul ia r ly  c losely re- 
l a t e d  and a t  times inseparable,  so t h a t  t h e  Commissionts par t ic ipa t ion  
i n  operating programs and decis ions IS q u i t e  de ta i led .  This concern 
with program d e t a i l  is re inforced by t h e  Commissionas accountabi l i ty  f o r  
t h e  program t o  t h e  President ,  t o  t h e  Congress, and t o  t h e  public. The 
importance and sens i t iv i t .y  o€ atomic energy make t h i s  aecountabi l i ty  
arduous and time-consuming, and inves t  d e t a i l s  of t he  program as wel l  a s  
major decisions with implications t h a t  b r ing  them t o  t h e  Commission, 

A measure of the  problem i s  t h e  sheer  volume of t h ings  which the  
Commission has trieci t o  give i t s  a t t e n t i o n  t o ,  and t h e  number of docu- 
ments sent t o  it. I n  1952, as one measure, 398 ac t ion  papers went t o  
the  Commission f o r  decision, a t o t a l  of 5400 pages; i n  addition, 1506 
fnformation papers t o t a l i n g  6521 pages were sent  t o  t h e  Commission as 
matters  presumably deserving review. The load of day-to-day meetings, 
consultations,  operating problems and so f o r t h  has been so grea t  and 
absorbing t h a t  t he  Commission in seeking r e l i e f  and perspective has on 
occasion l e f t  Wast:Lngton f o r  ove ra l l  po l icy  review sessions f r e e  of dis-  
t r a c t  ion e 

Pol i c i e s  and goals  thus a r e  t o  be found i n  a l a rge  number of in- 
dividual  decfsions and spec i f i c  programs, r a t h e r  than i n  a de l ibe ra t e ly  
developed s ingle  body. This step-by-step approach has  been i n  pa r t  a 
mattel- of choice, t o  attempt t,o formulate general  po l i c i e s ,  i n  advance 
of experience, has  seemed unwise i n  view of changing technica l  possi- 
b i l i t i e s ,  changing m i l i t a r y  requirements, and changing na t iona l  needs. 
Individual decis ions and goals a r e  brought together  f o r  ove ra l l  s ta te -  
ment of the  program and p o l i c i e s  and goals  only i n  required repor t s  l i k e  
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t h e  semi-annual report  t o  t h e  Jo in t  Committee, and i n  budget planning 
and presentat ion.  These a r e  valuable documents i n  a general  sense as 
we l l  as f o r  t h e i r  pa r t i cu la r  purposesr but they  do not provide good 
occasions f o r  resolving basic  pol icy i ssues ,  s ince  they  have spec ia l  
purposes, inflexibl-e deadlines,  and a format and s t y l e  of presentat ion 
d i rec ted  t o  t he  needs of t h e  r ec ip i en t  agency r a t h e r  than t o  c l ea r  
i n t e r n a l  po l icy  guidance. 
of equally f u l l  scope, they must be used both as a vehic le  f o r  obtaining 
decis ion and as a basic  source of ex i s t ing  pol icy  fo r  t h e  s t a f f .  

Yet i n  t h e  absence of o the r  pol icy summaries 

The d i s t r a c t i n g  pressures  and demands, whether f o r  imperative pro- 
gram and operat ing decisions or  f o r  explanation and defense of the  
pro jec t ,  w i l l  contrmue t o  make pol icy  r e v i e w  and formulation difficult. 
Overall review, appraisal ,  and formulation of p o l i c i e s ,  goals, and 
progress must be performed, however, and t h e  r e s u l t s  must, be s t a t ed  and 
promulgated for t he  guidaqce of the s t a f f .  Ways of helping toward t h i s  
end a r e  several ;  WE w i l l  speak below of two which seem e s s e n t i a l  -- 
codi f ica t ion  of ex i s t ing  policy,  and establishment of a s t a f f  t o  assist - 
t h e  Commission and General Manager i n  t h e i r  long mnge planning,,In 
speaking here of t he  d i f f i c u l t i e s  in establishment and o v e r a l l  review of 
goals  and p o l i c i e s ,  we have haa i n  muld two other  poss ib le  approaches t o  
f a c i l i t a t i n g  t h i s  job, 
grams and establ is lment  of revised goals and p o l i c i e s  independent of 
spec ia l  needs l i k e  bildgeting or Congressional repor t ing ,  so t h a t  
po l icy  i s sues  w i l l  be presentea m t h e i r  e s s e n t i a l s  and Commission posi- 
t i o n s  w i l l  be ava i lab le  i n  statements arawn f o r  s t a f f  guidance r a the r  
than f o r  ex terna l  consumption. 
mission business ii rough ou t l ine  over t he  course of t h e  year, so t h a t  
t h e  recur r ing  items such as budgets and r epor t s  t o  t h e  Jo in t  Committee 
w i l l  be foreseen and t he  necessary preliminary study and discussion al-- 
ranged f o r ,  Xew program developmects, Congressional hearings, supple- 
mental appropriat ions w i l l  defy ordereci t r ansac t ion  of business i n  AEC 
f o r  some time, but the  underlying pa t te rn  i s  a l s o  becoming s t ab i l i zed  
and by e x p l i c i t l y  recognizing i t  some i s s u e s  may be an t i c ipa t ed  or even 
f o r e s t a l l e d  and sone recur r ing  busiriess may be handled with b e t t e r  
preparations.  A partrlal  bas i s  f o r  reducing Ccmmission involvment in 
operat lng d e t a i l  and  decis ions may a l s o  be provided. 

(a> One i s  the  systematic review of major pro- 

(b) The seeond i s  t h e  planning of Com- 

The preceding remarks suggest t h a t  advance planning i n  the  Commiss- 
i on  has been bound t o  spec i f i c  problems, inc identa l  t o  othel- a c t i v i t i e s ,  
and dependent on a few indiv idua ls  ( including the  Commissioners and 
General Nanager 1 already over-burdened with o ther  concerns Individuals  
on t h e  C o d s s i o n  and the  s t a f f  have fos t e red  planning i n  pa r t i cu la r  
areas ,  but of ten without time or avai lab le  energy from o t h e r  du t i e s  t o  
press  t n e i r  ideas ,  and without organizat ional  machinery t o  support them 
o r  coordinate t h e i r  work. Under these circumstances, t he re  has been no 
assurance t h a t  planning has  proceeded i n  a l l  Important areas .  
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Examples of t he  apparent def ic iency here a r e  the  following, 

1. We found no s t a f f  u n i t  assigned r e spons ib i l i t y  f o r  long range 
organizat ional  planning, For example, t he  f i g u r e s  used i n  
t h e  subsequent sec t ion  on tlOrganizationll had t o  be preps-ed 
a t  our request  and assembled from several  d i f f e r e n t  o f f i ces ,  

2. Division d i r e c t o r s  a r e  l e f t  uncertain as t o  t h e i r  responsi- 
b i l i t y  and au tho r i ty  for  planning and e s t a b l i s h k g  gcals ,  
A bas ic  s t a f f  paper on t h e  AEC reac tor  program, f o r  example, 
began with the  following statement of the  problem, 

"To i d e n t i f y  the  assumpt,ions of t h e  Division of Reactoy De- 
velopment regarding t h e  Com2ssion7s object ives  anu p r io r i -  
t i e s  in respec t  t o  t h e  development of non-mobile reactors ,  
a_wA t c  ind ica t e  t h e  r e l a t ionsh ip  of these object ives  and 
p r i o r i t i e s  t o  e x i s t i n g  and planned programs. 
March 11, 1952) 

1.4EC 152/21 

The one unit present ly  concerned more than any other  with gen- 
el-al pmblems r e l a t i n g  t o  locg range planning a7pears t o  be the 
Operations Analysis S t a f f ,  but they  have no r e spons ib i l i t y  f o r  
apprais ing t h e  general  adequacy of agency planning, and a r e  fn 
some uncertainty as t o  the extent  t o  which they ape e x p c t e d  
Lo k i t i a t e  s tud ie s  i n  a reas  cu t t i ng  across  the  work of other  
d iv is ions .  

- 

4.. There are many mat te rs  on wnich au tho r i t a t ive  working a s s i p t i o n s  
a r e  necessary fo r  e f f ec t rve  s t a f f  planning. An exaxple i s  t h e  
question of t h e  l e v e l  at. which production may be considered ade- 
quate for t h e  weapons supply t o  be l lsaturatedlt ,  Efforts t o  
l e a r n  f r o n  t h e  Department of Defense what this l e v e l  i s  have 
apparently been f u t i l e .  Even i f  t he  saturat ion ieve i  cannot be 
f i rmly  es tab l i shed ,  however, a warking assumption might be 
formalized and cleared with t h e  Depart.ment of Defense as a 
proper means of shar ing ~espons ib i l . i t y  wi th  t h e m  f o r  decisions 
which must be made i n  t h e  next few years  i n  suck! various f i e l d s  
as production, cont rac tor  se lec t ion ,  cornunity management. 

p"" ' 

t o  make s t a f f  pl-ovision f o r  spec ia l ized  a i d  i n  planning, s ince goals and 
schedules and currlsnt o p e r a t a g  dec is icns  have been interdependent and 
have had the a t t e n t i o n  of t h e  Commission, General Manager, and top  s t a f f .  
Planning i s  an in t2g ra l  funct ion of top  management, of course, but it 
i s  one i n  which we bel ieve an ab le  fu12-L.fme s t a f f  would a s s i s t  the Com- 
mission and top  s t a f f  i n  foreseeing and considering the  t rends of 
present programs and t h e i r  in te r - re la t ionships ,  

We recognize -;hat a cons tan t ly  changing p r o g r m  has made it d i f f i c u l t  

(3) -- Pol icy  Promulgation --- CGmmission D e c i s i s  

The pr inc ipa l  record kept of Commission decisions i s  t h e  o f f i c i a l  
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minutes, maintained by t h e  Secretary t o  the  Comiission. The :ninutes 
state a l l  decis ions reached and fr-equently ind ica t e  the  ou t l ines  of t h e  
reasoning leading tcj the  decis ions,  The minutes a r e  given very l fmited 
c i rcu la t ion ;  only tne  General Namager and t h e  General Counsel among t h e  
Commission? s s t a f f  regular ly  rece ive  copies. For each decision reached, 
the  Secretary sends a memorandum i n  behalf of t h e  General Xanager t o  t h e  
s t a f f  d iv is ion  affected,  c i t i n g  t h e  decis ion and requesting t h a t  it be 
implemented. A s  a r u l e  t h e  memorandum contains no account of the  Com- 
mission's discussion, thoulgh occasionally excerpts  of t h e  d r a f t  minutes 
may be at tached,  
drvis ions i f  they have an obvious and immediate i n t e r e s t .  
of any s t a f f  paper considered by t h e  Comission receive copies of a 
"decision sheet" sctt ' ing f c r t h  t h e  bare  decis ion,  

Copies of t h e  memorandum may be sent  t o  o ther  s t a f f  
Recipients 

The repor t ing  of Commission d e c i s i m s  seems t o  us t o  be inadequate, 
Only the bare decis ions al-e giver! general  c i rculat ior i  t o  t h e  top  staff ,  
and t h i s  by a device which i s  i n  sone respec ts  most unsaLisfactory. A 
s t a f f  member may receive,  f o r  example, a paper frm the  O€fice of t h e  
Secretary designatezi AEC 285/1O advis ing simply t h a t  on May 1 t he  Con- 
mission approved the  recommendation of AEC 285/9. 
m i g h t  be b e t t e r  gciided i f  it were aware of t h e  Commissimgs reasoning a s  
wel l  a s  of i t s  decisions, I n  addi t ion  t h e  s t a f f  member w i l l  have t h e  
physical d i f f i c u l t y  cf i n t e r p r e t i n g  t h e  decis ion sheet,  since loca t ing  
the  e a r l i e r  Commission paper may be d i f f i c u l t  a f t e r  a considerable lapse  
of time, 
mhu tes  as a wnole,, we wish t o  emphasize t h e i r  po ten t i a l  value t o  top  
s ta f f  members and t o  point out t h a t  t h e  bulk of tneir contents requi res  
no privacy beyond that unposed by secul-ity regulat ions.  Possible  means 
of b e t t e r  acquaintlng t h e  s t a f f  with the  substance of Commission de-- 
l i be ra t ions  deserve study, A s  r a d o n  examples we suggest ?onsiderat ion 
of per iodic  topica:! a b s t r a c t s  of t h e  mhu tes ,  or systematic d i s t r ibu-  
t i o n  of f u l l  extrac,ts of discussions.  

Frequently t h e  s t a f f  

While respect ing the  need f o r  privacy of t h e  Commissionvs 

Records of ex:Lsting policy and t h e  supporting f a c t s  and reasoning 
a r e  dispersed phys ica l ly  and uncodified,  
t he  minutes o r  other  per t inent  papers deal ing even hnth t h e  a c t i v i t i e s  
f o r  which they a r e  responsible;  on t h e  othel- hand, t h e  Office of t he  
Secretary does not always have documents hQwever important which have 
not been d i r e c t l y  (considered by t h e  C c d r o i o n  or have not grown out of 
d Comission decis ion,  It, is thus  d i f f i c u l t  t o  a sce r t a in  i n  constder- 
ing  any problem whether a l l  ex i s t ing  po l i cy  and  per t inent  f a c t s  a r e  on 
hand. This d i f f i e d t y  i s  complkared by t h e  absence of codi f ica t ion ,  
4 s  we have observed, t he  Office of t h e  Secretary maintains case f i l e s  
in sk@e chronological arder Without deprecating the  conscientious 
work t n a t  has gone into tlzess f i l e s  and t h e i r  uniqGe value, we would 
p o b t  out t he  freqbent d i f f i c u l t y  of a sce r t a in ing  which p o l i c i e s  remain 
i n  e f fec t  and which have been supemeded, as wel l  as whether per t inent  
decisions a re  included h other  documents not cross-indexed. We believe 
t h a t  t h e  codif icat ion of C o m s s i o n  pol icy  on a near ly  current  basis 
should be studied, and w i l l  prove a way of saving time and e f f o r t  of 
busy key people out of a11 proportion t o  t h e  addi t iona l  people who w i l l  

The d iv is ions  do not have a l l  
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be needed. Such codi f ica t ion ,  i f  imaginatively done, might a l s o  be 
of s ign i f i can t  help i n  pol icy  planning. 

(4) Policy Promulgation -- GM B u l l e t m s ;  Manuals 

We propose t o  d iscuss  br-iefly now t h e  means by which po l i c i e s  and 
procedures of general  a p p l i c a b i l i t y  are made known thl-oughout t h e  AEC. 
The bas ic  per t inent  d i r e c t i v e  i s  GM-O&M-l, from which is quoted the  
f ollowing : 

"A Bul le t in  i s  a statement of organization, pol icy,  program 
or procedure. Thougn a l l  s ta tements  0% organization, policy, 
program or procedures, regard less  of t h e i r  form, a r e  appli-  
cable i n  t h e  a reas  of r e s p o n s i b i l i t i e s  assigned the  issufng 
o f f i c i a l ,  it i s  intended t h a t  when such statements a r e  of 
permanent importance they s h a l l  be formalized a s  Bulletins.'? 

Bul le t ins  issued by Washington headquarters for use throughout AEC 
are designated I'GM Bulletins1' e 

There seems t o  be no reasonable a l t e r n a t i v e  t o  maintenance of a 
system of Washington headquarters b u l l e t i n s ,  
t e n t s  of GM Bul le t ins  were t o  be issued in a r e l a t i v e l y  few manuals, 
t h e  d i f fe rence  would be one of format, and the  need €or means of con- 
t inuous issuance of new and revised statements would continue. There 
i s  a tendency t o  th ink  t h a t  changes i n  format w i l l  solve t h e  problems 
which have developed in  t h e  GM Bul le t in  system. Certainly the  question 
of improved format should always be an open one. Several  problems a r e  
involved i n  t h e  GM Bul le t in  system, however, which r e l a t e  t o  questions 
of policy.  

Even i f  most of t h e  con- 

One such probl-em is t o  determine f o r  whom GM Bulletms are writ ten.  
There seems t o  be no doubt that. they should be addressed t o  t h e  Wash- 
ington headquarters s t a f f  and t o  Maragers of Operations. The question 
i s ,  should t h e i r  purpose go beyond t h i s ,  and include giving e s s e n t i a l l y  
a l l  necessary ms t iwc t ion  (within the  scope of t h e i r  subject  mat ter)  
t o  the  s t a f f s  i n  the  f i e l d  of f ices ,  and t o  contractors?  It i s  c l e a r  t o  
us t h a t  general ly  : t t  should not.  There a re ,  of course, cases i n  which 
manuals can be issued t o  f i e l d  employees and contractors ,  which w i l l  
provide satisfactoi-y guidance with a minimum of supplemental i n s t ruc t ion  
a t  t h e  f i e l d  l e v e l .  Some such manuals a r e  i n  use; t h e  issuance of 
o thers  -- several  a r e  now i n  preparat ion -- should be regarded as urgent. 
I n  general ,  however, a headquarters i n s t r u c t i o n  requi res  in t e rp re t a t ion ,  
e laborat ion and ed i t i ng  before it can be f u l l y  he lp fu l  t o  t h e  f i e l d  em- 
ployee or t h e  contractor .  This i s  i n  our opinion properly the  job of 
t he  Manager of Operations, and GM Bu l l e t in s  should not be thought of as 
addressed t o  individuals  below h i s  l eve l ,  or  t o  contractors .  Clar i f ica-  
t i o n  i s  needed on t h i s  e s s e n t i a l  point .  

A ce r t a in ly  fundamental shortcoming of t h e  GM Bul le t in  system today 
i s  t h a t  t he  mandatory nature  of t he  provisions of GM Bul le t ins  i s  not 
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es tab l i shed .  T h i s  i s  i n  pa r t  because of poor ed i t ing ;  c l e a r  diStiSCtiOn 
i s  not always made between what i s  offered €or guidance and what i s  
s e t  f o r t h  as required. I n  addi t ion  it i s  probable t ha t  r eco l l ec t ions  of 
some e a r l y  AEC h i s t o r y  cause confusion on t h i s  matt,er. 
a t  which time decen t r a l i za t ion  was extreme, t h e  term "GM Bulletint1 w a s  
devised t o  replace t h e  term llGM Ins t ruc t ion"  which had been used e a r l i e r .  
This change came about as t h e  r e s u l t  of ob jec t ion  made by f i e l d  o f f i c i a l s  
t h a t  issuances desi-gnated as "instructions" l e f t  them inadequate dis- 
c r e t i o n  and seemed out of keeping w i t h  t h e  Commissionss professed 
philosophy of decentralizatior!.  
and Washington off:_cials were a l i k e  informed tna t  Bu l l e t in s  were intended 
as guidance and t h a t  l i t e r a l  compliance with them w a s  not t o  be expected 
i n  view of t h e  d i v e r s i t y  of conditions throughout t h e  organization, We 
have noted e a r l i e r  t h a t  cont rac t  provisions a f f e c t  mplementation of 
GM Bu l l e t in s ,  and p a r t i c u l a r l y  t h a t  i n  some cases con t r ac t s  provide the  
l o c a l  manager with no b a s i s  for requi r ing  compliance witn t h e  terms of 
an order from AEC headquarters. It i s  hard t o  see how the  GM Bul l e t in  
system can operate successfu l ly  i f  t h e  requirements i ssued  through it 
a r e  considered as anything other than mandatory. 
considered, howeve:", t h e  Managers must be provided w i t h  cont rac tua l  bas i s  
f o r  i n s i s t i n g  on implementation within t h e  cont rac torsP  organizations,  
A s  has  appeared from discussion i n  Section l ( d ) ,  t h i s  will requi re  
agency-wide action.+< 

I n  March, 1948, 

A t  t h e  time of t h i s  change f i e l d  o f f i c i a l s  

Before they  can be so 

A t h i r d  fundamental problem i s  t h a t  of coordlrrating t h e  GM Blrl letln 
system i n  Washingtlm headquarters. The coordination requi red  i s  of a 
much f i rmer  and more aggressive nature than  t h a t  which has  been performed 
t o  da t e  by t h e  Division of Organization and Personnel, 
t h e  elements of t h e  necessary coordination should be defined and tha t  it 
should then be made t h e  r e s p o n s i b i l i t y  of a un i t  of t ne  heaaquarters s t a f f .  
I f  t h i s  u n i t  i s  not w i t h k  t h e  Office of t n e  General Manager, it" should 
presumably be w i t n m  t h e  D i v i s i o n  of Organization and PeI-sonnel. 

We be l ieve  t h a t  

We have now alluded t o  baslc problems i n  t h e  GM 5 L l l e t i n  system 
which c a l l  f o r  decision a t  t h e  General Manager l e v e l ,  The na ture  of some 
of t h e  l e s s  fundamental problems w i l l  be m p i i e d  i n  t h e  following l is t -  
i n g  of t h e  d u t i e s  and questions with which we be l ieve  t.he coordinating 
headquarters mit would be concerned. 

'.:The mandatory nature or' apparent requirements o€ GM B u l l e t i n s  i s  fu r the r  
thrown i n t o  doubt wnen exceptions a r e  allowed by Washington headqaarters 
i n  t h e  cases of p a r t i c u l a r  cont rac tors ,  
headquarters, DuF'cnt was recent ly ,  and a ~ ,  i t s  own ins f s t ance ,  p a r t i a l l y  
exempted from requirements of GF-SSCS-39 concerning recording of ce r t a in  
cost  information i n  cases when b ids  a re  no-t obtained by formal advertis-  
ing. The arguments of fe red  by t h e  DuPont Company in reques t ing  exempt- 
ion  were arguments which could j u s t  as v a l i d l y  be made by numerous con- 
t r a c t o r s  throughoLt t h e  program. 

Thus, by ac t ion  of Washington 
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(a) Issuances should be reviewed f o r  c l a r i t y .  This i s  espec ia l ly  
important in connection with assignments of r e s p o n s i b i l i t y  and 
modif icat ions of ex i s t ing  delegations,  It i s  s imi l a r ly  mpor t an t  
i n  assur ing  c l e a r  d i s t i n c t i o n  between what i s  required and what 
i s  o€fered as mere guidance. 

(b)  
management or spec ia l  management p o l i c i e s  of AEC should be ques- 
t ioned  and i f  not corrected brought t o  t h e  a t t e n t i o n  of t h e  Gen- 
e r a l  Manager. The question of placing a t h e  l i m i t  on any proposed 
r e s t r i c t i o n  of' t h e  au tho r i ty  of f i e l d  o f f i c e s  s h o d d  be r a i s e d 3  

Non-conformance of issuances with bas ic  p r i n c i p l e s  of good 

( c )  
concern. Though GM Bu l l e t in s  a r e  now voluminous, Lhey a r e  not  
complete by t h e  standard s e t  i n  t he  port ion of GM-O&M-l quoted 
above.-x+c 
GI4 Bul le t ins  a r e  i ssued  by t h e  au tho r i ty  of the  General Manager -- 
t h a t  is, of the  highest  AEC s t a f f  echelon. 
f i e l d  a r e  separated from t h i s  echelon by one or two add i t iona l  
echelons i n  Washington, and a r e  grouped i n  four separa te  organi- 
za t ions ,  each under a 'dashington program div is ion .  There i s  no 
doubt t h a t  t h i s  has  tended t o  l i m i t  GM Bu l l e t in s  t o  matters of 
i n t e r e s t  throughout t h e  f i e l d ,  and has  encouraged issuance of 
d i r e c t i v e s  in l e s s  formal form by d iv is ion  d i r e c t o r s  when only the i r  
own f i e l d  o f f i c e s  have been involved. 
t h a t  only one b u l l e t i n  system -- l?GM" -- w i l l  be maintained i n  
Washington hesdquarters.  
from a l l  Washington d iv is ions  and o f f i ces ,  ou t l in ing ,  with t a r g e t  
dates ,  t h e i r  fu tu re  plans f o r  new b u l l e t i n s  and for r ev i s ing  
ex i s t ing  b u l l e t m s .  
followed up, 
pe r iod ica l ly  ( i f  no other  so lu t ion  t o  t he  problem i s  devised) 
t o  insure  t h a t  pol icy statements appearing i n  them a r e  properly 
r e f l ec t ed  i n  bu l l e t in s .  

Keeping GM Bul le t ins  complete and current  must be of constant 

This  s i t ua t ion  may have been inv i t ed  by t h e  f a c t  t h a t  

The )Tanagers i n  t h e  

(It has long been agreed 

Issuance programs should be obtavled 

These programs should be evaluated and 
The minutes of t h e  Commission should be reviewed 

( d )  
be improved and enforced. 

Procedures f o r  expediting ?'clearance"? o€ new issuances should 

(e)  
t h e  use of bLJlet ins ,  through b e t t e r  ed i t ing ,  for example, com- 
bining of Bul le t ins  i n  manuals, or devis ing mcre d e t a i l e d  subject 
i nd ices  than now ex i s t .  

Continuing study should be given t h e  problem of simplifying 

'' ,, - C,F, pg. 68 

e > o  _ _ _  
' x "  The number of Bu l l e t in s  issued i n  some of t he  var ious ca tegor ies  may 

be ind ica t ive ;  only one b u l l e t i n  has  been issued i n  t h e  category 
rlClassif i ca t ionr l ,  one in "Community Management??, two i n  "Reactor De- 
velopmentl?, and none i n  ??Mil i tary Application?'. 
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( f )  
ac t ion  i n  t h e  f i e l d ,  and for t he  responsiveness of t h a t  act ion t o  
GM b u l l e t i n  requirements, should be devised and put i n t o  e f f e c t .  

(g)  One of t h e  c o s t l i e s t  operations involved i n  t h e  issuance 
system -- t h a t  of t he  means of implementation of a GM b u l l e t i n  in 
t h e  f i e l d  -- should receive ove ra l l  study. 
do not  t h ink  b u l l e t i n s  can be d ra f t ed  i n  Washington which are 
s u i t a b l e  i n  themselves a s  i n s t ruc t ions  t o  f i e l d  s t a f f s  or  con- 
t r a c t o r s .  Neither do we t h h k  it i s  a good p rac t i ce  t o  forward 
GM b u l l e t i n s  t o  cont rac tors  with a covering l e t t e r  from t h e  
Operations Off ices  requesting compliance and giving in t e rp re t a -  
t i o n  and f u r t h e r  information.* 
b u l l e t i n  by eaxh of 10 Operations Off ices ,  however, represents  a 
major load on t h e  f i e l d  s t a f f s .  
would be m e r i t .  fn a t  least some cases  i n  t r a n s m i t t k g  t o  t h e  
Operations Off ices  with new GM b u l l e t i n s ,  re-writes such as would 
appear s u i t a b l e  for issuance by an Operations Off ice ,  with blanks 
l e f t  where f i e l d  o f f i c e  o f f i c i a l s  should be designated, or other  
l o c a l  information given. 
po in ts  r equ i r ing  in t e rp re t a t ion .  
t he  d i s c r e t i o n  of the  Manager of Operations and i t s  sole purpose 
t o  s implify reissuance and cut down the  time spent i n  r e i s su ing  
b u l l e t i n s  throughout t he  f i e l d ,  

Procedures f o r  checking on the promptness of implementing 

A s  has been s ta ted ,  we 

The reissuance of v i r t u a l l y  every 

We have wondered whether t he re  

The re-write would c a l l  a t t e n t i o n  t o  
I t s  use would be e n t i r e l y  a t  

Q This p r a c t i c e  is now common i n  AEC. 
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c. Evaluation 

Evaluation of performance against  goals and standards is a bas ic  re- 
spons ib i l i t y  of management. 
a t  several  po in t s  i n  t h i s  report .  
out t h a t  one way of s t a t i n g  the  r e spons ib i l i t y  of contract ing o f f i c e r s  
i s  t h a t  they  should assure  themselves t h a t  t h e  cont rac tors  understand 
t h e i r  ob jec t ives  and a r e  tak ing  adequate s t eps  t o  achieve them; t h i s  
requi res  evaluat ion not  only of work done but of prospects f o r  f u t u r e  
work, Evaluation of contractor  work a l s o  a f f e c t s  AEC s t a f f ing ,  s ince  in 
general f i e l d  staff 's  may be reduced as performance of t he  cont rac tors  
i s  dependably shown t o  improve. Precise  evaluation of contractor  con- 
t r i b u t i o n s  w i l l  be necessary i f  incent ives  are t o  be introduced i n t o  
contracts ,  so t h a t  cos t  reductions a t t r i b u t a b l e  t o  contractor  management 
e f f ic iency  can be dis t inguished from reductions due t o  g rea t e r  volume or 
process development. Further,  r e l i a b l e  ways of measuring or evaluat ing 
performance a r e  es : jen t ia l  t o  s t imulat ion of competition between d i f f e r -  
ent AEC cont rac tors  or d i f f e r e n t  u n i t s  within AEC or cont rac tor  organiza- 
t ions .  F ina l ly ,  t h e  r e l a t ionsh ip  of evaluation t o  discussions e a r l i e r  
i n  t h i s  chapter on personnel performance revrew and development of 
executive personnel i s  obvious. 

Aspects of evaluation i n  AEC are discussed 
I n  t h e  f i r s t  sect ion,  it was pointed 

P r inc ipa l  instruments of evaluation i n  AEC a r e  inspect ions and re- 
ports ,  on each of .which b r i e f  comment appears below. 

(1) Inspect ion 

We have not  found t h a t  a comprehensive vfew of inspect ion as a 
technique by which headquarters evaluates perfomance i n  t h e  f i e l d ,  i s  
taken i n  Washington headquarters;  ra ther ,  t h e  many kinds of spec ia l ized  
inspect ions seem o rd ina r i ly  t o  be considered kcl ividdal ly .  
l a rge ly  explain t h e  grea t  v a r i e t y  i n  current inspect ion p rac t i ces ,  I n  
cer ta in  f i e l d s  -- notably property management, physical  secur i ty ,  con- 
s t ruc t ion ,  and source and f i s s ionab le  mater ia l s  accountabi l i ty ,  -- 
inspect ion i s  more o r  l e s s  systematical ly  car r ied  on by t h e  i n t e r e s t e d  
units of t he  Washmgton staff, 
dom, and in s t i l l  o the r s  -- including several  in  the  a reas  of personnel-: 
and management -- i t ,  can hardly be sa id  t o  ex i s t .  
ing up on r e s u l t s  of mspect ion a r e  eimilar-iy diverse .  

This may 

I n  o t h e r  f i e l d s  inspect ion i s  more ran- 

Prac t i ces  of follow- 

Inspect ion may be overdone as wel l  as s l igh ted ,  and no implicat ion 

Recognizing, however, t h a t  most of t h e  Washington d iv i s ions  
i s  intended t h a t  a wholesale increase of inspection a c t i v i t i e s  should be 
i n i t i a t e d .  
and o f f i ces  should be concerned f n  inspect ion of t he  f i e l d ,  one would 

-X-For comment on the, value of inspect ion by headquarters u n i t s  i n  evalua- 
t i n g  f i e l d  s t a f f i n g ,  see discussion of question four of t h e  JCAE 
l e t t e r ,  i n  Chapter Five of our report  of Apri l  13, 2953- 
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if possible means by which t h e  b e n e f i t s  of repor t s  required or proposed 
can be weighed aga ins t  t h e i r  c o s t s  i n  terms of d o l l a r s  and man-hours. 

This continuing study might e a s i l y  extend beyond questions of s i m -  
p l i f i c a t i o n  and j u s t i f i c a t i o n  t o  t h e  second problem mentioned, of improv- 
ing  t h e  usefulness of t h e  r e p o r t s  required. 
seems t o  stand to bene f i t  from f i x i n g  r e spons ib i l i t y  a t  a cent ra l  point.  
The spec ia l  r e p o r t h g  needs of t h e  Commission and General Manager, which 
we understand are now under review, should be included i n  t h e  study, 
f o r  t he  demands on t h e  t h e  of t hese  men a r e  such t h a t  they cannot be 
expected t o  review r e p o r t s  prepared t o  meet t h e  more d e t a i l e d  require- 
ments of t h e  Washington d iv i s ions ;  t he  r epor t s  mcst usefu l  t o  them a r e  
t e r se ,  frequent high-light repor t s ,  and grapriic report  5 by which per- 
formance can I-eadiILy be measured aga ins t  programs, 

Work on t h i s  problem too, 

We wish t o  ofj"er brief f u r t h e r  comment on the  need discussed above 
for evaluation of cont rac tor  performance. A t  present, r epor t s  evaluating 
the  ove ra l l  performance of c o n t m c t o r s  appear t o  be reqaiyed only f o r  
construction work: 

"The Contract Board s h a l l  maintain the  following records . (f 

(e )  A s  t o  performance, a record wnich mil  show t h e  e f f ec t -  
iveness with whicn t h e  f i r m  performed cost-plus-a-f zed - fee  work, 
i n  order t h a t  i t s  q u a l i f i c a t i o n s  may be evaluatea €or any 
f u r t h e r  work a i  t h e  Office of Operations or a t  o ther  Offices of 
Operations ." (Section 4-24 of t he  Contract Manual. \ 

We bel ieve  t h a t  formal evaluation @ o d d  use fu l ly  be put on a r egu la r  1 
bas i s  x t t h  respec t  t o  a19 cost.-type cont rac tors  and perhaps i n  a re la -  
t i v e l y  l imi ted  way with respec t  t o  some lump sum contractors.  
formation f o r  t h e  necessary r e p o r t s  on ind iv idua l  cont rac tors  could be 
obtained from r e p o r t s  now being made., f o r  i n  sone management f i e l d s  -- 
safety,  operating s t o r e s  inventor ies ,  SF accountabi l i ty  .-- measures of 
performance have been devised which permit comparisons and appra i sa l  
of progress. 
out t h e  evaluation should no t  be confined t o  a reas  i n  which p rec i se  
s t a t i s t i c a l  da ta  can be developed, Thus, an annual r epor t  might be 
made by t h e  cont rac t ing  o f f i c e r  on t h e  performance of each of h i s  con- 
t r a c t o r s ,  where poss ib le  eva lua t ing  performance w i t h  respect t o  s t a t e d  
standards and goals, and adding comment on those aspec ts  of performance 
not sobject. t o  s t a t i s t i c a l  p resenta t ion ,  Such evaluation wodd be 
valuable not only i n  documenting f u t u r e  contract  ac t ions ,  but a l s o  i n  
defining what i s  expected from cont rac tors  and i n  encouragmg Improve- 
ment. 

Some in- 

Additional spec i f i c  measures could be worked out as well, 
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d. Delegations , 

(1) Int roduct ion  

I n  t h e  f i r s t  sec t ion  of t h i s  repor t  we reached t h e  conclusion t h a t  
AEC needs t o  s t a t e  c l e a r l y  and e x p l i c i t l y  what t h e  r e s p o n s i b i l i t i e s  of 
the  agency a r e  in e d m k i s t e r i n g  i t s  cont rac ts ,  and what i s  expected of 
f i e l d  managers. Cl-arification of po l icy  on cont rac t  administration i s  
c lose ly  t i e d  i n  wit,h t h e  AEC system of delegation of r e s p o n s i b i l i t y  and 
authority,  since f i e l d  managers der ive  t h e i r  au tho r i ty  in  cont rac t  ad- 
minis t ra t ion  and t h e i r  po l icy  guidance from t h e i r  superiors i n  the or- 
ganization. 
delegations, t o  see whether r e spons ib i l - i t i e s  a r e  c l e a r l y  def b e d  and 
distinguished and whether t h e  channels from t h e  contractor t o  t h e  Com- 
m-ission a r e  c l e a r  and adapted t o  t h e  needs of t h e  various programs. 

'We w i l l  look i n  t h e  present sec t ion  a t  t h e  AEC system of 

I n  our review of A X  de lega t ions  we have kept i n  rrimd seve ra l  
generally accepted p r inc ip l e s  of management. 
i n  t h e  form of po l icy  adopted by t h e  Comrissionz. in t h e  AEC Personnel 

Three of these a r e  s t a t ed  

Polic;tr:+:-i.C 

(a) Assigrment of r e s p o n s i b i l i t y  w i l l  c a r ry  with it com- 
mensurate de lega t ion  cf au thor i ty ,  

(b) An employee w i l l  no t  be required t o  report d i r e c t l y  t o  
more than one supervisor. 

( c )  In s t ruc t ions  and d i r e c t i o n s  r e l a t i n g  t a  work assign- 
ments will be communicated t o  him only thrcugh, o r  with 
t h e  agreement of , t h e  h i e d i a t e  supervisor. 
ability f o r  freedom and i n f o m a l i t y  i n  s t a f f  communica- 
t ior,s  and working r e l a t ionsh ips  a t  and between 211 

("The des i r -  

'+:-It i s  not, t o  be assumed that t h e  Personnel Policy i s  intended t o  apply 
only t o  t h e  per:jonriel problems of employees i n  the  lower grades, 
P o l i 9  it se l f  s t a t e s  t h a t  "Application of t h e  p r inc ip l e s  underlying 

a l l  l e v e l s  and of all other employees." 
the  Commission (Meeting 496, Xov. 21, 1950), f o r  t h e  January, 1951, 
ed i t ion  of t h e  ]'olicV, s t a t e s :  
contains t h e  p r inc ip l e s  which must be put i n t o  p rac t i ce  i f  our manage- 
ment i s  t o  meet t h e  t e s t .  We want t hese  p r inc ip l e s  t o  be applied with 
increasing s k i l l  by a l l  of us i n  t h e  AEC a t  a l l  l e v e l s  of management 
throughout t h e  z r i t i c a l  days ahead." 

The 

rriust be an i n t e g r a l  p a r t  of t h e  d a i l y  a c t i v i t i e s  of supervisoys a t  
The tTPrefacelT authorized by 

"Ye be l ieve  t h a t  (The Personnel Policy) 
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orgarA.zationa1 l e v e l s  i s  emphasized; always recognizing, 
however, t h e  s i n g l e  l i n e  of au tho r i ty  necessary in tak- 
i n g  o f f i c i a l  action.") 

Two o ther  t r a d i t i o n a l  management p r inc ip l e s  have seemed to u s  p e r t i -  
nent t o  t h e  present, discussion: 

(a) A delegation should include clear-cut d e f f n i t i o n s  of t h e  
r e s p o n s i b i l i t i e s  and a u t h o r i t i e s  of t h e  o f f i c i a l  con- 
cerned, as we l l  as of h i s  r e l a t ionsh ip  t o  o ther  o f f i c i a l s  
with whom he ordinal-ily works. 

(b) Clear and e a s i l y  understood l i n e s  of a u t h o r i t y  should run 
from t h e  top  t o  t h e  bottom of an organization. 

( 2 )  The Basic P a t t e r n  of Delegation i n  AEC 

It i s  proposed t o  d i scuss  here  t h e  basic p a t t e r n  of delegation i n  
AEC a s  o f f i c i a l l y  s t a t ed  and as modified i n  a c t u a l  operations. It i s  
important t o  understand t h e  bas ic  pa t t e rn ,  among other reasons, because 
it i s  widely regarded outside t h e  agency, and sometimes within it, as 
indica t ing  d e f i n i t e l y  how delegation i s  e f fec ted  by AFC. 

The Commission has s t a t e d  t h a t  it ge t s  job done "through a care- 
f u l l y  decent ra l ized  management chain1', and t h a t  "operations have been 
assigned, along wi th  commensurate au thor i ty  and r e spons ib i l i t y ,  t o  f i e l d  
managers and through them t o  contractorsf1.-::- 
t he  general  b a s i s  i n  o f f i c i a l  d i r e c t i v e s  and records f o r  delegation 
from t h e  Commission down t h e  chain t o  t h e  f i e l d  o f f i c e  l eve l .  

We propose t o  consider f i r s t  

(a )  Commission and General Manager 

No p a r t i c u l a r l y  informative document explaining t h e  func t ions  of 
t h e  Commission has come t o  our a t t en t ion .  A publ ic  statement on t h e  
subject appearing i n  the  Commission's Twelfth Semi annual Report+*- a s s e r t s  
t h a t  "the Commissioners confer and a c t  as a body on important mat te rs  of 
policy, programs and administration," and continues: 

"The Commissioners e s t a b l i s h  p o l i c i e s  and program pursuant t o  
t h e  provi.sions of t h e  Atomic Energy Act, d i r e c t  t h e  adminis- 
t r a t i o n  2nd executive functions of t h e  Commission t o  be d is -  
charged by t h e  General Manager, appoint t h e  p r i n c i p a l  o f f i -  
c e r s  of t h e  Commission's organization, and take  such o ther  

3 AEC 255/5 
+y-Ma,jor A c t i v i t i e s  i n  t h e  Atomic Energy Program, January-June, 1951, 

United S t a t e s  At,omic Energy Commission, Ju ly  1951 
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ac t ion  as may be requi red  t o  e f f ec tua te  t h e  purposes and 
p o l i c i e s  of t h e  Atomic Energy Act." 

The func t ion  of t h e  General Manager i s  described thus i n  t h e  Twelfth 
Semiannual Report: 

"The General Manager i s  responsible t o  t h e  Commission f o r  formu- 
l a t i o n  of p o l i c i e s  and programs by t h e  Commissionas divisions." 

The cur ren t  "Statement of au tho r i ty  of t h e  General Managert1 signed 
by the  Chairman on October 30, 1950, reads i n  p a r t  as follows: 

"The General Manager of t h e  Atomic E n e r a  Commission i s  
authorized and d i r ec t ed  t o  discharge the  executive and 
adminis t ra t ive  func t ions  of t he  Commission. The General 
Manager may discharge those  functions througn such off%- 
cers,  empl-oyees, and agencies of t he  Commission as he may 
designate,, and may exerc ise  t h e  s t a tu to ry  a u t h o r i t i e s  of 
t he  C0mmi:;sion i n  t h e  discharge of those functions.  

"Any a u t h o r i t y  here in  delegated may, within t h e  d i sc re t ion  
of t he  General Manager, be redelegated with or without 
au tho r i ty  t o  make successive delegations, and under such 
terms, conditions and l i m i t a t i o n s  as he may deem appro- 
priate."% 

It i s  not poss ib le  t o  d iscern  c l ea r ly ,  e i t h e r  from such broad state- 
ments as quoted above, o r  from other  o f f i c i a l  statements on AEC adminis- 
tya t ion ,  s p e c i f i c a l l y  how r e s p o n s i b i l i t i e s  a r e  divided between t h e  Com- 
mission and t h e  chief member of i t s  s t a f f .  
t o  t h i s  dfv is ion ,  -the Secre ta ry  t o  t h e  Commission r ep l i ed  t h a t  t h e  
Commission d e s i r e s  " to  consider those fssues which have important OF 
long range implications f o r  t h e  f u t u r e  of t he  atomic energy program, 
rather than t o  consider spec i f i c  ca tegor ies  of problems" and t h a t  "there- 
for-e, t h e  type of Ynformation des i red  by the  Commission and t h e  i s sues  
upon which t h e  Commissioners d e s i r e  t o  take act4on i s  necessa r i ly  
always i n  t rans i t ion . lT  
i n  prac t ice ,  as d i s t i n c t  from t h a t  in t he  formal "Statement of Authority", 
has  thus not been expressed i n  sumnary form, and t h e  l i n e  between mat te rs  
within t h e  a u t h o r i t y  of t h e  General Manager and those requi r ing  ac t ion  
by the  Commission fs i n d i s t i n c t  and changing. 

I n  response t o  o w  inqui ry  as 

The a c t u a l  au tho r i ty  held by t h e  General Manager 

We have examined seve ra l  s p e c i f i c  de l inea t ions  of t h e  General 
Manager's au tho r i ty  contained i n  t h e  Commission's minutes, on such mat te rs  
a s  land condemnation and establishment of pos i t ions  higher than GS-15, 
but these  do not seem t o  be of general  significance.  

<-This "Statement of Authority" i s  subs t an t i a l ly  i d e n t i c a l  t o  t h a t  
issued t o  t h e  Conmissiont s f i r s t  General Manager. 
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(b) Off ice  of t h e  General Manager. 

Within t h e  Off ice  of t h e  General Manager, t h e  Deputy General Manager 
"is authorized t o  take  ac t ion  f o r  t h e  General Manager on a l l  mat te rs  
f a l l i n g  within t h e  au tho r i ty  of t h e  General Manager*'.+' 

The Ass is tan t  General Manager f o r  Manufacturing i s  authorized t o  
take  ac t ion  on behalf of t h e  General Manager on (among o ther  th ings) :  

" A l l  progranwconcerning: 

a. The Division of Raw Materials,  h c l u d i n g  exploration and 
procuremeclt of r a w  materials . . . 
b. The Division of Production, including t h e  production of 
fissionab1.e and spec ia l  ma te r i a l s  . . . 
e. The Division of Construction and Supply, including t h e  . VX-3 design and construction of p l an t  f a c i l i t i e s  . . 

The Ass is tan t  General Manager f o r  Manufacturing i s  a l s o  given dele- 
gable contract  a u t h o r i t y  without s p e c i f i c  f i n a n c i a l  l i m i t a t i o n s  and he 
i s  authorized, i n  t h e  absence of t h e  General Manager and Deputy General 
Manager, t o  take  a c t i o n  f o r  t h e  General Manager on a l l  mat te rs  f a l l i n g  
within t h e  au tho r i ty  of t h e  General Manager. 

( e )  - Delegation t o  Washington Divisions 

By means of Gb! b u l l e t i n s ,  "primary functions1? have been assigned t o  
t h e  six Washington "programT1 d iv is ions .  
functions are: 

The most fmportant of these  

Division of Research: 
f i e l d  of t h e  phys ica l  sciences.  

Research r e l a t i n g  t o  atomic e n e r a  i n  t h e  

Division of EioloRy and Medicine: 
energy i n  the  f i e l d s  of biology and medicine. 

Research r e l a t i n g  t o  atomic 

Division of Raw Materials: Ekploration, mining, acquis i t ion ,  and 

0 GM-Odvl-,? 
-:-%This item (2) of' t h e  delegatiori IS confusing in t h a t :  

1. On? might i n f e r  from it- that t h e  Division of Construction & Supply 
nas " l ine  authorityt1 over t h e  design and construction of p l an t  
f a c i l i t i e s ,  which i s  not t h e  case, and 

Manager f o r  Manufacturing with l i n e  au thor i ty  over design and con- 
s t ruc t ion  of p l an t  f a c i l i t i e s  undertaken by d iv i s ions  which do not 
repor t  t o  hirn -- e.g., Division of Reactor Development, Division of 
M i l  it a ry  App:Li c a t  ion. 

2. It might appear (as i s  not t h e  case) t o  endow t h e  Ass is tan t  General 
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production of raw source mater ia l s  and uranium concentrates,  and 
t h e  procurement of c e r t a i n  spec ia l  mater ia ls .  

Division of Reactor Development: Development of reac tors ,  in- 
cluding t h e  equipment and processes which w i l l  make poss ib le  
t h e i r  e f f ec t ive  and safe  use. 

Division of Production: 
mater ia l s ;  production of f i s s ionab le  mater ia l s ;  procurement and 
processing or production of spec ia l  mater ia l s ,  spec ia l  equipment, 
and mater ia l s  c r i t i c a l  t o  AEC operations.  

Processing of raw mater ia l s  t o  feed 

Division of Military Application: Research, development, pro- 
duction, and t e s t i n g  i n  t h e  f i e l d  of atomic weapons. 

The respons ib i - l i ty  of t h e  Director  of each of the  above d iv is ions  
includes, with respect. t o  h i s  assigned funct ions,  coordination, review 
and defense of budgets, and "the general  supervision of expenditures 
made under t h e  approved budgets and programs".+> 

The Divisions of Raw Materials, Reactor Development, Production, 
and YAlitary Application a re ,  i n  addi t ion,  given cer ta in  (delegable) 
au thor i ty  t o  make and administer cont rac ts ,  (no spec i f i c  monetary 
l imi t a t ion  i s  hp0;jed on t h e i r  contract  au thor i ty)  and a r e  charged with 
supervision of t he  "direct.?? AEC f i e l d  a c t i v i t i e s  under them. 

The o ther  Washington d iv i s ions  (Construction and Supply; Finance; 
Organization and Personnel; Information Services;  Security;  and General 
Counsel) are ,  i n  general ,  delegated ??staff"  funct ions without d i r e c t  
r e spons ib i l i t y  f o r  t h e  performance of cont rac tors  or f i e l d  of f ices .  

;:The word T1general," i s  omitted i n  t h e  case of t he  Division of Reactor 
De ve 1 opment ( GM-C&M- 5 ) 
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The general  pa t t e rn  of delegation wi th in  Washington headquarters i s  
thus as follows: 

~ 

Commission 

-.Division of Information 
Services 

- Division of Organization 
and Personnel 

I 1 General Manager 

I I 

1 Office of C las s i f i ca t ion  

I Office of General Counsel 
- 

Office of Special  P ro jec t s  - 

Assis tan t  General 
Mgr. f o r  Nanufactur- 

Production 
~ 

Dive of I Construct. 

(d) Delegations t o  Managers of Operations 

Each Manager of Operations rece ives  h i s  delegation from and r epor t s  
t o  one of four  Washington program div is ions .  Thus, with respect t o  t h e  
f m c t i o n s  f o r  which Managers of Operations are responsible t o  t h e i r  im- 
mediate superiors,  standard p a t t e r n s  of t h e  management chain have evolved 
such a s  t h e  following. These p a t t e r n s  a r e  bas ic  i n  t h e  Commissionrs 
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operations,  though ELS w i l l  appear, they a r e  s u b s t a n t i a l l y  modified i n  
practice::  

3 

Comis  s ion  
- 

General Manager I 
Assis tan t  General Manager 
f o r  Manufacturing 

or Raw Materials 

Manager of Operations 

Contract or  

General Manager c 
Director of Mi l i t a ry  
Application or Reactor 
Development 

I Manager of Operations 

Contract o r  

(3) P a t t e r n s  of Delegations i n  P rac t i ce  

We t u r n  now t o  consideration of respec ts  i n  which AEC*s r e l a t i v e l y  
simple bas i c  delegation pa t t e rns  have become complicated and sometimes 
confused in p rac t i ce .  Examples a r e  given below of o f f i c i a l  d i r e c t i v e s  
or delegations which have t h e  e f f e c t  of complicating t h e  bas ic  pa t te rns .  

(a) Multiple Respons ib i l i t i es  of Managers of Operations 

The de lega t ion  of each Manager of Operations appears t o  give hfrr, 
broad r e s p o n s i b i l i t y  and au thor i ty  f o r  administering programs of primary 
i n t e r e s t  t o  t h e  Washington Division t o  which he r epor t s .  
t i o n  also provides a basis'.? on which t h e  Manager may be assigned 
r e s p o n s i b i l i t y  f o r  admmistering contracts,  or providing management for 
execution of programs, for which primary r e s p o n s i b i l i t y  i n  t h e  Washing- 
ton  s t a f f  r e s t s  with d iv is ions  o ther  than t h a t  t o  which t h e  Manager re- 
ports.  
b l e  program d iv i s ions  i n  t h e  preparation of budgets and t h e  supervision 
of expenditures made under approved programs" .+E- 

Each delega- 

Each Manager i s  given r e spons ib i l i t y  "for a s s i s t i n g  t h e  responsi- 

-%In most cases t h i s  i s  s p e c i f i c a l l y  spe l led  out i n  t h e  delegations; i n  a 
few t h e  assignment would probably be based on statements t h a t  "spec ia l  
functions" or "administration of o ther  programs or contracts" may be 
assigned. 
-:+$The omission of t h i s  wording from t h e  delegation t o  the  Grand Junction 
Operations Office (GIMYkM-20) i s  probably of academic i n t e r e s t  only, 

- 49 - 
9 G O b 3 1 3  DOE ARCHIVES 

4i 



A s  w i l l  appear,, few Operations Offices do not a c t u a l l y  (in a t  l e a s t  
some senses) administer major programs f o r  severa l  Washington d iv is ions ,  
Such programs may comprise a l l  of t h e  work done under spec i f i c  con- 
t r a c t s ,  or a p a r t  of t h e  work done under a l a r g e  cont rac t .  
s i t ua t ion ,  of course, complicates t h e  p a t t e r n  of delegation, so t h a t  it 
would appear possib:Le t o  t r a c e  t h e  r e s p o n s i b i l i t y  f o r  work done under 
t h e  Carbide and Carbon contract  ( f o r  example) from t h e  Commission t o  

This 

contractor,  thus: 

for Manufactur. 

t he  

_II 
Div. of 
Product ion 

1 Carbide & Carbon1 

The r o l e  of t he  Washington d iv i s ions  i n  t h e  l i n e  of r e spons ib i l i t y  

The r e l a t ionsh ip  between each Manager and Washing- 
as it runs downward from t h e  General Manager has been discussed i n  Para- 
graph (2) ( c )  above. 
t on  program d iv i s ions  other than t h e  one t o  which he r epor t s  ( r e fe r r ed  
t o  he rea f t e r  a s  t h e  "Darent dTvisionl') i s  i l lumina ted  bv t h e  following " v 

sentences, which appear i n  t h e  bas ic  delegations of a l l  Managers: 

"Problems or questions involving t h e  j u r i s d i c t i o n  of Wash- 
ington program d i r e c t o r s  other than t h e  Direc tor  of ( the  
parent d iv is ion)  which cannot be resolved by d i r e c t  ne- 
go t i a t ion  between t h e  Manager and t h e  Direc tor  concerned, 
s h a l l  be r e fe r r ed  t o  t h e  Director (of t h e  parent  d iv is ion) .  
Direct communication with a l l  Divisions i n  Washington on 
mat te rs  per ta in ing  t o  t h e  assigned func t ions  of such Divi- 
s ions  i s  authorized and encouraged.11.': 

+In the  case of t h e  Grand Junction Operations Office (GM-O&M-20) t he  f i r s t  
sentence r e f e r s  t o  Tn$ashington Division Directors" r a t h e r  than t o  Wash- 
ington program directors".  
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Thus, while t h e  parent d iv is ion  becomes involved i n  ser ious  d is -  
agreements between ,a Manager and another Washington program divis ion,  and 
while i n  p rac t i ce  budget communications between program d iv i s ions  and 
Managers a r e  usua l ly  coordinated with and made through t h e  parent  divis ion,  
it i s  t o  be noted t h a t  channels around t h e  parent d iv i s ion  a r e  pro- 
vided, and extensively used, through which program d i r e c t i o n  and informa- 
t i o n  a l i k e  may be communicated d i r e c t l y  t o  a Manager by Washington 
program div is ions  o ther  t h a n , h i s  parent divis ion.  

(b) Ins tances  of Divided Responsibi l i ty  f o r  Administration of 
Contracts -- 

Several po in t s  need t o  be ra i sed  t o  ind ica te  t h a t  even t h e  char t  
shown above i s  an oversimplif icat ion.  

One cf these  po in t s  concerns t h e  meaning of t h e  word rradminister!r, 
a problem re fe r r ed  t o  i n  Section l ( e )  of t h i s  report .  

While Operations Off ices  are required by port ions of GM Bul le t ins  
t o  "administer" operat ing contracts ,  off  i c i a l  d i rec t ives ,  some of which 
a r e  noted below, appear t o  make what we consider basic  elements of con- 
t r a c t  adminis t ra t ion t h e  r e spons ib i l i t y  of Washington d tv is ions :  

- 1 
Research provide t h a t  t he  Director  ( i n  each case) ??and h i 5  s t a f f  
a r e  expected t o  work d i r e c t l y  with t h e  professional  and s c i e n t i f i c  
personnel employed by the  AEC o r  i t s  contractors ,  with t h e  under- 
standing t h a t  establishment of or changes i n  po l icy  or  programs 
a r e  made through t h e  Managers of Operations concerned.tr 

The delegat ions t o  the  Divisions of Biology and Medicine and of 

- 2 With respect  t o  t h e i r  assigned funct ions,  t h e  Washington 
program d iv i s ion  d i r e c t o r s  are ,  it w i l l  be reca l led ,  trresponsible 
f o r  t h e  coordination and review of budgets, and the  general  super- 
vision-% of expenditures made under approved budget s and programs". 

- 3 A s  has been mentioned, the  delegat ions t o  the  Managers of 
Operations do not spec i f i ca l ly  ass ign them r e spons ib i l i t y  for 
ac tua l  supervision, but speak of r e spons ib i l i t y  "for a s s i s t i n g  
the  responsible  program div is ion  d i r e c t o r s  i n  t h e  preparat ion 
of budgets and Pn.':+- t h e  =emision of Expenditures made under 
approved programstt. 7- 

;i- The word r tgen~~-a l t l  i s  omitt.ed i n  the  case of the  Division of Re- 
ac to r  Development (GI4-O&>I-5), 

i":lt The word rfinrr has been inser ted  here, apparent ly  t o  remove ambiguity, 
only i n  t h e  ca:3~3 of t h e  recent delegat ion t o  t h e  San Francisco Opera- 
t i o n s  Off ice  (GM-O&N-34); t h e  meaning seems c l ea r  i n  all cases, how- 
ever. 

t o  t he  Grand Junction Operations Off i c e  (,GK-@&M-20) 
++!+This wording, ,as has been noted, i s  not included i n  t h e  delegat ion 

- 5 1  - 
DOE ARCHIVES 



- 4 
supervision of t h e  work of t he  contractor is t he  r e s p o n s i b i l i t y  not 
of t h e  Operations Office but of t he  Washington s t a f f ,  Carbide, for 
example, has  undertaken an Ai rc ra f t  IJuclear Propulsior, p r o j e c t  a t  
OEiL, 
an "Aircraf t  Reactors Branch" which "plans and supervises t h e  
t echn ica l  aspects"-% of t h e  0FUL-A.lJP pro jec t ,  and provides "staff 
d i r e c t i o n  of t,echnical a c t i v i t i e s  i n  l a b o r a t o r i e s  and ot,her con- 
t r a c t o r  organizations t o  assurc  t h a t  program objec t ives  a r e  
achieved e f f e c t i v e l y ,  on schedule, and economically" .+: 

Additional i s suances  can readi ly  be c i t e d  wnich i n d i c a t e  t h a t  

Within t h e  Division of Eieactor Development i n  W a s h ~ g t o n  i s  

One fundamental question r a i sed  by these  d i r e c t i v e s  and delega- 
t i o n s  has a c t u a l l y  been discussed i n  Section 1 of t h i s  repor t .  
context of t h e  present  d i scuss ion  it might be phrased thus, wi th  p a r t i -  
cu la r  re ference  t o  t h e  c h a d  above, showing l i n e s  of respofislbi1it.y be- 
tween the  Commission and Carbide and Carbon: With respect t o  fmportant 
elements of con t r ac t  administration, i s  t h e  Oak Ridge Operations Off ice  
intended t o  serve merely as a conduit €or d i r e c t i v e s ,  while t h e  sig- 
nf€icant  l i a i s o n  i s  ca r r i ed  out v i a  t he  d i r e c t  infornal l i n e s  of com- 
munication connecting Carbide with t h e  Washington d iv is ions?  

I n  t h e  

Layering of Responsibil i ty Within Operations Off i c e s  

The l i n e s  of a u t h o r i t y  connecting t h e  cont rac tor  and AEC a r e  com- 
monly complicated within t h e  Operations Offices i n  severa l  r e spec t s . .  

A s  has  been mentioned, a cont rac t  coordinator or Area Manager i s  
concerned with most of t h e  AECt s cont rac ts  within the Operations Office 
organizations, anci i s  usua l ly  placed i l z  t he  l i n e  of au thor i ty  between 
the  Manager and t h e  contractor.  H i s  au tho r i ty  i s  considerably more 
l imi ted  than  t h a t  of t h e  Manager, however, and a l i n e  i s  a l s o  maintained 
running d i r e c t l y  from t h e  Manager t o  the cont rac tor ,  

Cases a r e  a l s o  found i n  which t h e  contractor may receive d i r e c t i v e s  
from members of t h e  Managers? s t a f f  hiho, though not  I n  l i n e  of au thor i ty ,  
a r e  permitted t o  a c t  f o r  t h e  Manager i n  d i r e c t i n g  ce r t a in  aspec ts  of 
t h e  contractor! s ]srogram.:f-j': 
 memorandum dated Feb, 19,  1953, from tne Director of Reactor Development 
t o  h i s  s t a f f ,  subjec t :  
velopment re, 
fWde have noted i:?stances in wk,fch use i n  o f f i c i a l  dacuiients of loose  
t e r n n o l o g y  concerning r e s p o n s i b i l i t y  appears t o  i n v i t e  confusion. I n  the  
cu r re s t  organization cha r t  of t h e  Fernald Area, f o r  example, t h e  (AFC) 
Xe ta l lu rg ica l  Section i s  descyibed as having " re spons ib i l i t y  t h a t  f i na l  
product meets a l l  specifications. ' '  I n  the curren t  organization char t  of 
-che Savannah River Operations Office severa l  branch ch ie f s  a r e  described 
as "responsible for production operations" i n  various of t h e  p l an t s .  
s p i t e  these  desc r ip t ions  of t h e i r  du t ies ,  we understand t h a t  none of t h e  
AEC employees involved are i n  t h e  l i n e  of au thor i ty .  Other examples ap- 
pear i n  t h e  memorandum of February 19, 1953, from the  Director of Re- 
ac to r  Development, c i t e d  above. 

"Reorganization of t h e  Division of Reactor De- 

De- 
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I n  addi t ion,  t he re  a r e  cases -- for t h e  most par t ,  we bel ieve,  in- 
volving work a t  t h e  National Reactor Testing S ta t ion  -- i n  which re- 
spons ib i l i t y  f o r  t he  work under one contrzct  i s  s p l i t  between two 
Operations Off ices;  for example, though the  Westinghouse cont rac t  i s  
under COO, I O 0  i s  responsible  for ce r t a in  aspects  of the  sa fe ty  pro- 
gram a t  Westinghousess STR p ro jec t ,  

There follow c h a r t s  showing formal channels of communication 
connectfng AEC w i t h  severa l  contractors :  

- 1 Dow Chemical Company, Rocky F l a t s  

Product ion 
Coordination 

Note 1: 

Note 2s 

Mote 3: 

Note L :  

Manage?, SFOO, i s  contract ing o f f i ce r .  Liaison on 
c e r t a i n  s t a f f  funct ions (e,g., f i s c a l ,  l e g a l )  by 
SFOO s t a f f .  

Off ice  of Productfon Coordination, SFOO, fs responsible 
f o r  production scheduling; communicates d i r e c t l y  with 
Dow . 
LASL maintains program of '"quality assurance". 

"Administration of t he  operating cont rac t  with Dow 
Ch err. i c  a l  Company . '' 
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- 2 Universi ty  of Cal i fornia  Radiation L a b o r a t o q  

(N:te 1) 

I 
Div. of Biology 

(Note 2) 
Development and Medicine 

(Note 2) 

4 
San Franci: 

-I-- - - - 
/ 

/ CoordinatoTM 
(Note 3) i----- d 
/ 

/ 
/ 

/ 

Radiation Laboratory 

Note 1: This contractor  has repeatedly received d i r ec t ion  from 
meetings with t h e  Commission and General Manager; con- 
firming documents o rd ina r i ly  go through channels. 

Note 2: (General) supervision of expenditures. 

Note 3: Defends laboratory budget (See Para. (3)(h) below). 

Note 4:  ?'Administers" t h e  cont rac t ;  Manager i s  contract ing 
o f f i ce r .  

Note 5: "Acts a s  representa t ive  of t he  Commission i n  t h e  ad- 
minis t ra t ion?? of t h e  contract .  
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- 3 Firestinghouse -- Submarine Thermal Reactor, National Reactor 
Test ing St,ation 

Division of Reactor Development 
Naval Reactors Branch 

(Note 1) 

Note 1: 

Note 2 :  

Note 3 : 

Note 4:  

Note 5: 

"Staff d i r ec t ion  of technica l  a c t i v i t i e s  ... t o  assure  t h a t  
program object ives  a r e  achieved ef fec t ive ly ,  on schedule, 
and economically.r1 !'Supervision of expenditures." 

rlAdministers" contract .  Manager, COO, i s  contract ing o f f i ce r .  
Liaison on ce r t a in  s t a f f  funct ions (e-g., l e g a l ,  personnel) 
by COO s t a f f .  

I O 0  responsible for communications, transport .ation, weather 
observati.ons, sa fe ty  and f i r e  protect ion program, secu r i ty  
except wi.thin buildings.  

Area Mana,ger a c t s  as "representat ive of t he  Commission i n  per- 
formance of t he  funct ions assigned ... par t i cu la r ly ,  a c t i v i t i e s  
of t h e  Westinghouse E lec t r i c  Corporation.*c 

"Supervises construction, i n s t a l l a t i o n  and operation of the  
Mark I reac tor  and i t s  t e s t  faci1i t ies . l '  A branch of t he  
P i t t sburgh  Area Off i c e  

- 55 - 



- l+ Associated Universi t ies ,  Inc.  

New York 
Operations 
O f f  i c e  
(Note 3 )  

L 

Div. of Biology 
& Medicine - -  -l 

I 
I 

/ 
/ I 

\ 
\ \ 

\ \ i / 
/ ' \  1 

Note 1: (Gengral) supervision of expenditures. 

Note 2: 

Note 3: Manager, NYOO,  i s  contract ing o f f i ce r ,  with "special  functionlf 

Defends laboratory budget (See Para. 3(h)  below). 

of adminis t ra t ion of t h e  contract  for a research and develop- 
ment progi-am a t  the  Brookhaven National Laboratory i n  accord- 
ance with p o l i c i e s  and programs establ ished by the  responsible  
program divis ionsTf.  

Note 4:  ??Administers t he  contract  . . . a t  Brookhaven National Labora- 
tory." 
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(d) Actions Requiring Advance Approval of Other Off ices  

Monetary limits a r e  s e t  on the  cont rac t ing  au thor i ty  of a l l  Managers 
of Operations and subordinate contracting o f f i ces ,  and "new and unusual 
types of transactions1' i n  a l l  cases requi re  p r i o r  consideration by 
higher au tho r i ty  up t o  t h e  l e v e l  of General Manager or i n  some cases, 
Ass is tan t  General Manager f o r  Manufacturing. 

Also, as has been noted, delegations of au tho r i ty  t o  Washington 
d iv i s ion  d i r e c t o r s  and t o  Managers of Operations provide t h a t  when, i n  
the  judgment of any of these  o f f i c i a l s ,  e x i s t i n g  AEC p o l i c i e s  a r e  in- 
adequate t o  t h e  purpose a t  hand, he w i l l  make recommendations as appro- 
p r i a t e  t o  t h e  o f f i c i a l  i n  l i n e  au tho r i ty  above him. 
AEC issuances or pi-ocedures in a number of cases s p e c i f i c a l l y  r equ i r e  
t h a t  ac t ions  within t h e  apparent delegated au tho r i ty  of AEC o f f i c i a l s  
Teceive p r i o r  approval of higher authority.  
shown below: 

I n  addi t ion ,  formal 

Fkamples of t hese  cases  a r e  

- 1 Speci f ic  I l e s t r i c t ions  on t h e  General Manager 

A s  has  been mentioned above, t h e  Commission has s p e c i f i c a l l y  
l imi ted  t h e  author.i ty of t h e  General Nanager in some cases. 
example, t h e  Commission has  formally noted that,  "selection of sub- 
cont rac tors  f o r  major p r o j e c t s  i n  connection with AEC i n s t a l l a t i o n s  
w i l l  be reviewed b;y t h e  Commissionll.-~ 

A s  a recent 

- 2 Speci f ic  Res t r i c t ions  on Managers of Operations 

a 
liminary &oposals" 
n i t t e d  by t h e  Manager of Operations t o  "the appropriate Operating 
Division Director" i n  Washington f o r  review and app'oval by t h e  l a t t e r ,  
p r i o r  t o  i n i t i a t i o n  of t h e  p ro jec t .  

Preliminary Proposals -- Under c e r t a i n  conditions, "Pre- 
estimated t o  cost  more than %50,000 milst be sub- 

(GM-O&M-26)-+% 

b Insurance -- When t h e  terms of a cost-type cont rac t  re- 
qu i re  AEC-approval of insurance p o l i c i e s  procured by t h e  cont rac tor ,  
t he  approval of t h e  Division of Finance, Washington, D o  C.,  must be 
cbt ained . ( GY-IN S-3 ) -:+$ 

"Binders f o r  f i d e l i t y  coverage may be secured by con t r ac to r s  
p r i o r  t o  -4EC approval of t h e  f i n a l  form of t he  f i d e l i t y  bond, Before 
approval by t h e  cont rac t ing  o f f i c e r  i s  given, a copy of the  bond w i l l  
be given an advisory review by the  Insurance Section, Division of 
Finance, Washington, D. C ." (GM-IW-2) 

"Memorandum dated December 12, 1952, t o  the  Director of Production from 
the  Secretary t o  t h e  Commission. 

-:+These r e s t r i c t i o n s  appear t o  apply t o  contracting o f f i c e r s  a t  a l l  
l eve ls .  
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- 3 Appointments of S t a f f  Off icers  

"The Controller i s  authorized . O C  t o  approve the  se l ec t ion  of t h e  
p r inc ipa l  accounting o f f i c e r  a t  each operations o f f i c e  and request h i s  
removal i f  h i s  t echn ica l  performance i s  unsa t i s fac tory  t o  t h e  Controller." 
(GM-Ot3M-9) 

"The Director of Secur i ty  . concurs w i t h  t h e  Managers of 
Operations concerned i n  t h e  se l ec t ion  of a Director of Secur i ty  f o r  
each Operations Office.  .'* (GM-O&M-ll). 

*rTrle General Counsel . . s h a l l  be responsible for  t h e  se lec t ion  
and promotion of a l l  Commission employees whose du t i e s  r equ i r e  pro- 
f e s s iona l  l e g a l  t r a i n i n g ,  The se l ec t ion  and promotion of such person- 
n e l  f o r  t h e  respec t ive  Operating Establishments s h a l l  be made by the  
General Counsel with t h e  concurrences of t h e  Manager of Operations and 
a f t e r  consideration of any recommendation by h a G ' *  (GN-O&M-8) 

"Evaluation of jobs  i n  grades GS-13, 14  and 15 repor t ing  d i r e c t l y  
t o  t h e  Manager of Operations, h i s  deput ies  or a s s i s t a n t s ,  s h a l l  be 
approved by t h e  Manager of Operations, provided: t h a t  p r i o r  t o  such 
approval t h e  evaluation h a s  been reviewed by t h e  Washin&ton Division 
Director who exe rc i se s  s t a f f  supervision over t h e  assigned function, 
and concurred i n  by t h e  Washtrigton Division Director who exerc ises  
l i n e  supervision, Requests f o r  such review and concurrences s h a l l  
be submftted through channels t o  t h e  Director of Organization and Per- 
sonnel, When t h e r e  i s  not agreement, t h e  recommendations of t h e  Manager 
and t h e  appropriate Washington o f f i c i a l s  sha l l  be r e fe r r ed  t o  t h e  
Office of t h e  General Manager through such Salary Administration Com- 
mi t tee  a s  may be appointed by t h e  General Manager from among head- 
quar te rs  o f f i c i a l s . "  (GM-PER-19) * 

- 4 Actions Affecting Contractors 

GM-PER-2 au thor izes  t h e  (Washington) Director of Organization and 
Personnel t o  make f i n a l  determination on ce r t a in  contractual ac t ions  
spec i f i ca l ly  withdrawn from t h e  au tho r i ty  of t he  Managers of Operations; 
for example: 

- a Employee bene f i t  plans 

- b Establishment of pos i t i ons  and employment of cont rac tor  
personnel a t  s a l a y i e s  i n  excess of t h e  r a t e  of $15,000 
per annum 

- c Salary schedules f o r  s c i e n t i f i c  personnel 
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(e) Procedures Prescr ibed €or U t i l i z a t i o n  of Spec i f ic  Members 
of t h e i r  S t a f f s  by Managers 

The following quotat ion from GM-PER-19 i s  i l l u s t r a t i v e  of cases i n  
which General Managerss b u l l e t i n s  specify t h e  function of s t a f f  o f f i -  
c i a l s  i n  Operations Off ices  i n  processing ac t ions  which lie w i t h i r  the  
au thor i ty  of t he  Manager. 

"Operating o f fyc ia l s  who a r e  delegated aurthority by Directors  of 
Off ices  and Divisions, Washington Headquarters, or by Managers of 
Operations t o  approve personnel ac t ions  f o r  t h e i r  organizat ions 
s h a l l  approve job descr ip t ions  and analyses f o r  jobs under t h e i r  
j u r i sd i c t ion ,  and s h a l l  approve evaluat ions f o r  such jobs (with 
ce r t a in  specif ied exceptions) , subject  t o  concurrence by the  Chief 
of the  appropriate Organization and Personnel Division or h i s  
authorized personnel o f f i c i a l ,  
cannot be reconciled between operatfng and personnel o f f i c i a l s ,  
t he  recommendations of t h e  operat ing o f f i c i a l  and personnel 
o f f i c i a l  shall- be r e fe r r ed  preferably through a salary admmis- 
t r a t i o n  commi1,tee t o  t h e  Manager of Operations, and i n  Washing- 
ton t o  t h e  OfEice of t h e  General Manager, f o r  f i n a l  determination."-% 

When questions a s  t o  evaluat ions 

( f )  S ta f f  Of f i ce r s  o r  Units Responsible t o  Echelons Higher than 
Those t o  Which Assigned 

As has been intimated, t h e  l e g a l  s t a f f  ava i lab le  t o  advise Mvlagers 
of Operations repo:-ts d i r e c t l y  t o  t h e  General Counsel i n  Washington, 
formal bas i s  f o r  t h i s  arrangement i s  s t a t e d  i n  GM-O&M-8: 

The 

each 

"The Office of t h e  General Counsel s h a l l  d i r e c t  and be responsible 
f o r  a l l  mat ters  of l a w  and l e g a l  po l icy  concerning t h e  Commission, 
including a l l  such matters  which a r i s e  i n  connection with the  
functions administered by t h e  Operating Establishments, An Assist- 
ant  General Counsel, at tached f o r  adminis t ra t ive purposes t o  appro- 
p r i a t e  Operating Establishments, s h a l l  a c t  f o r  the  Off ice  of t he  
General Counsel as  advisor t o  t h e  respect ive Managers of Opera- 
t i o n s  *'? 

Unt i l  recent ly  GM-AUD-1 prescr ibed t h a t  "the Finance Director  of 
o f f i ce  i s  func t iona l ly  responsible  t o  t h e  Controller for ad- 

minis ter ing the  aud i t ing  prescrybed by t h i s  Bul le t in ,  including t h a t  
performed by the  s t a f f s  of a rea  and other  subordinate offices". 
GN-ACD-P (December 1, 1952) does not include t h i s  statement, but i f  
anythmg appears t o  strengthen t h e  Control lerss  d i rec t ion  of f i e l d  
audlt  operations.  It s t a t e s :  " Ins t ruc t ions  t o  implement the  f o r e g o k g  

-:-In some cases t h i s  p a r t i c u l a r  ru l ing  would appear t o  preclude an 
o p e r a t x g  of f ic ia l .  from tak ing  an ac t ion  which had not previously 
been approved by one of h i s  subordinates.  

DO E ARCHIVES 



(AEC audi t )  p o l i c i e s  s h a l l  be issued by the  Office of the  Coctrol ler ,  
which a l s o  has r e spons ib i l i t y  for providing such adminis t ra t ive d i r -  
ect ion and review of t h e  audi t  a c t i v i t y  by operations o f f i c e s  as i s  
necessary t o  the  consis tent  AEC-wide conduct of a u d i t s  i n  accordance 
with the  pol icy here s t a t ed  and t h e  subordinate po l i c i e s  and prac t ices  
t o  be issued by t h a t  office." 

The Director of Biology and Medicine has advised us t h a t  while 
I t i n  t he  f i n a l  ana lys i s  t he  Director  of t h e  (New York) Health and 
Safety Division, and h i s  s t a f f ,  are employees of t h e  New York Opera- 
t i o n s  Office", nevertheless  t he  Health and Safety Division i s  "for a l l  
p r a c t i c a l  purposes an i n t e g r a l  p a r t  of t h e  (Washington) Division of 
Biology and Medicin,e," by which it i s  f u l l y  financed. 

(g) Limitations of Scope of Authority 

A s  i s  wel l  kntwn, a few personnel s ecu r i ty  clearance operations 
a r e  cen t r a l ly  hand]-ed by the  Division of Secur i ty  in Washington f o r  
the  e n t i r e  AEC. 

It a l s o  seems appropriate  t o  mention under t h i s  heading t h a t  
desp i te  t h e  delegated prime func t ion  of t h e  Division of Research (re- 
search r e l a t i n g  t o  atomic energy i n  t h e  f i e l d  of physical  sciences) , a 
afzeable amount of bas ic  research i s  conducted a t  Los Alamos Labora- 
t o ry  (under a tlweaponst' budget c l a s s i f i c a t i o n )  
of Research exercises  no supervision. 

over which t h e  Division 

Since the re  i s  a n a t u r a l  tendency t o  i d e n t i f y  the  lines of super- 
v i s ion  w i t h  those of au tho r i ty  and respons ib i l i ty ,  confusion may well  
r e s u l t  from supervisory assignments made without regard t o  es tabl ished 
l i n e s  of au thor i ty ,  such as the  following funct ion of t he  Division of 
Biology and Medicine (GM-O&M-l3) : 

llSupervising measures i n  the  opePations of t h e  atomic energy 
program t o  guard t h e  hea l th  of employees of the  AEC and i t s  
contractors  and of t h e  publict1 .-# 

%This delegation s h o d d  be compared with t h e  following from GM-SW-1: 
I'The Division of Eiiology and Medicine w i l l  provide s t a f f  supervision 
f o r  and ass i s tance  t o  i n d u s t r i a l  and publ ic  hea l th  programs (including 
rad ia t ion  protect ion) .  It i s  pFimarily responsible  f o r  leadership and 
ass i s tance  i n  developing hea l th  programs and standards f o r  ascer ta in-  
ing the  e f f e c t s  of t ox ic  mater ia l s  on t h e  l i v i n g  organism, and f o r  
determining the  prevention and treatment of such effects." 
of r e spons ib i l i t y  inherent i n  these  and r e l a t e d  delegations ( the  d i f f -  
eren c e between '' supervi sion" and rtst af f supervis iontt involves degree s 
of respons ib i l i ty )  may, we suggest, be r e l a t e d  t o  a conclusion of a 
recent survey tha-t t h e r e  has been a l ack  of coordination of "protective 
functions" i n  Washington headquarters. This f ind ing  i s  discussed fu r the r  
on page 82, 

The confusion 
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(h) Defense of Laboratory Budgets 

By a memorandum dated October 5, 1949, t h e  General Manager announced 
t h a t  he was assigning r e s p o n s i b i l i t y  f o r  defense of labora tory  budgets 
as follows: 

Director of Research: 

Director of Reactor Development: 
Director of Biology and Medicine: 

Berkeley, Ames and Oak Ridge National 
Laboratory 

Argonne and Knolls 
Brookhaven 

I n  so d o h g ,  t h e  General Vanager s t a t e d  "it should be c l e a r  t h a t  
defense of t h e  t echn ica l  programs w i l l  remain t h e  r e s p o n s i b i l i t y  of t h e  
Division Director with the  appropriate t echn ica l  interest.I1 

This arrangement i s  s t i l l  in e f f e c t ,  though i n  cur ren t  p rac t i ce  
t h e r e  i s  considerable d i f fe rence  i n  t h e  manner in which t h e  th ree  Division 
Direc tors  exercise t h e  r e spons ib i l i t y .  

Actually add i t iona l  general  r e s p o n s i b i l i t i e s  have i n  t h e  pas t  been 
assigned t o  t h e  above th ree  Division Direc tors  with respec t  t o  t h e  
l abora to r i e s  whose budgets they  defend. 
with t h e  General Manager, func t ion ing  as a group of ?lLaboratory Coordi- 
nators", and while these  regular  meetings have been long discontinued, 
t h e  Director of Biology and Medicine s t i l l  a l l u d e s  t o  h i s  r e s p o n s i b i l i t y  
as '?coordinator of t h e  Brookhaven National Laboratory1? ,Q 

For a time they  met, per iodica l ly  

It should be noted t h a t  t h e  r e s p o n s i b i l i t i e s  assigned by t h e  
General Manageras memorandum of October 5, 1949, are not alluded t o  i n  
t h e  formal delegation of au tho r i ty  to t he  Division Directors concerned 
o r  i n  o ther  GM Bu1:Letins. 

(4) DiscussilE 

( a )  I n  t'he discussion above w e  have t r i e d  by use of i l l u s -  
t r a t i v e  examples t o  give an impression of how AECqs basic pa t t e rns  of 
delegation a r e  complicated i n  present prac t ice .  
assumed t h a t  we consider a l l  of t h e  cases c i t e d  t o  involve undesirable 
procedures; t h e  complexlties of t h e  program may always requi re  some 
exceptional p rac t i ces  of delegation, 
emphasized t h a t  maintenance of a c l e a r  and sens ib l e  general  scheme of 
delegation in AEC r e l a t e s  d i r e c t l y  and e s s e n t i a l l y  t o  e f f i c i e n t  conduct 
of t h e  program. 

It should not be 

A t  t h e  same time, it should be 

It w i l l  be reca l led  t h a t  a t  t h e  outse t  of t h i s  sec t ion  we s t a t ed  
the  following generally accepted p r inc ip l e s  of good management which are 

*See a l s o  AEC 324 for  discussion of t h e  coordinating functions of t h e  
Division of Research i n  connection with t h e  program of ORNL. 
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germane t o  problems of delegat ion:  

- 1 A delegation should include clear-cut  d e f i n i t i o n s  of t h e  
r e s p o n s i b i l i t i e s  and a u t h o r i t i e s  of t h e  o f f i c i a l  con- 
cerned as w e l l  a s  of h i s  r e l a t ionsh ip  t o  o the r  o f f i c i a l s  
with whom he o r d i n a r i l y  works, 

- 2 Clear and e a s i l y  understood l i n e s  of a u t h o r i t y  should run 
from t h e  top  t o  t h e  bottom of an .organization. 

- 3 Assignment of r e s p o n s i b i l i t y  w i l l  c a r ry  with it commensurate 
ob1 iga1;ion of au t  ho r f ty  . 

- 4 An emp:Loyee w i l l  not be required t o  r epor t  t o  more than one 
supervisor;  i n s t r u c t i o n s  and d i r e c t i o n s  r e l a t i n g  t o  work 
assignments w i l l  be communicated t o  him only through, o r  
with the  agreement of ,  t h e  immediate supervisor,  

It does not  seem immoderate t o  say t h a t  some widely prevalent and 
bas ic  departures  f:rom these  p r inc ip l e s  a r e  ind ica ted  i n  t h e  discussion 
above. 
(and with reference t o  earlier discussions i n  t h i s  report)  first, t h a t  
they  do not  resolve t h e  prevalent va r i a t ions  in conceptions of the  
agency*s r e s p o n s i b i l i t i e s  i n  contract  adminis t ra t ion,  and second, t h a t  
they seem almost t o  i n v i t e  t he  incons is tenc ies  we have noted i n  the  
r o l e s  of Washington d iv i s ions  and f i e l d  o f f i c e s  i n  cont rac t  adminis- 
t r a t i o n .  These considerat ions suggest t o  us t h a t  following pol icy  
c l a r i f i c a t i o n  a s  tco t h e  agencyqs r e s p o n s i b i l i t i e s  f o r  cont rac t  adminis- 
t r a t i o n ,  AEC*s system of delegat ion should be reexamined and over- 
hauled. 
t o  AEC should be applied.  
course remain the  s imi l a r ly  important t a s k  of keeping t h e  system i n  
r epa i r .  The discussion following is  of some of t h e  problems which w e  
f e e l  would p a r t i c u l a r l y  deserve a t t e n t i o n  i n  such a re-examination a s  
w e  propose. Our hope i s  t o  suggest schemes and p r k c i p l e s  of delega- 
t i o n  which would prornote effect ive: ,  coordinated funct ioning of a l l  
components of t he  s t a f f .  This concern car-ries over into t he  c lose ly  
r e l a t e d  discussfon of organization i n  t h e  succeeding sect ion.  

We must comment also w i t h  respect  t o  AEPs bas ic  delegat ions 

T h i s  i s  a job t o  which t h e  b e s t  management judgment ava i lab le  
When it has been accomplished the re  w i l l  of 

(b) S p l i t  l i n e s  of ailthority 

Perhaps the  most s t r i k i n g  f e a t u r e  of" AEC*s delegat ion pa t t e rn  i n  
t h e  c h a r a c t e r i s t i c  s p l i t t i n g  of t h e  lines of au tho r i ty  jo in ing  t h e  
Commission t o  i t s  contractors.<- From t h e  standpoint of good management 
prac t ice ,  t h i s  i s  a f ea tu re  which should c e r t a i n l y  be regarded with 
suspicion. It c l ea r ly  does not f a c i l i t a t e  maintenance of c l e a r  and 

*A sense of t h e  s i z e  of t h e  programs af fec ted  by t h i s  arrangement may be 
derived from Figure A . 
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e a s i l y  understood l i n e s  of au thor i ty ;  and i n  more than an academic sense, 
it appears t o  establlish several  supervisors over ind iv idua l  Managers of 
Operations. It i s  t h i s  fea ture ,  inc identa l ly ,  which l a r g e l y  br ings 
about t h e  obvious d i s p a r i t y  between AECVs organizat ional  p a t t e r n  and 
such pa t t e rns  of delegat ion as a r e  i l l u s t r a t e d  i n  this sect ion.  

S ign i f i can t  improvements could, no doubt, be made Fnthout alter- 
ing  t h e  present  general  scheme of delegations.  C l a r i f i c a t i o n  of t h e  
agencyss r e s p o n s i b i l i t i e s  in contract  adminis t ra t ion should, f o r  ex- 
ample, f a c i l i t a t e  c l a r i f i c a t i o n  of t h e  respect ive r e s p o n s i b i l i t i e s  of 
t h e  o f f i c i a l s  concerned in contract  administration. I f  s a t i s f a c t o r y  
p o l i c i e s  can be drawn up t o  express the  pa r t i cu la r  r e s p o n s i b i l i t i e s  of 
cont rac t ing  o f f i c e r s ,  and i f  they can be general ly  appl ied,  t h e  c l a r i -  
f i c a t i o n  could f o r  t h e  most pa r t  be a t t a ined  through rev is fon  of the  
bas ic  delegat ions.  I f ,  however, elements of contract  adminis t ra t ion 
a r e  t o  be made t h e  primary r e spons ib i l i t y  of Washington headquarters 
I n  numerous cases, t h e  c l a r i f i c a t i o n  would probably have t o  come through 
a number of working agreements between Washington and t h e  f i e l d ,  s e t t i n g  
f o r t h  t h e  d iv i s ion  of r e s p o n s i b i l i t i e s  f o r  administering ind iv idua l  con- 
t r a c t s  o r  p ro jec t s .  O u r  view, as expressed e a r l i e r  i n  t h i s  repor t ,  i s  
t h a t  t h e  simplest  and most e a s i l y  administered arrangement i s  t h a t  
whereby t h e  r e s p o n s i b i l i t y  of t he  contmct.jng off icer  extends across 
t h e  e n t i r e  f i e l d  of' contract  administzation, 

Even given sucn clarification, the  problem would remain of in- 
u iv idua l  Managers of Operations holding r e s p o n s i b i l i t i e s  t o  several  
Washington d iv is ions .  We a r e  l i t t l e  impressed by the  argument some- 
% h e s  made, t h a t  t he   commission^ s pol icy discouraging s i t u a t i o n s  i n  
which an employee reports t o  more than one supervisor,  while sound 
i n  general ,  need not  be applied t o  higher l eve l  employees such as 
Managers. It seems t o  us, r a the r ,  t h a t  i n  the  case of a Manager t h e  
problem i s  of such scope as t o  deserve p a r t i c u l a r l y  carefu l  thought, A 
p o s s i b i l i t y  of obvious i n t e r e s t  in t h i s  connection i s  i n s t i t u t i n g  a re- 
qulrement t h a t  a l l  formal communications concerning program d i r ec t ion  
passing between Washington and the  f i e l d ,  be rauted t k m @ t h e  parent 
dfv is icns ,  Thus, far= such a pa t t e rn  of delegatior, as t h i s :  

Manager 1 
O f  I 

Operations 1 



t he re  would be subs t i tu ted  the  following,: 

71-- 
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It seems t o  us, however, t h a t  t h i s  modification would not cor rec t  t h e  
r e a l  weakness of t h e  s i tua t ion .  The parent divis ion,  i n  t h e  f i r s t  place, 
has a primary i n t e r e s t  in, and e s s e n t i a l l y  a full-t ime occupation with, 
i t s  own ppogmm; i t s  inse r t ion  i n  t h e  l i n e  of authoFity between t h e  
other  Washington d iv is fons  and a Manager in t he  f i e l d  would be a con- 
cession t o  formalit,y r a the r  than a move which could l o g i c a l l y  be ex- 
pected t o  r e s u l t  i n  substant ive strengthening of t h e  programs. Under 
e i t h e r  scheme shown, t h e  Manager i s  concerned i n  p ro jec t s  of primary 
i n t e r e s t  t o  severa:L Washington divis ions,  which it would seem should 
be evaluated and s t r e s sed  by h h  with the  same impar t i a l i t y  the  
General Manager or t h e  Commission would f ee l .  
i s  not fos te red ,  however, by a s i t u a t i o n  in which t h e  Manager r epor t s  
t o ,  owes p r inc ipa l  l oya l ty  to ,  and i s  promoted by, t h e  Director of one 
of t he  severa l  d iv i s ions  f o r  which he does work -- an o f f i c i a l  whose 
r e s p o n s i b i l i t i e s  and i n t e r e s t s  i n  a very p r a c t i c a l  sense, cover only 
par t  of t h e  span of t h e  Manageras own r e s p o n s i b i l i t i e s  and i n t e r e s t s ,  
Because we be l ieve  t h a t  t h i s  consideration, which i s  at t h e  hea r t  of t h e  
objection t o  t h e  p rac t i ce  of s p l i t t i n g  l i n e s  of au tho r i ty  a t  t h e  Wash- 
ington l eve l ,  i s  of fundamental importance, we w i l l  consider fu r the r ,  f n  
the  f i n a l  sec t ion  of t h i s  chapter, means by which Managers of Operations 
might be enabled t o  repor t  t o  an individual  i n  headquarters whose breadth 
of r e spons ib i l i t y  would match t h e  Managers? own. The l i n e a  of au thor i ty ,  
i f  t h i s  purpose were t o  be yeallzed, would presumably pass  around the  
program div is ions ,  leaving them to function i n  s t a f f  capacity,  

The r e q u i s i t e  ob jec t fv i ty  

( c )  Reduction of" Echelons 

I n  a sound organization, any echelon in the  l i n e  of au thor i ty  
j u s t i f i e s  i t s  exis tence i n  terms of pos i t i ve  contr ibut ion t o  the  
program. 
means of reducing t h e  four  or of ten f i v e  echelons which now separate  
the  Commission i t s e l f  from the  contractor.  
be explored f u r t h e r  i s  t h a t  of rout ing t h e  l i n e s  of au tho r i ty  around 
t h e  progl-am div is ions .  Other p o s s i b i l i t i e s  a r e  suggested by t h e  or- 
ganization of t h e  Operations Off ices  and a re  commented on below, 

We think it des i rab le  t o  consider a l l  reasonably possible  

One p o s s i b i l i t y  which w i l l  

(d) Liatson with the Contractors 

Without questioning t h e  d e s i r a b i l i t y  of freedom of informal 
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communication between t h e  AEC and contractor  organizations,  we wish t o  
emphasize t h e  importance t o  a good re la t ionship  of simple and w e l l  
understood channels of formal communication, We bel ieve t h a t  wherever 
the  r e s p o n s i b i l i t y  of t h e  cont rac t ing  o f f i c e r  can be defined as extend- 
ing across  the  e n t i r e  f i e l d  of contract  administration, AEC*s re la t ion-  
ship with contracto'rs w i l l  be g r e a t l y  s implif ied and strengthened. 
A t  present t h e  prokllem of communicating formally with t h e  AEC must be 
an exasperating one f o r  many contractors .  
throughout t h e  agency and many problems of the  contractor  do not  seem 
t-o be problems of t h e  AEC f i e l d  of f ices .  
t i o n s  through the  f i e l d  o f f f c e s  i s  accordingly in many cases a c k s e  of 
useless  delay which has  no doubt of ten  encouraged t h e  con t r ac to r s - to  
take t h e i r  p roblem d i r e c t  t o  Washington. 

Authori t ies  are d i f fused  

Channelling of communica- 

Within Operations Of f i ces  a t t e n t i o n  should be given t o  two problems, 
One of t hese  i s  el iminat ing wherever f e a s i b l e  the  customary echelon i n  
the  chain of au tho r i ty  between t h e  Manager of Operations and t h e  Con- 
t r ac to r .  We are aware of t h e  arguments in favor  of t h i s  echelon and w e  
a r e  convinced t h a t  i n  many cases, espec ia l ly  those involving small 
contracts ,  o r  l a rge  p r o j e c t s  a t  a dis tance from t h e  Operations Office,  
t he  add i t iona l  echelon i s  necessary and useful,  but when the Manager of 
Operations i s  s ta t ioned  a t  t h e  s i t e  of t he  pro jec t ,  if a cont rac t  
coordinator cannot func t ion  e f f e c t i v e l y  i n  a sta€f capacity, with a 
s ingle  l i n e  of a u t h o r i t y  going d i r e c t l y  from the  Manager t o  t h e  Con- 
t r a c t o r ,  we f e e l  t h a t  considerat ion is  indicated of reducing the  Q u ~ i s -  
d i c t ion  of t h e  o f f i c e  t o  an ex ten t  which would make such an arrangement 
f eas ib l e .  
i s  t h a t  of designat ing c e r t a i n  Area Off ices  as Operations Offices.)  
Our i n t e r e s t  here,  of course, has t o  do with t h e  p r inc ip l e  t h a t  un- 
necessary echelons should be removed, I n  perhaps more obviously prac- 
t i c a l  terms, however, we fee l  t h a t  i n  general  a b e t t e r  r e l a t ionsh ip  with 
t h e  contractor  w i l l  exist when t h e  ind iv idua l  t o  whom he looks f o r  dfL 
rect ion i s  of t h e  ca l ibe r  and experience of a Manager r a t h e r  than a 
junior [however competent) member of the  s t a f f  of a GS-13 t o  GS-15 
r a t ing ;  t he  d i f fe rence  i n  au tho r i ty  held i s  a l s o  of s ignif icance.  

(A r e l a t e d  p o s s i b i l i t y ,  which w i l l  be discussed subsequently, 

The second problem deserving a t t en t ion  is a re l a t ed  one -- t h a t  of 
keeping t o  a minimum t h e  number of individuals  i n  t h e  AEC Operations 
Offices who a r e  authorized t o  d i r e c t  t he  contractor  in any phase of h f s  
work, 
with it a p res t ige  wh-fch i s  he lp fu l  t o  the  s ta f f  member concerned i n  
h i s  contacts  with contractor  persorznel. Of  t h i s  a rgmen t  we a r e  sus- 
picious.  The number of i nd iv idua l s  who should d i r e c t  t h e  contpactor 
is i dea l ly  one, an? addi t ions  t o  t h e  l i s t  should be fu l ly  j u s t i f i e d .  

It i s  sometimes f e l t  t h a t  t h e  r igh t  t o  d i r e c t  a contractor  c a r r i e s  

( e 1 Decentral izat ion 

"Decentralizationrr , i m p l y h g  a delegation of r e spons ib i l i t y  and 
au thor i ty  outwards %n an organization, i s  a term too  loosely used i n  
general, but which can hardly be avoided i n  a discussion of AECfs 
delegation prac t ices .  Since considerable e a r l i e r  comment has a c t u a l l y  
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concerned t h e  l i m i t s  t o  decent ra l iza t ion  from AEC t o  i t s  contractors ,  
the  present  discussion w i l l  be l imi ted  t o  decent ra l iza t ion  withfn AEC, 
and s p e c i f i c a l l y  from Washington headquarters t o  t h e  f i e l d .  
be seen t h a t  our most important point  on t h e  subject  as thus  confined 
has a l s o  been developed e a r l i e r :  
r e spons ib i l i t y  t o  cont rac t ing  o f f i c e r s  which extends across  t h e  f i e l d  
of cont rac t  adminis t ra t ion,  w i l l  in general  promote e f f i c i e n t  conduct 
of the  program. 

It w i l l  

t h a t  is, t h a t  the delegat ion of 

The Comissiori i t se l f  has  discussed decent ra l iza t ion  in o f f i c i a l  
issuances, both as a bas ic  management technique and as a measure of 
c i v i l  defense, For  example: 

'We intend t o  continue t o  emphasize managerial decent ra l iza t ion .  
May we c a l l  t o  YOUP a t t e n t i o n  t h a t  t h e  decent ra l iza t ion  i n  
operations followed by t h e  Commission i s  designed i n  p a r t  as a 
concrete demonstration of haw l a r g e  and far-flung ef i terpr ises  
can be organized f o r  cont inui ty  i n  case an atomic a t t ack  should 
d i s rup t  t h e  headquarters 

"AEC ge t s  i t s  job done through a ca re fu l ly  decentral ized manage- 
ment chain. I n  general ,  operat ions have been asslgned, along with 
commensurate au tho r i ty  and r e spons ib i l i t y ,  t o  f i e l d  managers and 
through them -to contractors .  Basic pol icy  and program i s  de- 
termined by Washington, i n  concert  with t h e  f i e l d  people involved, 
and necessary reviews of performance a r e  made on a post-audit 
bas i s ,  Certain programs involving secu r i ty  matters,  problems invalv- 
hgfn terna t io ina l  r e l a t ionsh ips ,  and matters  requir ing judgments 
of highly t r a i n e d  and scarce s c i e n t i f i c  minds, a r e  exceptions t o  
t h i s  general  practice."*f 

In  i t s  "Concluding Report!' t h e  Hoover Commission gave t e r s e  com- 
ment on t h e  problen; of decen t r a l i za t ion  in the  Government i n  general  
which deserves being noted here  and being consideyed i n  connect.ion w i t h  
the AEC* s operations:  

"Our t a sk  force  a l s o  found many ins tances  where headquarters 
o f f i c i a l s  i n  Washington s t i l l  clung t o  t h e  powep t o  make decis- 
ions even i n  mat ters  of &or importance. 
resu l ted  i n  interminable delays i n  g e t t i n g  things done, has  
s t u l t i f i e d  i n i t i a t i v e  i n  t h e  f i e l d  services ,  and has  r e su l t ed  

This, too, has 

*Letter ( re leased t o  t h e  p re s s )  dated Dec, 28, 1948, from t h e  Chair- 
man, AEC, t o  t h e  Chairman, I n d u s t r i a l  Advisory Group. 

y+Whis i n  p a r t i a l  response (August 6, 1951) t o  a P res iden t i a l  request 
t h a t  AEC programs and Operations be reviewed "to insure  t h a t  s u f f i c i e n t  
au thor i ty  has been delegated t o  permit e f f e c t i v e  operation a t  t he  
f i e l d  level".  (See AEC 255 /5 . )  
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i n  decis ions being made which have not  taken due account of 
var ia t ions  in local conditions.  

"In substant ive matters, too, we have recommended t h a t  a 
grea te r  measui-e of au thor i ty  be delegated t o  t h e  f ie ld  serv- 
i c e s  of t h e  operat ing departments, 
the  headquarters agencies concentrate  t h e i r  a t t en t ion  
more and more on developing p o l i c i e s  which are unmistakeably 
c lear .  They must, a l s o  give more a t t e n t i o n  t o  es tab l i sb jng  
standards of performance and t o  improving t h e i r  systems of 
report ing and inspect ion t o  insure t h a t  p o l i c i e s  are ca r r i ed  
out 0 rl%- 

This w i l l  r equi re  t h a t  

We d o  not regard decen t r a l i za t ion  as an end i n  itself, It is ,  
ra ther ,  one of t h e  many problems encounteyed i n  t ry ing  t o  achieve good 
management of a dispersed organization -- f ind ing  a s a t i s f a c t o r y  balance 
between cent ra l iza t ion  and decenwal iza t ion ,  or with more spec i f i c  
appl ica t ion  t o  t h e  AEC;, s t r i k i n g  a sound balance m the  d iv is ion  of 
au tho r i ty  between the  Washington headquarters anti t he  o f f i c e s  m t h e  
f i e l d  

There a re  general  t e s t s  involving c e r t a i n  of t h e  issues brought 
up by t h e  Hoover Cornmission, which might be applied continuously to 
t he  operation of" the  AECt s program t o  d e t e c t  over-ceratralization: 

1 Is headquar t e~s  so occupied with operat ing decis ions (or  
poss ic ly  with mfnute checking of t h e  work of t h e  f i e l d )  t h a t  it i s  
unable t o  give adequate a t t e n t i o n  t o  planning, promulgation of policy,  
and inspecting? 

2 Are Operatj-ons Off ices  delegated s u f f i c i e n t  au tho r i ty  t o  

Does the  necess i ty  of checking w i t h  Washington impair t h e i r  
enable them t o  funct ion e f f e c t i v e l y  i n  adminis t ra t ion of t h e i r  con- 
t r a c t s ?  
effect iveness  or  impede t h e i r  programs' 

With respect t o  these  general quest ions w e  f e e l  misgivings, some 
of which have been nentioned i n  e a r l i e r  diSGUSSi0nS of planning, 
promulgation of po l icy  and evaluat ion,  
second question has  figupsdl already in our conclusion as t o  proper 
r e s p o n s i b i l i t i e s  of contract ing ofTicers. 

The main i s sue  m i s e d  i n  the  

It should be c lear  t h a t  i n  our opinion a number of' r e s t r i c t i o n s  
on f i e l d  au thor i ty  a r e  des i rab le ,  t o  in su re  t h a t  major pol icy  and 
operatlng decis ions a r e  peferred t o  headquarters,  as well as problems 
which because of t h e i r  ramif ica t ions  requiye coordination by 

+.Concluding Report, a r epor t  t o  t h e  Congress by the  Commission on 
Organization of the Executive Branch of t h e  Government., May 1949, pp. 
37-390 



headquarters,  A cclntinuous s e n s i t i v i t y  t o  t h e  importance of decentral i -  
za t ion  i s  necessary i n  headquarters, however, because i n  a l a rge  or- 
ganization (and AEC: has not proved t o  be an exception) problems com- 
monly arise, the  so lu t ion  t o  which i s  o f t en  erroneously thought t o  be 
increased cent ra l iza t ion .  Thus, cen t r a l i za t ion  may be resorted t o  
following a blunder i n  t h e  f i e l d ,  and t h i s  i s  p a r t i c u l a r l y  l i k e l y  i f  
high l e v e l  c r i t i c i sm from outs ide the  organizat ion becomes involved, 
when t h e  r e a l  problem may be the  inadequacy of pol icy provided t o  the  
f i e l d ,  of repor t s  required of t h e  f i e l d ,  of inspect ion of t h e  f i e l d  by 
headquarters, o r  perhaps t h e  incompetence of t h e  f i e l d  o f f i c i a l  in- 
volved. 
f a c t o r s  which desei-ve i n t e l l i g e n t  watching -- empire building, f o r  
example, in headquarters staffs, and t h e  apparent ly  pyschological in- 
a b i l i t y ,  which seems t o  be inna te  i n  c e r t a f n  otherwise competent men, 
t o  delegate  author:Lty. 

Encouragement of undue cen t r a l i za t ion  may r e s u l t  from o the r  

It would seem des i rab le ,  therefore ,  t h a t  t h i s  more spec i f i c  tes t  
be appl ied t o  proposed r e s t r i c t i o n s  on f i e l d  au tho r i ty  (and a l so ,  i n  
event of a review of AEC regulat ions a f f e c t i n g  delegat ions t o  t h e  f i e l d ,  
t o  such r e s t r i c t i o n s  as discussed i n  Par . (3)(d)  above): i s  the re  
pos i t i ve  advantage, due t o  t h e  nature  of t h e  problem, r a t h e r  than t o  
any weakness of thle organization, i n  requi r ing  t h a t  so lu t ion  of t he  
problem be re fer red  t o  headquarters? 

We recognize t h a t  cases w i l l  a r i s e ,  as they  have i n  t h e  opera- 
t i o n s  of AEC, i n  dhich it w i l l  be des i r ab le  o r  even urgent ly  important 
t o  requi re  t h a t  problems be re fer red  t o  headquarters because of a weak- 
ness  of t he  organization. These cases should c a l l ,  however, f o r  only a 
temporary r e s t r i c t i o n ,  because cor rec t ive  ac t ion  should promptly be 
applied t o  t h e  weakness concerned -- whether it be issuance of b e t t e r  
pol icy guidance, improvement of inspect ion by headquarters, o r  replace- 
ment of an incompetent f i e l d  o f f i c i a l .  When such a case a r i s e s  con- 
s idera t ion  should the re fo re  be given t o  s e t t i n g  a term t o  the  r e s t r i c t -  
i ve  measure, and charging a headquarters u n i t  with r e spons ib i l i t y  f o r  
completing cor rec t ive  ac t ion ,  so t h a t  au tho r i ty  t o  dea l  with similar 
problems can be returned t o  t h e  f i e l d ,  

(f 1 Management Review of Dra€t Delegations 

We have spoken of t h e  job which would remain, even a f t e r  reexamina- 
t i o n  and revis ion of AECfs system of delegat ion,  of maintaining the  
system i n  good repa i r .  
be accomplished by such a system of review of issuances as i s  proposed 
i n  Section & ( 4 )  of t h i s  chapter. 
t o  be emphasized by a number- of t h e  i l l u s t r a t i v e  cases we have used i n  
discussing delegat ions 

An important p a r t  of t h i s  job could we th ink  

The need f o r  such a review seems 
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e. Organization 

The AEC delegat ion system which w e  have j u s t  discussed 18 an 
aspect  of t h e  organization of t h e  agency, and of t h e  arrangement of 
func t ions  and in t e r - r e l a t ions  of t h e  Washington and f i e l d  units. 
considerfng how t he  programs of t h e  agency can bes t  be administered 
and t h e  au tho r i ty  and r e spons ib i l i t y  of field managers bes t  be de- 
f ined ,  we have looked general ly  at the  organiza t iona l  framework within 
which t h e  program iis conducted. 

I n  

(1) Present organizat ion 

(a) Development of Pyesent Organizational Paztern 

I n  t h e  o r i g i n a l  organizat ional  pa t t e rn  of t h e  AEC, a l l  
Washington d iv is ion  d i r e c t o r s  reported i n  a s t a f f  capaci ty  t o  t he  Gen- 
eral  Manager. F ie ld  a c t i v i t i e s  were placed under f i v e  p r inc ipa l  f i e l d  
o f f i c e s  (Oak Ridge, Hanford, Santa Fe, New York, and Chicago) whic'h 
were headed by Assis tant  General Managers, repor t ing  d i r e c t l y  t o  the  
General Manager.% 

I n  19k8 t h e  organization underwent a realignment based i n  la rge  
p a r t  on a breakdown of %he major segments of t h e  C o d s s i o n P s  overa l l  
jobff i n t o  the  following p r inc ipa l  categories:*+ 

- 1 The prodwt ion  of f i s s ionab le  and spec ia l  ma te r i a l s  

I 2 The research, development, production and t e s t  of weapons 

- 3 The development. of reac tors ,  using t h i s  tern i n  i t s  
broadest sense t o  inelude chemical separation processes,  
d i sposa l  of waste products, provis ion of adequate health 
and safe ty  measures, etc,  

- 4 The conduct of research i n  t h e  f i e l d  of phys ica l  sciences 

- 5 The conduct of research i n  the  f i e l d s  of biology and medicine 

It w i l l  be noted t h a t  t h e  pr incipal  i n t e r e s t  of each of f i v e  Wash- 
ington 1fprogram31 d iv is ions  ex i s t tng  i n  4948 (among which we include the 
Division of Reactlor Development, created by t h e  reorganizat ion)  cofn- 
cided with one of the  above f i v e  categories ,  and fu r the r ,  t h a t  while 
some of t h e  f i v e  Operations Off ices  then e x i s t i n g  administered programs 
f a l l i n g  i n t o  more than one category, i n  each case t h e  predominant in- 
t e r e s t  c l e a r l y  f e l l  within a s i n g l e  category. The reorganizat ion placed 

* 
AEC from t h e  Manhattan D i s t r i c t ,  a l l  majoy f i e l d  o f f i c e s  except Santa Fb 
reported t o  Washington through Oak Ridge. 
wt AEC 132, August 31, 1948. 

During a t r a n s i t i o n  period following t r a n s f e r  of r e spons ib i l i t y  t o  



each Operations Off ice  under t h e  au tho r i ty  of 
according t o  t h e  coincidence of t h e i r  p r inc ipa l  i n t e r e s t s ,  as follows: 

Washington Di-sision, 

Cat e gory Washington Division Operations Office 

F iss ionable  and spec ia l  mater ia l s  Production Oak Ridge 
H a f o r d  
New York 

Weapons Mi l i ta ry  Application Santa Fe 
Reactor Development React or  Development Ch fcago 
Research (phys ica l  sciences) Research 
Re search (Biology EL Medicine 1 Biology & Medicine - 

Use of t h e  c r i t e r i o n  of t h e  p r inc ipa l  func t ion  o r  i n t e r e s t  in de- 
termining t h e  rslait,foaasMp betman Washington d iv i s ions  and f i e l d  
o f f i c e s  i s  t h e  respect i n  which t h e  organization has been described 
as b e k g  "along fu - i c t iona l l i nes t f  -- a concept which w i l l  be considered 
f u r t h e r .  
change t h e  identit iy of t he  pTincipal f i e l d  o f f i c e s ,  The same o f f i c i a l s  
continued i n  charge of each o f f i ce ,  though they  were known thenceforth 
a s  "Managers of Operationslf. The new elements introduced were t h e  re- 
arrangement of organizational lines i n  Washington and t h e  rev ised  
func t ions  not only of the  DAvisions d i r e c t l y  responsible f o r  t h e  
Operations Offices,  but, as discussed i n  t h e  previous sec t ion ,  of the  
Divisions of Research and Biology & Medicine as wel l ,  

It should be noted t h a t  t h e  1948 reorganization d i d  not 

The 1948 organization achieved some d e f i n i t e  ends, It grouped 
toge ther  major r e l a t e d  production programs and i n s t a l l a t i o n s  throughout 
t h e  Commission, and placed on a few p a r t i c u l a r l y  a b l e  and vigorous 
men i n  Washkgton and t h e  f i e l d  t h e  r e spons ib i l i t y  f o r  executing as 
wel l  as planning t h e  work in these  program a reas  of d i r e c t  importance 
t o  n a t i s n a l  secur i ty .  Suf f ic ien t  au tho r i ty  and a r e l a t i v e l y  f r e e  hand 
were given with t h e  r e spons ib i l i t y ,  These p r a c t i c a l  arrangements proved 
adaptable t o  t h e  demands of t h e  successive expansion programs since 
1948 and t o  t h e  remarkable growth of t h e  program i n  t h e  past f i v e  yeam. 

This tremendous growth has  i n  i t s e l f  placed g rea t  s t r a i n  on t h e  
organization and on t h e  ind iv idua ls  around whom it has  been i n  good 
p a r t  b u i l t .  The rough func t iona l  l i n e s  of 1948 scheme have i n  t h e  ex- 
pansion become f u r t h e r  complicated. Weapons, feed mater ia l ,  and U-235 
production have remained under Santa Fe, New York, and Oak Ridge re- 
spectively,  but t h e  number of subordinate o f f i c e s  has mult ip l ied .  I n  
plutonium product1Lon Savannah River 1 s  dividing t h e  func t ion  with 
Hanford; new r e a c t o r  o f f i c e s  have developed a t  Idaho, Schenectady, and 
San Francisco; and t h e  Raw Materials Division has become independent 
and acquireu t h e  &and Junction Operations Office. 
coordinating major programs and of obtaining cons is ten t  administration 
of an increas ing  number of cont rac ts  have in t ens i f i ed .  Let u s  look a t  
some aspec ts  of t hese  problems under t h e  present organization, 

The problems of 
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(b) Commenlt on Present Organization 

We have prepared severa l  t abu la t ions  ( i n  a separa te  c l a s s i -  
f i e d  appendix) t o  a s s i s t  in appraising t h e  organization which has  now 
developed. 

F igu re  A shows graphicalby operating cos t s  f o r  F i s c a l  Year 1952, 
broken down first as t o  administering Operations Offices,  and second as 
t o  program ca tegor ies ,  with por t ions  ind ica ted  which were adminfs- 
t e r e d  by Operations Off ices  f o r  o t h e r  than t h e  ttparenttf d iv is ionso*  
Oar i n t e r e s t  i n  t hese  breakdowns r e l a t e s  obviously t o  d iscuss ion  in 
t h e  previous sec t ion  on ItDelegationstt, and t o  t h e  question of t h e  degree 
of ttfunctionalisrntt of t h e  present &>Fgamtfomo 

Figure B, a l s o  compiled from operating c o s t s  €or F i s c a l  Year 1952, 
shows t h e  t o t a l  s i z e  of the  programs under t h e  Operation Off ices  and 
a l s o  t h e  l a r g e  subordinate o f f i c e s ,  
i z i n g  t h e  s u b s t a n t i a l  range fn s i z e  of t he  programs placed under t h e  
Operations Off ices ,  

This f i g u r e  i s  he lp fu l  in visual-  

Figure C shows t h e  o f f i c i a l s  repor t ing  d i r e c t l y  t o  t h e  General 
Manager (1) j u s t  p r i o r  t o  the  1948 reorganization, and (2) i n  Jan- 
uary, 1953. 

A s  a b a s i s  f o r  some genera l iza t ions  concernfng t h e  present  
organization, we have a r b i t r a r i l y  assumed t h a t  those segments of the  
program may be regarded as ttfunctionally* administered which a r e  
under Operations Off i c e s  report*ing t o  t h e  Washington d i v i s i o n s  prin- 
c i p a l l y  concerned,, i n  each case, o r  which a r e  d i r e c t l y  administered 
from Washington, On t h i s  assumption, t h e  following marked exceptions 
t o  a func t iona l  organization scheme must be recognized. 

1 Work i n  severa l  program ca tegor ies  i s  o f t en  per fomed 
a t  one lo@ation by a s ing ie  contractor,  as i n  the  case of Carbide, 
General E l e c t r i c  I(Hanford) and the  University of Ca l i fo rn ia  Radia- 
t i o n  Laboratory. In such cases, t h e  e n t i r e  contract  i s  administered 
by one AEC Manager, 

2 No f"ie1d o f f i c e  repor t s  t o  e i t h e r  t h e  Division of Research 
o r  t h e  Divisiofi o f  Biology and Medicine. 
volving work of primary i n t e r e s t  t o  one of these  d iv is ions ,  (e .gor  
Brookhaven National Laboratory, Iowa S t a t e  College, Univers i ty  of' 
Rochester), they  a r e  administered by an Operations Office convenient 
t o  t h e  cont rac tor .  A 1 1  bas ic  research con t r ac t s  administered i n  t h e  
f i e l d  a r e  assigned t o  Operations Offices,  

+In our consideration of t h e  s i z e  of various segments of t h e  program, 
we r e f e r  in t h i s  sec t ion  f o r  t h e  most p a r t  t o  operating cos ts .  Other 
cos t s  -- construction and plant and equipment, f o r  example, a r e  clear- 
l y  not i r r e l e v a n t ,  but it has  seemed poss ib le  t o  exclude them here  i n  
the  i n t e r e s t  of s i m p l i c i t y ,  

Where con t r ac t s  exist in- 
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3 
contracts, 

Spec ia l  f a c t o r s  have influenced assignment of pal-t.icular 
Mound Laboratory i s  under Oak Ridge, f o r  example, 

From Figure A it appears t h a t  t h e  bulk of t h e  weapons, raw 
materials, and f i s s i o n a b l e  materials programs i s  func t iona l ly  ad- 
ministered according t o  t h e  d e f i n i t i o n  s t a t ed  e a r l i e r .  These t h r e e  
programs of coume dominate AECTs  operating cos t s  a t  present,  and t h u s  
t h e  proportion of FY 1952 operating c o s t s  llfunctionallylt administered 
w a s  84.0%. 
were non-functionally admhfs te red  Sn FY 1952, and t h a t  t h i s  f i g u r e  
inc ludes  a l l  of t h e  programs in physical research and biology and 
medicine administered fn t h e  f i e l d ,  should not, be obscured by t h e  even 
lal-ger production f igu res .  

The f a c t s ,  however, t h a t  cos t s  t o t a l l i n g  $87.5 mi l l i on  

(2) Discussiori: Organization i n  t h e  F u t w e  

(a)  

From discuss ion  with t h e  General Manager, w e  have learned t h a t  
he h a s  f o r  some time considered overa l l  organization planning t o  be t h e  
r e s p o n s i b i l i t y  of h i s  o f f i c e ,  frr whim he has taken a personal h- 
t e r e s t  and about which he has  had informal discussions with t h e  Com- 
mission from time t,o t h e .  
and explained some of t h e i r  p r inc ipa l  fea tures ,  and i n  some cases cer- 
t a f n  s t eps  a l ready  taken t o  put them i n  e f f e c t ,  as summarized below: 

In t roduct ion;  organization planning a t  present 

H e  has described h i s  p lans  genera l ly  t o  us, 

1 A t lDirector f o r  Administrative Servicest1 w i l l  be appointed 
p r inc ipa l iy  t o  coordinate the work of t h e  Divisions of Security, Organi- 
za t ion  and Personnel, and Information Services, and perhaps o ther  staff" 
un i t s .  
been decided upon. 

We mders tand  t h a t  t h e  individual t o  f i l l  t h i s  pos i t i on  has  

2 I n  t h e  f i e l d s  of production and m i l i t a r y  appl ica t ion ,  t h e  
present opganization i s  t o  be continued, The operating Divisions of 
Production and Raw Materials,  and t h e  s t a f f  Division of Construction 
and Supply, w i l l  continue under t h e  Assistant General Manager f o r  
Manufacturing ( t h e  las t  d iv i s ion  t o  f lmct ion,  however, throughout t h e  
organization).  
t he  Deputy General Manager w i l l  continue t o  serve a l s o  as Assistant, 
General Manager f o r  Manufacturing, and t n a t  ac t ive  r e c m i t i n g  f o r  t h e  
pos i t ion  IS suspended. The Santa Fe Operations Office continues with 
j u r i s d i c t i o n  as a t  present,  repor t ing  through the  Director of Mi l i t a ry  
Application. We were t o l d  t h a t  Lzltimately Livermore may be placed 
under Santa Fe. 

We were t o l d  t h a t  €or t h e  present and immediate fu tu re ,  

3 The p o s i t i o n  of Ass is tan t  General Manager f o r  Research 
m d  Development i s  t o  be es tab l i shed ,  under whrcn t h ree  s t a f f  d iv i s ions  
w i l l  be placed: Research, Biology and Medicine, and Engineering and 
Pevelopment ( a t  present  Reactor Development), 
a n t  General Manager w i l l  be a Director of Contract Administration, t o  
whom w i l l  r epor t  p r i n c i p a l  f i e l d  o f f i c e s  not repor t ing  t o  Production, 

Also under t h i s  Assist- 
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Raw Materials or  Mi l i t a ry  Application. 
which w i l l  be taken from under t h e  New York Operations Office. We 
were t o l d  of e f f o r t s  t o  r e c r u i t  a number of candidates f o r  t h e  posi- 
t i o n  of Ass is tan t  General Manager f o r  Research and Development, none 
of which have proved successfu l  t o  date,  

Among these  w i l l  be Brookhaven, 

(b) Future Operation under the  Organization as Present ly  
Planned -- 

Organization planning should meet the  needs of operations as 
they e x i s t  a t  t h e  time t h e  planning is done, and a l s o  t h e  changed needs 
of operations as they w i l l  have developed a t  a f u t u r e  time; t h e  fmpor- 
tance of t h i s  i s  emphasized, i n  t h e  case of AEC, by t h e  tremendous ex- 
pansion of operations now under way. To assist i n  v i sua l i z ing  some of 
t he  consequences of" car ry ing  out and continuing t h e  organization plan 
explained t o  us by the  General Managel., thl-oughout and following t h e  
expansion program, we have prepared severa l  f u r t h e r  f igu res  based upon 
expected 1961 operations .%- 

Figure D show:; estimated operating cos t s  f o r  FY 1961, by 
Operations Off ices  and p r i n c i p a l  subordinate o f f i ces .  
information i s  s h a m  graphica l ly  in Figure I (1) -1. 

&Much of t h i s  

Figure E i s  a map ind ica t ing  Operations Offices and t h e i r  prin- 
c i p a l  subordinate o f f i ces .  

The plan make:; s eve ra l  contributions t o  ad jus t ing  t h e  present 
AEC organiza t iona l  scheme t o  t h e  t a sks  ahead, afid a t t acks  impoytant 
problems i n  t h e  present organization, 

-%To enable prepara1;ion of Figures D, E, F, and I (l), we have had t o  
make c e r t a i n  assumptions as t o  the  General Managerst plan which appear 
reasonable in the  :Light of t h e  July, 1951 char t  shown us by t h e  Gen- 
e r a l  Manager, and his supplementary explanation, but some of which have 
been ar r ived  a t  aPbit rarilyr. 

1, 
2. 

30 

40 

5. 

6. 

Portsmouth w i l l  be under t h e  Oak Ridge Operations Office. 
OpePations Off ices  w i l l  be established i n  Tennessee and 
Flor ida  widel- t h e  Raw Materials Division. 
An independent o f f i c e  w i l l  be es tab l i shed  a t  Brookhaven 
under t h e  Director of Contract Administration, 
The weapons wor-k a t  Livermore now under t h e  San  Francisco 
Operations Off ice  w i l l  be t ransfer red  t o  t h e  Santa Fe 
Operations Office.  
An o f f i c e  w i l l  be es tab l i shed  a t  Hartford, Conn. under 
Chicago 
Otherwise o f f i c e s  under t h e  Director of Contract Adminis- 
t r a t i o n  w i l l  continue t o  have t h e i r  present r e l a t ionsh ips  
t o  each other,  
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For example, t he  plan contemplates placing a l l  f i e l d  a c t i v i t i e s  
except those assigned t o  the  Division of Mi l i ta ry  Application under 
Ass is tan t  General Nanagers of s t rong background r ec ru i t ed  01" borrowed 
from p r i v a t e  industry.  This should strengthen the  Off ice  of t h e  
General Manager ahd at  the  same time r e l i e v e  the  burden on t h e  Gen- 
eral  Manager himself by reducing the  number of o f f i c i a l s  repor t ing  
t o  him. This number i s  s t i l l  l a r g e  a t  present  (Figure C ) .  

The plan provides b e t t e r  opportunity f o r  i n t e g r a t i n g  t h e  work of 
t h e  Divisions of Research, Biology and Medicine, and Engineering and 
Development (now Reactor Development) e 

It a l s o  providles, i n  t h e  posi t ion of Director  f o r  Administrative 
Services,  b e t t e r  opportunity f o r  in tegra t ion  of t h e  work of t h e  Divi- 
s ions of' Securi ty ,  Organization and Personnel, and Information Serv- 
ices .  

The plan provi-des f o r  a considerable increase i n  t h e  "function- 
alism" of t h e  organization. If the  present  organizat ional  scheme were 
t o  be continued, estimated operating cos t s  f o r  FY 1961 f o r  work per- 
formed under f i e l d  o f f i c e s  f o r  other than t h e i r  parent d iv i s ions  in 
Washington would be! $183.8 mil l ion,  OP 9.2% of t h e  t o t a l  estimated 
operat ing cos ts ,  
plan would be $101.5 mill ion,  o r  5*3% of" t h e  t o t a l ,  
d i f fe rence  i s  of course brought about by placing t h e  preponderance of 
the  research programs under an o f f i c i a l  w i t h  general  l i n e  responsi- 
b i l i t y  f o r  research and development. 

The corresponding f i g u r e  under t h e  General Manageres 
Most of t h e  

( c >  Considerations i n  Long Range Organization Planning 

Organizati-on planning i s  so important t o  an expanding agency 
l i k e  AEC t h a t  a l t e r n a t i v e  approaches should be ca re fu l ly  explored and 
evaluated. For th i . s  reason, and a l s o  because the  General Managergs 
plan has  not been c:arried i n t o  d e t a i l  concerning f i e l d  organization,* 
we wish t o  descr ibe an a l t e r n a t e  approach t o  organizat ion planning 
based on t h e  problems discussed i n  our review of f i e l d  administra- 
t i on ,  on t h e  study of delegations,  ana on a pro jec t ion  of t h e  program 
up t o  FY 1961. 

I n  t h e  preceding sect ion on Delegations we have discussed a t  
some length c e r t a i n  condi t ions re la ted  t o  organization which appear t o  
deserve a t t e n t i o n  -.- t he  presence of c e r t a i n  doubtful ly  necessary 
echelons between t h e  Commission and the  contractors ;  divided and un- 
c l e a r  l i n e s  of respons ib i l i ty ;  key o f f i c i a l s  in e f f e c t  holding d i r e c t  
r e s p o n s i b i l i t i e s  t o  severa l  higher a u t h o r i t i e s ;  and organiza t iona l  
f e a t u r e s  a t  t h e  f i e l d  l e v e l  which complicate r e l a t ionsh ips  with con- 
t r a c t o r s ,  Some of t hese  conditions would be improved by the  General 

+For t h i s  reason it has not seemed that it would be u s e f u l  t o  repro- 
duce the  chart  herein.  
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Managerts organizat ion plan. 
ser iousness  w i l l  be compounded as t h e  s i ze  of t he  program increases .  

To t he  extent  they p e r s i s t ,  however, t h e i r  

The expanded program a l s o  g rea t ly  increases  t h e  i n t e r e s t  of 
f e a t u r e s  of t h e  organizat ion which already r a i s e  quest ions with respect  
t o  t h e  s i z e  of programs administered by t h e  AECts  var ious o f f i c e s  (we 
here again use opera t ing  cos t s  (Figures A and D >  a s  i nd ices  t o  the  
s i z e  of programs), for example: 

1 The spread in s ize  of t h e  l a r g e s t  and smallest  t o t a l  pro- 
grams a&is te red  under Operations Off ices  ( t h e  d i f f e rence  between 
$181 mi l l ion  and $6 mi l l ion  in FY 1952, between $559 mi l l ion  and 
$12 mi l l i on  i n  FY 1961). 

2 The spread in s i z e  between the  l a r g e s t  t o t a l  program ad- 
minis tered by an a rea  or  f i e l d  o f f i c e  and the  smallest  t o t a l  program 
a w n i s t e r e d  by an Operations Off ice  ( t h e  difference between $121-3 
mil l ion  (area)  and $12 mi l l ion  (operations) i n  FY 1961). 

3 The s i z e  of t h e  two l a r g e s t  programs administered by 
Operation; Off ices  ( those  of Smta Fe and Oak Ridge), a l ready  very 
pronounced in FY l5)52, and due t o  be t r i p l e d  i n  each case by FY 1961. 

The expansion program l ikewise mcreases  i n t e r e s t  i n  t h e  geo- 
graphical  j u r i s d i c t i o n  of t h e  Operations Off ices ,  p a r t i c u l a r l y  with 
respect  t o  such f a c i l i t i e s  as shown i n  Figure F which according t o  
presenc plans w i l l  be administered by o ther  than t h e  nea res t  Opera- 
t i o n s  Off ice .  

With these  problems and questions i n  mind we proceed t o  discussion 
of some of t h e  f a c t o r s  which Bhould influence the  shaping of organi- 
zation, first,  i n  the f i e l d ,  and second, i n  Washington headquarters. 

- 1 Considerations i n  Oraanizing the  Flfeld 

Since t h e  operat ions f o r  wliieh the  Commission e x i s t s  a r e  ae- 
complished a t  i t s  widely dispersed f i e l d  f a c i l i t i e s ,  we have thought it 
des i rab le  t h a t  our consideration of f u t u r e  organizat ion begin with 
f a c t o r s  whieh inf luence  loca t ion  and organizat ional  grouping of AEC 
f i e l d  o f f i ces .  

A primary quest ion is, of course: 
an AEC s t a f f  should be locat*ed? The bas ic  r e s p o n s i b i l i t i e s  of" t h e  
agency requi re  t h a t  a t  major operat ing and construct ion jobs the re  be 
on-the-spot AEC staff. The present s i t ua t ion ,  however-., suggests a 
ru l e  t o  which t h e r e  a r e  now very few exceptions and which seems a 
sa t i s f ac to ry  one t,o adopt f o r  t h e  purposes of t h i s  discussion:  
s t a f f  should be loca ted  wherever t he re  i s  a s ign i f i can t  amount of AEC 
owned p lan t  and equipment. 
r e l i a b l e  ind ica t ion  of t h e  poin ts  a t  which AEC s t a f f  i s  e i t h e r  now 
located or  w i l l  be upon i n i t i a t i o n  of t h e  pro jec t  (Figure G i s  a l i s t b g  

What should determine where 

AEC 

Thus it is noted t h a t  Figure G gives  r a t h e r  
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of AEC investments i n  plant  and equipment by loca t ion  as of the  com- 
p le t ion  of t h e  present ly  estimated construction program). 

The p o s s i b i l i t y  may now be considered of es tab l i sh ing  such a 
s t r i c t l y  functional- organization as was recommended by the  I n d u s t r i a l  
Advisory Group i n  1-948: 
div is ions  w i l l  be given d i r e c t  au thor i ty  over those Commission 
a c t i v i t i e s  -- wherever s i t ua t ed  -- which match t h e  funct ions of t h e  
respect ive divisions1'.* We have pointed out a l ready considerable 
variances from funct ion in t h e  AEC organization scheme. Functional 
alignment can be increased -- t h e  General Managerss plan, f o r  ex- 
ample, would merge three  d iv is ions  in te res ted  p r inc ipa l ly  i n  research 
and development anti simplify funct ional  r e l a t i o n s  between Washington 
and the  f i e l d  i n  these  a c t i v i t i e s .  Function alone cannot determine 
AEC f i e l d  organizal;ions, however, 
i n  t he  work of many AEC contractors ;  e laborate  channels between AEC 
and the  ind iv idua l  cont rac tors  would be necessary on a s t r i c t l y  funct- 
iona l  bas i s ,  as we:Ll as an overlapping AEC f i e l d  organization. 

"One i n  which each of the  four  headquarters 

More than one funct ion i s  involved 

On t h e  o ther  hand geography does not serve s a t i s f a c t o r i l y  as a 
so le  clpiterion fol- orgamjzing t h e  f ie ld .  
many f a c i l i t i e s  -- f o r  example, t h e  feed mater ia l  p lan ts ,  o r  t h e  
d i f fus ion  p l an t s  a-t Oak Ridge and Paducah -- a r e  c lose ly  in t e r -  
r e l a t ed  and t h i s  argues f o r  administration under a s ingle  AEC f i e l d  
o f f i c i a l .  Another consideration i s  t h a t  t he re  may be s ign i f i can t  
differences in t h e  s t a f f i n g  and c a p a b i l i t i e s  of major AEC o f f i ces ,  
which would make s t r i c t l y  geographical grouping i n e f f i c i e n t .  For in- 
stance, Rocky F l a t s  i s  nearer  t o  Grand Junction than t o  Santa Fe, but 
Grand Junction would have t o  undergo a major reorganization (and ex- 
pansion) before it could take on t h e  f a c i l i t y ,  and many d i f f i c u l t  prob- 
lems of communication and coordination would s t i l l  remain. 
Iowa S ta t e  i s  nearer  t o  Kansas City than t o  Chicago, ye t  placing t h e  
Ames Area Office under Chicago seems c l ea r ly  preferable ,  because 
Chicago i s  s t a f f ed  t o  administer yesearch work while t h e  emphasfs 
a t  Kansas City i s  on manufacturing, 

For 0116: thing,  operat ions a t  

Likewise, 

Yet geography need not be dismissed a l toge ther  as a consideration 
in organizing t h e  f i e l d ,  f o r  while placing ce r t a in  combhations of 
functions under ind iv idua l  Operation Off ices  may seem undesirable,  
AEC has learned by experience t h a t  other combinations may be qu i t e  
manageable. 
va r i e ty  of programs under way a t  individual  f a c i l i t i e s ,  but it i s  a l so  

This i s  perhaps demonstrated most e f f ec t ive ly  by the  

+"Report t o  the  U.S. Atomic Energy Commission by t h e  I n d u s t r l a l  Ad- 
visolpy Group", Dec.ember 15 ,  1948. The four  d iv is ions  al luded t o  are 
apparently ProductLon, Mi l i ta ry  Application, Reactor Development, 
and Research, t h e  l a s t  name considered as including t h e  ju r f sd ic t ion  
of t he  present Division of Biology and Medicine, 
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confirmed by t h e  adminis t ra t ion of Mound by Oak Ridge, and of Liver- 
more by San Francisco, It should be noted t h a t  in major AEC o f f i c e s  
the  Manager tends t ' o  be an adminis t ra tor  r a the r  than a t echn ica l  man, 
s o  t h a t  d i f fe rences  i n  t h e  nature  of t h e  work under h i s  j u r i sd i c t ion  
do not reduce h i s  personal effect iveness .  
var ie ty ,  however, as has  been intimated, i n  the s t a f f s  of t h e  var- 
ious of f ices .  By and l a r g e  t h e  AEC s t a f f s  a t  the  out lying weapons 
p ro jec t s  and a t  Grand Junction do not  seem readi ly  adaptable t o  o ther  
than t h e i r  primary funct ions.  A t  t h e  same time it i s  c l e a r  t h a t  i n  
individual  cases weapons work can be wel l  administered under non-weapons 
Operations Offices,  and it seems qu i t e  poss ib le  t h a t  t h e  projected r a w  
mater ia l s  operat ions i n  t h e  southeast  could be administered under 
nearby Operation Off ices  p r inc ipa l ly  engaged in production of f i ss ion-  
able  mater ia ls .  
assigned t o  o f f i c e s  with o ther  primary funct ions providing they are 
wel l  s t a f f ed  t echn ica l ly ,  
extent  out l ined here  i s  a demonstrated and exploi table  a s s e t  of AEC 
staffs i n  t h e  f i e l d .  

There i s  s ign i f i can t  

Reactor development or research p ro jec t s  may a l s o  be 

V e r s a t i l i t y  among funct ions t o  t h e  general  

It would appeaY9 i n  considering oyganization of AEC f i e l d  f a c i l i -  
t i e s ,  t h a t  t h i s  v e r s a t i l i t y  might enable making exceptions t o  
func t iona l  grouping where t h i s  would prevent dupl icat ion of AEC s t a f f  
o r  f a c i l i t a t e  rea1:Lzation of savings through common serv ices  f o r  
neighboring s i t e s  having different,  functions.  
t i o n  projected t o  l96X according t o  present  plans (Figure E) t he re  
a r e  severa l  situat:Lons which seem t o  i n v i t e  considePation of such ex- 
ceptions. 
of Livermore m d e r  t h e  San Francisco Operations Office,  t h e  assignment 
of the new r a w  ma te r i a l s  operat ions in t he  southeast t o  e x i s t k g  pro- 
duction of f ices ,  and some means of in tegra t ion  among the  major f a c i l i -  
t i e s  i n  the  s t a t e  (of Ohio -- these  six f a c i l i t P e s  w i l l  apparently be 
independent of each other  (with one possible  exception) and w i l l  report  
t o  Chicago, New York o r  Oak Ridge. 

I n  t h e  AEC organiea- 

The p r i n c i p a l  p o s s i b i l i t i e s  involved a r e  t h e  continuation 

It i s  apparent t h a t  t h e  workabi l i ty  of exceptions t o  func t iona l  
grouping i s  increased when t h e  l i n e  of au tho r i ty  i s  c l e a r  and un- 
divided; it i s  p a r t i c u l a r l y  a t t r a c t i v e  i n  connection with schemes of 
organization under which a l l  p r inc ipa l  f i e l d  f a c i l i t i e s  repopt t o  a 
s ing le  o f f i c i a l  i n  Washington headquarters. 

Another problem t o  be considered i n  organizing the  f i e l d  is t h a t  
of t he  optimum s i ze  of an Operations Office. It i s  d i f f i c u l t  t o  d i scuss  
t h i s  question b r i e f l y  without oversimplifyfng, because of t he  number 
and nature  of re levant  f a c t o r s  -- a few being the  d ive r s i ty ,  v a r i a b i l i t y  
and geographical d i s t r i b u t i o n  of t h e  work, t he  c a p a b i l i t i e s  of t h e  
Nanager, and the  q u a l i t y  of t h e  s t a f f  and of t he  contractors .  

The most obvious problem r e l a t i n g  t o  optimum s i z e  of o f f i ces ,  which 
w i l l  develop i n  t h e  growth of AEC as now planned, w i l l  be t h e  very 
la rge  u l t imate  s i z e  of t h e  Santa Fe and Oak Ridge operations,  which 
i s  p a r t i c u l a r l y  s t r i k i n g  when contrasted t o  t h e  s i ze  of the  other  
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Operations Off ices  (Figure D), 
operations w i l l  be l a r g e l y  func t iona l  -- Santa Fe including most 
of t he  weapons work and Oak Ridge the  d i f fus ion  f a c i l i t i e s .  I f  
i nde f in i t e  expansion of such o f f i c e s  were assumed, however, it would 
be expected t h a t  ciImunstances of geographical dispersion, and of 
s ize  and complexity of t h e  operations,  would at some point combine 
t o  ind ica t e  t h a t  d iv is ion  of t h e  operat ions would be more e f f i c i e n t  
than continued expansion of t h e  s i n g l e  of f ices .  
t i o n s  of government pay s c a l e s  would seem t o  be relevant  t o  such a 
d e t e h a t i o n .  
beyond which gyowth of Santa Fe and Oak Ridge should not be allowed 
t o  proceed. 

It i s  t r u e  t h a t  t h e  two systems of 

Some of t h e  lfmita- 

The question is, whether a poin t  w i l l  be reached 

Several  other  considerat ions should be mentioned b r i e f l y  i n  con- 
nection with poss ib le  breaking up of l a rge  0perat.ions Offices.  

F i r s t ,  i t  i s  conceivable t h a t  d iv is ion  of an o f f i c e  might be a 
des i rab le  objec t ive  i f  scheduled t o  occur when operations have become 
more s t ab i l i zed ,  but should not  be attempted whi l e  construct ion remains 
i n  progress and some of t h e  more d e l i c a t e  coordinating problems of the  
expansion period remain, ( In  t h i s  connection, when an unusually l a r g e  
or dispersed j u r i s d i c t i o n  of a f i e l d  o f f i ce  i s  j u s t i f i e d  so l e ly  on t h e  
grounds t h a t  it mak:es poss ib le  coordination of r e l a t ed  parts of the  
program by one f i e l d  off"icia1,  the question arises, whether higher 
headquarters could not assume some of t he  coordinating funct ions,  and 
thus permit more log ica l  breakdown of t he  f i e l d  operation. 1 

Second, expanzjion of an o f f i ce ,  as w e  nave pointed out, a f f e c t s  
i t s  r e l a t i o n s  with cont rac tors  by tending t o  force day-to-day contac ts  
and o f f i c i a l  channels of communication mcreas ingly  lower in t h e  AEC 
organization, and :Leaving t h e  Manager himself l e s s  and l e s s  t i m e  t o  
give t o  adminis t ra t ion of ind iv idua l  contracts .  

Third, a p o s s i b f l i t y  which has t o  be guarded against  as f i e l d  
o f f i ces  grow t o  extreme s i z e  and acquire  dispersed sub-offices, i s  the  
tendency t o  accumulate a l a r g e  f i e l d  headquarters s t a f f  which assumes 
o r  dupl ica tes  t h e  proper func t ions  of Washington headquarters. 

I n  summary, development of t h e  f i e l d  organization, and determina- 
tion of which of t he  vwious  AEC o f f i c e s  should become OpePations 
Offices, should involve the  following considerations:  

- a The number of f i e l d  o f f i c e s  Washfngton headquarters can 
e f f e c t i v e l y  dea l  with,  

- b The si.ze and importance of t he  program and of t h e  AECss 
investment a t  t h e  var ious s i t e s .  

- c Logical grouping of o f f i c e s  by function. 
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- d Excepticns t o  func t iona l  grouping of o f f i c e s  when t h i s  
would r e s u l t  i n  savings witnout s a w i f i c e  of e f fec t -  
i ve  adminis t ra t ion,  

- e The s i z e ,  complexity and d i s p e r s a l  of t h e  operations 
proposed f o r  assignment t o  a s ing le  of f ice .  

- f The d is tance  of l a r g e  f a c i l i t i e s  from t h e  neares t  Opera- 
t i o n s  Off ices  a t  o ther  sites. 

We turn  next t o  discussion of some of t h e  €actors  which should 
influence t h e  organizat ion of t h e  Washington o f f i ce .  

- 2 Considerations b Organizing Washington Headquarters 

It has  not seemed des i r ab le  t h a t  we t ry  t o  consider planning 
f o r  t he  organization of Washington headquartem i n  d e t a i l .  
t o  o f f e r  comment, however, on two fundamental problems of a l loca t ion  
of r e s p o n s i b i l i t i e s  i n  headquarters,  t h e  first of which in p a r t i c u l a r  
concerns the  re la t ionship  between Washington and t h e  f i e l d :  

We do wish 

- a Is it d.esirable t h a t  l i n e s  of authoPity descending from 
t h e  General W a g e r  diverge t o  t h e  pr inc ipa l  f i e l d  es- 
tablishments from a s ing le  point  in the  Washington head- 
quar te rs  Organization? and 

- b What a r e  t h e  organiza t iona l  approaches t o  r e l i e d n g  t h e  
burden on t h e  General Manager? 

- -  Lines of Authority between Washington and t h e  F ie ld  a 

We bel ieve t h a t  AEC*s oyganization planning should include 
carefu l  study of t he  p o s s i b i l i t y ,  a l ready  al luded to ,  of placing all 
f i e l d  operations under t h e  l i n e  au tho r i ty  of a s ing le  o f f i c i a l  i n  
Washington headqua:rters. 
zat ion has developed, we have t r i e d  t o  suggest ac t ions  by which ad- 
minis t ra t ion  of thle program under t h e  present  or  present ly  planned 
organization might benef i t ,  
e s t ab l i sh  one headcquarters o f f i c i a l  over f i e l d  operations. 

A s  o w  discussion of delegations and organi- 

A more fundamental approach would be t o  

The d e s i r a b i l i t y  of t h e  move depends i n  l a rge  pa r t  upon the  sound- 
ness of s e p a r a t h g  organiza t iona l ly  d i r e c t  r e spons ib i l i t y  f o r  operation 
of t he  f i e l d  f a c i l i t i e s  from t h e  other  r e s p o n s i b i l i t i e s  of Washington 
headquarters. 

What might be termed t h e  e s s e n t i a l  s t a f f  funct ions of t h e  Wash- 
ington program div is ions  -- planning, programming, a s s i s t i n g  i n  budget 
operations, inspectfng, evaluat ing,  maintaining formal and informal 
technica l  contacts  with t h e  f i e l d  -- a r e  separable from funct ions 
d i r e c t l y  r e l a t ed  t,o operat ing r e s p o n s i b i l i t y  and can a l l  lend themselves 
t o  performance by s t a f f ,  as d i s t i n c t  from l i n e  units. 
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A s  in t h e  case of t h e  Managers of Operations, s t rong  administrators,  
r a t h e r  than technic id  men, a r e  needed t o  t ake  r e spons ib i l i t y  51 Washing- 
ton  for l a rge  segments of AEC*s f i e l d  operations. We be l ieve  i n  f a c t  
t h a t  it would be f e a s i b l e  t o  place a s i n g l e  such o f f i c i a l  i n  t h e  l i n e  
of au tho r i ty  between t h e  General Manager and a l l  of t h e  Managers of 
Operations, and t h a t  t h e  d e s k a b i l i t y  of  t h i s  arrangement should be care- 
f u l l y  weighed i n  AEC*s long range organization planning ... 

6, 

Most of t h e  p r inc ipa l  arguments favor ing  t h i s  poss ib le  move r e l a t e  
t o  e a r l i e r  discussi'ons. They may be summarized as follows:: 

i Lines of au tho r i ty  and r e s p o n s i b i l i t y  between the  Commiss- 
i o n  and the  f i e l d  would follow a simple, c l ea r ,  and (with perhaps minor 
exceptions) uniform pa t te rn ,  running from t h e  Commission through the  
General Manager, through t h e  fndiv idua l  i n  charge of a l l  operations, 
t o  t he  Managers of Operations. 
f a c i l i t a t e  assigtunent of oommensurate r e s p o n s i b i l i t y  and au thor i ty ;  
it would coincide exac t ly  with t h e  p a t t e r n  of" organization. 

This p a t t e r n  of delegation would 

f i  The number of echelons separa t ing  t h e  Commission from the  
Managers 2 Operations would be held t o  two,. each f u l l y  j u s t i f i a b l e .  
( In  t h e  organization now planned, t h e r e  would be th ree  echelons, except 
i n  t h e  case of t h e  Santa Fe Manager.) 

I iii Managers of Operations would c l e a r l y  have one supervisor 
a t  headquarters l e v e l ,  and t h e i r  o b j e c t i v i t y  i n  administering t.he var- 
ious  segments of t h e i r  programs would match h i s  own. 

f v  The e f f o r t s  of t h e  Washington program d iv i s ions  could be 
concen t r acd  on programming, po l icy  making, planning, inspecting and 
evaluating, from which they  have t o  a degree been d iver ted  because of 
preoccupation with operational problems. 

v The problems inherent i n  maintenance of the four  v i r t u a l l y  
nation-wide, highly func t iona l  f i e l d  organizations now planned (those 
repor t ing  respec t ive ly  t o  Raw Materials, Production, Mi l i t a ry  Appli- 
cation, and t h e  Director of Contract Administration) -- development of 
incons is ten t  standards, po l i c i e s ,  procedures and in t e rp re t a t ions ,  un- 
economical organiza t iona l  gyouping of sub-offices,  and d i f f i c u l t i e s  o€ 
exchanging a s s i s t ance  among t h e  o f f i c e s  -- would be removed or sub- 
s t a n t i a l l y  reduced., 

v i  Placing a major segment of t h e  program under l i n e  auth- 
o r i t y  of t h e  Direct,or of Military Application, who i n  p rac t i ce  i s  
necessar i ly  a career  o f f i c e r  of t h e  Armed Forces d e t a i l e d  temporarily 
t o  t h e  AEC, would be avoided. 

- v i i  It seems j u s t i f i a b l e  t o  expect t h a t  t h e  streamlining of 
t h e  organization and delegation p r a c t i c e s  which would occur, would a c t  
t o  strengthen s i g n i f i c a n t l y  AECf s r e l a t i o n s  with i t s  contractors.  
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- b Organizational Approaches t o  Reducing the  Burden on t h e  
General Manager. 

Much of t he  thought which has been given t o  reorganizat ion 
has centered about t he  problem of making more e f f i c i e n t  use of t h e  
General Managervs time. Taking i n t o  account t h e  very small s i z e  of 
h i s  immediate o f f i c e  and t h e  subs t an t i a l  recent  growth of t h e  program, 
as w e l l  as the  number of o f f i c i a l s  continuing t o  repor t  d i r e c t l y  t o  
him9+ it is  d i f f i c u l t  t o  bel ieve t h a t  t h e  11bto lerab le  burden" on 
t h e  General Manager in 1948 has become much more t o l e r a b l e  today. 

It should be recognized, of course, t h a t  any general  improvement 
of t h e  A E C s s  organization and management would t o  a degree a l l e v i a t e  
t h e  load on t h e  General Manager, whether the fmprovement should involve 
b e t t e r  personnel, f o r  example, b e t t e r  de lega t ions  or b e t t e r  promulga- 
t i o n  of policy.  

A s  t o  t h e  General Managerts r e l a t ionsh ip  t o  f i e l d  operations,  t he  
organiza t iona l  approach discussed above, of having all Managers of 
Operations repor t  t,o a s ingle  o f f i c i a l  i n  Washington, seems t o  o f f e r  
p o s s i b i l i t i e s  of sjmplifging the  General Managepa s job. Under the  
organizat ion now planned, t h e  General Manager would hold th ree  pr inc ipa l  
a s s i s t a n t s  ( the  two Assis tant  General Managers and the  Director  of 
Military Application) responsible f o r  t h e  severah systems of f i e l d  
operations.  There would be a tendency f o r  h h  t o  mediate discussions 
of coordination of t h e  systems, or  problems of overlapping i n t e r e s t s .  
Under t h e  proposal j u s t  discussed, these  problems should be much re- 
duced i n  t h e  first place, and many of those remaining should be 
soluble  by t h e  Washington o f f i c i a l  i n  charge of operations.  
same time, only t h s  simplest  adminis t ra t ive channels would e x i s t  be- 
tween the  General Manager and AEC*s f i e l d  operations.  

A t  t h e  

There seem t o  be three  general approacnes t o  s impl i f i ca t ion  of 
t h e  General Managerfs re la t ionship  with u n i t s  of t he  Washington staff: 
reduction of t he  number of s t a f f  units, establishment of Assis tant  
Geneyal Managers Itin l ine"  between the  General Manager and the  un i t s ,  
and increased use of staff a s s i s t a n t s  i n  t h e  General Managerfs of f ice .  

Any reduction i n  the  number of o f f i c e s  repor t ing  t o  the  General 
There seems l i t t l e  p o s s i b i l i t y  Manager must be along log ica l  l i n e s .  

t h a t  a reduction could be e f fec ted  among t h e  present  l l s ta f f l r  dfvis ions;  
t h e  grouping of funct ions undep the  Division of Construction and Supply 
i s  a l ready  on a catch-al l ,  rather- than a s t l - i c t ly  l o g i c a l  bas i s .  
Bet te r  p o s s i b i l i t i e s  might be found among t h e  u n i t s  of t h e  Off ice  of 
the  General Manager, par t icu lay ly  t h e  O f f  i c e s  of 
I n d u s t r i a l  Development. 

+18 o f € i c i a l s  now report  d i r e c t l y  t o  t h e  General 
before t h e  1948 reorganization (see Figure C >  

C la s s i f i ca t ion  and 

Manager, 6 less  than 

- - 
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Establishmeqt of i n  l ine"  Assis tant  General Managers between the  
General Manager and 
same order  of magnitude as adding echelons between t h e  General 
Manager and Operations Off ices  i n  the  f i e l d .  
r e l a t e d  t o  Washingion i n  accordance with t h e  a l t e r n a t i v e  scheme dis-  
cussed above, the  appointment of an Assis tant  General Manager t o  be 
responsible  f o r  t he  Divisions of' Research, Biology and Medicine, and 
Eslgineering and Development would seem q u i t e  l og ica l .  
advantages t o  t h i s  approach: 
proved very d i f f i c u l t  t o  r e c r u i t ,  and in some measure it reduces the 
p re s t ige  and a t t r ac t iveness  of the  Division Director  pos i t ions .  

d iv is ions  does not  e n t a i l  dangers of" the  

I f  t h e  f i e l d  were t o  be 

There are dis-  
h i i v i d u a l s  of t h e  c a l i b r e  needed have I I 

The use of a few competent a s s i s t a n t s  seems f e a s i b l e  i n  general ,  
t o  insure  t h a t  coordination and good s t a f f  work have been accomplished 
on mat te rs  being r e fe r r ed  t o  t he  General Manager, and t o  conserve h i s  
t h e  f u r t h e r  by unilertaking coordinating and o ther  spec ia l  assignments, 
and poss ib ly  also Lo assist i n  the  d i r ec t ion  of s t a f f  u n i t s  a t tached 
t o t h e  Off ice  of t h e  General Manager;: as we understand it, i n  f a c t ,  the  
proposed Director  of Administrative Services would be such an a s s i s t an t .  
Ass is tan ts  of t h i s  type need not have such backgrounds as  would be 
des i r ab le  i n  lrin-linell A s s i s t a n t  General Managers; ye t  they may make a 
comparable contr ibut ion t o  the  program when they br ing  t o  the  job a good 
balance among competence, t a c t  and se l f - . res t ra in t ,  and they may some- 
t imes enable an executive t o  funct ion s a t i s f a c t o r i l y  with many more than 
the  usua l  number of o f f i c i a l s  report ing d ipec t ly  t o  him ( a s  appears 
from Figure C ,  t h i s  l a s t  problem i s  hardly avoidable f o r  AECas General 
Manager). 

- -  3 Miscellaneous Organizational Considerations 

Several  miscellaneous problems Rave come t o  our  a t t e n t i o n  i n  
t h e  course of our study, which a r e  per t inent  t o  opganization, 

s a *cia1 problems of coordination 

We have encountered suggestions f o r  b e t t e r  coordination i n  
Washington headquarters i n  t h r e e  f i e l d s  of a c t i v i t y .  
t he  s i t u a t i o n s  i n  question and d o  not have firm views on them. Each 
case involves assignment of c lose ly  re la ted  &+a m p o r t v l t  r e s p o n s i b i l i t i e s  
t o  severa l  u n i t s  of t he  Washington s t a f f ,  and it would seem that.  a re- 
view of each case t o  evaluate coordination now achieved and possibly 
t o  suggest organizat ional  or o t h e r  means of improving it, might be of 
value. The th ree  f i e l d s  of securi ty ,  nea l th  and safety,  and in t e r -  
na t iona l  a f f a i r s :  

W e  have not studied 

i S e c u r i i ,  - -  

The coordination of the many a c t i v i t i e s  i n  Washington head- 
qua r t e r s  which r e l a t e  d i r ec t ly  t o  secu r i ty  i s  of obvious importance. 
These incIxde, Lri addi t ion t o  t he  funct ions of t h e  Division of Securi ty  
and c e r t a i n  of th'ose of the  Division of OPganiaatfon and Personnel and 
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Information Services, c l a s s i f i c a t i o n  and dec la s s i f i ca t ion ,  export con- 
t r o l  and SF mater ia l s  accountabi l i ty .  The proposed pos i t ion  of D i -  
r e c t o r  of Administrative Services should f a c i l i t a t e  b e t t e r  coordina- 
t i on ;  it should be noted, however, t h a t  severa l  of t he  func t ions  i n  
question are not those of staff u n i t s  with coordination of which we 
understand t h e  Director of Administrative Services w i l l  be charged. 

ii Health and Safety - -  
General "stafftt r e s p o n s i b i l i t i e s  i n  the  f i e l d  of hea l th  and 

sa fe ty  have been assigned t o  t h e  Divisions of Biology and Medicine, 
Organization and Personnel, and Engineering. We have al luded e a r l i e r  
t o  t h e  confusion of some of t h e  basic  de lega t ions  involved, We a r e  
sympathetic t o  a f i n d k g  of a recent  r epor t  on an inspect ion of the  
AECts program by MT. Sidney J, W i l l i a m s :  "In both aims and methods 
t h e  various pro tec t ive  serv ices  -- safe ty ,  f i r e  protect ion,  hea l th  
physics, hygiene, and hea l th  and medical se rv ices  -- have much in 
common. 
c losely coordinated. 
ab le  ex ten t ;  i n  Washir,gton, not a t  

Hence the  Advisory Board recommended that  these func t ions  be 
I n  t h e  f i e l d ,  t h i s  has  been done t o  a consider- 

iii In te rna t iona l  Af fa i r s  - -  
From several  sources we have heard t h a t  b e t t e r  coordination 

i s  des i rab le  of t he  many func t ions  i n  headquarters bearing on in t e r -  
na t iona l  a f f a i r s ,  
organization, s p e c i f i c a l l y  by: 

These a r e  performed throughout the  headquarters 

The C o ~ i s s i o n  
The General Manager 
The Division of Securi ty  
The Division of Raw Mater ia ls  
The Division of Construction & Supply (export control  and 

The DivisILon of Research (Technical Cooperat.ion and isotopes)  
The Office of Special  P ro jec t s  
The Office of C las s i f i ca t ion  (and Senior Responsible Reviewers) 
The Off ice  of In t e l l i gence  

source ma te r i a l s  l i cens ing)  

*"Conformance w i t h  t h e  recommendations made by t h e  Safety and Indus- 
t r i a l  Health Advisory Board, 191+7-L+8fT, a repor t  by M r .  Sidney J. 
W i l l i a m s  dated Dec. 15, 1952. 
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There i s  'no important obJeetion of p r inc ip l e  t o  t h e  establish- 

F ie ld  hp loyees  Direc t ly  Responsible t o  Washingion 

ment of AEC pos i t ions  i n  t h e  f i e l d  which are not  p a r t s  of Operations 
Offices,  even though they may be administered by them, It must be noted 
t h a t  t h e  l e g a l  organization, which throughout AEC (organization cha r t s  
of most Operations Off ices  t o  the  contrary) r epor t s  d i r e c t l y  t o  t h e  Gen- 
e r a l  Counsel i n  Washington, has  operated with apparent success, even 
though it i s  not obvious t h a t  s a t i s f a c t o r y  r e s u l t s  would not a l s o  have 
been obtafned by use of t h e  standard organiza t iona l  pa t te rn .  Wherever 
an ind iv idua l  holds d i r e c t  r e s p o n s i b i l i t y  t o  a Manager of Operations and 
t o  an o f f i c i a l  i n  headquarters, however, t h e  t r a d i t i o n a l  administrative 
dangers of duplicate! supervision w i l l  e x i s t ,  and these  a r e  s u f f i c i e n t  t o  
suggest t h a t  such s i t u a t i o n s  be permitted only i n  spec ia l  circumstances. 
P a r t i c u l a r  care  should be taken i f  t h e  f i e l d  employee concerned i s  , 
l i k e l y  t o  face  a c o n f l i c t  between t h e  i n t e r e s t s  of t h e  two "super- 
visors11. To i l l u s t i - a t e  t h i s  point we a l lude  t o  t h e  i n t e r n a l  aud i t  
program now being formulated by t h e  Cont ro l le r ,  f a r  t h e  execution of 
which he w i l l  look t o  t h e  Dfrectors of Finance on t h e  s t a f f s  of t h e  
Managers of Operations. 
t h e  f n t e r n a l  aud i t  as it appears t o  be t ak ing  shape, i s  t h e  appra i sa l  of 
t h e  e f fec t iveness  of t h e  Manager himself -- fo r  over a period of time the 
e f fec t iveness  of t h e  p a r t s  of h i s  organization which t h e  i n t e r n a l  audi t  
w i l l  examine i s  t h e  e f fec t iveness  of t h e  Manager. The Director of 
Finance who f z d s  himself making judgments which r equ i r e  t h a t  i n  e f f e c t  
ne c r i t i c i z e  h i s  Manager i n  r epor t s  which must be submitted t o  t h e  
Cont ro l le r  in Washington, i s  fn a dilemma. A t  t h e  same t h e ,  t o  Pemove 
t h e  i n t e r n a l  audi t  func t ion  from t h e  j u r i s d i c t i o n  of t h e  Manager would 
be t o  deprive him of r e spons ib i l i t y  f o r  a major aspect of e f f ec t ive  
management. 

An unspecified but real and use fu l  purpose of 

c An "in-line" construc t ion  organization - -  
A p o s s i b i l i t y  deserving study i s  that of c rea t ing  a con- 

s t ruc t ion  organization which would be 111 d i r e c t  cRarge of construction 
wherever it might be i n  progress, 
common prac t ice ,  but though it has advantages it would a l s o  have dis- 
t i n c t  disadvantages i n  AEC*s program, e spec ia l ly  when construction i s  
undertaken (as i n  t h e  AECf s program it usua l ly  is)  a t  a s i t e  already 
operating o ther  f a c i l i t i e s .  

Such an arrangement would accord w i t h  

- 4 An I l l u s t r a t i o n  of some Approaches t o  Problems of Organization 
Planning 

I n  concluding our discussion of an a l t e r n a t i v e  approach t o  or- 
ganization plannin,g fo r  AEC, we descr ibe  now b r i e f l y  and i n  broad out- 
l i n e ,  an extremely t e n t a t i v e  and incomplete p lan  f o r  u l t imate  organi- 
za t ion  of AEC; as . w i l l  be noted, t h e  plan contemplates establishment 
of t h e  pos i t ion  of Deputy General Manager f o r  Operations, in charge of 
operatfon of a l l  f i e l d  a c t i v i t i e s .  
plan fs pr inc ipa l ly  t o  i l l u s t r a t e  some of t h e  rou te s  by which so lu t ions  

Our purpose i n  d iscuss ing  t h i s  rough 
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might be sought t o  t h e  problems discussed i n  t h i s  sec t ion  and the  pre- 
cedtng sec t ion  on Delegations. 
planning should take  account of these  problems, it should be understood 
t h a t  we consider it beyond t h e  reasonable scope of our assignment t o  
recommend t h a t  t h e  following o r  any other  spec i f i c  p lan  of organization 
be adopted, Moreover, though organizat ion planning in AEC may have 
lacked vigor i n  t h e  pas t ,  we would not ,  p a r t i c u l a r l y  i n  the  present 
period of expansion, propose t h a t  reorganizat ion be achieved by any but 
t h e  most ca re fu l ly  planned t r a n s i t i o n s .  
based on 1961 operations,  includes no considerat ion of t r a n s i t i o n a l  
s teps ,  and i n  f a c t  ignores d i v i s i o n a l  breakdowns i n  Washington head- 
qua r t em,  and a l l  but major f i e l d  i n s t a l l a t i o n s .  
i n  t he  following chart :  

While w e  bel ieve t h a t  organization 

Our i l l u s t r a t i v e  plan, which i s  

The plan i s  out l ined 
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Two cha r t s  have been prepared t o  i l l u s t r a t e  some of' t h e  implica- 
t i ons  of t h i s  rough plan, and t o  br ing out some of the  d i f f e rences  be- 
tween i t s  e f f e c t s  and those of continuing the  ex i s t ing  plan i n  e f f ec t .  

Figure H shows t h e  proposed f i e l d  organization on a map, which 
may be compared with Figure E. 

Figure I gives  roughly estimated operat ing cos t s  f o r  F i s c a l  Year 
1961 f o r  Operations Off ices  and a l s o  major sub-offices. 

I- Comment on t h e  F ie ld  Organization a 

Spec i f ic  comment follows on some of t he  components of t h e  
organizat ion i n  t h e  f i e l d .  

Ohio Operations Office.  This o f f i c e  might be located a t  any of 
several  of t h e  si tes involved. We a r e  showing it a t  Fernald. The bulk 
of i ts  work would be taken over from the  present  New York Operations 
Office,  In view of the  increas ingly  heavy concentration of feed  mater- 
ia ls  work a t  and surrounding Fernald, 
t h i s  o f f i c e  are Mound and Scioto,  now under Oak Ridge but e a s i l y  
separable, and Lockland and Bettis  Field,  now under Chicago. Three of 
t h e  Ohis sites -- Lockland, Fernald, and Mound - a r e  p a r t i c u l a r l y  
c lose ly  grouped and t h e  p o s s i b i l i t y  of r ea l i z ing  savings by provis ion 
of common serv ices  seems at t ract ive.-% 

Added t o  t h e  j u r i s d i c t i o n  of 

Brookhaven Operations Office., An Operations Office i s  shown a t  
t h i s  si te,  with subsidiary o f f i c e s  a t  Schenectady and Hartford, and 
possibly one a t  New York t o  administer cont rac ts  in t h a t  v i c in i ty .  
Circumstances might i nd ica t e  t h a t  t h i s  j u r i sd i c t ion  could be adminis- 
t e r ed  more reasonably by placing t h e  Operations Office a t  Schenectady 
01" in New York C i t y ,  and r e t a in ing  an Area Off ice  a t  Brookhaven.) 

Office.  Portsmouth i s  made independent of 
i n  coordinative work i n  Washington 

headquarters) ; Oak Ridge i s  of such s i z e  t h a t  i t s  j u r i s d i c t i o n  i s  en- 
larged only where imperative, 
Ohio Operations Off ice  s ince t h a t  t o o  would r e s u l t  in an "oversizerT 
of f ice .  

Poytsmouth i s  not merged with t h e  

Oak Ridge Operations Office. Paducah i s  re ta ined  as an Area 
under Oak Ridge f o r  contractual  and operat ional  reasons. 
Area i s  added because of i t s  prnximity and r e l a t i v e l y  small size. 

The mTemsaaeer8 

Kansas City Operations Office.  T h i s  o f f i ce  i s  es tab l i shed  over 
i t s  subsidiary o f f i ces ,  l a rge ly  engaged i n  production of non-nuclear 

%Possible va r i a t ions  would be continued assignment of Lockland t o  
Chicago, and assignment of B e t t i s  F ie ld  t o  Chicago o r  Brookhaven. 
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components, as a means of reducing the program now under t h e  Santa Fe 
Operations Off ice .  
would r e s u l t .  

Some increase i n  coordinative work a t  Washington 

Idaho Operations Office.  T h i s  o f f i c e  administers t h e  National 
Reactor Test ing S ta t ion ,  provides common services  €or  r eac to r  in- 
s t a l l a t i o n s ,  and opera tes  c e r t a i n  reactors .  
construction i s  by a cont rac tor  of another 0perat.ions Off ice ,  t h e  Idaho 
Off ice  cooperates with t h e  "home" AEC o f f i ce  as necessary t o  keep ad- 
minis t ra t ion  of t h e  cont rac t  up t o  AEC standards with respect  t o  t h e  
Idaho pa r t  of t h e  work. 

Where operation or 

It w i l l  be seen, t h a t  t h e  plan r e f l e c t s  in a general  way, as re- 
gards f i e l d  organiza.tion, several  of t h e  considerations discussed fn 
t h i s  sect ion.  It w l l l  be noted t h a t  a t o t a l  of 12 Operations Off ices  
a r e  shown, one l e s s  than  t h e  number involved under continued applica- 
t i o n  of e x i s t i n g  plans.  
t ens ive ly  reassigned. 

Area of f ices ,  in addition, have been ex- 
Some of the  e f f e c t s  of t h i s  are:  

- i . A  geographically f a r  simpler arrangement i s  achieved 
(compam Ffgures H and E) j; t he  sprawling geographical 
j u r i s d i c t i o n s  of New York, Chicago, and Santa Fe i n  
p a r t i c u l a r  ape compressed. 

ii The ave:rage d is tance  between Operations Off ices  and 
subordiiiate Area Office# i s  reduced from approximately 
500 t o  approximately 211 miles. 

- iii The t o t ( s 1  s i z e  of the programs assigned t o  the  var ious 
Operations Off ices  i s  considerably evened, and t h e  num- 
ber  of Areas with largey programs than Operations 
Off ices  s u b s t a n t i a l l y  reduced, (See Figure I> e 

- b 

An add i t iona l  Deputy General Mmager ( for  Operations) i s  

--- Comment on t h e  Washington Organization, 
I 

created t o  whom a l l  Operatfons Off ices  are d i r e c t l y  responsible,  
h i s  job t o  operate  the  Commissionts domestic f i e l d  f a c i l i t i e s  in ac- 
cordance wfth apprclved programs. The present ttprogram dfvisions" ac- I 

cordingly are returned t o  "s taff"  s ta tus ,  though the  General Manager 
continues t o  hold t,hem p r inc ipa l ly  responsible f o r  recommending 
programs, and f o r  inspec t ing  t h e  technica l  aspec ts  of f i e l d  operat ions,  

ac tua l ly  collaborat,e with him fn various s t eps  of the  budget procedure, 
hc lud5ng defense. 
Operations and a st,aff d iv i s ion  would go t o  t h e  General Manager f o r  

*Area o f f i c e s  located a t  t h e  same s i t e  as t h e  parent Operations Office 
have been ignored i n  t h i s  ca lcu la t lon ,  as have o f f i ces  a t  NRTS sub- 
o rd ina te* to  Operations Off ices  other  than Idaho. 

It i s  

, 
! 
\ 
i 

They work i n  c lose  cooperation wfth the  Deputy f o r  Operations, and 

A serious disagmement between the Deputy f o r  I 

I 
I resolut ion;  t h e  Deputy f o r  Operations would assume the  full 
1 

- $8 - 
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r e spons ib i l i t y  of t he  General Kanager only i n  gbsence of t h e  General 
Manager and t h e  ove ra l l  Deputy. 
considerable help from t h e  Washington divis ions.  
require  some s t a f f  in h i s  immediate of f ice ,  though the re  seems good 
p o s s i b i l i t y  t h a t  t h e  people involved would be fewer than those who could 
be released by t h e  program div is ions .  
out d e t a i l s  of h i s  s t a f f ,  but t h e  importance of doing so should not  be 
discounted; t o  be able s a t i s f a c t o r i l y  t o  dea l  with 1 2  Operations Off ices ,  
the  Deputy f o r  Operations w i l l  need highly competent and well organized 
help. 
t he  Office of t h e  General Manager are also appl icable  t o  t he  Off ice  of 
t he  Deputy of" Opem-tions. For example, t h e  burden of twelve field 
o f f i c e s  repor t ing  t o  t h e  Deputy f o r  F ie ld  Opeyations might be re l ieved  
by assis t .ants ,  e i t h e r  staff or line, handling mat tem r e l a t i n g  t o  
p a r t i c u l a r  f i e l d  o f f i c e s  o r  t o  p a r t i c u l a r  funct ions,  

The Deputy f o r  Operations w i l l  r ece ive  
I n  addi t ion he w i l l  

We have not attempted t o  work 

The comments made above on assignment of staff" a s s i s t a n t s  t o  

( d j  Providing f o r  Organization planning 

We have presented t h i s  discussion of organization in t h e  be- 
l i e f  t h a t  t h e  AEC organizat ion can be expected t o  chznge markedly in 
the  next f e w  years and t h a t  change i s  des i r ab le  and should be planned 
f o r  i n  a young and 1-apidly growing program. The p a r t i c u l a r  scheme of 
organization described i s  an i l l u s t r a t i o n  of pr inc ip les  and problems 
i n  re-organizing. 
following:. 

Among t h e  p r inc ipa l  questions we have r a i sed  are t h e  

I W i l l  any o ther  arrangement than a s ingle  o f f i c i a l  such 
a s  a Deputy General W a g e r  for- Operations resolve problems 
of dual  r e s p o n s i b i l i t y  of f i e l d  mmagers and divided l i n e s  
of authori tcy in Washington, r e l ease  program d iv i s ions  from 
opel-ating d u t i e s  t o  concentrate on the iy  s t a f f  functions,  and 
enable consistency in AEC cont rac t  administration? 

2 Is t h e r e  a point  i n  s i z e  a t  which Operations Off ices  
such as Oak Ridge or Smta Fe should be divided i n  t h e  in- 
t e r e s t s  of e f f i c i e n t  administration? 

3 C a n  regrouping of f i e l d  off i7es  be accomplished i n  
Sam; cases t o  keep adminis t ra t ive staffs and t r a v e l  t o  a 
m i n i m u m  without l o s s  of sound contract  % & h i s t r a t i o n  or 
e f fec t ive  r e l a t ionsh ips  among func t iona l ly  associated pro- 
j ec t s?  

4 C a n  r e l a t e d  a c t i v t t i e s  in Washington o f f i c e s  be more 
systbematicallg coordbated?  

5 
duced? 

How can the burden on tne GeneFal Manager bes t  be re- 

Much study of a l t e r n a t e  r e l a t ionsh ips  among f i e l d  o f f i c e s  and among 
Washfngton u n i t s  w i l l  be necessary before  a s a t i s f ac to ry  plan can be 
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shaped and adopted, The organizational needs of t h e  program can t o  a 
s ign i f i can t  degree be seen i n  advance, howevep, and information on 
progran planning shcluld be ava i l ab le  cont inua l ly  t o  those responsible 
f o r  organization planning so t h a t  changing and eventually s t a b i l i z e d  
conditions can be an t i c ipa t ed  and provided f o r  i n  an order ly  way. 

I f  organization planning i s  t o  be given due importance it must 
be a recognized and supported func t ion  i n  AEC. While major organiza- 
t i o n  decisions are themselves major po l i cy  decisions and must be made 
by the  Commission, General Manager, and l i n e  administrators,  t h e  de- 
c i s i o c s  and planning are complex and faP-reaching and r equ i r e  thorough 
study and preparation, 
t i o n  planning should be assigned a t  a high s t a f f  l eve l ,  and t h e  re- 
sponsible s t a f f  should have access t o  t h e  program plans  and assumptions 
t h a t  a r e  interdependent with organization planning. Such a s t a f f  would 
explore a l t e r n a t e  PLture organization arrangement s, study t h e  f a c t s  
per t inent  t o  such q-Jestfons as the poss ib l e  savings through comnon 
serv ices  f o r  geographically contiguous f i e l d  of f ices ,  or  as ways of" 
coordinating Washington o f f i c e s  with common i n t e r e s t s ,  assist  t h e  
Commission and General Manager i n  workfng out advance organizational 
objectives,  and appra ise  e x i s t i n g  organization and plans i n  t h e  l i g h t  
of pyogram performance and changing needs. The informed c r i t i c i s m  Chat 
t e s t s  t h e  worth of i deas  would be f a c i l i t a t e d ,  The help of advisory 
groups or consulting firms could be obtained on spec i f i c  problems; with- 
out a s t a f f  group concerned with t h e  p rob lem on a continuing bas is ,  
it would be d i f f i c u l t  t o  enable hdvisers t o  Teach well-founded and 
he lpfu l  Fecommendations, o r  t o  make e f f e c t i v e  use w i t h i n  AEC of t h e i r  
comment s . 

Pos i t ive  r e s p o n s i b i l i t y  fo r  o v e r a l l  organiza- 

Aside from t h e  usua l  importance of organization i n  a mat.ure pro- 

The last majop reorganiza t ion  came i n  1948, before the  
gram, developing a s o l i d  organization c o n s t i t u t e s  a s p e c i f i c  inmediate 
goal f o r  AEC, 
s e r i e s  of expansions that  have a l t e r e d  r a d i c a l l y  the  sca l e  and i n t e r n a l  
proportions of t h e  agency, 
t i e s  of key men i n  t h e  p m g r m  and of some men drawn temporarily from 
industry o r  un ive r s i t i e s ,  and by concentration cn p a r t i c u l a r  accepted 
development and production goals, schedules a r e  generally being met 
w i t h  minor adjustmepts i n  t h e  e x i s t i n g  organization, Tne load of 
coordination and p1Lanning on t h e  General Manager, Comission, and a 
few top  s t a f f  people h a s  been excessive, however; l m e s  of au tho r i ty  
and r e spons ib i l i t y  have depended on personal understandings as much as 
on cleay fopma1 d e f i n i t i o n ;  and p a t t e r n s  of administration and super- 
v i s ion  and of r e l a t i o n s  with con t r ac to r s  have varied widely i n  t h e i r  
ways of ge t t i ng  t h e  job  aone. I n  one sense, t h e  goal i s  t h a t  of re- 
shaping t h e  organization to be se l f - sus ta in ing  r a the r  than dependent on 
a r e l a t i v e l y  few key people; i n  t h i s  connection, we have c a l l e d  a t ten-  
t i o n  elsewhere i n  t h i s  repopt t o  t h e  importance of executive develop- 
ment and t h e  assoc ia ted  personnel func t ions  such as recruitment, train- 
ing, and ro t a t ion  t o  fu rn i sh  t h e  people needed t o  make t h e  organization 

By heavy demands on the  outstanding a b i l i -  

continue to work. To bui ld  am organization 
meet the  requirements of f u t u r e  operations,  

of m a x i m u m  e f f ic iency ,  t o  
t h e  Commission has a 
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d i f f i c u l t  and demanding t a s k  requi r ing  e x p l i c i t  a t t en t ion ,  ca re fu l  
staff-work, and t h e  agency-wide cont r ibu t ions  of responsible men such 
as have gone in to  expansion planning. 

4 0 0 b 3 5 '  
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SECTlON 32, 

(This sec t ion  contains broad summary comment on our f indings as t o  
those  problems of management and contract: admfnis t ra t lon which a re  of 
most s ignif icance t o  sound fu tu re  development of t h e  agency, 
of t h e  suggestions s e t  for%h e a r l i e p  a s  concrete p o s s i b i l i t i e s  of 
poss ib le  benef i t  t o  responsible o f f i c i a l s  working on these problems a r e  
not, repeated, 

A number 

a, Under -,he system o f  cont rac tor  operat lon,  AEC r e t a i n s  re- 
spons ib i l i t y  f o r  achievement of program gca ls  and f o r  t h e  e f f ic iency  
and economical perfonnanze of its contractors ,  
a t i o n  and construct ion contyacts i n  p a r t i c u l a r ,  AEC has a d i r e c t  in- 
t e r e s t  i n  econorqv and e f f ic iency ,  and must exercise  cont ro l  and 
supervision TO assu.Ye economy i n  the  use of Government funds and 
conformance with Gcvernrr,ent, procedures and stafidards of doing business. 
Ef fec t ive  AEC cont rac t  adminis t ra t ion can make a pos i t i ve  contr ibut ion 
t o  contractor  manageinent perf ormance , bj seeing t h a t  t h e  contractor  
understands his r e spons ib i l i t y ,  has planned and i s  tak ing  adequate 
a c t i o n  t o  meet it, aad has a l l  help AEC can give h i m  i n  doing h i s  work. 
In t e rna l  AEC po l icy  issuances do not clearly e s t a b l i s h  this object ive 
o f  contract  admrn:,t;r-a Lion, ard indeed such o f f i c i a l  statements as 
t h a t  'Enecessayy reviews of pe.t.formance (of" cont rac tors )  a r e  r i d e  on a 
post,-audit basistt [ Section 2 

Undel- cost-type oper- 

1. e> conf l i c t  w i t n  it 

bo A po l  i cy  ::tatemex c l a r i f y i n g  and reaff i rming AEGFs responsi- 
b i l i t i e s  i n  corLtrat? a * h i r . u t y a t m n ,  e i t h e r  in a spec i f i c  bu l le t i r ,  o r  
as par t  of an orgaruzation maqua: OP pnac-dement manual, would help 
reduce present var:La tiorLs i n  conceptions of  $he respcns lb ib i ty  of t h e  
contracting of f i ce ; - ,  ard a s s i s t  f i e l d  s t d f  in their exercise  of super- 
n s i o n  ard cOnC,*Oi The work cf the  a t o m c  energy program is done i n  
instal la5iorrs  a ? i  ':ver the courltsy; effectrwe supervisicn and ass i s tance  
t o  the  contractors  must come from zhe AEC manager on t h e  spotG Wherever 
poss ib le ,  t he  cent rac t lng  o f f i c e r  should be t h e  puriar-y agent of AEC i n  
performing zhe i rqzrct ion.  evaluat ion,  and a s s i s t ance  of The contractorvs 
work W h c h  are  the agencgfs pos i t i ve  r o l e  i n  coril+,ract adrmnistration, 
Where f o r  spec ia l  reasons it, i s  necessary t h a t  t he  WashingLon technica l  
staffs perform these  a c t i v i t i e s  -- research i s  t h e  most fa rml ia r  a rea  
where t h s  O C G U T S  -- the  divisios,  of r e s p o n s i b i l i t y  must be ca re fu l ly  
defined so t h a t  t h e r e  will be assurance t h a t  t h e  necessary AEC super- 
vis ion i s  exercised. Where not c l e a r l y  impract ical ,  t h e  r e spons ib i l i t y  
for suFerns ion  and the f o r d  posit*ion o f  contract ing o f f l c e r  should go 
together ;  should circumstances appear t o  i nd ica t e  t h e  undes i r ab i l i t y  of 
assigning supervision of a contractor  t o  a Manager of Operations, t he  
d e s i r a b i l i t y  of having him seyve as cor;tracting o f f i c e r  should be re- 
viewed. :nspections of h s  own and his cont rac torss  a c t i v i t i e s  should 



f, Comcs~ning the general relationship and dL16siona of responsi- 
bilities between W~&-nfn&on and t h e  f i e l d ,  w e  feel t h a t  t h e  excerpts 
pre13ansly given f m m  t h e  *8CowePuding Report'? of the Hoover Commission 
e ~ n e e m  c h s r i c  f a d i n g s  of k s e r m e n t d  agencies, t o  which AEC should 
be eanatan%Ly ale?!: : 

WUF %as& force ahso fsmd many instances where headquay$ers 
offlela1.i i l t r  Irriashfengton s%fU clung %o t h e  power to make 
decisions ever] i n  matters  af minor impsrtanee., 
resulted %n f r r t e d n a b l e  delays i n  getting things done, has 
atCLtif5ed inj~tfatfve in the  f i e l d  services ,  and has resu l ted  
Txa CaecSsieea trefng made which ham not taken due aecsmt of 
variations in local conaitions. 

This,  too, has 
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'~Ix-A substant ive matters ,  too, we have recommended t h a t  a grea te r  
measure of aukhority be delegated t o  the  f i e l d  serv ices  of t h e  
operating deprtmente.  
agenefes conetsntrate t h e i r  a t t e n t i o n  more and more on devdopfng 
pol ic ies  which a r e  d s t a k e a b l y  c l e a r o  
more attentiox; t o  establishikng standards Q€ performance and to 
h p r o v b g  % h a h  systems sf reporting and %nspec%fon t o  ins-me 
t h a t  p d i c i e s  are car r ied  O U $ ~ ' ~  

This w i l l  require  t h a t  t h e  headquarters 

They must also give 

, 

4 0 0 b 3 b 0  



he AEC gelicy codifieatfsn and issuance is i n  need of improvement. 
PeLiey se t  by %he Commission l a  fo r  t h e  most par% f i l e d  but not codified 
by t h e  Offfce of t he  SecrePyaq; and polfey on orga~xlzetion and operating 
procedures fs  issued in a GM Bu l l e t in  system which is ineomglete i n  

- 95 - . 
DOE ARCHIVES r.; 



coverage and does r,ot f u l l y  state e x i s t i n g  pol icy  i n  t h e  f i e l d s  which it 
coverss 
provis ion of a s t a f f  f o r  t h a t  purpose, 

Strengthening of advance program planning might be helped by 

i. I n  the  a reas  of management concerning which we have been speak- 
ing,  many individuals  and u n i t s  are now a c t i v e l y  working out  and con- 
duct ing programs ol’ improvement; these  e f f o r t s  are not always recognized 
and coordinated i n  a w a y  t h a t  will cont r ibu te  t o  t h e i r  e f fec t iveness  and 
bu i ld  an ove ra l l  inanagement program f o r  t h e  agency,+ 
convinced t h a t  an e x p l i c i t l y  formulated and executed arrangement and 
organization i s  important for” AEC, 
pyogram have a r i s e n  from t h e  enthusiasm and a b i l i t y  of many men of d i f -  
fel-ent backgrounds -.- s c i e n t i s t s ,  enginee.rs, adminis t ra tors  -- and from 
d i f f e r e n t  organizat ions -- un ive r s i t i e s ,  industTy, Government. Under- 
standing and confidence i n  each other’s  a b i l i t i e s  and e f f o r t s  has been 
c r u c i a l  because of t h e  te lescoping of normal processes,  and t h e  simul- 
taneous pushing of research, development, construct ion and operation t h a t  
have enabled t h e  phenomenal expansion of t he  program and immediate ap- 
p l i c a t i o n  of novel discoveries  and processes,  A s  t h e  s i z e  and geograph- 
i c a l  spread of t h e  program increase,  and t h e  unifying pressure of common 
recogni t ion of a na t fona l  emergency and a pioneering en terpr i se  diminishes, 
t h e  impor-tance of leadersh ip  and of management i n  t h e  bes t  sense increases  
correspondingly. 
and secu r i ty  compartmsntalization, make it d i f f i c u l t  for one man t o  r e a l i z e  
t h e  importance and the  problems of o the r  ments work and t h e  dependence 
of h i s  own work on t h a t  of others;  t h e  l a c k  of any but gross measures of 
success and good performance and t h e  l imi t ed  devices f o r  recognition of 
good work e i t h e r  vki thin or wxthout t h e  program a l s o  a r e  obstacles  t o  pro- 
gress ,  The spec ia l  conditions supporting momentum and morale during t h e  
b i r t h  and e a r l y  youth of t h e  prograT w i l l  l o s e  t h e i r  force and should 
be replaced by other  incent ives  and guides, 
only from a management e f f o r t  which i s  given equal emphasis with the  
program e f f o r t  which has absorbed the  b e s t  energ ies  of t o p  AEC personnel 
so fay, We believe t h a t  a t t e n t i o n  t o  these  problems will 
have a d i r e c t  impact on t h e  e f f i c i ency  and economy of opesations and on 
the  assurance that, p rog~am g o d s  m11 be f u l f i l l e d .  

We have become 

The achievements of t h e  atomic energy 

Lack of understanding of respec t ive  r e spons ib i l i t i e s ,  

The replacement w i l l  come 

One of t h e  consequences of such a systematic management e f f o r t  might 
well prove t o  be a f ree ing  of t h e  Commission and General Manager from 
some of t h e i r  present involvement with cur ren t  operations,  A r i g i d  
separat ion of t o p  management from operat ions i s  not l i k e l y  t o  be possible 
o r  indeed desirab:Le i n  a sens i t i ve  public agency such as AEC: t h e  
funct ions of de t emina t ion  of object ives ,  development of c l e a r  and 
crea t ive  plans,  design and mannfng of a f l e x i b l e  organization s t ruc ture ,  
and appra i sa l  of performance and progress cannot be done with l e i s u r e l y  
detachment i n  an agency with so few years  of pyecedent-making experience 
and so much Congressional and public i n t e r e s t ,  But by provision of t h e  

Wrepara t ion  of the annual Management Report for t he  Bureau of t h e  Budget 
i s  i n  t h e  main a compiling a c t i v i t y  which does not satisfy AECtS need f o r  
an o v e r a l l  manaeement program. - 96 - 



management devices f o r  simplifying and improving t h e  report ing and control  
of operat ions,  and by t h e  bui lding of a se l f - sus ta in ing  organization, t he  
needs of t h e  Commission f o r  information and f o r  assurance t h a t  decis ions 
are being made w i t h  awareness of t h e i r  wider implicat ions can be met with 
increas ingly  l e s s  demand on t h e i r  time and energy, and a corresponding 
r e l ease  for t h e  functions which a r e  uniquely t h e i r s .  
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CONGitESS OF THE UNITED STATES 

Jo in t  Comnittee on Atomc Energy 

Apr i l  2, 1952 

U. S. Atomic Energy Commission 
1901 Const i tut ion Avenue, N e  W e  
Washington 25, D, C ,  

Attention: M r .  Gordon Dean, Chairman 

Gentlemen: 

A s  you know, the  Jo in t  Committee on Atomic Energy has from i t s  
incept ion had as an overr iding concern t h e  achievement of t h e  g rea t e s t  
possible  atomic strength,  at t h e  lowest poss ib le  cos t ,  On January 30, 
1948, t h e  J o i n t  Committee yeported t o  the  Congress, i n  par t ,  as follows: 

*'The j o i n t  committee i s  a l e g i s l a t i v e  committee which w a s  
c rea ted  as a special  servant of t h e  Congress t o  follow t h i s  
vas t  and complex &tomid  program within t h e  terms of t he  
act,,.,As a l e g i s l a t i v e  committee, it does not  f e e l  t h a t  it 
should a t  th.is  time draw any f i n a l  conclusions respect ing 
t h e  operat ion of t h i s  program on the  adminis t ra t ive  po l i c i e s  
i n  e f f e c t ,  Suf f ic ien t  time has not elapsed t o  warrant con- 
c lus ions  of 1;his kind." 

On October 13, 1949, t he  Joint  Committee reported t o  Congress, i n  par t ,  
as follows: 

8t&h Hanf ord t h e  Commission c l e a r l y  purchases managerial t a l e n t  , 
as well  as know-how and the  serv ices  of a t echn ica l  and operating 
s t a f f .  Yet Lhe Commission must keep watch upon a c t i v i t i e s ,  arid 
f o r  t h a t  puq~ose it has i t s  own s t a f f  of 340 people loca ted  on 
t h e  s i t e .  How avoid overlapping e f f o r t  and dup l i ca t e  personnel? 
How, on t h e  one hand, may GEPs managerial t a l e n t  be put t o  f u l l  
use with t h e  Commission people shar ing  i n  every important decision; 
and how, on -;he o ther  hand, may t h e  Commission f e e l  c e r t a i n  t h a t  
t h e  na t iona l  defense and secu r i ty  a r e  being properly promoted 
unless  it i n , s i s t s  upon consul ta t ion before i t s  cont rac tor  ac ts?  0 8 .  

Only a lump sum, unit-price,  o r  similar-type cont rac t ,  o f fe r ing  
m a x i m u m  0ppo:rtunities f o r  p r o f i t ,  c r e a t e s  highest  incent ive  t o  
keep down co,sts,  T h i s  system has been applied successfu l ly  i n  
t h e  case of !certain feed material processes; but whether it might 
work in t h e  operat ions a t  Oak Ridge, Hanford, and Los Alamos i s  a 
d i f f i c u l t  quest ion which the  Commission must face  a t  sometime i n  
t h e  future.!* 
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On October 19, 1951,, t h e  Jo in t  Committee again reported t o  Congress, on 
t h i s  occasion, i n  p a r t ,  as follows: 

" S t i l l  another  problem at t h e  foref ront  i n  Committee del ib-  
e r a t ions  i s  t h a t  of AEC r e l a t i o n s  with contractors ,  e spec ia l ly  two 
aspects:  O Q O  (2) t h e  d e s i r a b i l i t y  of awarding as many cont rac ts  as 
f e a s i b l e  through competitive bidding and on a lump-sum or Unit- 

* pr i ce  bas i s ,  :rather than through negot ia t ion  and on t h e  bas i s  of 
cost-plus-fixed-fee....Greater e f f o r t  i s  recommended toward ex- 
tending t h e  use of  lump-sum o r  uni t -pr ice  contractse** 

A t  t h e  end of 1952, t h e  Commission w i l l  have been i n  charge of 
t h i s  n a t i o n t s  atomic en te rp r i se  f o r  six f u l l  years. 
time has now elapsed and su f f i c i en t  experience has now been gained t o  
make poss ib le  a basic  assessment of t he  c e n t r a l  policy problems which 
a r e  c i t e d  i n  t h e  above-quoted excerpts and which have con t inua l ly  
tyoubled t h e  Jo in t  Committee, 

I f e e l  t h a t  enough 

May I the re fo re  request  t h a t  you submit f o r  the  Committee's use a 
comprehensive r epor t ,  by January, 1953, on t h e  following four  points:  

(1) whether o r  not it i s  now advisable  ( i f  only on an ex- 
perimental  b a s i s )  t o  operate a major segment or segments of t he  
program--such as t h e  Oak Ridge gaseous d i f fus ion  complex, o r  t h e  
Hanford piles--through a lump sum or  unit-price cont rac t ;  

( 2 )  whether o r  not it i s  des i rab le ,  as an experiment, t o  
undeytake d i r e c t  government operation of a major segment or 
segments of t h e  progl-am; 

(3) t h e  ex ten t  t o  which the  use of lump-sum con t rac t s  can 
now be increased fn construct ion pro jec ts ;  

(4) whether o r  not t he  number of Commission employees i n  
t h e  f i e l d  m a g  now be reduced, thereby vest ing p e a t e r  responsi- 
b i l i t y  i n  Cornmission contractors  and making f u l l e r  use of t h e  
managerial s k i l l s  purchased by contract ;  and 

(5) t h e  ex ten t  t o  which competition i n  a l l  i t s  forms--between 
contractor  and contractor ,  government and cont rac tor ,  small cont rac tor  
and l a r g e  cont rac tor ,  l abora tory  and laboratory,  and t h e  like--can be 
enhanced both t o  strengthen t h e  program and reduce costs .  

I would apprec ia te  it i f  your repor t  could be submitted i n  a form such 
t h a t  t h e  main l i n e  of reasoning and t h e  main conclusions could be segregated 
and made public. 'Thank you very much indeed f o r  t h i s  important ass is tance.  

S incere ly  yours, 

Brien McMahon 
Chairman - 99 - 
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UNITED STATES 
ATOMIC ENERGY COMMISSION 

To : Pr inc ipa l  S t a f f ,  Washington September 18, 1952 
Managers ,of Operations 

From: M. W. Boyer, General Manager 

Subject: A REVIEW OF BASIC CONTRACTOR-AEC RELATIONSHIPS 

On Apri l  2, 1952, a l e t t e r  w a s  received from the  Chairman, 
Jo in t  Committee on Atomic Energy, addpessed t o  t h e  Chairman, 
U. Se Atomic Energy Commission, which r a i s e d  f i v e  com- 
prehensive quest ions concerning cont rac t  po l ic ies ,  cont rac tor  
r e l a t i o n s ,  and t h e i r  re la t ionship  t o  AEC construct ion and 
operations.  This l e t t e r  w a s  simultaneously released t o  t h e  
press.  The Chairman, JCAE, requested t h a t  answers t o  these  
quest ions be s u b ~ t t e d  i n  the form of a comprehensive r epor t  
by January1953 i n  such form t h a t  t h e  main l i n e  of reasoning 
and t h e  main conclusions could be segregated and made public,  

A Tast Force has been establ ished under t h e  over-all  super- 
v i s ion  and d i r e c t i o n  of Commissioner Zuckert t o  provide t h e  
Commissionfs answer- The Task Force will  include t h e  following: 
P h i l i p  J,, Far ley (Executive Secretary) ,  Thomas 0, Jones, Newton 
I, Steer:;, Jr, and DuVal Stoaks, Directol-s of t h e  Divisions of 
Production, Reactor Development, and Mi l i ta ry  Application w i l l  
each designate an individual  t o  be a member of t h e  Task Force 
from one of t h e i r  respec t ive  Operations Offices. Members will 
serve as ind iv idua ls  r a t h e r  than as representa t ives  of t h e i r  
respec t ive  o f f i c e s ,  &fro Kelehan of my Office w i l l  fol low t h i s  
woi-k c lose ly  f o r  me and kee? ne advised of i t s  progress. 

Coinmissioner Zuckert has been authorized t o  se l ec t  appropr ia te  
outs ide ‘consulting assis tance,  
include one over-al l  consultant of broad experience t o  work 
with t h e  Task Force, a panel of exper t s  i n  the cons t ruc t ion  
f i e l d ,  and poss ib ly  indus t r i a l  management consul tants ,  

It i s  expected t h a t  t h i s  will 

The Chartel- under which the  Task Foi-ce w i l l  operate i s  attached. 

Under t h e  circumstances the  Task Force w i l l  require  extra- 
ordinal-g a s s i s t ance  and cooperation from many p a r t s  of t h e  AEC 
0rganiza.t ion e 

A l l  pers.onne1 i n  t h e  f i e l d  and i n  Washington a r e  requested t o  
f a c i l i t a . t e  attainment of these groups? object ives .  This wil l  
include advice and consultation a t  a l l  l e v e l s  and of course 
complete access  t o  a l l  relevant materials., From time t o  t h e  
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t hese  groups may ask t h a t  f a c t s  be gathered, f igures  be 
compiled, or r e p o r t s  be prepared, Every e f f o r t  should be 
exerted t o  comply with a l l  such requests ,  Since much of 
t h e  study involves  t h e  re la t ionship  of AEC and its con- 
t r a c t o r s ,  t h e  he lp  t o  be provided these  groups app l i e s  
t o  contractors  as wel l  as AEC of f i ces .  

It i s  recognized t h a t  operat ional  time schedules will some- 
t imes conf l i c t  with t h e  inc l ina t ion  t o  provide t h e  f u l l e s t  
ass is tance.  These groups, however, a r e  a l s o  working t o  a 
very t i g h t  t ime schedule., The Commission a t t r i b u t e s  t h e  
very highest importance t o  t h i s  work and your cooperation 
t o  t h e  m a x i m u m  i s  the re fo re  desired.  

/ s /  M. We Boyer 
Me I?. Boyer 
General Manager 

Attachment: Charter  
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111, 

Charteg for Task Force f o r  Study i n  Connection with 
JCm Request of Apri l  2, 1952 

Purpose 

The basic  pmpose of t h e  s tudy i s  t o  obtain as comprehensive and 
d e f i n i t e  answel-s 2.s possible  t o  t h e  f i v e  quest ions ra i sed  by t h e  
JCAE l e t t e r  of April  2, 195Z0 

Scope 

The report  will center  around t h e  bas ic  i ssues  r a i sed  by t h e  JCAE 
l e t t e r ,  t h a t  is9 

a> cont rac t  po l icy  with yespect t o  use of cos t  type 
contracts;  

b) delegat ion pol icy  as regards mol-e government 
operation or more nea r ly  independent cont rac tor  
operat  i o n  

e )  poi icy with respect t o  obtaining the  m a x i m u m  benef i t s  
of competition i n  all i t s  foPmso 

The basic i s s u e s  ra i sed  with respec t  t o  contract  and management p o l i c i e s  
of AEC may require examination of a l l i e d  problems whose relevancy i s  
not now apparent,, These top ic s  w i l l  be explored t o  the  extent  they  
beal- on the  primarj- problems and considering the  time schedule herein 
establ ished,  Recommendations may be made for fur ther  study of r e l a t ed  
pr-oblems where it seems necessary o r  appropriate,  

Report 

The Task Force's repor t  i s  expected t o  present an objec t ive  examination 
and evaluation cf t he  p o l i c i e s  and p rac t i ces  of AEC i n  these  a reas  in 
the  l i g h t  of experience and of a l t e r n a t i v e s  and possible impl-ovements, 
The repcr t  of t h e  Task Force should include 

a )  

b)  

c )  

t he  polic;; recormendations it f i n d s  appropriate,  

the conclusions upon which t h e  recommendations a r e  based, and 

the f ac tua l  da t a  and ana lys i s  theyeof which it  assembles, 

The organization of t he  repor t  i s  t h e  r e spons ib i l i t y  of t he  Task Force. 
A comprehensive and imaginative tr-eatnent is ,  i n  general ,  desired,  

;i 
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IV. Schedule 

An inter im repol-t, including an out l ine  of t h e  methods t o  be used i n  
making the  study, should be submitted by October 1, 1952, t o  t h e  
General Manager f o r  consideration and, i f  necessary, discussion with 
the  Commission, 
prepared by the  Task Force and submitted t o  t h e  General Manager i s  
January 1, 195Y0 
Jo in t  Committee i s  t o  be s u b d t t e d  t o  t h e  General Imager  on January 23, 
1953, for  consideration by the  Commission. The Task Force should make 
every e f fo r t  t o  adhere t o  these dates  but as a primary concern it W i l l  
have t o  s a t i s f y  i t s e l f  t h a t  a thorough and adequate study has been 
given t o  the  issues  raised. 

The t a rge t  date f o r  t he  comprehensive report  t o  be 

A summary report  su i t ab le  f o r  transmission t o  the  
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