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™e attached draft of a staff paper is forvarded to you for

coxments, It is prilicin-ry and ropresents my personal conclusions are
rived at oftor tvo or tarce months of study =n< nin: months of oxperience
in the Division of Feccarch, My studies have included talks with Dean

Ze Pezram of lclumsia University, Provost J, Stratton of the Massachusetts
Institute of Technulogy, Prusilent Fo Hovde of Purduc University, Dean

Xe Se¢ Pitzer of the Univercsity of Californiz, Dr, Pe E. Klopsteg of th:
viational Sciensc Foundoticn, oxperienced members of the Chicago Opcrations
Cflice, and varicus aabers of the Washington staff,

It is my hope th-t this draft can form thc bzsis of a2 quite
thorough discuscion ol the issucs involved so that after a fow wmcks
< will be in 3 position to formulate 2 muteally aceeptable pelicy,
It vill bc noted that the present draft has becn devotad axelusively
to th: wrogrm of th. Division of Resiareh, It is highly desirable frem
tre point of vicw of adainistratiion in the Fizld Cfficcs that the policy
pepcr tc broadirncd to includc the offsite reccarsh progrim of the
Divisions of Biclozy -nd iledieinc and of Reactor Devolommunt,
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1. To rr-exzmine and restale e colicr Jolloved oy the

Comaission in =ontracting for basic research in univarsities and nesi-

nrofit rescasch ins.it.tions

2.CHCROIND
2. AZiaistravive molicy used in contractinz lor basic

ohysical resenrch L. 2 univercitie:s was ercelleatly tieated in staff

ar .2C 102/3, dated farci 1949; most of tre bac!:zround ard much of

*he discussion *n thai z37er is as pertinent aow ac it wis *hen. It

e o

prascatca the lecal baris for the Comnission's offitz research nrojram;

it considaied reporis of L2 Generdd ldvisory comitiee wWalch emphasized

the countr1c a~ed fer a vizsrous efJort in tazic science to tslster

its imsocian. and Jture tbilit 1o l2ad in the Jield of atonlc energy,

and it pointec out t:2. Liere e large unclassiiled fields for

sonriduvtary inrsctigz luns “lilch can te aouronriately delecated to ‘e

Lo AY thl tizs ATC 10275 wnz written 4

ne = -
.2 vhe Jiviszion had 27 con-

tra-.c in Joree in 17 uaiversity laborateries ond two inductrial labora-

weries 2% & vlal 2nudd rate of 2,107,900, In addition the Commission

waz contrilu=insg about 4,003,20C Her amim to the Joint CIT=aZC Program

coniributing 452,300,700, The

hea niy aeed rovislon to baliz 2dapi taem 1o | recent conditicns,
t £V
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e T co-nrizes (a)
basic resuoreih. in aysiI, L iviZed betieen

‘an
e 1)

Mational Tavorztor s anl

e Lo

independent lalerazorizs and (H) anplicéd
research carried on larczly in a2 Na‘'ional Laborziorios dut to zomc

extent in indejendent laboratoriass, The distribution for 4-e urrent
/ears betveen dollars spent or vudgeted for basic rosearch at the various
liational Lab.ralories ani :fi'site is siiomm in Table I, vhicih also con-

tains the amcunts leor soplied iusearch without decignating where it is
done, Althoush the oflsite cxmcaditures arc onl™ 357 of t.e total feor
basic =

rescarch one can casily bceme convinced that this nart o the

program ic the morc preductive wih ragard o uoth the Ii:'ings of basic

rescayrch anl ths new

scicntist tho LDecuncs 4raingg

3 e Jrorrai. The

distinction betvmen anplliod and vasic reseuch is soicthalt arbitraxry,
and is interprotcd diff:-antly &

vasich -

wortorizc, “ut in gooeral
rescarceh ngs becn calle Disg oo %0 siln 2 betler
understandin- of Htic fhysic:i vorl eraase our sinc of cssontial
movledge., It is callzd Masplied® il it i3 wadertak.n 4c acvan:. somc
s:ceifiz devsloprint

--A

32zic resesrcl: Lo a co tinuing progr.a oceusy-
.‘.n odr d(‘sv <

Selul
___—..-——0.—-- — =

atists a stasle but slavly risiang 1wl 27 uplop-

ment, thereas tho lzvel of opnlied roscarch risc
———

s an?d J2ls with the

demandes of th: nrocranm,

The Distribution ¢

*,
[4}
[A]
.-l
[e]
[ %]
¢
f
]
»

- u;":‘ .ﬂld\_\.‘b 3:) 5

J-v.

Botwcon Offsit: ana ¢ Lebor .torics for the furrcnt Yoars in Thousands

of Dollars:

1952 1973 195

Orfsite bsasic

_ 2,185 89,349 210,760
Onsite basic 11,550 17,3k 18,703
Total asplicd 11,061 1,551 18,146

TOTAL A34,106 30,243 cL7,6L



-t
Ce Tho OIIzlW r.scwrch frocrm iz carricd on undir varisls

contract arrancareiis, duta dng unun s character of tiae ork, tho
Cammissionts intcr.ct in 1, and the 2uility or inter:st of th. oisita
institution to coatrisutc to tho co3is. Under the rriaciple that the
institution should garticipatc in the cost of resezrch in ihich it

has a major intercst many of thes: coatracts involve onl:s 31 nartial

nayaent o costs, including not morc than 8% of the total cost attribtuta-

ble to owverhcad, Ho figures have been compiled on the amount of

deaonstrated cost participation by the institutions tut the distribution
of numbcrs of contracts nd contract obligitions according to the basis
for overhcad payments is cho'm in Tablc ITT, which includes all the of f-

sitc projects for both bnsic and applied rescerch in F, V¥, 1752, It is

cvident fram the table it departeres Jran the 89 ovirhcad rale have ?

been nunerous,

WRLED ACEIR
actucl pereent of actral - >.reent of
total total

o overhiacd alle ancs 33 .o "1,115,607 .3
Overhozd at 8% of the )

AZC Coutrivu.den b 0,2 2,753,37h 19,54
Cverhead basic on calari.c

(Sce Table IZI-i) L3 17.5 8,105,557 <.
Cv.rhezd bascd on gross

cantrct zmount

(SCC Tabl\: T.II-Z) 19 70? 2,?9'4,181 18.5

118qtiy
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Sietribution oy rler coL dollar value of 1977 sortrisis
vith Overhiad 3.2:d on a Foreantasl of Sal:xi.g:

"Ce Of ComiTacts vrirhczt 2atc contyat o Valua
-

E 5 3,50
0 15,855
25 157,752
?2.5 1,L17,765
J$ 1,951,087
30 182,610
Ry h7,700
L2 W29
LG (0,000
L7 10,815
£J 272,290
$3 540,002

-

- IR R PR WR PO OV BT
n

_70 5C,n00
=00 50,000
Oy 22,:;’“
1?5 £2,267
?...E 1,680
180 Zyh8s
7 s P,
17 1:0,00C
~. - - - T = “mee ay L
C.R=010 She ror 1l Tormada g‘_-J-')O!OOO
3 3,105,257

T/l I27-2
LR g T4

g

Siswpivalion by Uwrher and Jollar Valuc of nactroets citn

Ovorkiad based on sorecutagc of _eiz valuce:

o gg coriracis Jrir..ead Wik Totzl 2all-r Talue
1c -
1
:;: . o ’m

27,15 "3 200
20.7 26t ,300
‘;,7 2,
uo 1,738,13C
2
Ll n2,506
Lé

8.3 15,571

W e N R ol a2

[
o

5y T5i,181
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RE LIRS

not Zay a large ~huc of W2 ccots of this wror: it ¢xld not oe dons ot
11. IV is aavaita_tous te Lave s type of rork done in - niveriity
leborzwory sine. ustzdly the wilversity ~dradr ks the Jazilily nd

tha cost of doing -2

-

wori: in the wnivercity is substantially lover tan
in a Jational Lavorutary (eecause of lewer overhead, lower cal-ries,

nd student assistince)s The Zomaission's staff ascumes recponsidility

for defining the scepe and for nanaging these contracts s excent whcre

specific resnonsitilities arc delegated to the university administration
The Carmission »ays an agreed share (usually large) of the cost-withine
a=fixed-ceiling including a larse share of the zctual ow rhead, but

thore ic often substantial norticijation in the costs by he university,

111, La.ie grogects for rocearch nceded by the Comnission Lo

acquire !mcaledze in an cssenti-l but neglocted ficld, For onc reasm

/ﬂ—-——g N n
or another it is nmorc effcctive to csizblish a large project in

ane

laboratorv than to en~eg:s saveral universitics, ecach en 2 a1 seale,

-5C txceeds the capability of the wm.versity
to particisatc on equel tumms xid it is nccessary for the Camission

The level of op-rztisa theraf

- 'ods

s gleP. e,

e it is5 ad ‘ -
to pay a larse fract '}_'75%9‘1 wit c9ste Again it is advantagcous ‘o con
tract with a wnivirsity Secass the cost is .onsidirally Selow *hat of
deing equivalint work in 2 Hiticnal Laborato"y and, as a rc..,uH. o2

srojeety the univercity ndics . important contrivution to the —wpoly

- -
—

of trained maonpowrers Frejectic in this catogory are initi-ted at e
m—-— - - -

request 9f tic Cermission to fill a bosic nced. Projeccts in this class
arc performed under & cost-within-a-fixed-ceiling contract under which
the Comission pays nost of ﬂ"c co<ts mcludin" a large share

T, Gl A S S e ¢ S, om P b

3f the
ac_w. lierevery the wmiversity may also particinate in the

costs to *he cxtent of its ability,



T Projects o supnly

-i i3 3CrVvic: or s v 1i-
I, er Ry d

rose reh Lo 2cgdre cx cifie Az = .

So2CGnd oLt o

dgevicss Thz contrastor ic oo *no s 1f-inter:st
in the work and lie is wnillin: to ;v

¢ 2t of Uil costs, Qe stoos and
. o o S B )

objcctives arc dicilotod 9y the lamizsion wiish cxereiscs Mull ncnato-

cnan
=ont resporsibility except 2s it lr snccifically delecated to th: seme

tractor, "1e con \J‘u.CtO!' i5 roizbursed ny the Jovermmoent for D12

costs-vrith-a-fixca-ccili:g includnz actual everhood

contracts of this tyoc rizhi invelve

At a2 o Wi S s Tt o

s =d, In prinsi-le,
a fce.

Tae distriution of ur2 wmiversity contracts bot.oon these
four categorics is siowr ia T-blz I,

IZIE IV

DISTRITY .TOU COF “CIITiolX SoT0TZl v

4 A

s oo Soniidei v 2JUS TTTRES OF DUIOJECT
(Joiit O=aZC Sregrea not inclided)

o= ICT

rololls 117 l II IT1 v

Yumbor af Projecte 148

Jollar Volu:
(pcr 2w (12523 ) N2,

Te The rojr= .iscuszzd in ASC 102/6 com: nriscs the
tasic sescarch nrojcets of Jiass I, Thosc Jrojucts, usually prencssc
by the ssic:tists tienscives, a2 sumiticd throuch the wmnivarsity

adninistration “ith 2 rocuccy Jur Smils to the Diviston

31213

¢ Ros.arch,

8. Tuc Loiuts for =omeic -rztion, outlinud in A3C 102/4 az a
basis for sooroval er ;cfocstion 97 a2 Class I Jrojeszl, -xrc csseniially
those now uscd in tiv ~2uinisis~iio

» of the current prasrom. 3R the
minor mocifica.lons hieh hiav: ovelved in the interin, they are the

{ollowing:

1189118
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a)e T2 gceope “nd froozkle coulridbutlisn of the propos:d ari

Lo csscntlal knovl.d 2 in = Tiold ol intor.st to the Zonmiscion,
LY.

1)
18]
X4
¥
.J
(e
(ot
e
1
w
o

n .S ond 2501t -blc,

c)e Addiionz) fa2ilitv pequilcmunts

d), Muality md nurmtor of scientific anZ studeat staisl
~v-i1-ble,

¢)e additioral crsarncl requircements,
f). Proposz=d zresent amd future budgets,

g)e Uriversit/'s contributions in facilitics, managcacnt,
staff, and scrvices,

h). Other finoreial rescurces availoble to the wmiversity md

to the departmont concerncd for orl: of this ehcracter,

9 TFirom consiier.iior o8 the rbove noints, the Division of

Research, with adviece fram scicntilic consultaats, (usuzlly thr.c or

more expcrts in the [icld, sclicted zd hoc) nsv,

te tinn, s:iiks to saticzfy
itsclf on the follovring questions,

a). Docs the ez Ifall within the sconc of “he Camissicr

directive (Scetion 3(2) of “r: As%)?

This dircctive i5 vary broad =3

the Division of Reccarch 1as wndsd under uressust of program grendth
and rostricting lovels of aperosricztions to linit th: -rogram to orojccts
=ith the nost clcarly Joresceasle bering on the immedicte ond lon; ronge

obicetives of the Commiscion,

b)e Is th. projcet wtll-considored? Eas zouns scicnt

Judgment been exercised in the scliction of thc prevlem for invastication

and hae oroper consideration becen £i.on to:

1), Thc relations of Ui roject

knovlzdge,

to the nrcsent state of

2). the tochaicel fouasibility of itc solution by the

acthod proposcd, and



B S or.weidbulisie 40 Imyiadge relevnt to

: [P, I 4 cat 3 . Wt
Commlselionts Literistn wd o3 .amlibil
N - Slam w2
C). - e~V -‘!‘- R

Dasiz o under tlo oceuriiy wancom ats rososcd to ke cst-blich 29

d). Iz <ac zvailable scicntific si-ff cumdctent to carry cut
e oarojfoct?

c)e Weat contribulion to th: supsly of scicn tific nanroxr
will resuwlt e the eamicact?

-

f)e Arc suwstentizl iwrs of noiw capital 2quiment nceded

for the succcss of the aroject, and wwsuld the cost of thrt cquiment be

Jusiificd by its inicnded usce?

2)e  Ts the wnivirsity swliciontly interasted and atle to
bear 2 reasoncbls shae of the <xinscs?

h)e It i proposcd buldget ra.sonsble?

)¢ Ts the orojeet 1icily <c be conti.m?-—zﬁ =11 its
nfiialion cam't ire Carmiz-ian e eontinuing oxpondd turssg

e are Dmds availslle?

ol S &% - - - re
12, Sinsc i ix-ord emss

wnts referred to in *a: )

'
')
0
o
E
o

FaTagramy nave conciders 1 oinllucnes, 2licugh oo autherd ¥y on ik

. - a he o
15 zpnoorristi 9 incluce ere a brizf stz

oot on G method Ly cRieh this. smmiltanés are cmsen ¢ s Lirms

- oo

[o)
L]
e

cfiraies wnderlyiz <hiir function,

N, ™ trozoszl is pivea - prelininsry review by th: Srnsh

&
- !'-.

minaticn 1s nzde o7 genzrel - Topriateacss for suppe
Fram onc to thxv. consaii<ii roviewers arc sclecied on the
basis of our opinion of thiir eanbilitics in the ganeral ficid of

-\ -

rescarch involved in the oropocal,  Jur sclaction is usually made

1189120



prgqizi

froo am rgst ps Zellomng zyounr 3

as

2y Scrior Inviocii-zt-r

cli=ztors o0 athly JXistin: comiracus Uil
havy éunsaittrated 2 hiish doesroe O cimactonel Lo sac Dfiold,
b)e I[ndi-viducls 4o hev: consul<in: contracts qith thiz

or otnzr Divisizas of e CTammd

¢)s 0Occasional individuals "-itll no specific Cmnission ~one

acctica but vho have given writtea or oral indicetion that they -oull

be w11lint to helns us in a roviow capreity,

d). ‘lrbers of the stafl of the natienal lsboratorics or —njor

contrectors “ho have cstablished “dde reoutations in the Ticld involv:

-dw

The number of rovicws choscn virizs, depending on the focling

of th: Sranch towards & siven dropusil, If we are camlotely convinazd
of the soundnuss of thc oronoc:l and iz qualilieziions of the Scaisr
Investigator, +c may only use onZ revicirer ac 2 checl: on our ovn opinlion,

If w2 ar: in dout:t concernin: i

[

wirits of the nropuszl, a larger nwmher
of rovicwers is gonerally ehweene I~ very 10w eascs “tiore a propecal
is obviously not pertincnt tn our econcimes or ic ividently tco aaiv:

for cancideration, rejcction
seensions, vhere the wwer't iz of sovicuc osuls-ancing signific-ne. :r is
andortalen throush specific =t ruest, ne addi‘domal - viw

¥=shinston st £ is nmade.
12, After a proposcl .15 z:nedted for controct by the Mivision
of Tes:arch the Dircetor £3s5ucs 2 Trocuroment Mircetive to the sppronriate

Operations Office and it negoticztrs, rooutes nd ~dministers

These contracts usunlly tak: tht form < Luno=own Particis-~iion

cenirects
and they provide for peyment by the atomic Bnerpy Comissin of 1 fix

apount for thc conduct of rosca.ch faor 2 stated meriod of tinme, usmaiy

onc yoare The agroament usually refers to the contrictorts propssal

hich lists specific items such c3 salorics, cquipment, supplics, c4
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alld-

cctera, to Lo crveril oy Wh contTucl, 204 14 azy =1so list o amzunt,

custenarily mot exmicding 8F ol i $a%2), atteit-tahic 1o indipact

t2ie The prinescd dbudgct -1so lists cintributions

<he rrojeoet ~dth thelir dollar wzluc

oty

L P
:Jvu - v-or
czs )

we
W te made by the fartisytion,

13, Ori;inally most universiti.s considered it sporopriate

to include tre salary of the S.nior Invastizator as Hart of thoiw

entridvuiion, :speeizlly if e ha® universily tenure, bat ricontly there

t.as beon 2 tendsney to include in the AECYs part of the budget nalf of

th: poriion of his salary atiributcd to —ork on the projecct, It has

al-Rays baen cuswemary to charge the AEC with the suxcr salary of tne

staler Lawestizaior, Stipends H2dd o graducte students caployad en

the contrazet have Leon xept inm 1ine with university mwlicy a
I ); and are

mally less thon those cecruing frae compotiiive fcllowships 4f

similar friedeas arc srantcd,  Studont ~amloyess ure usuclly able 0 usc
worl: done wnder the contract as 2 Tasis Dor 4hir loctorsl cissestation
ard they ars 2dle Yo camplote tle roguir.zonts for thcir degroees in the
on

seac vine tanl they “owld have necded/2 2:11rwhp, Proference has been
ciprissed oy sonc investigztor:s far the aczizment of contr-ct omlo; s
“o Wil prejese rathor than o heldess of I:llenzhins, sinec the laitor
ar: inclined w = ndepondent attituace -rd aro 1.ss :2511y integrated

into the coorinzics res.wrch wragrz:.

1ie Urclassificd results aceamplished wnder the contract are

reported through the open literaturc and thoow'h oral presortation at
scicntific mectings, Thers arc also frequent 4opinzl cenfarences, nod
roesiricted to contrictors on subjects of snmici d interest iiere cxperts

in tl\- 41\-1d CIMPIXC t.-:u‘ J.uwot Ll.'l')j:‘ oSe Wor ‘llj p VTG :-cpnrts

ers sent io the Samission lran mrojeets of tme 1T and ype IV, and a1l
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projects retort to Whe Cwmisiiun rniclly Acn termirating or ronewing
the Contracts The wnusl rencrdc iL2lude 2 Lricf SUTary of thr rvsts
achivved, a 9iblisgrapghy =& puclizntinz, nd, in the cmzc 5o r.anweals,

a statcient

H]

costs tc be covered by the contr:st, Unécr th: latost Assrepriation

Bill their accounts arc subjeet to goverrmont audis ind it secms rcascn-

able to ask that thc annucl report alro include a financial statemen:

of cstirated cosis ineuwrrcd during the surnunt centract perisd,

15, In orinciple ceatract rencmals are cxecuted exactly lixe

contract initiationss Horever, the v-luc and cuality of the -romosed

verk czn be mere objectively anpraiscs on i vasis of results alrcady

accorplished, It is therefore considined unr:ccsscry, in ceasiduring

most rensvals, to refor the ironosal e censultants, althouch this is

frequently dorne vhere ‘e vzlue of th. ~rork is in qu.ction,

10, AEC 1J2/5 contains rnc liscuseisn of the Lovel of payment

of indircct costs ncr a8 such sther “%ms of t-c contract as th:ize
bearing on Joint participcticn or tiac dioposition cof £vermment propert:

acquircé wndor the contract.

17« Te philosozhy wnderl-din: thc sresantly cst-blisn-d

practice »f Jeint 2articipation vl s:ated in ke G2rvid lmmagerts
nenorandan of decerber 3, 1749, attach:d as Apmendix AN Adiercin

Vel

i3
writton:

"Thc AEC is nov supporting :nZ #11 coatinue to suppors
& larce number of fundanental ‘resexch projecte which
arc of Intcrest to tiic reseorch institute -s wcll os to
the AZC, and whielh are 2 nomcl perdt of (i dnstitytiosts

O\l TCSSIrCh ProTiTI, it sPPw3rs prropricte in th eosc
of such orojccts that the r z.are:: imstitotion mei- a
cOREFIba~ion 0 iic coSt of il drojeet vhich is cemnisurate
WIOTILS dnteocst i tic wmin ad AN tho inctiteiients
resources normtlly oplicd to such es.arsh activitics.
IToquTlly aporomciaic Jor the ASC o suppleacnt dhe
institution's Jjunds in order 4o ¢xpand or zecclorcte re-
scarch nrojcets oI intercst to the aEC, Accordingly it

-12-
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{ be identified :rith overhead.
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by representatives of the Divisions of Sislogy and iledicine,

contimiing value %0 Lhe in

that of the senior investigator for in:

have Secn identified 'with the AEC!'s contribution,

I;

is th> policy 3l the ZT ¢ cner into sontricts '=th
the inrtituiions for Juniam:mtsl res it arojecis on
*1= buzis or j-int financial participalion, e nolicy
cf joint partizizatisn woellnot noroslly we arplicable
P2wrende of Loolicd o 20t romantic reseurch, vhere
LY XTCrc Inerest clezr

th:i e

we2rly citiveisrs the interest, of
=TI o0, Td Accordingl: the 487 wauld
Wﬂﬁ;}p‘;t ¢l con'r-cts for prezran-
Tdlic TE€Z€arch projects,n T
18.

T2 present praciice an over'.eac allowance:s alzo ctens
caac aemorandum of tho General Manager which stipulates that
than 8. of the AEC's coniribution on lumpsum coniracts chowld

This percentage was being paid by the

“Public deslth Service on research contracts at th:zt tine,

13, Following the issuance of the Genaral Manager!s memorandwm

of Deccmber 6, 1949, the liew ~or: Operationc Office :ssucd a statement
of grownd riles, attached :s Appendix "2, for the ncgotiation of basic

research contracts based upun recamroniztions of 2 conference attended

-, apmt
nesonoeh,

tae Jeneral Ceunscl, the Now Yorl: Cperations 0fie. s 2nd the Chicazo

Cperations Office,

20. Since equipmcat purchascd wnde: a contract nay bYe of

4

stitution *thisc items have becn prolercntially

identified with the institition's coniribuiion, "#ilc salaries (cxcest

2 acagerniz yeop) w2 other costs

In czsce vhore

governmont fmis have bocn used to purchase capital items the title to
such propcrty has ofton becn transfarrcd to the institution upon
ternination of the contract il its porticipation ia cozt Dayments has

been caamensurate with the dc:_)rcciatc@ value 28 ¢

<X the cquimpent and if

for other rcasons it is impractic:ble for 4nc ABC to tako cusiody of

the equipmant. Transier to the institution of title to prop:rty purchased
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under 4h: contract "=5 ricom.cndid by Ze fo Troviridse in 2 arorondwm
to the filcs dated Felruary 14, 15850 »l in = dro’t =imorandum to the

Manag:rs of Joeraticns, datid arril 17, 1953, U :
by the Chicaro 4‘_.___3,* ons Oflinc on tial grownis 4.2t the disnosition
of cquiment is 2 supjcet for ncgotiation dotimen ths 0ffice of Cperttdo

and thc contractor, ind thc determination of the terms should f:=11

yithin the responsitilitics of the sanager of Cperations. The Chicago

of fice racommonded that the ®"poliry »f rcquiring the contractor to make

1 contribution surficien® to cov:r cverhcad (less 87) and capital cquip-

ment be cmphasized morc Strongiye" (TUX May 23, 1550)¢ The policy was

finally fornslized in a mcmorancun, Agpendis: “C," fram the General Lanager

to the Monageors Operations “hich nade tho anzg.> of Opcrations rcshons-

ible for determining whether it is in the best intarcsts of the Govermn-

ment Yo 2llov the coutractor to talis title to the cqui;ncnt. This

mcmoranéum onphasizes the importance of thoe rosidual value of the cqum—-
mont as 2 factor to be comsidercd in the doWrminction of the 1ol of :

the ASC!s contribution to thi projcects Therc is, howcwver, a '.'rldcspread

fcolle cithin the Cormicssion that tho bust interczis of the Govrrm:-ﬂt

P - e me e Ny

SRR e - -

and of th. upivirsd tz -5.11 bc _sirved - "-n r.‘- cq\. =t is 1..-t 1t.h

" S
R

the wniz.rsity to fester its futurc independont roscirch ~fforts in ficlds
e i )

rclated to 2tonic encrgy.

21, In thc report of itc Zourth mceting (Junc 1, 1947) the

Goneral Advisory Cumittee recommonded iiiai “Proju.cts should be given

espeeially favorsble con.»icbr':t:.o" in vhich there is sam. local or none-

e w e b e T O

govcrmeantal support, in 'hich tn\.n.- *s 2 p"st. racors of *cniyv.....cr't, and

in \‘:hich th-_- Comission is not -.3ked to initizie “holly now entorprisas.®

Four yoars later in the rcport of its tunty-sixth mceting (May 11, 1951)

tho Gonorel ivisory Comiittec 2dded the follosing seggestion: "In the

£icld of basic rese-rch the Cammitteo noted th-t rilations with
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univirsitics on fundan.ntl rescarch -ontracus have had 1 clment of

discontcnt in strikinz contrast to the Seovailing relotisns ik the

Of fice of llaval Toscorch, The Cormitios 21373548

th-* msre gar.orous
contracts incluiing full riisburciment of cocts, o :stiilished o3
norms,"

22, In a mcmorandum *o the Jonaral ~anager, dated Jima 18,

1951,
vhich is reproducesd as Appondix "D," Dre Ko Se Pitzcr st-

ongly protesicd

the rccamcndation of the Generol Advisory Cammittec and ecalled stienion

to the responsidbilitics of managenent that —ould £-11 upon the staff of

the Cammission if 1t were to bear the full costs of wniversity rescarch,
Hc also deplored the cffoct that o Policy of full rcimburscment of costs
w7ould heve on other sourecs of univercity suppart an? he rccmmcndéd
adherence to the principle of jeint narticipation,

23+ Mony other govermeont agoncies have legislative authority

to suppert basic rescarch in universitics e sther institutions wndcy

verious winds of agrcements, Thosc wr: su-marized os of Jecarber, 1550
in 2 rcport to thc Prasidcnt by the Interdepartmental Carnittec on

Sceimntific Resecreh md Devclomnents To the axtent dlowved wder the

lacruaise of its zpnronriations tills, the Commissionts dractices 2o

not at variance vith the very scner:d rccerzmindations of this report,

In vitw of prossurcs from the universitics the Interdepartnentcl Coan-

mittce is now organizing ¢ subeamittee to consider the proper level far

payment of overhzad on cantracts for basic riscarch,
2k, A camittec of the Amcrican Socicty of Enzincering Bduca~

timnn has been considering govermninte-sponsorcd res:arch fram e point

Their raort, Appendix og,w E\?@ws
rocognition of full costs Ancluding overhczd for both b

B mw e neama,

of view of wiiversity manzgement,

asic and programe

matic rescarch, but 2llows that optianal Joint sarticipation a2y be
TSI BT e e e tmew A w LW - . R S .
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mutuilly desiradls to hoth thoe institution and n. Caxmiscion,.

2%,

On a2y 20, 1952, T, W. Lillic ro-rosonted the Divdsion of

Research 2t an informal mocting =t the S2fic. of Crdnancs Rs.ren,
attondsd by Ae Cuy, Officc of Orlranco Reeocarch; €, T, liirzic and
Julius Harvood, O{fice of liaval Recsearch; and J, B, Johnson, Office of
Air Rescarch, In ~cmparing th2 nraciices of th: v-rimus ageneles cene-

cerning such questions as thc basis for pyment of overhrad, cyment

of scnior investigators! salarics, ani joint participation in coste, It

was appcrant that the AEC was tic only ane of the agencies represented

* —~ e

which did nct pay full owerhecad an all contracts, (n tic othor haad,

- S oy v -
-

—— TRl 2O IS

AEC vas the only ajcncy vhich customarily grants the wnivorsitics title

to cquiment,® In regard to pament of sentor investigators! salaries,
A A & urt o

the other agencies had csteblished no fim policy, although it apncared
that ONR usually paid acadenic year salaries to scnior invectigators
on only 2pplicd projects, vhercas OOR and QAR p2id s:nior invostigator
salarics as requested by fhe wmniversitizs,

26, At a confircnee at the Hatien-l Seicnee Foundation on

August 6, 1952, E, M, All:n of the Nationzl I-stitute of Health (Chief
of the Division of Tiesesrch Grants) rcportcd that HIH is raising the
allomance <n its contracts to 157 as 2 restt of - study including

examination of accounts of about forty of iis contractors. The YT

has 190C contracts ihich w7ill be aifected by this change in policy,.

*me Militory Departmonts arc spceificclly autherized wncer HLR, 1180

of thc 82nd Cengress to make roscarch contracts for rescarch and develo
ment vhich provide for "the acquisition or consiruction by, or fumishing
to, the contractor of such rescurch,

devcloamental, or test facilitics
and cquipment as m2y be determiced by the Sceretory concorned to be nCSCS-

sary for the perfoniance thercofs Such resecrch, dewclomental, or tost
facilitics and equipment, indluding soccizlized hovsing therefor, may be
cequired or constructed at Govormnent cxpense, and aay be furnished to the
contractor by lease, loan, or salc at fair valuc, md vith or without
rcimbursenient to the Govermment for thc use thzireof,®

1189127
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27, Thc situation in Gr.at Zritain with resncet to Govermment

assist.ace to universities for research and cdusatisnal actiritics has

2en doseribed by He e Jcdds, T M. “2cker mnd Lindsay Rogers in a

rceent book publishcd by the Colwbiz Univicsliy friss, Althous: the

situation in BEngland is unigue zmany o the problums arc common with

these £2¢cd in the United Statcs,
DISCISEZCH

28, Gonerzl Objcctives. e policy underlying the definitian

of scopc of the offsite basic rescarch nrogram and the terms of the cone-

tracts with univorsities and rescarch institutions cngaging in that

tyoe of rescarch should be bascd upon n recopnition of fhe Comnissiqn's

PNt Sl

nccd for the findings of bc.sic rescareh ...nd for trained scicnti.n.c

TR BB @ A W A g S

manpowCr, bot.h of —rhlch are prodm_:ts of the wmiversity scientist vorkdng

in his om lzboratary,, Th2

purroscs of thc policy should be to encourage

interest an the part of the universit:-ts stoff ana siudents in ficlds

cf sciince rclevant to the Cammiscion's objeciives, and to expand the

present level of, md thce futurc capatilitics for, research in the

wniversitics in these ficlds, T th:a_\: <nds the policy should recamend

conract terns and 1levels of payment which will pramote the continued

willingn:osc of the wniversity to accept ABC rontr_cts and at th: sxme

time Will f-ncour:gﬂ the univc-rsiw to sontinue its oun »rogram of

i.ndc.pe"xdcntly not‘v:'.;ed rcsearch under hopéfxﬂly i:;crc:..sin";v ]Ze?:ls nf

mw'w

privatc support, Idedly the policy should b¢ simrl: in statcment and

ancnablc to wiforn intcrpretation in the ficld o»ffices. It should scak

s wnralistic, ond sabjset to

Anong th. indefinsh1e corcents vhich!.

‘o avoid conzipts thich arc indefinit.
wvidely diffcrint interprotatian:z,

hove introduscd ceniuzion into the prosent practice zra: ) the rolative ’

interost of the Camission 2nd the instituticn in the wo:k (shcther it(

)fa
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9
1s progr-mmztic or non-prograrmatic), *ho doll-<r welu. of the vnrious
wys in hiich tic institytion contributes to tha
N
principls of jeint pirticipation, -nd th.

arajeet ¢ides the

rasidual wlu of 53-clialized
rcazareh cquimmont ws-d on the . S AR A TR SL Oy t.rzinatizn, The
ey

14 not L. no uze of s of th-- -~ .
Poliqy 5333.:133_‘ i 7olve the usc of any ;_*{.--c ¢:ncepts.
29, T2 nolicy she:id also scck, as far as possible, to

e aveid
P L P N N - S
controls of th2 acidmic policics of the wiversity xd it should not

lcad to infringemants upsn the wmiversitics? troditims of solf-

dctermination and ~cademic frecdoms Thuz, the Folicy sheidd not concermn
————— ro W O - :

- i

itsclf vith objecctives, hovmwer desirable, cuch ac that of

forcing *he

university to rcorganize its program to include a0rz rescarch or that

of inducing it to mrcss horder to find privatc sowrecs of suppert, It

is too much to expcet that therc will “c no inpact on the balanec of

activitics in the university as a rosult of the Cazsissionts contracts,

but most of thc intirrnal problms associated therewith ecn be botter

dcalt with by thc wniversity adninistration thon by the Gevermrent contract

negotiator, Howkver, in i-norinc the univirsityts intomnal problons

- the Camission rust also rcsolve not to be ceacarned if der the
/ s undacr g e]

, t‘-ms \
v of its cantruets, i wserunulous university suceceds in adopting practices \a \"-
vhich, Wiough logal in the busiress world, cre rogacded s disrzputable ' -

in academic cirzles. It scms inapprooriate for the Cxrission to attempt ‘ ‘::""t

to regulate sueh behavior, but if it wished to do sgit would be better o

i gt.‘.
to act through failine to rencw the contract rather than to sock to
establish policics decigned to provent aisrcputable scadueic practiccs

througl. zonditicns imposcd in its contracts,

TE R0LE OF SASIC RESEARCH I TR ATOLTC ENEICY POOCAN

X. The 2wuthority of ‘ihe Comission to D2y Jor basic roscarch

through contrzcts ith offsite non-profit institutiors dcrives frog

2 cither of t70 provisions of the Atomic Encrgy Act,

1189129
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na progron (rolated tec ztumic cnergy) of assisting cnd fastering orirtc

rcscarch and developnent to cncourage maximam sciontific prozross"
authorizes the Cxrission to 2c3ist an instituticn in conducting a project
of interest to itsclf; vhile th: provision for - procran of f.der-lly-
conducted rescarch and developmont to assurc the Governonant of adequate
scientific and technical accamplisheent® 2llows the Camission to arrange
for the conduct of roscarch which it focls is nceded in the acconplishe
ncnt of its mission, In actuality most of the basic rcscarch that is
now contracted to the universitics or that is 1likely to be wndertaks
v" by thom under thc program can be justificd with ncorly oqual volidity
under cither provision, Thesc contracts provide broader opportunitics
for the kind of rescorch th: wniversitics like to hawve in their progran

and at the sme timc they bring nceded kmowledge md frosh nanpower into

the atanic cnorgy programe Under cither provision of the Act the off-

site progrom vould be the same but the language uscd to Justify it wuld
\- ! be slightly differcnt, and its essentizlity =ight be cifler:ntly appraised

in the various cchelons of mancgemant -nd finanee in tre Govermant,

Mcrcover, it is ncecssary to cousidor what decp-rootcd offoct the stato-
rient of purpose mizht have on the futwre charactar of the orogr:n and the

policics and proctices used in its adninistration.
3l If on thc onc hod the C“amissian wre to ¢2phasize
massistance to indencndent regearch® it vwould assurc itsclf of = broadly

conccived progrm, but the program might.ba.criticized by nenagaent and
by f‘ongrcss, _nd reduced to crippling levels of support, on tho grounds

-

that it may be uncsscnticl, or that it lacks purpos2

e T - - o, W T

o o plann:l.ng.

LI PR NP R -

On the other hand it should cvd.u:te thc donger that 2 prosran deseribed
as *federally-conducted rescaren® nighs be too narrosly econccived and

- rcduced to spuclfic projeets too carefully plamncd and too closcly

1189130
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shaped to the Carrissionts Lmedlatc purpos:c.

32, In wighing thc pros and ~ons >f this fundmcnt-l issue
thc Atxic Encrgy Act and the structurc of th: Txridssion scen to pro-

&

vide 2dequate safcoucrds for a broudly conceived and formmrd-1zoking
) _ T :

progra= wider cither interpretation of its autherizztiorns Onc may incdoed

-o—— -

~ have confidencc that the prozr-n dircciors will be sclected Sceause

of their vision and abllity to forcsec possiblc fulurc requiremente

beyond the imcdiatcly pregsing ncods, Therefore, thore is Uittle risk
in cst-blishing a policy undcrlying the offsitc bacic rescarch progromn

bascd upon the asscriion that these contracts ar: for work nceded by

the Cxxnission to attain the goals g_c_!:._ forth by the dasic legislation

at a rate consistont vrith the lovel o_£ currcnt cppropriations, Under a

policy foundcod upon this stotenent of purposc the Cxmission will find
advantages in being able to state that its funds avc beinz uscd only

for projcets relevant to its mission and that the mescarch it is con-

ducting 15 csscatial to the accomplishmont of its ziscion, Morcover,

the scicntists in thc universitics will fecl rore sccure in the con-

tinuing support of their vork if it is madc clcar that the Comrission

nceds it, I¢ also scaers desirable te cstoblish o pattern of thought :

in tht Sovermment thet the Coarnission is not ucurping or overlapping

thc athority of the National Scicnee Founda-ion, “or is in any sonse l
fulfilling the inportant function of financing frecly notivated rescareh

in the universitics vhich the National Seicace Foundazdon was set wp
to perfum,

33 tic_:i.:_uhfr"nccd the Camission change its ncthod of
initiating pro

~ —

jocts on the rccawmendation of the wniwersity scicntists

if this interpretotion of purposce is followods These scicntists arc
often the forcnost authoritics In their ficlds so that it is

1189131
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‘scicntists in both the onsitc and offsitc laboratcrics.

USRS

emeE.AL AR A ¢4 GREES

~22-

appropriate that thoir reccormenistions

should e sought. Furthemore,

thedir propesals are 2lways referred to othir cxperics for cv-lustion of
their relovance and ~orit bofore being aceepied fir conirazt, =nd after

ve ey
acccptancee it can always be affirmzd that the -or':

and on torms nost faveorable to the Gevermment,

3, In tcking the position that it contracts only for needed
rcsc.-..rch the c«-mssicn sho

g
..... the Cormission showld dnterpret itg.nceds hroadly apd dzaginctivelys

--us\-'

and rcliance should be placed on the visian and insight of the working

For cxanple,
werk will be required % strengthen the foundations of nuclcar scicnee

and tcchnology, thc store of basic information rel:zvaont to atamie cnergy
vill have to be increascd, possiblc ncw cpprozches tu the relcsse or
utilization of 2toric cnorgy nust be investigatcd, anturizls of possible
uscfulness must be developed and their propertics investigated, e
Camission night cven find that..it. necds to have cert:in scicatists, or

sciontists with ccrtoin srilities or int.r.sts, thinidn: and cxperincenting

frocly in certain ficlds, In th: £icld of hizh cnergy “he requirancnts

w11l be based on the realization that in every branch of scicnce progross
has depended on getting 4o the reat of the mattcre Just as pregress in

ncdicine wes nade throug: the study of bacteriz md viruses, -nd in

chzmistry, through the detziled investigation of nmolccular structurs -nd

the propertics of %ic cloetron, so in nuclocr seicnse o —ust cxpect

to have to undorstind zcsons and the forees which act botween nuelear

particlcss In all things an undcrctonding is roquired as a basis for

devcloping the 2pplic=tions, Hence when wo g2y we nc.d basic rascarch it

is not 2 travesty cn the meoning of words, Morcover, in dcfonding the

progran it will not bc difficult to show ~hy cach projeet is needed,

1189132
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IME ROLE o7 T AEC COUTRACT I THE M IERSITY PRoGT

-

35, & contract not only satisfios - foed of the farsission

but fra the ooint of vior of the nivercity ind the sciontist it h-s
scveral attractisns. It cives “he scientist an :xpanded opportunity
for creative reosearch to devilop nov xnovledge and the coans A= reby

to followr up didcas ith cxporineats ar ezleulations, It is tro s

for porc abundently satisfying his inwmpd urge for intcllcetu

21l growth
and developront, It also providcs means for Sncourzging

studcnts ¢

continuc their cducaticn znd to speeialize fn the fic1d of the contr-ct,

First thc studentts interest 4s attracteq by the existing activity vithin

the project; his confidence in the future of that fi:1d is bolstored
by the show of the Cormissian's Interest; md fin2lly the contr-ct pro=

vides = stipend to cover his cincnses. The cnlarged graduatc student

cnrollzent resuliin: fron such contracts appcals to the university as a

greater opportunity to aske seicntific Pro3ress, to praiote the intcl-

lcctual 1ifc of th: natin, md to satisfy the growing nccds
sanpower of our highly tchnical civilization, Studonts

nbers arc desired by th: sciontist

for traned
in larger

tceause they bring to his work
a nere lively spirit of progress which nakes his sitwation morc
Interesting,

36. .lthouch ™ spoalc o7 rosearch as anc of the nomzl functions

of a wnivorsity, the regular sourccs of uwniversity incamc arc usually

inadequate to provide cssentizl cquiprent and assistmec, University

rescarch has, thorcfore, often been sustained under conditions of cxtrene

frugalitys In many situations rescarcr is regarded as a privilesc,

rather than a regular duty, md the universityts contridbution to the costs

is linited to the sparc tine of the teacher ond usc of laboratory

spacc vhen it is not nceded for classes. When a £ood rioscarch nan is

11849133
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:ddi<ism of funds far cquipent
and ascistonse eun make 2 vast diffcrunce in his prodvciivity,

f-umd in 3 situriion of this kin? 2 a2l

This is the
kind oI a situation in shich the univirsity is wndersupnorting resc-reh,

and 2 contract for partial rei-bursement of cxxnscs cnzouragss loeal
suppert frem the adinistration and holpns to give rcsearch a recognized
placc in thc university progran.

hewever, nency alonc 1l not cstaklish

rescarch on the cxpuse It must also have the support of the wmiversity

addnistration in recognizing rcscarch as an important carpus activity,

in proriding adequate timc and faovorable conditions for roscarch, and in
sctting the standards of s'cholnrship for thc acn it is illing to appoint

to its fculty, The ostablishnent of rescarch is o long slow proccss,

but oncc established, 1t has considerzble vitality and impctus to

cxpmds At the present tine it is the large ®wllecstsblished university
research centers which are nost cager to cxtend their activitics in rescarch,
and, of coursc, thosc crc the placcs that con Be of groatest service in

the Carmissionts rcscarch progran.
G

THE PRIVCIPLE OF JOINT PARTICIPATION

37, 1If the Camiscsion has = recquirecnt far the vork wndere

takan wder 2 controct for basic resiirch, does it £ollow that it should
pcy the full costs? Certzinly it 'would be justificd in doing so, but “he 2
fast that the university alss has an interest in the ovroject indicates

that a jcint participation in nccting the costs a3y 21so be recasomablc,

Mary scund argurcnts™ have becn advanced in favor of the wniversityts

* sxo of thesc arguncnts arc listed here as suggcsticns for whatcver
an. nay wish to nake of thenm.

If the miversity has its oin noncy in the projcet it w1l be
conducted with due regerd for cconmny,

Insistcnec on undversity participation vill prevent the

university fran getting into soncthing it docsntt want because it costs
nothing,
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participaticn in t-. €55, wnd gme tinis the - o ~3wints havs boon
nisceonstrued ~s sippirting the vastly Qd:ifforent Propisi‘dicn that the

Governnent sn:uld Sare: the wiverzity 3 nake such c:ntributicns,
E-th in this coun‘ry and in Bngl-id, vhere univorsi ty Sctivity including
roscarchyis 2lse hiavily supnerted by public funds, there hzs been cene

cern on the part of both the goverracnt agenciss wnd the universiti-s
for tae advers: afficts of govarmnant grants on the freedan and inde-
pendence of the uwniversity progran, If the governmoent P/S the bills,
w#ill it step in and run the Progrn? In this country we o 23king
oursclves:

i1l it help to prescrve 2utonany if the wmiversity is fapeed

to pay a sharc of the costs accerding to the Jrinciple of Jeint partici-

pation? Therc is m wdirlying conc:rn for the future of the wniversi-

tics in both countrics that there vill bc an incre:zsing aierancss of the

hand of goverrmant in their intcmal affairs, In Englang the gravess

The university adninistration 411 hold th: projeet to reassnable
size if its own ey i3 involved, or +ill tcrainate ths projoet vhen it
ccascs to be pranisiae,

Insistonse wn jeint participation vill holg the projcet to 2
sizc cormenswrate with the university's finaneial capadility to cantinue
if govermicent funds arc cut off,

Participe:i = in the eosts by th: univs

rsity 311 cnable it
to retiin cantrol,

The wniversisy should participate because it h2s a rosnonsi-

bility to conduct rosiarch,

The wmiversity has an interest in the mroject and would be
conducting it on 2 == 11-p sc2le if govermnont funds wore not availoble,
Therefore it shald eontinge to put in its nomay effart,

3y paying sitc of the cost the university <111 be 1-ss liable
to scrutiny and inicrfcrencs by th. Governnent,

The wnivirsity should perticipat. in the one

Tating costs in ?
order to camm 2 right io the property after the projec

t is terminated, <

By insisting an 2s much participation as

the university can
give, the Comisci:n 311 be getting the most for

the gsvermoent dollar,
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fcars have been folt in regard to th: influcnec of the Dmds s-rmark:d

for certrdn programs. This is grvemicnt control thivush s-l.ctive

support, Of 211 of their methods »f support thes: s nost clissly

analogaus to the AEC!s support of of{sitc roscarch, In bath ccuntri-s

the fecling as He e Dodds has cxpressed it with rcgard to England, "is
onc of aix.d confidence and apprchensicn in troportions varving with

the individual," but therc is littlc cvidenee fer dircet Goverment
intecrvention,

38. In the MEC contracts, homver, thorc is onc aspect of

tho insistence on joint-prrticipatica vhich, if it wers effective, weild

give the govermucnt 2n undesircble and wnnceessary control on the

university pregran.  dhen the Camission insists on joint participatin

2nd at the smic dnc sclcets the proj»cts ‘or suppcrb it not only care

LRl PO e T A Al

2 narks its omn funds but. i* also scc.ks to put the sanc ca.mmrk cn priv:tc

funds of thc um.v.reitr' This i3 governuent ~ontral of the progrm by
e ——— Yy W ¥~

cocreion,

/

In spitc ol this cospect of our joint participati:n csntracts
there have been aluost no compl-dnts, Bither the university is cager

to truly participatc with itc on funds o the extent of our insistonec;

or it con casily docunint the reeord to show sctisfactory joint portici-
potiom by cxicniing thc scopc of the projcct to include sencthing it is
already doing or intends to do amymy; or the Comission backs down by

nct insisting on a showing of jeint-particlpation, As & matter of hmest

fact the itens vhich any wniversity can 1ist mong its contributions to

the costs of a progran arc lcgian# tut it is often unrcalistic and

ncaningless to ~ssign 2 dollar valuc to tham, If thcsc contributions

.

vere not aJ.n.acL/ rcco;.rizcd the university —ould not be considercd as a

— e "

ccnn‘actor\& for roacarch,

39, as the practice has developed joint participation is
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. }sup_]_lv satlhing for th: rcecrd rather th:n 3 read conditi=n of the
\’ co

M fusi.ng and vorue, It is Aoubtiul if usc of th: cs
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ntract and for thusc ho have tricd L, talc it scricusly it is con-

sneept has any real
é{xrct cn the leov.l 2f work don. in the fi-l

1f thc contr-ct £

sf the contract, for,
_ilu:l t> acntion joint parti:ipation, the scicntists
would still be arec tsing the univer rsity for norc adequatc support of their
worke Even if a pclicy of no insistonce on joint participation. should
rcsult in vithdrowal of wiversity funds from tho ficld of the contract
this night have the desircble result of bringing the university progran

intc 2 bettor balance betvocn scicnee and the hunanitics, or that of

giving the university the unfottcred opportunity to support vdth its

om funds scicntific work vhich it considers inpoartant. At loast the

wniversity would have cantrol of its «vm funds,

k9. Frx thc wording of the General Managerls acnorandm of

December 6, 1547 it ic clear that joint participation was intcnded 23 ameans

af supporting rescireh projosts "hich are of interist to the rescarch

ins@tuic as voll as to the [ZC w:nd vhich arc = nem-l part of the insti-

tution!s o™ rescoren progra;m,” It was conccived as a deviee to prevent

undcsirable distortior of the university rcscarsh progren through the

Pl-cing of .EC ccatracts, and nct 25 the mcans, vhich it is bieming,

of cocreing the universitiss to emnit their o funds to projeets of
intcereet to the LEC,

DA, G’ BT S . T P ¢

The fact that the requirient fo* Jdnb-pa.rticipation

“N .-

can be 57 couily exd..-s wrped ig no Justificgtisp for Ats coptinuanca,
and,\md..r thc philosonhy that th. Comissim is copiracting only for-the

rcsc-xrch wh* ch i.t nccds, the use <L the conccpt of joi.nt. p".rticipatim is a

positive cangcr to the wdcpcnc.mcc of ths mi.v"r it.tcs. Bceause of this

el
. ety
P e

SPEATSocuse 4t 45 wircalistic to appraisc the dollar valuc of the

universiticst! contribution it is recomcndod th-t gr‘int Eucimticn be
P i ity

discontinucd as a basis for controet negotl...tim.

R TET Al.a

ARG IR o yt ~ g T ‘h"! -
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L1, The cirnir-cts should spccify what itums ~re te be poid
for out of funde providcd by the Cornizsin and thesc shi.uld r:preScnt.,

insofar as poscible, a definite rescorch project comprising ealarie 3

overhoad, supplits, cquipnint and other :xpeonses andyh-ving 25 its pro-

duct, rescoreh findings in 2 certain arcz, IHowever, it will be rca.lizcl

that nc sharp lines of demarcation can or should be cctablizhed within

a university which scparatc onc project from anothuny and interaction

and cross collaboration betwcen prcjects is beth desirable and wnavoidsbla,
Therefore the contract should nrovide the wniversity with discretionary
privilcges in deternining vhat itns within the xount of the contract

are chargesble to its Ilup swn contracts bascd upon p-wncnt of full

el el M, - o St

- BN B ag P ot AT S et

costs of the itans attributable to the controct are recomrmended wherever

PADENT OF OVERME.D

h2. Indimet costs or overhcad arc 2 wll-rocomnized iten of

cxpensc in conducting rescarch., oy mcr-_sy in rz,gc_rch activity re-

- — [P,

.,ulti.n., fron an .EC confract with o university carries vith it an incrcase

— - te - e . e

in costs of op:rzting thc administyation =nd bugincss office, of operating

'md _adnt-inmg the .mnn.rs* ty pl"nt and liorary, ond of thc preniuss for

- o

¢oployces! cnnuitics and group insurances  The netind of canputinz sverhcad

on rescarch contracts =2y vary from onc university to another but many of

thc universitics hove adspted accorunting procedurcs vhich confom with the

principlss cstablished by the so=cclled Lills Formula which wms "directed

specifically to the prodlez of crcating an equitsble accounting under-

standing betweun b Covernment and cducation-l institutions * . . , in

perfarming rescxrch znd/er developrent contracts far the Wor and Navy

Departzonts. These principles are outlined in a bulletin of the U, S.

Wa Departnent, dated Jugust 1947 » cntitled "Explanation of Principles



9=
for Deterin-lion of Ciosts under Zovernaunt Rcscareh -ne Devil-pr.nt
Con'racts with Zduzaticnl Institutions,® The 4ills Forrulz is an
atterpt to istdiiatc the actuzl indircet cost of risc-reh L the uniarsity,
In thisi universitics s*tose aceouniing praciices confor. with the principles

of the Mills Farmulo it i3 reerocnded thot it be uscd <dith SEC emtracts

3s an cquitable estirmctc of thesc costs, Hovwewver, it should be mzde elear

th2t the proscnt study has pot bom encornid with the Cthods of carputing
\ cverhead and there is no implication here that the Mi11s Formul: has =o

\ virtuc than thatl it hos been used extinsively for five yoars -nd is wll
undersiood by nany instituticns,

DISPOSITION OF EWIRENT

43. Under the proscnt policy which is bascd wn the Gencral
Hanagor!'s nonerandur of June 27, 1950, the respensibility lics with the
Hanager of Operations to detomrine in cach casc whe ther it is in the

best intercsts of the Gowrnrent % allsw the centractor to take titls to
-quipnent, This his nos.d a d:.r;_xcult lcg 1 qus.su:n f r th: Area

2 Gifices
vhich has ususlly b\.cn res 1 'ed on 3 strictly financi-l basis accordirg
to vhether the sontracter has pail dn to the sporation 5f the crojuct o
=ount cquel to . valuc of tac Sguixont or nots In fict the nums-
St " e ” °
rondut states thet min normal cirewnstances the contrzctor should he
required to con 'rivutc to the srejeet an anownt at leost cqual 0 the

the @cprwiatcn_l? valus of any equipeent to vhich the institution will

zcquire titlce" The nemorandun alse crxpresses sarc concern 1ost the

aet contribution of the 1nstitutian to the Project 2fter it has acquired

title to the \':»ropcrt_,,r shculd turn st to be, zoro, nd it instructs tre
o L A e A

centract ncgotiatore both in Wackington ~nd the ficld officcs to usc

the retention of titlc to the cquimant 25 a bargaining point to foree

the institution to incrcasc the lowel of its Proposcd contribution to
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the prajeet wmd wrus to sceurs Zor the Jov.rms.nt the —ost fin-nci=lly
advintzgoous propesale This pattern of rcaseriniz has onter.d the acmc-
rondw in spite of its promtbl: “hich states "that in many cascs it is in
th- bast interist of t.enc Covirmt:ent and in the furth.ronee »f the pur-
ncsze of the tamic erzy fet that the eontractsr rathor than the

Gevernmmens toke title to cquipment,®

Lk, The value of the cquipnent to the invastigator has hucn

an icportant wnd copelling consideration ip purpetuating the. cancopt
of joint-participaticn, an<d if the Cxmission abmrdons its use in econtract

ncgotiation 2s recamonded in the lorcgoing discussian it will be noccsscry

to find sanc other basis for Il_y_g‘:‘._]_.]’.y&tr:gzgf_\_:n_'i.ng title v cquiment pur-

e

chascd under the contraghs. . It has boon sugsested that the contracts should
providc anly for salarics and supplics zand not for capital cquimant but

in vicw of the ncture of most university participatin and its infloxde
bility such a polisy would incvitably be o scrious impediment to the

resecreh pregram, Jnothsr possib lity is for the Coviesion to rotain

titlc 1nd loan the couipmmmt to th: university or to rave the cquipnent

to a zovernnent archousc, licither soluticn 45 realistic, Usually

the univireity will be continuing res:arch after ssntract tormination

3 QoY ow 1y @ - amd angt T 1Bt e o H
aloag lines simdlog S 4aosa f th: coptract anc the cauipnent will be
of aadoum usifulness _to both jovirmment ond univer

is,
m—

sa.‘*._y 11' _._ch_Tt vihere it

I tac Sovernoent were to rotain title it -ould boeona involwed in

2 c.pplex and accningless accountebility, It is hercfure recarernded

that title to proporty be tr-onsfeorred to the univ.rsity, whon

it is
e 4 e A RV T T TPYIAY 1P Wittt iy . T P Ry S LWV S e

obvicusly in the best intircsts of the goverpoeot to ¢o sg, wnder. the

Z authority vhich ¢hc Cormiession has fran the provision of the iet for a

\ pioogrx of assisting ond fostring independent resc-rch,

LS. It is in fact becruse of its intercct in fostering the
independent rescerch of the university aftor contract tominstion that
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the Carmission docirss to l:ave the cquigncnt it %k university -nl
belicves that this course is in the best intcerosts of the Gevermmant,

It is rorcly mzningful to 52y, a5 w2 o now, it the university hac

/ pcid into the projuct certein suns of concy 2nd hzs thorcfore bought
. title to thc cquiprent.

'{,.rt\"- L6, It should be left to the discretion of the Manager of
Opcrations to detormine whether it is in the Govormment's interost to
,1)' : transfor title at the tinc of purchasc or at the termination of the
! contract, ~
&'xL';RIEi FEL'&E.'.BL_: 170 THE CONTR.CT
L ’_—.‘ L47. Because of ac.;dmic freedans 2nd the sbscnee of line

rcspansibilitics in the organizational structurc of a wniversity the
Scnior Investigator is usually grantcd ccnsidersblc cuthority in the

ncgotiation and conduct of a wniversity contract for basic rese-rch, It is

thcrefore qucst;:n..bln that his salary should bc chargoable to the con-

tract in vicw of the interest he might be assu-zd thus to acguire in
perpctuating the contract beyond the timc then it ecascs to be productive,

Furthormcre, sinee the 1level of his salory nay donend upon his verfarmance

.f the contract, the Scnisr Investigator nay find himsclf nesotiating
with thc .EC insicad of writh the univirsity adiinistrotizn for szlary

incrcascs, Undcr the prescnt policy the suwner salary »f the S:nior
Invostigator is usually charged to the contract =nd rceently hclf the
portion of his szlary attributsble to werk on the project has freocuently
been included,

L8, .‘.lthcugh h it is rccognized thnt the Scnior Investigator is

ontitled to a salary fﬁr sumer work beyond thet poid hin by the \"J;rf .

univcrsity f:r his ..ark durin,, the acadenic year, the university shﬂd

be asked to make tils pumente If 1t 13 inposabii Far the wiversity
L, GLLEEDPERIS B i O, S ——
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32
to pay the full s=lory of the Scnior Investizater then scic other

represcntative of the universi %7 shoulc te designzted 25 being in charge
]

of thc contract and he should =ssurc rcsponsibility tc the Commission f£-p

thc conduct of the project,

IE TRNSITION 10 IiE NET POLICY
L9. Since no additional funds havc becn budgeted to cover
incrcascd ovirhcad paynents, it will be inpossible to incrcasc the amount

of the contracts which have beoen nade on the basis of Joint-~participation.

Thorefore, the transition to the new policy Tl st most involve a

different listing cf itcms to be covered

Rl LRI A K it S W TR 1 L T 2 NS

cd under the contract, and it is
‘\9 expeeted that the miﬁrsity will contiiee to supplanent the Project through
its om particleetdon in ghout the sang degrec as it is doing under the

presant a;‘x;:mcgt._ The essentdal diffcrence is that the university

ill no longer be required to list the dollar woluc of its omn contri-

butias, and overhcad may be charged o the iEC up to the full arount

calculated by an allowed acthod of accsunting, The latter iten il
provide the wniversity with additional wnlabelee noncy from vhich it can,

if it chooscs,restore itams of the budget vhich w11 have ben clininated
to kcep the total ~mount the sanc,

ST.\FF JI'DGMEN TS
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S1. I: is ccncluded that:

a). The Camission shculd authorize contracts with universities
for only such rcscarch as is considercd to be needed under progran (3) of
Scctin l(b)';f the .ct to accomplish the nission assigned to 1tm
basic legislation at a ratc cansistent with the mnual appropriations.

The Camission should be preparcd to dcaomstrate its nced for cach

rescarch project, but its nocds should be broadly defincd.

b)e The value of the projoct to the university should not be

used as a basis for cxpccting it to share the costs, It is unrcalistic
e e

to place a dollar v~luc on the participation of the institution in the

ovor-all costs of a project, and its participation should not be uscd

as = basis for contract ncgotiztion, . university vhich alrcady carrics

on rescarch ot 2 high level will natur:zlly continue to be favorcd on the

basis of its greater capobilitics.

¢). Lunpe-sun contracis covering the cstirmatcd cost of specific
iters, including thc audited overhcad applicable to those items, should
be us.d vhorover possiblc and should be he rulc {or contracts of less
than 7¢,000.

d). Unlcss the Camission can foresce a core profitablc use cf

cquimant purchasec under the cintract, title should be transferrcd, either
initi~lly or on tcrmination of the contract, to the instituli on in rocognie-
tion of its dosirc to continue, and the Camissim's desirc to faster,
indcpcndent rcscarck in a ficld rclatcd to atonic cnergy. Such transfor

of #itlc is ~uthorized by Section 1 (b) of the ..ct wnder Progren (1),

e). In crder to avoid sclf-perpotuating projects, contracts

for basic rescarch should cover mo portion of the salary of the university

represcrtative designated as in charge of the eontr-ct,
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£f)« No changes in the torms of ary contr-ct shxuld be maade

until the next reacval date, ond no chznzcs in the lovel of funding

should be 2uthorized beczuse of the presant chanse in policy,

RECO.L EX DA TION
52, That the atxmic Excrgy Cormission:

a). Aparove the morc a:rtunsive usc of thc principles bricfly

stated in the Conclusions and rmor. fully claborated in the forcgoing

Discussian as a basis for sclucting projccts and negotizting contracts for

basic rescarch i.n wmiversitics and othor non-profit institutions,

b). Tat this paper be used by the Offices of Opcrations as

a guide for ncgotiating now contracts,

¢). That no public amnouncenent be nmade of a chanze of policy
but that the principles herein outlined be used in future public discys-
sions of thc polisy of the Carission,

2 d). That the Nationn) Scimmeze Foundation, the Public Hez1lth

Scrvice, the Officc of Maval Res.ar » and the nembers of the Intordepartnent-

al Coaxmittec m 2escarch me Devilomment be given ccpivs of this poper,

¢)e Thet present contractors be notificd of the chanpe of

policy by the Opcrations Offices tv an aporoprictc letter, attachad -s

Appendix w7 n
f)s That the principlss cutlined herein not te considered
{lv‘(‘:}?"{,ur(

‘o binding if it is zpparcnt that the best intorests of the Govermment will
w."' 't_-l 2

|2 ,, til” be scrved by a departurc therefra,

- AT
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1. T gurposc of Siis mczorincun is to 203t link, A wm {ntocim Vasts, At
policics and srocidurss in rilatien *g i iacrtc]l wogccr R tmntpaase e
prafit lnstitutions ir e f{:lds of Tislszy =rd mcdicing wmd 4%
gscicnces. Thosc irteria polisi:

and ulsizzicly {ncrnrxr

T i MMe
kg AER)

2iis mi orsccdires ~11) be ~vlsad 13 noesscaree
204 4n 2 rescarch cmiract o)

<o The basic oroccéur:s for tronslating rceiarsh wapes-lc into rss-rek cone
tracis, including i respretizs reseasinili*iss of ‘.hc Tashinglon Ttrd Ane and
tha Fz1¢ 0°fiscs, =re outlincd in t7 cmerwdr to ‘anzzery of Ooer<tiwms -
dated J:u.u'ry 27, 159 dcaling ~4th roscarch conr-~ts {n the ficlls of g4 ~4nz,
Blology, and Bicph;s-.:s. These wrocedurcs arce 21so amplis-ble to res.areh oroe
Jacts in the phyoies) seierces; 'mis meaorendu is Lntoinded to suprl=mond ne
scnorandwm of January 27, 1549, Tith particular scfcrancs to thae: ~unizmeatal
rcscarch contr-cts on'cred into - 'it‘- wmiversitizs "nd sthzry nenerolit institye
tions an 2 joint H>wrticipatian s:usis,

3. POLICY OF JCINT Za3TICIPATICI. The ARC 45 107 suvpartin-: nd 111 contifGé”
to SIPPoOrt a 137g mEoer ental rescarsh wojcets “Rich art of "interost
%0 the rescorch inctitudan 33 ~ell &s to the AR® 2nd wa'ch arc 8 normal oart of
the institutian's om rescrch progeam, IL =priars :ppm,nd:'..: in thr ¢-s2 of -
such rrojects that thec rescorch institutieon mke 2 contritation o the cds® 60 4
project vhich is camensurate ~ith its intercct in the merk md Tith the In§fitn.
tion's rcsowrccs ncr=clly applisd %o such res.<rch activiiizg, It is :mi-lly °
appropriate for the ATC to supplamant the dnstisutionts fwis in Irdsr *o”3xp-Ad
or accelerate rescarch projeets of inssrasct 4o ke \®n, Aecor‘i.",iy, it is =3
policy of the AEC %o cater dnto corr-cts “ith *he Lnst‘ tutions far fmdpcidal
rescarch projects an the basis of Joint finmci:d partizi~~tion. The pélicy of
Joint participation would adt nor=ally bz ~plicsble in the casc of ~polisd ar
progrnatic rescarsk, shere the AEC's in‘crest cl- Arly Sutxeishs th: Intires

of the res:arch institutian, md sccordin-ly the a7r -muli

noraaldr Bear the !‘un
cost of contracts for arogrzwa‘ic reszarch ﬂrojc"ts.
L. SELECTICN CF TLIZIT8 0 JOTIT 2TATRA\MYY,  Thr Meixtonz of “isT-reh”
and Biology and c&:InC, Tn 4RoIr rosxcctin 1114 of in

1tirost, il ldontipy
those r=s ~xch proporzls “tich . ':MPC""' charizt mizid a8 Jundment-t op

nonprozrimiiic® rosiirch and wthich 411 e supporicd on < jeint w7 tiai-aalpn”
basiz, and *411 infor= *he Opera‘ions Officc of shis dctormination in a"‘--di-:g
appreved ™oiarsh progestls to the Operationz 300is¢ for ko n.rr‘-'~‘1~x o2
contr-z%, The mroctizes :rd mlicile ef these DMoyisiors in *he eclae? icr Ll
reserreh arcpasals il b s itet to peric e rvizer by the enemal -“r"
TETERTIACION OF BUTTUIT IT OATC CRTTTYTL VI, he N -..i:-.-‘-.;c.' ‘-"sc-r:.". “nd
E‘ol"‘:/ AT e ':I o o *r—.‘-., TIETA ks Sab-l wount 4 peded v
the Taziis. i cr @z Joacsal Hersesr for incoomdent rescereh .,4-.....- it
aprroxdazts ixtant =f --»--- ntvibAiom £ ths ee5t -7 dhe page-weh 71-5‘-:':’.
This cotermination w1 U 9azid s ambor of Zaetors, imeltdins ha fata] adet
of the arajict, the --"*‘wc i.r"r'.J. P s A ] "*"‘:‘*'ns
in tho re s':r_h setivisy, -nd the = o
insttutions for such =,

1 s

s TN end ke
e b-.-i.. Wiz At reinetim =] dm -ah Rese
be crplzin dnzofr 2o roseinsl *o the Ooors f:me ID7le: B th,
Tivision in formriin- - 3

“yrotel-le T
>3 ;oY% ~repostls In orlim fe = ‘h»- Oncwitgiwse Cretag
in the nizotistions of 2 contimey nd the Aotirfn-tian a0 the Sreetss fmp
dollar centridbuticn, Trer-tie~e Mtiacr shogld mas e
the agproxinnic lovil of cupmort

te phntamel 1) fuon
i 254A%13ahcA \-7 4a agrranr o te dbdsim {thnt
arisr consull-tion “i4h the D:'-r‘..-im.

P.‘

— ey =

4 FOTM OF 2ONTRY ... fe dnclezted Lt v amapendm of
£ .n3 THTNT of <% s

S Jemnews 97, 10&9’ B
: r25:°mch contract is the ¢
Bres LR

.Taone 511407 20 e N‘--l!n!’
Sendmac? .5' o I sum conivecis Dar modzets of madsipets gsod 2
7iry reexmcnded hors the contridutien of 4h: rostapel {astistioms 15 7

subsixitial ond the easis of the mrojunt con be

Qo '
-t

1".‘:'.‘. iy r-qg,v-~t’r aeegran- N
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Te ALLCCATION CF 2CSTR I LIN2 €M ~T7 ™SS, In 4h: sub=rcisn andd raesiler
of TC3.-TCh proprsats =d N M acta= In-ton of =71z c~tribotisn to ho
projcct, it 15 frcquintly convsniint il desirabls Lo 42:ndify cortadn cests
as thosc to b dorne by the 'Ef and cllirs as thess to be trrn: B the ras<arch
institation, 1150, a nunber of Yurn tum o ccidtrosts oyt in afToal wcf r te g
nrojcct budg:t which scrres ac a guide to the esnitaztor anlctioh fl:ntiftes
certain cost itas with the L€ 2r --ith th: contractsrs To morlv such eost
itens 2s overh:zad, ccrtain copitcl cquipment  or ths sslary of the zcnisr i
invcgtigator have beca idantifice wwith the wceaarch instittisn an? othor arets
~ith ths A°Ce There i-, howower, no fixcd and invariabls 13C volicy “Hich-
requircs the identification of coroin costs w14k the rosa-rch Institution, md
it is the tot:l camiridrtion of the \ZC vhich is mest inrortint p-thex *han

the 21locaiion of thit contribution to particular cost itcn, Murthsmare,
it is ot intended that Operations Offices nceessarily follew the ar-eisc ~le”
location of cost itens botiraen the ASC and the rescarch instiitutions thich pay
have been included in the rosc

escarch propos-l or roflected in the detirmin-~tien
by th: Teshington Divisions of thc apnroxinaic level »f A7C suppart, ~ith -

rcspect to the iten of overhiad expenses in particular, there is no obiect on,

if the resiarch institution so roquosts, to indicating in the mrojoct hudget
that 2 reasonable purition of the A3C's cortri™-4ion ic anplisa*ion +6 the
institutian?'s overhead ovpenscse For lump st contratts not nore *h~n 8°
(cight pereant) of AEC!s contribution should, horcver, be identdfied Fth ovSrs
hcad cxpenscse  The principle to be borne in nind is thet thi 87 (eight “:récnt)
figurc is ~cccptable to the 1EC; = lower {i-ure may be nsed if it s ~utunlly
agreccd to be norc aporopriate,

.

8. ALLOCATION OF COSTS IN 2CST TYWE CONTR.LATS, Joint participation in -5t
typc Toscarch contracts A%y BC ~chicved By 1dontifying in the négoti=tish
those itizs of costs vhich w1l be Yoz Lv the rescarch fastite+ ons and
thosc which wAll be bome Ly the B¢, In the &tormini*icn of ~etual 3=
ncad costs under cost 4

L e contracts the aceounting volieciss cst-blished
by the Controller will soverne Tn this cfn cciion attrntion is ditceied
cspeeially to Controllorts niloase Yo, 21, Accomting Sciies e, 79, lated
Decenber 6, 1949, pemitting the us: of cvreriicad rotes cstblished by otrer
agenciecs wnder certein circwmstwicec

......

- e 4

T0: Frecd Co Schlemmer, Manag.r, WO
Jares Co Stowart; Manager SOC
Carroll L, T¥lor, Menagoer, ST
Jo Xo Gustaison, Honager, Ko7 Mat:rials 00
To Bo Kelley, M-onager, V0O
R. Ts Coolk, Manager, OROO
e Trraro, Managor, COC
L. E. Johnston, Mancger, INO
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< Lt i
tractc, AL bursic ar fur.zmtrd o
tion oo contwrottith Ll satr-cesr
ith his L-terezs ‘n Wl droprim,”

The follo-i=g Tromnd s 1Ll ojovsmm (Y iate

sn Lnrin o mellTy
and onaling of sontrlits
1. Yormclly, 3 Lmz sun zantract i1l be usid for ‘foct cises &n ian the =T

Pl

contrirazian is “70,0 cr sz por jiat, i the AZC v d-ct is michis, 3 cast
type ceanwract ill gencrolly be wsad wnlcal the budgit is cceur:si antugh aad
thers is sufficimt control for 1 lurp —wn cantract,

2. Ncraally, NYOC reproscnt-tives (il na?: Tuesiicn, Irioothe %ehnizzl peint
of vicw, lovels of mpport cstablisicd by Jashinstan it thic docs not pree
clude discussicns vetwecn wh: T stalfs Lf NYOC hos tortinhile seigiiiions in
ficlds -hore 1t has 3 soceial Intereste Wdzo, JC repmisentitives =:y cxandnc
*he rcasor-blarcss of budget it:mz, LD the Tilld invsl=d is on. in"®ich they
sre cspecially gualified, for discuscion -with Tnzhingtem, Jusinkss rrangiaats
n;goti'atcd by MYOC stould toic into considersiion preecdints cstarlisid by our

expericnes to the cxtent reoired by good jud=ant.

3. It {s preferred that the contractor make his contridution ing

a), Salary of *he Senior Investizator
b). fTepital technical equimment,
¢), Overhead.

L. AS” prefers %o conirimte toward

a). Salaries other than that of the wrinzipzl investizater

B). >:perdaile ma‘erial and suonlies i

z}e Travel and communizations

4. Srecial uiiliii:s -

e). Cverhead, to a ninizm and in any evess, 1{=ited to a maximm of 27
sl e wtal BT direst expense con‘ritvtion,

. I somitting a tuizet, the contratior sheuld 1ist eseh aigse 2f santeal
techinizal eqime” and this list 11 Se anal-med TLh pecmpas ¢

) These items which the contraztor 1] comiric-te amd wisk 1Y pemsin
his zroperty st tae termiration 0f *he nontr-ae,
). Those jtezms which Mo ARC WY sortrtiuia anc

). 3 hich 1 =12 re’aln
titliz,

<), Those items 7.07h the ATT ANY conizfhute 3m viak =11 mezin g
srier iy of tre confractor at ftt: fimince Aqemeeb, fes oag

p p : . - = - - . b
scmsilerad Zderirsnle mon Lo cxnzad TN Al LA T ATT 4 st avaane g
nzzed celom,)

Sdmint Dought iUy AT funds mav cemadn the promesicr of 4k aimsagat
if “here a7e ac:o3uala reaIdang, of ~hich - fgllar<e~ - v e2) cvame

cr
lez:
7/ 1. e eriiwent mil teocome obsoleds cx wmzpviceass
by A7,

2)‘. The "rnee of salvazing th2 equipment 15 gvrz’or than she baeled’ o
to Te reallzad,

-~

2o for Dorékep use

. Bx_e cquizment is %0 be used on work which is of intorest to the
AET alihsugh “he contract is terminatcd,

= A=
0TE

i Szlzzilon i arcjects anl of zoni--cfors s
iflces Let-minatizn of the zonmroxi=ate 1

3 unction IR Yastivrter
Rt | w2l of ATC cundart of ant fegtmisal
‘rf ‘r.ab‘x‘l: v far_‘..\g contrict are also Mashing‘on ffm:‘.ibns. O(U:uall*f *he
I2Utude Dot nezttlttion of the contraet b the Corratiorns Offee M2 Yo
of %e order ol 3 107 varistion plis or minus). Mercfisms OfSe-s ae rrima i
roomasible £2r neo>iiation md administrative assectd of contrscts.
Tey ar: also nimcetad %o follaw the orogress of the work, )




L), Thc equipment 1s custom made for thc project (c.g. ventilation kaods)
anl caanot ve transfarred cls

527here oracticably,
5). The cost of dismantling, transporting and er-cting egmimment fra-

. 2
one location o another oxcceds the ot of Buyine or salvasing, as ‘he
casc may be.

6). If not uszd, *ho equipmont w1l dcteriorate or maint-nanée and
storage costs are excessive in tomms of probability of ro-use,

6, 1Ir the budget.sut.mi:sicn, ex;?endable cquioment and sunplics should‘ba
broken dovn in principal categories, for example, chemitals, glasswarc s
2lectronics supplies, instrumcnis, laboratory cquioment, cte, ™herevar

possiblz, items having a unit value of #50,00 or morc stould be listed
individually.

7. For those contracts wnich were negotiated an a 2-vtar basis before issiance

of the interim policy, every rcasonable effart will be made to kave the intorim
policy applicd for the second year. Tf this is not nracticable, the second vear
may be negotiated on the same basis as the arrangementes made for the first,

In
any event, however, the Camnission's interim or final pelicy i1l applv for the
third ycar if thc cantract is renexd,

March 13, 1950
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fro: Srrall ! 1izon, Srrer-l ‘amasnr
Gubioat: TIRITRITILN AT TNTRITUT TU ShaTAlIN U Syt OTEERAT creesty

SuE 2:2:000

T pamocsr 37 thiz aemicawhm is fo outline *he Comeission's nilire in reimcet
te tno iemizitoan of erixent in conmestion with basis restarsh sontricts
enter.d intc Tetvein th? Taemission wd {ndexendent mor-nrefid institoslicss
¥ 1t=s 37 joint financial vartisipatimm,

Io8s e i 1.=n s=m contracts,
randa govermine

Tis 20lic aprlies be'lh %o

Tiis memcrar e sunclmments nrevimsremo-
1izies and przced'xcs ‘n tasic rescarech contrasts {~¢liiing

my merorlnis %o [anagers of Tperations dated Jinuary 27, 1949, wnd "cserte- £,1509,

e}

It has teen the Camirsionts experience that in many cases it is in *he Sést
interess of the Screrment and in furtherance aof the purposes of the Atamlc
Enerz’ Act that the contractor rather thin the Coverrment take title to er:d
zent acquired in ~onnection with ta<ic research projects =rith indexdrdent nm<
profit institutions, In fome instances the valuc of the eguiment s not such ~
as to warrant the adninistTative expense of accounting to the Covermmant for the

equimnent and the cost of removing, stering and reshipping or reselling the edu:ip=
ment upon caplcotion of the contract,

In others it i{s avoarcnt that the .nuere:‘.s
of research —ill dest be served 1f the equimmer® rémainc during its usefal 147 -
with *h2 research insd tu*ion, This would be true, for exax:plc, where thera 48 a
reasonatle cxpectation of continuing government suppart for the resewch orojéet
upon expiration of the current con‘ract tem, It might also be trie shere “hé
nature of tie equimmant an the program of the institulion arc such hat 1t 4§
rcascnable to assume that the oguimment rill be devoled to roscarch of Indorost

to the Camissicn even ~ithout continued goverrment supoort of the researsh fro-

gram, The responsibility lics with the 'lanagers of Operitimms to &tsrmire in’
each casc

Fetrer it 1s in the best in‘crosts of the Soverrment %o 2llo~ the cone
tractor :o take titlc to equimmen On major itoms of tecimical emuimmen®, ho
ever, the Girisions of Rescorch and of ¥slogr and Mediclne should make”
recomvdations to tha Uanagers concerning the dispesition of equimeent,

The question remains, in cases vhere the Sowerment docs not take tisle to 4he
equipront, 38 to *he cxtent o ~hiczh the financial contribution of the rescarch
{nstitution to the projcct shoutd reflest the value of the ecuimment tode
acquired by *hc instddtutdon. In goneral, it should e the policy of ‘heCamiséion
to direct its ‘unds tcward actusl rescarch werk rather than improving ‘he phvsizal
faciliti=s of the reoserch dncstitution, and {in normal circumsiances %e contractor
shoulZ 2¢ roguired to eontribute % th'» trojeet a amount at least e-ual te Tre
valu: o any couimment to vhich ihe institution 1) acquire titls; alicr 2)low:
ing for 2:zpreclation turins the zourse of *he contr-cts T* ic roalizad “h-4 this
institutisn micht nder this pollcy =ik 2 ret contridbutisn of zers dollice 4072
given projcet; this would sccur, of zourse, onlv 4f the lowrl of 427 supoort is
intention:zlly 2stablishad to accomplish this result,

Exceptions to hc goen:iral aolicy of remiiring 3 cmirivwtion by the r-scarsh
institution 29u2l 0 thz deorcciztcd vaiun of the cqui=aent may - v in
speecizl ciremitancez, An txm=lo of m cxecptional cas: hew depittens
the gznoral dolizy =ighi”

roA

ACTL TmenILw it 45 fo
be :r... anlr in v - ~d m . -~ PR o
pated & vhidh ¢he & An reTLn mmd A -u: " othe
dnstisgtion w11 e -1 "_ ﬂgw_!ribu‘;:ms Lr the ezt af

b 28 rs mpoiect,
The vzluc of th: cquimnint to Yo iazut 'ﬂd ty the institwtisn i= 2 =y impertont
factor to b¢ cansiitred in actaplishins she lewe) A% 7" zi=uvt fov S treicet
and consideration of this Jacter invelves essonti-tlv the e lemeis of
judgmoat that are raqured 4 the conzidoratien ef sthor fnators ieh 30 Indy’
the &t raination of the mount of ATC's eontridution, M™nder cxiztisz pc"-"‘s
and ocrocsdurteg, this determingtiom iz mde {0 the Y-it insiancos b dthe ™ {-imms
of Ris~-rch nc of Blology and cdizine md rceess~ril- invelvas a2 ™

samc of the cot-iicd aspee's of ko propozed fudpct. Thoec Dvigicns !"o‘"’
t.ncrci‘orc, im for--2in- to the £icld 2ffiess proponals invralwing sincta ‘w-I

- A~

Jup-ite o

Tounts of ceuirmont, indicate "hia¢ diepositien of the :a:ipment == omtemalnte?
in .3t3blishing tac amount of the AEC's and th. somiractsrfs rosmective
corn rituti-ne, In isecussing rescorch proposals with raszarch dnsdis. Siome Ut
h~s Boin 2rtaklicted palinrs 4that the Mrieians of Rescarshyd of 2
rdieine 11 net muke caritments on the det21iled provizions - Tuzinéss -gvets
a.‘ the cen<rzels to be negeotiated, This policy —i1l ~om‘imue in of7:2t, T» H:-
v.szions ith polimtial contractors, representatives of these Dirisifny =T ~ad-
“i clewr that the responsibility for detor—ining title to couiment Tizs Ti3h'the
“perations Cfficc, It 7ild be necessarv, bowver, in erder that R =05t finan-
:ially advantagcous propostis be obt_innd, *or those divicions to inZinate o7 77

rcscorch institutions th:t the Coemission 411 ~ive considors*ion lo oropesils une
der vhich title “o cquimment 411 “e r2tainzd b the 2~

~

ages ap 3
2

P pand

shitution wmd “hat the
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To: varatzres ~f Orcrations s

"ate: June 27, 1°32
Fram: Carrall Lo TRiiccr

V- -

y S-rev-l Mamacar

Subjcct: ::S?f‘::—“" Ll :"\'—?-}-nT r.' -l..n-—,-—vp-, -v——._;] —’.a-p "‘-‘QE_‘S')"" ,,....,..,..s

SWE~ e I ASEDER

The parmest of *hiz aems-amdm is to outline *he fomiesion's palics in rezmect
10 thc iiemsziticn =f erszren® in cennmaction ith bSasis rasearsh acrtricts
entor.d inte ze*wesn *h2 Tormissicn and indeztndent nor-spefit fnstit
an 2 bds o joint financial partizipation, This polic aprlies ho'h %0

c0st tyoe m? luan ©m contracts, ‘his memcrardun sunclzments mrevious -edoe
randa governin- golizies and orccedres in tasic rescarth contracts imclvring ”
my meroran<a to [anagers of Operations Adated January 27, 1949, 1nd Mecerter

E O e,

- em v oD

£,15

R
It has been the Cxmission's experience that in many cases it is in *he Dést
interest of the Jorerrmert and in furtherance of the purvoses of the Ataitc
Energ’ Act that the contractor ratacr than th~ Sovermment take title te ecui~-
zent acquired in conmectiom with tazic research projects with inleocrdent non<
profit institutions. In somc instances the valuc of the oquimment {s nst such ™
as to warrant the acministrative expense of accomting to the Covermmont Tor the

equimnent and the cost of removing, storing and reshipping or reseXling the eg:in
ment upen carpleticn of the contract,

In others {t is avvarcnt that *he Inferéats
of research 7111 best be served 1f the equimert répains during its use™1 1:if3 °

with the research institution, This would be true, for exarmplé, where ‘her- {§ a
rcasonable cxpectatian of continuing goverrment support Zor the research orofcct
upon expiration of the current contract tem. It night also be trie here ‘he
nature of the equirment and the program of the instituiion arc such ihat it i§
rcasomable to assume that the cquipment will be devoled to research of Intzrost
to the Camissicn even ~lthout continued goverrmen support of the research pro-
gram. The responsidility lics with tre lanagers of Operations to detérmine in’
each casc ‘hether it is in the best inlcrosts of the Goverrment to allo~ the cone-
tractor to take title to equimment, On major items of tecmical equiomen*, ho=
over, the Divisions of Rescarch and of Biologr ad Uedicine should make’
recampendations to the Managers concerning the dispesition of equimment.

The quostion remains, in cases 7here the Goverrment docs not take title ic the
equipront, as to the extent to ~hich the financial contridution of the rescarch
institution to the projcct should reflect the v2lue of the ecuimmont to b« T
scquired by tho institution, In general, it should be the policy of theCam¥ssion
to direct its funds toward actual rescarch work rather than improving ¢he phusical
facilitics of the rcsexrch Inctitution, and in normal circums¥ances e contraftor
should be roquired to contribute to the project an amownt at least equal 't6 ¥he
value of eny cquiment to Zhich the institutian will acquire title; afier loE
ing for deprcciation during the course of the contr-et, T ic r=alizéd thi% ¢ke
institution might néer this policy mike a net contributisn of zero dollzcc 4o 2
given project; this .euld occur, of course, only if the 1cwel of ATC supoort is
{ntentionally >steblished to accomplish this resclt. o

Bxceptions to the gen:ral policy of requiring a contribution by the ros-oreh
institution cqual to the deprcciated value of the cauiment may »: wde in
speeizl circmstonces, An sxannle of on exceptionnl ras: wherd derarte®: fram
the goneral policy might bc Justificd is the casc ~dizen ~ponele eodiomint s %o
be purchased only In the Zlrst :mx» -nd snwbsiguent =1 ~r *h: crojzst fs 1~4ied-
pated during vhich the caxment 311 depreciaté in v-lu: me dmwing hish the
institution will be r2iing subsi-niial ~oniributions %o ihc ~s3t cf ikc =roicet,

The valuc of the cquimmcent

to b 2equired ty the institutien is 1 wry inpertsnit
factor to bc cansidored in ccteblishing 4he level of (T
and consideration of this fac

S zuooourt for tRe froiect
tor invelves essontiz'lv 4he s clemerds of
Judgnent that arc racuired in the zonsiderztien cof other frntors —ich ~n fn¥3”
the dv-mination o the =zount o7 ARC's eantridution, ™dcr oxisting Ecl".'ics
and orocedurss, this determinztion is —ade in the T3e:t irsiances br the ™ -f-ims
of Res-arch anc of Eiology and lcdicine and recess~rils involvas a fudmcn® on
samc of the cetailed aspects of tho proposed “udget. ™-rc Divisioms E‘h:ml’f,
therefare, in formnvding to the ficld coffices propos-ls inrolving subotx 4427
mounts of couifrcont, indinate ~hz disposition of the -avipmont —as contcm
in cstablishirs the ayont of o3l
con .ributione,
has been estet

o Aal

4

2l~teAd
the $2Cts and th. comtracter's rosesctive o
resccreh proposals with roscarch inztifvtlanr 4t
liched polinyr that the T3visions of Rescerchand of Diclegy s 7 -
;c‘dit;inc ‘-n"n ?Ot‘-mit’:e comritnents on *he det2iled provisions and tucini-s e dts
. e ‘o S 3 - L 4 -~ +2 2 [ 4 - 122
'r.'s:ion:c‘r‘!it‘:cpctzztiilnccis}.ﬁ??éle T3 poligy I sontiaue dn effect, T Ates

Y e mcemd AL an

™n -iiseuszinz
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Cammission 7ill ~xncct the institution =xdng such 2 proras-1l *o nars
aparopriate allearce in the lovel o itz srooescd comtribiiinn e *%-
projict.

Special problams are nrescnted in *h: cenrnc of rencvals of zontraectsz, - réicu-
larly in thc rcnewl »f controsts tronsforred Zror the Cffine af YNa—-1 S-o
scarch to the Carmiss.on, vhere titls to cquiment hzs bBern vosted ir ¢p-
Govermment nunder ‘he terms of *the trisr contracts, In m-~ny such r-ct3 it
vould be desirabl:, ir accerdance “ith the prorisions of this mor T i, Top
th: cantr-clor %o acgirs titl: to &io jauignts This =izht be dans =v ~fd-
viling in thc contrict rcnowal that title to the eculpmant 14s to be zequi-cd -
by thc contr=ctor, ‘ith an appropriaie rcflection of the value of 2 -ou’dmcnt
in the contr:ctor!s -ontribution to th2 cost of the res-arch projeet, This
might also bc accmplished by 3 rrovicion in the contract afferding fs te2
contr:.ctor in option to purchasc thc cquimment cither At fixed denr-eiatsd
prices or at a vzluc to bec mutially agrecd upon by the Cormizsion ~nd tha
contractor upon cxercise of tac option,




L

In the report on its t7enty-sixth meeting of Lay 11, 1951, the Genmeral idvisory
Carnittee added ab .he end as a suglesiion to the Zencral UYanager, the {91loing:

ng, In the fi-ld cf basic recsearch tie Coamitice noted that
relations rith univerzitics on furixiorntal rccearch contracts have
kad ar element =f disceontent in striking =cntrast to the praviiling
ralations with the (ffice o7 Yaval Rectarch, The Cormitiee suge

gests that more generous <ontracts, including full reinturscrent
of costs, bc es3%wlished as norms,”

Since I will not b2 with the Zomrmiscion hen the Jencral Advicery Comitisc mects
again, I would iike %0 place on reccord my deep conviction that this rcea=encdation
was ill-adviscd and <nat its acreptance —ould Rav. a seriously adverse eff:ct

on both the Zommissicn!s opcrations in this arca and eventually on the basic re-
scarch in the countrys. In spite of the fzct that I suggested to the Chairman

of thz Generil Acvisory Comnittce at this m.eting, the desirability of a dis-
cussion of the oii-site supported vasic rcscarch program, prior to any recam-
mendations, no such discussion was held and no indication was ziven that any
recamcndation on this topic was contamplated, I would also point out that in
their fourth report of Junc 1, 1547, concerning thic same problcm the General
Advisory Camnittec recamcnded that "Projects should be given cspecially favorable
consideration in vhich there is same local or nonegovernmental support, in which

there 15 a past record of achicvement, and in which the Cammissicn is not asked
to initiate wholly new catcrprisese®

It is impossitls to direct bosic resexrch in the ordinary meaning of thc mrd
*direct.” One can orly select the most able or promising men, put tham in a
stimulating atmosphcre in an equipped laboratory and let them direct their own
rescarch, If a university or other basic rescarch institution has a financial
stake in the given rescarch activity, it is possible to delegate effectively

to that institution, thc selectian of thase research men and still be in accord
with sound procedurc and policy., Ewven then the names ond records of these research
men canstitutc the chicl cvidence in favor of government support of the activity,

Far the AZC to pay th: fall cost of a ziwn rrofcssor's rescarch in a wniversity,
would effcctively mak:s the AEC his cmployer, It ~ould be the AEC that oucht to
fix his salary and that oI his assistants, determine Then he deserves promotion,

or “hon he siiould tc disisscd, I belicve it is neither fcasible nor desirable

for the Atomic Zrergy Zamiscion to wndertare such rocponsibilities Jor =on scat~
tcred throyghout the wiversitics of tne country, Ve do, offcctively have such ree-
sponsibilitics =ith reshact to the basic rescarch sciontists in the Maticnal
Laboratorics, Also, sincc the Atamic Incrgy Cdamission neccsszrily pays in the

vicinity of 80% of *hc costs of cynlotron or similar large projects in wmiversitics,
it carrics coxtra rcsponsibilitics there,

If the Atamic Bnergy Camission wishes thosc large and codensive projzets to go
formard, it must pay nost of tic bill, since thc universitics cannot be sxpeeted
to ratch such largs otanditurss, Hovewer, it 4s foasinle for *he Atanic rargr
Cammissian to, in a =nsc, reasr into thees institations and o jud-c ‘he
qualifications of the Dircetors ol thc National Laboratorics, The scleoction of
the o*her sclentists can thon ¢ delogated to those Dircetors,

Homver, it is uticrly inpractical to judge cffoetdvely the qualificaticns of
mndreds of individual profcssor-sciontistss Por tac Atamic anorgy Cammizsion <o
pey tic full costs of thesc rescarch activitiss withoul nadng such judgnents
70114 tc to court cotestrophe, Institutions ~omld be temped to offor apsointe
ronts subject o the provisicon that the Atanic Mnorgy Camissicn offc=s 2 core
tract for thc “ndivifualts rescarch and expecting 0 Atanic therpy Tamaission

19 Lo the vead fuis> of his canpetences Onc may sy this would bc a dismcputadbls
srocedurc for = x:ivorsity to practiccs Homover, I belicve it 4s &rpo-itant 4o
k=-p our policy cound and to oliminatc, as far as possidblc, the wampiations *o
inlulze in dsreputavlc practiocos,

Th. tendency of othor saurecs of funds to avoid campotition with the Fodo-11
Covernront is =1l om and natural, If the Podoral Government affe~c to »ay
‘Ao «dhiele cost for physical seicnee rescarch in the Dnitod States, it il he
~:5zonsible for drying up the prescntly oxdsting sources of additional revenuc,

Loiwwer, the adoption ol a definito policy that the Uhited States Govermmont
3111 sharc thc cost, but 7ill not pay thc entire cost,

would tend to develop
th.sc othcr sourccs of support,

DT — -y g~
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T helicwve 4% would 5¢ = rrwve nisteke for the Atomis Inirgy Commissicn to deprive
1tsclf of the "gront-in-aid" rceh-niam of offiring acsictance to rescarshn
3ctivitics for nich W Armie Znircy Canissien docs not von ‘o 25z the
principal rusrensibility, Our tum ig, of cours:, the "j2int partici-ztione
lrp sum eontriett for rls zcocidur o I Ao not b icve thiz basie 15wzt of

ow' pras.nt poiicy has @wv.lootd sirizus dissant it with saane nd th-y-htful
Qiivireity officials, il“nfouszh ceortqin niveiesit busintss a-wntg nny have
camplained, and do*2ilz 28 cur ad-inistra<l-n my have causid friction,

Plzasc note a2t I havs s

2id nothing zbeut "svethoad" on centracts, Orss the
proneiple of joint piriicization or sharing or the 205tz has = .en acsesi-d on
boln cidis, it siould tootasy to viri oud +h: dctails, :
- b

c b st S Alss, it iz :ssentind
v vhe Atandis Duergy Covaiscion say whe full costs on werk undertcox:a Sor

the speeific needs of the Atanic Bncrzy Cornissien sind that such presrazmntic
recscareh be clearly distasuished from the bazic rescarch b-ing discussed above,

Addressces:

Gordon Dean, “hairman

To Xeith Glimnon, Canmissioncr
Thamac B, durray, Camissioncr
Suwner T, Pike, Commissiancr
HSenry Do Soyth, Camissioner
4, #¢ Boyer, Genorsl llanager
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INCLIURE 2"

ADVISORY COMMITTEE CN CCNTRACTUAL RELATIONS
WITH THE FZIDERAL GCVZIRMMENT

ENGINEZRING COLLEGE REZEARCH CCUNCI
OF THZ
AMZRICAN SOCIETY FOR ENGINEERING =ZDUCATICN

Princeton University
Princeton, New Jersey

August 1, 1952

Mr. M. ¥, Boyer, Gerierzl Manager
Atomic Energy Commission

19th 3t. and Constitution Ave., N.W.
wzshington 25, D.C.

Dear Mr. Royer:

The Advisory Committee on Contractuzl Relations with the
Federal Government has teen concerned for some time with certain
aspects of AEC-university relations., Representatives of the

Committee have discussed informzlly some of these problexzs with
Dr. Glennan, Dr. 3mytn, and Dr. Johnson,

The Committee hzs now prepzred in final form and submits
herewita z memcrz2ndum containing recommendations and discussions
with regard o certzin of these protlems., Ve strongly telleve
that, if the Commisslon can cccept cur recormendztions, thre
relztions tetvween the universities znd the Commission will te
grestly improved, and that the research being and to be performed
by these institutlons under AZC contract will be benefited.

The Committee standés rezdy z2nd willing to discuss tre matters

presented in the attacned meaorzndum with memters of the Cormission
or its stzff 1f so desired.

Very truily yours,
/s/ R:zymond J. Woodrow

Rzymond J. Woodrow
Chzirmzn

£
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ADVISORY COMMITTEE ON CONTRACTUAL RELATIONS
AITH THE FZDERAL GCVERNMENT

ENGINEERING CCLLEGZ RZSEARCH COUNCIL
CF THE
AMERICAN SOCIZTY FOR ENGLIEZRING EDUCATICN

Davis, T.E., ~8slstant to the Executlve

Director
The Ohlo State University Researchn

Focundation

Green, G. W., Business Mznager
California Institute of Technology

Middlebrook, W. T., Vice President
University of Minnesota

Rosselot, G.a., Director

State Englneering Experiment Statilon
Georgila Institute of Technology

Sage, N. McL., Director
Division of Industrial Cooperation
Massachusetts Institute of Technology

Schade, H. A., Director
Institute of Engineering Research
University of California

Steward, R. B., Vice President
Purdue University

Walker, E. i., Dean of Engineering
Pennsylvania State College

Willlzms, C. W., Special Assistant to the
President
Czse Institute of Technology

woodrow, R. J., Chairman
Executive Officer and Secretary

Comnittee on ProJjec¢t Research and Inventions
Princeton University

Y " —— =
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Advisory Comrnittee on Contra2ct.zl Relations
with the Tecder-l Goverrrert
Zrgineering Ccliliege Rasearsrn Zouncil
rTErLIc2n Joclety Jor Znglneerirg zducotion

MEORANDUM TC: The Atomic Znergy Comzlssion

The universities znd :zclleg:zs of th's country z2re performirg
at the present time 2 very substzntlel vol.sne of resezrch under
cortract with the atomic trergy Cormmissior, Tris rese:zrch Is
important bo:zh to the fulfillment of the [iI7 progrzm znd to the
sclentific growth of the country. However, certzin of the
policies and practices whicn zre being applied to these contracts
are inequitzble z2nd prejudicial to the irtegrity =2nd stazblillity of
the institutions involved; ‘hney meke it difficult, and in some

cases impossitle, for the Commission znd the universitles to work
togetaer.

The problems involved in AEC-unlversity relations can be
seperated into two primery zareas of concern, interrelated in some
degree, but czpatle in large part of sepzrzte treatment. The first
of these has to do with the question of the degree to which the
costs of educationzl instit_tions conducting resezrch under AREC
contracss are to be reimvursed. The secord involves the centract
provisions theczelves znd the methods by wnich contracts are
prepared and administered, The subjzct cf costs will te the

poimzery ot jzctive of this remorandum; 2 l:zter memorandum on

contracts is presently in preparztion and will, it is hoped, be
sutmitted in the near future.

% 4 & & % @

The increasingly difficult financizl protlems fa2cing the
educationzl institutions z2re almost too well known to regquire
detail=sd explznation. Unless resezrch performed under ccntract
for the Ccrmission cz2n be hindled by thne iniversities without the
latter incurring serious flinzancizl lozs, tnhe very chjectives which
the Corcmission seeks to a2tt.in willl te cefe:sted, Educztional
institutions will be unztls properly to undartzke such research
without Jeopardlzing thelr entire educeti:nzl programs which,
among other things, zre zimed at providinz the very trained
personnel whicn are demznded 1n ever-incre-sing numbers by the
Commission and by tne activities which the development of atomic
energy 1s crezting., The are2s of resezrc. znd educztion where
support 1s difficult to obtzin, in partic.izr the soclizl sciences
and humenitles which are so importznt tec : zroad srowth of the
country, willi be further deplieted by the diversion of funds to
help support projects undertaken for the ~=C

- e

It 1s the sincere feeling of the :dvisory Committee on
Contrezctual Relations with the Federal Government, therefore, that
certain of the policles and practices fcllcwed by the atomic

Energy Commisslon should te modified, Spe:zifically, the Committee
mzkes the followlng recommendations:

1. That every project negotizted bty AEC with zn
educational institution should recogrize the full cost
to the institution of undertaking tne research, based
on its estatlished zaccounting procedure and including
indirect expenses in accordznce with the formula

developed and proved in almost five yezrs of experience
with the military depzrtments.
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2. Thzt zrtisrary criteri:z for cost parti.zipation,
such 35 the distirction tetween /rcir.mmctic z2nd ren-
pregramrztic resezren, or wuo Initlzated the ldei c¢r
proposzi for resezrcn, te ztirnderec,

3. Thzt cost participation %t educationzl institutlons
‘n AEC contrzct resezrch ma;” te ~utually deciratle in
sorme instances; it should, however, be plzced on zn
optional bzsis for eich project with each ircstitutlon.,
RZCCGHIZE THE CCoT

S -

In most proJjects where cost partlicipation 1s indi:zted, the
storlic Znergy Commission has zdopted 2n ertiificizl znd :zrtitrary
mechanism for determining the manner znd 2mount of such
perticivation, The contrzcting institution is rezuired to 2bsord
211 indirect, or overnead, expenses in excess of eight percent
of th2 direct costs of the proJject. 3uch a metnoé of f’xing the
amount of cost participation is completely inequitatle.

In the first place, 2ny fixed overhead formula fz2i1s to
recognize that tae z2ctusel overhead rate =zt zny institution is
primarily dependent upon tae rethod used to zccount for indirect
expenses. It 1s not true, 28 some coatrzcting officers seem to
belleve, that & high- overhead rzate mezrns, ipso jacto, =

z Zore
costly project. The total cost ol =

2 research project czn be
1dentic:zl whether the overnezd rate 1is low ané¢ 211 possitle

expenses z2re cnarged as direct costs, or whether it is z1gh and
meny such expenses are charged as cverinezd, a limit on cverhead
thus mezns thet the 1nstitutlon with =2

2 method of zccourting which
results ‘rn a2 high overhezd rate 1is penzli

2.ized by being lorced to
contrisute 2 lerger share of the cost of a project than would

apply to zn institution with a low rzte, although the total costs
mizht oe identiczl in oboth instances. Costs of the following
neture are tyriczlly treated in some institutions as incirect
expensss znd in others zre charged as direct costs:

lecretarles

~dministrative and Clericzl Personnel
Purchaaing
VSocizl 3Security, retirement contridutions znd sroup

insurance

Vzcztions, holidzys and sick lezve

Hoscitallzation zrd mediczl services

rostzse z2nd commur.icztions
tztlorery and office supplies

Powar

Gener2l technicz2l supervision =nd 2drinistratizn

Jznitorizl services

— —Security expenses

Insurznce covering 112%11ity, vor<men's compensztion, etc.
Equipmernt, particulzrly office type
Bulldings znd tullding alteraticrs.

In 2ddition to the inequlty, largely between institutions,
crezted by z2n arbitrary 1lizit on the overhezd rate, the
utilizztion of the reduction-in-overhezad method of cos:
participction in 2ny form creztes zdditlonal inequities.
Contractuzl requirements such as those zpplying to patent 2nd
publicztion rights, title to property purchzsed and to notebooks
and reports, etec, apply primarily to th

those services or items which
are billed os cdilrect costs, The institution which partic

riicipates
in the cost of 2 project by z2bsorting overhezd costs firds its
equity in these matters largely destroyed,
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In order that the fin=ancizl integrity of educztiorzl
instituticns ¢in we miintzinzd, the full costis involved ln zny
resezrsh prcject snould te recognized, ﬁ:ere cost participation
18 warr-nted, ' will be t2st handled I ~ost cises ty the
fnstituticn poying 21l of the expenses, direct and indirect, of
the porticn it =ndertaxes to finance, ird =ne Commissizr dolng
lilitewise,

ARETITROAY CRITERI- FCR ZCET PARTICIFATICH

In order to determine when there shculd te ccst participation
by educctionzl instituctions 1n ~ZC contrzcts, the Comm! sion has
utilized zs - primary criterion the distinctlon betweer. "non-
programaztic” znd "progremmztic” researci, “Non-progricmatic”
research 1s generally interpretad synonywously with fundzrental
resear:h. There has been a strong tendency for projects proposed
by universitles to te automatically placed in the "non-
programmatic’ catesgory.

he Commission's distinction betweer. "non-programmatic” and
"progrzmmatic" research is so hazy znd sc dirficult to zpply that
1+ cannot te used consistently as & criterion for cost perticipa-

‘on., In = sense, all resezrch supported ®y ~EC is "programmatic”

in th2t it must have objectlves ol specific interest to the
Commiss on's progran; these could be new knowledge in nuclear

phenomenz, the chemiczl reactions of hezvy isotopes, or even the
developr.ent of 2 new manufacturing procees, Sclentists such as
physicists 2nd chemists are usuzlly interested in the more
abstract and furdzmental resecrcen; engineers zre generally
interested in the applled znd more immediztely przcticzl problems.
Why the resezrch of one should be irvidlously compzred witn the
other fror = cost standpoint, or why zZn institution should

autometiczlly consripute more to the research of one than the
other, 1s diificult to understand.

The -tomic Energy Commission Lk:s not, in fhc,, applied this
eriterion with consistency., In lzrge progrims of "rnon-programmatic”
resezrcn, su=2a 25 those Involving cycloirons, less cost sazring
1s required tacn in smill ones, 2lthough the indirect expenses
associzted with T number of small projJects z2re fully =s irezt as
in one 12rg: TrcJect, Fundamentel ressorch in lzborztories such
as EBErookhzvan, 13, we understang,

encour:zzed, but ro cost shering
45 evident In theae ¢cn8&S. There ncve teern -rstarces wrere

(U

projects inizlzllr classifieg as "rorn-presroometic” have been
treated =z ¢ :grimz:t-c witheuit cther 2nznges, because the
institutizcr. irvolved wis not In = positliosn or willing to share
the costs to the z2xtent required. It (s

tngt?

0

ossi:le, cn <he other
hand, thst z2n instltutlern interested in developing 2 presran in zn
applied cr 2rcineering [leld vould te willing 2nd able to finance

=
a portlor. of the progrzm 1f

T the AZC were to5 contract for the other
pertion.
The f=2ct tazt = prcposzl for research criginates within a
university 1s Irequently usad bty the Cormisson 25 a determining
factor in clzssifing ¢ prolect 25 "non-prosrammatic” - €9 that
universities zre

z immediztely expected to pzy part of the cost of
projecss proocsed iUy them, It 1s difficuit to understand why the
genesis of & pzrticulzr 1de2z should have 2 cetermining influence
upon cost siazrirg. It 1s the policy of przcticzlly 211 universities
to undertoke orly thzt resezrch in wnrnich -emters of its fzculty

are interestsd, whether the idez for = projJect originated within
or outside the university, T seems unreasonzble that a university
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should be pen2lized bYecause one of 1ts st2ff mexbers hzs the

ifnitiative 2né foresligat to suggest 2 progr=i ol research which
proves to be of Iinterast to the Commission,

Research should either Ye worthy or not worthy of support
by the Commission without ragard to a2rtiflicizl distinctions,
an apprzisal of atomic resezrch i{tsell .nder the definitions used
by the Commission would presumatly place the important ezrly
work in the development of this new science in the "non-program-
matic” fleld, and yet that work 1gs the very foundztion stone of
the atomic energy progrzm today. Research of similar importance

for the future cannot be helped but onlr hindered by such
discrimination.

OPTICNAL COST PARTICIPATION

Under the difficult financtal situation facing educational
institutions at the present time, arbitrary insistence by the
Commission on cost participaztion on any general basis 1s almost
certain to have disastrous effects, It is quite true that no
institution 1s compelled to take on z2ny project, so that it cannot
actually be forced to contribute part of the cost of the AEC
program, But, the natlional emergency, together with the power of
the Federzl Government and its control over such 2 large share of

the nation's income, have a profound influence over the present
operaticns of the universities,

Members of the faculty of many institutions are petriotically
inclineé 2t the present time to undertieke research of importance
to the nation., Others have research interests in areas where the
{nstitution has nct or cannot obtain zdejuzte suppor:i from other
sources. Many of these fzaculty merters are unconcerned abdout
university financing beyond thelr Lmnmediate interests in financing
the direct costs of thelr research. They unfortunately press
internzlly (and sometimes externally) for contrzct arrargzements

which ere nct in rzrmony with sound institutlonzl fiscal policies.
The present practlcss of the AEC in requiring cost participation
accentuzte this procler,

Tre proposzl thet universlities should share in the cost of
resezrch urder contract with the Governrent to avoid dependency by
the institutlon on tne fluctuating federzl budget 1s unfortunate.
Apperantly, the theory ls that the Comnisslon, by providing only
paertizl suppert, wlil thus coerce the -university into keeping its
financizl aouse ir order. To %this extent the Commission, by the
manner in wnicn 1t appcertlors rese:rcrn, seeks, whether xnowingly
or rnot, 2 nznd in the running of the uriversities. Long term
commitrents dependent on government funds cznnot be prevented by
the simple expedlent ol requirirg cost participation; each
instituticn must work out its own solutiors under the conditions
and circumstances peculiar to i1ts operation,

Cost participzation hes also teen defended on the basis that
projects will be tetter performed =2nd mznzged if the institution
is payring part of the cost. 'hat this argument fzils to recognize
15 that zr “rn3titution nas = sirong, inherent interest in any
project undertiken, since 1t nmezns a2 diversion of staff and
fecllitias from cther pcess’tle undertakings, It implies, further,
and more importantly, that university functions wWnich are peid
for out ol currsnt Income zre less efficlently revformed and
managed thzn tacse flrz-c2d fron endowment, When 1% is understood
that by far the largest portion c¢f 2r:- ecucaticn:zl institution's
totzl annuzl income 1s on a2 current bzs!s, of which government
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contract funds represent only 2

small part, such an impilcatilon seems completely unjustified,
Educationzl institutions, decicated as they a2re to operete in the
public interest without profit, can be rellec upon to perform
consclentiously their commitments without required cost sz2ring -
their pasts znd their futures rest upon the fulfillrment of trusts

similar in degree and kind to the otlligations they assume in
undertzking government contracts.,

Trhere ~re czses whnere cost perticipetion by educatlonzl
institutlons is reasonable and Justifled. Where ¢ particulcr
program of research is planned by the institution and sore part
of the program, or an expansion in what the institution would be
prepared to finance, 1s of interest to the AEC, 1t 1s rezsonable
to expect the AEC only to contract for thzt portion. Where title
to certzin equipment purchased with contrzct funds 1s to remzin
with the institutlon, some participation zlso seems rezsonzdle, 1if
the equipment 1s expecteld to be of continulng value to tkre
institution. Wnere otaer equitles which tne Institution considers
of vazlue zra rezlicec¢, cost perticipatior might 21sc be expected,
It will e 2vident, however, that each of these cases 1s cepencent
upor. the inscitution's own Juégment of the factors invoived in a
particulzr prol2ct. KO gererz1 rule, no inslisterce on cocs:
pertizinatisn nder 2ny criteria 2pplied from outsice can co
Justice to =2ccrn situation.

Tt sezrms strings inceed that educztionzl institutlors should
have t=:r sirnzied out -t t.e one segmert of the natiorzl eonomy
wnise s crt prrs of the costs of work dore for the Federal

2 fz¢t thct unlversities are norn-profit ori:niza-
~=_» thzt they can operzte 2t 2 loss. It dces not
szem {21 to zZceous

educztion-l cnzrters for a2n encdezvor to recover costs., »
university's reputition nay te enncnced :znd 1ts resezrcen c.t-put
mey be incrzzcsed (which is in tre public irnterest) ty conirasts
fror tae Geovarrment, but reputztion or increzsed resezrch 2o not
par bills. If =z projJect, proposed or suggssted, Is rot of z=ny
probable vzlue to the AZC progrzm, then 1t snould not e finznced,
If the Cormiscsion helicves thzt 1%t will te of vzalue znd desires
that it te uncdertzker,, then the Commission should not be unwilling
to pay the coet.

*# % B & & &

The Advisory Committee is maxing this presentztiosn t: the
Commiscion in tne hope thzt 1t will le2d to 2 better undersiznding
of some of trne protlems in university--ZC contract operztions z2nd a
modificztion of those AEC prictices which zre not in narmon; with
the need for maintzlning the universities!' position 25 souni
operating inctituticns cedi:zted to tiie putlic interest., The Com-
mittee would welcone tre opportunity of meeting with nmexbers of
the Comnmission or its stzff to discuss tre matters presented in this
memorandum. The Ccmmlitee stznds ready and willing to rerder any

other zssistzrce Z2sired 1ia the fleld o research contrzct relations
betweer. the universitizs and the Cormission.

Respectfully subnitted by

‘ | | Bq | b U The ~dvisory Cormi<ree on Contrzctuzl

Felztlion:z wltly vne T.lerzl Government
Engireering Colisge [.28exrch Coonell

2 part 2nd in practically 2ll cases a
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ek 1idge, Temmssses

Aftentiom) Dr. G io Larson, Direstor, ‘ax ..dge Fa:ional Ls. oretory

Subjests ¢ IET 2aN L WV SOTOAL AL TITH NF ATUMGS LA

yentlamen}

T™his o.lee bas advance netice of the antieipated seeting in a« Ridge
of the Joint Pancl om the ¥edical Aspects of Atomie fariare, 8 growp
operating in behalf of the Research and Developmest Bourd of the
Departasat of Defemie. This panel in its eutiredy 18 composed of 37
petsons, a'd it i amtieipated st 75-80% of the mcmbers will be ia
attendance Bere ea Pecruary 2h-26, 1952y for this classified meeting.

CenZl

Aecording to present plans, Wiis gro.p w.ld like to visit the Miology
Avision, Jax Ridge latienal Lancratary, on Wonday, rebruary 25, and
tuey arc particalarly interested ia Lr. Furth's studies.

Y

(- 2203
¢

#3

for your informatlen ¥s are enclosisg & eopy af all names on 'he panel.
It is exvesied Dat an exact list of the p resns in attendarce sill e
firnished us 8L 1. as\ eme weex priar 0 the mset.ng.
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* Arnything tiat oan de done by the laborztory % ascquaint the -arel with
the work ia d>r.roes here wiil be very gresily aprreciated.

Yage KL
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Paul C. Aebersold, Chief, Isotopes Division 23 Februsry 1952
Oax Ridge Cpemations Cffice

8hields Yerren, M.D., Director

Divisicno c¢f Biolcgy and Medicine

MEETINU 1N WASTINGTCN MARCH 6 and 7

SYMBOL: B{:SW '
N
S8ince our discussion the cther dey, 1 bave given considerable
thou bt to the problems of the Isotope Division as related to
Division of Biology and Medieine. It seems to me thet it
would be »ighly desirable for you and your staff to meet vith
us in Vashin: ton for the purpose of discussing tress protlems
prior to your next Advisory Committee Meeting. Ve are partic-
ularly desirous of developing a mutually satisfectory approach
to the matter of health and safety regulaticns and the problens
assccieted with the free distributiocn of 1sotopes for cencer.
o If it i2 a% 2ll possible we would like for you to plan to be
=] Y.ore March 6 or 7. I have discussed this with Dr. Jolmson, end
0 te i3 in favor of such a meeting and plans to attend.
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-ak Ridge, Tennessee

steder 27, 1952

[des cbdutintabolaiE X X'
Ve lemee 1T e

Carbide and Carvon Cheileals Co. P -
ro.v -f 1ce gox *-° - - amm o mme—
Cax £id. e, Tennesses —_ -

\twentioa: Dre Co -« lar.on, 1 eotar, Jek rdge Rational Latorswory.

Judjeets o TICL TN - T LY I D%, SAL, IR P LOLEL NOTS
OJale ¥ o5HT . X £ M7 LE,

en .lemen !

Tis fflee 13 ia reseipt cf a asmorandue from tne Divisisa of Ricleg and
dedicine, -aghin ‘on, 1ated <tober 2., 195¢, stating they believe 14
“esiradble fur e Biology Jivisiom ef ibs Uak Ridge Baional Laboratery %o
parvieiyate in the diclogissl prosras plianed fer the subhjest tests.

»¢ understand that plans have been made for the exteat of C YL partieipation
in % e Ve .; mentioned, and that these inclade studies on enremcsces breaks

in DOrosophila, mta.iom rewes in Keuros and offeets of meutrems woa
Maﬁ& Sitation retes, as results aanieipated exposures.

This ‘f7ice approves of wne participatioa of the Tak Rdge Naticnal lLabora-
tory in W.e test pro.ram, and f-els that Wis study of weagoms ef: eets is
iarortant to the pro raa of the Ladoratory and ithe Commissiom. The

exz rience gainad by p.rscmnel partiei:ating in tmMa prograa will, we fesl,
be oL great d-nefit 0 the Kiclo'y Udvisiom.

Ie i3 our ind ratanding that the Jivision of Blology and =medieine will sap:ort
the «x.¢ns s of the Biclogloul tests st v test site. It i3 sntici,sved
that no ad:itional persomnel #ill Ce rsjuired for tnis soeeial p.rpuse. It

13 axpectad that ~NL ec.ts fur tnis test partieiation will be relatively
small ard ac.ommodated viwin the preseant budget of the BMology Mvisiom.

-a greatiy ap resiste your wil.ingnaes Vo engayge in tds . setal ~base of
the tas. prograle.
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