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Strengthening And Using
Universities As A Rescurce
For Developing Countries

In 1975 the Agency for International De
velopment awarded $42.9 million i contracts
and grants to U.S. universities, part of which,
was specifically for strengthening the univer
sittes’ capabiitties to deal with problems of
developing countrics. \

GAO found that not all such grants bad been
made in priority areas of interest, which
limited use of the capabilities being develop-
ed. GAO recommends that such grants be
made only when cledrly necessary to develop
capabilities the Agency needs. .

Contracts and grants have usualty been
awarded noncompetiuvely often o the basis
of wark praposdals the unversites developed.,
GAO recommends that the Agency procure
services from the universities only i response
to Agency programing needs and conswder all
potential sources when awarding contracts {or
such services.
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The Honorable Daniel K. Inouye
Chairman, Subcommittee on Foreign

Operations LR VIR A R
Committee on Appropriations )
United States Senate

Dear"Mr. Chairman:

In response to your April 17, 1975, request we have
reviewed the Agency for International Development's use
of colleges and universities, consultants and advisers,
and private and voluntary organizations in carrying out
foreign assistance programs. This report discusses the
Agency's use of universities as a development resource,
and it suggests that your Subcommittee may wish to ex-
plore with the Agency the differing views concerning
whether grants should be given to universities to develop
or strengthen capabilities if the Agency has no planned
use for these capabilities. Separite reports will be
issued on the other two subject areas in your request.

In accordance with your wishes, we did nct {ollow our
usual practice of submitting the report to the Agency or
the universities for their official comments. We did,
however, discuss our findings with Agency officials and
consider their comments in preparing this report, and
the universities having grants and contracts used as
illustraticns in this report were informed of the per-
tinent materfial. We reviewed the Agency's practices,
and it was not our intent to judge the universities
beyond their activities under Agency grants or contracts,

This report contains recommendations to the
Administrator of the Agency for International Development
contecrning the need to better plan and use university

! capabilities, being developed with grants under section

211(d) <f the Foreign Assistance Act, and the need to
consider all potential sources when procuring services

'from universities to meet Agency programing needs.

. As you requested, this report will be available for
general distribution 2 weeks after it has been received
by your Subcommittee. Release to the Agency will activate
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o
section 236 of the Legislative Reorganization Act of 1970
which requires the head of a Federal agency to subait a
written statement on actions taken on our recommendations

I

to the House and Senate Committees on Government Operationss  =/5c¢ o
within 60 days, and to the House and Senate Committees on .
Rppropriations with the agency's £irst request for appro- . ~ ¢ ‘22

priations made more than 60 days after the date of the re-
lease of the report. .

Sincer

Comptroller General
of the United States

BEST DOCUMENT AVAILABLF



Contents

Page
- DIGEST i
CHAPTER
1 INTRODUCTION 1l
) Dollar wvolume 1
Contracts versus dgrants 3
Maior recipients 3
AID-university relations 4
2 GRANTS TO STRENGTHEN CAPABILITIES
T OF U.S. INSTITUTIONS 5
Historical synopsis 5
Background of section 211(d)
program 5
‘ Implementation of section 211(d)
program 7
Section 211(d) ext sion: Utilizing
1 capacity or maintaining it 9
Auburn University 12
The University of Hawaii/
East West Center 13
Conclusions 15
Recommendation 16
Matters for consideration by the
Subcommittee 16
3 CONTRACTS FOR TECHNICAL SERVICES 17
University involvement in AID
activity 17
. Selection procedures for university
contractors 18
/ Awards by amendment to existing
\ ! agreements 20
\ Conclusions 22
Recommendations 22
t 4 CONTRACTS FOR RESEARCH 23
\ University of Minnesota: Program
| for applied research in fertility
N U requlation 23
Selection procedure 24
ﬁ . Monitoring 26
Move to Northwestern University 27
" \
A
%
A

\.\ " BEST DOCUMENT AVAILABLE



e

. .i '\
ggi‘ =
>

CHAPTER

International Fertility
Research Program
Selection procedure
Monitoring
Utilization of results
Conclusions

5 LONG-~TERM CCNTRACTS TO DEVELOP LDC
EDUCATIONAL INSTITUTIONS
Colorado State University contract
to develop Asian Institute of
Technology
Prcblems in measuring progress
Weaknesuses in AID evaluations
and reporting
Need to better monitor progress
Significance of noncompetitive award
Problems in establishing sister-
institution relationships
Conclusions
Recommendation

6 DIRECT AND INDIRECT COSTS OF UNIVERSITY
GRANTS AND CONTRACTS
Indirect cost rates
Variations in indirect cost rates
AID involvement in negotiations
Direct costs
Conclusions “

7 SCOPE OF REVIEW
APPENDIX

I Number and value of AlD-university
contracts and amendments by fiscal year

I1 Follow-on contracts utilizing capacity
developed under section 211{(d) grants

ITI Funds awarded to universities under AID's
Central Research Program, 1962-1975

v AID grants and contracts with Johns
Hopkins University in the areas of
population and health

46

47

50

53

bt e

ki



APPENDIX

v

vI

VII

AID

GAO
LDC

AID grants and contracts with University
of North Carolina in the areas of
population and health

AID grants and contracts with University
of Hawaii and East~West Center

Excerpt from Senate Hearings

ABBREVIATIONS

Agency for International Development
General Accounting Office

Less Developed Country

Page

54

55
56



> e
REPORT OF THE COMPTROLLER STRENGTHENING AND USINSG
GENERAL OF THE UNITED UNIVERSITIES AS A RESUURCE
STATES FOR DEVELOPING COUNTRIES
Agency for International
Development

The Foreign Assiscance Act of 1961 directs
that the Agency for International Develop-
ment, to the extent practicable, use the
facilities and services of the private sec-
tor, including educational institutions, in
carrying out assistance programs.

During fiscal years 1967-75, the Agency
awarded $442 million to U.S. colleges and
univarsities for such services as training,
technical assistance, or .researcch.

In reviewing Agency relationships with
universities, GAO found that:

~-Agreements for services often were basegd
on universities' unsolicited proposals.

~--The Agency generally made awards on the
basis of subjective considerations without
competitive cost or technical proposals.

~~Services procured were not always directly
related to the Agency's immediate pro-
graming needs. .

~--Special awards made to improve the
universities' cesponse capabilities were
not always in priority areas.

RECOMMENDATIONS TO THE SUBCOMMITTEE
AND THE AGENCY ADMINISTRATOR

GAO is recommending to the Agency Administrator
that:

~=All potential sources be objectively and sub-
jectively considered when technical services
contracts are awarded. (See p. 1l1l.)

Year Sheet. Upon removal, the report D-76~
cover date should be noted hereon. L 76-57
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--Technical services contracts and ccntracts to
develop overszeas educational institntions to
awarded in response to specific program necds,
and contract objectives be clearly stateli so
the Agency can determine whether the contractor
is performing adequately. (See pp. 11 and 18.)

--In the program planning process, bureaus and
missions be required to g.ve full ronsideration
to capabilities developed by universities at
Agency expense SO the considerable investment
will yield the greatest return. (Sce p. 7.)

In the Agency's view, grants to strengthen U.S
universities' capabilities to develop and carry
out programs concerned with social and economic
development in developing countries are an ap-
propriate use of funds even though the Agency
may have no plans for using the strengthened
capabilities.

The Subcommittee shcould consider whether Agency
funds should be used to develop capabilities
for which there is no planned use or whether
grant funds s.ould be directed toward key prob-
lem areas identified by the Agency, strengthen-
ing university capabilities where a need exists
and there is planned use for the strengthened
capabilities.

If the Subcommittee determines that cuch grants
should be m.de to develop capabilitics in the
key problem areas, it may wish to require that
the Agency Adminictrator, before 'awarding grante
to develop university capabilities, insure that
the grants are nececsary to create additional
resources essential to development programing
needs. To the extent possible, the planned uses
for these resources will sustain these capalkili-
ties without "maintenance" funding.‘ (See p. 7.)

GRANTS TO STRENGTHEN
U.5. UNIVERSITY CAPABILITY

A 1966 amendment to the Foreign Assisténce Act
authorized the Agency to provide funds to U.S.
research and educational institutions t»
strengthen their capabilities to develop and
carry out programs concerning economic ..nd
social development in developing countr.es.
From 1968 through 1975, the Agency awarced

ii
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$42.8 million to 45 institutions specifically
to strengthen their de-elopmrntal capabilities.
(Sce p. 5.}

The lack of agqreement wichin the Agenc: on the
intent of the authorizing legislation resulte?l

in some awards being made without adeqguate Agency-
wide planning or agreement on how the developed
capabilities would be used. By design, the uni-
versitties used most of the money to hire addi-
tional staff in the area in wiich capabilities
were to be developed. As some grants ¢ xpired and
the development of programing needs could not sup-
port the new capabilitins that generally were
embodied in individuals, the Agency had to decide
whether to let the capabilities dissipate or to
provide continued funding to maintain them.

{See p. 7.}

In several instances where development pr..raming
czmands were not sufficient to support the capa-
bilitieg at the universities, the Agency extended
the yrants to maintain the capabilities. Unless
the Aqgercy adeauately plans .or using the capaci-
ties develuped 3t the universities with grant
tunds, rome maintenance funding mey be needed in-
definitely. (See p. 9.)

CONTRACTS FNR TECHNICAL SERVICES

Contracts under wrich universities provide techni-
cal zervicns cover a wide range of activities.
These contracts have generally been awarded non-
competively on the basis that the selected uni-
vercity had the "oredominate capaoility® to do

“the work n the time reguired.

Many predoﬁinate capability justification state-~
ments did ‘not show that other potentfal sources
had been adegquately considered. Contracts were
awarded to the selected universities primarily
on the basis of prior work for the Agency. In
many cases, a project proposal was 7developed
jointly by a university and the Agency on the
assumption that any contract to carry ou‘ the

. .project would go tc that university.

é A recent revision to the Agency's procuremenc
regulations provides for limited competition,
\ in contrecting with universities, based on
Jear Sheet
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technical proposals without cost data. GAO has
some resetvacions that the revision will result
in greater competitior. 'sut it is too early

to judge the results of .the¢ izvision, (See

pp. 17 to 22.)

RESEARCH CONTRACTS

Since 1962 the Agency has given $83 million to
U.S. universities under its central research
program. Yirtually all research contracts are
tased on unsolicited proposals received in re-
sponse to the Agency's request for assistance
in defining development problems and proposing
innovative solutions.

On occasion the Agency moved its research con-
tracts froaw one university to another when the
principal investigator moved. The latitude given
to researchers appears to carry over into the
monitoring of research contracts. Muritors did
not always know of the cohtractors' progress or
whether research results wer2 being adequately
used. (See pp. 23 to 31.)

[/ JNG~TERM CONTRACTS TO DEVELOP
EDUCATIONAL INSTITUTIONS OF
LESS DEVELOPED COUNTRIES

The traditional type of Agency relat:onship with
universities was, until the early 1970s, the
multiyear contract to establish or sirengthen
institutions of higher education in developing
countries. Such contracts have generally been
awarded roncompetitively on the basis of the
Agency'’s subjective analvsis of U.S. universities'
experience, capahilites, and commitment to long-
term involvement. '

GAQ found that some contracts had bLeern extended
over 15 vyears and that the Agency Bsome times had
difficulty agreeing with the universities on when
the jobs were completed. Project evaluitions some-
times were not timely enough that the contractors'
progress in fulfilling the contract objectives
could be ascertained. {(See pp. 32 to 36.)
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DIRE(" AND INDIRECT COSTS OF
ONIVERSITY GRAMTS AND CONTRACTS

The Aget.cy reimburses a university for the direct
ant indirect costs of services provided. Indirect
costs are reimbursed at a percentadge rate of direct
costs. How this rate is computed and what it means
have been widely misunderstood. Universities use

-different accounting systems and compute the rates

using different direct-cost bases; therefore, uni-
versities’ indirect cost rates should not be com-
pared. The important factor is the total cost of
providing the services. (See pp. 38 to 42.)







CHAPTER 1

INTRODUCTION

buring hearings held on April 17, 1975, the Chairman,
Subcommittee on Foreign Overations, Senate Committee on
Appropriaticns, asked u3 to review the Agency for Interna- 87
tional Development (AID)-financed contracts and grants
with universities,

The Foreign Assistance Act of 1961, as amended, states
that, to the extent practicable, AID will use the facilities
and services of the private sector, including educational
institutions, in carrying out assistance programs. In
response to this legislation AID has awarded a multitude of
grants and contracts to U.S. universities. Contracts and
grants awarded for the following purposes were included in
our review:

--Grants to U.S. universities to develop their
own capability to deal with problems of less
developed ccuntries,

--Contracts to provide a wide range of technical
assistance activities, both in the United States
and in less developed countries, including train-
ing for AID employees.

-~-Contracts to perform research in areas such as
population, agriculture, and health.

--~Contracts to develop educational institutions
overseas.

DOLLAR VOLUME

\

Statistical data collected from verious sources,
including the AID Auditbr General and the Office of Contract
Management, show the following appr-ximate annual value of
AID-university contracts and grants from fiscal years 1967
through 1975.
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Yolus of Aid-University Contracts and Grants by New Awards
cnd Amendments, Fiscol Years 1967 — 1975
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Since 1967, the value of university contracts and
grants has represented from 2 to 5 percent of AID's total
appropciation. At the end of December 1963, 72 U.S. uni-
versities were working under active contracts and grants
with AID. By the end of June 1974, the number of univer-
sities had increased to 134. The following table based on
AID's June 30, 1974, report of university contracts shows,
for each of the four purposes stated above, the number of
universities involved, and the number of contracts or grants
awarded.

Purpose of Number of Number of
contracts ot grants universities contracts/grants

Grants primarily to
strengthen the U.S.
universities own
capacity to deal with
problems of less
developed countries 46 . 69

Coatracts for)a variety
of technical services in
the United States and in
less developed countries,
including training for
AID personnel 47 87

‘Contracts for research

\

in development problems 28 36

ntracts o develop
» educational institutions
in less developed
countries 32 47

® 2
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CONTRACTS VERSUS GRANTS

AID policy states that contracts are the normal legal
relationship for the procurement of goods or services and
that grants should not be used as substitutes for contracts,
thereby rendering inapplicable the rules and procedures set
forth in the Federal and AID Procurement Regulations. Grants
are not to be used for the performance of projects over which
AID plans to excrcise a substantial degree of operational
control. It is appropriate to use gran.s in carrying out
the purposes of the Foreign Assistance Act when emphasis is
placed on promotion of the independent capacity, integrity,
and quality of the organization or program supported, rathe

r
than on sgspecific work and the manner in wh1hh it is pnerformed
........ Spe Lhe manner periormed

on a day-to-day basis.

Although AID's policy gquidelines concerning the use
of contract or grant iastruments are clearly stated, we
found that the application of this policy to relationships
with universities is much less clear. We found instances
where contract and grant instruments were used to accom-
plish aearly the same purpose. For 2axample, smell research
projects are funded under a prime contract and subcontracts
at one university and under a prime grant and grant amend-
ments at another university.

MAJOR ECIPIENTS

For certain activities, we identified the major
recipient universities over a number of yeave. This data
for institution~building grants and for res--recil contracts
is shown in appendixes II and III, respec:. iy. The
following table shows the dollar value of 3.l university
contracts, grants, and amendments, by functiocnai category,
awarded during fiscal year 1975:

Dollar- amount

Functional category of awards
Population and health $ 8,267,000
Food and nutrition 23,485,000
Education (includes

participant training) 9,440,000
Employment 770,000
Other ) 945,000

Total $42.907,000
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AID-UNIVERSITY RELATIONS

From 1965 to 1973 AID and the universities had a formal
relationship established through the Advisory Committee on .1} 47
AID-University Relations. The Advisory Committee, made up ~ N
of representatives of five university associations, met
twice annually with top AID officials. After the dissolu=-
tion of the formal Advisory Committee in 1973, AID planned
to continue informal meetings with the universicy associa-
tions. These planned informal meetings did not succeed in
maintaining or furthering a good working relationship with
the universities, and during 1974 AID took major steps to
establish a new dialog with the universities. The renewed , | A&
series of meetings began witn the National Association of nEcf
State Universities and Land Gran: Colleges in November 1974.

Through this series of meetinas, AID and the association
have dealt with numerous nroblem areas.

On December 20, 1975, the Foreign Assistance Act of
1961 was amended to add title XII. Title XII =stablished
an expanded role for universities in the area of foreign
assistance, and it was the intent of the amendment sponsors
that U.S. land grant and othey universities would become
partners with AID in implementing the Famine Prevention and
Freedom from Hunger Amendment. As of March 1976 implement-
ing procedures had not heen established. 1In formulating its
new relationship with universities in the food and agricul-
tural field, AID snhould consider the problems discussed in
this report, particularly the nezd to adequately plan for
how the strengthened capabili-ies of U.S. universities will
be used in carrving out develousment activities.

The results ~f our review reported in the following
chapters represent our findings concerning those contracts
and grants 2t which we looked, We do not suggest that the
same problems exist with respect to ayl AID-university con-
tracts and grants. However, 4c cannot be sure that these
or other problems do rot exist with respect to other AID
contracts and grants with universities.

BEST DOCUMENT fvan,



CHAPTER 2

GRANTS TO STRENGTHEN CAPABILITIES

OF U.S5. INSTITUTIONS

Section 211(d) was added to the Foreign Assistance Act
in 1966 to permit AID to provide foreign assistance funds to
U.S. research and educational institutions "io strengthen
their capability to develop and carry out programs concerned
with the economic and social development of less developed
countries."” The first grants under this authority were made
in fiscal year 1968. As of December 31, 1975, AID had made
54 grants totaling $42.8 million to 45 universities under
the 211(d) program.

AISTORICAL SYNOPSIS

Although section 211(d) was added to the act in 1966,

1968. In 1970 AID redefined its priorities, estavlishing

the concept of Key Problem Areas. 1In 1973, as the first
grants neared expiration, AID faced the decision of whether
or not to renew them. At that time AID began a comprehensive
review of the 211(d) program and extended some of the grants
to postpone a decision on their renewal, pending the results
of the review. In October 1974, AID issued a new policy
statement on section 211(d) grants, based on the results of
the review. Under this policy, selected grants are extended
to "utilize" the developed capacity.

BACKGROUND OF SECTION 211(d) PROGRAM

AID and its predecessor agencies had always contracted
withh universities to carry out specific development activi-
ties, but AID believed that its working relationship with
the universities could be improved. A special study financed
by AID to addiess this problem concluded in 18964 that the
major problem in the AID-university relationships was that,
whereas AID believed it needed the multidisciplinary
resources available in the universities, the universities

. were generally not committed, on an institution-wide basis,
i to regular involvement in overseas activities. The agency

| saw a need to somehow stimulate the universities to a broad
ccommitment to international activity.

@ A legislative proposal prepared by the administration
in 1966 included two elements which would provide funds to
universities to stimulate the establishment and strengthening
of programs of international studies (1) the International
Education Act would authorize funding to create a balance

?

\ ] i

AID did not begir making the 5~year grants until fiscal year -
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in university curriculums between international and dumestic
programs and (2) the section 211(d) amendment vo the For-
eign Assistance Act would authorize funding to create re-
sources upon which AID could draw to meet its current and
future development program needs.

In discussing the proposed legislation, AID told the
Advisory Committee on AID-University Relations that-the
Agency was attempting to make a clear distinction between
(1) activities in the foreign aid field authorized and fi-
nanced under the Foreign Assistance Act and (2) activities
to strengthen education in international fields not for
foreign aid purposes but to permit the United States to
better fulfill its role as a member of the world community
of nations.

In the House of Representative's Committee on Foreign
Affairs Report (No. 1651, June 23, 1966) the 211(d) amend-
ment was seen as enabling universities to develop on-campus
competence through indepth studies directed toward particu-
lar subjects, the emphasis of which would be on technical
programs directly related to economic growth. AID would
then be able to draw upon the universities' findings for
programing and implementation. Thus, section 211(d) war
seen as complimentary to the International Education Act
which would permit the development of educational expertise,
including language and area studies, as an end in itself.

Th= International Education Act authorized $140 million
in grants for fiscal years 1967, 1968, and 1969%; however,
no funds were appropriated to carry out the act. The amend-
ment adding section 211(d) to the Foreign Assistance Act,
which was only a small part of this total legislative
package, was passed in September 1966 and became the part
of the legislation under which the univirsities could re-
ceive funds to develop international expertise. Section
211(d) provided that up to $10 million in Foreign Assistance
Act funds could pe used in a fiscal year to strengthen the
capabilities of universities.

Subseguently, two interpretations of the intent of
section 211(d) developed. On the cone hand, universities,
whose expectations had been built up by the prospect of
grant funds for developing internaticnal programs as an
end in itself under the International Education Act, tended
to expect 211(d) funds to be made available for that purpose.
Within AID, some officials had expectations for section
211(d) which closely paralleled the universities' views.
Other AID officials held to the view that section 211(d)
was for developing expertise which AID needed. Before the

BEST DOCUMENT AVAILABLE
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amendment was passed, AID supporting documents had stated
that the Agency should maintain the initiative on the grants,
programing outward from operational needs rather than relying
on unsolicited proposals from the universities,

To implement section 211(d), AID planned first to deter-
mine the problem areas which required grants for the univer-
sities to develop expertise. Then a determination was to be
made as to what type of resources and organizaticnal arrange-
ments would be necessary to address each problem area. Once
that decision was made, the most appropriate university would
be selected.

IMPLEMENTATION OF SECTION 211(d) PROGRAM

In making section 211(d) awards, AID tried to establish
a pattern of interuniversity linkages by making the creation
of co~sortia--combinations of universities--a condition of
grants or by strongly encouraging the formation of consortia
concurrent with the making of the grants. The formality
of the consortia ranged from actual incorporatior of a body
subscribed to by the member universities, such as the Midwest
Universities®' Conscrtium for International Activities, to
simple agreements that the recipients would meet regularly
for discussions to avoid duplication of effort.

Universities were advised to consult with AID prior to
preparing formal proposals stating how the grant money would
be used to strengthen capability in the problem area. We
found that a university's prior involverment with AID was
a major factor in determining which universities would be in-
vited to submit proposals. 1In fact, scome of the first sec-
tion 211(d) awards were made to replace or supplement exist-
ing agreements. For example, the University of Wisconsin
had already been working on the problem of land tenure under
a research contract. AID determined that a section 211(d)
grant would be a preferable instrument and made an award
to replace the research contract. Similarly, Johns Hopkins
University had been involved in health work under AID con-
tracts, and a section 211(d} grant was awarded to supplement
existing arrangments. Auburn University 1lso received a sec-
tion 211(d) grant to replace other fundirg arrangements.

The disagreement within AID on how section 211(d) was
to be applied apparently was not reconciled. Our review of
the awards showed that, while many were male for the study
of such known specific problems as agricultural production,
others were made to develop competence in “ields not identi-
fied as specific problem areas~--for example, comparative
legislative studies.



Our review showed that some of the awards, not directed
to specifically known problems, and the capabilities devel-
oped were used very little by AID. For example:

--In 1969, AID awarded $1,240,000 to Yale University
to strengthen its expertise in the relationships
between law, development, and modernization., In
1971, Stanford Uaiversity was awarded a companion
grant for $700,000. MNeither of these universities
received any follow-on contracts for AID work in
this subject area, although, in the case of the Yale
grant, AID said that faculty members associated
with the program had provided consultant services
through contracts to AID and developing countries
and the program supported by the grant has pro-
vided training to developing country students
supported by AID.

~-In 1971 AID awarded companion section 211(d)
grants to Duke University, the University of
Hawaii, and the University of Iowa, in the
amounts of $500,000, $235,000, and $265,000,
respectively, for comparative legislative
studies. No follow-on contracts were awarded
to any of these schools for work in this area.

In contrast, it appears that many of the grants for

. expertise in solving particular problems were generally

beneficial to AID, as evidenced by subsequent utilization
of the developed capacity under other contracts. For ex-
ample, section 211(d) grants tc Colorado State University
and Utah State University in water resources have been
followed by a total of 15 contracts in the same subiect
area. Michigan Stale University, which received a sec-
tion 211(d) grant in international agricultural econcmics,
received 10 follow-on contracts.,

The above examples show that the process established
for award of section 211(d) grants did not always succeed
in insuring that the grants were made in AID's priority
areas. AID officials responsible for the comparative
legislative studies grants stated that the grants reflect~d
AID needs and were awarded, after debate and discussion, on
the basis of a decision by the AID Administrator., Other
responsible AID officials stated that the comparative leg-
islative studies grants are not reflective of Agency needs,
either now or at the time they were made. The fact that
the grants were made must be attributed to a lack of agree-
 ment between various bureaus within AID concerning what the
agency 's needs are and how to fulfill them.

S g
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Our review also showed that, where section 211(¢&) grants
had been awarded to two or more universities in the same sub-
ject area, follow-on contracts were often awarded to only
some member universities of the group. For example, in 1968
AID awarded section 211(d) grants in the amount of $200,000
each to six universities to strengthen their capacity to
provide assistance to AID in promoting agricultural develop-
ment in India. (See app. II.) PFour of these universities
did not receive other contracts for agricultural development
in India. One university received a contract for $24,000
and the other received two follow-on contracts totaling
$304,000. Also, in the area of tropical soils, section 211(4d)
awards were made to five universities. However, only three
of these universities received follow-on contracts for work
in tropical soils.

In designing the policy to implement the section
211{d) program, AID had insisted that the universities be
willing to relinquish a degree of their sovereignty in the
interest of a viable division of labor between universities.
The,division of labor basis on which some awards were made
resulted generally in smastler dollar awards for the member
wniversities than if the tot2l award had gons to one uni-
versity. We found that not all universities were willing
to participate on a consortium basis. For example, section
211(d) awards in livestock were made in Iiscal year 1972
to Texas A&M University, Tuskegee Institute, Purdue Univer-~
sity, and the University of Flordia. Each institution
receivad $500,000, except Purdue, which received $250,000,
2lthough the universities have worked together in carrying
out the various aspects of the program, there is a feeling
on the part of some university members that their institu-
tions should have received the entire award. N
SECTION 211{d) EXTENSION:

UTILIZING CAPACITY OR MAINTAINING IT?

Under the new wvolicy of October 1974, AID provides
extended section 211(d) support to recipient universities
working in carefully selected problem areas. The rationale
cited for these extensions is that AID is shifting its em-
phasis in there problem areas from development of capacity
to utilization of capacity.

Our review showed that AID was faced with one of the
major problems of the section 211(d) program when the first
grants approached expiration--the recipient univercities,
which had used section 211{d) funds primarily for personnel
costs of faculty and graduate students, indicated that with-
out some source of funding the number of personnel and level

-~



‘-‘-n

of activities would have to be reduced. The capacity devel-
oped under the 211(d) grants, which was primarily embodied
in individuals, would dissipate. This problem pervades the
entire concept of institution building, i.e., of building
into U.S. educational institutions a capability, or level

of expertise, upon which AID would be able to draw to meet
its programing requirements.

In considering this problem, we observed that the
section 211(d) concept was based on two broad assumptions
which did not hold true: (1) institutional capacity was
something that could be built, would remain relatively
stable, and would be available when needed; and (2) the
growth pattern that universities were experiencing in
1966 would continue indefinitely and that this growth
would enable them to continue activities after 3rant
funds were expended.

Officials at one university expressed at the time of
our review the belief that, if a university really did a
good job of developing its capability, there would be ade-
quate demand to sustain the capability. We do not believe
this statement would hold true in all cases. For example,
the fact that no follow-op contracts were awarded for com-~
parative legislative studies, as discussed above, does not
necessarily mean that those universities did not do a good
job of developing their capacity. AID pricrities simply did
not lead to a demand for that particular expertise.

When AID officials were planning the section 211(d);
program, they envisioned that the grants would not be used
for specific projects--that specific projects would be
funded separately from the section 211(d) grants. Examples
cited earlier show that this occurred in some cases, but
in many it did not. AID's programing elements, including
the regional bureaus and the AID missions, 4id not generally
understand and supporc the section\ 211(d) progrvam. As a
result, the expertise being developed under the grants was
not regularly considered in the programing process.

Al though AID recognized this fact in its 1973 review,
the policy which resulted from the review did not prcovide
any requirement that section 211(d) reripients should be
given preference in the award of contrezcts for specific
projects. We found that within AID there are strong dif-
ferences of opinion on this issue. In our opinion, this
lack of accord within the Agency is ref. ective of the way
the section 211(d4) program has been man:ged from the begin-
ning. Grants were awarded in areas not particularly relevant

10



to AID needs, and even when the subject area of the grant
seemed directly relevant to needs, the capacity was some-
times not used.

The recognii.on of a need for continued funding in the
carefully selected problem areas led to at least two separate
arrangements to maintain the capacity and hence protect AID's
investment.

--The extension of .the section 211(d) grants
in a "utilization" mode, as authorized under
the October 1974 policy change and noted
above.

--The award of a "University Services Agreement"”
which is a grant composed of (1) core funding
support to develop projects and (2) funding
for the projects develened.

The University Services Agreement is a creation of
AID's Bureau for Population and Humanitarian Assistance
and actually predates the concept of section 211:4d)
"utilization" extensions. However, the similarities in
intent of the utilization extension and the University
Services Agreement can be demonstrated by the case of
Johns Hopkins University, which received both types of
grant following a section 211(d) grant for work in
population and health. (See app. IV for list of con-
tracts and grants in the areas of population and health at
Johns Hopkins.)

The University Services Agreement was awarded to allow
Johns Hopkins to use the expertise developed in population.
It provided continuing support for the salaries of faculty,
who were to develop projects in collaboration with less devel-
oped country institutions. These project ideas are submitted
to AID and, if approved, are funded as subprojects from funds
included for that purpose in the University Services Agree-
ment grant.

The section 211(d) grant extension was awarded for Johns .

i Hopkins to maintain the response capability established dur-
‘ing the original grant in national glanning and low cost

ahealth delivery systems. The major results were to pe educa-
‘tion and training, research, technical advisory services,
‘information ccullection and dissemination, and institutional
%inks. The work plan of the extension grant ¢°'d not estab-
ish required levels for these results but listed illustrative
research topics and expected numbers of people to be trained.

Y
i
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We found that documents related to the award of the
section 211(d) grant extension -~ften referred to the
need to "maintain," "sustain," and "retain" the dJdeveloped
capability. There was conuiderable discussion within AID
concerning this prcblem. Some consideration was given to
awarding a contract to use the capability, but it appears
that AID finally decided to award the sectiun 211(d) ex-
tension because (1) Johns Hopkins believed it needed the
flexibility that only a section 211(d)-type grant would al-
low and (2) a contract requires a specific scope of work,
which AID at that time could not define.

Qur review of AID's relationship with two other in-
stitutions showed a pattern of awarding contracts or grants
to develop a response capability in the institution and then
awarding continuatiorn, or follow~on, contracts or grants to
maintain the capacity.

Auburn University

Auburn University received a section 211(4) grant in
aquaculture in 1970, to replace existing funding arrange-
ments. This award must be viewed in historical perspective.

In 1966, AID requested the assistance of Auburn
University (Alabama) in establishing a world-wide inland
fisheries and aquaculture program. On the basis of several
conferences and correspondence, Auburn prepared a proposal
for a three-phase program to be carried out over a period
of at least 5 years. This proposal was adopted as the
work plan of a contract effective June 30, 1967, with AID
ptoviding $160,000 for the first 18 months' work,

Phase I was to be concerned with the development of
an adequate staff at Auburn and the\ identification of prob-
lems in less developed countries; Phase II with the extended
development of facilities and expansion of research activi-
ties; and Phese III with further extension of host country
demonstrations begun in Phase [I.

We four.d that after 2 years and $365,000, the original
contract was terminated and replaced by a basic ordering
agreement under waich task orders would be issued for
specific services. Task order I continu3:d the core support
for faculty which had been provided unde: the prior contract
and authorized periodic survey and evalu.ation studies on
a world-wide basis te determine aquaculture potential.

12
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We found that in 1963, on the basis of surveys being
conducted by Auburn in developinc couniries, AID/Washington
officials administering the project saw that anticipated
programs were not going to materialize and concluded that
funding under the task order wouald have to be drastically
reduced. There was, however, still considerable support
for zquaculture in AID/Washington, so & search began for
a mechanism to protect and maintain at least a portioy of
the expertise that Auburn "in good faith" hed assembled.
AID apparently concluded that the obvious device was a sec-
tion 211(d) grant. Accordingly, AilL reguested that Auburn
prepare a grant proposal that would allow Auburn to maintain
the staff and facilities already developed under prior AID
arrandements, and to continue the scope of services called
for in the task order arrangement.

Auburn's section 211(d) grant ran from 1970 to 1975,
and in 1975 was extended in the "utilization" mode until
1977. The basic orderinag agreement with its task order
arrangement, entered into in 1969, was continued in effect,
with intermittert funding until 1973. 1In add’tion to the
section 211(d) crant and the basic orderiny acreement, AID
has, since 1970, had a series of contracts w.‘h Auburn under
which Auburn was to provide assistance in the development
of fish culture techniques in less developed countries.

) The Auburn example shows that AID was involved in
building up university capacity 0 meet its perceived
needs even before the section 211{d)} program was initiated.
This example also shows that the problem of developing
a capacity for which demand does not materialize predates
the section 211(d) pregram. The situation which arose at
Auburn in 1970 was similar to that encountered when section
211{d) grants expire-~the university could nct maintain
with its own funds the faculty which were added under AIN's
funding to develop capacity. In this case, the section
211{(d) grant itself was used to "maintain” the capacity
which had already heen built up, and in 1975 AID again
provided maintenance funding.

. The University of Hawaii/
‘East-West Center

§
. The federally-funded Center for Cultural and Technical

Interchange Between East and West:. generally krown as the
@ant-West Center, was established on the University of
Hawail campus by the U.S. Government in 1360, with the

v BEST DOCUMENT AVAILABEF
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goal of providing better relations and understanding between
the United States and the nations of Asia and the Pacific.
The Center condicts programs in five areas: population, com-
munications, food, cultural lezrning, and technology and
development. In 1975 the Center separated from the Univer-
sity of Hawaii and became an independent institution. Under
this new arrangement, some of the costs previously financed
by AID contracts and grants will be funded through the State
Depar tment appropriation.

We identified cthree contracts/grants at the University
of Hawaii and the East-West Center that were not awarded
under section 211(d) but which appear to have the same
intent--stiengthening university and center capabilities.
Each of these contracts/grants had terminated but new
continuation awards have been received from AID. The
original and continuation awards are identified in the
following table. ({See app. IV for list of AID contracts
and grants at University of Hawaii and East-West Center.)

Project
period Award amount
(including {including
Award amendments) amendments)
University of
Hawaii:
School of Public Original 6/66-6/70 $ 326,000
Health Continuation 6/71-8/75 1,667,000
East-West Center:
Population Original 6/68-12/74 5,210,000
Institute Continuation 7/74-6/76 1,726,000
Communications
Institute Original 6/71-8/74 1,072,000
Continuation 7/74-6/76 1,159,000

The original public health 5rant was intended to estab-
lish a family planning studies unit in the School of Public
Health. Under the continuation grant, the university was
expected to further develop and expand the school intc a com-
prehensive academic center for family planning training, re-
search, consultant and advisory service. During fiscal year
1971, an interim perjod betwean the original grant and the
first continuation award, the center acted as a funding con-
duit to the program, providing $150,000 of funds from another
contract. At the time of our review, a second continuation
grant had just been negotiated with AID. Therefore, the
School of Public Health will have received continous institu-
tion development funds from AID for at least 10 years.
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The original population contract, which was received
by the center in June 1968, was intended to establish a
Population Institute within the center. With the contract,
the Center was able to develop a capability in the popula-
tion field. As the contract neared its expiration date,
i~ became apparent that the institute would not be able to
maintain its staff and program capability without continued
AID support. Therefore, a continuation grant was negotiated
with AID., The new grant had a stated purpose of making the
new capabilities of the institute more available to govern-
ments and institutions of the Pacific. AID now expects that,
at the end of the extended grant period, AID assistance for
coce staff and operational expenses will cease and the State
Depar tment appropriations will assume these costs. At that
time, AID will have provided 8 years of continuous develop-
mental funding.

The Center's Communication Institute received its
original grant in June 1971. The purpose of the grant was
to develop an institutional capability for information/
education communication support of population programs in
the less developed countries. As with the Population Insti-
tute, when the devalopment grant expired in 1974, the insti-
tute was unable to maintain its staff and program without
continued AID funding, so a contincation grant was negotiated
with AID with a stated purpose of making the new capabilities
of the center more available to the United States and the
nations of Asia and the Pacific. AID expects that, at the
end of the grant period, AID assistance for core staff and
operating expenses will cease and the Stute Department appro-
priations will fund these costs.

We noted that, in all of the above cases, AID was pro-
viding continving funds to universities in order to keep
expertise assembled. In some cases, notably the University
Services Agreement, these funds are used to develop new
projects te be funded by AID. This does not, in our opinion,
represent programing outward from Agency needs but puts the
Agency in a defensive posture with respect to the universi-
ties. AID officials contend that AID is not always in a
position to know what projects are needed, and much of what
the universities do for AID is to identif/s activities to
he performed. We believe that this situaiion adversely af-
fects the Agency's ability to set objectives and to hold
the university contractors to a level of pi:rformance. This
is discussed further in chapter 3 on technical services con-
tracts.

oEST DUCUMENT AVAILABLE
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CONCLUSIONS

In our opinion, the lack of agreement within AID con-
cerning the intent of section 211(d) led to many awards
being made without Agency-wide planning for how capability
to be developed would be used. It appears that AID's deci-
sion to provide continved funding to prevent the universi-
ties from losing capacity they had develoyed was in some
cases based on a desire to maintain the capacity and did
not necessarily reflect AID programing needs.

RECOMMENDATION

. The Administrator of AID should insure that its pro-
graming eleme, ts, including the country missions, give proper
conzideration %0 the capabilities being developed under sec-
tion 211(d) grients, so that these considerable investments
by AID will v.i_ld the greatest return.

MATTERS FCR CUMSIDERATION
BY THE SUBCOMMITTEE

The Subcommittee may wish to explore with AID its view
that grants to strengthen U.S. universities' capabilities to
develop and carry out programs concerned with social and
economic development in developing countries are an appro-
priate use of AID funds even though AID has no short- or
long~-range plans for using the strengthened capabil.ities.

In reviewing this matter with AID, the Subcommittee should
consider the view held by others that drants should be made
to develop capabilities only in the key problem areas iden-~
tified by AID. If the Subcommittee determines that the
latter view is a more appropriate use of AID funds, it may
want to require that the Administrator of AID, before award-
ing new or extending old grants to develop university capa-
bilities, insure that such grants are necessary to create
additional résources essential to AID's programing needs, and
that AID's planned use for this capability will, to the ex-
tent possible, sustain it without "maintenance” funding.

\ | : : 16
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CHAPTER 3

CONTRACTS FOR TECHNICAL SERVICES

Contracts under which universities provide technical
services to AID cover & wide range of activities. For ex-
ample, Colorado State University provided experts in water
resource management to assist in carrying out AID-financed
irrigation projects in Pakistan and the Philippines; the
University of North Carolina helped AID prepare a project
paper for a new project; Johns Hopkins University conducted
a special program to train less developed country health
planners; and other universities conducted workshops for
AID employees. As of June 30, 1974, AID had 134 active
contracts with 47 universities for various technical serv-
ices, both in the United States and in less developed coun-
tries. The range of technical services can best be shown
by considering the entire range of AID activity, and recog-
nizing tnat AID calls upon the universities for expertise
in all phases of this activity.

UNIVERSITY INVOLVEMENT IN AID ACTIVITY

AID's procedures for planning and carrying out foreign
assistance activities are constantly evolving, and the pro-
cedure itself is not static but represents a continuous
ongoing activity. Under the most recent modification to
AID's procedures, the process begins with the identification
of a development problem to be addressed. This then leads
to consideration of alternatives, and selection of a pre-
ferred alternative. Overall development goals and strategy
for a country are embodied in the 3- to 5-year developmant
assistance plan and in sector analyses covering geagrarhical
areas or economic sectors. The plan and the sector analyses
are not tied to the budget cycle but are prepared as AID/
Washington or AID/country missinns, see a need.

Within the budget cycle, AID/Washington transmits to
AID/country missions a set of guidelines for preparing the
field budget submission. The missions then prepare a budget
of new proposed projects and continued projects consistent
with the guidelines and with the development assistance plan
and the sector analyses previously prepared., The projects in
the field budget submission have gone through the first step
of the approval procesr at the time they are included. The
subsequent review of the budgets is paralleled by a review
of each proposed project. To facilitate the review and
approval process, a project review paper is prepared, which
includes an analysis of inputs, outputs, and assumptions on
which the decision should be based.
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The regional and functional bureaus consolidate the
appropriate field budget submissions into a bureau budget.
The Bureau for Policy and Program Coordination reviews tha
Bureau budgets and consolidates them into the overall agency

budget presentation.

This brief summary of the AID project identification
and approval process includes several steps at which univer=-
sities may be contracted for assistance, as shown below.

[UNIVERSITY INVOLVEMENT UNDER CONTRACTS]

] ¥ ¥ X
Project
Sector | |Development| |[Identifi-| |Project|  |Carrying| |Evaluat-
Analyses| |Assistant [“|cation [ |Review Out ™ling
Plans Document Paper Project Project

\\4///?;onsidered during future analyses and plans)J//

AlD-university contracts for technical services have
included university participation in most, if not all, of
The service to be performed by the
university may range from as little as providing an expert
for short-term advice on the implementation of a project,
to thte involvement of several individuals and other uni-
versity resources in carrying cut a multicountry project.

the above activities,

Qur review of several AID-university contraccs for
technical services showed contractor s2lection procedures
to be a problem area, as discussed below.

SELECTION PROCEDURE FOR

UNIVERSITY CONTRACTORS

\

\

AID emphasizes collaboration between the host country,
the Agency, and the private sector contractors in developing

project ideas.

Because of this collaborative approach, uni-

versities are involved in developing project ideas, and in

some cases, AID provides funds
pose of developing new project
University Services Agreement,

Our review showed that in
to determine whether a project
with the university.
most project ideas "evolve"

ideas.
ch.

2.)

most case:
idea originated with AID or

to univ:rsities for the pur-
(See discussion on

it is difficult

AID officials explained to us that

interaction between AID and the universitv.
for many projects, there is no point at wiich AID decidnes
that the project should be done by a university, by con-

tract with a private firm or a voluntary agency, or by
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direct-hire staff. 1In most cases, when the project idea

was developed in conjunction with a university, the project
deccription implies that it will be carried ocut by a univer=-
sity, usually the one involved in planning the project.

In awarding contracts, AID has generally not required
universities to bid competitively. Prior to 1972, univer-
sity contrac:s were awarded on the basis of negotiation
and were termed "sole source" awards. In most instances
the selected university was not the only source from which
the service could be obtained. Consequently, in 1972 AID
amended its procurement regulations to include the concept
of "predominate capability." ©Under this concept, contracts
could.be awarded without the solicitation of cost or techni-
cal proposals from more than one offeror, and without infor-
mal solicitation whe-=, in AID's opinion, one institution had
exclusive or predominant capability by reason of experience,
specialized facilities, or technical competence to perform
the work required within the time required and at reasonable
prices. This type of award is required to be fully justi-
fied by the initiating technical office in a written document
entitled "Justification for Noncompetitive Procurement."

Cur review of "Justification for Noncompetitive Procure-
ment" documents for a cample of technical services contracts
showed that prior AID contracts in the same subject area,
and hence the need for AID to capitalize upon its "invested"
funds, was often given as a reason for noncompetitive pro-
curement. For example, AID's Technical Assistance Bureau
justified a noncompetitive procurement from Colorado State
University, in part, on the basis of "Colorado State Univer-
sity's competence, experience, ongoing programs and working
agreements, ard AID's investment in a Basic Ordering Agree-
ment with this university in the past.”

Many of the contracts selected in our sample were
follow-ons to previous contracts. In some of these cases,
the justification statements were repetitions of the preced-~
ing justification statement. For example, AID's Office of
Science and Technology requested that the contract ofifice

. negotiate only with the University of North Carolina for
i a contract. In this instance, AID justified the single-

source procurement on the basis of succcessful completion
Kof the pilot course--a predecessor contract.

In early 1976 AID amended its procurement regqulations
to include a procedure under which universities would
compete on the basis of technical proposals without cost
data. Theoretically, this procedure would permit AID to

\
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compare technical proposals to select the best qualified
contractor, while not requiring universities to compete
on the basis of cost. :

The new procedure is applicable when the AID technical
nffice, with the concurrence of the contracting officer,
determines that the required skills or institutional rela-
tionships are available only from educational institutions
or international research ~enters. Under this procedure,
the technical cofficer is reqgiaired to prepare (1) a list of
selection criteria for che evaluation of potential contrac-
tors, (2) an initial soirce list of institutions considered
capable of performance, a-d (3) a statement of the work to
be done. The contract of.ice then solicits technical pro-
posals, without cost or price data, from the institutions
on the source list. The technical proposals received are
reviewed by a committee chaired by the technical office and,
using the original criteria prepared by the technical office,
the best technical proposal is chosen. The contracting of-
ficer then obtains cost and pricing data from the selected
institution and enters negotiation. If a satisfactory con-
tract cannot be obtained, the committtee then recommends
the next best technical proposal, and the contracting of-
ficer obtains cost and pricing data from that institution
and enters negotiations. This procedure continues until
a contract is obtained or the list is exhausted.

The new procedure does not differ substantially from
the procedures employed under the prior "predominate capa-
bility" rule. Rather, it is an attempt to require a more
systematic analysis to insure that the institution selected
has predominant capability. However, under the new procedure,
the AID technical office which was involved with the univer-
sity in developing and refining the project idea, will write
the description of the weork to be done and the criteria for
the selection of the contractor and will chair the committee
which selects the best technical proposal. In our opinion,
this procedure puts the AID technical office in a positiocon
to effectively control the selection of the university on
a subjective basis and therefore does not differ substan-
tially from the previous practice of selection on the basis
of "predominate capability." Since this procedure was only
recently added to the procurement regulations, the impact
of this revision cannot be judged at this time.

Awards by amendment to existing agreements

AID has established a pattern of awarding over one-
half of its university contract and grant dollars in the
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form of amendments to existing agreements rather than in new
agreements. From 1967 through 1974 the portion of university
contract and grant dollars awarded under amendments ranged
from a low of 55 percent in fiscal year 1972 to a high of

8l percent in fiscal year 1969.

In certain situations, reqular amendments were planned
vhen the initial contract was awarded. For example, AID
may decide at the time of the initial award that, even
though the contract is for a long-term project, the funding
will be provided in annual (or other periodic) increments.
The long-term contracts for developing educational institu-
tions in less developed countries would be an example of
such a situation. Other agreements have been written for
carrying out a series of projects in many countries,
with the intention that each additional project would be
incorporated into the overall agreement and funded by an
amendment. For example, the University of North Carolina
was awarded a University-Services Agreement in 1971 to
"develop and implement various population/family planning
octivities." As of September 1975 the agreement had been
anended 20 times to undertake new projects as they were
developed. .

Other technical services contracts with universities
were amended numerous times because the original contracts
failed to clearly state the scope and objectives of the
work o be performed. As a result, AID and the universities,
in effect, continued negotiations after the contract was
signed and during the contract, leading to amendments to
change the objectives and scope of wori. For example, we
noted that ofter signing a 3-year contract with the Uni-
versity of North Carolina to field test a methodology
for nutrition studies, AID found it necessary to amend the
contract's scope of work in response to a difference of
opinion with the university on what'\the original scope
of work meant. This contract was later amended again to
provide extended time*and additional funds because the
contractor indicated that certain parts of the work could
not be done until late in the contract and that additional
time would be needed to assess the restlts.

In our opinion, it is understandable that university
contractors/grantees would propose new wdrk under existing
Oor new contracts, because in many cases it is difficult
for university steff members working on an AID project
to be assimilated into the university's other activities
if AID support terminates. An AID offic:ial stated that
university officials are very much aware of when their con-
tracts and grants are about to expire, ard that universities
do not hestitate to submit pnew or extended funding proposals.
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At one university we noted that it was an unwritten policy
to encourage staff members to solicit government contracts
and grants, and one department head told us that his people
are expected to obtain outside support through contracts
and grants to cover 50 to 75 percent of their salary. He
said that, if a staff member is not successful at bringing
in a substantial percentage of his salary costs through
grant or contract business, he probably would not remain

at the institution very long.

CONCLUSIONS

Contracts for technical services have generally been

RN e ] 11 1
awarded noncompetitivelv, often fo

for the performance of

work proposals develonzd jointly by AID and the university.
Many of these noncompetitive awards are justified primarily
on the basis that a working relationship already exists
between AID and the selected university. We believe that
this type of award may contribute to the problem of objec-

tives and scopes of work not being clearly stated.

Al:hough the new procurement regulations are desiqgned
to incrzease the number of sources, we believe that it will
not siynificantly change the award patterns, since the
initiating technical office is still in a position to
subjectively control the selection process. Furthermore,
the practice of awarding the lzrgest share of funds by amend-
ing existing contracts means that this change will affect
less than half of all doslar awards.

RECOMMENDATIONS

We recommend that the Administrator of AID take action
to insure that all potential sources are given adequate,
objective and subjective--costs and contractor capability--
considerations in the award of technical services contracts.
AID should insure that technical services are procured only
in response to defined development program needs and that
the objectives of procurement actions are clearly stated
so that AID can reasonably hold the contractor to a level
of performance.
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CHASTER 4

CONTRACTS FOR REGEARCH

AID's research program has been in operation since
1962, As of June 30, 1975, U.S. un.versities had received
$83 million for research under the program. The distribu-
tion of these researcn funds among the universities is
shown in appendix III.

The Central Research Program is coordinated by the
Office of Research and University Relations in the Bureau
for Technical Assistanc~n. This office disseminates
information to the research community and provides pro-
cedures for submitting research proposals to AID. AID
has suggested several areas in which it believes research
is needed; however, it also has called upon the research
community to assist in defining the problem areas where
research is needed. AID encoufages innovative research
proposals, especially from institutions which are well
acquainted with foreign assistance needs.

AID receives many more proposals than it can finance.
We found that virtually all the research projects funded
under the Central Research Program result from unsolicited
proposals. The approval process iucludes review by an

.internal committee--the Research and Development Committee--

and an external committee--the Resiearch Advisory Committee.
The findings and recommendations ¢f the external committee
are advisory.

We reviewed two related research projects concerning
fertility control techniques to determine why the research
contracts were awarded, how the contractors' performance
was monitored, what the relationship was between the con-
tracts, and how the results are utilized. Our selection
of these two contracts was based on the dollar amount
involved and the subject matter. They may or may not be
representative of AID's research program.

UNIVERSITY OF MINNESOTA: PROGRAM FOR
APPLIED RESEARCH IN FERTILITY REGULATION

The Program for Applied Research in Fertility Regula-
tion, known as the Minnesota Project, was originally
presented to the AID Research Advisory Committee as a pro-
cedure in which the University of Minnesota would subcon-
tract and manage at least 20 research projects over a
period of 3 years. The Research Advisory Committee was
concerned about the University of Minnesota, as the inter-
mediary, being in the role of selecting and managing AID
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research. Committee members expressed varying concerns about
other possible intermediaries, levels of monitoring, delega-
tion of responsibilities, and quality of the panel of ex-
perts. It was pointed out that the committee had until then
not favored this type of arrangement. It finally granted
approval to the project, but emphasized that this action
should not be interpreted as approval for future research
proposals to be set up in the same manner.

AID entered into the contract with the University of
Minnesota on May 31, 1972, with initial funding of $3.3
million for 3 years. The contract provided funds for a
small administrative staff at Minnesota, for travel and
consulting fees for a panel of experts for regular meet-
ings to consider subproject proposals and progress on
ongoing subprojects, and for the research studies to be
carried out under subcontracts.

Research proposals, once approved by the panel of
experts, must be approved by AID before being funded
under subcontracts. The maximum funding level for sub-
contracts is $50,000 per year, for a maximum of 3 years.
Two of the experts are assigned to review each research
proposal prior to consideration by the entire panel €
experts. If the proposal is approved for funding, t.ue
same two reviewers are responsible for an annual grogress
evaluation, which must include a site visit.

Selection procedure

The Minnesota proposal was unsolizited, and therefore
under AID Procurement Regulations, AIL negotiated the con-
tract without seeking othes competitive scurces. This
prtocedure was followed on the basis that the proposal was
the product of original thinking, had significant scientific
or technical merit, and contribuated, to AID's research
program objectives.

Extensive justifying documents were prepared by the
Office of Population for use by AID internal reviewers
and the external reviewers. Scme of ti'e arqguments used
to justify the awards of the contract proved later to
have little validity. For example, one document justi-
fying the "selection" of the University of Minnesota as
the prime contractor stated:

"a) Location. It was felt desirahle to situate

‘this project at a mid-western university to draw
upon the ctrong departments in medicine, physio-
logy, and veterinary medicine found at universi-
ties in this region., * * * In addition, members
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of the Scientific Advisory Committee and other
consultants should have as close as possible
geographic proximity to the institution coordi-
nating the program. The central location of the
middle western universities maximizes the pool
of scientific talent easily available for
frequent meetings."”

Tne advantage of geographic location was considered
in the contract, which refers to the makeup of a "peer
advisory committee composed of experts* * #from institu-
tions with sufficient geographic proximity to the Univer-
sity of Minnesota to allow frequent meetings.”

‘The original panel of experts membership was from
universities in the States of Minnesota, Michigan,
Illinois, Nebraska, Colorado, and Iowa. However, AID
records show that of nine meetings held by the experts
during the firs’ 2 years cf the contract, one meeting
was held in Min .eapolis, two in Chicago, and the
remainder in New Orleans (two); Miami {one); Washington,

D.C. {one); Hot Springs, Virginia (one); and S«n Francisco

(one).

The AID project monitor advised us that meetings
held ocutside of the midw=:stern region were held at those
locations because many of the members of the panel of
expert. would be together at those locations for other
professional societly meetings.

We recognize the expediency of holding mee in
conjunction with meetings of professional soci
however, we noted that the cost to AID for me- held
in locations other than Chicago and Minneapc: - . on
the average, 133 percent more than the meetings “nose

cities.’ The extra cost to AID for the six meet .ngs held
outside the midwest was $14,565 during th. first 2 vears
of the contract.

Documents justifying the selection of the University
of Minnesota also stated that:

"Cost to AID: The University of Minnesota does
not plan to charge any off campus overhead for
the subcontracts. This will result in consider-
able savings over the life of this project.”

OQur discussions with both project personnel and
contract management personnel indicated that the above
statement had limited and different meanings to the AID

\
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people involved. We found no evidence that any attempt
was made by dec.sionmaking persons in AID to guantify

the "considerable savings." In our opinion, this state-
ment was included to sell the project to higher officials.

Monitoring

As stated in tne original contract, performance of

the work was to be subject to the "technical directions"

of the Office of Population. The project marager within
the Office of Population was also the Chief of the Research
Division. He was assisted by a co-monitor who worked 1 day
per week. In additiocn, the cognizant contract officer per-
formed some monitoring tasks, such as approving the selec-
tion of consultants and the award of subcontracts.

The contractor was required tc submit comprehensive
annual ana interim A-month proyress reports to AID's Office
of Population. The subcontractors were required to submit
similar reports to Minnesota, which Minnesota in turn sub-
mitted to AID. Although the contract called for AID to re-
ceive 35 copies of the annual and i. copies of the 6-month
reports {including subcontract reports), the AID project
monitor advised the contractor to submit only a few copies
of each.

The direction ‘o reduce the nunber of copies was based
on observations by the project monitoring staff that the
reports were not widely read in AID. “The contract cfficer
responsible for the Pinnesota contact was also responsible
for 25 other contracis, and she spent about 3 percent of her
time on the Minnesota contract. The project monitor told us
that she only has time to scan the Minnesota reports and that
she concentrates primarily on other contracts which she con-
siders problem cases.

The subprojects ave monitored by the Minnesota staff
and tle panel of experts. The subcontractors are required
to submit to Minnesota (1) monthly expeiditure reports,
(2) annual substantive progress reports, &nd (3) interim
6-month progress reports. The monthly etpenditure reports
are reviewed by the Minnesota project cortroller upon receipt,
and the financial aspects of each subcont:act are reviewed in
depth at qua' terly meetinas of the Minnesota staff. The semi-
annual and annual progress reports on each subjroject are re-
viewed by the two originally assigned experts as part of their
monitoring responsibility.

Our review of the monitorina of one subproject showed
weaknesses. The subcontract was for $67,030 over a 2-year
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period. Four months into the subcontract one of the assigned
reviewers cautioned Minnesota to watch the amount of money
very carefully over the next 6 to 12 monthe “for it is an
awful lot of money for fairly simple design." The other
assigned reviewer observed at the same time that "soms re-
sults reported must have been obtained before this project
was approved®" and that Minnesota support appeared to he sup-
plementary.

During the 11th month of the subcontract, the AID
project co-monitor accompanied the two reviewers to visit

.the project. 1In reporting on the visit, one of the re-

viewers stated that in future proaress reports the subcon=-
tractor should differentiate between work performed under
the subcontract and prior work to allow for a careful eval-
uation of how AID money was being spent. The AID project
co-monitor, reporting on the visit, stated that the subcon-
tractor was substantially ahead of the time schedule and
that Minnesota should remain alert to expenditures charged
to the subcontract.

Qur review showed that AID monitors were not aware
of any special monitoring action that the Minnesota staff
took in response to the warnings of caution expressed by
the reviewers and the AID co-monitor. At our request,
the AID project co-monitor obtained a teiephone report
of final expenditures under the subcontract. This report
bruught total expenditures under the subcortcact to $64,713,
or 95.8 percent of the amount originally a-airded.

Notwithstanding these observations, we found that the
AID Research Advisory Committee, upon receiving the first
18-month progress report from Minnesota, had commended
the emphasis on qguality in .ubcontract review and selection
and reccmmended the annual budget ceiling on subcontracts
be raised to $60,000.

1
\ Move to Northwestern University

In July 1974 the Program Director at Minnesota resiqgned

and assumed a new positen at Northwestern University. AID

transferred the project to Northwestern and in the process
increased the scope of work and extended the contract dura-
tion to June 30, 1978.

ENTERNATIONAL FERTILITY RESEAPCH PROGRAM

On June 30, 1971, AID entered into a contract with =he
University of North Carolina to conduct in less developed

i
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countries comparative clinical trials of new means of fer-
tility control, such as improved intrauterine devices and
simpler, safer methods of sterilization. The contract term
was 5 years, with initial funding of $3.1 million for the
first 3 years. In February 1975, the project, already lo-
cated in a building off-campus, separated from the Univer-
sity and became a separate corporate entity as a nonprofit
institution. Amendments increased the value of the project
to $9.1 million as of August 28, 1975,

Under the terms of the contract, the University of
North Carolina was to identify study contributors in the
United States and in less developed countries who would be
willing to conduct the clinical trials, using materials
supplied by the university, and report results to the uni-
versity. The contract also provided for training at the
University of North Carolina of less developed country phy-
sicians who would be conducting the clinical trials.

Selection procedure

The award of this contract to the University of North
Carolina was made on a single-source basis in response to
an unsolicited proposal. The project monitor, in justi-
fying the sole-source award, stated that this University
was "uniquely qualified" to carry out the program.

AID officials told us that the derision to enter into
this contract with the University of North Carolina was
based on (1) AID's already established interest in sup-
porting comparative clinical trials and (2) AID's estab-
lished working relationship with the principal investiga-
tors.

AID's relationship with the principal investigators
apparently began in the mid-19603. AID believed a need
existed for comparative clinical trials of new fertility
control techniques and provided financial support to the
Pathfinder Fund's International IUD (intrauterine device)
Program. When the two principal investigators on this
project subsequently left Pathfinder Fund to take positons
at the University of North Carolina, AID shifted its support
of international clinical trials to North Carolina.

One aspect of the award of the North Carolina project
illustrates a facet which we found common to both this and
the Minnesota/Northwestern contract-=-a contract was awarded
to an institution apparently because the principal investi-
gators who had been working on the same or similar projects
for AID at other institutions moved to a different univer-
sity. This does not necessarily indicate a lack of prope:
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consideration by AID; however, we point this out to indicate
one characteristic of some AID~university contracting prac-
tices.

Monitoring

The contract was monitored in AID's Office of Population
by two persons serving as co-monitors. One concentrated on
administrative aspects and the other on scientific aspects.

We found that day-to-day monitoring was weak because of
the monitors' heavy worklcad. The primary means of monitor-
ing the contract consisted of approximately weekly phone
conversations with program staff and limited review of pro-
gress repcrts prepared and submitted by the contractor.

While the contract specified which data was to be included

in the reports, such as quantitative data on dissemination of
results, it d4id not specify the criteria by which the project
monitor should judge whether the contractor was performing

at an adequate level.

The level of expenditures under the contract was also
reported semiannually; but sifice the contractor could make
any adjustzents between line items he considered reasonable,
2ID had no basis for evaluation, other than the bottom line,.
Furthermore, the contract, covering 4-1/2 years and costing
$9 million, has never been audited by the Department of
Health, Education and Welfare Audit Agency, the cognizant
audit agency for the university.

Contractor performance was nct evaluated by AID from
its inception in 1971 until September 1975. This evaluation
was made by the two AID project co-monitors, assisted by
two outside consultants, both medical doctors. The evaluation
team visited the contractor‘®s headquarters in Cnapel Hill,
North Carolina, and field activities at 13 data contributing
centers in 8 countries. The final report of the evaluation
study was not coxpleted ‘at the time of our review, but pre-
11m1nary reports by the individual team nembers revealed
several problem areas.

--~The team found instances where date¢ contributing
centers éid not clearly understand the program or
the necessity for having signed con:racts, cost
accounting records, ar.a: informed coisent records.

~~Sore data contributors had not received, nor werz

they aware of the availability of, extra data
analysis available from the contractor.
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~-Sometimes the contractor's staff have been unrespon-
sive to contributing centers® communications, have
been unselective in travel to sites and conferences,
and have not been alert enough to stop contributors
from initiating studies without proper authoriza-
tions and contracts.

In addition, the evaluators saw a need for better per-
sonnel selection policies by the contractor and better over-
all management practices, such as determinations regarding
decentralizing training of contributors, analyzing of data,
and coordination with other AID projects.

. This project had been in existence for more than
4 years; over $9 million had been obligated; and, although
AID suspected that some problems existed, it only recently
became fully aware of these operational problems and began
taking corrective actions. We were informed that the evalu-
ation study was not made earlier because travel funds were
+ unavailable.

The findings of the evaluation team take on added
significance in light of comments made to us by Office
of Population officials when we initiated our review. We
were told that the research projects we selected for review
were two of their best run projects.

UTILIZATION OF RESULTS

AID has always given some consideration to how the
research results would be used when approving research
projects, but only in late 1974 were the approval proce-
dures modified to require specifically that utilization of
potential results be an element of consideration in the ap-
proval process. The two ifesearch contracts discussed above
were both awarded prior to the procedural change, but in
both cases w& noted that the results of the research had
not been extensively used.

e

With respect to the Minnesota/Northwestern project,

the contractor's progress report at the end of the first

. 3 years of the contract stated that tne majority of the

K research was ongoing and that the findings up to that
time were not ready for application. With respect to the

* North Carolina project, results were disseminated through

étechnical publications, but the less developed country
.contributors, the researchers, and the AID evaluation team
generally agreed that additional means should be found to
disseminate research findings,

vy
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CCHCLUSIONS

Almost all of the AlID-financed research under the Cen-
tral Research Program is a result of unsolicited proposais
from research organizations, includng universities. Con-
tracts are awarded to the institution making the proposal,
after the review committees have considered the scientific
merits of and need for the proposal. Othe: institutions
possible capable of performing the proposed research project
are not solicited for cost or technical proposals on the
basis that the proposal is the product of original thinking.
This procedure for awarding research contracts generally
complies with procurement regulations.,.

Until rscently, AID's procedures for approving research
projects did not include, as a specific step, a requirement
that consideration be given to how the research results would
be used. In late 1974 the approval procedures vere revised
to require that planned utilization be specifically considered
before a project could be approved. Because of the relatively
long term nature of research projects, it is too early to
determine the impact of this change in procedures. We believe
that in considering research proposals, more consideration
should be given to the practical application of research re=-
sults within a reasonable timeframe.
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CHAPTER 5

LONG~TERM CONTRACTS TO DEVELOP

LDC EDUCATIONAL INSTITUTIONS

The traditional type of U.S. university involvement
in foreign assistance was, until the early 1970s, the
multiyear technical assistance contract to help estab.ish
or improve educationsl and research institutions in less
developed countries. Some U.S. universities had been
involved in such cocperative relationships with develeoping
country universities since the early 1950s with AID and
predecessor agency support. The U.S. universities maintain
teams of faculty at the developing country institutions to
assist in teaching, research and administration. Host
institution students and faculty are also brought to the
U.S. campus for advanced degree training to gualify them
to teach in an institution in their home country.

From 1960 until 1974, almost half of AID funds ob-
ligated for education, and,substantial amounts obligated
in such other fields as agriculture, health, and pu*’‘ic
administration, were to suppcrt higher education in :ssg
developed countries, primarily under these long-term con-
tracts. This "university-to-university" approach became
the normal form of U.S. university contribution to develop-
ment assistance. From 1960 to 1970, the average yearly obli-
gation for aid to professional and hicher education was
$36 million, peaking in 1967 when 74 U.S. universities were
working in 40 developing countries.

This mode of U.S. university participation has rapidly
diminished. From 1971 to 1975, annual obligations for aid
to professional and higher education declined from $16 mil-
lion to about $6.5 million, with only 32 universities work-
ing in 25 develcping g¢ountries in midl974. This reduction
reflects a decrease in both number and size of university
contracts for developing educational' iistitutions in less
developed countries.

Our review of several of AID's lon¢-term contracts
to improve developing country educational institutions
showed that some problems persist despit: AID's attempts
to improve these relationships. The fol.owing case
example will illustrate some of these problems.

e
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COLORADQ STATE UNIVERSITY
CONTRACT TO DEVELOP THE
ASIAN INSTITUTE OF TECHNOLOGY

Through its contract relationship with Coloradc State
University, AID assisted in the establishment of the In-
stitute in Bangkok, Thailand, in 1959 as the Southeast Acia
Treaty Organization Graduate School of Engineering. In No-
vember 1967 the school was chartered as the independent Asian
Institute of Technology. AID has provided continuous funding
support to the Institute from the time it was founded until
1975, a period of over 16 years, at a cost of about $10.9

" million.

\

Al

AID officials indicated the Institute was one of the
more successful projects financed under the Regional Econo-
mic Development Program. As of November 1973, 662 engineers
from 18 countries had received advanced degrees; and for
the 1973-74 academic year, enrolliment was 348 students. The
'65 faculty members come from 18 different countries.

The AID contract with Colorado State University was
the primary channel through which the United States as-
sisted the Asian Institute of Technology. As of June 1974,
the U.S. contribution to the Institute mad~ up about 4% per-
cent of total contributions frouwm all donors.

PROBLEMS IN MEASURING PROGRESS

The purpose of the Colorado State University contract
was to provide technical advisory services for the establish-
ment and operation of the school. This was to include pro-
curement of equipment and training of participants. Specific
contract objectives were to develop (° ) an overall organiza-
tional and operational plan, {2) a graduate engineering re-
search program, and (3) a curriculum for advanced degrees
in engineering.

We noted that throughout the life of this project, AID
“had difficulty in determiuing the level of progress by the
‘contractor toward the ubjectives stated in the contract.
:Some of this difficulty appears to have resulted from lack
wof, or faulty, reporting both by AID technical personnel and
by the contractor. :

geaknesses in AID Evaluations and Reporting

. AID policy requires an annual appraisal report on all
technical assistance projects, although this requirement
may be waived for any year during which the pgoject was the

]
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subject of an independent outside evaluation. We found that
annual project appraisals were not made for at least the

last 3 years. Officials informed us that a project appraisal
report was toc be prepared soon, based partly on the contrac-
tor's final report after the project was completed. 1In our
opinion, an appraisal report at this stage, prepared on the
basis of the contractor's own report, would have little value
for AID management.

In addition to not preparing project appraisal reports,
AID technical personnel often did not prepare regular con-
tractor performance evaluation reports, which are also re-~
guired by AID policy. Reports that were prepared sometimes
lacked detail. This deficiency in evaluating and reporting
on contractor performance was noted by the Inspector Ceneral
of Foreign Assistance in several similar contracts with other
universities. The Inspector General found that many contrac-
tor performance evaluation reports did not accurately reflect
the situation being reported upon.

Some contractor performance evaluation reports made in
connection with the Colorado State University contract did
contain useful narrative comments. For example, AID offi-
cials noted in a 1972 report that the 6-month progress re-
ports required by the contract from the Colorado State team
in Thailand lacked information which would permit measure-
ment of progress toward objectives. Specifically, the re-
ports did not (1) establish targets and plans for cach 6-
month period, (2) cite progress toward or problems inhibiting
achievement of these targets, or (3) make recommendations
concerning current needs in the fields of activity under the
terms of the contract. v

Need to Better monitor progess

We found that in the administration of the Institute,
Colorado State tended to use its own personnel instead of
training Asians for the administrative duties. This was
noted by the AID Auditor General, but AID technical person-
nel responsible for monitoring the project did not identify
and report this practice as a weakness in contractor per-
formance.

In discussing the need for progress evaluations with

the responsible AID officials, we were told that the project
was actually appraised each year in the annual budget review.
However, we 1.:2d that the budget review consisted of discus-
sions with the contractor, based on the contractor's state-
ment of progress achieved during the past year and his plans
for the coming year. This, in our opinion, is not a substi-
tute for the independent evaluation of contractor performance
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and the annual project appraisal which are reqguired under
AID policy.

SIGNIFICANCE OF NONCOMPETITIVE AWARD

The contract with Colorado State University was
awarded after the university performed ~ feasibility study
under an AID contract. The feasibility study report rec-
ommended "That [Colorado State University] sponsor the
development of the school and define other asepcts of the
proposed institution, such as initial programs, staffing
requirements, and research.,"

le recognize the practicality of follow-on awards
which utilize knowledge and experience developed during a
feasibility study; however, we believe that awarding a
contract on the basis of the university's assessment of
the work to be done may contribute to later difficulty
in monitoring progress. This is particularly true when
AID's decision is based on the coatractor's own assessment
of his performance, rather than on an independent AID eval-
uation. AID's experience with this contract--21 amendments
extended over a l5-year period--suggests the existence of
an element common in university contracting situations,
namely an absence of agreement with the contractor as to
when his job is completed.

It appears that, when AID negotiates contracts with
a single university based on the university's proposal,
AID is spared the task of rigorously stating the objectives
of a project, as would be necessary if AID prepared a
formal request for proposals. In this regard, AID contract
management officials state that the most common deficiency
in project proposals is the lack of a contractable scope
of work, i.e., a scope of work to which the contractor can
be held. As a result, later attempts by AID technical
personnel to evaluate contractor performance or assess the
achievement of project,cbjectives may be difficult, if not
impossible. '

1

PROBLEMS IN ESTABLISHING
SISTER INSTITUTION RELATIONSHIPS

One of AID's objectives in contracting with U.S. uni-
versities to help establish or strenghthen developing country
universities is to foster a sister institition relationship
between the U.S. and developing country utiversities, which
will continue after AID financing has endid. Through such
an ongoing relationship, the developing country institution
would, theoretically, continue to be strengthened by the
U.S5. university.
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We were told by an AID official that the Agency's suc-
cess in establishing sister institution relationships has
been limited by a reluctancy on the part of U.S. univer-
sities to commit their own funds tc develop or maintain such
relationships. AID documents indicate that because U.S.
institutions have not maintained a close relationship, de-
veloping country institutions established or strengthened
with AID financing have a tendency to regress significantly
when the AID support is terminated.

Evidence indicates that this problem may exist in the
case of Colorado State's relationchip with the Asian Insti-
tute of Technology. Although AID had provided for a systema-
tic reduction of Colorado State personnel during the last
4 years of the contract--13, 12, 10, and 8, respectively-~the
likelihood of a significant regression was raised by an Insti-
tute official who expressed dismay that the U.S. faculty would
be withdrawn so abruptly. He indicated that a longer more
gradual phaseout of U.S. faculty would be preferable. The
Institute official's concern may be gquite valid, for example,
as noted earlier, the contractor tended to administer the
Institute rather than to train Asians to do it. Also, the
apparent inability of U.S. universities to use their own
funds to maintain overseas relationships may mean that the
university will be unable to continue supportive activities
such as faculty visits and exchanges. Because the contract
was only recently terminated, it is too early to determine
whether this AID-fostered relationship will survive.

CONCLUSIONS

AID's contracts with U.S. universities to develop
higher education institutions in less developed countries
have gencrally been long-term relationships, not only because
the job to ke done takes time but alsc because AID and the
contractor have not clearly agreed on what the objectives
are or when /they have been reached. We believe that AID has
relied too heavily on the contractor's own assessment of T
his performance and this has resulted in years of continual
amendments to the contracts. This heavy reliance has also
contributed to a weakness on the part of AID to take a firm
position on when the work is completed and terminate the
contract.

! _ We believe that AID's practice of awarding contracts
without ccst or technical proposal competition convributes

@ to this problem because AID has not been forced to clearly

‘state the contract objectives as would be necessary if the
contract were awarded competitively.

L]
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RECOMMENDATION

The Administrator of AID should recognize the basic
cause of the problem and require that specific contract ob-
jectives be clearly stated so that the Agency can determine
whether the contractor is performing adequately at specific
points during the contract. -

AW
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LHAPTER 6

DIRECT AND INDIRECT COSTS OF

UNIVERSITY CRANTS AND CONTRACTS

Grants and contracts awarded by AID to universities
usually involve the performance of such services as research,
training, and planning or carrying out technical assistance
proiects, and the cost of performing these services is reim-
bursed by AID. The university costs are composed of two
elements: direct and indirect costs. Indirect costs are
reimbursed as a percentage rate of direct costs. How these
rate are computed and what the percentage rate means has
been widely misunderstood by individuals not directly in-
volved in the relationships between the Federal Government
and the university community. Universities use different
accounting systems and compute indirect cost rates using
different direct cost bases; therefore, comparisons of in-
Jdirect cost rates should not be made. The important factor
is the total cost of providing the service,

Federal agencies award a large number of grants and
contracts to educational inStitutions. In 1958 the Bureau
of the Budget issued Circular A-21, establishing Govern-
ment-wide principles to be applied in determining the costs
of services performed by educational institutions. These
principles prescribhe which direct and indirect costs are
allowable for reimbursement and define the methods to be
used in establishing indirect cost rates.

A related circular designated a single Federal agency
as responsible for negotiating indirect cost rates to be
applied to all Federal agency grants and contracts at a
given institution. Similarly, a single agency was designated
cognizant audit agency responsible for auditing all Federal
grants and contracts at a given institution. Wherever pos-
sible, the same agency was designated to both functions at
a single institution. " For example, at Johns Hopkins Univer-
sity, the cognizant audit and negotiating agency is the De-
partment of Health, Education and Welfare; at the University
of Bawaii, the cognizant audit and nego'iating agency 1is
the Department of Defense.

Bureau of the Budget circulars on tlis matter have
been superseded by Fedreral Management Circulars pro-
promulgated by the General Services Administretion, but the
principle of establishing a single agency to negotiate in-
direct cost rates for all Federal Governm::nt contracts and
grants at an institution and to audit all Government con-
tracts and grants at the institution rema:n the same.

°
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INDIRECT COST RATES

The negotiation of the indirect cost rates at a univer-
sity is based on a proposal prepared by the university, re-
flecting its actual direct and indirect costs for the most
recent accounting period. In considering the proposal, the
cognizant negotiating agency may reguest an advisory audit
by the cognizant audit agency. The regulations also provide
that all agencies having gran%s or contracts with the insti-
tution will be notified of the planned negotiations and be
invited to participate in the negotiation conference. How-
cver, we were told that the Department of Health, Education
and Welfare, as a ccgnizant negotiating agency, has informed
other agencies that they will no longer be notified in ad-
vance of planned indirect cost rate negotiations.

Variations in indirect cost rates

Four separate indirect cost rates are usually estab-
lished at each institution--ar oncampus and an offcampus
. research rate and an oncampus and an offcampus educational
service agreement rate. Some universities establish these
four rates separately for each department while others es-
tablish universicy-wide rates. The offcampus rates apply
to work Leing performed at locations away from the main

campus, whicn in the case of AID generally means in less
developed -~ .ntries. The offcampus rate is generally some-
what lower nan the cncampus rate because certain indirect

costs, such '3 building and equipment use, library use, and
maintenance, are not applicable.

There are many reascns wnhy ‘aiversities have different
indirect cost rates. A discucsion of the various problems
involved in establishing rates and a more detailed explana-
ticn of why the rates differ from institution to institation
is in GAO report "Study of Indirect Costs of Federally
Spensored Research Primarily by Educational Institutions®
{B-117219) Jure 12, 1969.

i [}

X The two more scignificant factors causing different in-
‘'direct cost rates between institutions are that (1) institu-
. tions do no* use identical accounting systems and (2) in-=
.stitutions 3o not compute the indirect cost rate using the
igsame direc* cost base. The principles established in the
Federal Management Circular recommend that direct salaries
and wages be used as the base for establishing indirect cost
rates; however, other bases may be used, prcvided it can
@? demonstrated that they prcduce more equitable results.
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Our review showed that universities use several
variations of the direct salaries and wages base. Some
examples are:

1. Salaries and wages, plus ovcrtime premium
and retirement costs,

2. Straight-time direct labor dollars including
holidays and excused absences and excluuing
overtime premium and sabbatical leave costs.

3. Direct salaries and wages including vacation,
holidays and sick pay but excluding other
fringe benefits.

A much more significant impact on the indirect cost
rates occurs when a university uses a version of total
direct costs as the base. Thig lowers the indirect cost
rate since the amount of indirect cost is distributed
over a larger base; hence, the indirect costs are a lower
percentage of the direct cost base.

The following example shows how the indirect cost
rate is affected by varving the diresct cost bases, even
though the actual amounts of direct costs and indirect
costs do not change. Assume for examnle, that an institu-
tion incurs the following costs in a given period:

Direct costs:
Direct salaries and wages $ 4,000,000

Fringe benefits | 1,000,000
Other direct costs 3,000,000
Capital expenditures 2,000,000
Total direct costs 10,000,000

Indirect costs: ' :
Total indirect costs ! 2,000,000
Total costs $12,000,000

Using the above ideutical sets of cocis, the indire~t ceot
rate will vary as the direct cost base it changed, as shown
below.

BEST DOCUMENT AVAILARLE
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Base Indirect Indirect

Base amount __Ccast cost rate
Salaries and wages S 4,000,000 $2,0060,000 50%

Salaries and wages

plus fringe bene-

fits 5,000,0Cu 2,000,000 40
Total direct costs

less capital

expenditures 8,000,000 2,000,000 25

‘Total direct costs 10,000,000 2,000,000 20

As. shown apove, the comparison of indirect cost rates
alone should not bo mz28e. However, because the complexity
of the rates and bases is not widely understood, there is a
tendency tou vie'v lower indirect cost rates as being more
favorable to the Government. The university community is
aware of this perception on the part of many public offi-
cials. Johns Hopkins University, in 1973, took action to
improve its image in this respect. Prior to thet time Johns
Hookins had computed indirect cost rates on a salaries and
wojo: base, In 1973 tne university began using a modified
total direct cost base and also began computing rates
tniversity-wide instead of separately for each department.
These .and other mcdifications made at that time resulted in
generally luwer indirect cost rates. For example, the in-
direct cust rate for research arried out oncampus by the
School of Hy.iene dropped from 41 percent to 34 percent.

In its reguest tu the cognizant negotiating agency for
approval of these changes, Johns Hopkins listed several rea-
sons for the changes but stated that one of its objectives
was to eliminate the imnproper emplasis on rates and that
using the larger base weculd eliminate large fluctuations in

‘'rates. In discussions with Johns Hepkins officials, we were

told that they were not unaware of the fact that lower rates

‘are viewed as preferable by many Government officials, even

though the rate itself is not meaningful when compared with
rates at other institutions,

AID involvement in negotia%ions

\ One of the :esponsibilies of AID's Overhead and Special
Costs Negotiation Branch of the Office ot Contract Management
igéto review the indirect cost rates established by the cogrii-
zant negotiating agency. Although AID money is usually a
very small part of the total Federal grant and contract money
going to any single university, AID often has a special in-
terest in the negotiations since AID contracts and grants
involve more offcampus work than do grants or contracts from
othaxr Federal agencies. AID has been invclved, along with

+

y
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the cognizant agency, in negotiations with several univer-
sities, in an attempt to insure that the established rates
are favorable to AID, AID has recently been involved with
the Department of Defense, the cognizant audit agency, in
negotiating an indirect cost rate for the East-West Center,
which had become separate from the University of Hewaii in
July 1975. 1In this case, although the East-West Center is
not a degree granting institution, the Office of Managerent
and Budget, on March 10, 1976, said it had no objections

to AID being the cognizant negotiating agency for the Gov-
ernment at the Center.

We found that as a general rule AID accepts without
guestion indirect cost rates established by the cognizant
negotiating agency. However, on a sampling basis, or when
substantial amounts for overhead above that already paid
to an institution on a provisional basis are claimed against
one or more AID contracts, AID does review rates established
by the cognizant agency to assure the appropriateness of
the rates to AID programs. Such reviews are generally con-
ducted with the cooperation of the cognizant neqotiating
agency.

We noted one instance where AID recovered $34,000 from
the University of Missouri after AID convinced the university
that the indirect cost figure, negotiated by the Navy and
used in AID contracts, was not correct for AID contracts.
In another instance AID recovered $40,000 from Auburn Uni-
versity when it was determined from a sample review of the
cognizant agency's negotiation agreement that an offcampus
rate for the university's agricultural experiment station
was appropriate for AID overseas contract effort. At the
time of our review AID was in the process of negotiating
a settlement of indirect costs charged under the Colorado
State University contract described in chapter S. This ne-
gotiation may result in a recovery of about $14,000 by AID.

DIRECT COSTS

The largest element of direct cost under most university
contracts and grants is salaries and wages. According to U.S.
Government-wide principles set forth in a Federal Management
Circular, direct costs charged for salaries and wageu are
to be based on the university's payroll distribution system,
The payroll distribution system is a means of allocating
wage and salary charges to the different activities the fac-
ulty or staff may be working on. While direct costs charged
for wages of nonprofessionals are to be supported by time
and attendance records. salary charges of professicnal staff
are only required to be supparted by monthly certifications
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signed by the stzff member and his supervisor that the pay-
roll distribution accurately reflects the level of effort
expended.

We reviewed the procedures at four universities for
charging professional salaries to Federal grants and con-
tracts. The normal procedure of salary distribution at the
universities was to allocate each faculty member's salary
to the activities--contracts, grants, instruction, adminis-
tration, etc.--on which the individual was to be working,
based on projected budgets. At the end of each month, the
faculty member and his supervisor were to sign an after-the-
fact certification that the allocation of salary accurately
reflected the relative amount of effort devoted to each ac-
tivity. The after-the-fact certifications were being made,
but because time and attendence records are not required,
we could not verify the accuracy of the direct time charges.

At several institutions we were told that professional
staff member direct time charges to Government contracts
and grants, as well as charges to other university activi-
ties, were largely based on the judgment of the individual
staff member. An evaluation of whether or no+ this method
of charging direct professional staff time to U.S. Govern-
ment contracts and grants results in fair and accurate
charges is outside the scope of this review. However, in
our selective sample we noted one instance where an incorrect
time charge had been certified correct for a 4-month peried.
In this instance the faculty member was charging one AID con-
tract for 22 percent of his time although he was spending
nearly 100 percent of his time on a different AID contract.
We were informed that the reason for this erroneous certifi-
cation was that the university's accounting system could not
be changed uantil contractual coverage was actually received.
According to the university, the faculty member began working
on the basis of oral authorization of an AID official. After
the contract was received, the university's accounts were
adjusted retroactively fqr the 4-month period.

CONCLUSIONS

The Federal Govermment awards a large number of grants
and contracts to educational instituticns each year. To
avoid confusion, duplication, conflicting directions, and
unnecessary work for institutions receiving grants and con-
tracts from more than one agency, a single Federal agency
has been assigned to determine allowable indirec: costs and
to audit each educational institution. Because AID's portion
of total Federal grants and contracts for any one institution
is relatively small when compared to total Faderal funds pro-
vided, AID cannot have a significant influenze on the indirect
cost rates established.
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Universities use diflerent accounting systems and com-
pute irdirect cost rates on different direct cost bases;
therefore, comparisons of indirect cost rates between uni-
versities should not be made since the rate itself has no
special meaning. AID should be primarily concerned with
obtaining the lowest direct cost for a contract or grant,
since direct costs make up the base to which a rate estab-
lished for all F:deral agencies at that institution is ap-
plied.



CHAPTER 7

SCOPE OF REVIEW

We examined AID's use of universities in carrying out
foreign assistance programs, addressing the central issues
of (1) the extent to which universities are used, (2) ‘the
reasons for using universities, and (3) the ways in which
universities are used.

We reviewed the legislative history of pertinent sec-
tions of the Foreign Assistance Act, including hearings,
committee and conference reports, and floor debates. We
examined AID documents concerning the interpretation and
implementation of this legislation and discussed related
policies and procedures with AID officials.

We reviewed available AID statistical and financial
reports and audit reports by the AID Auditor General, the
Inspector General of Foreign Assistance, the Department of
ilealth, Education, and Welfare Audit Agency, and the Defense
Contract Audit Agency.

To obtain the views of university officials, we sent
gquestionnaires to the universities which were awarded
grants to strengthen their capabilities in solving problems
of less developed countries. We received 41 responses to
54 questionnaires we sent out, a response rate of 76 percent.
We also visited four universities to review records and to
discuss with officials the universities' policies and proce-
dures with respect to AID contracts and grants. We held
numerous discussions with officials of other universities,
the National Association of State Universities and Land
Grant Colleges, the National Association of College and
University Business Officers, and Department of Health,
Education and Welfare personnel responsible for negotiat-
ing university indirect cost rates and for auditing univer-
sity contracts.

Because of time constraints, we limited our review to
selected contracts and grants at selected universities. We
did not visit the less developed countries to review the
extent to which university contract and grant activities
were ultimately benefiting the populations of the recipient
countries.

45



APPENDIX I APPENDIX I

NUMBER AND VALUE OF AID UNIVERSITY
CONTRACTS AND AMENDMENTS BY FISCAL YEAR

=

Nurber Value

Fiscal year awarded {million}
1967 Contracts 98 $l7.6
Awendments 320 25.4
43.0
1968 Contracts 67 $11.7
Amendments 394 29.9
$41.6
1969 Contracts 68 $ 7.0
Amendments 434 30.3
$37.3
1970 Contracts 81 $13.7
Amendments 421 36.2
49.9
1971 Contracts 149 $29.8
Amendments 388 51.2
$81.0
1972 Contracts 139 $22.7
Amendments 557 28.1
N 50.8
1973 Contracts 84 $17.4
Amendments \ 562 39.2
56.6
1974 Contracts \ 88 $13.0
Amerndments 567 26.1
539.1
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APPENDIX II APPENDIX II

FOLLOW-ON CONTRACTS USING CAPACITY

DEVELOPED UNDER SECTION 211{d) GRANTS

Section 211(d) grant Follow-on contracts
Institution Contract From To Amount Number Value
International agri-
cultural economics:
Cornell Univer-
sity, New York Csp-2823 6/24/70 11/02/75 § 290,000 2 $ 637,796
Iowa State Uni-
“versity CSD-2824 6/24/70 9/30/76 870,000 2 1,476,181
Michigan State
University Ccsr-2826 6/29/70 6/28/176 745,000 1C 2,700,285
University of
Minnesota CsD-2815 6/24/70 9/30/76 934,969 - -

Southern Univer-
sity, Louisiana CSD-3414 5/18/72 S/18/17 £00,000 - -
virginia State
College CSD-3415 5/19/72 S5/18/17 500,000 - -
Agricultural develop-
ment in India:
University of 1l-

linois C5D-1922 5/31/68 12/31/73 200,000 1 24,000
, Kansas State Uni-

versity CSD~-1931 5/31/68 12/30/73 200,000 2 304,185
University of

Missouri CSD-1921 5/31/68 6/30/73 200,000 - ~-
Chio State Uni-

versity CsD-1928 5/31/68 6/30/75 200,000 - -
Pennsylvania State

University CSD-1932 5/31/68 12/31/75 200,000 - -
University of

Tennessee CsD-1927 5/31/68 12/31/13 200,000 - -

Water resources:
University of

Arizona C5D-2457 5/23/6% 6/30/717 665,000 - -
Colorado State

University C8D~-2460 5/23/69 6/30/77 1,050,000 7 1,159,818
Utah State Uni-

versity C5D~2459 5/23/69 6/30/77 945,000 8 701,905

University of
California at

Riverside TA-G-1141 6/30/74 6/20/79 1,000,000 - -
Oregon State
University TA-G-1221 6/20/75 5/29/80 1,000,000 - -

' Tropical soils:
Cornell Univer- |

sity, New York CSp-2834 6/30/70 12/31/75 500,000 1 320,000
University of
Hawaii CsSD-2833 11/02/70 11/01/75 581,451 2 705,630

P
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Institution

North Carolina
Statr. Univer~
sity

Prairie View AgM
College, Texas

University of
Puerto Rico

Aquaculture and
marine resources:

Auburn University,
Alabama

University of
Rhode Island

Ruminant livestock
production:

Texas AsM Unive
sity

University of
Florida

Purdue Univer-
sity, Indiana

Tuskegee Insti-
tute, Alabama

Soybean production:

Univers:ity of
Illinois

University of
Puerto Rico

Land tenure:

University of

Wisconsin
Health and population
clanning:

Johns Hopkins Uni-~
Jersity, Mary-
land

University of
Michigan

University of
North Carolina

Nutrition:

Massachusetts
Institute ot
fecnnology

Law, Develsopment and
Modernization:

Stanford Univer-

sity, Califormia

APPENDIX II

Section 211(d) grant Fol' ow-on contracts
Contract From To Amount Nu nber Value
Csp-2835 11/02/70 11/01/75 § 500,000 5 § 962,285
CSD-2836 6/30/70 11/02/75 500,000 - -
CSD-2857 370477 3/02/76 500,000 - -
CSD-2780 6/24/70 6/23/77 1,100,004 15 1,283,841
CSD-2455 5/07/69 6/30/77 1,325,000 2 28,787
CSD-1675 6/30/72 6/28/177 500,000 2 94,400
CSD~-3684 6/30/72 6/29/77 500,000 1 300,000
CSD-3683 6/29/12 €/,28/17 400,000 - -
CSD-3676 6/29/72 6/28/77 500,000 - -
CM-G-73-49 9/17/73 8/16/78 500,000 4 51,752
TA-G-73-50 9/17/73 /16/78 500,000 2 590,560
CSp-2263 11/28/69 6/30/77 2,120,000 1 41,100
CsD-1939 5/23/68 3/28s371 2,470,000 8 9,605,475
Csp~2171 6/28/68 6/30:74 1,259,000 1 332,212
CSD-1940 5/31/68 S/31/74 2,400,000 . 17 13,933,252
TA-G-1113 5/31/74 5/31/79 685,000 3 174,951
CSD~3151 5/28/71 5/28/16 700,000 - -

BEST DOCUMENT AVAILABLE
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APPENDIX II

Section 211i{d} grant

APPENDIX I

Follow-on contracts

Institution Contract

from

Yale University,

Connecticut
Comparative Legisla-
tive Studies:

Duke University,
Rorth Carolina

University of
Hawaii

University of
Iowa

Economic, Social and
Political Develop-
ment and Moderniza-~
tion:

Midwest Universi-
ties Consortium
Irternational
Activities

University of
Michigan

Southern Illinois
University

Tufts University,
Massachusetts

Pace University,
New York

Educationai Develop-
ment:

University of
California at
Las Angeles

Florida State
University

Stanford Univer-
sity, California TA-G-1053

University of
California at
Berkely

University of
Massachusetts

Science and Technology:

Cornell Univer~
sity, New York

Massachusetts In-
stitute of Tech=-
nology

Georgia Insticute
of Technology

University of
Arizona

CSD-2485

CsD~3295
CSD~32913

CSD~3294

C5D~-2958
CSD-2547
Csp-2514
Csb-2810

OTR-G-
73-251

CSD-2825

CSD-2945

TA-G-73-17

TA-G-1112

CsSD-3158

CSD-13360

TA-G-1111

Total

6/27/69

6/30/71
8/11/171
8/11/71

5/28/71
11/20/69
6/30/69
6/30/70
6/29/73

6/24/70
4/28/171

9/13/73

3/14/73
5/31/74

8/11/71

To

6/30/76
8/10/76
§/10/76

5/721/176
6/30/178
6/30/75
€/28/75
6/08/78

6/23/75
4/30/76

9/13/78

/13778
5/31/79

8/10/76

16/15/71 18/15/76

CM-G~-73-18 2/23/73

5/31/74

49

2/22/78
5/31/78

Amount

Number Value

6/27/76 5 1,240,600

500,000
235,000

265,000

1,000,000
2,467,535
1,000,000

965,773

160,000

600,000
1,000,000
1,000,000

998, 354
740,000

630,000

\ 900,000
800,000
1,045,000

$42,7:8,68

~

5 6,607,529
1 577,000

6 478,527

1 17,500
1 121,500

1 23,500

334,800
217,500

l'—‘ ~ w

22,496

[
=
i~

$43,878,767
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University of North
Carolina

.Michigan State Uni-

versity

University of Wis-
consin

Purdue University,
Indiana

Cornell University,
Negw York

Johns Hopkins Uni~
versity, Maryland

North Carolina State
University

Utah State University

University of Minne-
sota

Colorado State Uni-
versity

Harvard University,
Massachusetts

Yale University,
Connecticut

University of Il-
linois

Texas A&M Univer-
sty

. Orecjon State Uni-

versity

University of
Nebraska

Ohio State Univer-
sity

University of New
Mexico

University of Puerto

. Rico

University of Hawaii

Kansas State Univer-
sity J

Stanford University,
California

PUNDS AWARDED TO UNIVERSITIES

APPENDIX III

UNDER AID'S CENTRAL RESEARCH PROGRAM

1962 to 1975

Food Population Educaticn  Selected
and and and human development
nutrition health resources problems Total
§ $9,578,624 $ $ $9,578,624
4,404,273 610,000 37,880 5,052,153
3,503,275 665,746 494,478 4,653,499
4,641,430 4,641,430
3,498,785 932,425 4,431,210
200,836 4,125,332 19,408 4,345,576
3,714,608 3,714,608
3,606,131 3,606,131
3,349,523 3,349,523
3,279,000 21,000 3,300,000
604,129 347,199 2,326,645 3,277,973
3,133,777 3,133,777
980,996 1,948,502 24,000 2,953,498
2,753,768 2,753,768
2,622,271 zZ 622,271
2,354,614 24,800 2,379,414
2,140,901 2,140,501
as/1,953,938 1,953,938
1,500,059 1,500,059
1,171,630 51,000 1,222,630
1,177,857 1,177,857
1,081,476 1,081,476
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APPENDIX III > g APPENDIX III
Yood Population Education Selected
and and and human development
Dniversity putrition health resources problems Total
Massachusetts Insti- '

tute of Technology $ 724,357 § $ $ 252,000 $ 976,357
Universtiy of Pitts-

burg 719,284 158, 380 ‘877,664
Universtiy of Florida 81%,011 ) 819,011
Stanford Research .

Foundation, California 564,037 236,603 802,640
Washington Cniversity--

St. Louis 607,000 607,000
Rice University, Texas 590,182 590,182
Princeton Universgity,

New Jersey 420,826 420,826
University of Notre

Dame, Indiana 413,050 413,050
Gniversity of Califor-

nia 223,213 181,289 404,562
Wake Forest University,

North Carolina 393,471 393,471
Williams College,

Massachusetts 356,329 356,329
Syracuse University,

New York 355,475 355,475
University of Montana 350,000 396,060
University of Penn-~

sylvania 349,282 349,282
lowa State University 336,000 330,000
University of Michigarn 226,679 326,679
University nf Oklahoma 268,000 269,000
Brandeis University,

Kassachusetts 250,594 250,594
New York University 205,340 25,000 230,340
Medical College of

Wisconsin 135,376 195,376
Medical, Coilege of

Virginia 130,200 130, 200
University of Rhode

Island 109,706 109,706
Nor thwestern Univer-

sity, Illinois B%,300 89,300
University of Georgia 84,366 “ 84,365
The Rockefeller Uni-

versity, New York 77,196 77,196
University cf Colorado 76,433 76,433
University of Southern

Florida 65,129 65,129
Mississippi State Uni-

versity 40,680 40,680

BEST DOCUMENT AvAtLABLE
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APPENDIX III

Food Population Education Selected
and and and iuman development
University nutrition health resources problems Total
Columbia University,

New York $ $ $ 27,196 § $ 27,169
George Washington Uni-

versity, Washington,

D.C. 25,000 25,000
Boward University,

r7ashington, D.C. 25,000 25,000
Washington State Uni-

versity 25,000 25,000
University of Missouri 25,000 25,000
Indiana University 24,995 24,995
Carnegie Mellon Univer-

sity, Pennsylvania 24,779 24,779
Rutgers University,

New Jersey 23,360 23,360
University of Chicago 11,000 11,000
vanderbilt University,

Tennessee 7,000 7,000
Haverford University,

Pennsylvania 5,405 5,405
“orthern Illinois Uni-

versity 2,500 2,500

Total $45,644,204 $24,910,838 $1,756,605 $10,785,725 $83,097,372

a/Contract formerly with the University of Illinois.
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APPENDIX VII =S APPENDIX VII

SEMATE HEARINGS BEFORE A SUBCOMMITTEE OF

TH

SCHMITTEE ON APPROFRIATIONS

ta1

FCREIGH ASSISTANCE AND RELATED PROGRAMS APPHUFRIATION
FISCAL YEAR 1976
APRIL 17, 1975

Mr. Fastexr. One Clastration, the FSR proup was 3406 a3 of May
1974. The average 3t Mareh (o073 is 147 That retiects a <ight reduc.
ticn, nnd nidicates there s g - tznt downward trend  Phey have stopped
the groath and they ars zomng duan.

There is ore other thing thev have done They have just established
8 policy of a~aumre.g Foreign ~ervice percoanel to only those ALD
Washiazton positions which ore equal to one grade above or onie yrade
below theit ztude [his basnt been the practice in the past. There
could ba three ur four biferent maues

Senator INotyr. Y u don’t bava the extreme situation where an
empioyee will st coiro 0 nnerd month to piek up s paveheck?

Mr Fastrk | thins tnat ;oo biem s hecoming less, und [ think we
are tallung about the other av roach and Zetiing down to 350 50 the

° subcomplenmient pooi. A< | mnioned eariter, the YVietnom situition
is going to rauce some probisme

Seastor {Nouve We an odesstand that and we <tand vrepared to
do whatever we can o treat o2 isoas a matter of speeral ¢oncern It
s untque probiert ar @ weunuerstand that

Me Faster Adros e

Senator Inoeve s wmow Mr Fasick, this supcamraittee has
oversight re~ponsit) o Dt oranges of activitres antolved an
forelgzn assistanre ane ~ . L these actinilies age heing carmed ot by
so-called voluniars or private erzenizaticns and notigoevernment i,

Fraokiv, wa 1.0’ nave the aetaited miormuation about the voera-
tions whirh I feai -~ necosaary sl this commuttec is to carry outin proper
fashiun this oversizh® responatnaty

sabwoidd ibo oscpbay nope paee v afieedle a0k Vo to male
SUME LY Tob e oo, 1 tememniar 0 s (e e o0 tonmepd o Bt eraity

rrary .

Second, Ail) v e ot pavaie o vatants aid advisers,
Aad, thind, ALY re wtionslap ta and prasiicss of private end vol-
UntIry orgaris . me freviee ti s a broad one

I have given tre auf, cur commtttes sgall, Instpicniens 44 to the
nature of thees rovpae g 1wl & trem to mieer vath app pnate
otheials on veur <t o work oat the specific ateas 1o be covered and
the umungof trarep (o

Mr Fastex Weoan do than and 1 thunk ail thres areas are sigmifi-
cant and warr.: o st

Seaator Inoryy | ebink o s very important besuse here sguin ot
dossn’t Lep wnon ore rarepvaes ) rulieiess (@tler of TUMars sazzesing
that certu.n varversites have 4 rontiast becasse of pressure and that
YRIVEINITY Wast f Sy e e oF Badoan inadeq rate stef] to camry
¢yt the privect Woio il yke o know whay the truth i,

Me Faste i AL nghr, thank Vo

Sepator INotYE ifefe 1n g persanzl sde to that request. As chair-
man of a <Lbcomnnrttes, § -uppose chere are somme who may feel that [
ey nee that peaticn taerhan e the Position of Hawauan enterprnses
oni the Uravorey o ilawan | Xeow has 4 conple of contracts witn
AlD I wount Wae oy to ok speeitiialv into thade to deternung
whether the-e contricte are za0a ond wiether the Univeraty of Hawan
is cermying vut ©'s patt and mang tne tavpavens their meoney's worth,
Mr Fasicn. Veny good, wr. (Cnderscoring acded)
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