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UNITED STATES
ATOMIC ENERGY COMMISSION
Washington 25, D.Co

April 206, 1953

M. W. Boyer
General Manager
U. S. Atomic Energy Commission

The charter of September 18, 1952, from you establishing this
Task Force assigned as basic purpose the obtaining of comprehensive
and definite answers to the five questions raised in the letter of
April 2, 1952, from the Joint Committee on Atomic Energy. Our re-
port in fulfillment of that assignment is being submitted separately-

The charter also specified that basic issues of contract and
management policies were involved in the study which might require
examination of allied problems, and that our report was ™to present
an objective examination and evaluation of the policies and prac=—
tices of AEC in these areas in the light of experience and of al-
ternatives and possible improvements®. In planning our study and
in discussing our plans and progress with Commissioner Zuckert and
with Mr. Kelehan of the General Manager's Office, it became apparent
at the outset that the desired comprehensive and imaginative treat—
ment would involve a study not narrowly confined to the five JCAE
questions, although centered on them. These questions go ultimately
to the basic relationship between AEC and its contractors in the
conduct of the atomic energy program, the responsibilities dis=
charged by AEC staff, and the management and organization policies
and arrangements within which AEC persommel function. These mat-
ters are treated in the present report, which is submitted to you at
the request of Commissioner Zuckert, under whose overall supervi-
sion and directlon our work was conducted.

In going about our study and writing this report, we have con-
ceived our task to be that of an inguiry or reconnaissance surveye.
We have not attempted a full management survey, bui have sought, in
visiting AEC installations and talking to men from the divisions
arnd offices; to find out what AEC persomnel considered the objectives
and management policies of AEC to be, how these understandings
agreed with official policy, and where policy was not stated or not
adequate or not zpplied. We have not considered ourselves investi-
gators in the narrow sense, but rather as the instruments of a
Commission self-examination. We thus have been free to talk frankly
with men in the field and Washington in a cooperative effort to de-
fine AECYs problems and their roots. Defining AEC®s problems and
areas of possible improvements, rather than the agency?s achleve-
ments, has been the consclous emphasis of our study.
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To the extent possible, we have tried to let AEC®s experience
point out problems to us. In examining the experilence of AEC it
has not always been possible to identify unmistakably the specitic
effects of management weaknesses. We have not hesitated to identify,
and often to question, AEC managemermt practices which diverge from
usual management practices. Such established management principles
and practices represent an accumulation of experience, and it has
seemed to us practical rather than merely academic to test AECYs
methods against them.

It will be remarked that our usual recommendation as to a
problem of management is one of further study, rather than of a spe-
c¢ific solution. This reflects our respect for the complexity of the
problems with which we have been concerned, and accords with our con=
ception of our task as an inquiry or recommaissance rather than a full
management survey. When specific suggestions are on occasion set
forth, they are intended less as clear courses for sclution than as
concrete possibilities of possible benefit to responsible officials
working on these problems.

/s/ Philip J. Farley /s/ Newton I. Steers, Jr.
Philip J. Farley Newton I. Steers, Jr.
Washington Washington

/s/ Roy C. Hageman /s/ DuVal Stoaks

Roy C. Hageman DuVal Stoaks

Chicago Washington

/et . 9 .=

/s/ T. 0. Jones /s/ James @G- Stowers _
T« 0. Jones James C. Stowers
Washington Kansas City

/s/ Go Ho Sullivan
Co He Sullivan
New York
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AEC CONTRACT ADMINISTRATION, MANAGEMENT, AND ORGANIZATION

SECTION 1.

CONTRACT ADMINISTRATION

a., Introduction

For the immediate future, we have seen in our report on the five
questions raised by the Joint Committee on Atomic Energy, it appears
that AEC will continue to operate almost entirely through contractors,
and that in both operation and construction the cost-type contract will
predominate. Under such contracts, where the contractor does not have
the profit incentive to efficiency and economy of performance, and no
competitive fixed price establishes a ceiling on cost, AEC has a special
interest and direct responsibility for holding costs down during per-
formance of the contract work. We look in the following sections, ac-
cordingly, at what AEC responsibilities are for performance and economy
of work done, what supervision and control over ¢ontractor activities
are exercised, and what organizational and staffing arrangements are in
effect to carry out these responsibilities. To the extent possible, we
have tried to observe how responsibilities, controls, and staffing have
actually worked in the field, and the extent to which they seem to need
strengthening.

b. Basic AEC Responsibilities and Achievements

The basic responsibilities of the Atomic Energy Commission are set
in the Atomic Energy Act of 1946, and are summarized in Section 1(b)
which provides for major programs for research and development, for
production and use of fissionable material, for control and dissemina-
tion of information, and for administration. The Act also gives the
Commission specific responsibilities regarding granting access to re-
stricted data, classification of information as restricted data, and
ownership of fissionable materials.

Stated in the most general terms, then, the Commission has the
overall responsibility, growing out of the "paramount objective of assur-
ing the common defense and security", of maintaining the U. S. pre-eminence.
in nuclear research and its military and civilian applications. The
manner in which the Commission has discharged this responsibility is a
matter of pride., After taking over the Atomic Energy program under
difficult post-war conditions, the Commission has increased production
of fissionable materials and weapons many-fold, and has successfully
designed, proved, and stockpiled a versatile array of atomic weapons.

- 3 -
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In the course of this production increase, the unit costs of both uran-
ium and plutonium have been sharply reduced. Vigorous programs of re-
search and process improvement have led to these cost reductions, to new
designs in weapons and reactors, and to a constant strengthening of

basic science and technology. Successive expansions with their vast
construction programs have been planned and supervised in a way that has
made demanding schedules and goals attainable. New firms and individuals
have been brought into participation in the program.

In referring thus briefly to the Commission's achievements, we hope
to indicate the spirit in which we now proceed to inquire into the ad-
ministration of the program. We have not known ncr have we found in-
stances of fraud or disregard for the proper use of Government funds; we
have not known nor have we found in the principal AEC staff anything but
devotion to the interests of the program. On the other hand, we have been
aware of the unremitting pressures of the succession of expansions dur-
ing the past six years, of the strain they have placed on a new and
thinly staffed agency, and of the numbers of conscious risks and improvi-
sations that have yielded such impressive successes. We are aware also
of the increasing amount of effort now being devoted at all levels of the

N, agency to building out of the experience of the past years an organiza-
tion not dependent on individuals and unwritten ways of working together,

and supported in future expansions or program changes by a strengthened
and orderly managerial base.

As we have seen, the execution of the program has been through con-
tractors drawn from industry and from educational and other institutions.
\\\\\ While execution of the work is done by contractors, some of the AEC re~
\| sponsibilities, such as those for clearance of personnel or declassifi-
cation of information, cannot be delegated to contractors under the Act.
Farthermore, the Commission as the agency which formulates the atomic
energy program and obtains funds from the Congress cannot by delegation
to its contractors divest itself of responsibility for the proper ex-
penditure of these funds. The Commission is accountable to the Congress
and to the President for the progress of the program and the expenditure
of public funds, dnd has the duty of informing itself concerning the
activities of its contractors in order that it may report to the Presi-
dent and the Congress, satisfy itself as to the progress and economy of
the work, and make decisions and plans for the future of the program.
Clearly a proper and well-understood definition of the desired relation-
ship between AEC and its contractors is essential to effective conduct
of the program.

c. Present Definition of Role of AEC and Contractors

The Task Force, in looking for statements of the Commission policy
on relations with its contractors, found two closely similar statements
in public documents: one in the Ninth Semiannual Report issued in Jan-
uary, 1951, and the other in the Guide for Contractors issued May 1,

-l -

L7 {.
400oZo8 DOE ARCHIVES)!



1952. The statement in the Ninth Semiannual Report is as follows:

"3). The contractor recognizes that the AEC is responsiblie under
the law for the conduct of the atomic energy program.

b). The AEC recognizes that the contractor is an established
industrial, business; or academic organization with proved
capabilities, both technical and administrative.

c). The contractor recognizes that the proper discharge of the
AEC responsibilities under the law requires that the AEC
shall have full access to information concerning the contrac-
tor's performance of the contract work and the power to
exercise such control and supervision under the contract as
the AEC may find necessary.

d). Both the AEC and the contractor recognize that the proper dis-
charge of the contractor!s responsibilities for management
requires that it shall, to the fullest extent compatible with
the law, exercise its initiative and ingenuity in carrying
out the contract work."

The Guide for Contractors does not differ significantly from the
above principles except that the words M"and the expenditure of public
funds" are added to a. The addition of these words does not change the
sense of the statement, but it does reflect a growing AEC emphasis on
the fiscal aspect of the responsibility of the agency, and thus is note-
worthy for our examination of what the AEC staff considers its responsi--
bility to be.

These principles leave room for considerable variation in the role
of the AEC field staffs who administer contracts. At one extreme, these
principles might be interpreted as meaning "we will let the contractor
do what he thinks best and stand behind him even if he fails"; at the
other extreme they might be interpreted to say "WAEC has responsibility
for every aspect of the program and therefore we must take part in every
important day-to-day decision and observe all details of the contractor's
work™., Neither extreme represents AEC intent as we understand it, but
there is apparently no internal AEC directive which gives guidance to
the staff as to the emphasis to be placed in AEC relations with its con-
tractors. In the absence of a recognized internal statement, we have
inquired at AEC area and Operations Offices as to just what each AEC
staff does to control and administer contract work, and as to the
philosophy by which key administrators explain what they are doing. We
found a basic pattern of controls, but also a frequent uncertainty as
to their purpose and how they were to be administered. In what follows
we assume an understanding of the general AEC method of contract ad-
ministration, which is well described in the public documents just re-
ferred to. Without repeating in detail, we will identify from the
material prepared for the Task Force by the field the principal areas
and occasions where decision 1s reserved to AEC and the principal other
means by which AEC responsibilities are exercised.

-5 -
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In speaking of AEC “control and supervision'" of contractors, there
is intended no implication that the role of AEC's contractors is that
of an agent carrying out the Commission's directions and plans. Opera-
ting, research, and engineering contractors have a principal share not
only in execution but in conception and shaping of programs. In the
field of atqmic weapons, AEC looks to the Los Alamos Scientific
Laboratory and not to its own staff to conceive, design, and test new
weapons models; in the field of reactors it looks to the Argonne

quational Laboratory apd other groups; in the field of production

techniques and process development, to Carbide, General Electric, and
others. Careful definition and emphasis of AEC's basic responsibility
for the atomic energy program and the role of the AEC staff in assuring
the conduct of the program are not inconsistent with continued con-
tractor initiative, and are essential if duplication of functions and
staff are to continue to be avoided.

d. Contracts as a Basis for Supervision

AEC contracts cover a variety of types of production, research and
development, and construction and architect-engineer work; they are
written with firms of differing sizes and from different industries,
and with universities and other non-profit organizations. Because of
these differences and the give-and-take nature of the negotiative process
itself, variation in contract provisions is to be expected. At the same
time, there should be a basic uniformity to the extent that the agency®s
methods of administration and operafion require a contractual basis for
application to each separate project.

Since the basis for AEC's discharge of its responsibilities and for
supervision of expenditures and control of the work rests in the auth-
ority reserved to AEC in the contract, the Task Force has had 38% active
major prime cost-type contracts examined with particular reference to
provisions for AEC contirol over various aspects of the contractor's
performance. The resultant charts, together with an index and key, con-
stitute an appendix to this report.

These charts disclose a wide range of variations among control
provisions in the different contracts. For example, the clauses re-
garding extent of the work in twenty operating contracts for production
and research facilities varied as follows: 12 provided that the extent
of work to be performed was subject to agreement, 3 gave AEC authority
to regquire performance of work subject only to the contractor's judgment
as to technical and safety limits, and 5 gave AEC authority to prescribe
the work to be done. This range is illustrated by two extreme cases:

(1} The contract for Sandia Laboratory provides that "Sandia Corporation

*0One of these is the contract between Silas Mason Company and the
Department of the Army for operation of Project Sugar. This is an
AEC-owned facility but the contract is administered for AEC by Army
Ordnance.
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will operate the Sandia project, performing such work as from time to
time shall be agreed upon by the Commission and Sandia Corporation;
and (2) the feed materials production contract with National Lead Com-
pany provides that the "exact nature and extent of the work . . . at
any time and from time to time, including the designation of, and
technical specifications for, items to be produced and/or fabricated,
shall be within the discretion of the contracting office." If the con-
tractor appears not to be meeting schedules; 3 contracts give AEC the
unqualified right to direct such remedial action as it sees fit; 8

give AEC the right to direct the contractor to extend hours of work;

2 provide that AEC may call the matter to the contractor's attention

for such action as the latter sees fit; and 24 have nc specific pro-
vision.

The AEC right of control over contractor designation of key per-
sonnel also varies widely. In 12 contracts there is no specific reser-
vation of AEC authority; in 2, AEC has controi only over the project
head; in 23 AEC has some control over more than the project head —-
over certain specified positions in 3 cases, over salaries above a
specified figure (ranging from $6,000 to $12,000) in 6 cases, and over
both salaries and positions in 14 cases.

Virtually all contracts provide for Commission authority in the
fields ¢f safety and security standards and for the right to inspect
the work and records and require reports. As the appendix shows, other
administrative provisions vary considerably. With regard to the AEC
right to furnish materials, equipment, etc., for example, 14 contracts
give AEC explicit rights, 14 give AEC a right qualified by contractor
option to reject under specified circumstances, 8 have an indirect or
implied AEC right and 1 has nc provision.

In view of the importance of continuity of operations, a few of
the major contracts were examined separately as to contractor rights of
termination:

Sandia Laboratory 120 days notice

Los Alamos Laboratory 120 days notice

Hanford 1 years notice

Feed Materials Production Center 270 days notice

Oak Ridge 6 months notice

Project Royal 6 months notice; but only

after failure to agree
upon estimated cost or
fee for a given year
Argonne ) No stated right of termina-
Brookhaven ) tion; but the scope
requires agreement from
time to time on programs

The strict interpretation of contract terms is not always the basis
for the relations of the Commission and its contractors, of course, but
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in points of controversy the contractor does have the right to hold to
the limits of his contractual obligations. It is thus important that
AEC supplement clear definition and agency-wide understanding of the
degree of responsibility and control expected from its contract ad-
ministrators, with a contractual basis for exercise of these responsi-
bilities. Otherwise difficult problems either of exceptions, of con-
tract modification, or of negotiation of working arrangements outside
the contract will subsequently burden the contract administrators. For
example, it took a year to persuade the contractor, California Research
and Development, to install an internal audit system; and UCRL still
has not done so. The Chicago Operations Office in emphasizing the
importance of negotiation of the basic contract has commented:

"The process of negotiation of this type of contract is important
in obtaining good administration and control of cost. In some
cases a contract is virtually *administered! during its negotia-
tion."

As a matter of sound relations also, it is clearly desirable that the

contractor know at the outset what AEC expects of him and reserves to
itself,

While absolute uniformity in contract provisions is neither de-
sirable nor obtainable;, variations appear to be greater than is required
by differences in the work or other necessary conditions. Contracts
vary between Operations Offices, also. The explanation for these
variations is in good part the absence of codification of AEC contract
policy (except for construction and architect-engineer work) to guide
AEC negotiators, and the lack until the past year of systematic central
review of contracts. The Procurement Manual now in preparation should
in part meet the need for codification of contract policy. If AEC is
to seek greater uniformity in its contract administration, review of
principal contracts and operations appears necessary to determine what
contract provisions will give an adequate basis for effective control
of the work, AEC should have authority to establish the scope of work
and to direct and check the contractor?s performance toc the extent
necessary to assure that it conforms to statutory requirements and will
meet applicable standards and schedules. Also desirable would be pro-
vision for a considerable elapsed time before contractor notice of
termination can be effective, and AEC approval of at least the project
manager and preferably other key personnel.

The importance of the selection of contractors has already been
emphasized. Here it will only be added, as a reservation to the state-
ment of principles quoted from the Ninth Semiannual Report, That the
problems of contract administration by no means are ended when a con-
tractor of high technical or industrial competence has been selected.

A university or firm with the highly specialized skills sought by AEC
does not necessarily accompany these with all needed managerial and
administrative skills or with familiarity with Government practices.
Furthermore, even though a contractor may possess high technical

-8 -
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competence, the unique problems in atomic enrergy require application: of
these skills to unusual situations which will be a challenge to the cbn-
tractor and require him to go through a period of organization and re-
adjustment. Both in operatiorns and construction, the Commission has had
experience with firms or institutions of the highest reputation and ex-
perience who have had a difficult initial period organizing at a new site
and working into the atomic energy field. The AEC staff administering
such contracts has a corresponding additional burden of assisting and
even teaching the contractor during just that period when the demands

on the AEC staff for planning and coordinating the project are also
heaviest.

e. Administration of Contracts

Most major AEC contracts are signed by one of the managers of
operations and assigned by him to one of his staff as contract adminis-
trator.¥ The contract Administrator may be an area manager or he may
be a member of the operations office staff. 1In either case he is unlikely
to have a full staff of his own of specialists in the various fields in
which the contractorts work is given surveillance. At the San Francisco
Operations Office, for example, the contract administrators for con-
tracts with the California Research and Development Company or the
University of California Radiation Laboratory have no separate staff but
rather call on the finance, security, and other staff divisions for
assistance as needed. A similar situation exists for the contracts
handled by contract administrators of the Santa Fe, Chicago, and Oak
Ridge Operations Offices. Where area managers administer contracts,; they
are aided by some specialists. For example, the Sandia, Kansas City, and
Rocky Flats managers have security and administrative services staffs, but
they do not have finance or legal staffs; the Pittsburgh and Lockland
managers have finance staffs. The principle nominally followed is the
practical one that where full time services are required by the work load,
they are located at the site of the work.

The principle on which contract administrators function is summarized
as follows by the Oak Ridge Operations Officey the statement is generally
representative, though the administrator need not be a technical man
himself if technical staff help is available.

"(he is) usually an operating official technically competent in
the predominant type of work being carried out under the contract.
The major objective in such assignments is to select a technician
who speaks and understands the language of the contractor and who is
in a position to appreciate the problems as well as to be on guard
to secure maximum advantage for the Government. He must be able to
provide intelligent liaison and assistance and act as a competent

# The Task Force did not find anywhere in AEC a complete list of AEC
employees delegated authority to sign or administer contracts.

-9 -
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judge of the contractor!s program accomplishments...From the
standpoint of the contractor the AEC contract administrator
serves as a little AEC...."

While the concept is generally that reflected in the above quota-
tion ---Ma little AEC"---, the contract administrator is rarely in a
position to speak for AEC on major decisions. For example, actions on
procurements or subcontracts above a limit of $100,000 must be referred
by most area managers to their respective operations offices. The Rocky
Flats manager is not responsible for quality assurance or technical in-
spection of the product of the contractor; rather these responsibili-
ties belong to Los Alamos Scientific Laboratory. He is also not re-
sponsible for scheduling of the contractor®s work, which is done by
Santa Fe Operations Office by direct dealing with the contractor, rather
than with the manager. Field or area managers usually handle security
clearance and construction matters for their contracts; but the San
Francisco contract administrators do not have authority over these as-
pects of their contractors?! work.

The matters on which the contract administrator is generally re-
quired to take action are listed in more detail in the following sect-
ions with comments as to the purposes which we found the AEC adminis-
trators to have in mind in making their decisions and the sorts of
people who were performing the work. While the basic responsibility of
‘managers and their representatives is defined in organization bulletins
as "to administer contracts", we found little agreement on what it means
to Madminister' a contract,

f. The Standard Pattern of Controls over Performance and Cost of
Contractor?!s VWork.

This section lists briefly, and without analysis or criticism, the
principal controls and techniques in use at virtually every AEC office,
usually based on GM Bulletins. General evaluation of these controls
follows in subseguent sections.

The primary instruments for determining and controlling the con-
tractorYs work are the program assumptions which are the basis for
planning, the budget submissions, the approved financial plans, and
directives authorizing specific projects. Continuing control to assure
that the contractor adheres to established programs is exercised through
such devices as monthly cost reports, regular progress reportis, con-
ferences with the contractor, review and observation of the work by AEC

engineers and other specialists, inspection of finished products, and
audits.

The AEC budget is not only the vehicle for obtaining funds from
Congress for the AEC program, but it is also the chief instrument in de-
fining and controlling the program. When the budget has been approved,
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financial plans based on actual appropriaticns are issued by Washington
and in turn by Operations QOffices, setting cost limitations by program
and giving specific authorization to contractors for each activity and
category. These authorizations serve as cost cellings and are com-

pared monthly with contractor cost and progress reports to detect in-
cipient over-runs or other significant divergences. Review of contracter
cost reports is thus an important responsibility of AEC management and
technical personnel as well as the financial staff. Mid-year budget re-
views are held in order to re-appraise fiscal planning against actual
progress and make any necessary revisions.

For some minor production or construction activities inclusion in
an approved budget and financial plan is sufficient authorization. For
major production, construction, and engineering activities, however,
specific authorization by directive i1s required. ©Santa Fe and Oak Ridge
Operations Offices, for example, issue production schedules to their
major operating contractors which are keyed to the financial plan.
Major process developments are included in approved financial plans but
are given specific authorization after careful analysis. Construction
costing over $20,000 and engineering studies estimated to cost over
%2,000 must by Commission-wide policy (GM-CON-5) be authorized by
specific directive; any project, regardless of cost, must be specifi-
cally authorized if it requires modification of existing AEC policy.

AEC review and control of engineering and construction is uniform
and ¢lose. Preliminary engineering and process flow sheets are analyzed
and approved by AEC. Types of construction materials to be used,
particularly where scarce materials are involved, also require an AEC
decision. General drawings and specifications, as well as important
changes in plans and specifications, must be approved by AEC. The
progress of construction is observed regularly by engineers from the field
construction office and in addition is inspected regularly but less
frequently by project engineers from the AEC Washington office. AEC
participates in all final inspections and accepts completed work in
writing. Construction accounts have been developed to afford close con-
trol over construction costs and are reviewed and interpreted promptly
and regularly to insure that schedulss are being met and that cosis are
being held within approved levels.

Supervision and control of research and development vary with the
size and nature of the project, but conform generaliy to the pattern of
budget control, inspection visits, and review of reports and records.

Because of the crucial place of the budget and approved financial
plan in the AEC control system, the financial accounts and reports are
keyed closely to the budget. Fund accounting and control procedures
assure that objectives and expenditures for any given period do not
exceed allotments authorized under specific appropriations. The ac-
counts of major cost-type contractors are fully integrated with the ac-
counts kept by the AEC Operations Office and duplication between LEC
and contractor accounts is thus avoided, with all detail records kept by
the contractor. The AEC budget and financial reports system thus provides
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the means for determining that adequate funds are available to finance
approved programs, the means for approving in advance the contractor!s
programs for the ensuing fiscal year, and a means of measuring actual
performance against approved programs. Reports going forward from each
echelon present in progressively summarized form the key information on
the agency's fiscal position.

During the current fiscal year an agency-wide unit cost accounting
.system is being installed which makes a start toward providing compre-
hensive cost information for management in analyzing efficiency and
measuring progress of the work,

The balance sheet, operating accounts, books and records, and
financial transactions of all integrated cost-type contractors are veri-
fied periodically by on-site audits. These audits use a test check
method and are conducted generally in accordance with accepted auditing
standards. A critical survey of internal fiscal control exercised by
the contractor is an essential part of the AEC comprehensive audit., The
scope of the comprehensive audit is currently being broadened to encom-
pass business practices and to emphasize the institution and adherence
to required control procedures in general administration and business
practices. The audit is thus intended to constitute an increasingly im-
portant instrument of general management as well as financial control.

Contractors sometimes audit their cwn cost-type purchase orders,
subject to final review and approval by AEC; in other cases the audit is
done by AEC.

Limits are set, usually by terms of the contract, to the individual
procurements that a contractor may make without the prior approval of
AEC. In addition, each cost-type contractor is required to prepare de-
tailed written purchasing procedures for formal AEC approval. These
procedures are reguired to follow the principles outlined in the AEC
Procurement Policy Guide. Adherence to these procedures is secured by
review of the file on individual actions submitted for approval, by
periodic inspection, and by examination of the entire volume of purchase
orders on a sample basis.

Other contractor activities under AEC control include security, wages
and salaries, and safety. The basic approach is the establishment of
written procedures, standards, and scales approved by AEC, the submission
of changes for review by AEC, and the periodic inspection of contractor
practices to verify conformance with standards and procedures. Some
matters, such as overtime, key personnel, and fringe benefits, require
specific AEC approval.

LGObLZ b 'DOE ARCHIVES



g. Effectiveness of Controls

The pattern of controls outlined above serves to guard against diver-~
sion of Government funds and to protect Government property, and gives
KEC a voice in major commitments of money or in decisions as to program
activities which will lead to monetary expense. These controls are at
best the machinery, however, which gives AEC and its administrators the
opportunity to play an effective part in the operations of contractors,
The real test of the apparatus for control and supervision and of its
suitability in actual use comes in its results, whether in accumulation
of masses of routine paper work or instead in the encouraging, assist-
ing, and directing of contractors in achieving program goals economically
and efficiently and in assurance to AEC that goals will be met.

The success of AEC administration of contracts depends on many
factors, including the competence and cooperativeness of the contractor
and the adequacy of the contract provisions. The factors which we will
discuss here are:

(1) The spirit in which the Operations Office exercises the
required controls. Unless there is understanding of their proper
purpose and use, they may do little more than add to the total
cost of the program and to the number of Government personnel,
and may hinder the contractor rather than help in the execution of
the work.

(2) FEmphasis on knowledge and evaluation of contractor per--
formance.

{3) Caliber of AEC personnel.
(L) The AEC management framework.

(1) Spirit in Which Controls are Exercised —- Field Office Philosophies
of Contract Administration

As a confirmation of the Task Force discussions with AEC managers
and field staffs, we asked for statements of the philosophy according to
which the various offices administered their principal contracts. A
few excerpts from these statements show the range in field attitudes.
For example, Oak Ridge stated in part:

"The approach taken toward...administration is conditioned from the
outset by the knowledge that the contractor has been selected for
his superior competence and the AEC is contracting with him not
only for technical services but for managerial services as well.
The degree of competence secured varies among contractors; the
degree of supervision is varied accordingly...BEmphasis is placed on
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positive assistance rather than negative acts of control...An
important part of the job is to determine when assistance and
guidance are needed. This is accomplished in part through frequent
informal contacts with the contractor and in part through the re-
view of information received as a result of formal reporting re-
quirements and other controls...As one method of evaluation, the
costs receive very intensive study and a constantly diligent
effort is directed toward economy...Although his detailed opera-
tions are spot-checked as a safe-guard to insure consistency
with approved policy, it is not felt necessary to lock over the
contractor?s shoulder constantly to assure compliance.™

Comments from Santa Fe Operations Office include the following re-
marks:

"SFO0 adheres to the philosophy that, having assigned prime
responsibility for development and production to the prime con-
tractors, it should not interfere with the performance of those
contractors except to the extent required by law or by Commission
directive...AEC exerts program control, but purpecsely avoids any
effort to control the techniques of processing nuclear material
in the SFOO operations, since the contractor has the requisite
knowledge and SFOO has not been staffed with this technical per-
sonnel,"

The views of the New York Operations 0ffice reflect a rather differ-
ent approach:

e believe that AEC is trying to do its job with too few techni-
cally qualified contract administrators on its own staff...On
production or construction contracts...a constant critical analysis
of performance is essential. It appears to NYOO that the AEC has
over-emphasized control and audit of administrative matters in
contractor operation as devices for ensuring good contractor per-
formance. Procurement, property management, subcontracting, per-
sonnel and finance surveys and approvals are required almost

ad nauseam by Washington directive. On the other hand little or
nothing is prescribed by Washington for judging contractor per-
formance .M

The Chicago Operations Office states that it has followed a middle
course between the two extremes of rigid regulation on the one hand and
virtual grant-in-aid on the other; it terms this middle course the
cooperative and negotiative, or the Mpractical or common sense" approach.
With regard to contract administration, Chicago states:

"Since the emphasis is on cooperation in getting a job done in which
primary responsibility for performance is placed on the contractor,
the main role of the Commission is one of education and assistance
in improving administration to get and ultimately exceed minimum
standards in the expenditure of public funds...In fulfilling the
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basic requirement of contractor compliance with minimum AEC
standards, the office is giving increasing emphasis to the survey
and spot-check methods of evaluating performance. Since the in-
formation gained in such checks and surveys is valuable in the
positive role of general improvement of contractor administration
discussed above, the work and approach must be closely tied in
with achieving creative results."

These varying attitudes reflect to some extent the varying situa-
tions in AEC field offices. To the extent that the AEC staffs are
working with established contractors, whose performance is attested by
a record of achievement, the reliance on a relationship of cooperation
and confidence supported by regular check of operations and of per-
formance reports will give AEC basic assurance that the job will be
carried out. We thus agree with Ozk Ridge and Chicago that the degree
of supervision will vary. Where new contractors are being brought into
the program greater assistance in working out administrative procedures
and basic technical or management methods will be required, as will a
closer check on the quality of contractor work. The situation differs
yet again when emergency programs, perhaps requiring virtually simul-
taneous development and initial production runs,; must be carried out to
extremely tight schedules. This situation has existed in many parts of
the Santa Fe program and has been the justification of the direct
responsitility given such contractors as the Los Alamos Scientific
Laboratory and the Sandia Corporation for the technical aspects of the
program; time does not permit layers of approval or time-consuming pro-
gram reviews. AEC should, however, appraise the progress of such
responsible contractcrs by more than the final results or by written
reportss we note that the Division of Military Application holds the
view, with regard to the remarks queoted above from Santa Fe, that:

"This office believes that the SFOO technical staff should be
adequate to control and properly evaluate its programs. One can-
not assume that all SFOO contractors have equivalent competencies
in operating and management fields, Justification of numbers of
AEC personnel depends upon the extent to which SFOO or any
Operations Office must supplement identifiable contractor weak-
ness or avold duplication in areas of contractor strength."

The Task Force believes that it is sound policy to expect the con-
tractor to take the initiative in working out and executing programs in
the field for which he i1s hired, but we alsc consider it essential that
AEC have personnel competent to know that the contractor has worked out
an adequate program and is applying the necessary resources. As one
branch chief observed to us, technical personnel of the sort now employed
by AEC or available to it can tell whether the contractor has planned
his work well without themselves necessarily being able to work out such
a plan. Unless AEC does know that reasonable steps are being taken
toward the program goals, it runs an unreasonable risk of finding itself
with responsibility for an avoidable failure. The principle which, when-
ever possible, should be followed is that the responsibility of the
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contracting officer extends across the entire area of the work of the
contractor.

It is possible also for AEC personnel to err on the other extreme
and interfere in the contractor's performance of the job for which he
was hired. This relationship is undesirable both as unsound management
practice, and as a waste of AEC staff. This matter is a difficult one
to evaluate, since often assertion of proper AEC responsibility is
resisted by contractors. It is important to keep responsibility for the
performance of the work on the contractor, but at the same time to make
him aware that he is being currently measured against strict standards
by competent judges of his performance.

We would like to emphasize again that our conception of the posi-
tive responsibility of the AEC field managers does not reduce the
responsibility of contractors, but rather complements it. The essence
of the manager's job is to see that the contractor understands his
responsibility, has planned and is taking adequate action to meet it,
and has all help AEC can give him in doing his work. We do not ask that
the manager do the work; we do ask that he know currently, before com-
pletion, whether it can be expected to be done well and economically.
The sort of working relationship that he has with the contractor will
vary with different kinds of work, different kinds of personalities,
different lengths of time on the job. It should always recognize on
the one hand that_the manager represents the public interest in seeing
that the work is done an well and the money wisely spent, and on
the other hand that the gopiraciobeds.gxpected to furnish initiative,
iEEiSE and know-how for performance of the work.

The attitude of field staffs toward the controls which they are
exercising in procurement and property management activities is again
crucial to the effectiveness of their werk, If such required field re
views and approvals as those specified in bulletins GM-3&S-37 and -38,
for example, are to be productive, the field staffs must use these re-
views to apply sound business judgment to the award of contracts or
purchase orders, The formal signatures and documentation required by
these GM's are essentially ways for encouraging the following of com-
petitive practices wherever possible and the application of good judgment
in awarding business on a basis favorable to the Government.

¢

f2) Fmphasis on Major Aspects of Job

Following and appraising the progress and quality of the contract-
or's performance has appeared to the Task Force to be a most important
aspect of contract administration, once program goals have been estab-
lished and defined for the contractor. In particular we have considered
that AEC field staffs are not simply.channels between the contractor
and the Govermment nor are they merely service units. They have an
important function which can for convenience be referred to as inspection *//
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of the work. Inspsction involves an overall and up-to-date familiarity
with the nature and progress of the work which is gained by daily ob-
servation, close contact with contractor personnel, examination of the
reports and cost statements, review of proposed procurement and sub-
contract actions, and regular conferences with contractor top management
regarding progress and difficulties. Such regular inspection by the AEC
manager and his responsible staff members enables AEC to point out
errors and ascertain that the efforts of the contractor are carefully
planned and directed to the major objectives of the job without undue
expense or attention to minor aspects of the work. Such inspection
appears to us necessary for the discharge of inherent AEC responsibility
and in addition would be doubly valuable while new contractors are
being brought into the program or when contractors have shown less
capability for some aspects of their jobs than others.

In our field visits, we asked the managers and their staffs what
methods they had to satisfy themselves as to the quality of the con-
tractort's work. The answer was usually given in terms of increased pro-
duction and reduced unit costs over a period of years, or in terms of
successful completion of development projects. It was recognized that
this improvement reflected primarily technological advances in a young
industry, and furnished no sure guide as to whether the performance of
the contractor was as good as it should be. In some activities such as
safety or community management or operation of standard facilities such
as power plants, it has been possible for Operations Offices to compare
contractor performance with performance by other private or public units.
For key AEC activities, however, such comparisons are not possible. As
the AEC system of industrial accounts is perfected it can be expected
1o enable analyzing performance against past standards, but the system
is as yet not generally satisfactory to either contractor or AEC manage-
ment for this purpose. We asked also concerning the quality of con~
tractor staffs, and found to our surprise that many AEC offices were
aware only in general terms of the competence of key contractor person-
nel, particularly in the middle management level. Since the organiza-
tion and people furnished by the contractor are in one respect the
essential thing which he is furnishing, we would expect an AEC manager
to satisfy himself continuously concerning the quality of the people
whom the contractor brings into key positiens and concerning their per-
formance on AEC work.

There is considerable variation, among different types of opera-
tions, as to the degree of AEC supervision and the confidence which AEC
field staffs appear to feel in their ability to measure the contractor?s
work., In construction, we found in all AEC offices personnel who were
aware in detail of the plans, progress, and gquality of the performance
of design and construction activities, and who spoke of suggestions
which they made to contractors for changes and improvements.

In research and development, on the other hand, AEC field staffs
in most cases confined their activities either to assistance to the
contractor in such matters as budgeting, obtaining information, or SF
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accountability, or to maintaining a general familiarity with the work f 7
being carried on without feeling direct responsibility for evaluating |

the work. This field role reflects the rather obscure AEC division of ; Aéf//////
responsibility between Washington program divisions and field technical!

staffs in research, concerning which we shall comment subsequently. }
Particularly for off-site research but also for basic research in the j
National Laboratories, the divisions of Research and Biology and
Medicine look to field staffs for services in executing contracts and
preparing budgets but not for evaluating research-in-progress or re-
search results., For applied and developmental research, field super-
vision varies; the San Francisco Office Technical Operations Branch,
for example, is staffing to follow closely the UCRL weapons program,
while Los Alamos Field Office has no technical staff following LASL
work. As far as we could ascertain, the initiative of the field staff
determined hew active a role would be played, since the Washington
divisions did not lay specific responsibilities on them.

An established distinction between basic and applied research should
be borne in mind in considering field supervision. Thus, the "Operating
Policy of the Argonne National Laboratory", approved by the Commission
on June 1, 1950, states: /

7, The extent of AEC control over basic research and over pro-
prammatic work will differ widely...Because of the greater diffi-
culty in precise description of specific goals in basic research,
and because of the desirability of freedom of choice of subject
by the responsible scientists, basic research will not be budgeted
or controlled in such detail. Dollar estimates and dollar
limitations will be coupled only with broad classes of work, leav-
ing flexibility to the Laboratory Director and the scientist as to
specific investigations and modes of attack, subject only to the
aggregate amount provided under each major budget program..."

The distinction appears to us a wvalid one, since it is ic the interest
of AEC to c¢reate in its laboratories an atmosphere as conducive as
possible 1o basic research. The role of field staffs in such circum-
stances will properly be a limited one, devoted in the main to adminis-
trative and technical help and service.

In supervision of production there is a marked difference between
the Divisions of Production and Military Application growing out of the
difference in the products. Weapons production includes the manufacture
and acceptance of a large number of components; the Santa Fe field
offices have a considerable staff of inspectors operating in the plants
of contractors (see Table 3). We understand from AEC managers that these
staffs are of assistance in following the contractor?s work in addition
to the performance of their specific duties of inspection and acceptance
of products. Otherwise the supervision of production in Santa Fe is
the responsibility of contractors. Santa Fe has stated:
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"Contractor performance in the execution of the work is a techni-
cal responsibility of LASL or Sandia Corporation, this responsi-
bility normally being stated in the contract. The contracting
officer or his representative is kept informed by copies of
correspondence and by attendance at technical program conferences,
if desirable..."

At Oak Ridge and Hanford fewer technical people are necessary to
assure the quality of the product because of the single continuous pro-
duction process., Technical control is otherwise exercised through
review of weekly, monthly, and quarterly production reports, reguiar
visits to the plants, and conferences. At Fernald and Savannah River,
where new plants are being brought into operation, somewhat larger
technical staffs are active in working with the contractor in decisions
as to incorporation of process improvements and in bringing new facili-
ties into successful operation.

(3) Caliber of AEC Staff

It follows from the preceding discussion that AEC needs on its
field staffs primarily people of the experience and training to under-
stand the technical and business aspects of the contractor's works They

need to be able to analyze programs and evaluate the adequacy of the
effort being made.

We have quoted earlier in this chapter the New York view that AEC
is trying to do its job with too few technically qualified contract
administrators on its own staff. New York illustrates the need for such
qualified personnel by examples of their function in selecting the
contractor most fitted for the work, in evaluating the performance of
contractors on process development and production or construction work,
and in recognizing a contractor?s need for informmation or help and
knowing the kind of guidance or assistance which will be most useful.
The attached tables (Tables 1, 2, 3, and 4) on technical positions in
AEC gives an indication of the extent to which AEC is at present staifed
with persons engaged in following the progress and quality of the techni-
cal work of contractors., The overall percentage of such personnel is
20%, evenly divided between engineering and construction personnel and
others with technical training in engineering or the sciences. The
variance in field offices is marked; we have commented on some of the
reasons in discussing production controls earlier. It should be re-
cognized in examining the tables that technical people are not the only
specialists of value in controlling and assisting the work of con-
tractors, but because of the nature of the AEC program they include the
bulk of such individuals., Contractor proposals for purchase of equip-
ment or other precurements often need technical judgment applied to
their evaluation, for example.
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The AEC field offices have recognized the importance of guality in
the AEC staff if the Commission?!s responsibilities are to be properly
discharged. Savannah River has commented as followss

"It was our basic premise...that we would keep our organization.as
small and compact as possible, made up of highly competent per-
sonnel able to deal at least on an equal footing with their
opposite numbers in the contractor®'s organization...™

Chicago has stated similarly:

"Two general types of personnel, thus, are involved in the negotia-
tion and administration of COO contracts: (1) high level executive
and staff personnel are required for the negotiation of contracts
and for making the decisions and providing the leadership in making
the cocperative approach really work in the administration cof
contract...(2) broad gauged administrative and professional per-
sonnel...are required for the surveys, audits, and day-to-day con-
sultations necessary for contractors to meet and exceed the minimum
standards established by the AEC covering the expenditure of public
funds,..The number of personnel required to carry on the functions
and role of C0O is not large but the guality must be good.™

Our comments on the importance of improved recruitment, training and

rotation procedures in AEC to develop the type of personnel described
herein are contained later in this report.

(4) Management Framework

AEC field offices are, of course, one in several echelons of AEC
management. 7The support and guidance they receive from higher authority
are crucial in their functioning. In our discussions with field staffs,
we found the following complaints concerning higher echelons to recur
frequently:

a. Ixcessive reporting requirements.

b. Lack of clear and timely policy guidance.

c. Need to refer to Washington for decisions.

Such complaints are to be expected in any large organization. We
mention them here as we turn to consideration of problems of management
including reporting, policy formulation, and degree of centralization,
to point out that these aspects of management have direct and daily im-

pact on field program activity.

In the foregoing sections we have stressed variations in contract
administration. Where the variations were not due to differences in
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the job, we did not find indications that these variations arose out
of differences in attention to duty by AEC staff, but rather out of
different conceptions of what was expected from AEC personnel in their
relations with contractor. In discussions below of M"Delegations'" we
shall examine further the sources of this uncertainty; we can express
here our conviction that clarification of the agency's responsibility

in contract administration would assist in attaining a healthy degree
of uniformity.
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SECTION 2.

AEC MANAGEMENT

a. Staff Development

Clearly all phases of the AEC's operations, including contract ad-
ministration, will benefit from a continuing effort to strengthen its
staff through sound recruitment practices and development of the capa-
bilities of its employees. We comment here on three aspects of staff
development —-- training, performance review, and development of execu-
tive personnel ~-- which in our opinion deserve increased stress.

(1) Training

The following is quoted from the Commissionts Personnel Policy:*

TRAININGH

"Consistent with definite needs which arise or are antici-
pated, employees will be provided with opportunity to
improve their knowledges, skills, or attitudes in order
to enable them to perform the tasks assigned to them in
the best known ways and to prepare for advancement. This
will include programs for orientation and induction be-
fore assignment of work, training on the job, up-grading
and understudy programs, and training in supervision and
management practices."

We have not examined thoroughly the nature of training programs
throughout the AEC. We have gained the impression that clerical and
stenographic employees are generally given indoctrination training, es-
pecially in security practices, and that continuing training is given
AEC guards. Several training programs are apparently in progress also
for recent college graduates; particularly in the fields of accounting,
auditing, and budgeting. We have reviewed representative training pub-
lications issued by the Division of Organization and Personnel in Wash-
ington, and we have noted several impressive examples of training in
the field. Our impression is, nevertheless, that the importance of
training has not received adeguate recognition throughout the agency,
and that the present training activities are very uneven. We were ac-
cordingly glad to be advised by the Division of Organization and Per-
sonnel that it hopes in the near future to take steps "to coordinate
and strengthen the training activities of the AEC to such extent that
they are comparable in all respects to those conducted by progressive
business and Governmental agencies"., The Division conceives its re-
ponsibilities in the training area to be:

*Personnel Policy. The United States Atomic Energy Commission, Jan-
vary, 1951.
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(a) Formulating over-all policies, plans and standards;
(b) Coordinating AEC-wide training programs and projects;

(c) Rendering staff advice and assistance in the develop-
ment, administration and evaluation of training pro-
grams;

(d) Providing a central source of information on effective
training programs, methods, aids and techniques;

(e) Keeping top management currently informed concerning
the quantitative and qualitative aspects of AEC train-
ing activities.

The effort Organization and Personnel hopes to make is an impor-
tant one which it would seem could be reasonably guided by the above
statement of responsibilities. It will require competent staff, an
aggressive program, and the backing of top management. We are inclined
to think that it would be facilitated by a more positive policy on
training than is quoted above from the Personnel Policy. The present
policy does not seem to take sufficiently into account that the agency,
as well as the employee, stands to benefit from a vigorous training
program; the relating of training to "definite needs'" seems to invite
neglect of the activity in the absence of a critical immediate need.

It seems to us that in strengthening the AEC's training activities,
early attention might well be given to training of two groups of employees
(which might to some extent overlap). One of them is the group which
would be involved in an executive development program (discussed subse-
quently). The other consists of field employees whose duties entail
considerable direct contact with contractors, especially “contract
coordinators" who stand in the lines of authority between AEC and con-
tractors.

(2) Performance Review

The following is quoted from the Commission®s Personnel Policy:

YPERFORMANCE REVIEW®

Formal periodic review of the performance and capabilities

of employees will be made against realistic and understood
performance standards to determine any merited reccgnition,
need for their further development, or change in job status.
Each supervisor will record and use current information on
the experience, gqualifications and performance of each in-
dividual "under his direction" as a basis of planning for the
training and further development of such employees or other
appropriate personnel action. FEach supervisor will discuss
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any evaluation and the basis for it with the employees affected
to develop mutual understanding.*

The AEC discontinued use of the Civil Service efficiency rating
system early in 1949. Since that time formal rating of an employee has
been required only when, on the basis of his time in grade, he becomes
eligible for a periodic pay increase. The supervisor certifies on
such occasions merely that the employee does or does not meet the overall
requirements of his position.®* It is agreed generally that this pro-
cedure does not constitute satisfactory implementation of the above
policy.

We have reviewed working papers of the Division of Organization
and Personnel concerning development of a program of periodic formal re-
view of employees® performance and potentialities which would implement
the Commission's policy. A "Management Appraisal System', a procedure
for rating management personnel, is tentatively proposed as the first
step to be taken in the performance review program, and seems to us in
the main sound. We also feel that the second step contemplated - pro-
vision of a rating procedure for non-management personnel -- is sound as
now roughly outlined.

We hope it will now be possible to make good progress in instituting
performance review. We hope also that as soon as appropriate approvals
are obtained the Personnel Policy will if necessary be amended to bring
it into accord with the procedure.

(3) Development of Executive Personnel

We believe that systematic development of executive personnel con-
tributes to the vitality of large organizations and incidentally simpli-
fies their staffing problems. The unique nature of AEC should not make
it exceptional in this respect; in fact, some of the staffing problems
experienced by the agency in its first years seem particularly to
suggest the importance of establishing a sound executive development
program in AEC. Various key positions, for example, have stocd vacant
for long periods while efforts were made to induce men from outside the
organization to accept the posts. In addition to these considerations,
it seems apparent that an executive development program would do much to
increase the attractiveness of AEC to present and prospective employees
interested in promising opportunities for career employment,

We believe the Commission can never expect to be able to fill all
of its key positions from within the agency. The Directors of Biology
and Medicine and Research, for example, almost have to be recruited from
outside and for good and apparently permanent reasons. There are other
reasons, one of which is the agency's present lack of systematic execu-
tive development, why it may be desirable for some time in the future
to f1ll certain other top executive positions from the outside. But the

GM-PER-18
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Commission'!s objective should be;, we think, to bring about as quickly

as possible a situation in which it can confidently expect to be able to
fill all but a few key positions (and those principally technical) from
within the agency.

Realization of this situation will depend on the success of efforts
in several fields. One of these obviously is effective recruitment at
the lower levels. We have not considered recruiting practices in detail
but hope that they will be scrutinized in the course of the re-examination
being given the Division of Organization and Personnel.#

A good system of performance review will also be necessary. We hope
that the void in this field will be filled as a result of the current
efforts discussed above,

A program for training of executive: personnel and potential executive
personnel will likewise be necessary. We hope, as has been indicated,
that significant steps will be taken with respect to the overall training
situation in the near future; executive development should be a primary
consideration at that time.

Finally, it will be important for the realization to prevail that
filling a key position can be more than a means of assuring that funct-
ions of the position are capably fulfilled for an indefinite period.
When such a position is filled, the individual concerned is given an
opportunity to develop himself and increase his future value to the
agency, and obviously therefore placement may be used as a means of
executive development.

Key positions are filled today in accordance with a procedurei:
which does little out insure that a "digest of Qualification Data™
(Form AEC-285) on each key employee throughout the agency whose past ex-
perience seems pertinent is made available to the operating official
filling the vacancy. How he thereafter fills the vacancy is entirely
his responsibility.**** While this procedure certainly has its advantages,
it stops considerably short of what is desirable. Form AEC-285, in the

*We hope action will be taken on a suggestion made at the October 2,
1952 meeting of the Advisory Committee on Personnel Management, that a
paper setting forth the manner in which recruiting has been carried
out for certain key positions, be submitted for the Committee?s con-
sideration.

#+GM-188 ("Filling Key Positions™)

#+**There are exceptions to this, some of which we have noted; e.g.,
attorneys, field Directors of Finance and Security, and positions
higher than GS-15,
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first place, gives only brief information on education and job history.
The interested operating official may, of course, ingquire as to a
candidatets performance and personality and capabilities, but he may
well address his inguiries to another official interested in keeping the
candidate where he is. In general, we feel that Managers® personal
knowledge of the abilities of candidates and the presence of candidates
at sites where vacancies have occurred, have overinfluenced key re-
cruitment. The filling of virtually all of the key positions of the
Paducah and Portsmouth Area Offices from within Oak Ridge Operations
Office organization are cases of interest in this connection, though
we do not deny the possibility that urgency may have required that
executive placement be handled as it was in these cases.

Besides urging a program of executive development supported at
high levels in AEC, we have general proposals, some of which have been
intimated earlier, which we offer not in the certainty that they are in
all details desirable, but at least to indicate the direction in which
we believe that effort should proceed.

First, the need in the fields of recruitment, training, and per-
formance review has already been discussed.

Second,; believing that executive development calls for a coordinated
AEC-wide program, we suggest establishment of a position in Washington
headquarters of coordinator of placement for key positions. The impor-
tant contribution we would expect this coordinator to make is to assure
that executive development and placement is treated as an overall AEC
problem and not as one which should be dealt with by each Cperations
Office without regard to the rest of the field and Washington. Thus,
he would be concerned with mobility of personnel (discussed below),
and we would expect him to insure that each key position placement action
is made with full consideration not only of the candidates? past history
as 1t may relate to the job requirements, but with thought also to the
long range development of the outstanding candidates. The coordinator
should maintain full information on all key positions¥, their incumbents,
and employees within the agency becoming eligible to move into key
positions. With respect to such personnel, he should currently maintain
not only employment background data such as shown on Form AEC-285, but
performance review data from written reports, and this information
should be reinforced by personal contacts with the individuals themselves
and their supervisors., He should; that is, have current and well
grounded judgments as to the present capabilities and the potentialities
of key personnel throughout AEC.

*A very rough definition of "key persomnel"™ proposed only for purposes

of discussion is: branch éhiefs and above in Washington, deputy division
directors and above in the field. It would probably be desirable,
actually, to make the number of key positions handled by the coordinator
as large as his time would permit.
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Third, filling of a key position in the field should involve
collaboration of the local Manager, the Washingten division director
specializing in the field in which the vacancy exists (e.g., finance,
security), and the key position coordinator. Because of the tra-
ditional tendencies of operating officials to wish to fill vacancies
from within their immediate organizations; it might be desirable that
disagreements which cannot be resolved among the three officials be
referred to the General Manager or the Deputy General Manager.

Fourth, mobility of personnel should be encouraged. Increased
movement of key personnel among the field offices and Washington head-
quarters would benefit the Commission by expanding the capabilities of
the personnel affected, encouraging consistency of practices and policy
interpretation throughout the field, reducing the gap between "field
viewpoint" and "headquarters viewpoint", encouraging identification of
primary loyalty with the agency rather than one of its offices, and
averting the temptation, which is sometimes a real one in the field, to
subserve the contractor in the belief that this will assure an amicable
long-term relationship. Of interest in connection with personnel
mobility would be the carefully planned introduction of grade differ—
ences between corresponding key positions in large and small Operations
Offices. Thus, for example, the logical first step of advancement fa
the Deputy Manager of a large office might not be to replace his
superior, but to become Manager of a smaller Operations Office. We
recognize that the question of "rotation" inveolves difficult but hardly
insoluble problems, such as the reluctance of individuals to be moved
from site to site, or the need for some additional travel funds.

As to the question of where the key position coordinater should be
placed within the organization, we believe that he shculd certainly
not be lower in the organization than directly below the Director of

rganization and Perscnnel. It would not be inconsistent with good in-
dustrial practice to place him in the Office of the General Manager.

Planning for a complete program of executive development - one
beginning with recruitment in the lower grades -- should start promptly,
but development of 2 complete program will take some time even after
completion of planning. The actions proposed above might be initiated
in the interim, and should be easily integrable with the ultimate program.
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b. Policy Formulation and Promulgation; Advance Flanning

To maintain momentum and effective cooperation in an enterprise as
complex as the atomic energy program, goals and policies must be clearly
stated and readily available. Such goals and policies are important to
the field officials who must execute them, to the divisions who are
responsible for working out and meshing together the various programs
of the Commission, and to the Commissioners themselves in shaping and
controlling the enterprise. We have spoken from time to time about diffi-
culties in ascertaining what AEC policy is on a specific question. In
this section we shall look at some reasons for this difficulty and some
possible aids in reducing it.

(1) Policy Formulation

Basically policy and goals are established by the Commission itself
as an aspect of discharge of its responsibility for the program under
the Act. Establishing policies and goals has been less a distinct
activity than an aspect of the continuing Commission occupation with re-
view and appraisal of the program, planning for programs and organiza-
tion, resolution of problems referred by the staff, and preparation for
explanation and defense of the program. /Because of the youth and rapid
growth of AEC, operating and policy problems are peculiarly closely re-
lated and at times inseparable, so that the Commission's participation
in operating programs and decisions is quite detailed. This concern
with program detail is reinforced by the Commission?!s accountability for
the program -- to the President, to the Congress, and to the public. The
importance and sensitivity of atomic energy make this accountability
arduous and time-consuming, and invest details of the program as well as
major decisions with implications that bring them to the Commission,

A measure of the problem is the sheer volume of things which the
Commission has tried to give its attention to, and the number of docu-
ments sent to it. In 1952, as cne measure, 398 action papers went to
the Commission for decision, a total of 5400 pages; in addition, 1506
information papers totaling 6521 pages were sent to the Commission as
matters presumably deserving review. The load of day-to-day meetings,
consultations, operating problems and so forth has been sc great and
absorbing that the Commission in seeking relief and perspective has on
occasion left Washington for overall policy review sessions free of dis-
traction.

Policies and goals thus are to be found in a large number of in-
dividual decisions and specific programs, rather than in a deliberately
developed single body. This step~by-step approach has been in part a
matter of choice; to attempt to formulate general policies, in advance
of experience, has seemed unwise in view of changing technical possi-
bilities, changing military requirements, and changing national needs.
Individual decisions and goals are brought together for overall state-
ment of the program and policies and goals only in reguired reports like
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the semi-annual report to the Joint Committee, and in budget planning
and presentation. These are valuable documents in a general sense as
well as for their particular purposes, but they do not provide good
occasions for resolving basic policy issues, since they have special
purposes, inflexible deadlines, and a format and style of presentation
directed to the needs of the recipient agency rather than to clear
internal policy guidance. Yet in the absence of other policy summaries
of equally full scope, they must be used both as a vehicle for obtaining
decision and as a basic source of existing policy for the staff.

The distracting pressures and demands, whether for imperative pro-
gram and operating decisions or for explanation and defense of the
project, will continue to make policy review and formulation difficult.
Overall review, appraisal, and formulation of policies, goals, and
progress must be performed, however, and the results must be stated and
promulgated for the guidance of the staff. Ways of helping toward this
end are several; we will speak below of two which seem essential -
codification of existing policy, and establishment of a staff to assist
the Commission and General Manager in their long range planning.,. In
speaking here of the difficulties in establishment and overall review of
goals and policies; we have had in mind two other possible approaches to
facilitating this job. (a) One is the systematic review of major pro-
grams and establishment of revised goals and policies independent of
special needs like budgeting or Congressional reporting, so that
policy issues will be presented in their essentials and Commission posi-
tions will be available in statements drawn for staff guidance rather
than for external consumption. (b) The second is the planning of Com-
mission business in rough outline over the course of the year, so that
the recurring items such as budgets and reports to the Joint Committee
will be foreseen and the necessary preliminary study and discussion ar-
ranged for. New program developments, Congressional hearings, supple-
mental appropriations will defy ordered transaction of business in AEC
for some time, but the underlying pattern is also becoming stabilized
and by explicitly recognizing it some issues may be anticipated or even
forestalled and some recurring business may be handled with better
preparations. A partial basis for reducing Commission involvment in
operating detail and decisions may also be provided.

(2) Planning

The preceding remarks suggest that advance planning in the Commiss-
ion has been bound to specific problems, incidental to other activities;
and dependent on a few individuals (including the Commissioners and
General Manager) already over-burdened with other concerns. Individuals
on the Commission and the staff have fostered plamming in particular
areas, but often without time or available energy from other duties to
press thneir ideas, and without organizational machinery to support them
or coordinate their work. Under these circumstances, there has been no
assurance that planning has proceeded in all important areas.
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Examples of the apparent deficiency here are the following:

l. We found no staff unit assigned responsibility for long range
organizational planning. For example, the figures used in
the subsequent section on "Organization" had to be prepared
at our request and assembled from several different offices.

2. Division directors are left uncertain as to their responsi-
bility and authority for planning and establishing gcals.
A basic staff paper on the AEC reactor program, for exampie,
began with the following statement of the probvlem:

"To identify the assumptions of the Division of Reactor De-
velopment regarding the Commission®s objectives and priori-
ties in respect to the development of non-mobile reactors,
and to indicate the relationship of these objectives and
priorities to existing and planned programs..." {AEC 152/21,
March 11, 1952)

3. The one unit presently concerned more than any other with gen-
eral problems relating to long range planning appears to be the
Operations Analysis Staff, but they have no responsibility for
appraising the general adequacy of agency planning, and are in
some uncertainty as to the extent to which they are expected
to initiate studies in areas cutting across the work of other
divisions.

L. There are many matters on which authoritative working assumptions
are necessary for effective staff planning. An example is the
question of the level at which production may be considered ade-
quate for the weapons supply to be "saturated". Efforts to
learn from the Department of Defense what this level is have
apparently been futile. Even if the saturation level cannot be
firmly established, however, a working assumption might be
formalized and cleared with the Department of Defense as a
proper means of sharing responsibility with them for decisions
which must be made in the next few years in such various fields
as production, contractor selection, community management.

/ We recognize that a constantly changing program has made it difficult
to make staff provision for specialized aid in planning, since goals and
schedules and current operating decisicns have been interdependent and

have had the attention of the Commission, General Manager, and top staff.
lanning is an integral function of top management; of course, but it

is one in which we believe an able full-time staff would assist the Com-

mission and top staff in foreseeing and considering the trends of

present programs and their inter-relationships.

(3) Policy Promulgation -- Commission Decisions

The principal record kept of Commission decisions is the official
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minutes, maintained by the Secretary to the Commission. The minutes
state all decisions reached and frequently indicate the outlines of the
reasoning leading to the decisions. The minutes are given very limited
circulation; only the General Manager and the General Counsel among the
Commission®s staff regularly receive copies. For each decision reached,
the Secretary sends a memorandum in behalf of the General Manager to the
staff division affected, citing the decision and requesting that it be
implemented. As a rule the memorandum contains no account of the Com-
mission®s discussion, though occasionally excerpts of the draft minutes
may be attached. Copies of the memorandum may be sent to other staff
divisions if they have an obvious and immediate interest. Reciplents
of any staff paper considered by the Commission receive copies of a
"decision sheet" setting fcrth the bare decision.

The reporting of Commission decisions seems to us to be inadequate,
Only the bare decisions are given general circulation to the top staff,
and this by a device which is in some respects most unsatisfactory. A
staff member may receive, for example, a paper from the Office of the
Secretary designated AEC 285/10 advising simply that on May 1 the Com-
mission approved the recommendation of AEC 285/9. Frequently the staff
might be better guided if it were aware of the Commission?s reasoning as
well as of its decisions. In addition the staff member will have the
physical difficulty of interpreting the decision sheet, since locating
the earlier Commission paper may be difficult after a considerable lapse
of time. While respecting the need for privacy of the Commission®s
minutes as a whole, we wish to emphasize their potential value to top
staff members and to point out that the bulk of their contents requires
no privacy beyond that imposed by security regulations. Possible means
of better acquainting the staff with the substance of Commissicn de--
liberations deserve study. As random examples we suggest consideration
of pericdic topical abstracts of the minutes, or systematic distribu-
tion of full extracts of discussions.

Records of existing policy and the supporting facts and reasoning
are dispersed physically and uncodified. The divisions do not have all
the minutes or other pertinent papers dealing even with the activities
for which they are responsible; on the other hand, the Office of the
Secretary does not always have documents however important which have
not been directly considered by the Commission or have not grown out of
a Commission decision. It is thus difficult to ascertain in consider~
ing any problem whether all existing policy and pertinent facts are on
hand. This difficulty is complicated by the absence of codificaticn.
As we have observed, the Office of the Secretary maintains case files
in simple chronological order. Without deprecating the conscientious
work that has gone into these files and their unique value, we would
point out the freguent difficulty of ascertaining which policies remain
in effect and which have been superseded, as well as whether pertinent
decisions are included in other documents not cross-indexed. We believe
that the codification of Commission policy on a nearly current basis
should be studied, and will prove a way of saving time and effort of
busy key people out of all proportion to the additional people who will
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be needed. Such codification, if imaginatively done, might also be
of significant help in policy planning.

(4) Policy Promulgation —- GM Bulletins; Manuals

We propose to discuss briefly now the means by which policies and
procedures of general applicability are made known throughout the AEC.
The basic pertinent directive is GM-O&M-1, from which is quoted the
following:

"A Bulletin is a statement of organization, policy, program
or procedure. Though all statements of organization, policy,
program or procedures, regardless of their form, are appli-
cable in the areas of responsibilities assigned the issuing
official, it is intended that when such statements are of
permanent importance they shall be formalized as Bulletins."

Bulletins issued by Washington headgquarters for use throughout AEC
are designated "GM Bulletins™.

There seems to be no reasonable alternative to maintenance of a
system of Washington headguarters bulletins. Even if most of the con-
tents of GM Bulletins were to be issued in a relatively few manuals,
the difference would be one of format, and the need for means of con-
tinuous issuance of new and revised statements would continue. There
is a tendency to think that changes in format will solve the problems
which have developed in the GM Bulletin system. Certainly the question
of improved format should always be an open one. Several problems are

involved in the GM Bulletin system, however, which relate to questions
of policy.

One such problem is to determine for whom GM Bulletins are written.
There seems to be no doubt that they should be addressed to the Wash-
ington headguarters staff and to Managers of Operations. The question
is, should their purpose go beyond this, and include giving essentially
all necessary instruction (within the scope of their subject matter)
to the staffs in the field offices, and to contractors? It is clear to
us that generally it should not. There are, of course, cases in which
manuals can be issued to field employees and contractors, which will
provide satisfactory guidance with a minimum of supplemental instruction
at the field level. Some such manuals are in use; the issuance of
others -- several are now in preparation -- should be regarded as urgent.
In general, however, a headquarters instruction requires interpretation,
elaboration and editing before it can be fully helpful to the field em-~
ployee or the contractor. This is in our opinion properly the job of
the Manager of Operations, and GM Bulletins should not be thought of as
addressed to individuals below his level, or to contractors. Clarifica-
tion is needed on this essential point.

A certainly fundamental shortcoming of the GM Bulletin system today
is that the mandatory nature of the provisions of GM Bulletins is not
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established. This is in part because of poor editing; clear distinction
is not always made between what is offered for guidance and what is

set forth as required. In addition it is probable that recollections of
some early AEC history cause confusion on this matter. In March, 1948,
at which time decentralization was extreme, the term “GM Bulletin" was
devised to replace the term "GM Instruction" which had been used earlier.
This change came about as the result of objection made by field officials
that issuances designated as "instructions" left them inadequate dis-
cretion and seemed out of keeping with the Commission®s professed
philosophy of decentralization. At the time of this change field officials
and Washington officials were alike informed that Bulletins were intended
as guidance and that literal compliance with them was not to be expected
in view of the diversity of conditions throughout the organization. We
have noted earlier that contract provisions affect implementation of

GM Bulletins, and particularly that in some cases contracts provide the
local manager with no basis for requiring compliance with the terms of

an order from AEC headquarters. It is hard to see how the GM Bulletin
system can operate successfully if the requirements issued through it

are considered as anything other than mandatory. Before they can be so
considered, however, the Managers must be provided with contractual basis
for insisting on implementation within the contractors?! organizations.

As has appeared from discussion in Section 1(d), this will require
agency-wide action.¥

A third fundamental problem is that of coordinating the GM Bulletin
system in Washington headquarters. The coordination required is of a
much firmer and more aggressive nature than that which has been performed
to date by the Division of Organization and Personnel. We believe that
the elements of the necessary ccordination should be defined and that it
should then be made the responsibility of a unit of the heaaquarters staff.
If this unit is not within the Office of the General Manager, it should

presumably be within the Division of Organization and Personnel.

We have now alluded to basic problems in the GM Bulletin system
which call for decision at the General Manager level. The nature of some
of the less fundamental problems will be implied in the following list-
ing of the duties and questions with which we believe the coordinating
headquarters unit would be concerned:

#The mandatory nature of apparent requirements of GM Bulletins is further
thrown into doubt when exceptions are allowed by Washington headquarters
in the cases of particular contractors. Thus, by action of Washington
headquarters, DuPent was recently, and at its own insistance, partially
exempted from requirements of GM-S5&5-39 concerning recording of certain
cost information in cases when bids are not obtained by formal advertis-
ing. The arguments offered by the DuPont Company in requesting exempt-
ion were arguments which could just as validly be made by numerous con-
tractors throughout the program.
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(a) Issuances should be reviewed for clarity. This is especially
important in connection with assignments of responsibility and
modifications of existing delegations. It is similarly important
in assuring clear distinction between what is required and what

is offered as mere guidance.

(b) Non-conformance of issuances with basic principles of good
management or special management policies of AEC should be ques-
tioned and if not corrected brought to the attention of the Gen-
eral Manager. The question of placing a time limit on any proposed
restriction of the authority of field offices should be raised.*

(c) Keeping GM Bulletins complete and current must be of constant
concern. Though GM Bulletins are now voluminous, they are not
complete by the standard set in the portion of GM-0&M-1 quoted
above.®* This situation may have been invited by the fact that
GM Bulletins are issued by the authority of the General Manager —-
that is, of the highest AEC staff echelon. The Managers in the
field are separated from this echelon by one or two additional
echelons in Washington, and are grouped in four separate organi-
zations, each under a Washington program division. There is no
doubt that this has tended to limit GM Bulletins to matters of
interest throughout the field, and has encouraged issuance of
directives in less formal form by division directors when only their
own field offices have been involved. (It has long been agreed
that only one bulletin system ~- "GM" —- will be maintained in
Washington headquarters.) Issuance programs should be obtained
from all Washington divisions and offices, outlining, with target
dates, their future plans for new bulletins and for revising
existing bulletins. These programs should be evaluated and
followed up. The minutes of the Commission should be reviewed
periodically (if no other solution to the problem is devised)

to insure that policy statements appearing in them are properly
reflected in bulletins.

(d) Procedures for expediting "clearance" of new issuances should
be improved and enforced.

(e) Continuing study should be given the problem of simplifying
the use of bulletins, through better editing, for example, com-
bining of Bulletins in manuals, or devising more detailed subject
indices than now exist.

CQFO pge 68

The number of Bulletins issued in some of the various categories may
be indicative; only one bulletin has been issued in the category
"Classification', one in "Community Management', two in "Reactor De-
velopment", and none in "Military Application".
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(f) Procedures for checking on the promptness of implementing
action in the field, and for the responsiveness of that action to
GM bulletin requirements, should be devised and put into effect.

(g) One of the costliest operations involved in the issuance
system —-- that of the means of implementation of a GM bulletin in
the field -~ should receive overall study. As has been stated, we
do not think bulletins can be drafted in Washington which are
suitable in themselves as instructions to field staffs or con-
tractors. Neither do we think it is a good practice to forward
GM bulletins to contractors with a covering letter from the
Operations Offices requesting compliance and giving interpreta-
tion and further information.* The reissuance of virtually every
bulletin by each of 10 Operations Offices, however, represents a
major load on the field staffs. We have wondered whether there
would be merit in at least some cases in transmitting to the
Operations Offices with new GM bulletins, re-writes such as would
appear suitable for issuance by an Operations Office, with blanks
left where field office officials should be designated,; or other
local information given. The re-write would call attention to
points requiring interpretation. Its use would be entirely at
the discretion of the Manager of Operations and its sole purpose
to simplify reissuance and cut down the time spent in reissuing
bulletins throughout the field.

M

This practice is now common in AEC.
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c. Bvaluation

Evaluation of performance against goals and standards is a basic re-
sponsibility of management. Aspects of evaluation in AEC are discussed
at several points in this report. 1In the first section, it was pointed
out that one way of stating the responsibility of contracting officers
is that they should assure themselves that the contractors understand
their objectives and are taking adequate steps to achieve them; this
requires evaluation not only of work done but of prospects for future
work. FEvaluation of contractor work also affects AEC staffing, since in
general field staffs may be reduced as performance of the contractors
is dependably shown to improve. Precise evaluation of contractor con-
tributions will be necessary if incentives are to be introduced into
contracts, so that cost reductions attributable to contractor management
efficiency can be distinguished from reductions due to greater volume or
process development. Further, reliable ways of measuring or evaluating
performance are essential to stimulation of competition between differ-
ent AEC contractors or different units within AEC or contractor organiza-
tions. Finally, the relationship of evaluation to discussions earlier
in this chapter on personnel performance review and development of
executive personnel is obvious.

Principal instruments of evaluation in AEC are inspections and re-
ports, on each of which brief comment appears below.

(1) Inspection

We have not found that a comprehensive view of inspection as a
technique by which headquarters evaluates performance in the field, is
taken in Washington headgquarters; rather, the many kinds of specialized
inspections seem ordinarily to be considered individually. This may
largely explain the great variety in current inspection practices. In
certain fields -~ notably property management, physical security, con-
struction, and source and fissionable materials accountability, ——
inspection is more or less systematically carried on by the interested
units of the Washington staff. In other fielde- inspection is more ran-
dom, and in still others —-- including several in the areas of personnel®
and management —- it can hardly be said to exist., Practices of follow-
ing up on results of inspection are similariy diverse.

Inspection may be overdone as well as slighted, and no implication
is intended that a wholesale increase of inspection activities should be
initiated. Recognizing, however, that most of the Washington divisions
and offices should be concerned in inspection of the field, one would

#*For comment on the value of inspection by headquarters units in evalua-
ting field staffing, see discussion of question four of the JCAE
letter, in Chapter Five of our report of April 13, 1953.
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hope that, through a survey of existing iuspection activities, perhaps
followed up with supplementation of the present meager policy statements
in inspection, provision might be made for insuring & reasonable con-
sistency and coverage among the many aspects of AEC!s inspection program.

There are of course valusble by-products of inspection. The in-—
spector can often assist a field officer becsuse he has knowledge of
the problems and experience of other field offices. Moreover, his in-
spection activities should ensble a headquarters specialist to perform
his functions in policy making with appreciation of the problems of
operating in the field.

Ameng the advantages of the recently initiated internal audit program
is that it may be expected to call attention to gaps in the inspecticn
programs of both Washington headquarters and field offices, especlally if
policies and standards of inspection can be more fully stated in official
issuances. While the internsl audit should be concerned consistently
with the conduct of appropriate inspections; however, it would be unde-
sirable to regard it over any extended pericd as a substitute for other
inspections, or as compensation for weaknesses in the general program of
inspection. In carrying out the interral auvdit program, suditors will
be examining many areas of administration in which inspections should be
made systematically by specialists of cther staff units. To avoid con-
fusien and duplicstion of effort, it will be importart that the responsi-
bilities of the two groups - the suditore and inspectors —— be delineated
clearly and in a manner which takes rezsonable account of the backgrounds
and experience ordinarily found in members of such groups.

() Reports

In connection with requirements for repcrting imposed by Washington
headquarters on the field, we wish to comment first on two related prob-
lems —— that of msintaining reporting reguirements st a minimum, and
that of improving the usefulness of the reports required. The Controller
nee advised us of hisz proposed review of all financial reporting require-
ments of Washingtor headquarters with & view to simplifying them, eliminating
ryerlapping requirements, end insuring that all requirements are justified.
This review seems very desgirable, but while it should result in improvements,
w2 believe that additionzl steps might be taken.

it zeems desirable, first that respensibility be fixed within the
Washington staff for contimuing review of exizting and propcsed report-—
ing requirements {perhaps the same unit responsible for reviewing GM
tuwiletins). The burden representad by present requirements is consider—
able. Throughout the field we were told that reporting requirements
accounted for a substantial proporiicn of AEC personnel man~hours; we
incidentally frequently found scepticism zs to the usefulness of many
reports. The Division of Organization and Personnel has periodically
prepered an "AEC Reports Directory%, but this has entailed compilation
rether than critical review of the requirements. 7To supplement the
gereering of individual requiremerts, continuing broad study should be
made of the ccllective requirements, tc seek means of simplification and

- L] -

4O0b30"

DOF ARCHIVES



|
t

?

if possible means by which the benefits of répofts required or proposed
can be weighed against their costs in terms of dollars and man-hours.

This continuing study might easily extend beyond cuestions of sim-
plification and justification to the second problem mentioned, of improv-
ing the usefulness of the reports required. Work on this problem too,
seems to stand to benefit from fixing responsibility at a central point.
The special reporting needs of the Commission and General Manager, which
we understand are now under review, should be included in the study,
for the demands on the time of these men are such that they cannot be
expected to review reports prepared to meet the more detailed require-
ments of the Washington divisions; the reports meost useful to them are
terse, frequent high-light reports, and graphic reports by which per-
formance can readily be measured against programs.

We wish to offer brief further comment on the need discussed above
for evaluation of contractor performance, At present, reports evaluating
the overall performance of contractors appear to be reguired only for
construction work:

"The Contract Board shall maintain the following records . . .

(e) As to performance, a record wnich will show the effect-
iveness with which the firm performed cost-plus-a-fixed-fee work,
in order that its qualifications may be evaluated . . . for any
further work at the Office of Operations or at other Offices of
Operations." (Section 4--2/ of the Contract Manual.)

We believe that formal evaluation could usefully be put on a regular }
basis with respect to all cost=type contractors and perhaps in a rela- ‘
tively limited way with respect to some lump sum contractors. Some in-
formation for the necessary reports on individual contractors could be
obtained from reports now being made, for in some management fields -~
safety, operating stores inventories, SF accountability -~- measures of
performance have been devised which permit comparisons and appraisal
of progress. Additional specific measures could be worked out as well,
but the evaluation should not be confined to areas in which precise
statistical data can be developed. Thus, an annual report might be
made by the contracting officer on the performance of each of his con-
tractors, where possible evaluating performance with respect to stated
standards and goals, and adding comment on those aspects of performance
not subject to statistical presentation. Such evaluation would be
valuable not only in documenting future contract actions, but also in

defining what is expected from contractors and in encouraging improve-
ment. :

. NEETIEE IS S,
E ‘,";.'1'\!\.;1':::'}_;.?

40 0 b 3 0b L -~



d. Delegations -

(1) Introduction

In the first section of this report we reached the conclusion that
AEC needs to state clearly and explicitly what the responsibilities of
the agency are in administering its contracts, and what is expected of
field managers. Clarification of policy on contract administration is
closely tied in with the AEC system of delegation of responsibility and
authority, since field managers derive their authority in contract ad-
ministration and their policy guidance from their superiors in the or-
ganization. We will lock in the present section at the AEC system of
delegations, to see whether responsibilities are clearly defined and
distinguished and whether the channels from the contractor to the Com-
mission are clear and adapted to the needs of the various programs.

In our review of AEC delegations we have kept in mind several
generally accepted principles of management. Three of these are stated
in the form of policy adopted by the Commission®® in the AEC Personnel
Policy:#*

(a) Assignment of responsibility will carry with it com-
mensurate delegation of authority.

(o) An employee will not be required to report directly to
more than one supervisor.

(¢) Instructions and directions relating to work assign-
ments will be communicated to him only threcugh, or with
the agreement of, the immediate supervisor. ("The desir-
ability for freedom and informelity in staff communice-
tions and working relationships at and between all

% Meeting 218, November 23, 1948.

#¥¢7t is not to be assumed that the Personnel Policy is intended to apply
only to the personnel problems of employees in the lower grades. The
Policy itself states that ™Application of the principles underlying

it) must be an integral part of the daily activities of supervisors at
all levels and of all other employees." The "Preface" authorized by
the Commission {(Meeting 496, Nov. 21, 1950), for the January, 1951,
edition of the Policy, states: 'de believe that (The Personnel Policy)
contains the principles which must be put into practice if our manage-
ment is to meet the test. We want these principles to be applied with
increasing skill by all of us in the AEC at all levels of management
throughout the critical days ahead."
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organizational levels is emphasized; always recognizing,
however, the single line of authority necessary in tak-
ing official action.™)

Two other traditional management principles have seemed to us perti-
nent to the present discussion:

(a) A delegation should include clear-cut definitions of the
responsibilities and authorities of the official con-
cerned, as well as of his relationship to other officials
with whom he ordinarily works.

(b) Clear and easily understood lines of authority should run
from the top to the bottom of an organization.

(2) The Basic Pattern of Delegation in AEC

It is proposed to discuss here the basic pattern of delegation in
AEC as officially stated and as modified in actual operations. It is
important to understand the basic pattern, among other reasons, because
it is widely regarded outside the agency, and sometimes within it, as
indicating definitely how delegation is effected by AFC.

The Commission has stated that it gets job done "through a care-
fully decentralized management chain™, and that "operations have been
assigned, along with commensurate authority and responsibility, to field
managers and through them to contractors'".,* We propose to consider first
the general basis in official directives and records for delegation
from the Commission down the chain to the field office level.

(a) Commission and General Manager

No particularly informative document explaining the functions of
the Commission has come to our attention. A public statement on the
subject appearing in the Commission's Twelfth Semi annual Report’=¢ asserts
that "the Commissioners confer and act as a body on important matters of
policy, programs and administration," and continues:

"The Commissioners establish policies and programs pursuant to
the provisions of the Atomic Energy Act; direct the adminis-
tration end executive functions of the Commission to be dis-
charged by the General Manager, appoint the principal offi-
cers of the Commission's organization, and take such other

* ARG 255/5
**Major Activities in the Atomic Energy Program, January-June, 1951,
United States Atomic Energy Commission, July 1951
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action as may be required to effectuate the purposes and
policies of the Atomic Energy Act.M

The function of the General Manager is described thus in the Twelfth
Semiannual Report:

"The General Manager is responsible to the Commission for formu-
lation of policies and programs by the Commission's divisions."

The current "Statement of authority of the General Manager® signed
by the Chairman on October 30, 1950, reads in part as follows:

"The General Manager of the Atomic Energy Commission is
authorized and directed to discharge the executive and
administrative functions of the Commission. The General
Manager may discharge those functions through such offi-
cers, employees, and agencies of the Commission as he may
designate, and may exercise the statutory authorities of
the Commission in the discharge of those functions.

"Any authority herein delegated may, within the discretion
of the General Manager, be redelegated with or without
authority to make successive delegations, and under such

terms, conditions and limitations as he may deem appro=-
priate,*

It is not possible to discern clearly, either from such broad state-
ments as quoted above, or from other official statements on AEC adminis-
tration, specifically how responsibilities are divided between the Com-
mission and the chief member of its staff. In response to our inquiry as
to this division, the Secretary to the Commission replied that the
Commission desires "to consider those issues which have important or
long range implications for the future of the atomic energy program,
rather than to consider specific categories of problems'" and that "there-
fore, the type of information desired by the Commission and the issues
upon which the Commissioners desire to take action is necessarily
always in transition." The actual authority held by the General Manager
in practice, as distinct from that in the formal "Statement of Authority",
has thus not been expressed in summary form, and the line between matters
within the authority of the General Manager and those requiring action
by the Commission is indistinct and changing.

We have examined several specific delineations of the General
Manager's authority contained in the Commission's minutes, on such matters

as land condemnation and establishment of positions higher than G5-15,
but these do not seem to be of general significance.

#*This "Statement of Authority" is substantially identical to that
issued to the Commissionts first General Manager.

...["5 o
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(b) Office of the General Manager.

Within the Office of the General Manager, the Deputy General Manager
"is authorized to take action for the General Manager on all matters
falling within the authority of the General Manager™.*

The Assistant General Manager for Manufacturing is authorized to
take action on behalf of the General Manager on (among other things):

"All programs-concerning:

a. The Division of Raw Materials,; including exploration and
procurement of raw materials . . .

b. The Division of Production, including the production of
fissionable and special materials . . .

¢. The Division of Construction and Supply, including the
design and construction of plant facilities ., . .Mt

The Assistant General Manager for Manufacturing is also given dele-
gable contract authority without specific financial limitations and he
is authorized, in the absence of the General Manager and Deputy General
Manager, to take action for the General Manager on all matters falling
within the authority of the General Manager.

(c) Delegation to Washington Divisions

By means of GM bulletins, "primary functions" have been assigned to
the six Washington "program" divisions. The most important of these
functions are:

Division of Research: Research relating to atomic energy in the
field of the physical sciences.

Divisjon of Riology and Medicine: Research relating to atomic
energy in the fields of biology and medicine.

Division of Raw Materials: Exploration, mining, acquisition, and

* GM-Qudi-2
*=*tThis item.(g) of the delegation is confusing in that:

1. One might infer from tt that the Division of Construction & Supply
has "line authority" over the design and construction of plant
facilities, which is not the case, and

2. 1t might appear (as is not the case) to endow the Assistant General
Manager for Manufacturing with line authority over design and con-
struction of plant facilities undertaken by divisions which do not
report to him -- e.g., Division of Reactor Development, Division of
Military Application.

- 46 -
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production of raw source materials and uranium concentrates, and
the procurement of certain special materials.

Division of Reactor Development: Development of reactors, in-
cluding the equipment and processes which will make possible
their effective and safe use.

Division of Production: Processing of raw materials to feed
materials; production of fissionable materials; procurement and
processing or production of special materials, special equipment,
and materials critical to AEC operations.

Division of Military Application: Research, development, pro-
duction, and testing in the field of atomic weapons.

The responsibility of the Director of each of the above divisions
includes, with respect to his assigned functions, coordination, review
and defense of budgets, and "the general supervision of expenditures
made under the approved budgets and programs'f.:*

The Divisions of Raw Materials, Reactor Development, Production,
and Military Application are, in addition, given certain (delegable)
authority to make and administer contracts, (no specific monetary
limitation is imposed on their contract authority) and are charged with
supervision of the "direct™ AEC field activities under them.

The other Washington divisions (Construction and Supply; Finance;
Organization and Personnel; Information Services; Security; and General

Counsel) are, in general, delegated "staff" functions without direct
responsibility for the performance of contractors or field offices.

#*The word "general" is omitted in the case of the Division of Reactor
Development (GM-0&M-5)
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The general pattern of delegation within Washington headquarters is
thus as follows:

Commission

General Manager

Director of Intelligence

Office of Classification

Division of Finance

Division of Information
Services

Office of General Counsel

lﬁOffice of Special Projects

Operations Analysis Staff

Secretary to the Commission

Division of Organization
and Personnel

Division of Security

Assistant General
Mgr. for Manufactur-

ng
]
! ] |
Div. of {|Div. of}|Div. of of of Div. of Div. of
Research}| BiologyjlReactor Military Production| |Raw Mat'ls|| Construct.
& Med. [iDevelop. Application & Supply

to one of four Washington program divisions.

(d) Delegations to Managers of Operations

Fach Manager of Operations receives his delegation from and reports

Thus, with respect to the

functions for which Managers of Operations are responsible to their im-
mediate superiors, standard patterns of the management chain have evolved

such as the following.

4L00b312
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operations, though as will appear, they are substantially modified in
practice:

1 - 2
_ Commission _ Commission
I |
General Manager General Manager
| T
Assistant General Manager Director of Military
for Manufacturing Application or Reactor
Development
Director of Production Manager of Operations
or Raw Materials
Manager of Operations Contractor
|
Contractor

(3) Patterns of Delegations in Practice

We turn now to consideration of respects in which AEC!'s relatively
simple basic delegation patterns have become complicated and sometimes
confused in practice. Examples are given below of official directives
or delegations which have the effect of complicating the basic patterns.

(a) Multiple Responsibilities of Managers of Operations

The delegation of each Manager of Operations appears to give him
broad responsibility and authority for administering programs of primary
interest to the Washington Division to which he reports. FEach delega-
tion also provides a basis®* on which the Manager may be assigned
responsibility for administering contracts, or providing management for
execution of programs, for which primary responsibility in the Washing-
ton staff rests with divisions other than that to which the Manager re-
ports. FEach Manager is given responsibility "for assisting the responsi-
ble program divisions in the preparation of budgets and the superv151on

.

of expenditures made under approved programs™.,#¥%

#In most cases this is specifically spelled out in the delegations; in a
few the assignment would probably be based on statements that "special
functions™ or M"administration of other programs or contracts" may be
assigned.

#%The omission of this wording from the delegation to the Grand Junction
Operations Office (GM-0&M-20) is probably of academic interest only.
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As will appear, few Operations Offices do not actually (in at least
some senses) administer major programs for several Washington divisions.
Such programs may ccmprise all of the work done under specific con-
tracts, or a part of the work done under a large contract. This
situation, of course, complicates the pattern of delegation, so that it
would appear possible to trace the responsibility for work done under

the Carbide and Carbon contract (for example) from the Commission to the
contractor, thus:

Commission

General Manager

I

Asst. Gen. Mgr.
for Manufactur.

Div. of

Div. of Reactor||{ Div. of Mil.|{ Div. of Div. of

Production Development Application || Research} |Biol. & Med.
I ! |
Oak Ridge
Operations
Office J

I

Carbide & Carbon

The role of the Washington divisions in the line of responsibility
as it runs downward from the General Manager has been discussed in Para-
graph (2)(c) above. The relationship between each Manager and Washing-
ton program divisions other than the one to which he reports (referred
to hereafter as the "parent division™) is illuminated by the following
sentences, which appear in the basic delegations of all Managers:

"Problems or questions involving the jurisdiction of Wash-
ington program directors other than the Director of (the
parent division) which cannot be resolved by direct ne-
gotiation between the Manager and the Director concerned,
shall be referred to the Director (of the parent division).
Direct communication with all Divisions in Washington on

matters pertaining to the assigned functions of such Divi-
sions is authorized and encouraged.'*

#*In the case of the Grand Junction @perations Office (GM-0&M-20) the first
sentence refers to "MJashington Division Directors" rather than to "Wash-
ington program directors™.
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Thus, while the parent division becomes involved in serious dis-
agreements between a Manager and another Washington program division, and
while in practice budget communications between program divisions and
Managers are usually coordinated with and made through the parent division,
it is to be noted that channels around the parent division are pro-
vided, and extensively used, through which program direction and informa-
tion alike may be communicated directly to a Manager by Washington
program divisions other than his parent division.

(b) 1Instances of Divided Responsibility for Administration of
Contracts

Several points need to be raised to indicate that even the chart
shown above is an oversimplification.

One of these points concerns the meaning of the word "administer™,
a problem referred to in Section 1(e) of this report.

While Operations Offices are required by portions of GM Bulletins
to Madminister' operating contracts, official directives, some of which
are noted below, appear to make what we consider basic elements of con-
tract administration the responsibility of Washington divisions:

1l The delegations to the Divisions of Biology and Medicine and of
Research provide that the Director (in each case) M"and his staff
are expected to work directly with the professional and scientific
personnel employed by the AEC or its contractors, with the under-
standing that establishment of or changes in policy or programs

are made through the Managers of Operations concerned,™

2 With respect to their assigned functions, the Washington
program division directors are, it will be recalled, "responsible
for the coordination and review of budgets, and the general super-
vision® of expenditures made under approved budgets and programs'".

3  As has been mentioned, the delegations to the Managers of
Operations do not spec1f1cally assign them responsibility for
actual supervision, but speak of responsibility "for assisting
the responsible program division directors in the preparation
of budgets and in¥* the supervision of expenditures made under
approved programs',©t

The word M"general" is omitted in the case of the Division of Re-
actor Development (GM-O&M-5).

The word '"in™ has been inserted here, apparently to remove ambiguity,
only in the casz of the recent delegation to the San Francisco Opera-
tions Office (GM—O&MABA); the meaning seems clear in all cases, how-
ever.

+*This wording, as has been noted, is not included in the delegation

to the Grand Junction Operations Office (GM-0&M-20)
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4 Additional issuances can readily be cited which indicate that
supervision of the work of the contractor is the responsibility not
of the Operations Office but of the Washington staff. Carbide, for
example, has undertaken an Aircraft Nuclear Propulsion project at
ORNL. Within the Division of Reactor Development in Washington is
an "Aircraft Heactors Branch" which "plans and supervises the
technical aspects™t of the ORNL-ANP project, and provides "staff
direction of technical activities in laboratories and other con-
tractor organizations to assure that program objectives are
achieved effectively, on schedule, and economically'.*

One fundamental question raised by these directives and delega-
tions has actually been discussed in Section 1 of this report. 1In the
context of the present discussion it might be phrased thus, with parti-
cular reference to the chart above, showing lines of responsibility be-
tween the Commission and Carbide and Carbon: With respect to important
elements of contract administration, is the Oak Ridge Cperations Office
intended to serve merely as a conduit for directives, while the sig-
nificant liaison is carried out via the direct informal lines of com-
munication connecting Carbide with the Washington divisions?

(¢) Layering of Responsibility Within Operations Offices

The lines of authority connecting the contractor and AEC are com~
monly complicated within the Operations Offices in several respects. .

As has been mentioned, a contract coordinator or Area Manager is
concerned with most of the AECYs contracts within the Operations Office
organizations, and is usually placed in the line of authority between
the Manager and the contractor. His authority is considerably more
limited than that of the Manager, however, and a line is also maintained
running directly from the Manager to the contractor.

Cases are also found in which the contractor may receive directives
from memoers of the Managers'! staff who, though not in line of authority,
are permitted to act for the Manager in directing certain aspects of
the contractor's program.#

*Memorandum dated Feb. 19, 1953, from the Director of Reactor Development
to his staff, subject: ™"Reorganization of the Division of Reactor De-
velopment ',

#%We have noted instances in which use in official documents of loose
terminology concerning responsibility appears to invite confusion. In the
current organization chart of the Fernald Area, for example, the (AFC)
Metallurgical Section is described as having "responsibility that final
product meets all specifications." In the current organization chart of
the Savannah River Operations Office several branch chiefs are described
as "responsible for production operations'™ in various of the plants. De-
spite these descriptions of their dutles, we understand that none of the
AEC employees involved are in the line of authority. Other examples ap-
pear in the memorandum of February 19, 1953, from the Director of Re-
actor Development cited above.
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In addition, there are cases —- for the most part, we believe, in-

volving work at the National Reactor Testing Station -- in which re-
sponsibility for the work under one contract is split between two

Operations Offices; for example, though the Westinghouse contract is
under COO, 100 is responsible for certain aspects of the safety pro-
gram at Westinghouse!s STR project.

There follow charts showing formal channels of communication

connecting AEC with several contractors:

1 Dow Chemical Company, Rocky Flats

Santa Fe
Operations Office
(Note 1)
SFOO
Office
of
Production
Coordination Los Alamos
(Note 2) Field Office
|
AEC
Rocky Flats Los Alamos
Field Office Scientific
(Note 4) Laboratory
[ (Note 3)
1 T
Dow :
Chemical R
Note 1: Manager, SFOO, is contracting officer.
certain staff functions (e.g., fiscal, legal) by
SFOO staff.
Note 2:

Liaison on

Office of Production Coordination, SFO0O, is responsible

for production scheduling; communicates directly with

Dow.
Note 3:

Note 4:

Chemical Company."

400b318
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2 University of California Radiation Laboratory

'l Commission

(Noge 1)
General Manager
1
Div. of Reactor Div. of Mil. Div. of Biology| |Div. of
Development Application and Medicine Researchi~,
(Note 2) (Note 2) (Note 2) (Note 2)
i [ !
______ N y — .
San Francisco N / / Dir. of Re- 1
Operations Officel _ >N _ _ _ _ _ _ [ — — L _ search as |
(Note 4) \\\ / / "Laboratory l
W\ /7 Coordinator®
I N /s | (Wote 3) |
Contract A / 7 —— e —
Coordinator W\ / -
(Note 5) \ !’ -
W/ -
e~
University of California
Radiation Laboratory
Note This contractor has repeatedly received direction from

Note

Note

Note

Note

4006318

meetings with the Commission and General Manager; con-
firming documents ordinarily go through channels.

(General) supervision of expenditures.
Defends laboratory budget (See Para. (3)(h) below).

"Administers" the contract; Manager 1s contracting
officer.

"Acts as representative of the Commission in the ad-
ministration™ of the contract.

- 54 -

R v e
D ARG © 3



3  Westinghouse -- Submarine Thermal Reactor, National Reactor
Testing Station

Division of Reactor Development
Naval Reactors Branch

(Note 1)
]
i | )
Chicago Operations Idaho Operations
Office | Office
(Note 2) | (Note 3)
1
l i
e —]
| !
Pittsburgh Area | i
Office i
(Note 1) I |
| ' ' 3

Field Operations |

Branch (at NRTS)
(Note 5) |

| |

] |

Westinghousé]

Note 1: "Staff direction of technical activities ... to assure that
program objectives are achieved effectively, on schedule,
and economically.™ "Supervision of expenditures."

Note 2: MAdministers" contract. Manager, C00, is contracting officer.
Liaison on certain staff functions (e.g., legal, personnel)
by COO staff. '

Note 3: TI00 respcnsible for communications, transportation, weather
observations, safety and fire protection program, security
except within buildings.

Note 4: Area Manager acts as "representative of the Commission in per-
formance of the functions assigned ... particularly, activities
of the Westinghouse Electric Corporation.™

Note 5: M"Supervises construction, installation and operation of the

Mark I reactor and its test facilities."™ A branch of the
Pittsburgh Area Office.
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4  Associated Universities, Inc.

Division of | | Division of Division of Div. of Biology
Production Research Reactor Dev. & Medicine - - - —
(Note 1) (Note 1) (Note 1) )
'
I ]
AN \ 1 e
AN \ I Director of
j AN \ I Biology & Med. as
e N - T “"Brookhaven Lab-
I N \ a,oratory Coordinator™
u AN \ | & (Note 2)
! \ \ ' o 7
| \ \ ' /
New York N i /
. N\ \ /
Operations
Office N\ \ | /
(Note 3) \ \ | /
L AN /
1 AN S .
Brookhaven Area NN Y,
Office (Note L) N \ |
] | A4
Associated Universities,
Inc.

Note 1:
Note 2:

Note 3:

Note 4:

4006321

(General) supervision of expenditures.
Defends laboratory budget (See Para. 3(h) below).

Manager, NYOO, is contracting officer, with "special function"
of administration of the contract for a research and develop-
ment program at the Brookhaven National Laboratory in accord-

ance with policies and programs established by the responsible
program divisions™.

"Administers the contract . . . at Brookhaven National Labora-
tory."
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(d) Actions Requiring Advance Approval of Other Offices

Monetary limits are set on the contracting authority of all Managers
of Operations and subordinate contracting offices, and "new and unusual
types of transactions" in all cases require prior consideration by
higher authority up to the level of General Manager or in some cases,
Assistant General Manager for Manufacturing.

Also, as has been noted, delegations of authority to Washington
division directors and to Managers of Operations provide that when, in
the judgment of any of these officials, existing AEC policies are in-
adequate to the purpose at hand, he will make recommendations as appro-
priate to the official in line authority above him. In addition, formal
AEC issuances or procedures in a number of cases specifically require
that actions within the apparent delegated authority of AEC officials

receive prior approval of higher authority. Examples of these cases are
shown belows:

1 Specific Restrictions on the General Manager

As has been mentioned above, the Commission has specifically
limited the authority of the General Manager in some cases. As a recent
example, the Commission has formally noted that "selection of sub-
contractors for major projects in connection with AEC installations
will be reviewed by the Commission'.’*

2 Specific Restrictions on Managers of Operations

a Preliminary Proposals —- Under certain conditions, "Pre-
liminary Proposals" estimated to cost more than $50,000 must be sub-
mitted by the Manager of Operations to "the appropriate Operating
Division Director" in Washington for review and approval by the latter;
prior to initiation of the project. (GM-0&M-26)=*

b Insurance -- "When the terms of a cost-type contract re-
ouire AEC approval of insurance policies procured by the contractor,
the approval of the Division of Finance, Washington, D. C., must be
obtained." (GM-INS-3)¢

"Binders for fidelity coverage may be secured by contractors
prior to AEC approval of the final form of the fidelity bond. Before
approval by the contracting officer is given, a copy of the bond will
be given an advisory review by the Insurance Section, Division of
Finance, Washington, D. C." (GM-INS-2)

*Memorandum dated December 12, 1952, to the Director of Production from
the Secretary to the Commission.

#*These restrictions appear to apply to contracting officers at all
levels,
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3  Appointments of Staff Officers

"The Controller is authorized ... to approve the selection of the
principal accounting officer at each operations office and reguest his

removal if his technical performance is unsatisfactory to the Controller.®
(GM-0&M-9)

"The Director of Security . . . concurs with the Managers of
Operations concerned in the selection of a Director of Security for
each Operations Office..." (GM-O&M-11).

"The General Counsel . . . shall be responsible for the selection
and promotion of all Commission employees whose duties require pro-
fessional legal training. The selection and promotion of such person-
nel for the respective Operating Establishments shall be made by the
General Counsel with the concurrences of the Manager of Operations and
after consideration of any recommendation by him." (GM-0&M-8)

"Evaluation of jobs in grades GS5-13, 14 and 15 reporting directly
to the Manager of Operations, his deputies or assistants, shall be
approved by the Manager of Operations, provided: that prior to such
approval the evaluation has been reviewed by the Washington Division
Director who exercises staff supervision over the assigned function,
and concurred in by the Washington Division Director who exercises
line supervision. Requests for such review and concurrences shall
be submitted through channels to the Director of Organization and Per-
sonnel. When there is not agreement, the recommendations of the Manager
and the appropriate Washington officials shall be referred to the
Office of the General Manager through such Salary Administration Com-
mittee as may be appointed by the General Manager from among head-
quarters officials." (GM-PER-19).

4 Actions Affecting Contractors

GM-PER-2 authorizes the (Washington) Director of Organization and
Personnel to make final determination on certain contractual actions

specifically withdrawn from the authority of the Managers of Operations;
for example:

fw

Employee benefit plans

o

Establishment of positions and employment of contractor
personnel at salaries in excess of the rate of $15,000
per annum

o

Salary schedules for scientific personnel
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(e) Procedures Prescribed for Utiligation of Specific Members
of their Staffs by Managers

The following quotation from GM-PER-19 is illustrative of cases in
which General Manager'!s bulletins specify the function of staff offi-
cials in Operations Offices in processing actions which lie within the
authority of the Manager.

"Operating officials who are delegated authority by Directors of
Offices and Divisions, Washington Headquarters, or by Managers of
Operations to approve personnel actions for their organizations
shall approve job descriptions and analyses for jobs under their
jurisdiction, and shall approve evaluations for such jobs (with
certain specified exceptions), subject to concurrence by the Chief
of the appropriate Organization and Personnel Division or his
authorized personnel official. When questions as to evaluations
cannot be reconciled between operating and personnel officials,
the recommendations of the operating official and personnel
official shall be referred preferably through a salary adminis-
tration committee to the Manager of Operations, and in Washing-
ton to the Office of the General Manager, for final determination.™*

(f) Staff Officers or Units Responsible to Echelons Higher than
Those to Which Assigned

As has been intimated, the legal staff available to advise Managers
of Operations reports directly to the General Counsel in Washington. The
formal basis for this arrangement is stated in GM-0&M-8:

"The Office of the General Counsel shall direct and be responsible
for all matters of law and legal policy concerning the Commission,
including all such matters which arise in connection with the
functions administered by the Operating Establishments. An Assist-
ant General Counsel, attached for administrative purposes to appro-
priate Operating Establishments, shall act for the Office of the
General Counsel as advisor to the respective Managers of Opera-
tions."

Until recently GM-AUD-1 prescribed that "the Finance Director of
each office is functionally responsible to the Controller for ad-
ministering the auditing prescribed by this Bulletin, including that
performed by the staffs of area and other subordinate offices™.
GM-AUD-1 (December 1, 1952) does not include this statement, but if
anything appears to strengthen the Controller's direction of field
audit operations. It states: "Instructions to implement the foregoing

*In some cases this particular ruling would appear to preclude an
operating official from taking an action which had not previously
been approved by one of his subordinates.
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(AEC audit) policies shall be issued by the Office of the Controller,
which also has responsibility for providing such administrative dir-
ection and review of the audit activity by operations offices as is
necessary to the consistent AEC-wide conduct of audits in accordance
with the policy here stated and the subordinate policies and practices
to be issued by that office."

The Director of Biology and Medicine has advised us that while
"in the final analysis the Director of the (New York) Health and
Safety Division, and his staff, are employees of the New York Opera-
tions Office", nevertheless the Health and Safety Division is "for all
practical purposes an integral part of the (Washington) Division of
Biology and Medicine,"™ by which it is fully financed.

(g) Limitations of Scope of Authority

As is well known, a few personnel security clearance operations
are centrally handled by the Division of Security in Washington for
the entire AEC.

It also seems appropriate to mention under this heading that
despite the delegated prime function of the Division of Research (re-
search relating to atomic energy in the field of physical sciences), a
sizeable amount of basic research is conducted at Los Alamos Labora-
tory (under a ""weapons" budget classification), over which the Division
of Research exercises no supervision.

Since there is a natural tendency to identify the lines of super-
vision with those of authority and responsibility, confusion may well
result from supervisory assignments made without regard to established
lines of authority, such as the following function of the Division of
Biology and Medicine (GM-0&M-13):

"Supervising measures in the operations of the atomic energy
program to guard the health of employees of the AEC and its
contractors and of the publich.*

#This delegation should be compared with the following from GM-SFP-1:
"The Division of Bioclogy and Medicine will provide staff supervision

for and assistance to industrial and public health programs (including
radiation protection). It is primarily responsible for leadership and
assistance in developing health programs and standards for ascertain-

ing the effects of toxic materials on the living organism, and for
determining the prevention and treatment of such effects."” The confusion
of responsibility inherent in these and related delegations (the diff-
erence between "supervision" and "staff supervision" involves degrees

of responsibility) may, we suggest, be related to a conclusion of a
recent survey that there has been a lack of coordination of "protective
functions® in Washington headquarters. This finding is discussed further
on page 82,
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(h) Defense of Laboratory Budgets

By a memorandum dated October 5, 1949, the General Manager announced

that he was assigning responsibility for defense of laboratory budgets
as follows:

Director of Research: Berkeley, Ames and Oak Ridge National
Laboratory

Director of Reactor Development: Argonne and Knolls

Director of Biology and Medicine: Brookhaven

In so doing, the General Manager stated "it should be clear that
defense of the technical programs will remain the responsibility of the
Division Director with the appropriate technical interest."

This arrangement is still in effect, though in current practice
there is considerable difference in the manner in which the three Division
Directors exercise the responsibility.

Actually additional general responsibilities have in the past been
assigned to the above three Division Directors with respect to the
laboratories whose budgets they defend. For a time they met periodically
with the General Manager, functioning as a group of "Laboratory Coordi-
nators", and while these regular meetings have been long discontinued,
the Director of Biology and Medicine still alludes to his responsibility
as "coordinator of the Brookhaven National Laboratory™.*

It should be noted that the responsibilities assigned by the
General Manager!s memorandum of October 5, 1949, are not alluded to in

the formal delegation of authority to the Division Directors concerned
or in other GM Bulletins.

(4) Discussion

(2) In the discussion above we have tried by use of illus-
trative examples to give an impression of how AEC!s basic patterns of
delegation are complicated in present practice. It should not be
assumed that we consider all of the cases cited to involve undesirable
procedures; the complexities of the program may always require some
exceptional practices of delegation. At the same time, it should be
emphasized that maintenance of a clear and sensible general scheme of
delegation in AEC relates directly and essentially te efficient conduct
of the program.

It will be recalled that at the outset of this section we stated
the following generally accepted principles of good management which are

*3ee also AEC 324 for discussion of the coordinating functions of the
Division of Research in connection with the program of ORNL.
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germane to problems of delegation:

1l A delegation should include clear-cut definitions of the
responsibilities and authorities of the official con-
cerned as well as of his relationship to other officials
with whom he ordinarily works.

2 Clear and easily understood lines of authority should run
from the top to the bottom of an organization. ’

3 Assignment of responsibility will carry with it commensurate
obligation of authority.

4 An employee will not be required to report to more than one

supervisor; instructions and directions relating to work
assignments will be communicated to him only through, or
with the agreement of, the immediate supervisor.

It does not seem immoderate to say that some widely prevalent and
basic departures from these principles are indicated in the discussion
above, We must comment also with respect to AEC's basic delegations
(and with reference to earlier discussions in this report) first, that
they do not resolve the prevalent variations in conceptions of the
agency'!s responsibilities in contract administration, and second, that
they seem almost to invite the inconsistencies we have noted in the
roles of Washington divisions and field offices in contract adminis-
tration. These considerations suggest to us that following policy
clarification as to the agency?s responsibilities for contract adminis-
tration, AEC's system of delegation should be reexamined and over-
hauled, This is a job to which the best management judgment available
to AEC should be applied. When it has been accomplished there will of
course remain the similarly important task of keeping the system in
repair. The discussion following is of some of the problems which we
feel would particularly deserve attention in such a re-examination as
we propose. Our hope is to suggest schemes and principles of delega-
tion which would promote effective, coordinated functioning of all
components of the staff. This concern carries over into the closely
related discussion of organization in the succeeding section.

(b) sSplit lines of authority

Perhaps the most striking feature of AEC's delegation pattern in
the characteristic splitting of the lines of authority joining the
Commission to its contractors.* From the standpoint of good management
practice, this is a feature which should certainly be regarded with
suspicion. It clearly does not facilitate maintenance of clear and

*A sense of the size of the programs affected by this arrangement may be

derived from Figure A .
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easily understood lines of authority; and in more than an academic sense,
it appears to establish several supervisors over individual Managers of
Operations. It is this feature, incidentally, which largely brings
about the obvious disparity between AEC!s organizational pattern and
such patterns of delegation as are illustrated in this section.

Significant improvements could, no doubt, be made without alter-
ing the present general scheme of delegations. Clarification of the
agency's responsibilities in contract administration should, for ex-
ample, facilitate clarification of the respective responsibilities of
the officials concerned in contract administration. If satisfactory
policies can be drawn up to express the particular responsibilities of
contracting officers, and if they can be generally applied, the clari-
fication could for the most part be attained through revision of the
basic delegations. 1If, however, elements of contract administration
are to be made the primary responsibility of Washington headquarters
in numerous cases, the clarification would probably have to come through
a number of working agreements between Washington and the field, setting
forth the division of responsibilities for administering individual con-
tracts or projects. Our view, as expressed earlier in this report, is
that the simplest and most easily administered arrangement is that
whereby the responsibility of the contracting officer extends across
the entire field of contract administration.

Even given such clarification, the problem would remain of in-
dividual Managers of Operations holding responsibilities to several
Washington divisions. We are little impressed by the argument some-
times made, that the Commission?s policy discouraging situations in
which an employee reports to more than one supervisor, while sound
in general, need not be applied to higher level employees such as
Managers. It seems to us, rather, that in the case of a Manager the
problem is of such scope as to deserve particularly careful thought. A
possibility of obwvious interest in this connection is instituting a re-
quirement that all formal communications concerning program direction
passing between Washington and the field, be routed through the parent
divisicns. Thus, for such a pattern of delegation as this:

rm' "_] e T T T
ﬁ Parent E Division : Division ‘ i Division
| Division| [ A | 4 B} .. c |
, T | ]
Manager |
of !
Operation?J
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there would be substituted the following:

] m ] i 1
Parent Division Division Division
Division A B C
Manager

of
Operations

It seems to us, however, that this modification would not correct the
real weakness of the situation. The parent division, in the first place,
has a primary interest in, and essentially a full-time occupation with,
its own program; its insertion in the line of authority between the
other Washington divisions and a Manager in the field would be a con~-
cession to formality rather than a move which could logically be ex-
pected to result in substantive strengthening of the programs. Under
either scheme shown, the Manager is concerned in projects of primary
interest to several Washington divisions, which it would seem should

be evaluated and stressed by him with the same impartiality the

General Manager or the Commission would feel. The requisite objectivity
is not fostered, however, by a situation in which the Manager reports

to, owes principal loyalty to, and is promoted by, the Director of one
of the several divisions for which he does work -- an official whose
responsibilities and interests in a very practical sense, cover only
part of the span of the Manager'!s own responsibilities and interests,
Because we believe that this consideration, which is at the heart of the
objection to the practice of splitting lines of authority at the Wash-
ington level, is of fundamental importance, we will consider further, in
the final section of this chapter, means by which Managers of Operations
might be enabled to report to an individual in headquarters whose breadth
of responsibility would match the Managers' own. The lines of authority,
if this purpose were to be realized, would presumably pass around the
program divisions, leaving them to function in staff capacity.

(¢) Reduction of Echelons

In a sound organization, any echelon in the line of authority
justifies its existence in terms of positive contribution to the
program. We think it desirable to consider all reasonably possible
means of reducing the four or often five echelons which now separate
the Commission itself from the contractor. One possibility which will
be explored further is that of routing the lines of authority around
the program divisions. Other possibilities are suggested by the or-
ganization of the Operations Offices and are commented on below.

(d) Liaison with the Contractors

Without questioning the desirability of freedom of informal
- bl -
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communication between the AEC and contractor organizations, we wish to
emphasize the importance to a good relationship of simple and well
understood channels of formal communication. We believe that wherever
the responsibility of the contracting officer can be defined as extend--
ing across the entire field of contract administration, AEC®s relation-
ship with contractors will be greatly simplified and strengthened.

At present the protlem of communicating formally with the AEC must be
an exasperating one for many contractors. Authorities are diffused
throughout the agency and many problems of the contractor do not seem
to be problems of the AEC field offices. Channelling of communica-
tions through the field offices is accordingly in many cases a cuase of
useless delay which has no doubt often encouraged the contractors to
take their problems direct to Washington.

Within Operations Offices attention should be given to two problems.
One of these is eliminating wherever feasible the customary echelon in
the chain of authority between the Manager of Operations and the Con-
tractor. We are aware of the arguments in favor of this echelon and we
are convinced that in many cases, especially those involving small
contracts, or large projects at a distance from the Operations Office,
the additional echelon is necessary and useful, but when the Manager of
Operations is stationed at the site of the project, if a contract
coordinator cannot function effectively in a staff capacity, with a
single line of authority going directly from the Manager to the Con-
tractor, we feel that consideration is indicated of reducing the juris-
diction of the office to an extent which would make such an arrangement
feasible. (A related possibility, which will be discussed subsequently,
is that of designating certain Area Offices as Operations Offices.)
Our interest here, of course, has to do with the principle that un-
necessary echelons should be removed. In perhaps more obviously prac-
tical terms, however, we feel that in general a better relationship with
the contractor will exist when the individual to whom he looks for di-
rection is of the caliber and experience of a Manager rather than a
Junior (however competent) member of the staff of a GS-13 to GS-15
rating; the difference in authority held is also of significance.

The second problem deserving attention 1s a related one -~ that of
keeping to a minimum the number of individuals in the AEC Operations
Offices who are authorized to direct the contractor in any phase of his
work., It is sometimes felt that the right to direct a contractor carries
with it a prestige which is helpful to the staff member concerned in
his contacts with contractor personnel. Of this argument we are sus-
picious. The number of individusls who should direct the contractor
is ideally one, and additions to the list should be fully justified.

(e) Decentralization

"Decentralization”, dmplying a delegation of responsibility and
authority outwards in an organization, is a term too loosely used in
general, but which can hardly be avoided in a discussion of AEC!s
delegation practices. Since considerable earlier comment has actually

- 65 -

4006330 DOE ARCHIvE



concerned the limits to decentralization from AEC to its contractors,
the present discussion will be limited to decentralization within AEC,
and specifically from Washington headquarters to the field. It will
be seen that our most important point on the subject as thus confined
has also been developed earlier: that is, that the delegation of
responsibility to contracting officers which extends across the field

of contract administration, will in general promote efficient conduct
of the program.

The Commission itself has discussed decentralization in official
issuances, both as a basic management technique and as a measure of
civil defense. For example:

"We intend to continue to emphasize managerial decentralization.
May we call to ycur attention that the decentralization in
operations followed by the Commission is designed in part as a
concrete demonstration of how large and far-flung enterprises
can be organized for continuity in case an atomic attack should
disrupt the headquarters organization.,"*

"AEC gets its job done through a carefully decentralized manage-
ment chain. In general, operations have been assigned, along with
commensurate authority and responsibility, to field managers and
through them to contractors. Basic policy and program is de-
termined by Washington, in concert with the field people involved,
and necessary reviews of performance are made on a post-audit

basis. Certain programs involving security matters, problems inyolv-
Ing international relationships, and matters requiring judgments

of highly trained and scarce scientific minds, are exceptions to
this general practice."™#®¢

In its "Concluding Report" the Hoover Commission gave terse com-
ment on the problem of decentralization in the Government in general

which deserves being noted here and being considered in connection with
the AEC's operations:

"Our task force also found many instances where headquarters
officials in Washington still clung to the power to make decis-

ions_even in matters of minor importance. This, too, has
resulted in interminable delays 1n getting things done, has

stultified initiative in the field services, and has resulted

#Letter (released to the press) dated Dec. 28, 1948, from the Chair--
man, AEC, to the Chairman, Industrial Advisory Group.

#*This in partial response (August 6, 1951) to a Presidential request
that AEC programs and operations be reviewed "to insure that sufficient

authority has been delegated to permit effective operation at the
field level"™. (See AEC 255/5.)
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in decisions being made which have not taken due account of
variations in local conditions.

#* Lo *

"In substantive matters, too, we have recommended that a
greater measure of authority be delegated to the field serv-
ices of the operating departments. This will require that
the headquarters agencies concentrate their attention

more and more on developing policies which are unmistakeably
clear. They must also give more attention to establishing
standards of performance and to improving their systems of
reporting and inspection to insure that policies are carried
out .t

We do not regard decentralization as an end in itself. It is,
rather, one of the many problems encountered in trying to achieve good
management of a dispersed organization -~ finding a satisfactory balance
between centralization and decentralization, or with more specific
application to the AEC, striking a sound balance in the division of

authority between the Washington headquarters and the offices in the
field,

There are general tests involving certain of the issues brought
up by the Hoover Commission, which might be applied continuously to
the operation of the AEC's program to detect over-centralization:

1l Is headquarters so occupied with operating decisions (or
possibly with minute checking of the work of the field) that it is

unable to give adegquate attention to planning, promulgation of policy,
and inspecting?

2 Are Operations Offices delegated sufficient authority to
enable them to function effectively in administration of their con-
tracts? Does the necessity of checking with Washington impair their
effectiveness or impede their programs?

With respect to these general questions we feel misgivings, some
of which have been mentioned in earlier discussions of planning,
promulgation of policy and evaluation. The main issue raised in the
second question has figured already in our conclusion as to proper
responsibilities of contracting officers.

It should be clear that in our opinion a number of restrictions
on field authority are desirable, to insure that major policy and
operating decisions are referred to headgquarters; as well as problems
which because of their ramifications require coordination by

#Concluding Report, a report to the Congress by the Commission on
Organization of the Executive Branch of the Government, May 1949, pp.
37“‘3 9¢

- 67 -

4006332 L ATCHES



headquarters. A continuous sensitivity to the importance of decentrali-
zation is necessary in headquarters, however, because in a large or-
ganization (and AEC has not proved to be an exception) problems com-
monly arise, the solution to which is often erroneously thought to be
increased centralization. Thus, centralization may be resorted to
following a blunder in the field, and this is particularly likely if
high level criticism from outside the organization becomes involved,
when the real problem may be the inadequacy of policy provided to the
field, of reports required of the field; of inspection of the field by
headquarters, or perhaps the incompetence of the field official in-
volved. Encouragement of undue centralization may result from other
factors which deserve intelligent watching -- empire building, for
example, in headquarters staffs, and the apparently pyschological in-
ability, which seems to be innate in certain otherwise competent men,
to delegate authority.

It would seem desirable, therefore, that this more specific test
be applied to propcsed restrictions on field authority (and also, in
event of a review of AEC regulations affecting delegations to the field,
to such restrictions as discussed in Par.(3)(d) above): is there
positive advantage, due to the nature of the problem, rather than to
any weakness of the organization, in requiring that solution of the
problem be referred to headgquarters?

We recognize that cases will arise, as they have in the opera-
tions of AEC, in which it will be desirable or even urgently important
to require that problems be referred to headquarters because of a weak-
ness of the organization. These cases should call, however, for only a
temporary restriction, because corrective action should promptly be
applied to the weakness concerned -- whether it be issuance of better
policy guidance, improvement of inspection by headquarters, or replace-
ment of an incompetent field official. When such a case arises con-
sideration should therefore be given to setting a term to the restrict-
ive measure, and charging a headquarters unit with responsibility for
completing corrective action, so that authority to deal with similar
problems can be returned to the field.

(f) Management Review of Draft Delegations

We have spoken of the job which would remain, even after reexamina-
tion and revision of AEC's system of delegation, of maintaining the
system in good repair. An important part of this job could we think
be accomplished by such a system of review of issuances as is proposed
in Section 2b(4) of this chapter. The need for such a review seems

to be emphasized by a number of the illustrative cases we have used in
discussing delegations.
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e. Organization

The AEC delegation system which we have just discussed is an
aspect of the organization of the agency, and of the arrangement of
functions and inter-relations of the Washington and field units. In
considering how the programs of the agency can best be administered
and the authority and responsibility of field managers best be de-
fined, we have looked generally at the organizational framework within
which the program is conducted.

e N
(1) Present Organization g;ﬁbﬁq

3
AR
(a) Development of Present Organizational Pattern %’{'

In the original organizational pattern of the AEC, all
Washington division directors reported in a staff capacity to the Gen-
eral Manager. Field activities were placed under five principal field
offices (Oak Ridge, Hanford, Santa Fe, New York, and Chicago) which
were headed by Assistant General Managers, reporting directly to the
General Manager.®

In 1948 the organization underwent a realignment based in large
part on a breakdown of "the major segments of the Commission®s overall
job" into the following principal categoriess#¥

The production of fissionable and special materials

2 The research, development, production and test of weapons

3 The development of reactors, using this term in its
broadest sense to include chemical separation processes,
disposal of waste products, provision of adequate health
and safety measures, etc.

4L  The conduct of research in the field of physical sciences

5 The conduct of research in the fields of biology and medicine

It will be noted that the principal interest of each of five Wash-
ington "program" divisions existing in 1948 (among which we include the
Division of Reactor Development, created by the reorganization) coin-
cided with one of the above five categories, and further, that while
some of the five Operations Offices then existing administered programs
falling into more than one category, in each case the predominant in-
terest clearly fell within a single category. The reorganization placed

#* During a transition period following transfer of responsibility to
AEC from the Manhattan District, all major field offices except Santa Fe
reported to Washington through Oak Ridge.

¢ AEC 132, August 31, 1948,
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each Operations Office under the authority of EY Washington Diwvision,
according to the coincidence of their principal interests, as follows:

Category Washington Division Operations Office

Fissionable and special materials Production Oak Ridge
Hanford
New York

Weapons Military Application Santa Fe

Reactor Development Reactor Development Chicago

Research (physical sciences) Research -

Research (Biology & Medicine) Biology & Medicine -

Use of the criterion of the principal function or interest in de-
termining the relationship between Washington divisions and field
offices is the respect in which the organization has been described
as being "along functional lines" -~ a concept which will be considered
further. It should be noted that the 1948 reorganization did not
change the identity of the principal field offices. The same officials
continued in charge of each office, though they were known thenceforth
as "Managers of Operations"., The new elements introduced were the re-
arrangement of organizational lines in Washington and the revised
functions not only of the Divisions directly responsible for the
Operations Offices, but,; as discussed in the previous section, of the
Divisions of Research and Biology & Medicine as well.

The 1948 organization achieved some definite ends. It grouped
together major related production programs and installations throughout
the Commission, and placed on a few particularly able and vigorous
men in Washington and the field the responsibility for executing as
well as planning the work in these program areas of direct importance
to national security. Sufficient authority and a relatively free hand
were given with the responsibility. These practical arrangements proved
adaptable to the demands of the successive expansion programs since
1948 and to the remarkable growth of the program in the past five years.

This tremendous growth has in itself placed great strain on the
organization and on the individuals around whom it has been in good
part built. The rough functional lines of 1948 scheme have in the ex-
pansion become further complicated. Weapons, feed material, and U-235
production have remained under Santa Fe, New York, and Oak Ridge re-
spectively, but the number of subordinate offices has multiplied. 1In
plutonium production Savannah River is dividing the function with
Hanford; new reactor offices have developed at Idaho, Schenectady, and
San Francisco; and the Raw Materials Division has become independent
and acquired the Grand Junction Operations Office. The problems of
coordinating major programs and of obtaining consistent administration
of an increasing number of contracts have intensified. Let us look at
some aspects of these problems under the present organization.
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(b) Comment on Present Organization

We have prepared several tabulations (in a separate classi-

fied appendix) to assist in appraising the organization which has now
developed.

Figure A shows graphically operating costs for Fiscal Year 1952,
broken down first as to administering Operations Offices; and second as
to program categories, with portions indicated which were adminis-
tered by Operations Offices for other than the "parent" divisions.*

Dur interest in these breakdowns relates obviously teo discussion in
the previous section on '"Delegations", and to the question of the degree
of "functionalism" of the present erganization.

Figure B, also compiled from operating costs for Fiscal Year 1952,
shows the total size of the programs under the Operaticn Offices and
also the large subordinate offices., This figure is helpful in visual-
izing the substantial range in size of the programs placed under the
Operations Offices.

Figure C shows the officials reporting directly to the General
Manager (1) just prior to the 1948 reorganization, and (2) in Jan-
vary, 1953.

As a basis for some generalizations concerning the present
organization, we have arbitrarily assumed that those segments of the
program may be regarded as "functionally® administered which are
under Operations Offices reporting to the Washington divisions prin-
cipally concerned, in each case, or which are directly administered
from Washington. On this assumption, the following marked exceptions
to a functional organization scheme must be recognized:

1l Work in several program categories is often performed
at one location by a singie contractor, as in the case of Carbide,
General Electric (Hanford), and the University of California Radia-
tion Laboratory. In such cases, the entire contract is administered
by one AEC Manager.

2 No field office reports to either the Division of Research
or the Division of Biology and Medicine. Where contracts exist in-
volving work of primary interest to one of these divisions; (e.g.,
Brookhaven National Laboratory, Iowa State College, University of
Rochester), they are administered by an Operations Office convenient
to the contractor. All basic research contracts administered in the
field are assigned to Operations Offices.

*In our consideration of the size of various segments of the program,

we refer in this section for the most part to operating costs. Other

costs -- construction and plant and equipment, for example, are clear-
ly not irrelevant, but it has seemed possible to exclude them here in

the interest of simplicity.
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3 Special factors have influenced assignment of particular
contracts. Mound Laboratory is under Oak Ridge, for example.

From Figure A it appears that the bulk of the weapons, raw
materials, and fissionable materials programs is functionally ad-
ministered according to the definition stated earlier. These three
programs of course dominate AEC!s operating costs at present, and thus
the proportion of FY 1952 operating costs "functionally" administered
was 8,.0%. The facts, however, that costs totalling $87.5 million
were non-functionally administered in FY 1952, and that this figure
includes all of the programs in physical research and biology and
medicine administered in the field, should not be obscured by the even
larger production figures.

(2) Discussion: Organization in the Future

(a) Introduction; organization planning at present

From discussion with the General Manager, we have learned that
he has for some time considered overall organization planning to be the
responsibility of his office, in which he has taken a personal in-
terest and about which he has had informal discussions with the Com-
mission from time to time. He has described his plans generally to us,
and explained some of their principal features, and in some cases cer-
tain steps already taken to put them in effect, as summarized below:

1l A "Director for Administrative Services'" will be appointed
principally to coordinate the work of the Divisions of Security, Organi-
zation and Personnel, and Information Services, and perhaps other staff
units. We understand that the individual to fill this position has
been decided upon.

2 In the fields of production and military application, the
present organization is to be continued. The operating Divisions of
Production and Raw Materials, and the staff Division of Construction
and Supply, will continue under the Assistant General Manager for
Manufacturing (the last division teo function, however, throughout the
organization). We were told that for the present and immediate future,
the Deputy General Manager will continue to serve also as Assistant
General Manager for Manufacturing, and that active recruiting for the
position is suspended. The Santa Fe Operations Office continues with
Jurisdiction as at present, reporting through the Director of Military
Application. We were told that ultimately Livermore may be placed
under Santa Fe.

3 The position of Assistant General Manager for Research
and Development is to be established, under which three staff divisions
will be placed: Research, Biology and Medicine, and Engineering and
Development (at present Reactor Development)}. Also under this Assist-
ant General Manager will be a Director of Contract Agministration, to
whom will report principal field offices not reporting to Production,
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Raw Materials or Military Application. Among these will be Brookhaven,
which will be taken from under the New York Operations Office. We
were told of efforts to recruit a number of candidates for the posi-~
tion of Assistant General Manager for Research and Development, none

of which have proved successful to date.

(b) Future Operation under the Organization as Presently
Planned

Organization planning should meet the needs of operations as
they exist at the time the planning is done, and also the changed needs
of operations as they will have developed at a future time; the impor-
tance of this is emphasized, in the case of AEC, by the tremendous ex-
pansion of operations now under way. To assist in visualizing some of
the consequences of carrying out and continuing the organization plan
explained to us by the General Manager, throughout and following the

expansion program, we have prepared several further figures based upon
expected 1961 operations.*

Figure D shows estimated operating costs for FY 1961, by
Operations Offices and principal subordinate offices. & Much of this
information is shown graphically in Figure I (1) -.

Figure £ is a map indicating Operations Offices and their prin-
cipal subordinate offices.

The plan makes several contributions to adjusting the present
AEC organizational scheme to the tasks ahead, and attacks important
problems in the present organization.

#To enable preparation of Figures D, E, F, and I (1), we have had to
make certain assumptions as to the General Managers! plan which appear
reasonable in the light of the July, 1951 chart shown us by the Gen-

eral Manager, and his supplementary explanation, but some of which have
been arrived at arbitrarily:

1. Portsmouth will be under the Oak Ridge Operations Office.

2. Operations Offices will be established in Tennessee and
Florida under the Raw Materials Division.

3. An independent office will be established at Brookhaven
under the Director of Contract Administration.

4. The weapons work at Livermore now under the San Francisco
Operations Office will be transferred to the Santa Fe
Operations Office. :

5. An office will be established at Hartford, Conn. under
Chicago.

6. Otherwise of fices under the Director of Contract Adminis-
tration will continue to have their present relationships
to each other.
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For example, the plan contemplates placing all field activities
except those assigned to the Division of Military Application under
Assistant General Managers of strong background recruited or borrowed
from private industry. This should strengthen the Office of the
General Manager ahd at the same time relieve the burden on the Gen-
eral Manager himself by reducing the number of officials reporting
to him. This number is still large at present (Figure C).

The plan provides better opportunity for integrating the work of
the Divisions of Research, Biology and Medicine, and Engineering and
Development (now Reactor Development).

It also provides, in the position of Director for Administrative
Services, better opportunity for integration of the work of the Divi-

sions of Security, Organization and Personnel, and Information Serv-
ices.

The plan provides for a considerable increase in the "function-
alism" of the organization. If the present organizational scheme were
to be continued, estimated operating costs for FY 1961 for work per-
formed under field offices for other than their parent divisions in
Washington would be $183.8 million, or 9.2% of the total estimated
operating costs, The corresponding figure under the General Managert!s
plan would be $101.5 million, or 5.3% of the total. Most of the
difference is of course brought about by placing the preponderance of
the research programs under an official with general line responsi-
bility for research and development.

(c) Considerations in Long Range Organization Planning

Organization planning is so important to an expanding agency
like AEC that alternative approaches should be carefully explored and
evaluated. For this reason, and also because the General Manager's
plan has not been carried into detail concerning field organization,*
we wish to describe an alternate approach to organization planning
based on the problems discussed in our review of field administra-

tion, on the study of delegations, and on a projection of the program
up to FY 1961.

In the preceding section on Delegations we have discussed at
some length certain conditions related to organization which appear to
deserve attention -~ the presence of certain doubtfully necessary
echelons between the Commission and the contractors; divided and un-
clear lines of responsibility; key officials in effect holding direct
responsibilities to several higher authorities; and organizational
features at the field level which complicate relationships with con-
tractors. Some of these conditions would be improved by the General

#*For this reason it has not seemed that it would be useful to repro-
duce the chart herein.
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Manager's organization plan. To the extent they persist, however, their
seriousness will be compounded as the size of the program increases.

The expanded program also greatly increases the interest of
features of the organization which already raise questions with respect
to the size of programs administered by the AEC's various offices (we
here again use operating costs (Figures A and D) as indices to the
size of programs), for example:

1 The spread in size of the largest and smallest total pro-
grams administered under Operations Offices (the difference between
$181 million and $6 million in FY 1952, between $559 million and
$12 million in FY 1961).

2 The spread in size between the largest total program ad-
ministered by an area or field office and the smallest total program
administered by an Operations Office (the difference between $121.,3
million (area) and $12 million (operations) in FY 1961).

3 The size of the two largest programs administered by
Operations Offices (those of Santa Fe and Oak Ridge), already very
pronounced in FY 1952, and due to be tripled in each case by FY 1961.

The expansion program likewise increases interest in the geo-
graphical jurisdiction of the Operations Offices, particularly with
respect to such facilities as shown in Figure F which according to

present plans will be administered by other than the nearest Opera-
tions Office.

With these problems and questions in mind we proceed tc discussion
of some of the factors which should influence the shaping of organi-
zation, first, in the field, and second, in Washington headquarters.

1 Considerations in Organizing the Field

Since the operations for which the Commission exists are ac-
complished at its widely dispersed field facilities, we have thought it
desirable that our consideration of future organization begin with

factors which influence location and organizational grouping of AEC
field offices.

A primary question is, of course: What should determine where
an AEC staff should be located? The basic responsibilities of the
agency require that at major operating and construction jobs there be
on-the-spot AEC staff. The present situation, however, suggests a
rule to which there are now very few exceptions and which seems a
satisfactory one to adopt for the purposes of this discussion: AEC
staff should be located wherever there is a significant amount of AEC
owned plant and equipment. Thus it is noted that Figure G gives rather
reliable indication of the points at which AEC staff is either now
located or will be upon initiation of the project (Figure G is a listing
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of AEC investments in plant and equipment by location as of the com-
pletion of the presently estimated construction program) .

The possibility may now be considered of establishing such a
strictly functional organization as was recommended by the Industrial
Advisory Group in 1948: "One in which each of the four headquarters
divisions will be given direct authority over those Commission
activities ~- wherever situated -- which match the functions of the
respective divisions".* We have pointed out already considerable
variances from function in the AEC organization scheme. Functional
alignment can be increased -- the General Manager's plan, for ex-
ample, would merge three divisions interested principally in research
and development and simplify functional relations between Washington
and the field in these activities. Function alone cannot determine
AEC field organizations, however. More than one function is involved
in the work of many AEC contractors; elaborate channels between AEC
and the individual contractors would be necessary on a strictly funct-
ional basis, as well as an overlapping AEC field organization.

On the other hand geography does not serve satisfactorily as a
sole criterion for organizing the field. For one thing, operations at
many facilities —-- for example, the feed material plants, or the
diffusion plants at Oak Ridge and Paducah —- are closely inter-
related and this argues for administration under a single AEC field
official. Another consideration is that there may be significant
differences in the staffing and capabilities of major AEC offices,
which would make strictly geographical grouping inefficient. For in-
stance, Rocky Flats is nearer to Grand Junction than to Santa Fe, but
Grand Junction would have to undergo a major reorganization (and ex-
pansion) before it could take on the facility, and many difficult prob-
lems of communication and coordination would still remain. Likewise,
Iowa State is nearer to Kansas City than to Chicago, yet placing the
Ames Area Office under Chicago seems clearly preferable, because
Chicago is staffed to administer research work while the emphasis
at Kansas Clty is on manufacturing.

Yet geography need not be dismissed altogether as a consideration
in organizing the field, for while placing certain combinations of
functions under individual Operation Offices may seem undesirable,

AEC has learned by experience that other combinations may be quite
manageable. This is perhaps demonstrated most effectively by the
variety of programs under way at individual facilities, but it is also

#*"Report to the U.S. Atomic Energy Commission by the Industrial Ad-
visory Group", December 15, 1948. The four divisions alluded to are
apparently Production, Military Application, Reactor Development,
and Research, the last name considered as including the jurisdiction
of the present Division of Biology and Medicine.
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confirmed by the administration of Mound by Oak Ridge, and of Liver-
more by San Francisco. It should be noted that in major AEC offices
the Manager tends to be an administrator rather than a technical man,
so that differences in the nature of the work under his jurisdiction
do not reduce his personal effectiveness. There is significant
variety, however, as has been intimated, in the staffs of the var-
ious offices. By and large the AEC staffs at the outlying weapons
projects and at Grand Junction do not seem readily adaptable to other
than their primary functions. At the same time it is clear that in
individual cases weapons work can be well administered under non-weapons
Operations Offices, and it seems quite possible that the projected raw
materials operations in the southeast could be administered under
nearby Operation Offices principally engaged in production of fission-
able materials., Reactor development or research projects may also be
assigned to offices with other primary functions providing they are
well staffed technically. Versatility among functions to the general

extent outlined here is a demonstrated and exploitable asset of AEC
staffs in the field.

It would appear, in considering organization of AEC field facili-
ties, that this versatility might enable making exceptions to
functional grouping where this would prevent duplication of AEC staff
or facilitate realization of savings through common services for
neighboring sites having different functions. In the AEC organiza-
tion projected to 1961 according to present plans (Figure E) there
are several situations which seem to invite consideration of such ex-
ceptions. The principal possibilities involved are the continuation
of Livermore under the San Francisco Operations Office, the assignment
of the new raw materials operations in the southeast to existing pro-
duction offices, and some means of integration among the major facili-
ties in the state of Ohio -~ these six facilities will apparently be
independent of each other (with one possible exception) and will report
to Chicago, New York or Oak Ridge.

It is apparent that the workability of exceptions to functional
grouping is increased when the line of authority is clear and un-
divided; it is particularly attractive in connection with schemes of
organization under which all principal field facilities report to a
single official in Washington headquarters.

Another problem to be considered in organizing the field is that
of the optimum size of an Operations Office, It is difficult to discuss
this question briefly without oversimplifying, because of the number
and nature of relevant factors -- a few being the diversity, variability
and geographical distribution of the work, the capabilities of the
lanager, and the quality of the staff and of the contractors.

The most obvious problem relating to optimum size of offices, which
will develop in the growth of AEC as now planned, will be the very
large ultimate size of the Santa Fe and QOak Ridge operations, which
is particularly striking when contrasted to the size of the other
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Operations Offices (Figure D). It is true that the two systems of
operations will be largely functional -- Santa Fe including most

of the weapons work and Oak Ridge the diffusion facilities. If
indefinite expansion of such offices were assumed, however, it would
be expected that circumstances of geographical dispersion, and of
size and complexity of the operations, would at some point combine
to indicate that division of the operations would be more efficient
than continued expansion of the single offices. Some of the limita-
tions of government pay scales would seem to be relevant to such a
determination. The question is, whether a point will be reached
beyond which growth of Santa Fe and Oak Ridge should not be allowed
to proceed,

Several other considerations should be mentioned briefly in con-
nection with possible breaking up of large Operations Offices.

First, it is conceivable that division of an office might be a
desirable objective if scheduled to occur when operations have become
more stabilized, but should not be attempted while construction remains
in progress and some of the more delicate coordinating problems of the
expansion period remain. (In this connection, when an unusually large
or dispersed jurisdiction of a field office is justified solely on the
grounds that it makes possible coordination of related parts of the
program by one field official, the question arises, whether higher
headquarters could not assume some of the coordinating functions, and
thus permit more logical breakdown of the field operation.)

Second, expansion of an office, as we have pointed out, affects
its relations with contractors by tending to force day-to-day contacts
and official channels of communication increasingly lower in the AEC
organization, and leaving the Manager himself less and less time to
give to administration of individual contracts.

Third, a possibility which has to be guarded against as field
offices grow to extreme size and acquire dispersed sub-offices, is the
tendency to accumulate a large field headquarters staff which assumes
or duplicates the proper functions of Washington headquarters.

In summary, development of the field organization, and determina-
tion of which of the various AEC offices should become Operations
Offices, should involve the following considerations:

a The number of field offices Washington headquarters can
effectively deal with.

b The size and importance of the program and of the AEC®s
investment at the various sites.

jo

Logical grouping of offices by function.
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d Exceptions to functional grouping of offices when this
would result in savings without sacrifice of effect-
ive administration.

e

The size, complexity and dispersal of the operations
proposed for assignment to a single office.

f The distance of large facilities from the nearest Opera-
tions Offices at other sites.

We turn next to discussion of some of the factors which should
influence the organization of the Washington office.

2 Considerations in Organizing Washingbon Headquarters

It has not seemed desirable that we try to consider planning
for the organization of Washington headquarters in detail. We do wish
to offer comment, however, on two fundamental problems of allocaticn
of responsibilities in headquarters, the first of which in particular
concerns the relationship between Washington and the field:

a Is it desirable that lines of authority descending from
the General Manager diverge to the principal field es-
tablishments from a single point in the Washington head-
quarters organization? and

b What are the organizational approaches to relieving the
burden on the General Manager?

a Lines of Authority between Washington and the Field

We believe that AEC's organization planning should include
careful study of the possibility, already alluded to, of placing all
field operations under the line authority of a single official in
Washington headquarters. As our discussion of delegations and organi-
zation has developed, we have tried to suggest actions by which ad-
ministration of the program under the present or presently planned
organization might benefit., A more fundamental approach would be te
establish one headquarters official over field operations.

The desirability of the move depends in large part upon the sound-
ness of separating organizationally direct responsibility for operation

of the field facilities from the other responsibilities of Washington
headquarters.

What might be termed the essential staff functions of the Wash-
ington program divisions -- planning, programming, assisting in budget
operations, inspecting, evaluating, maintaining formal and informal
technical contacts with the field -- are separable from functions
directly related to operating responsibility and can all lend themselves
to performance by staff, as distinct from line units.
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As in the case of the Managers of Operations, strong administrators,
rather than technical men, are needed to take responsibility in Washing-
ton for large segments of AEC's field operations. We believe in fact
that it would be feasible to place a single such official in the line
of authority between the General Manager and all of the Managers of
Operations, and that the desirability of this arrangement should be care-
fully weighed in AEC's long range organization planning..

5,

Most of the principal arguments favoring this possible move relate

to earlier discussions. They may be summarized as follows:

i Lines of authority and responsibility between the Commiss~
ion and the field would follow a simple, clear, and (with perhaps minor
exceptions) uniform pattern, running from the Commission through the
General Manager, through the individual in charge of all operations,
to the Managers of Operations. This pattern of delegation would
facilitate assighment of commensurate responsibility and authority;
it would coincide exactly with the pattern of organization.

ii The number of echelons separating the Commission from the
Managers of Operations would be held to two, each fully justifiable.
(In the organization now planned, there would be three echelons, except
in the case of the Santa Fe Manager.)

iii Managers of Operations would clearly have one supervisor
at headquarters level, and their objectivity in administering the var-
iocus segments of their programs would match his own.

iv The efforts of the Washington program divisions could be
concentrated on programming, policy making, planning, inspecting and
evaluating, from which they have to a degree been diverted because of
preoccupation with operational problems.

v The problems inherent in maintenance of the four virtually
nat10n—w1de, highly functional field organizations now planned (those
reporting respectively to Raw Materials, Production, Military Appli-
cation, and the Director of Contract Administration) -- development of
inconsistent standards, policies, procedures and interpretations, un-
economical organizational grouping of sub-offices, and difficulties of

exchanging assistance among the cffices -- would be removed or sub-
stantially reduced.

vi Placing a major segment of the program under line auth-
ority of the Director of Military Application, who in practice is

necessarily a career officer of the Armed Forces detailed temporarily
to the AEC, would be avoided.

vii It seems justifiable to expect that the streamlining of
the organization and delegation practices which would occur, would act
to strengthen significantly AEC's relations with its contractors.
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b Organizational Approaches to Reducing the Burden on the
General Manager.

Much of the thought which has been given to reorganization
has centered about the problem of making more efficient use of the
General Manager's time. Taking into account the very small size of
his immediate office and the substantial recent growth of the program,
as well as the number of officials continuing to report directly to
him,* it is difficult to believe that the "intolerable burden" on
the General Manager in 1948 has become much more tolerable today.

It should be recognized, of course, that any general improvement
of the AEC's organization and management would to a degree alleviate
the load on the General Manager, whether the improvement should involve
better personnel, for example, better delegations or better promulga-
tion of policy.

As to the General Manager's relationship to field operations, the
organizational approach discussed above, of having all Managers of
Operations report to a single official in Washington, seems to offer
possibilities of simplifying the General Manager'!s job. Under the
organization now planned, the General Manager would hold three principal
assistants (the two Assistant General Managers and the Director of
Military Application) responsible for the several systems of field
operations. There would be a tendency for him to mediate discussions
of coordination of the systems, or problems of overlapping interests.
Under the proposal just discussed, these problems should be much re-
duced in the first place, and many of those remaining should be
soluble by the Washington official in charge of operations. At the
same time, only the simplest administrative channels would exist be-
tween the General Manager and AEC's field operations.

There seem to be three general approaches to simplification of
the General Managert®s relationship with units of the Washington staff:
reduction of the number of staff units, establishment of Assistant
General Managers "in line" between the General Manager and the units,
and increased use of staff assistants in the General Manager's office.

Any reduction in the number of offices reporting to the General
Manager must be along logical lines. There seems little possibility
that a reduction could be effected among the present "staff" divisions;
the grouping of functions under the Division of Construction and Supply
is already on a catch-all, rather than a strictly logical basis.

Better possibilities might be found among the units of the Office of
the General Manager, particularly the Offices of Classification and
Industrial Development.

#18 officials now report directly to the General Manager, 6 less than
before the 1948 reorganization (see Figure C)
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General Manager and "staff" divisions does not entail dangers of the
same order of magnitude as adding echelons between the General
Manager and Operations Offices in the field. If the field were to be
related to Washington in accordance with the alternative scheme dis-
cussed above, the appointment of an Assistant General Manager to be
responsible for the Divisions of Research, Biology and Medicine, and
Engineering and Development would seem quite logical. There are dis-
advantages to this approach: individuals of the calibre needed have |
proved very difficult to recruit, and in some measure it reduces the
prestige and attractiveness of the Division Director positions.

Establishment of "in line" Assistant General Managers between the{l

The use of a few competent assistants seems feasible in general,
to insure that coordination and good staff work have been accomplished
on matters being referred to the General Manager, and to conserve his
time further by undertaking coordinating and other special assignments,
and possibly also to assist in the direction of staff units attached
to the Office of the General Manager; as we understand it, in fact, the
proposed Director of Administrative Services would be such an assistant.
Assistants of this type need not have such backgrounds as would be
desirable in "in-line" Assistant General Managers; yet they may make a
comparable contribution to the program when they bring to the job a good
balance among competence, tact and self-restraint, and they may some-
times enable an executive to function satisfactorily with many more than
the usual number of officials reporting directly to him (as appears

from Figure C, this last problem is hardly avoidable for AEC's General
Manager).

3 Miscellaneous Organizational Considerations

Several miscellaneous problems have come to our attention in
the course of our study, which are pertinent to organization.

a OSpecial problems of coordination

We have encountered suggestions for better coordination in
Washington headquarters in three fields of activity. We have not studied
the situations in question and do not have firm views on them. Fach
case involves assignment of closely related and important responsibilities
to several units of the Washington staff, and it would seem that a re-
view of each case to evaluate coordination now achieved and possibly
to suggest organizational or other means of improving it, might be of
value. The three fields of security, health and safety, and inter-
national affairs:

i Security
The coordination of the many activities in Washington head-
quarters which relate directly to security is of obvious importance.

These include, in addition to the functions of the Division of Security
and certain of those of the Division of Organization and Personnel and
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Information Services, classification and declassification, export con-
trol and SF materials accountability. The proposed position of Di-
rector of Administrative Services should facilitate better coordina-
tion; it should be noted, however, that several of the functions in
question are not those of staff units with coordination of which we
understand the Director of Administrative Services will be charged.

ii Health and Safety

General "staff" responsibilities in the field of health and
safety have been assigned to the Divisions of Biology and Medicine,
Organization and Personnel, and Engineering. We have alluded earlier
to the confusion of some of the basic delegations involved. We are
sympathetic to a finding of a recent report on an inspection of the
AFEC's program by Mr. Sidney J. Williams: "In both aims and methods
the various protective services —- safety, fire protection, health
physics, hygiene, and health and medical services -- have much in
common. Hence the Advisory Board recommended that these functions be
closely coordinated. 1In the field, this has been done to a consider-
able extent; in Washington, not at all.!x

1ii International Affairs

From several sources we have heard that better coordination
is desirable of the many functions in headquarters bearing on inter-
national affairs. These are performed throughout the headquarters
organization, specifically by:

The Commission

The General Manager

The Division of Security

The Division of Raw Materials

The Division of Construction & Supply (export control and
source materials licensing)

The Division of Research (Technical Cooperation and isotopes)

The Office of Special Projects

The Office of Classification (and Senior Responsible Reviewers)

The Office of Intelligence

3 Conformance with the recommendations made by the Safety and Indus-
trial Health Advisory Board, 1947-48", a report by Mr., Sidney J.
Williams dated Dec. 15, 1952.
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b Field Zmployees Directly Responsible to Washington

There is no important objection of principle to the establish-
ment of AEC positions in the field which are not parts of Operations
Offices, even though they may be administered by them. It must be noted
that the legal organization, which throughout AEC (organization charts
of most Operations Offices to the contrary) reports directly to the Gen-
eral Counsel in Washington, has operated with apparent success, even
though it is not obvious that satisfactory results would not also have
been obtained by use of the standard organizational pattern. Wherever
an individual holds direct responsibility to a Manager of Operations and
to an official in headquarters, however, the traditional administrative
dangers of duplicate supervision will exist, and these are sufficient to
suggest that such situations be permitted only in special circumstances.
Particular care should be taken if the field employee concerned is
likely to face a conflict between the interests of the two "super-
visors". To illustrate this point we allude to the internal audit
program now being formulated by the Controller, for the execution of
which he will look to the Directors of Finance on the staffs of the
Managers of Operations. An unspecified but real and useful purpose of
the internal audit as it appears to be taking shape, is the appraisal of
the effectiveness of the Manager himself —- for over a period of time the
effectiveness of the parts of his organization which the internal audit
will examine is the effectiveness of the Manager. The Director of
Finance who finds himself making judgments which require that in effect
he criticize his Manager in reports which must be submitted to the
Controller in Washington, is in a dilemma. At the same time, to remove
the internal audit function from the jurisdiction of the Manager would

be to deprive him of responsibility for a major aspect of effective
management.

)

¢ An "in-line" construction organization

A possibility deserving study is that of creating a con-
struction organization which would be in direct charge of construction
wherever it might be in progress., Such an arrangement would accord with
common practice, but though it has advantages it would also have dis-
tinct disadvantages in AECY's program, especially when construction is
undertaken (as in the AEC's program it usually is) at a site already
operating other facilities.,

4 An Tllustration of some Approaches to Problems of Organization
Planning

In concluding our discussion of an alternative approach to or-
ganization planning for AEC, we describe now briefly and in broad out-
line, an extremely tentative and incomplete plan for ultimate organi-
zation of AEC; as will be noted, the plan contemplates establishment
of the position of Deputy General Manager for Operations, in charge of
operation of all field activities. Our purpose in discussing this rough
plan is principally to illustrate some of the routes by which solutions
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might be sought to the problems discussed in this section and the pre-
ceding section on Delegations. While we believe that organization
planning should take account of these problems, it should be understood
that we consider it beyond the reasonable scope of our assignment to
recommend that the following or any other specific plan of organization
be adopted. Moreover, though organization planning in AEC may have
lacked vigor in the past, we would not, particularly in the present
period of expansion, propose that reorganization be achieved by any but
the most carefully planned transitions. Our illustrative plan, which is
based on 1961 operations, includes no consideration of transitional
steps, and in fact ignores divisional breakdowns in Washington head-

quarters, and all but major field installations. The plan is outlined
in the following chart:
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Commission

Assistants to the General Manager
General Manager Deputy General Manager
(Overall)
Deputy General Manager 1
for Operations '
Assistants Washington
and Staff Divisions and
Offices
l ] ] | | |
Savannah River Portsmouth| | Grand Idaho} |Hanford San Fransc,
00 00 Jdet .00 00 00 00
Florida area Livermore
area
I T _ I 1 I I
Brookhaven Oak Ohio f Chicago Kansas City Santa Fe
o 00 1 Ridge| | (Fernald) 00 -1 00 B 00
00 00
Schenectady { Paducahfilockland es {Burlington | Los Alamos
\ area |f area area area area
|| Hartford | Tenn _Fﬁitsburgh || Macomb | | Las Vegas
area area area area . area
| New York ound L Amarillo | Rocky Flats
area (?) rea | area area
| [Scioto
area
| {Cleveland
Tlarea
| iSt. Louis

area
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Two charts have been prepared to illustrate some of the implica-
tions of this rough plan,; and to bring out some of the differences be-
tween its effects and those of continuing the existing plan in effect.

Figure H shows the proposed field organization on a map, which
may be compared with Figure E.

Figure I gives roughly estimated operating costs for Fiscal Year
1961 for Operations Offices and also major sub-offices,

a Comment on the Field Organization

Specific comment follows on some of the components of the
organization in the field. =

Ohio Operations Office. This office might be located at any of
several of the sites involved., We are showing it at Fernald. The bulk
of its work would be taken over from the present New York Operations
Office, in view of the increasingly heavy concentration of feed mater-
ials work at and surrounding Fernald. Added to the jurisdiction of
this office are Mound and Scioto, now under QOak Ridge but easily
separable, and Lockland and Bettis Field, now under Chicago. Three of
the Ohio sites —- Lockland, Fernald, and Mound -- are particularly

closely grouped and the possibility of realizing savings by provision
of common services seems attractive.*

Brookhaven Operations Office. An Operations Office is shown at
this site, with subsidiary offices at Schenectady and Hartford, and
possibly one at New York to administer contracts in that vicinity.
Circumstances might indicate that this jurisdiction could be adminis-
tered more reasonably by placing the Operations Office at Schenectady
or in New York City, and retaining an Area Office at Brookhaven.)

Portsmouth Operations Office. Portsmouth is made independent of
Oak Ridge (requiring an increase in coordinative work in Washington
headquarters); Oak Ridge is of such size that its jurisdiction is en-
larged only where imperative. Portsmouth is not merged with the

Ohio Operations Office since that too would result in an “oversize"
office.

Qak Ridge Operations Office. Paducah is retained as an Area
under Oak Ridge for contractual and operational reasons. The "Tennessee®
Area is added because of its proximity and relatively small size.

Kansas City Operations Office. This office is established over
its subsidiary offices, largely engaged in production of non-nuclear

*Possible variations would be continued assignment of Lockland to
Chicago, and assignment of Bettis Field to Chicago or Brookhaven.
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components, as a means of reducing the program now under the Santa Fe

Operations Office. Some increase in coordinative work at Washington
would result.

Idaho Operations Office. This office administers the National
Reactor Testing Station, provides common services for reactor in-
stallations, and operates certain reactors. Where operation or
construction is by a contractor of another Operations Office, the Idaho
Office cooperates with the "home" AEC office as necessary to keep ad-
ministration of the contract up to AEC standards with respect to the
Idaho part of the work.

It will be seen that the plan reflects in a general way, as re-
gards field organization, several of the considerations discussed in
this section. It will be noted that a total of 12 Operations Offices
are shown, one less than the number involved under continued applica-
tion of existing plans., Area offices, in addition, have been ex-
tensively reassigned. Some of the effects of this are:

i . A geographically far simpler arrangement is achieved
(compare Figures H and E); the sprawling geographical
jurisdictions of New York, Chicago, and Santa Fe in
particular are compressed.

ii The average distance between Operations Offices and
subordinate Area Offices¥ is reduced from approximately
500 to approximately 211 miles,

iii The total size of the programs assigned to the various
Operations Offices is considerably evened, and the num-
ber of Areas with larger programs than Operations
Offices substantially reduced. (See Figure I).

b Comment on the Washington Organization.

An additional Deputy General Msnager (for Operations) is
created to whom all Operations Offices are directly responsible. It is
his job to operate the Commission?!s domestic field facilities in ac- ‘
cordance with approved programs. The present "program divisions" ac-
cordingly are returned to "staff" status, though the General Manager i
continues to hold them principally responsible for recommending
programs, and for inspecting the technical aspects of field operations.
They work in close cooperation with the Deputy for Operations, and
actually collaborate with him in various steps of the budget procedure,
inclvding defense. A serious disagreement between the Deputy for
Operations and a staff division would go to the General Manager for
resolution; the Deputy for Operations would assume the full

*Area offices located at the same site as the parent Operations Office
have been ignored in this calculation, as have offices at NRTS sub-
ordinate*to Qperations Offices other than Idaho.
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responsibility of the General Manager only in gbsence of the General
Manager and the overall Deputy. The Deputy for Operations will receive
considerable help from the Washington divisions. In addition he will
require some staff in his immediate office, though there seems good
possibility that the people involved would be fewer than those who could
be released by the program divisions. We have not attempted to work
out details of his staff, but the importance of doing so should not be
discounted; to be able satisfactorily to deal with 12 Operations Offices,
the Deputy for Operations will need highly competent and well organized
help. The comments made above on assignment of staff assistants to
the Office of the General Manager are also applicable to the Office of
the Deputy of Operations. For example, the burden of twelve field
offices reporting to the Deputy for Field Operations might be relieved
by assistants, either staff or line, handling matters relating to
particular field offices or to particular functions.

(d) Providing for Organization Planning

We have presented this discussion of organization in the be-
lief that the AEC organization can be expected to change markedly in
the next few years and that change is desirable and should be planned
for in a young and rapidly growing program. The particular scheme of
organization described is an illustration of principles and problems

in re-organizing. Among the principal questions we have raised are the
followings:

1 Will any other arrangement than a single official such
as a Deputy General Manager for Operations resolve problems
of dual responsibility of field managers and divided lines
of authority in Washington, release program divisions from
operating duties to concentrate on their staff functions, and
enable consistency in AEC contract administration?

2 1Is there a point in size at which Operations Offices
such as Qak Ridge or Santa Fe should be divided in the in-
terests of efficient administration?

3 Can regrouping of field offices be accomplished in
some cases to keep administrative staffs and travel to a
minimum without loss of sound contract administration or
effective relationships among functionally associated pro-
Jjects?

L Can related activities in Washingten offices be more
systematically coordinated? :

5 How can the burden on the General Manager best be re-
duced?

Much study of alternate relationships among field offices and among
Washington units will be necessary before a satisfactory plan can be
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shaped and adopted. The organizational needs of the program can to a
significant degree ke seen in advance, however, and information on
program planning should be available continually to these responsible
for organization planning so that changing and eventually stabilized
conditions can be anticipated and provided for in an orderly way.

If organization planning is to be given due importance it must
be a recognized and supported function in AEC. While major organiza-
tion decisions are themselves major policy decisions and must be made
by the Commission, General Manager, and line administrators, the de-
cisions and planning are complex and far-reaching and require thorough
study and preparation. Positive responsibility for overall organiza-
tion planning should be assigned at a high staff level, and the re-
sponsible staff should have access to the program plans and assumptions
that are interdependent with organization planning. Such a staff would
explore alternate future organization arrangements, study the facts
pertinent to such questions as the possible savings through common
services for geographically contiguous field offices, or as ways of
coordinating Washington offices with common interests, assist the
Commission and General Manager in working out advance organizational
objectives, and appraise existing organization and plans in the light
of program performance and changing needs. The informed criticism that
tests the worth of ideas would be facilitated. The help of advisory
groups or consulting firms could be obtained on specific problems; with-
out a staff group concerned with the problems on a continuing basis,
it would be difficult to enable advisers to reach well-founded and
helpful recommendations, or to make effective use within AEC of their
comments.

Aside from the usual importance of organization in a mature pro-
gram, developing a solid organization constitutes a specific immediate
goal for AEC. The last major reorganization came in 1948, before the
series of expansions that have altered radically the scale and internal
proportions of the agency., By heavy demands on the outstanding abili-
ties of key men in the program and of some men drawn temporarily from
industry or universities, and by concentration on particular accepted
development and production goals, schedules are generally being met
with minor adjustmerts in the existing organization. The load of
coordination and planning on the General Manager, Commission, and a
few top staff people has been excessive, however; lines of authority
and responsibility have depended on personal understandings as much as
on clear formal definition; and patterns of administration and super-
vision and of relations with contractors have varied widely in their
ways of getiting the job done. In one sense, the goal is that of re-
shaping the organization to be self-sustaining rather than dependent on
a relatively few key people; in this connection, we have called atten-
tion elsewhere in this report to the importance of executive develop-
ment and the associated personnel functions such as recruitment, train-
ing, and rotation to furnish the people needed to make the organization
continue to work. To build an organization of maximum efficiency, to
meet the requirements of future operations, the Commission has a
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difficult and demanding task requiring explicit attention, careful
staff-work, and the agency-wide contributions of responsible men such
as have gone into expansion planning.
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SECTION 3.
SUMMARY

(This section contains broad summary comment on our findings as to
those problems of management and contract administration which are of
most significance to sound future development of the agency. A number
of the suggestions set forth earlier as concrete possibilities of

possible benefit to respensible officials working on these problems are
not repeated.)

a. Under the system of contractor operation, AEC retains re-
sponsibility for achievement of program gcals and for the efficiency
and economical performance of its contractors. Under cost-type oper-
ation and comstruction contracts in particular, AEC has a direct in-
terest in economy and efficiency, and must exercise control and
supervision to assure econocmy in the use of Government funds and
conformance with Government procedures and standards of doing business.
Effective AEC contract administration can make a positive contribution
to contractor management performance, by seeing that the contractor
understands his responsibility, has planned and is taking adeguate
action to meet it, and has all help AEC can give him in doing his work.
Internal AEC policy issuances do not clearly establish this objective
cf contract administra tion, and indeed such official statements as
that "necessary reviews of performance {of contractors) are made on a
post-audit basis® (Section 2 d 4 e) conflict with it.

b. A policy statement clarifying and reaffirming AEC%s responsi-
bilities in contract admirnistration, either in a specific bulletin or
as part of an organization manual or procurement manual, would help
reduce present variations in concepticns of the respensibility of the
contracting officer; and assist field staff in their exercise of super-
vision arnd controi. The work of the atomic energy program is done in
installaticns all cver the country; effective supervision and assistance
to the contractors must come from the AEC manager on the spot. Wherever
possible, the contracting officer should be the primary agent of AEC in
performing the inspection, evaluation, and assistance of the contractor®s
work which are the agencyts positive rcle in contract administration.
Where for special reasons it is necessary that the Washington technical
staffs perform these activities —- research is the mest familiar area
where this occurs -- the division of responsibility must be carefully
defined so that there will be assurance that the necessary AEC super-
vision is exercised. Where not clearly impractical, the responsibility
for supervision and the formal position of contracting officer should go
together; should circumstances appear to indicate the undesirability of
assigning supervision of a contractor to a Manager of Operations, the
desirability of having him serve as contracting officer should be re-
viewed. Inspections of his own and his contractor?s activities should
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of course conbinue tc be made by the conbtracting officer?s higher author-
ity, and informal technical channels should be left open at all levels.
ffective functicning of the present Operations Offices in the manner
herein deseribed would require in several cases that the technical staffs
be strengthened to enable better appreciation of program goals, betler
appraisal of the perfermence ¢f the corntractor, and intelligent and help-
ful (but not obligatory) participation in the discussions which Washing-
ton techmical staffs shculd frequently have with contractor personnel.

¢. Periodic evaluation ¢f contractor performance should be an ex-
pliclily recognized respensibility of the contracting officer. Regular
svaluation reperts should be prepared, and carefully reviewed in
Washingten.

d. Fresent contrzots do not always provide AEC staff with an ex-
plicit basis for carrying out their full reole in contract administration.
Soime contracts (those with Western Electric or DuPont for example) are

“tten in this manner because of the special role assigned these con-
tractere; in other cases, variations or gaps in contract conirol pro-
vigions appear tc be traceable to such causes as uncompiled or incomplete
policy guidance on contract negotiations, and the former lack of central
contract review. Issuance of basic contract forms and objectives (as
in the Procurement Manual) and systematic negotiation and review of con-
tracts should increase inclusion of provisions giving explicit basis for
discharge of the agency’s responsibilities for the work esnd expenditure
of funds.

e. Basis manuals for field administration are in many cases just
now under preparation or in partial form -- an Organization Manual:
Controller’s Manusl; Procurement Manual. Until they and others are
completed and instituted, basic uniformity beitween field offices and a
firm field basis for review of contractor precedures will be difficult
to obtain. Regular inspection and evaluation of the field, both by line
ilvisions and staff specialists, and refinement ¢f reporting requirements
impcsed on the field, will assist in assuring uniformity and compliance
with agency policies and standards, and will check the adequacy and
practicability of policies and procedures.

f: Concerning the general relationship and divisions of responsi-
bilities between Washington and the field, we feel that the excerpts
previously given froem the "Concluding Report' of the Hoover Commission
concern classic failings of Govermmental agencies, tc which AEC should
be constantly alert:

“Our task force also found many instances where headguarters ;
officials in Washington still clung to the power to make

decisions even in matters of minor importance. This, too, has
resulted in interminable delays in getting things done, has
stultified initiative in the field services, and has resulted

in decisicons being made which have not taken due account of
varistions in local conditions.
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"In substantive matters, too, we have recommended that a greater
measure of authority be delegated tc the field services of the
operating departments. This will require that the headquarters
agencies concentrate their attention more and more on developing
policies which are unmistakeably clear. They must alsc give
more attention to establishing standards of performance and to
improving their systems of reporting and inspection to insure
that policies are carried out.”

. g. The channels of authority and reporting, whereby each field
office reports through a single Washington division presumably having
dominant program interest, conbain anomalies affecting the administration
¢l major programs, particularly technical and scientific programs. Re-
wision of the grouping of field units and their channels of reporting and
direction appears possible to simplify lines of authority and improve pro-

TEN cantr@l; an approach to reorganization is presented in this report to
ustrate problems and possibilities. The AEC organizaticn can be ex-—

£d to change markedly in the next few years; such change is desirable
ard sheould be planned for in a young and rapidly growing program. Among
the principal guestions we have raised are the following:

1 Wiil any other arrangement than a single cfficial such as
a Deputy Generai Manager for Operations resolve probiems of
dusl responsicility of field managers and divided lines of
aovtherity in Washington, relsase program divisiens from oper-
ating duties Yo concentrate on their staff functionz, and
eniable consisterncy in AEC conbracht adminiatration?

< Is there a peirdt in size at which Operaticors Offices such
a3 Oak Ridge or Samta Fe sheuld be divided in the interests
of efficient administraticon?

53 Can regrouping of field offices be accomplished in some
cases to keep administrative staffs and travel to a minimum
withouvt loss of sound contract admini tration or effective
relationships ameng functicrally associated projects?

5 Can related activities in Washington offlces be more system-
atically coordinated?

5 How can the burden on the General Manager best be reduced?

Muck study of alterrnate relaticnships ameng field offices and among Wash-
inguvon units will be necessary befcore a satisfactory plan can be shaped
and adopted. The corganizational needs of the program can to a significant
degree be seen in advance, however, and information on program planning
snould be avalilable continually te those responsible for organization
piarning so that changing and eventually stabilized conditions can be
anticipated and provided for in an orderly way.
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If orgenization plamning is to be given due importance it must be a ‘
resognized and supported function in AEC. While major organization \
decisions are themselves major policy decisicns and must be made by the
Commission, General Mansger, and line sdministrators, the decisions and \
planning are complex and far-reaching and require thorough study and pre-
paration. Positive responsibility for overall organization planning
should be assigned at a high staff level, and the responsible staff
should have access to the program plans and assumptions that are inter-
dependent with organization planning. Such a staff would explore alter-
nate future crganization a%rangements, gtudy the facts pertinent to such
guesticns as the possible savings through common services for geo-
graphically com*lguﬁus field offices or as ways of caordln&tlng Washington
offices withh Zommen interests, assist the Commission and General Mansger
in werking out advance crgarnizational objectives, and appraise existing
organizaticn and plans in the light of program perfcrmance and changing
needs. The informed criticism that tests the worth of ideas would be .
facilitated. The help of advisory groups or consulting firms could be {
cbtained on specific problems; without a staff group concerned with the J
problems on & continuing basis, it would be difficult to enable advisers
to reach well-founded and helpful recommendations, or to make effective g
use of their comments. i

RS

Aside from the usual importance of organization in a mature pro-
gram, developing a sclid organization coustitutes a specific immediate
goal for AEC. The last major reorganization came in 1948, before the
series of expamsions that have altered radically the scale and internal
propsrtions ¢f the agency. By heavy demands on the cutstanding abilities
of key men in the program and of some men drawn temporarily from industry
or universities, and by concentration on particular accepted development
and production goals, schedules are generally being met with minor adjust-
ments in the existing organization. The load of coordination and planning
on the General Manager, Commission, and a few top staff people has been
excegsive, however; lines of authority and respomnsibility have depended
on personal understandings as much as on clear formal definition; and
patterns of administration and supervision and of relations with con-
tractors have varied widely in their ways of getting the job dore. In
one sense, the goal 1z that of reshaping the organization to be self-
sustaining rather than dependent on a relatively few key people; in this
connecticn, we have called attention elsewhere in this report te the im-
portance of executive development and the associated personmel functions
such as recruitment, training, and rotation to furnish the people needed
to make the organization continue to work. To build an organization of
maximum efficiency, to meet the requirements of future operations, the
Commission has a difficult and demanding task requiring explicit attention,
careful staff-work, and the agency-wide contributions of responsible men
such as have gone into expansion planning.

h. AEC pelicy codification and issuance is in need of improvement.
Policy set bty the Commission ig for the most part filed but not codified
by the Office of the Secretary; and policy on organization and operating
procedures is issued in a GM Bulletin system which is incomplete in
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coverage and does not fully state existing policy in the fields which it
covers. Strengthening of advance program planning might be helped by
provision of a staff for that purpose.

i. In the areas of management concerning which we have been speak-
ing, many individuals and units are now actively working out and con-
ducting programs of improvement; these efforts are not always recognized
and coordinated in a way that will contribute to their effectiveness and
build an overall management program for the agency.* We have become
convinced that an explicitly formulated and executed arrangement and
organization is important for AEC. The achievements of the atomic energy
program have arisen from the enthusiasm and ability of many men of dif-
ferent backgrounds -—~ scientists, engineers, administrators -- and from
different organizations —~ universities, industry, Government. Under-
standing and confidence in each other's abilities and efforts has been
crucial because of the telescoping of normal processes, and the simul-
taneous pushing of research, development, construction and cperation that
have enabled the phenomenal expansion of the program and immediate ap-
plication of novel discoveries and processes. As the size and geograph-
ical spread of the program increase, and the unifying pressure of common
recognition of a national emergency and a pioneering enterprise diminishes,
the importance of leadership and of management in the best sense increases
correspondingly. Lack of understanding of respective responsibilities,
and security compartmentalization, make it difficult for one man to realize
the importance and the problems of other men's work and the dependence
of his own work on that of others; the lack of any but gross measures of
success and good performance and the limited devices for recognition of
good work either within or without the program also are obstacles to pro-
gress. The special conditions supporting momentum and morale during the
birth and early youth of the program will lose their forge and should
be replaced by other incentives and guides. The replacement will come
only from a management effort which is given equal emphasis with the
program effort which has absorbed the best energies of top AEC personnel
so far. We believe that attention to these "management'® problems will
have a direct impact on the efficiency and economy of operations and on
the assurance that program goals will be fulfilled.

One of the consequences of such a systematic management effort might
well prove to be a freeing of the Commission and General Manager from
some of their present involvement with current operations. A rigid
separation of top management from operations is not likely to be possible
or indeed desirable in a sensitive public agency such as AEC: the
functions of determination of objectives, development of clear and
creative plans, design and manning of a flexible organization structure,
and appraisal of performance and progress cannot be done with leisurely
detachment in an agency with so few years of precedent-making experience
and so much Congressional and public interest. But by provision of the

*Preparation of the annual Management Report for the Bureau of the Budget
is in the main a compiling activity which does not satisfy AEC!'S need for
an coverall management program. 6
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management devices for simplifying and improving the reporting and control
of operations, and by the building of a self-sustaining organization, the
needs of the Commission for information and for assurance that decisions
are being made with awareness of their wider implications can be met with
increasingly less demand on their time and energy, and a corresponding
release for the functions which are uniquely theirse.
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CONGRESS OF THE UNITED STATES

Joint Committee on Atomic Energy

April 2, 1952

Ue S. Atomic Energy Commission
1901 Constitution Avenue, N. W
Washington 25, D. Ce.

Attentions Mr. Gordon Dean, Chairman

Gentlemens

As you know, the Joint Committee on Atomic Energy has from its
inception had as an overriding concern the achievement of the greatest
possible atomic strength, at the lowest possible cost. On January 30,
1948, the Joint Committee reported to the Congress, in part, as follows:

"The joint committee is a legislative committee which was
created as a special servant of the Congress to follow this
vast and complex_lgiomig7 program within the terms of the
actooecds a legislative committee, it does not feel that it
should at this time draw any final conclusions respecting
the operation of this program on the administrative policies
in effect. Sufficient time has not elapsed to warrant con-
clusions of this kind."

On October 13, 1949, the Joint Committee reported to Congress, in part,
as follows:

"Z:7f Hanford the Commission clearly purchases managerial talent,
as well as know-how and the services of a technical and operating
staff. Yet the Commission must keep watch upon activities, and
for that purpose it has its own staff of 340 people located on

the site. How avoid overlapping effort and duplicate personnel?
How, on the one hand, may GE's managerial talent be put to full
use with the Commission people sharing in every important decision;
and how, on the other hand, may the Commission feel certain that
the national defense and security are being properly promoted
unless it insists upon consultation before its contractor acts? ...
Only a lump sum, unit-price, or similar-type contract, offering
maximum opportunities for profit, creates highest incentive to
keep down costs. This system has been applied successfully in

the case of certain feed material processes; but whether it might
work in the operations at Oak Ridge, Hanford, and Los Alamos is a
difficult question which the Commission must face at sometime in
the future.®
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On October 19, 1951, the Joint Committee again reported to Congress, on
this occasion, in part, as followss

"3till another problem at the forefront in Committee delib-
erations is that of AEC relations with contractors, especially two
aspects: oo (2) the desirability of awarding as many contracts as
feasible through competitive bidding and on a lump-sum or unit-
price basis, rather than through negotiation and on the basis of
cost-plus—-fixed-feesoo..Greater effort is recommended toward ex-
tending the use of lump~-sum or unit-price contracts.®

At the end of 1952, the Commission will have been in charge of
this nation's atomic enterprise for six full years. I feel that enough
time has now elapsed and sufficient experience has now been gained to
make possible a basic assessment of the central policy problems which
are cited in the above-quoted excerpts and which have continually
troubled the Joint Committees

May I therefore request that you submit for the Committee's use a
comprehensive report, by January, 1953, on the following four points:

(1) whether or not it is now advisable (if only on an ex-
perimental basis) to operate a major segment or segments of the
program——such as the Oak Ridge gaseous diffusion complex, or the
Hanford piles--through a lump sum or unit-price contract;

(2) whether or not it is desirable, as an experiment, to
undertake direct government operation of a major segment or
segments of the program;

(3) the extent to which the use of lump-sum contracts can
now be increased in construction projectss

(4) whether or not the number of Commission employees in
the field may now be reduced, thereby vesting greater responsi-
bility in Commission contractors and making fuller use of the
managerial skills purchased by contract; and

(5) the extent to which competition in all its forms-~between
contractor and contractor, government and contractor, small contractor
and large contractor, laboratory and laboratory, and the like--can be
enhanced both to strengthen the program and reduce costs.

I would appreciate it if your report could be submitted in a form such
that the main line of reasoning and the main conclusions could be segregated
and made public. Thank you very much indeed for this important assistance.

Sincerely yours,
/s/

Brien McMahon
Chairman
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UNITED STATES
ATOMIC ENERGY COMMISSION

Tos Principal Staff, Washington September 18, 1952
Managers of Operations

From: M. W. Boyer, General Manager

Subject: A REVIEW OF BASIC CONTRACTOR-AEC RELATIONSHIPS

On April 2, 1952, a letter was received from the Chairman,
Joint Committee on Atomic Energy, addressed to the Chairman,
Ue. S. Atomic Energy Commission, which raised five com-
prehensive questions concerning contract policies, contractor
relations, and their relationship to AEC construction and
operations. This letter was simultaneously released to the
press. The Chairman, JCAE, requested that answers to these
questions be submitted in the form of a comprehensive report
by January 1953 in such form that the main line of reasoning
and the main conclusions could be segregated and made publice.

A Tast Force has been established under the over-all super-
vision and direction of Commissioner Zuckert to provide the
Commission's answer. The Task Force will include the following:
Philip J. Farley (Executive Secretary), Thomas O. Jones, Newton
I. Steers, Jr. and DuVal Stoaks. Directors of the Divisions of
Production, Reactor Development, and Military Application will
each designate an individual to be a member of the Task Force
from one of their respective Operations Offices. Members will
serve as individuals rather than as representatives of their
respective offices, Mr. Kelehan of my Office will follow this
work closely for me and keep me advised of its progressa

Commissioner Zuckert has been authorized to select appropriate
outside consulting assistance. It is expected that this will
include one over-all consultant of broad experience to work
with the Task Force, a panel of experts in the construction
field, and possibly industrial management consultantse.

The Charter under which the Task Force will operate is attached.

Under the circumstances the Task Force will require extra-

ordinary assistance and cooperation from many parts of the AEC
organization.

A1l personnel in the field and in Washington are requested to
facilitate attainment of these groups?! objectives. This will
include advice and consultation at all levels and of course

complete access to all relevant materials. From time to time
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these groups may ask that facts be gathered, figures be
compiled, or reports be prepared. Every effort should be
exerted to comply with all such requests. Since much of
the study involves the relationship of AEC and its con-~
tractors, the help to be provided these groups applies

to contractors as well as AEC offices.

It is recognized that operational time schedules will some-
times conflict with the inclination to provide the fullest
assistance. These groups, however, are also working to a
very tight time schedule. The Commission attributes the
very highest importance to this work and your cooperation
to the maximum is therefore desired.

/s/ M. W. Boyer
M. W. Boyer
General Manager

Attachment: Charter
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1.

IT.

IIT.

Charter for Task Force for Study in Connection with
JCAE Request of April 2, 1952

Purpose

The basic purpose of the study is to obtain as comprehensive and
definite answers as possible to the five questions raised by the
JCAE Jetter of April 2, 1952.

Scope

The report will center around the basic issues raised by the JCAE
letter, that is,

a) contract policy with respect to use of cost type
contracts,

b) delegation policy as regards more government
operation or more nearly independent contractor
operation,

c) policy with respect to obtaining the maximum benefits
of competition in all its forms.

The basic issues raised with respect to contract and management policies
of AEC may require examination of allied problems whose relevancy is

not now apparent. These topics will be explored to the extent they
bear on the primary problems and considering the time schedule herein
established. Recommendations may be made for further study of related
problems where it seems necessary or appropriate.

Report
The Task Force's report is expected to present an objective examination
and evaluation of the policies and practices of AEC in these areas in

the light of experience and of alternatives and possible improvements.
The repcrt of the Task Force should include

a) the policy recommendations it finds appropriate,
b) +the conclusions upon which the recommendations are based, and
¢) the factual data and analysis thereof which it assembles.

The organization of the report is the responsibility of the Task Force.
A comprehensive and imaginative treatment is, in general, desired.
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Iv.

Schedule

An interim report, including an outline of the methods to be used in
making the study, should be submitted by October 1, 1952, to the
General Manager for consideration and, if necessary, discussion with
the Commission. The target date for the comprehensive report to be
prepared by the Task Force and submitted to the General Manager is
January 1, 1953. A summary report suitable for transmission to the
Joint Committee is to be submitted to the General Manager on January 23,
1953, for consideration by the Commission. The Task Force should make
every effort to adhere to these dates but as a primary concern it will
have to satisfy itself that a thorough and adequate study has been
given to the issues raised.
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