Un1011 Calendar No. 811

87th Conéress, 2d Sessfon - - - House Report No. 1958

* ADMINISTRATION OF GRANTS BY THE
NATIONAL INSTTTUTES OF HEALTH

(Reexamination of Management Deficiencies)

TWENTY-FIRST REPORT
T by rEE
COMMITTEE ON GOVERNMENT
OPERATIONS -

June 30, 1962.—Committed to the Commitiee of the Whole House on
the State of the Union and ordered to be printed

- U5 GOVERNMENT PRINTING OFFICE
72006 WASHINGTON : 1962




. COMMITTER ON. GOVERNMENT. OPERATIONS .
WILLIAM L. DAWSON Illmois, Chairman

C‘HI}T HOLIB‘IIDLD Caifornia CLARE'E. HOI‘FMAN Michigan -

FTACK BROOKS, Texas R, WALTER RIGHLMAN, New York

L. H. FOUNTAIN, North Carolina GEORGE MEADER, Michigan

PORTHR OARDY, Jg., Virginia CLARENCE J. BROWN, Ohio

JOHN A. BLATNIE, Minnesota - PLORENCE ¥. DWYER, New Jersey
ROEBERT E. JONES, Alabama ROBERT P. GRIFFIN, Michigan
EDWARD A, GARMATEZ, Maryland GEQORGE M, WALLHAUSER, New Jersey
JOHN E. MOS8, California ODIN LANGEN, Minnesots

JOE M. EILGORE, Texas =~ . - ~ ~JOHN B/rANDERSON, llinois

DANTE B, FASCELL, Ilorida ) ’ RICHARD 8. SCOWHIKER, Pennsylvania

HENRY 8. REUSS, Wisconsin ~_F. BRADFORD MORSRE, Massachusetts
ELIZABETH EKEH, West Virginia - :
KATHRYN E, GRANAHAN, Pennsylyania.
JOHN 8. MONAGAN, Connecticut =
NEAL SMITH, Jowa
RICHARD H. LANEFORD, Marylai;d-- R A
ROSSE BASS, Tennessee
LUCIEN N. NHDZI, Michigan
CHRISTINE Ra¥ Davis, Staff Director
JaMBS A, LANIGAN, General Counsgel
Mires Q. ROMNEY, Associate General Counsel
HzLeN M. BoYRER, Minority Professional Staff
J. P, CARLsON, Minority Coungel

INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE

L. H, FOUNTAIN ‘North Carolina, Chairman
JOHN A, BLATNIK, Minnesota : . PLORDNCE P. DWYER, New Jerse}
NEAL SMITH, Iowa 2 ODIN LANGEN, Minnesota
ROSS BASS, Tennessee c
o MEMBHRS BEX OFFICIO
WILLIAM L. DAWSON, Illincis CLARE L. HOFFMAN, Michigan
' DeLPEIS C. GOLDBERG, Professional Steff Member
James R. NAUcHTON, Counsel
WILLIAM D, GRAY, Research Analyst

II




LETTER OF TRANSMITTAL

House OF REPRESENTATIVES,
Washington, D.C., June 30, 1962.
Hon. Joan McCorMACK, -
Speaker of the House of Eepresentatives,
Washington, D.O.

Dear Mr. Spraxgr: By direction of the Committee on Govern-
ment Operations, I submit herewith the committee’s twenty-first
report to the 87th Congress. The committes’s report is based on a
study made by its Intergovernmental Relations Subcommittee.

Wiriam L, Dawson, Chairman.
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ADMINISTRATION .OF GRANTS BY THE NATIONAL
| JINSTITUTES OF HEALTH 3
- (Reexamination of Management Deficiencies)

JuxE 30, 1962.—Committed to the Committee of the Whole House on the State
L : of the Union and ordered to be printed

Mr Diwson_, _from the Cqmmiﬁteé. on deféi‘ﬁméhié "fOpera'ti'th,
Gy ' .gubmitted the following - ... :

TWENTY-FIRST REPORT

. BASED ON A STUDY BY THE INTERGOVERNMENTAL RELATIONS
SUBCOMMITTEE

On June 28, 1962, the Committee on Government Operations had
before it for consideration a report entitled “Administration of
Grants by the National Institutes of Health (Reexamination of Man-
agement Deficiencies).” Upon motion made and seconded, the report
was approved and adopted as the report of the full committes. The
chairman was directed to transmit a copy to the Speaker of the House.

I INTRODUCTION

On April 28, 1961, the Committes on Government Operations issued
a comprehensive report on the health research and training grant pro-
grams administered by the National Institutes of Health (NII), a
bureau and the principal research arm of the Public Ilealth Service
in the Department of Health, Education, and Welfare.
The report,” which was based on more than 2 years of study by the
staff of the committee’s Intergovernmental Relations Subecommittes,
identified areas of weakness In the management of these programs
and made recommendations for corrective action.

The NIH grant programs have special significance not only because
they are important for improving the health of our people but also

1 “Ffoalth Research and Training: the Adminlstration of Grants and Awards by the
National Institutes of Health.” Second report by the Committee on Government Opera-
tlons (H. Rept. No. 321, 87th Cong,, 1st sess.).

1



2 ADMINISTRATION OF GRANTS BY NIH

because the Federal Government has increased its financial support
‘for these programs at'an tnusually rapid rate. Appropriations for
“NTH, ‘excluding construction Funds, have inereased from $46.4 mil-
“lion 1’ 1950 to $736.5 million in 1962, or nearly 16-fold. - .Of these
“amounts, the appropriations for research and training grants to non-
overnmental scientists have increased during the same period from
$21.9 to $581.2 million, or by more than 26 times. The amount appro-
priated for research grants alone was $438.7 million for the fiseal
year.1962.

‘Public hearings were held by the Intergovernmental Relations Sub-
committes on August 1 and 2, 1961, in W%lich the Surgeon General of
the Public Health Service and the Director and other officials of
NTIH discussed the committee’s -recommendations and NIH’s plans
for implementing them.

The subcommittee held public hearings again on March 28, 29, and
30, 1962, to review the progress made by NIH in strengthening the
management of its grant programs. . e

To provide an.orderly development of the report, the committes’s
concluding observations and recommendations are presented in section
VI, following the sections dealing with the committee’s earlier find-
ings and recommendations on the NIH grant programs (H. Rept. No.
321), the NTH response to those recommendations, the results of a
“special audit of NIH grant expenditures by a compary which has
received substantial NIH support, and the proceedings of the sub-
committee’s hearings held in March 1962.




~ IL BARLIER FINDINGS AND REGOMMENDATIONS
. A summary of the committee’s findings and its reeommendetmns 111
House Report No. 821 (87th Cong.) are presented below '

’ SUMMZARY OF EARLIER I‘INDINGS

“The comrnlttee found that NIH is not edequat orgamzed to
administer. .the grant. programs . with; maximum eﬁ{etlveness
partienlar, NIH has failed to provide for a meaningful review of the
financial requirements of research projects as part of the technical
review process. Further, NTH does not maintain sufficient direct and
continuous contact: with: gra.ntees for. the purpose of detemnmmg
appropriate levels of eontmuetlon support in relatlon to proyect ac-
compli 1shments and needs, .

"At. present NIH makes commltments for the future support of
p)rcqects in.specified amounts for pemods as long as 8 or more years.

rdinarily there is no further review of project requirements during
this period, and the amount of the grant is paid automatically each
year upon request. The grantee, on the other hand, may request
supplemental amounts to meet unforeseen. project expenses. This
arrangement, o’bvlously, ig-not conduelve to the most pmldent use of
grant funds. S

The, present. management policies, and procedures a.re especla.llv un-
satisfactory in' connection with research. grants.to commereial ﬁrms
and for the support of meetings of scientific organizations. :

The committee noted areas where.existing grant arrangements are
not.designed to obtain full advantage from the available or potential
research resources of educational institutions. .These areas have been
identified and recommendations offered for bringing such mstltutlons
more actively into the national health research. effort.

The committee believes that economies and greater eﬂiclency can
be achieved through the development of more umform policies and
procedures in connection with the many special purpose trelnmg pro— ;
grams supported by NIH., : :

The. committee gave close attention to the problem of appro—g
priate Federal payment for the indirect or overhead costs associated -
with grant-supported research. . The committee recommended an
equitable indirect cost’ arrangement for the use of all Government
agencies that support reseerch m educmmonel institutions.

DARLIER RECOMMIENDATIONS

Recommendatwn No.' 1:=Additional measures be taken to lmprove
the effectiveness of the present project review system:’

- First: The scientific review condicted by the study seetlons should.
bé' complemented by ‘a’thorough review of each project’s financial
réquirements performed by quahﬁed analysts in ‘the D1v1s1on of Re— '
search Grants. '

H. Rept. 1958, 87-2—2 3



4 ADMINISTRATION OF GRANTS BY NIH

At the present time the study sections do concern themselves with
the reasonableness of budget requests in relation to the work proposed,
and this is an essential part of judging a project’s feasibility. This,
however, is not the type of systematic budget examination that is
required to satisfy NTH’s administrative responsibility.

econd : NTH should consider the feasibility of forming field review
teams composed of stafl representatives to vistt grantee institutions on
a regular basis, perhaps once a year.

Direct contact with grantees is now limited to the site visit, which
is made for only a small proportion of grants, at the time of the origi-
nal project application. Some form of continuing contact is needed
to observe the progress of certain projects and to obtain the necessary
information for meaningful review of budgetary needs. e

- Third; NTH should determine the dollar amount of ‘support, for

projects receiving grant commitments for extended periods of time,

at frequent intervals and on the basis of an adequate review of pro-

_ gram accomplishinent, potential, and financial needs. o

" The committee does not believe that specific dollar amounts based

on original budget estimates can realistically represent the investiga-
tor’s needs 3 to 8 years in the future. The committee is concerned by
the faet that under present procedures substantial amounts of supple-

mental fundsare provided grantees ($10.8 million in 1960, or more
than 5 percent of total grant funds), while grant money paid on the
basis of original project estimates is rarely returned to the Govern-

ment as unneeded. ' ' e

~Fourth: Special advisory committees 'should be organized to review
grants which are‘intended to’ provide general support for whole pro-
grams or divisions of ingtitutions. SRR

" Liarge ‘grants'of this kind are not for “projects” in'the conventional
gense and,” consequently, require a special type of review by a com:
patent bodg. . i R POOT IO Y A, fom,

~ Recoinmendation No. 2.-~Grants for projects initiated by commer-
cial firms be placed on a cost-sharing basis. The committee believes
this action, togéther with implementation of its recommendations for
stréngthening the review of projects and the management of grants;
will place grants to commercial firms on a Sounder’foundation. ="

- When ‘grants are used to support research in organizations operating
for profit, the Government has'relatively little assurance ander present
procedures that public funds will' be used economically and with
coneern primarily for research performance rather than private gain.
The committee has found disturbing evidence of the abuse of grants

by commercial irms.’ = ; e S ;

Recommenddtion No. 3—NIH develop a separate policy governing
the ‘purpose and use of, and the eligibility conditions for, grants to
help support national and international meetings of recognized scien-
tific organizations. o S

Extravagance and financial irregularities have been found in the
handling of grant funds by conference planning groups. The com-
mittee believes that policies and procedures designed for the support
of scientific investigations should not be applied to conference grants.
Instead, the recipients of conference support should be held strictly
accountable for funds in accordance with their approved grant
proposals. S A
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- Recommendition No. j—NIH seek to-further improve its methods
for- coordinating research activities with other Government and pri-
vate agencies so as to minimize unneeessa,ry or umntended dupheatlon
of research in the health ﬁeld :

The committee: recognizes’ ‘that NIH has developed worka.ble ar-
rangements for-avolding undesirable du% ieation of: pI‘O]th support
However, certain gaps exist which-should be remedied.

Becommendation No. 5§ —The President establish uniform pohey
with respect to acceptable salary practices in the use of Federal
research funds -applicable to all Federal agencies maklno' grants to
educational and -other research institutions.

The committee supports the principle of eompensa,tmg the parti-
cipants in_Government-supported research in accordance with: the
regular salary -schedules® of their :institutions, and. is ‘concerned by
reports that some 1nst1tut10ns are using Federal funds to pay higher
than regular salaries. Since this is a matter of concern to many
Fedoral agencies, the .committes feels 1t should be dea,lt Wlth on a
Govérnment-wide basis..

Recommendation No. 6.~-NIH mltlate for a: 11m1ted tlme a speelal
developmental-type grant as a direct means of stimulating research
capability in those universities and professional schools which have
training responsibilities in‘scientific ﬁelds rela,ted to health, but are
not actively engaged in health research. '

It appears that the: limited partmlpa.tlon of $ome un1vers1t1es and
professmna,l schoolsin the NIH research program is due more to-the
pancity of project- applications than to a high:disapproval rate of
proposals. - The stimulation of research activities in thesé institutions
1§ desirable not only to increase their- research. contribution, but:also
to improve their training capabilitiés in the health-related sciences.

-Recommendation No. 7-—The Congress consider action to permit:
the awarding  of research project. grants under the Public Health
Service Act-to VA hospitals: on the same : terms and eondltlons as
apply to non-Federal institutions. "

Under present arrangements, only the: se1ent1ﬁc personnel of those‘
VA hospitals which have‘a.medical school affiliation are permitted to
 compete for NTH: grants. Such-applications are routed-through the-
schools which thereby become eligible for the15- pereent mdlreet cost
allowance on projects conducted in the VA hospitals. Permitting
project applications-to be made diréctly to NITH would, for the first
time, enable the professional staff in more than 25 percent of the VA
llospltals with.research programs to compete for NIH grants. The’
committee does not view this_récommended action as a su'bstltute‘
for research programed-.from VA.. appropriations. . -

. Recommendation No.8—The. Diréctor of NTH review the trammg
pohmes and procedures.of the Institutes and the Division of General
Medical Sciences for the purpose of obtammg & dleeter degree of
uniformity and simplification. .

- Some variation in policies and praetlces ma.y ‘be neeessary in view of-
the individualized nature of NI training programs.. However; many-
of the differences.observed by the committee appear to be due to the
Iack of central direction and coordination. . To-the extent that these
differences are not essential for the suceess. of the pro%-ra,ms ‘concerned,
they are likely to. cause waste and inefficiency “within NIH and to
impose an innecessary administrative burden on training institutions.
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- Recommendation No, 9.—~The Secretary of Health, Education; and
Welfare carefully examines the existing programs and ‘administrative
arrangements- for special-purpose traming in the health field both
in terms of overall Federal objectives in support of ‘education and the
impact’ of thess programs on ouf educational institutions, - - - ¥

The highly specialized character of NIH and other Public Health

Service training ‘programs raises two closely related questions: (1)
Would it be more advantageous for the:Government to combine the
great variety of special-purpose training grants into a limited number
of grants for strengthening the -curriculum generally of those institu-
tions which train health personnel; and (2)-is training support as
presently administered in the health field-injurious to the institutions
concerned? . ... . - R O T

- Recommendation: No. 10—~The appropriate executive agencies and
committees of the Congress give particular attention to the problem
of attracting outstanding students to the figld of medicine,  : ::

- HEyidence has been presented by'the Surgeon General’s Consultant
Group and others that the quality of medical students has been’
decreasing in recent years.. The committee is concerried that present
Federal policies may be 2 factor in diverting good students:from: the
field of medicine. .The quality of students receiving' medical training
has an important bearing on the success of NIH programs for health
research and medical manpower training.. : . o R

- Recommendation No. 11.—Bach participating institution: be given
the option of using either of two methods for computing the overhead.
allowance on supported research. - One method: would be the con-
tinued use of a flat rate adjustéd periodically to equal approximately:
50 percent of the average rate of indirect expenses based on total
direct‘costs for-all grantee institutions as a ‘group, as measured by
appropriate: cost accounting principles and procedures. In liew of
the standard Tate, and in order to provide equitable treatment for
those institutions possessing relatively high overhead costs, an institu-
tion would be allowed 50 percent of its actual indirect cost rate deter-
mined in the same mafinerasabove: .. . oo S :

. The committee finds considerable merit, in theory, to the concept
of Federal participation in indirect costs to the-extent that they are
brought into existence or actually increased by grant-supported proj-
ects, These additional or “incremental” costs, unfortunately, are not
ordinarily susceptible of objective measurement. - As a :practical
alternative, the committeé favors the aforementioned arrangements.
. The figure of 50 percent was selected as'a rough estimate and- could
be adjusted as reliable data are obtained on incremental costs.

Recommendation No. 182.—No overhead be allowed on grants or
grant items whick do not entail actual indirect expenses, and ‘an
amount less than the regularrate be allowed when'extramural research’
requires few institutional services.: - o 7 BETRTE T S

The overhead allowance should not apply,for éxample; to grant
amounts for' the rental of furhished quarters or of computer’ time
where the rent figure already contains an indiréct cost factor to cover
such ' things ‘as light, ‘heat, maintenance; and janitorial gérvice. An
amount-less ‘than the'regular: rate - would be appropriate in’ those
instances wlere extramural research requires few Institutional services
or where the institution serves merely ag a2’ “paper middleman.”
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Recommendation No, 15—NIH reexamine its policy of making
indirect cost payments on renovation and major equipment expendi-
tures from grants for the establishment of clinical research facilities.

This new program involving substantial amounts for the remodeling
of buildings and the purchase of furnishings and equipment does not
appear to create significant overhead expenses related to these expendi-
tures, . ‘ .




I NATIONALINSTITUTES. OF HEALTH RESPONSE -

In general, the agency concurred with the committee’s findings and
recommendations in House Report No. 821. Both by correspondence
and in the hearings held in August 1961, officials of NIH and the
Public Health Service expressed substantial agreement with all but
one of the recommendations and indicated their intention to take cor-
rective action. ‘

In commenting on the report prior to its formal adoption by the
coramittee, the Director of NIH wrote the chairman of the Intergov-
ernmental Relations Subcommittes on April 25,1961 :

I should like to express my sincere appreciation for the
opportunity to offer commment on this excellent report. While
most of the recommendations would be entirell?y acceptable
to the National Institutes of Health, there are geveral on
which I should like to rake statements.

Except for disagreement with recommendation No. 7 {(concerning
the awarding of research project grants to scientists employed in
VA hospitals on the same basis as to scientists in non-Federal insti-
tutions), the Director’s comments related to the method of implemen-
tation rather than to the merit of the recommendations. With re-
spect to recommendation No. 7, NIH objected to extending eligibility
for research grants to all qualified VA scientists on the grounds that
NTH preferred limiting u,'f:;l'ra\,nts to VA employees who simultaneously
hold medical school faculty positions. However, as was pointed out
in the committee’s report and in hearings, it has been the practice of
NIH to accept grant applications from all qualified personnel of the
VA hospitals which have a medical school affiliation, rather than ex-
clusively from those VA employees who hold medical school staff
appointments. The committee’s recommmendation was intended to
promote the fuller utilization of our scientific resources by extending
eligibility for NIH grants to highly qualified scientists employed in
the VA hospitals which are not located in proximity to a medical
school and who receive the approval of their hospitals to participate
in the NTH programs. The President made a similar recommenda-
tion in the budgets for the fiscal years 1962 and 1963.

In transmitting a press release to the chairman of the subcommittes
the Surgeon General wrote on May 12, 1961:

You will note from the enclosed statement that T fesl your

study and report have rendered a service to the national re-
search effort.

Subsequently, in transmitting an interim report of June 15, 1961,
describing the actions taken by NIH in response to the committee’s
recommendations, the Surgeon General wrote:

It gives me real pleasure to transmit to you this interim report
which describes the current status of actions taken by the

8
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_ NIH with respect to edch of the recommendations eontained

" in your reéport. Again, may I compliment you upon a search-
ing and constructive inquiry into the growing and complex
-set of activities administered by the Natlonal Institutes of
Health. T am confident that many of the committee recom- -
‘mendations willbe: adopted-more edsily by reason of your
‘independent recognition: of :their significance. ... : - =

The Surgeon General testified in hearings held by the Intergovern-

mental Relations Subcommittee on’ August 1; 1961, at which time he
stated: : : G SRV e v N

Although the Public Health Service aciivities are con:
stantly under review, there is a tendency for long-established
systems and procedures to appear adequate to those familiar
with them even when they may no longer meet all of the new
requirements imposed upon them by the growth or the
changed character of the programs they serve. A eritical
review by an objective outside group is therefore of great as-
sistance in calling attention to slowly growing but as yet
unobserved administrative deficiencies.

It is in this light in which I view and warmly welcome the
report’s comments on the administration of the NIH grant
and award programs. The intelligent examination of recent
practices and the thoughtful recommendations for their im-
provement are very helpiul in focusing attention on problem
areas and suggesting the need for revised procedures.

- X want to assure the committee that each criticism is being
most carefully exzamined and each recommendation most
seriously considered both in my office, by the Director of the
NIH, and by those immediately responsible for the grant
administration at NTH.?

In the same hearings the Director of NTXL testified:

A good case can be made—as is done in the cominittes’s re-
port—for a more businesslike approach to research project
costs. We have therefore decided to modify our procedures
with a view to asking the study sections and councils, in effect,
to set a dollar ceiling for each grant they approve, leaving
the exact amount to be paid to be negotiated, when necessary,
by the staff. It would be quite impractical to ask the study
sections to do this. Their members are purposely chosen for
their scientific competence—they have neither the back-
ground, the time, nor the inclination to act as budget
eXaminers.

As some 15,000 applications must be reviewed each year,
the time needed for detailed budgetary reviews could alone
malke it impossible to use study sections for this purpose.

The amount to be paid in subsequent “continuation” years
of multiyear grants, and the purpose for which these funds
will be used, will be similarly negotiated by the staff on the
basis of actual need but within the ceiling set during the
Initial review process.?

? Hearings, p. 2.
& Hearings, p. 16,



10 ADMINISTRATION OF GRANTS BY NIH

detailed descrlptlon of the agency’s progress in carrying out each of
the committee’s recommendations made in House Report No. 321.
The Acting Dlrector of NII-I in replymgto thisre quest o J anuary 22,
wrote:

We are in accord Wlth the recommenda,tlons of your com-
mittee and definitely inténd ‘eventually to-make allidesirable
. changes needed: to effect the sounder ad.mmlstratmn Whmh
.-your commlttee recom.mended

The letters and progress reports referred to in thls sectlon are Te-
produoed in appendut 1. - S




- IV, AUDIT OF NIH GRANTS TO PUBLIC SERVICE-
st _ : - - RESEARCH; INC. - : . Sl
An audit was made of the research grants awarded to Public Service
Research, Inc., & commerciil firm:operating: for profit, in.order to pro-
vide detailed Information on -the adeguacy of NIH policies and pro-
cedures for insiuring:the -appropriate -expenditure of publi¢ funds.
The:audit review was made in Jatnuary 1962 with the assistance of
personnel from the General Accounting Office. .The audit covered the
pperiod of July 3, 1959—December.81, 1961, during which the ¢company
received $378,506,.or 85 percent of its total cash funds, from NIH
grants. e
The subcommittee had previously found from NIII records that
there were large discrepancies between the purposes for which the
company had requested research grant funds and the manner in which
these funds were reported as spent. Also, it had come to the subcom-
mittee’s attention that the company had used grant funds for the pay-
ment of fees to an affiliated company for the recruitment of personnel.
While the amount of NIH research funds paid te Public Service
Research, Inec., represents only a small percentage of total NIH grant
expenditures, NIH policies and management procedures provide no
-assurance that practices similar to those followed by this grantee are
not. widespread. Although NTH relies upon the grantee institutions
for the effective management of grant funds, NTH conceded in hear-
ings that adequate administrative machinery does not presently exist,
either in NIH or in the grantee institutions, to insure that this respon-
sibility is being met.
The audit findings are summarized below. The complete audit re-
port appears in appendix 2.

SUMMARY OF FINDINGS

(1) Grant funds were used to finance capital and other costs asso-
ciated with establishing a new corporation. During the first year and
a half of its existence, Public Service Research, Inc., acquired prac-
tically all of its office equipment and furnishings from KFederal re-
search grants and contracts. . .

(2) The corporation, according to its records, claimed a deprecia-
tion allowance in its Federal income tax returns for equipment pur-
chaged from NIH grants. ) )

(3) The corporation’s rent, maintenance, and moving expenses, and
the expense of remodeling its rented quarters, were charged as direct
costs to individual Federal grants and contracts. o

(4) The corporation derived a profit in excess of its actual indirect
costs from the overhead allowance (15 percent of total direct costs)
paid by NIH to cover indirect costs. .

(5) Fees paid by the corporation to its affiliate, Clark, Channell,
Tnc., for hiring expenses included a profit to the affiliate. Such fees

H. Rept. 1958, 87—2——38 1
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were improperly billed as direct costs to particular NIH pr0]ects
the persons for whom hiring fees were paid worked on several
projects and, in one case, the employee performed no research on the
project to which his fee was charged.

(6) Salary costs were improperly charged to NIH grants for ()
time spent by corporate officers in meetings sof directors or stockholders
and in the administration of corporation busmess () time spent by a
corporate officer as a consultant to NIII, for which he was also paid
£50 a-day plus tra.vel expenses; and | () an employee who was hired to
staff the company’s Washmgton oﬁice and erformed no research on
the project to which his salary was charged.: '

{1y Various expense items were mcorreetly cla531ﬁed a8 dlrect costs
of ‘particular grant projects, and in several:instances entertamment
ex enses were Improperly charged to NIH grants.

8):"Travel expenses were incurred in some instances: for purposes
Wh1ch do ‘not appear to: have a dirvect relationship to the pI‘O]eCtS
charged. o




oo b Vo MARCH 1962 HEARINGS: . .
He_apin%s ‘were held by the subcommittee on March 28,-29, and 30,
:1962, to obtain further information on the progress of NIH in imple-
menting the committee’s recommendations. These hearings were con-
cerned- principally. with the administration of research: grants, ...~~~
... The committes was informed that certain actions had been taken in
response to several .of its recommendations. First, grants for the sup-
port of conferences are no longer treated as research project grants;

instead, more restrictive policies have been adopted with respect to the
use and accountability of funds for this purpose. Second, NIH. has
broadened the availability of information on its research work and,
therefore, has reduced the possibility of tindesirable duplication of
research in the health field by commencing to report on its intramural
‘research.projects to the Science Information Hxchange—the agency
“which serves as a clearinghouse for grant information on research -in
the biomedical sciences. Third, NIH has taken action to exclude or
negotiate the payment of indirect costs in certain instances where the
direct expensés of a project either entail no significant, overhead costs
or indirect costs substantially lower than 15 percefit. - =

However; it becamé evident in the ecourse of the hearings that NTH
has done relatively little to improve thé ‘overall managemernit of its
grant programs sinée the committee’s réport of April 1961, The com-
mittes is’ particularly-concerned: by the continued absence of sound
procedures for ‘determining the initial and-the continuing financial

GRANT MANAGEMENT = = 7

In progress reports and in hearings, NIH officials had affirmed that
_the agency would strenfthen its procedures and. staff to obtain more
effective examination of the financial requirements of résearch proj-
ects; "This was to be aceomplished through systematic staff negotiation
to determine the actual amount of & grant within the ceiling approved
by consultants in'the course’of Study Section and Advisory Council
review. NI proposéd also’that asian interim procedure its staff
would ‘evaluaté the equipment needs of ‘grantees, to avoid -duplicate
and nonessential purchases! by the examination of prévious grant
records ‘together with'the justifications”contained in current appli-
NTH ‘stated Jast‘Adigust that its proposed procedures would be im-
plerented: by immediately assigning a budget analyst afid an asgistant
o each of the seven Institutes and the Division of General Medical
Scienced Thecommittee wag informed that as of March 1962 only two
professional and four nonprofessional staff had been assigned to de-
vote full time to various aspects of grants management, -~
The committes last year found a need for some form of continu-
ing contact between NI and its grantees to observe-the progress of
selected projects and to obtain feedback of information necessary for

13
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meaningful and reliable budgetary as well as scientific review. For
this purpose the committee recommended that NTH consider the feasi-
bility of forming field review teams, In the hearings that followed
the Director of NIH reacted favorably to this recommendation and
said it was under study. Farly this year the subcommittee was in-
formed that until such a. plan could be implemented NIH would
improve its surveillance of the handling of grants by decentralizing
this function to the several Institutes. However, nothing of conse-
‘quence has yet been a»ccomphshed along these lines to meét the need
‘outlined by the committee. .

The committes is disappointed to ﬁnd that little serious effort Tias
been made to effectuate these measures. "The data on staffing and on
.the minor ‘extent to which the dollar requests of grantees are admin-
‘istratively examined show that there has béen no significant improve-
“ment in the inadequate fiscal review of pro;eet requlrements broucrht
‘tolight by the committes last year.
Tt is apparent from the subcommittee’s recent hearings tha,t Weak
‘Hesses ‘in the grant programs are due to causes more fundamental
‘than staff ma§ equacies and faulty’ procedures. The committee be-
‘Heves thesé weaknesses are due in Jarge measure to the failure of NI
officials to understand the nature of their resp0n51b111ty for ‘the man-
'agement of public funds.

ThlS is reflected in. testlmony given by the Dlrector of NIH

The reelplents are selected on the basis of a- Tigorous screen-_ ;
1o ing by their scientific peers. The 1dea, and the. ‘Taanare
5y both exa.mmed with: care. . . e
v - 'Thig is the. point_at which. the real]y mgmﬁeant admm-
. istrative actions designed to make the program efficient and .
productive are taken. Selection of .good men . ond- good -
wdeas—and rejection of the inferior—is the key.- All 8%6"_;-::_;»‘;=-
sequent administrative actions hawing. to do with the adjust-
ment of budgets, and so forth, are essenmally tmml in sr'aZa,-
i1 tom to this basic selection proaess £ : :

The Dlrector further stated :

.- The research grant is, in essence, a, trust It is an a,ward .
. - made to an individual or group after a critical examination.. . -
of past performance and of the:proposed. line of research. -
Once the award.is made, the use.of granted funds-is left-to:.
the: investigator and. the institution.. They are accou_ntable;.
- for, exercising the trusteeship respons1b1]1ty C ol
This is in marked contrast with: the essential 1dea, of a -
contract, which is a promise by a contractee to deliver a pre- .
. determined product to a contractor for a predetermined price.
In actual operation, research grants and research contracts. -
are not always so widely separated. - But the essential dif- .-
ference exists. A grant is ¢ trust which makes the effective.
expenditure of funds the- responsibility of the recipient. - -
A contract is for specific performance—pro uction of: some- -
.. thing for the contractor for a prlce and under terms set by"'
. the contractor : _ o

‘Eeq.rings, P 14. [Emphaels added.]
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‘Under -a contract, the purchaser has the right and the
obligation to check on any relevant detail of the expenditure
of funds. NIH uses research contracts under appropriate .
circumstances, but the research grant is the device to which
the committee’s inquiry has been directed. D

Mr. Chairman, it has been my observation that many of the -
committee’s inquiries seemed to rest implicitly upon the as-
gsumption that we are-—or should be—operating a regearch
contract and not & research grant system. We deliberately
do not'do many things which are necessary and proper under
a contract system.. The question from our point of view is
not’ whether we do these things well, but whether we should
do them at all.s : S ' :

The éommittee cannot accept the NIH view that administrative
actions for the effective and economical expenditure of grant funds
are “trivial” or are matters of little importance. Nor can the com-
mittee agree that the choice of the grant rather than the contract as
the device for supporting research relieves NIH of normal responsi-
bility for the proper and prudent expenditure of Government funds.

While the manner of obtaining accountability. and the required de-
gree of adherence to the research plan may differ under a grant and
a contract, the committee believes that a Government. agency is
equally resdgonsible for the proper, efficient, and economical use of
public funds irrespective of the fiscal instrument employed. -

The committee 1s aware of the utility of the grant as a means of
supporting basic regearch in an academic environment and does not
intend its criticism of NIH grant administration to imply a prefer-
ence for contracts. It might be noted, however, that other Federal
agencies, notably the Atomic Energy Commission, use contracts ex-
tensively to support basic research in the same institutions and for
many of the very same investigators whom NTI asgists,

Under questioning, the NIH Director amplified his prepared state-
ment, quoted above, in the following exchange: - :

My, Fountain. Dr. Shannon, I want to be sure that the
subcommittee understands your statement. While I didn’t
s0 construe it, one of the members ‘of the subcommittee told
me that he interpreted your statement to mean that any at-
tempt to strengthen management procedures or reduce waste
would be bureaucratic and infringe on scientific fréedom.

Dr.Smannon. Oh, no, sir; Ididn’t mean that. - o

“Mr. FouxTay. I didn’t think you intended to give that
impression. . ' o

Dr. Srtaxvow. No,sir, - 00 - - _ ;

Mr. Fountarn. Do you still ‘agree with us that manage-
ment procedures should be strengthened in these aress, and
will be strengthened ? T N '

“Dr. Smanwon. Yes, sir; and we accept Dr. Goldberg’s view
that the propress in recruiting people appears to be quite
slow. It is. I attempted to explain that. Thers are two
areas of difficulty : One is the uphill battle we have with sonie
of our own people to accept such & plan, But we are making -

8 Hearings, p. 15. [Emphasis added.]
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progress, and the meeting last week was 1]1ustrat1ve of our
attempts toresolve the'difficultiess® - - : SRCCIY

With' respect ‘to NIH’S acknowledged reliance xpon the mvestlga—
tor’s Institution to assure the careful expenditure of grant funds for
equipment, travel, etc., the hearings revealed there is réason ‘to ‘doubt
that mstitutions are a,dequately performmg thls respons1b111ty The
Director of NTH testified:

The- thmg that we Would pmpose to do 18 to try to pu%h as
hard .as.we can: for: better management . within the Institus.
tions, and to provide:the . institutions' with. the resources,
to undertake ‘better . management.. .I truly belieye.that. a
decentralized system such as we operate within-the, frame-.

. work of a grant—which, in the final analysis, whether rightly .
- or wrongly, is a cond1t10nal gift—involves a partnership
. both in the doing and in the responsibility for what is done. = -
" The institution must share with the Federal agency, whether
it be NIH or AEC or any of the others, the responsibility
to expend those funds rightfully and prudently.
© I don’t thmk that this is being done adequately at the
present time. ropose to try, durmd the coming year,
- 'to work out the m echanies that will gwe us bett/er assurance
_that it-1s being done.” e : : :

He acknowledged in thls connectlon -

In view of our basic coneept of how the grant opera,tlon‘ '
~ can most properly be conducted in'this compléx situation, I° "~
. feel that we have been deficient’ in not making exphcltly' o
““clear to 'the institutions the obligations they assume when =
they accept a grant, the functions that we expect them to
perform, and the functions that we will perform.” B
I think this is ‘what we have to remedy above all’ else B

" The Director commented further on the need for strengthenmg
grant management both within NIH and in the grantee institutions:

Because of some of the discussion that, took place, yesterday,
1 am increasingly aware that it probably is necessary to de-
velop internal mechanisms thai will make more abundantly
clear .to, the. supported institutions the specific areas ipon
which we, in our partnersh1p with. them, must depend for
their judgments.

These: areas at the present time: are, I beheve, genera,lly
understood.  When I say generally understood I have in
mind such broad matters as personnel policies, equlpment
purchases and things of that general sort,

What 1 think we have not done, on the other hand, is to
set up an organizational entity at NIHL that can, in fact,

- assure us that the institutions in receipt of our grants hawe,
in-all cases, a highly organized central organization and the
capabilities for %omg those things which we say can only.
be done by the loea.l institution and cannot be done, centrally

a Hearlngs, p. : 6,
" 7 Hearings, Dp. 84-65.
& Hearings, p. 62.
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+ T think for us to take the-position that certain things that
ha.ve been proposed are not meaningful if done central%y does
not discharge our responsibility for seeing that they are done.

~‘We-have to assume responsibility:for -being certain that
those areas of grant mandgement -that-cinrot be handled
centrally are -handled and:can be handled locally.. * * * we
have not specifically indicated to the institution: tha,t when the
head of a department-or the head-of the institution signs a
research grant; & tpphcatlon or approves the purchase of a sub-
stantial piece of equipment, he has the direct obligation to
NIH, and through NIH to the taxpayer, for having carefully
considered the need for this piece of equipment and deter-

fay Imned tha.t the expend1ture is aprudent one.® ;

'-GRANTS TO COMMERGIAL ORGANIZATIONS

NIH proposed mn the hea,rmgs thot in the future the agency support
' resea,rch m compe,nles opera,tmg for profit by contracts ra:ther tha,n by
grants.

With, reference to Pubhc Servzce Resea.rch Inc the. company whose
NTH grant expendltures were Elilldltﬁd by the subcommlttee the D1rec~
tor of N1H testified :.. i :

e & thmk these gra.nts were ma,de under cru1dehnes tha,t. were in"
- error. It was done under g ]udwment ‘which'we now see to -
- “be an error.’ This'wag & very positive juidg imerit on ‘our part

7 that we' could handle grants to commercial firms in the same -
~oway agwe did to ingtitutions of higher education. - -

. AsTsayT think thst this was'in error. T don’ think that

1t was lax-in' the: sense th"tt we d1d th1s Wlthout—We made a

- poor ]udgment 0 : ‘

He further stoted in th1s connectlon

T said: vesterday: that Thad concluded ‘that we should only o
dea.l with commerecial firms in the future via contracts. - Thig:.-
o418 not to say:that a ‘contract is invulnerable to misuse or that, -
“rautoriatically, when one does things by-contract, as: opposed
to support by’ gmnts, ‘ong has condltlons thet are more or
less restricting. o

In point.of fact, as you Well k_ﬁOW, 31r, a, contract can be a8
loose a8 a grant; or & grant canbe as tight as a_contract.

I'have more reference to the contexts W1th1n Wlnch we op-
erate contracts and operate grants. -

‘A contract with the NIH a,utomahcelly assures the partlcl-
pation by an NIH project officer, who will be concerned with
the substance of the work done as well as with the generalities
of the support in terms of long-range objectives. L

A project officer is required to know much more: about the -

détails of How the work 18 conducted ag Well as What theend . .
S results of the WOI‘k are. ; S

DHearings, Do, 45—46
10 Hearings, pp. 75-76.
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- We do not run-a contract operation on a very broad scale
in-the general areas of our worlk, althongh we dorun quitea
broad contract program in-eancer chemotherapy, - =

- 'We are not staffed to -conduet a broad contract vperation
along the restrictive lines that-T have indicated. Tt was-de-
ficiencies of staff that led us to attempt to use a modified grant
by putting restrictive clauses in the terms of the gramt.. -

But I am convinced now.that this is inadequate. I think
that this was a refuge we took in weakness rather than from
strengtht - oo re D e SRR I

- ST YRR INDIREOT CORTS .

The committee sought last year to clarify the nature of the indirect
costs of research and their measurement. An institution’s indirect
or overhead costs are those incurred for facilities and services (e.g.,
general administration, library, heat, and light) which are jointly
used for teaching, resesrch, and other purposes and; therefore, can-
not be allocated directly to a single projeet or program. It was the
committee’s view that, with respect to the Government’s obligation
for the payment of indirect costs, there is a differerice bétween pur-
chased research psrformed for a Federal agendy and the support of
nondirected research which is closely related to an institution’s educa-
tional program and from which the institution’s faculty and students
benefit. . With regard to the latter, the commitiee expressed the belief
that institutions which engage in this type of research as a normal
activity should continue to pay the costs of basic administrative and
auxiliary services that exist. primarily for regular institutional pur-
poses but-are used also for Government-supported. projects. . -

The committee proposed, accordingly, that the determination of in-
direct costs take into account the extent to which such costs are brought
into existence or increased by grant-supported research. In. effect,
this means that the indirect cost rate ‘s‘uplﬁicable to supported research
in any institution will be lower than the indirect cost rate for pur-
chased research. - .. 0 cooon il Dl o ok

In testifying before the subcommittee, the Director of NIH endorsed
this view and agreed that Budget Bureau Circular A—2122 includes
expense .items. which should not be charged to the Government in
connection with grant supported research. Hesaid:~ .. -l

Lest there bé ahy misunderstanding, let me tell you what
I mean when I say “full indirect costs.” I do not mean full
indirect ¢osts in the sense that you have used it. I do not
feel we should undertake the payment of some of the liberal-
ization of A-21. In our discussion with Mr. Fogarty in
relation to this, we have used the term “additional costs” or
“costs attributable to the additional activities.” -

B Hearngs, P, A8 e i s T e D
SRR s s by e By ot e Batet St Sane et
allowahble costs of research performed by educational institutlons nnder Federal contracts or
granty, Circular A—21 1s intended to messure an instltutlon’s applicable research costs,

both direct and indirect, as a basls for negotiating the extend of Federal participation.in
the filnancing of & particular project. CLir et ‘
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Now, the difficulty here is that this can only be caleulated

once. Once this has been blanketed in, then you do not have
a basis for continued computation.
- But what I really would like to see is for us to pay the cost
that is over and above that which the institution would have
to carry, in the abgence of our making funds available to
undertake certain specific additional activities.'®

1 Hearings, p. 87.

"H. Rept. 1958, 79— —d
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" RECOMMENDATIONS

GRANT MANAGEMENT

* VI CONCLUDING OBSERVATIONS AND -

The committee is dissatisfied with the slow progress which NIH has
made to strengthen the management of the grant programs for health
research. While NTH has acted in several areas in response to the
committee’s recommendations, relatively little effort has been made to

_ improve the overall management of these important grant programs.

In particular, the committee has found no significant improvement in
the inadequate fiscal review of project requirements on which it re-
ported last year,

In the absence of appropriate policies, procedures, and adequate
staffing, the nongovernmental scientists who serve on study sections
are, in effect, determining the budgetary nesds of research projects.
Yet, the Director of NIH has testified that these consultants ]have
neither the background, the time, nor the inclination to act as budget
examiners. The committee stated in its report last year that the
responsibiliy for obtaining the efficient and economical use of public
funds cannot properly be delegated to advisory bodies. This is un-
questionably the responsibility of NIH officials.

The committee has called attention also to the fact that a grantee
who obtains a commitment for Iong};term support has unlimited free-
dom under NIH policy to change the subject matter of his approved
¥roject without further review. While this policy may have merit

roro. & scientific standpoint, it is guestionable that grant funds can
properly be used under NXH’s research project authority for a pur-
pose other than the scientific problem or area of research which NIH
reviewed and approved for sugport.

The committee has proposed in this connection that NIH use field
review teams, or some other method, to maintain continuing contaet
with grantees so as to provide an adequate feedback of information
relating to the progress and budgetary needs of projects. The com-
mittee recommended further that for projects approved for long-term
support, NIH determine the amount of each grant at frequent inter-
vals on the basis of an adequate review of project accomplishment,
project potential, and financial need. NIH has not yet taken effective
action in these areas. '

The adequacy of NIH policies and procedures for insuring the
appropriate expenditure of research funds was tested earlier this year
by means of a detailed audit of the grants awarded to Public Service
Research, Inc., a company which has received substantial NIH sup-
port. 'The andit report, which is reproduced in appendix 2, disclosed
that the company misused and profited from grant funds and, in
general, the company used the very broad discretion which NI al-
Tows grantees in expending research money for its own advantage.

The aundit also disclosed poor coordination between NIH and &e

20 T



“have
-domof inquiry:-for the investigator, : " e o L T

~: ' However,: treedony:for  the scientist should not be confussd with
‘license’ ‘or fiscal irresponsibility.” One cannot- condone: waste -and
“pxtravagance wherever it exists as being either in the public interest
or in the interest of science. Grant money that is uneconomically
‘orinefficiently: spent deprives other:sclentists of ‘sugiport ~for “their
“work. - :Moreover, the injudicions use-of résearch fun:

ifgirto the American public which is required to support this activity

“prudenitly spent within this context. ' °

"ADMINISTRATION "OF GRANTS BY NIH 91

“Public Health Sérvice, of which NIH is a part. NIH continued to
“pay Public Service Research, Ine., a 15-percent indirect cost allowance
-on ‘grants after the Public Health Service had established dn indirect

cost rate of 6:66 percent for the company in' connection with a résearch

“contract. - Following completion of the contract, the Public Health
"Service permitted the company to retain Government-owned equip-

ment for use in connection with ar NIH grant but ‘made no effort to

-ascertain that the ‘equipment ‘was necessary for the NIH project.
‘ Shortly thereafter, NIH awarded a new grant to the company which
“included funds'for the purchase of equipment similar to that which

the company already had in 1ts possession from the completed Public

‘Health Service contract. -

' The siggestion has been made that the findings of this audit dre niot
-applicable to most-NIH' grants, since the grantee in this instance

is & company operating for profit while most NIH grants are made

“to nonprofit ‘institutions, - This reasoning misses the essential point
-that-under its present inadequate administrative arrangements NIH
- doegnot kmow: whether or not'grant funds dare’expended prudently
“ainid for the intended purposes and, consequently, NIH ¢annot provide
‘reasonable:assurance: that the misuse of grants is not widéspread. -

' BCIENTIFIC ~FREEDOM

. The’ committes wishes to emphasize that it is fully committed to

the principle of allowing scientific inyestigatorsithe greatest possible

-freedom .of -action in:carrying . out their research. The history of
“science clearly demonstrates that scientific achievement and progress

penerally.occurred under conditions which allow maximum free-

8 is grossly un-

‘:.th'r“ou'fh taxation: ' "'What we must achieve is a harmonizing of free-
~dom’

“pénditure:of Government funds.” * NTH has the obligation'to develop
- adequate policies and procedures for assuring that grant furids are

or the investigator with ‘fespongibility to thé public it the ex-

GRANT POLIOIES <

.. The committee believes there is need. for NIH to-give special at-
-tention-toiimpreving its: policies relating to grant expenditures-for
“salaries; equipment; and-travel.-: Certain policies which appear to be
~appropriate-and feasible at this time are discussed below. Lt

Salgries—The committee reported last year that it supp'ofts’ the

‘principle of cofnpensating the participantsin Government-supported
-research inaccordance with the regular salary schedules of their insti-
stutions, and-that it.is concerned by reports: that some institutions are
~using Federal  funds:to pay higher than regular salaries: Since this

is a matter of concern to many Federal agencies, the commitiee felt
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.it should be dealt with .on a Government-wide basis rather: than by
NIH alone. . However, it is each agency’s responsibility to ascertain
that salaries charged to a:grant properly:represent. the proportion of
-each .investigator’s. work actually. devoted to the project. - The com-
mittee was recently informed that NIH has agreed to establish a.pro-
-cedure which will insure that salary charges are not made to research

-grants for time devoted to other activities, . . - .. . . on 3 wae
.. Equipment..—The committee has found.that grant funds are unnee-
-essarily spent for the purchase of duplicate or other nonessential items

-of .equipment. .The excessive purchase of equipment is undoubtedly

.due-to a combination. of factors, including inadequate NTH. review. of
equipment needs, the almost unlimited freedom permitted-scientific
Jnvestigators in sxpending funds, and the fact that institutions nor-
_;ma,llyrao;not assume- a. direct and positiveregponsibility for the ex-

-penditure of project funds. .- .. e : e

+..-It is-estimated that at the present time morethan $1'million a year
‘is spent from regular research grants forithe purchase of office equip-
-ment . and. furnishings, as- distinguished- from: sclentific equipmnerit.
The -committee believes much_of-%syexp_enditure is unnecessary . for
the -pérformance of research. . Accordingly,: the. committee recom-
mends that NIH change its policy so that the purchase of office equip-
ment and furnishings From.-gronis will not be g@mdtted except
special circwmstances. Testimony was received from NTH in the re-
:ceit sibcommittes hearings: that it favors this recommmendation and
swillact fo implement it oo v o el e i e T T e B e

“ The committee recommends: also:that NTH . rejruire, as a-groné con-
~dition, that scientific equipment purchased for-airesearch -project
remain. with the projéct. when the principal . investigator  changes
institutions, unless transfer of the equipment -is:found to be uneco-
nomical. - Under existing. practice, the equipment: is. treated. as the
rproperty. of .the-institution receiving the-grant-and is usually pur-
;chased again from: grant funds for:use in-the-investigator’s new

- Travel—It has become. the accepted practice that granteées request
and NTH allows funds for travel as.a. part of the grant award. - The
travel.expenditures of grantees are.estimated to-be:about 2.5 percent
of tota] project costs, with approximately 15 percent.of all.travel being
~used : for: trips outside the United.States, - At.the present time .ap-
.proximately $714 million is being spent for travel from regulariproj-
"~ The committee recognizes that travel is a: necessary and appropriate
" expense item for many research projects. Omn the other hand, a
substantial amount of research funds.is being spent for attending
professional society meetings, conferences, etc., which are not es_seni_:iaﬁ
to NIH projects. Tt is noteworthy thatiin:some!instances:scientists
-dévoting only a portion of theirtime to:NII projects may haveanum-
‘ber of individual grants and obtain travel funds from each. - Moreover,
under NIH policy, grantees may freely use funds-requested. for other
purposes for travel. - e Daden e o T T
At the present time NIIL provides: grantees mo-policy guidance on
_travel, leaving the type and amount of travel completely: to/the-dis-
-eretion of ‘the investigator and his institution, ... However, NI .does
-havera policy governing allowable travel-for its:own: scientists: The
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committes sees little merit in permitting nongovernmental scientists
to usé grant funds for attending professional meetings or for making
routine visits to other laboratories on a more liberal basis than NIH’s
own scientists: v o s e S TR
~The committee belicies NIH should eritciolly exaring budget re-
Qﬂe‘:ﬁdft)’fﬁftm@el;-bjiaf'o'v-e*-mmding grants, dnd restrict the transfer
o{ funds for this purpose when travel requests are disapproved. * Fur-
ther; grant funds should not be uséd for travel to professiondl meet--
ings which are not essentitl to the project in cases where the scientist
inwolved devotes only-a minor part of his worktime to-NIH projécts.

. +UGRANTS 10 COMMERCIAL ORGANIZATIONS' e

~'The-committee: has been-advised that the Department-of Health,.
Education, and ‘Welfare has adopted the policy that its.constituent-
agencies will restrict research grants to public.or private nonprofit
mstitutions or agencies, and will tise contracts exclusively to support -
research in organizations operating for profit. . While the committes -
agrees that a contract,if properly administered, is preferable to-a grant
for providing resedrch support in commercial organizations, the prob-
lem to which the: committee has called attention is not solved simply
by: substitutinig-one type of financial instrument for another.. The"
principalneed is the formulation and effectnation of policies and pro-.
cedures-which will agsure the most. effective and careful .use of re::.
‘search funds. ‘ EI S R TE IR R A PERER S SRR

...The committee -recommended last year that grants for.research
projects initiated by commercial organizations be placed on a cost-
sharing basis. : It ‘was the committee’s conviction that the Congress
did not intend .these health resesrch funds to be used for private.
profit. - In view of the:misuse of research funds disclosed by the audit
of ;grants to. Public, Service Research, Inc., the commitice believes it ..
pm%mb,leftﬁatfﬁfﬂz Limit its support for research projects oviginat-
ing with the investigator to nomprofit organizations, and exiend such
assistance. to .commercial organisations only in ewceptional ciroum-
SEAMOES. 2 Ly e e e T e i
. INDIRECT .COSTS T

As a general rile, the committee believes it undesirable that the

Federal Governinent assume responsibility for the total cost of health
research conducted in universities and.other non-Federal institutions.
It has long been the accepted principle in other Federal grant pro-
grams that the participating units of government or institutions pay
a predetermined share of the cost in recognition of the cooperative
nature of the program and as & means of assuring fiscal responsibility.
The non-Federal agency or institution which receives Federal grants
is likely to exercise greater care-in spending program funds if it con-
tributes a portionof themoney.. .~ oot e T

The committee recognizes, however, that in certain:instances proj-
ects and facilities may possess & special national character which justi- -
fies their being supported wholly by Federal funds. - A research proj-
ect or facility: might be of this kind, for example, if it had no sub-
stantial relationship to the educational or regular res?a.rch,,apt_qules‘,
of :an.institution;.or if the degree of scientific and administrative par-
ticipation by the supporting Federal agency is larger ‘than in the-
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normal .grant project. The committee believes that the nature of.the.

project should determine the extent of Federal financial participation
in: both the direct and the indirect costs. It is noteworthy that;the

Burean of the Budget recently expressed a similar view.t :

.Some:proponents of larger Kederal indirect co-stapayments_,ha,ve.su‘gg:-l :

gested..that the (tovernment forces institutions to share indirect costs.

to the extent that the 15-percent overhead rate paid by NIH :prevides.
less than the. full amount.the institution.could.obtain. under Budget:
Bureaun.Circular A-21, . This contention ignores the essential question”
of :‘whetheror mot all of the indirect,cost ifems recognized by, Gircular .

A-~21 are appropriate charges for grant-supported research on the
same basis as for-purchased: research...Moreover;-as the committee
noted last year, it is ordinarily misleading to compare the 15-percent
rate paid by NIH directly with:the indirect cost-rate determined ifor

an:institution under Circular A=21.:!These dissimilar: rates are:not'
comparable :for:two reasons: First, the NI rate applies-to the total:

direct icosts of a’ project,: while the Cireular A—21: rate is usually paid

only ifor:the salary and. wage portion:of: direct project costs, "And;’

second, many institutions account for employee benefit-expenses as an”

indirect:cost in'determining their:overhead rates under Circular:A-21;,

but charge these same items as a direct expetise against- NIH grants.
This practice; allowable under NIH: policy, not only increases the:
ambint’ the institution obtiing directly: from’ the grant, but the in-:

direct-cost’ payment is also increased by the receipt ¢f 15 percent on

the additional items treated as direct expenses. , o
“The committes favors the adoption of a uniform Government-wide

policy for indirect, costs which will'take inté account the nature of the’
research projéct and the benefits to the grantes institution. With re-

spest to basic afid other hondirectéd research supported by Federal’

agencies; the committee finds considerable merit'in the concept of Gov-

ernméent participation in indirect ‘costs to the éxtent they ate brought

into existence or increased by such support. The Director of NIH has
expressed agreement with this view, ™ o0 oo

“Tntil o uniform Federal policy is establishéd and ds long os NIH

operates under a mawimum indirect cost rate determined by the Cons™

gress, the commiltitee recommeéends that NTH—
i (1) Pay mo more than-the actual indirect cost rate for any in-
. stitution having o lower rate than the maximum set by the Con-
L oregss and e / ke R

T BY Prohibit.the use of divest grant funds to defray employes

" benefit costs unless the usual accounting practices of the institu-

b on A SORS POSTHIVE GRANT PHILOSOPHY

many:seientists régard their grants as personal resovrces and ugesur-

Government. ‘It is significant in this conmegtion that' supplemental -

4 seRepiort

- tha Presldent ‘on Government Contractlig for =I-IE'to:ai‘:ué‘arc]‘a nd ‘Development’?
(4.1)!‘. 30,1962),@1)39—40. F B L e R T ST ig{:‘; i :I?"_E;.f'*i'".'

. tion properly and consistenily treat these costs as diréct ewpenses.

~The chinmittes is concerned by reports of the ‘widely held: atfitade:
of scientists toward NTH grants. It is apparent to the'corrimittes that

lis funds'that remain after providing for necessary projectexpenses -
%or ‘nonessential purposes, rather than return surplus fnoney:to'the
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grants amounting to.more than 5. percent of total project awdrds are;
made to investigators who underestimate their needs, while virtually-
no money.is returned to.the Government because grantneeds are over-
cestimated. o T LT s T Tl o
+‘There is also a tendency: for institutions to permiit: project grants to.
be:spent less carefully than the.institution’s; ewn'.funds. :Since the.
grant is:awarded for use.under the direction-of a/particularinvestiga--
tor selected by NIH, the.institution .often tends. to regard itself as
only the “hoest”. for the project-and. does not exercise the same:degree
of mandgement responsibility .as for. the research.which it sponsors.

The committee finds that the policy statements issned for the NTH
grant programs do not adequately inform the scientist or his institu-
tion of the obligations which accompany the discretionary handling
of public funds.

T'he commitiee recommends, acoordingly, that NIH formulate grant
principles which will clarify the moral obligations of the scientist as
@ trustee of public funds. The commitiee recommends also that NTH
develop administrative arrangments for obiaining greoter responsi-
bility on the part of grantee institutions for the prudent expenditure
of project fumds. -

SOME FURTHER OBSERVATIONS

The committes agrees that the selection of good investigators and
good projects is vital to productive scientific research, but the effective
management of grants is also o fundamental responsibility of a Gov-
ernment agency charged with administering grant programs.

The committee takes strong exception to the view expressed by NITH
that all administrative actions su%sequent to the selection of grant
projects are “essentially trivial” in relation to the bagic selection proe-
ess. The selection process and grant management are essential and
complementary parts of NIH research support. Excellence is re-
quired of both.

‘While the committee has not attempted to evaluate the effectiveness
of NTIT’s grant selection system, & few observations are pertinent here.

According to the NIH criteria for rating grant projects, the average -
quality of such projects has been steadily declining in recent years.
"The proportion of the best projects (the 100-199 group) has declined
while there has heen a corresponding increase in the proportion of
supported projects in the lowest priority class (the 400-500 group).
The latter has increased from 1 percent in 1956 to 8.8 percent of the
total in November 1961. '

It is probable that the large annual increases in the NIH appropria-
tion made in the past several years has contributed to the increasing
support of lower quality research. The committee is aware that all
projects supported by NIH have been found by consultants to possess
scientific merit. The main question raised by this development, how-
ever, is whether or not it is sound public policy and in the best interest
of science that every project found technically scund and approvable
by NIH'’s ontside consultants receive support, regardless of its rela-
tive quality. A related matter is the need for NIH to increase the
capability of its own }érofessiona,l staff for determining whether the
projects recommended by the scientific consultants should be supported
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in the light, of broader policy considerations. - The committee urges
that NTH give eritical attention to these matters. , -

- It appears that the Congress hasbeen overzealous'in appropriating
money for health research. The conclusion is_inescapall)jle, fromi ‘&
study of NIH’S loose administrative practices, that the pressure for
sgending increasingly large appropriations has kept NTH from giving
adeguate attention to basic management problems. The committee edi-
pects NIH to give high priority at this time to the task of correcting
its management deficiencies amd strengthewing its capdeity for the
effective and efficient operation of these vital health programs. =




APPENDIX 1 —CORRESPONDENCE AND PROGRESS
‘ - REPORTS -

. DEPARTMENT or HDALTII, EDUCATION, AND VVELFARE T T

. L .. PusLio HEALTH SERVIOE, Do
NA'I‘IONAL Insrrrures or Hearrsa, -
Bethesda,Md Apml.% 196‘1

Hon, L. I—I FOUNTAIN, e

Uhm'rman, Inte?gowemmental Relatzans Subcommztzfee, Oawmmttee
ron Government, Opemt@ons, House of Represenmtwes, Wash—
i imgton, D.O...

Dear M=, CI—IAIRMAN It was conmd@mte of you tor glve me-an
opportunlty to review tlie very thorougli report by the Intergovern-
mental Relations Subcomamittee of the Committee on Government
- Operations, entitled “The Support of Extramural Rese'u'ch ‘and

Training by the National Institutes of Health.” -

-I should like to express my sincere- appreclatlon for the opportumty
to offer comment- on this excellént ‘report. - While most of the recom:
mendations would be entirely scceptablé:to the National Institutes
of Health, there are several on which I should like to make statements:

1. The subcommlttee recomumends that study section review be:com-
plemented by a thorough review of each project’s financial require-
ments to -be performed by ‘qualified analysts of the Division of Re-
search Grants. While this recommendation is'sound, X believe that
a modification ‘would effect. both the systematic bud«ret examination
desited and significant. economy.in the cost of review. - The modifica-
tion would be that study sections and councils teview applications
and establish approximate: levels of support subject to annual staff
negotiation of the precise amounts to be awarded.  Such a ‘change
in procedure woul£ meet the objections: of the subcommittee and
“would decrease the number 6f applcations subjected to review, par-
ticularly since under sucha’plan of+operations study sections and
councils - would: feel : more comfortable inawarding 'longer: term
support—now averaging only ‘3 years.  Staff members could, where
necessary, draft expert:consultants to assist in- the review of program
accomphsh_ments andfinancial needs.

2. The subcommlttee recommends that’ speclal advxsory comm1ttees
be organized for review of “general support” %-ogmms “The 'NIH
has just established such committees in-the Division of Research
- Grants.  “Fhese committees will review projects which cannot appro- -
! priately be rev1ewed by the study sections and will include ﬁscal and ' -
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management analysts, as well as expert scientists. These new com-
mittees will review applications for the next round of council meetings. :
- 3. The subcommittee recommends that grants for projects initiated
by commercial firms be placed on a cost-sharing basis. The NIH would
hot take exception to this recommendation but does believe that fur-
ther study should be made-#asto the comparalile advantages and dis-
advantages of the grant and contract in awarding support to com-
mercial firms. Negotiated contracts: would prevent the abuses
described. e e e
47 Thé! subcommittee Tecommends that special developmental-type
grants be made as a means of-§timulating research in universities and
Erofessional schools which have training responsibilities in scientific
elds relating torhealth but-which have 1ittle heidlth tesearch activity.
The NIH believes that"the institutional grant, when fully imple-
"mented; 'will'serve the piirpose-indicited. When criteria were origi-
nallydeveloped for"the éstablishment of this program, it was con-
sidered desirable to include funds for developmental-type programs:in
the ‘determination:of the total amount’ of the ‘grant to be awarded.
This particular:-critérion wagtabled; howéver, until the institutional
ant program could be evaluated after a year or more of operation.
The: NIH 'would therefore prefer to wait:for that period of time in
order to decide whether:modification of the institutional grant would
be . the preferable: way:to; provide for :special ‘developmental-type
Sllpp()l‘t.‘_ RN SIPE SPOIC SEIETRH SN :f.: IR L
5. The subcommittee recommends that the Congress authorize the
PHS to award research grants to scientists in' Veterans® A dministra-
tion-hospitals. - The NIH strongly believes-thatithe current procedure
should:nét be extended.: Only those - VA employees whohave bona fidé
affiliations with - medi¢él: schools are presently “eligible to apply for
support. It is believed that the employeesof VA hospitals should look
to: the VA -for their research:support and:that the VA ¢an hetter
accomplish -its:own: résearch’ objectives-if it makes the determinstion
as to which scientists-and what research should be supported: . In'view
of ‘the: findings .of . the subcommitiee, ‘the NIH 'would not:-object to
the: termination of the present agreement providedithe VA could re-
ceive the necessary increéase in appropriationsto permit continnation of
the projects currently supported by-the NIH: . .. oo i feie o
.6, The subcommittee.recommends that the:NIII reexainine itspolicy
of making . indirect costs payments on rénovations:and major equip-
ment, expenditures: from. elinical regearch fatility grants.. “The NTH
ig. certainly.willing to reexamineits’policy:but tentatively-concludes
that a simple modification’ of ithis recommendationiwonld .be prefer:
able. . The modification-would disallow indirect:costs:on any renova-~
tion for which contract is issued.- It is believed that dny’ renovation
completed by regular institution staff and-all equipment in amcunts up
to $2,500 should be a:part of the direct costs for which indirect ‘costs
) Sincerely yours, .

q

-, JAMEs A SHANNON; Director.:
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~DEPARTMENT OF: HEALTH, EDUCATION,;: AND - WELFARE, - ¥ 2
g f::PUBLIc Hearre: SERVICE, ot
w Washmgton, D 0. M wy 12 196’1

Hon L. H. FouNTaIN, . :

Chairman, I ntefrgowermental Relamom Subcommzttee,
- Committee on Government Operations, :
H ouse:Office Building; Washington; D - :

- DEsr Mz Fotrwrarv:Thank you for: your letter of May 1 and the
copy which youenclosed of the report ohtlhe health-and. research
traiing: programs administered-by the National Institutes:of:Health,
+ Youw will note from the' enclosed statement: that T feel yoiir: study
and report haye rendered s service'to the national research effort;

1 have asked the staff of the National Institutes of Health to wwork
with my immediate stafl in. preparn a cornmernit on thespecific tecom-
mendatlons inthe report. I shall E happy to forward At to ‘yotu as
soon asit'is completed. X i
VVlth all wood wishe

s:Smcerely your

(The press gtatement dated May 2 1961 refel red o 111 the Sur‘o?éon
Genera.l’s letters’ follows:) .

Dr. Luther’ L. Terry, Surgeon General of “the Pubhe Health
Servics, today issued the following statement concerning the Teport
of the House Committee on Government Operations Whlch dealt with
the administration of grants and awards by the Natlona,l Institutes
of Health: 7" .

“The House’ Comm1ttee 011 Government Operahons, throucrh itg
study and report on the reséarch and training programs of the National
Institutes 0%3 Health, has rendered a service to the national research
effort by suggesting measures for strengthening administration. This
report comes at an opportune time as the National Institutes of Health
moves rapidly into-the administration of larger and mere d¢omplex
programs:of medical research and training directed by the Congress
over the past 8 years.

“The report of the committee has pointed- ont” soine procedural
measures ‘that . will bevery: serlously considered inthe Interést “of
economical ‘and businesslike ‘administration. ~However, in Wworking
out these meagures, care must be taken:that they do not adversely
affect the attainment of the: essential purpose of. the:programs—the
produotlon of: research ﬁndmgs contu,butlnor to the conquest of dIS-
Ba,SG t1
‘Dr. Terry S&ld tha.t the Natlonal Instltutes of Health has ana,lyéed

the committee’s several reconunendatlons and prowded hlm Wlth the
following summary ;-
_../The. recommendatmns apphcable to NIH fall generally 1nt0 four
- ca,tegones .
B W Recomnendatwm alfr'eady aoted wpon by the Naf/wnal Immtutes ;
of Health:—These cover recommendations that NIH establish special
. adyisory groups for financial and administrative review of the grants
. and training projects and the: development ‘ot better procedures for
'avmdmgn %.esmable duphcatlon of pro;ect support - ,
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9. Recommendations which: NI is now placing ‘in-effect—These
include ‘measures for more thorough review of long-term budgetary
needs of proposed research grants; initiation of special grants to de--
velop the research potentials of institutions mnow having limited
research programs; more consistent: NIH policies-and procedures for
the training grant programs. . - oo o 0T T e

3. Recommendations which NIH. has not acted wpon bul will give
serious consideration.~~These cover. development of & cost-sharing
approach to research grants made to comimercial firms; separate poli-
cies for grants to support scientific meétings ; reexamination of policies
for allowing indirect costs for large grants for research which does not
involve. any-considerable indirect cost. expenditure by the granteo
Snstitution. - s e e e i e b Thto
4, Recommendaton which NIH would prefer not to adopt~This
recommendation was to the effect that NIH-should:make direct re-
search grants to Veterans’ Administration hospitals:~ NIH believes
the VA can better accomplish its research objectives if it:imakes:its
own determination as to which scientists and research should: be sup-
ported, and that this support should-come from VA funds.
~ Dr. Terry said that the Public Health Service concurred in this
récommendation. He said that the réport included a few recommen-
dations that concerned other agencies of ‘the Federal Government.
This group of recommendations deals in particular with uniform sal-
ary scales to be paid from Federal grants, new methods of computing
indirect costs of research grant projects, and the impact of research
and research training grants upon the teaching function of universities
and medical schools.” The Public Health Service is ready to.cooperate
fully with all groups concerned with these questions in an effort to find
effective solutions, the Surgeon General said. R

- DrparrManT OF HuaLTH, EDUCATION, AND WELPARE, : o« @ -
sl e o Poeuie Hravte SERVICE, o
' Washingion, D.C.-

How L, H. FouNramw,~ . - 7 .. " . 7 s
Chairman, Intergovernmental Relations Subcominitiee, Committee on
o .gogemm-e_n_t O perations, House of RBepreseniativés, Washington,
. Dear: MR Crairman : In my letter of May 12 commending your
report, “Health- Research: and, Training: Administration of Grants
and Awards by the National Institutes .of Health,” I adwised thdt a
more detailed  report:ef progress: would be forthcoming from the
National Institutes of Health. - It gives me real pleasure to transmit
to you this interim report which deseribes the current status of actions
taken by the NIH: with respect to each of the récommendations con-
tained in your report. Again, may I corapliment you upon a-searchs
ing and ;constructive’ inquiry: into' the growing and .complex set ‘of
. aetivities. administered:by the National Institutes of Health. - I am.
confident that many of the committee recominendations will be adopted:
more . easily - by reason .of your independent. recdgnition’ of- tlieir
significance.  © oeonies i e
Study of the matfers set forth in your report continues at the
National Institutes of Health. T shall keep you informed of further

(h
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major’ deveiopments in connectlon with the recommendatlons con—

tained in the réport of your committee.” -
~I'should also’add that the présent’ ‘hiterim report; ‘has been only'

hestlly reviewed by this office and has not yet beén reviewed ‘at all”

by ‘the Department ‘We are forwarding the report in order to meet

your committee’s déadline. If there should be further comments from

* this office or from ‘the’ Depa,rtment they Wﬂl be forwarded in due

course. :

. Smcerely yours,

o LUTHERL TERﬁY, Sm*ge_on_ G’éne_ml._' ) '

Juwm 15, 1961,

SUMMARY OF NII—I AGTIONS ANTY ATTITUDDS WITH RESPEOT TO THE
REGOMMDNDATIONS CoNrarnep v THE REPORT, “HBALTT Resgarcr
“AND TrRatNING—THE ADMINISTRATION or G’RANTS AND AWARDS BY
_THE NATIONAL INSTITU’I‘DS OF HEALTH C

(A second report by ‘thé G-ommlttee on Government Operatmns House of
. s Representatwes, Aprll 28 1961) "

ThlS summary is an 1nter1m report. of the current ste.tus of actmns
and the nature of present viewpoints taken by the National. Institutes
of Health concerning each: of the recommendetlons contamed in the -
TFountain committee report:

- Recommendation No. 1 —Addltmnel measures be teken 0 mprove
the effectiveness of the Ppreserit, project. review, system.: -

First: The scientific review: conducted- by the study- sectlons should
be complemented by a thorough review of each project’s financial re-
quirements performed by quahﬁed ana,lysts n the D1v1510n of Re--
gearch Grants. ...,

Second : NTH should con51der the fea81b111ty o:E formmcv ﬁeld review
teams, composed of staff representatives to: VlSlt orantee institutions
on.a regular ba,sus, perhaps once a year: . _

Thlr%L1 NIH should determine. the dollar amount of support for
proyects receiving grant commitments for extended periods of time,
-at frequent intervals and on. the. basis.of. an adequate review of pro-
gram’accomplishment, potentlal and . financial needs. : .

Fourth : Special advisory committees should be organized, to review
grants which are. intended .to. provide general support for Whole
programs or lelSlOIlS of institutions. -

Action—NIH is in the _process of. 1mplement1ng these recommenda-
tions by strengthening its procedures and staff for more thorough
examination of the ﬁudgets of _research proposals. - Under: these-
revigsed procedures, study . sections. and councils will review apphea,-
tions and esta.bhsh :approximate levels of future support subject to.
annual staff negotiations of the precise. amounts to be awarded. = These
procedures will also insure closer scrutiny of equipment requirements
m order to determine the essentiality of proposed equipment pur-
chasés, partionlarly whén similar equipment has been provided under
earlier grants. This budgetary review procedure will also facilitate
continuing contact: with grantees through determination at {Tequent
intervals of the dollar amount of support required for projects receiv-.
ing long term support.
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Most important, this improvement: in, the review of budgetary re-
quireéments of research rojects will enable. study sections and couneils .
to.act with greater. congdenee in-awarding longer term support when
they know that the details of the budget will zTae subjected to annual
staff review and negotiation. . At the same time, it goes without saying:
that enlargement of the review process. will substantially increase ad-,
ministrative costs; it will also insure O‘reater accountability and, pru—-
dence in the use of crrant funds. -

With respect to the specific recommendation concerning field. réview
teams, NTH has a tagk force at work exploring theé feasibility of this
proposal This task force is charged with recommending the most
appropriate ways and means to accomplish this objective in a manner
that will sustain the quality of review, be sensitive to Institute statu-
tory, responsibilities and missions, and, establish optimum rapport with
institutions and. investigators. .. At thls stage, the use of field review
teams seems a desirable.course of action, . A more definitive eva,luatmn
must await the considered appraisal of. the task force. .

With regard to the fourth element of this recommendation NIH ‘has
already established. special advisory. groups for grants providing sup-
port for whole programsor divisions-of institutions. This action was
taken because, as noted by the committee, “large grants of this kind
arenot for projects in thé conventional sense and consequently, requlre
aspecial type 'of review by 4 tompetent body. 7+ Review -of applica="
tions for such program: projéct support invilves ‘ considerations of -
institutional organization, complex problems of’ admmlstra.tlon, and
other features not present in the regilar project grant.  NTH hds long
. utilized special réview procedures or such grants.  These procedures

are now being ‘formalized. - “This formalization will include thei ‘issu-
ance of new prooedures for: the gulda.nce of a,pphcants and for Teview
of suchapplicitions.

Recommendation No. 2 —Grants for pr0]ects 1n1t1ated by commel-
cial firmsbe placed on & cost—sharmg basis.

“The committes believes this action , together Wlth 1mplementat10n of
its recommendations for strengthemng the review of projects and the
management of' grants; W111 place grants to commerclal ﬁrms on g
sounder foundation.

Action =K task force is’ exammmg, carefully and cmtlcally, the
comparative advantages and dissdvantages of alternative grant and-
contract mechanisms in providing'support for investigators located in
commercial fitms. * NTH has tiken the tentative position that nego--
tiated contracts may represent the more pmdent course of action.
Tinal action necessarily has'been deferred pending completion of the
tagk force’s review of the pros'and consof tEe alternatlve methods for
supportmg research in commercial firms, -~ 7

‘Recommendation No. 3~NTH develop ‘separate’ pohcy governmg
the purpose and use of, and the eligibility ‘¢onditions for, grants'to
help support national and 1nternat10nal meetln s of recogmzed sclen-
tific organizations. - . - S ‘ :

Actzcm SINTH agrees with' the‘fr ommendatlon that© pohcles and
procedures designed for support of scientific investigation, should niot
be applied to conferencé grants.” I'review has confirmed the
soundrness of NTH e11rrent poheles in this regard, with two mgmﬁca’ £
exceptions. A’ revised ‘statement ‘of policy - and ocedures . unde
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which VII-I grent funds may be used for the support of scientific.
meetings will be published . shortly. ~“This revised policy Speclﬁcallyﬁ
prohlblts the use of grant funds for (1 ) mdlrect costs or (2) honora,rla_
in.connection with such meetin : .
. Recommendation No. 4. —NIH seel to furth 1mprove its methodsi
for coordinating research activities with’ other’ Government and pri-‘
vate’ ‘agencies 80 as.to minimize unnecessary or' unmtended dupheai:mn‘
of research in the health field. '
Action—The report fotes, CNTH hig develope& workable arrange-3"
ments for avoiding undesn‘able dupheatlon of project support.” “NII
hag ‘taken additional’steps to further improve the information ex-
change ‘system ‘with other Federal agencies, Data on NIH intra-.
mural research projects are now being made ‘4vailable to theé Secienice
Information Exchange.” 'In this connéction, it should alsé be noted
that NTH helped found, and hag long been a strong supporter of, the
Science Information Exeha,nge { formerly the Biosciences Informa—
tion Exeha,nae) , and we attempt to utilize these facilities to the maxi-
mun. Oontmued attention is belng glven to means for 1mprov1ntr'
coordination and faclhta,tmg communleatlon among Federal ageneles
engaged in biomedical research. ,
Eecommendatw% ‘No. 5—The Président’ estabhsh a uniform’ pohcy"
with réspect to acceptable’salary practices in the use of Federal re-.
search funds applicable to all Federal agencies makmg grants to edu—_‘
cational and other research. institutions, ... '
Action—NIH. heertlly endorses this recommendatlon and advocates ,
the establishment of an Interagency committee under the aegis of the
Federal Council on Science aind Technology or a special group under"_
the President’s Science Advisory Committee to study the problem in’.
its total setting ‘and to recommend uniform policies to be utilized by
national agencies for the President’s consideration. -
“Recommiendation No. 6. —NTH initiate for a limited time a special
developmental-type grant as a direct means of stimulating research
capability in those universities and professional schools which have
training responsibilities in scientific fields related to health but are not
actively engaged in health research. . -
Aetion—Thers are feW, if any, mejor umvers1t1es in the United |
States not now participating in NIH programs. ‘Between 1957 and
1960 the number of colleges and umver51t1es recelving research grants
through NIH grew from 209 to 293--an increase of 40 percent. The
distribution of research grant awards'to colleges and universities has
steadily broadened over the past decade. ~ With respect to the few in-’
stitutions not now’ participating in the NI research program, the'_
Fountain committee report indicateés that the so-called limited partici-
pation is “due miore to the paucity of proj ject’ apphcatlons than to the
high disapproval rate of proposals. ? “While this observation apphes ‘
generally to academic institutions as a whole, NTH is keenly sensitive
to.thé need for developing research potential in health professional
schools such ‘as veterinary medicine, pharmacy, nursing, and social
work: The NIH believes that the institutional grant, "when fully
implemented, will in large measure sorve “the purpose souaht by the
committes.
With respect to_the larger issue raised by the committes’s recom-
mendation, it should be emphasized that scientific merit—the criterion
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of exoellence—govems today s declslons to support un1ver31ty resea.rch
This criterion assures support for the brilliant, young innovators as
well as the mature investigators. Diversion of Tesearch funds from
the talented to the mediocre would be a poor investment of public
moneys both in the short. run and over the long haul. No Federal
agency now has a clear statutory role either to facilitate the upwradmg
of weaker institutions or to foster the creation of brandnew univer-
sities. Thismay be a serious gap in national policy,

- Recommendation No. 7—The Congress cohsider actlon to pernut
the awerdmg of reséarch project grants under: the Public Health-
Service Act to VA hospltals on the same terms and conditions as apply
tonon-Federal institutions: ..

- Aetion—At this time only those VA employees Who have bona, fide
affiliations with medical schools are eligible to apply for such support
through university §ponsorship asa ste%'-l membeér, _ .

In the submission of the President’s budget to the Congress the
administration indicated the desirability of prcwldmg a legal base to
permit, NIH research grants to be made to all VA investigators under
the general review and award procedure. If the Congress concurs in
the administration’s proposal to extend its cuirent procedures to enable
all VA scientists, irrespective of medical school affiliation, to compete
for research support NIH is prepared to implement neoessa,ry proce—
duresimmediately. .

Recommendation No. 8—The Dlrector of NIH review the tremmg

olicies and procedures of the Institutes and the Division of General
Kledlcal Sciences for the purpose of obtaining a greater degree of
umformlty ahd s1mp11ﬁca,t10n

‘Action~—Studies of varioug-aspects of NII-I tralnmg pohmes and
procedures of the nature recommended by the committee have been in
process for 2 years, and extensive changes have been made in these’
programs. Substantial gﬁms in the d1rect10n of uniformity and
simplicity have been possible in the past year. The remaining differ-
ences in policies and practice may, In the words of the committee re-
port, “be necessary in view of the individualized nature of NIH
training programs.” However, this is complex area of activity that
is under constant surveillance. * :

NTH has taken prompt and eﬁectwe actmn to develop training pro-
grams to meet research training needs. The level of training expendi-
tures has grown from $33 million in 1957 to $132 million 1 1961—a

“fourfold increase. The emphasis in this process has been upon action
and results, perhaps somewhat to the detriment of ideal coordination.
Admlmstra,tlvely, the position has been taken to restrain the rate of
growth momentarily so that NIH may consolidate more eﬁectwely
the. management of these programs.

Lecommendation No. 9.—The Secretary of Health, Educetlon, and
Welfare carefully examine the existing programs and administrative
arrangements for special- -purpose_training in the health field both
in terms of overall Federal objectives in support of education and the
impact -of - these programs, on our educational institutions.
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Action—This recommendation is addressed to the Secretary; it
would be. mappropma.te for NIH to respond in advance of a depart-
mental position, -

Reeommendatwn No. 10 —The appropriate executive agencies and
committees of the Congress give particular attention to the problem-of
attracting outstanding students to the. field of medicine.

Action—The geope of this recommendation exceeds exzstmo' NIH
authority. However, itis believed that fellowships for medical stu-
dents such as is provided for in legislation recommended by the ad-
‘ministration and now before the Oongress would substantially expa,nd
“the opportunity for qualified youth to seek careers in medicine.

.. Recommendation No. 11.—Each participating institution be given
the option of uging either of two metho for computmg the Sver-
'head allowahce on supported research.

One method would be the continued use of a flat Tate ad]usted
_periodically to equal approximately 50 percent of the average rate
“of indirect expenses based on. total direet costs for all grantee instit-
tions as a group, as measured by appropriate cost accountmg princi-
ples and procedures. In lieu of the standard rate, and in order to
provide equitable treatment for those institutions possessing relatively
high overhead-costs, an institution would be allowed 50 percent of its
actual indirect cost rate determined in the same manner as above.

Action.—The problem of indirect cost has received a great deal of
‘atterntion by the executive branch, the Congress, and the universities.
‘The National Science: Foundatlon is currently conducting a- compre-
‘hensive study to determine more gccirately the varions components of
indirect and direct cost. It'isthe view of the National Institutes of
Health that substantial cost-sharing as recommended by the Fountain
commiittee may seriously restriet the-ability of topflight investigators
‘and institutions. to participate in NIH programs. Irrespective of

‘philogsphy, the décision rests with thie Congress which has for 4 years
restricted NIH to a 15-percent allowance for indirect costs. = -

Recommendation No. 18—No overhead be allowed on ' grants or

“orant items which do not entail actual indirect expenses, and an amount
less than the regular rate be. allowed When extramura] research requlres
: feW institutional services.

Recommendation No. 18. —NII—I reexmnme its pohcy of making in-
‘direct cost payments on renovation and major equipment expendm;res
from grants for the establishment of clinical research facilities.

Aetion—NTH concurs, in general, with the soundness of committee
‘tecommendations Nos. 12 and'13. In the’ past, NIH has not excluded
specific direct cost items within a grant from the computation of over-
‘heéad in view of the general congressiopal limitation on the 15-percent
‘maximuin diréet cost rate—a rate which results in less than' full in-
‘direct costs for essentially all grantée institutions.  Howéver, the Te-
cent growth of program and oenter projects has pointed up: the need
for more explicit guidance on items such as those reéferred to in the
recormendations. Accordingly, procedures are now being revised to
exclude items such as rental a,nd renovatlon {from t.he 1nd1rect ‘cost
'_'computa,tlon ba,se S , :
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DEPARTMDNT OF HEALTH EDUGATION, ARD WELFARI} _
* ¢ Poetio Huarra SERVIGE S
Washmgton WIRVE JuZy 26' 196‘1

“Hon, T FOUNTAIN,

~Chairman, Subcommities on,
Committee on Governhient O pérations,
-Hause of Rep?esenmtwes, Waskmgton, D,

" Dpar Mg, CHATRMAN : Tn preparation for the hea,rmgs scheduled for
“Atgust'1 and 2 on “Health Research and "Training : Administration
of Grants.and Awards by the National Institutes of Health,” the at-
_tached statement has been prepared to show sction to date on, the

“several recommendations for which the National Institutes of Health
has direct respon81b111ty This statement gives somewhat greater de-
tail than that shown in the summary prov1ded under date of June 15,
1901

" "We'shall be- pleased to nswer any questlons you or the eomrmttee

members may have gither at the scheduled heermgs or otherw1se

S Smeerely yours, - L

) RECOMMENDATIONS CONTAINED IN THE REPORT “HEALTH RESEARCH
.. AND TRATNING—THE ADMINISTRATION OF. GRANTS AND AWARDS BY
. THE. NATIONAL INSTITUTES OF- HEALTH” )

Re];)reeenw~ i Aprﬂ 28, 1961)

Tlus summa,ry isa report of posmon a:nd a.ctlon taken to date by the
Na,tlona.l Institutes of Health on the various reeommendatlons con-

_tained in the Fountain committee report, .
... Becommendation No. 1 -—Addltlona,l measures be ta,ken to lmprove
Ethe effectiveness of the present project review, system:

First: The sclentific review eondueted by.the study’ Seetlons should
_be complemented by a thorough review of each ‘project’s financial Te-
,V%lrurements performed by qua,hﬁed analysts n the D1v1slon of Researeh

rants =

.Second: NIH should cons1der the fea,s1b111ty ‘of formmg field re-
;'VIBW teams composed of staff representatwes to visit grantee 1nst1tu—
tions on a regular basis, perhaps once a year, . .

. Third: I should determine the dollar amount of sup¥ort for
rojects receiving grant commitments for extended ‘periods of time, at
grequent intervals and on the basis of an adequate review of program
aoeomphshment, jpotential, and financial needs. .
- - Fourth: Special a,dv1sory committees should be orga,mzed to review
) grants which are intended to provide general support for whole pro-
grams or divisions of institutions.. . -

Aetion—NIH is in the process of 1mp1ement1n0' these recommenda.-
tions by strengthening its procedures and staff for more thorough
examination of the budgets of research proposals. Under these re-
vised procedures, study sections and councils will review applications
and establish ceilings for future support subject to annual staff nego-
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‘tiations of the precise amounts‘to'be awarded. ' These procedures will
insure closer serutiny- of équipment requirements in order to’ deter-
‘mine the essentiality of proposed equipment purchases, particularly
when similar équipment has been provided under earlier grants.  This
‘budgetary ‘review procedure will also facilitate continuing contact
with grantees through determination -at*fréquent intervals of the
dollar amount of support required for projects receiving long-term
support. R T AR R A
~ Specifically, a revised application form to be used by investigators
in requesting previously recommended years of research grant support
(PHS Form 2590) has ‘beeﬂ"prepareg "This form, and the accom-
Panying instructions, require each’' PHS grantee to provide a sub-
‘stantially more detailed exposition and justification’ of each year’s
research budget than has hitherto been required. The granteé¢ ignow
‘being requested to éxplain any significant change in the proposed use
of funds as compared with expenditures during the current-year
‘grant.” Changes in the investigator’s plans for the purchasé of equip-
ment will ‘be detailed in order that an appropriate evaluation of thege
‘requirements can bemade. o B
~ This improvement in the review of budgetary requiréments of re-
gearch projects will epable study Sections. and. councils to act with
greater confidence in awarding lohger term support when they know
that the details of the budget will be subjected to annual staff review
and negotiation. Thisenlargement of the réview process will of course
‘substantially increagse administrative gosts. =~~~
" Consideration has been given to maintaining detailed records of all
‘equipment purchased on PHS grants in order to assess the need for
new equipment in each department of every grantee institution. Firm
conclusion hag beén réached however, that the adoption of such pro-
cedure would be impractical and potentially very damaging to.the
grant program. To accomplish suchan end would require continuous
‘Federal surveillance of the condition ‘of éach piece of major equipment
“in hundreds of private and State universities and hospitals; the fre-
quency of its use by thousands of research workers in the department
and related departments; and the “availability, condition, and use
‘of the miany accessory units which frequently determine the suitability
of a complex instrument, for a particular research requirement.
"~ The National Tnstitutes of Health has a tagk force at work explorin
the feasibility of using field review teams. This task force is chargec
with recommending the most appropriate ways and means of using
field review teams in a manner that will sustain the quality of review,
‘o’ sensitive to institute statutory responsibilities and missions, and
establish optimum rapport with institutions and investigators. A
definitive evaluation must await the considered appraisal of the task
force. S T T S
~With regard to’the fourth element of this recommendation, NIH
‘has already established special “advisory groups for larger grants
which provide support for whole programs of institutions. This ac-
tion wag taken because, ag noted by the committee, “large grants of
this kind are not for projects in the conventional sense, and conse-
“quently, require a special type of review by a competent body.” Re-
view of applications for such program project support involves con-
‘siderations of institutional organization, complex problems of adinin-
istration, and other features not present in the regular project grant.
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.- The National Institutes of Health has already completed the estab-
llshment of seven such special review panels, with two more to be
added shortly, organized with these objectives in mind. In addition
to scientific competence, the membership of the committees includes
individuals expert in inedical administration, research organization,
hospital ‘buisiness management, and_ research cost accounting, These
‘panels, and additional ones to be added as required, will be_adminis-
tered by thé new Special Programs Review Branch in the Division of
.Research Grants, and will commence meetings during the fall of 1961,
Al apphcatlons for program support will ‘continue to receive a sec-
ond review by the appropriate national advisory. council. .

A ‘supplemental policy statement has been prepared. and dlssenn-
nated clarifying the objectives and conditions surrounding the award
of grants for the support of major f}”.)1'ograms of research.

Becominendation No. 2~—(Grants for projects initiated by commer-
cla,l fifms be placed on'a cost-sharing basis.

. The committee believes this action, together with lmplementatlon
‘of its recommendstions for strengthenmg the review of projects and
the managemeént of grants, will place grants to commerclal firms on a
_sounder; founda,tlon

- Action—A task . force has examined the compa,ratlve a,dvanmges
‘and disadvantages of various grant and oontract mechanisms for pro-
viding support of .investigators located in commercial firms. The
tentative conclusion has been reached that negotiated contracts repre-
sent the preferable mechanism for such resea,rch support. This group
is now exploring the feasibility of negotiating contracts with the
,'commerclal firms which now have grants from %’IH This involves
review of the type of work now being supported and assessment of
‘the genera] terms and conditions most sultable for such contractual
relationships,

o Reoamxmendatwn No. 3—NIH develop a Separate pohcy governlng
the purpose and use of, and the ehglbﬂlty conditions for, grants to
help support national and international meetings of recognized sei-
entific orgahizations. .

S Aetion. ——NIH agrees . Wlth the recommendatlon tha.t “pohcles and
procedures designed for support of scientific investigation should
not be applied to conference grants.” A revised statement of policy
and procedures under which NITI grant funds may be used for the
support of scientific meetings has been released. This revised policy
specifically prohibits the use of grant funds for (1) indirect costs,
(2) honoraria in connection with such meetings, and (3) purchase
of equipment. "It also provides for much miore detailed breakdown
of proposed expenditures and forbids the transfer of funds from
one category, of expense to'another without PHS approval.

Recommendation No. ,—NIH seek to further improve its methods
for coordinating research activities with other Government and pri-
vate agencies so as to minimize unnecesswry or unintended duphca,tmn
‘of research in the health field. . . =

Action.~—The report notes, “NTH. has developed workable arrange-
ments for avoiding undemrable duphcatmn of project support.” NI
has taken mddltmna,l steps to improye the information exchange sys-
tem with other Federal agencies. 'Data-on NIH intramural research
pl‘O] ects are now bemg made avaﬂa,ble to the Sclence Informatmn
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Exchange. ~TIn this connection, it should also be noted that NIH
helped found, and has long beena strong supporter: of, the ‘Science
Information. Exchange (formerly the ‘Bio-Sciences Informatlon Tx-
change), and we-attempt to utilize these facilities to ‘the maxirmim.
Contmued attention is being giyen'to means fori improving Goordinaz
tion and facilities commumcatlon a,mong Federal agencms envaged
in biomedical résearch.” :

* Recommendation No. 5 —The’ PreSIdent estabhsh a uhiform pohcy
with respect to-acceptable silary practices'in the use of Federal re-
search funds applicable to-all Federal agencies maklng grants to
educational and other research institutions." :

-Action~—The NIH heartily éndorses this recotimendation’ and’
advocates the establishment of an interagency committee uider the
aegis of the Federal Council ‘'on Seience and Technology or a’special
group under the President’s Sciénce -Advisory Committee’to study
the problem in its total setting and to recorimend uniform policies to
be utilized by national agencies for the President’s consideration.

Recommendation’ No. 6 —NIH initiate for a limited time a special
developmental-type grant as a direct means of stimulating research
capability in those unlversmes and professiohal schodls which have
training responsibilities in scientific fields related to health but are
not actively engaged in health research,

~Action.—The: number of universities recelvmg NIH grant support
is growing steadily. Between 1957 -and 1960 the humber: of colleges
and universities receiving ‘reséarch grants through NIH grew from
209 to 298—an increase of 40 percent. The number of institutions
redeiving support grew m the same penod from 572 to 97 3 an increase
of 70 percent. -

With respect to the few mstltutmns 1ot tiow partlmpatmcr in"the
NIH research program, the Fountain comimittee report indicates that
the so-called: IP ited participation is “die more to the paucity of
project applications than to ‘the high disapproval rate of proposals.”
While this observation applies generally to academic institutions as a
whole, NIH is keenly sensitive to the need for developing research
potentlal in health professional schocls such ag veterinary medicine,
pharmacy,” nursing, and social work. The NIH believes that the
geiieral research support grant, when fully 1mp1emented will 3 in large
measure serve the purpose sought by the committee.

- With respect to the larger-issue raised by the committee’s recom:
mendatlon, it shiould be emphasized that scientific merit—the criterion
of excellence—governs today’s ‘decisions to support research.' This
criterion -assures support for the brilliant, young innovitors a5 well
as the mature investigators. ‘Diversion of research funds from the
talented to the mediocre wolild be a poor investment of public moneys
both in the short run dnd over thé long haul.” No Federal agency
now hag 4 ‘clear statutory role either ‘to facilitate the upgradmg of
weaker institutions or to foster the creation of new un1vers1tles Thls
mayy be 4 serious gap in national policy. .

“Reécommendation No. 7. ~The Congress’ consider action to permIt
the awarding of research- project’ grants under the Public Health
Service:Actito VA hospltals on, the same terms and condltlons as.
a,pply to mnon- Federa,l mstltutlons T
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i A etion~—~When originally negotiated the memorandum .of agree-
ment betweer: the National Institutes of Fealth, Public Health:Serv-
ice, and the Veterans’ Administration intended that only. those Vet-
erans’ Administration employees with bona. fide affilliations with medi-
cal schools. (usually a joint appointment). would be :eligible to apply.
for. NTH research grant support. The. procedure necessarily called
for submission of the application by the medical school since the
PHS had no.authority to make grants to a hospital of the Veterans’
Administration.  The report by the Committee on Government Oper-
ations points out that the.procedure has been liberalized through
interpretation to include any employees.in a Veterans’ Administra-
tion hospital which has a formal affiliation with a medical school.
This liberalization has been accepted by the NIH in view. of the close.
working relationships of such VA hospitals with the medical schools, -
our. understanding being .that the selection of VA .staff in:such hos-
pitals. is subject to the dean’s committee approval and that the VA.
hospital becomes a part of the medical school complex, . -~ -
¢ In the submission of the President’s budget to the:Congress the
administration indicated the desirability of providing a legal base to.
permit NI research E’xjan_tSLt_o.be made to all VA investigators under.
the general review and award procedure. If the Congress concurs in
the administration’s proposal to extend. ifs current procedures.to
enable all. VA scientists, irrespective of medical school affiliation, to
compete for research support, NIH will implement necessary proce-
dures just so soon ag legal authority isprovided, .. .. . ..+ o
... Recommendation No. 8 —The Director of NIH review the training

olicies-and procedures of the Institutes and the Division of Gieneral
gfiedical Sciences for the purpose of obtaining a greater degree-of
uniformity and simplification. ... 0o : o 0 cooar

... Aetion.—Studies. of various agpects of NIH training policies and
procedures of the nature recommended by:the committee have been
in process for.2 years, and extensive changes have been made in these
programs. Substantial gaings in the direction of uniformity and sim-
plicity have been possible in the past year, . . . -~ .

Examples of gains in uniformity which have recently been accom-
lished melude (1) establishment of a.central office and mechanism

or receipt and referral of all training grant applications in the Divi-
ston of Research Grants, (2) adoption-of a common appointment form
(2271}, and (8) procedure to provide for DRG editing and coding for
informational purposes of all trainee appeintment notifications sub-
mitted by all training grant program directors.. - . ... FEEU
- Policies acceptable uniformly to all Institutes bave been developed
in regard to (1) indirect cost payments on stipends, (2) payment of
tuition and fees, (3) carryover to succeeding year of unexpended
funds, and (4) a common forward: financing procedure, ... - :
- .There remain several differences in policies- and practices. among
the several Institutes in-regard to.training grants which may in' the
word of the committee report “be necessary in view .of the individual-
ized nature of NIH training programs.” " These are complex. areas of
activity that will be kept under constant surveillance. . ... . .

. Recommendation No..3—The Secretary. of Health, Education; and
Welfare carefully examine the existing programs.and administrative
arrangements for special-purpose training in the health field both in
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terms. of-overall Federal objectives in support of education and the
impact of these prograins on:our educational institutions.

Action.—This recommendation is addressed to the Secretary. - The
NTH will be guided by action taken by that office.

Recommendation No. 10~The appropriate executive agencies and
committees of the Congress give particular attention to the problem
of attracting outstanding students to'the field of medicine,

Action—The scope of this recominendation exceeds existing NIH
authority; however, it is believed that fellowships for medical stu-
dents such-as is provided for in legislation recommended by the ad-.
ministration and now before the Congress would substantially expand
the opportunity for qualified youth to seek careers in medicine.

Recomanendation No. 11 ~Each participating institution be given
the option of using either of two methods for computing the overhead
allowance on supported rescarch. - R
'QOrie method would be'the continued use of a flat rate adjusted peri-
odically to equal agpjroxima,tely 50 percent of the average rate of indi-’
rect expenses based on total direct costs for all grantee institutions as.
a group, as measured by approprigte cost accounting principles and
procedures. Inlieu of the standard rate; and in order to provide-equi-,
table treatment for those institutions possessing relatively high oveéi-
head" costs, an institution would be allowed 50 percent of its ‘actual
indirect cost rate determined in the same manner as above. =
© Aotion.—The problem of indirect cost has received a great deal of
attention by the executive branch; the Corigress, and the universities.
The National ‘Seience Foundation is eurrently conducting a compre-
hensive study to determine more accurately the varicus components of
indirect and direct cost; Tt isthe view of the Natisnal Institutes of
Health that substantial cost-sharing as recommended by the Fountain’
committee may seriously restrict the ability of top-flight investigators
and institutions to participate in NYH programs. Irrespective of
philosophy, the decision rests with the Congress which has for 4 years
restricted NIH to a 15-percent allowance for indirect costs notwith-
standing the recommendation of the Department of Health, Educa-
tion, and Welfare that this restriction be removed.. . . .- . .
" Recommendation N, 18—No overhead be allowed on grants or grant
items which do not enfail actual indirect expenses, and an amount
less than the regular rate be allowed when extramural research re-
guires few institutional services. S o

Recommendation No. 13—NIH reexamine its policy of making in-
direct cost payments on renovation-and-major equipment expenditures
from grants for the establishment of clinical résearch facilities.

Action.—The NIH concurs with the soundness of committee recom-
mendations No. 12 and18. ' In the past, NIH has not excluded specific
direct cost'items from the computation of overhead since the 15-per:’
cent rate has resulted in less than full indirect costs for essentially all
grantee institutions. ' The recént growth of program and center proj-
ects has pointed up the need to single ‘out these items for special at-
tention. Accordingly, procedures have been revised to exclude in-
direct costs on items such as (1) alteration and renovation, (2) fixed:
equipment, that becomes part of real property, (3) rental equipment,
and (4) cdonferences and symposia. ‘- Previous ‘procedure will be' con-
tintied to éxclude indirect costs on research bed costs and on any part
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of the cost of equipment in excess of ‘$2,500. : Indirect costs will be
%otla,ted on.rentals and on such grants as:-those to medical schools
ehalf of Veterans’ Admmlstretlon employees

DDPARTMENT OF HEALTH, EDUGATION, AND, WDLPARE,
. Pustic Hesrra SERvIcE,
Naitonar INgminuTES. oF HEALTH, .
' Bethesda, Md., J anuary 28, 196‘2
Hon L. H, FOUNTAIN, N
Chairman, Intergovernmental Relatwns Suboomm#ee -
Conunittee on Government O pemtzons Houseo f Represeﬂtatwes,
Washington,D.C.

Drar M. CEaRMAN: In Dr. Shennon S absence from the Natlonal
Institutes of Health on an extended field trip, I am pleased to reply
to your letter of January 15, 1962, and.to comply with your request
for detailed description of what the Netlona] Institutes of Health
has. done toward carrying out each of the recommendations-of the
1(\}_{onmuttee .on. Grovernment Operetlons, issued -as House Report

0..321 > .

I note your request for Informatlon on further development of our
statistical reporting and analysis facilities. . In addition to comment-
ing-on.each of the formal reeommendetlons, T am’ therefore eddlng a
special statement on statistical reporting and analysis. . ,

“We are in accord with the recommendations .of: your committes
and definitely intend eventually to make. all desirable changes needed
to. effect: the sounder edm1mstratlon Whlch your comnnttee Tecom-
mended P . o L

Smcerely yours,
T DAVID E PRICE, MD

) Actmg D'wector

J ANTUARY 22 1962

A SECOND PROGRESS REFORT BEY THE NATIONAL TNSTITUTES OF HI]ALTH
oN AcrioN Taxexy Wire RespEcr 0 THE REcOMMENDATIONS CON-
TAINEDIN THE REPORT, “Hpasvrs Respakon AND TratNiNe-—THE Ap-
"MINISTRATION OF (GRANTS AND AWARDS BY THE NATIONAL INSTITU’I‘ES
OF H_EALTH” . . . ‘

( A secoud report by the Committes on Government 0perat1ons, House of
: Representatlves, Ap]’.'ll 28, 1961} :

This report 5 a second. progress report by the Natlonal Instltutes_
of Health of action taken to date on the various recommendations con-
tained. in the Fountain committee report. There is also included a.
statement on: progress by the National Institutes of Health in the
development of its statistical and: analysis facilities. : 5

Recommendation No. 1.—Additional: megsures.to- be. taken to 1m—,
prove the effectiveness of the present, project Teview systermn. : _

ga,) Procedures and staff for more thorough. examination of the_
bu gets of research proposals have been.strengthened. Discussions
have been held with, study sections and councils: concerning the need.
for more thorough review of budgets including future requlrements
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and requests for equipment. :Future support of grants awarded:for
periods longer than 1 year is now understood to be “ceilings under
which annual staff negotiations of the preciser amounts to be awarded
may be made.”: The-application form has been modified and is now
mn-use. It requires-each Public Health Service grantee to provide a
substantially more detailed’ exposition and justification: of each year’s
research budget than has hitherto been required.  The grantee is Hiow
requested to explain any significant change in the proposed uke of
funds as compared with expenditures ‘during the current-year grant.
Changes in the investigator’s plans for the purchase of equipment are
detailed and an appropriate evaluation 'of these requirements is' made.
tf_‘u;ther,’ the budget-is now subject to annual staff review and nego-
ation. |- Su T SRR el -

- A procedure has been designed to enable NIH! staff to keep abreast
'of equipment levels at institutions receiving PHS: grants and to'eval-
nate requests for equipment. ~All movable equipment purchased with
PHS grant funds is reported annually to the NIH by means of regu-
lar expenditure reports: It is contémplated that the date from these
reports will be captured centrally by machine operation; stored-indefi-
nitely; and subsequently retrieved as needed for use by study sections,
councils, or stafl::: Different obsolescence factorswill apply to different
situations; needs, and items: of equipment. Whilea 3-:to*5-year ob-
solesceénce factor would generally be reasonable; the attendant cireum-
stances at the time of review will dictate the precise obsolescence fac-
tor. Prior to making an award, the staff of the appropriate National
Institute or division -will exdmine the equipment requested in:the
budget and follow up on duplications not adequately justified.” From
time to time the equipment data stored:-will-be retrieved: for:compari-
son with equipment -described in:applications and for s check on the
effectiveness of the:questions in-the revised application:form. This
;particular procedure canfiot-be implemented until space and necessary
equipment can be obtained. ~ . . LT Lo e e e
(&) We have considered : further the feasibility of decentralizing
-our grants mianagement. furiction by forming field reéview teams com-
posed of staff representatived,; but are not prepared: as yet to imple-
ment such a plan. Instead, as a means of improving our surveillance
of: the handling of -our ‘grants by the recipient institutions,” we are
planning to- decentralize our currently centralized: Grants Manage-
ment; Branch to*the several Institutes and Divisions concerned with
‘the awarding -and programing’ of: grant funds and'thereby to involve
an additional nurber of staff in management -business.: In the:procéss
of decentralizing, however, the Division of Research Giants will con-
tinue to accept coordinating responsibility. R R
* - {¢) :Special advisory committees have been organized and are fune-
tioning to review grants which: are intended to_provide support.for
broadly based and long-term programs of research activity. A Special
‘Programs Review Branch ‘is now part of the Division of Research
Grants. It includes a series of advisory committees organized in such
‘manner as to provide review of applications for grants for research
program projects and research center projects in terms of the-Npro-
oram interests of the various Institutes and Divisions of the NI
These panels consist of experts in the various disciplines and: special-
ties which, as a composite, cover the broad purview of one of the Insti-
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‘tutes or-Divisions: - Thus, for example, thereis an Arthritis and Meta-
-‘bolic Disease Program Project Committee, a Neurology and Blindness
Program- Project Committee, ete. Included: among the consultants to
‘these committees are experts in. various:fields representing considera-
tions peculiar-to:these broader forms of support-such as research cost
accounting;: hospital management and administration, medical care,
Ingtitutional orga,mza,tlon, and other features not present in the regu-
;Ia.r project grant... ‘

_ Recowmendamosm No. 2. ——Glants for prO]ects 1mt1eted by commer-
cialfirmsbe placed on a cost-sharing basis: . -
.+ A.special task force has further explored the feemblhty of negotlat-
,mg contracts with commercial firms, as well as other methods of sup-
porting projects initiated by commercial firms, with conclusion reached
that, profitmaking -institutions should;still be: eligible to receive’ re-
search grant awards (as well as contracts) but that the grants should
be subject to certain terms and conditions-that may not be changed by
the. -grantee -without ‘prior PHS approval: These terms modifyin
certain sections of the: pohcy a,nd 1nformet10n statement on researc
grants areas follows: :

" (@) .The research prOJect must be conducted substantla]ly a8 out—
lined:in. the application, and subject to 4 special patent agreement, -

() Funds may be spent only-for items specified in the budgeét.
Grantee muist Tequest edvance epprovel of PHS before modlfymg the
approved budget.-

{e) Grantees: ere encouraged to rent equlpment rather than pur—
chase it. : Title to any equlpment purchased Wlth grant funds remfuns
' Wlth the PHS, -

Ad)Funds- may not be used- for renovetlon and aIteratlon All
grents to. profitmaking institutions: are-subject ‘to a complete and
thorough audit’ after termination, &nd are limited to the indirect cost
-allowance of up to 15 percent of certain dlrect oosts as.in: resea,rch
grant awards to other types of institutions. .

- Recommendation No. 3—~NIH- develop a- seperete pohcy governmg
the purpose and use of, and-the eligibility conditions for; grantsto
‘help. support national and mternetlonel meetlngs of recogmzed sclen-
tific ‘organizations: -

The NIH agreed with the recormnendatlon that p011c1es and TOCE-
dures de51gned for-support of scientific investigation should not be ap-
plied to conference grants. - A revised statement:of policy and pro-
-cedures undér: which NTH grant funds may be used for the support
of ‘scientific: meetings has been released. - This revised policy specif-
ically ‘prohibits the use of grants funds for-(1) indirect costs, (2)
honoraria in connection with' siuchimeetings, and (8) urchase of
equipment.: It also provides for much more detailed breakdown of
‘proposed- expenditures and forbids: the transfer of funds from one
oetegory of expense to another without PHS aﬁproval o

- Recommendation No.: f—NTH seek to further improve 1ts methods
for coordinating research activities with other Government and private
agencies so as to minimize: unnecessary or unmtended duphcetlon of
research in the health field. : -

“The report-notes, “NIH has: developed Workable 1rrengements for
avoiding undesirable duplication of project support.” NIH has taken
addltlonal steps to improve the' information exchange system with
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‘gther Federal agencies. - Data on NTH:intramural research projects
are now being made avallable to the Sc¢iénce Information: Exchange.
Tn this eonnection, it should also bemoted thit NIH helped found, and
has long been a stronO' su porterof, the Science: Ingormatmn Bx-
‘change ' (formerly the’ ciences Informatlon TExcharige), and that
we attempt, to ut111ze these facilities to the ‘aximurnm. Cotitinvied: at-
tention is being given to means: fori 1mprov1ng coordmatlon and‘faecili-
tating communlcatlon among Federal aaenmes engaged in b10med1ca1
'1esearch :

Recownendatwn N 0. 5. —The Pre51dent estabhsh & umform pohcy
“with respect to ‘acceptable salary- practices in the use of Federal Te-
gearch funds applicable to-all “Federal agencles makmg O‘rants to
'educatlonal and other reséarch institutions:’

“The NITH heartﬂy endorsed this recommendation.and advocated the
establishment of an interagency committes under the aegis of the Fed-
‘eral Council on Sciericé and Technology or a special jgroup under the
President’s Seience ‘Advisory Cominittes to study’the ‘problem in its
‘total “setting. and to recominend uniform -pelicies to be utlhzed by
na,tlonal a.gencles for the President’s consideration. -

Reécommendation No. 6.—~NIH initiate for a hmlted time o speclal
developmental typs’ grant 4y - direct means of stimulating research
‘dapability in those universities and- ‘professional schools: which’ have
training: resp0n81b111tles in seientific ﬁelds rela.ted to health but are
not, a,ctwely engaged in health research :

The number of Institutions receiving NIH grant support ig growmg
-'Rtea,dlly Between 1957 and 1961 the number of institutions receiving
‘support grew from 572 to 1,224, an incredse of more than 100 percent.

With- respect to the few: institutions not now: participating in the
NIH research program, the Fountain committee report mdmates
that the so-called limited participation is “due more to the paucity of
pI‘O]BCt applications than to the high ‘disapproval rate of proposals.”
While this observation applies generally foacademic institutions-as
a/ whole;"NTHis keenly sensitive to the need for- developmg research
potential in’ health: professmnal schools such as veterinary medicine,
pharmacy, hursing, and social work.” The NTH: believes that the' gen-
ersl ‘research support grant, when fully: 1mplemented will 111 large
measure serve the purpose sought by the committee. VEI

~The first a.wargs under th1s program have been made early thlS
month to 86'schools of medicing, 49 séhools of dentistry; and 6 schools
of ‘osteopathy. - Upon receipt- of s memorandum of éonsent from:the
Director of Budget, awards will be made t0:the 12 schools of public
health bringing the total of awards undgr thisprogram to $20 million.

“With respect to- the larger issu¢’ ‘raised: by the committee’s recom-
mendation, it should Be em ha,s1zed that scientific fnerit—the criterion
of excellence——governs today’s ‘decisions to" ‘support regearch.”: This
criterion assures support for the brilliant, young innovators as:well
as the. mature investigators. ‘Diversion of research funds from ‘the

alented to the médioere would be a poor-investmeént of public moneys
both in thé short run andover the Jong haul: No~Federal agency
now has 4 clear statutory role either to facﬂltate the upgradmg of
wedker institutions or to foster the creatmn of- new unlver51t1es Thls
mav bié a serious gap in'national policy.” .

‘Recommendation No. 7. —~The Oondress con31der actmn to permlt
the awarding of research project gmnts under the Public Health
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Service Act to VA hospitals on the same terms and eondltlons as
epply tonon-Federal institutions. .

'When originally - negotiated the Memorandum of Agreement be-
tween the National Inst1tutes of Health, Public Health Service, and
the Veterans’ Administration intended that only those Veterans’ Ad-
ministration employees with bona fide affiliations with medical schools
{usually a joint a,ppo:lntment) would be eligible to apply for NI¥L
research grant support, . The procedure necessarlly called for sub-
mission of the application by t}ﬁe medical school since the PHS had
no: authorlty to.make grants to a-hospital of the Veterans’ Admin-
istration. + The report ﬁy the Committee on Government Operations
points out that the procedure has been liberalized through interpreta-
tion to include any employees in a.Veterans’ Administration hospital
which has a formal affiliation with a medical school. . This liberaliza~
tion has been accepted by the NIH in view of the close working. rela-
tionships of such VA hosplta,ls with the medical schools, our under-
standing being that the selection of VA staff in such hospitals is subject
to the Deans’. Committee approval and tha,t the VA hospltal becomes
a part of the medical school complex. . ..

~-The budget for fiscal year 1962 submitted to Congress by Pr esulent
Elsenhower contained, among the general provisions in the . HEW
section; a -provision which would have made PHS. research’ grants
specifically available “to hospitals of the Service, of'the Veterans’ Ad-
ministration, or to St. Elizabeths Hospital.” - The phrase “of the
Veterans? Admlnlstratlon” is.in italics identifyin 1t a8 an amendment
to- existing: language: Tn/the- appropriations bill (HLR. 7085), a
enacted,. this section . (sec..205)- appeared withont the amendmentmlt
referred only to “research-grants sto hosplta,ls of . the Servme or to
Salnt Elizabeths Hospital.” @ ... %

- Orice again; the Budget Bureanis: ev151n0' in ﬁsea,l year 1963 Seotlon
206 of the general 'provisions o 1hake approprlatlons of the Public
Health Serwce avallfable for-research grants to hospitals of the Vet-
erans’ Administrations; ‘This will, if eriacted, ‘enable physicians and
scientists of the . Veterars’- -Admmlstra,tlon 0 -eotipete’ for fresearch
project  grants:through methods comparable ‘to. those used: by- scien
tists'in ‘the Public-Health: Servme hosp1tals and-in the St Ehzabeths
Hospltal

" Recommendaotion. N 0: 8 -mThe Dn-ector of NIH reviews the tra,mm
Eflleles and.-procedures ‘of the Institutes and the Division of Generaﬁ

edicaliSciences for the purpose of obtamlng a greater deO’ree of uni-
formlty and.simplifieation, -

-Studies of various aspects of NII—I trmmng pohcles and procedures of
the nature recommended by the,committee.have been in process for 2
years, and extensive changes hayve been made in these programs. “Sub-
stantial gaing in the direction of unl‘formlty and. 51mp11olty ha,ve been
possible.in-the ps ast year, » .

Exemples of: gaing.in. umforrmty Whloh heve reoently been accom-
pllshed inelude: (1) -establishment, of a central office and meeha,msm for
receipt and. réferral of all: training grant applications in the Division
of Research-Grants, (2). adoption of .a common . appointment : form
(2271),.(3) proeedure to, lirowde for DRG editing and coding for in-
formational purposes of all trainee appointment: notifications s submit-
ted by al] trammg grent program d1reetors a,nd (4) estebhshment of

T,
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an Enterbureau Advisory Committee to coordinate and seek uniformity
of research and training policies and:procedures... @ .

- Policies acceptable uniformly to all Institutes have been developed
in: regard to (1) indirect cost payments on stipends, (2) payment of
tuition and: fees, (8) carryover to succeeding year of unexpended
funds, and -(4) a common forward financing procedure. -
i+, "There remain several differences in policies and practices emong the
several Institutes in regard to training. grants rich. may be in the
word of the committee report “be necessary in view of the individual-
ized nature of NITH training programs.” : These are complex areas of
a.ct1v1ty that will be kept under constant sarveillance.

- Recommendation No. 9—The Secretary of Health, Education; and
Welfare carefully examine the existing programs and administrative
arrangements for special-purpose tmlmng in the health field both in
terms of overall Federal objectives in support of education and the
-unpa.ot of these programs on our educational institutions, -

“This recommendation was ‘addressed to the" Seeretary The NIH
W1ll be guided by action‘taken by that Office.:"

' Recommendation Wo. 10—The appropriate executive agencies a,nd
comm1ttees of the Congress' give particular-attention to the problem
of attracting outstanding students to the field of medicine.
~ The scope of this recommendation exceeded existing NTH authonty ;
Liowever, 1t ‘was believed that fellowships for medical ‘students such
as is’ prov1ded for in legislation recommerded by the administration
and now beforé the Congress would: substantially ‘expand the o por-
tunity for qualified youth to seek caveers in medicine (H.R. 4999).

Recommendation No. 11.—Fach partieipating institution be given
tlig option of ‘using-either of two methods e computmg the overheed
allowence on suppotted researchi 3

+ One method would: be the eontmued f1se’ of i ﬂat rete ad]usted pe-
riodically to equa.l approxitiately 50 percent of the. dverage rate of In-
direct expenses based on total‘direct costs for all ‘grantee institutions
as a group, as measured by appropriate cost aceounting principles and
procedures. - In lieu of the stanidard rate; and in‘order to provide equi-
table treatment for those institutions possessing: relatively high over-
head costs, an institution would be allowed 50 percent of its aetual in-
d1rect; cost rate determined in the same manner as above.

The decision on indiréct costs still rests with the Congress which has
for 5 years restricted NTH to a I5-percent allowance for indirect' costs
notwithstanding: the recommendatmn of the DHEW that this restrm—
tion be removed:: :

Beaommendatwn N 0. 12 m-No overhead be allowed on' grants or
grant items which-do not entail ‘actual indirect- expenses; and an
amount. less ‘than: the ‘regular rite- be allowed When extramuml Te-
search requires few institutional services.

- Recommendation'No.: 13=~NIH:reexamine 1ts pohcy of mekmg in-
d1reet cost payments oh'Tenovation and major equipiment expendifures
from grants for the establishment of clinical reséarch facilities.

. The NTH concurred with the sotundness of committee recommendas:
t1ons ‘Nos; 12-and 13.: Tn-the past, NTH had niot’ excluded specific
direct’cost ‘items from the computation of overhead since the 15-per-
cerit rate had vesulted it less than full indirect costs for essentially all
grantee institutions: +The'recent growth ofprogram and center proj-
ects pointed up the need to single out these items for special attention.
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‘Accordingly; procedures have been revised to exclude indirect costs on
items such as (1) alteration and renovation, (2) fixed equipment that
becomes part of real property, (3) rental equipment, and (4) corifer-
ences-and symposia. - Previous procedure will be continued to exclude
indirect costs on research bed -costs and on-any part of the cost of
equipment in excess of $2,500.  Indirect costs will be negotiated on
rentals and on such: grants as those to medical ‘schools in“behalf of
Veterans’ Administration employees,” Rt

- 7 STATISTICAL AND ANALYTICAL ACTIVITIES & 707 7

t,-In respect to your nquiry concerning the status of statistical and
analytical activities for the grants program, I-.should like to-emphsa-
size, as Dr. Shannon did in the hearings before your subcommittee
last August, that we do have in operation a statistical system which
provides essential data ¢overing thie operations-of the NTH extramural
programs. This involyes a framewodrk of statistical and analytical
activities ranging from the staff role of the Office of Program. Plan-
ning .in the Office of the: Director, NTH," including the basic -data
collecting activities of the Statisties and Analysis Branch of the Divi-
sion of Research Grants, to the program-analytical activities of the
several Institutes and Divisions. - The concern that we have expressed
with this system’ relates to problems involved in its improvement,
taking advantage of the capabilities presented by electronic data proc-
essing and extending the valuable functional role that such activities
can play in the conduct of the several .programs.of the National
Institutesof Health.. i vee o oo o enin i s
.. Although-progress has been made in.respect to such improvements,
a number of compléx problems have been.encounteréd. A major prob-
lem centers in the:complexities involved in: transforming the basis: of
our.data processing. activities from the current electric accounting ma-
chine- methods -to the use of large-scale electronic®data processing
equipment - utilizing magnetic tape methods. - This fundamental pro-
cedural ‘change has.involved:extensiveréview and revision of the basic
internal paper-processing routines..;: Certain aspects of these changes
are ‘dependent. upon the installation :of new “data capturing” equip-
ment. However, perhaps.the .biggest single problem. we-have. en-
countered in.thig area has been the diffienlty. of acquiring skilled ;pro-
-%Ta,mers upon. whose: capabilities the translation.of the present data
orms into those compatible: with electronie.data-manipulation is de-
pendent. This is an extremely scarce category of personnel as the
help wanted ads-in the Sunday New York Times.will testify. ..
. ;The.piesent salaries which the Federal Government has to offer-in
this:area.are just not competitive enough-to, enable: recruitment .and
retention of a stafl adequate to ourneeds. i v 2oy vt vl G
.- The situation has also been.complicated ‘by the. involved task: of
shifting from a small-scale computer.i((IBM 650) .to large-scale equip-
ment . (Honeywell 800 system) which is-now-in process of being.in-
stalled. .- Because rof these difficulties -we are at-the presert omniént
examining the feasibility: of contracting with asuitabls organization
for the programing of our basic:data processing routines:and-for the
development. of optimum systers for the maximum extension of elec-
tronic techniques in .this area...Such systems would: substantially
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enhance the scope of data Whlch can be encompassed ‘within the basic
statistical records and the speed with which such data can be made
accessible for analytical and informational purposes. -

As noted i In my comments during the committee hearmg, we ha,ve
a,lso been reviewing the organizational arrangement under which the
extramural statistical and. .analytical dctivities are now being con-
ducted; - We are at. the present:moment studying certain alternatives
to the present setup which may provide-for a closer relationship in the
conduet of . these: activities with: the Process of policy and. decision-
making in the overall: direction of NIH activities. We shall be glad
to report further to you and your committee -concerning such ‘addi-
tional developments in this area as they may emerge from our: present
activities. S . :

'APPEN'DIX 2-«STAFF REPORT ON AUDIT OF EXPENDI-
TURES OF NII RESEARCH GRANT FUNDS BY PUBLIC
~ SERVICE RESEARCH INC. (SUBSIDIARY OF DUNLAP

&ASSOCIATES INC) STAMFORD CONN
) CONTENTS :
Introduetion : S o
4 - Background. o
Purpose and nature of rewew
Summary of findings.
Findings: : e e
-Public Hervice Research Inc R
I Source of funds.” B
Indirect costs.
Equipment purchases. ... - -
Hiring expense.
+  Salary charges. A
" “Doublé salary charges e
Rental expense, S
i Pravel expense: L S0 T
+..Hxpenses 1ncorrect1y treated as dlrect costs e el
,-Mlscellaneous unallowable expenses : ; P I T
Exhlblts ‘ )

INTRODUGTION

Backgrozmd

.. The Intergovernmental Relatlons Subcommmtee, Commltf;ee on
Government Operations, has for some time been studying the opera-
tion of the extramural grant.programs administered: by the National
Institutes of- Health for the support of research and: training activities
conducted in. university and cther non-Federal facilities. - NIH is a
bureaw of the Public Health- Servme Wlthm the Department of Health
Education, and Welfare.. . .-

In House Report No. 321 1ssued Aprll 28 1961 the OOmmJttee on
Goyernment: Operations called: -attention:! toa number ‘of “areas in
which: NIH policies and: administrative practices were inadequate io
agsure-the proper. and. économical’ expendlture of.grant: funds and
made certain: recommendations for correcting:those:deficiendies: The
subcommittes has continued its study of the NTH: grant-programs and
3ts efforts to secure 1mproved management ins thelr admmlstratlon
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-P'Wpose and natwre of review

" An audit was made of the resea.rch gra.nts awarded to Pubhc Serv—
ice Research, Inec. (PSR}, in order to'provide additional information
concerning: the extent : to - which: ' NTH policiés and procedures are

-adequate to insure the appropriate expenditure of: pub ic funds. The
subcommittee  had noted from NIH-records that ‘there were large
disere; %enmes between ‘the purposes for which the company had re-
queste

research grant funds-and ‘the manser in which thése funds
were Teported as: ]iant ~Also, it had ‘comé o’ the subcommiittee’s
attention that PSR hiad used grant funds for the payment of fees to
an affiliated company for the recruitment of pérsorinel. -
While the d@moutit of NITH research funids paid-to PSR- represents
a small percentage of total NIH grant expenditures, NIH policies
and management procedures growde little or no assurance that prac-
by:PSR, in the use-of grant funds-are
not widely prevalent
At the reqdlest of the subeommlttee the Greneral Accountmg Ofﬁce
assigned anditors to the subeomm_ittee to review the expenditures
made by Public Service Reésearch, Inec.,: from NIH grant funds. Due

-to time limitations, detailed exem.matlon was made only of selected

transactions, and all expenditures were not reviewed.

The findings are based on the review of pertinent records, tosts of
transactions, and discussions with PSR-officers end other 1nterested
persons.

The aundit review was conducted during January. 1962 at the ofﬁce
of Public Service Research, Inc., 91 Prospect Street, Stamford Conn.

SUMMARY OF FINDINGS -

The audit of selected expendltures of NTH reseerch grant funds by
Public Service Research, Inc., established that-—" = .

(1) Grant funds were used to finance eep1ta,1 and other costs
associated with establishing a new corporation, “During the-first
year and a half of its existence; Public'Service' Research, Inc.,
acquired practically all of its oﬂ'ice equipment and furnlshmors
from Federal research grants and contracts.

(2) The corporation, according to its records, claimed & depre—

= rclation allowance in its B edera] mcome tax returns for equlpment
: *purehesed from NI g;rants
(8) The corporation’s rent; mamtenance, and moving expenses,
~and the expeénse of remodeling its rented quarters, were charged
- asdirect coststo individual: Fe%eral grants and contracts.”

(4) - The corporation derived & profit in‘éxcess of its aetual in-

dlreet costs from the overhead allowance:(15 percent of total di-

«+ - rech costs) paid by NTH tocover indirect costs, - :
© = (5) - Fees paid by the:eorporation to its affiliate, OIark Ohen-
o ':nell ‘Ine.,for hiring expenses-included: a profit to the: aﬂihate
e Sucil foos: :were improperly: billed: as direct. costs to particular
* NIH projects; the persons: for -whom hiring fees ‘were paid
P oworked o several iprojects and; in' one ‘case; the employee per-
.. formed: no: research on the: preject torwhichrhis fes: was-charged.

(6) Salary costs were improperly charued to NIH grants for
(2) time spent by corporate officers in meetmors of directors or



ADMINISTRATION OF GRANTS BY 'NIH 51

‘ -’-:kstockhOldﬁrS and:in the administration of corporation business;
(&) time spent by a'corporate officer as a consultant; to NIH), for
- .- which he was also-paid $50a day plus travel expenses and (o) an
employee who was hired to staff the company’s Washmgton office
o aild performed no reseerch on: the prO]ect to whwh hls sala,ly was

iischar
% Varlous expense 1tems were mcorreetly clasmﬁed as direct
- costs of. partlcular grant projects, and. m several instances enter-
-+ tainment-expenses were improperly charged to NTH: grants,

- (8) Travel éxpenses were. incurred in_some instances for 1 pur-
~ poses which do not appea,r to. have a dn-ect relatmnshlp to the

P pro;]ects charged

I‘INDINGS

Pub Zw Sewwe Research Ifnc

- Public - Service. Resea,rch Inc:, a commercml ﬁrm operatmg for_
proﬁt was formed on July 3 1959 as a subsidiary of Dunlap & Asso-
ciates, Inc., which held 2, OOO of the 3 ;050 shares of PSR stock issned
at the tlme of incorporation. Practlcally all of the remaining stock’
isguied was held by o%cers of Dunlap & Associates. - On-June 29, 1961,
Dunlap & Associates, Imc., acquired all shares 6f PSR stock not’ already
held in'exchange for shares of its own stock (exhibit A). -

‘From date of incor oration’ through' the Tast board ‘meeting " of
record; hield ‘on December 4, 1961; the: PSR board 'of directors, con-
sisted of three members—Dr Jack Ww. Dunlap, chalrma,n, Dy, Herbert
H. Jacobs, president; and Ralph C. Channell.! "As of December 4
1961, these directors were president, vice pres1dent and executive Vice
pres1dent respectively; of Dunlap & Aggociates, Tiic. " Ralph'C. Chan-
nell was also chairman “of the hoard of’ Clark Chantell; Tic.; an
affiliated ¢ompany. - Sinée Décember 9; 1961, Dr. Robert J. Schreiber
has'served as premdent and a dlrector of PSR He was previously v1ce
president of the firm. -

Priblic Service Research, Inic./ was esta,bhshed for the stated purpose
of ‘conducting fundamental and applied résearch in public health,
education, welfare, safety, and related fields: 'Its research work is
housed'in rented _quarters in Stamford, Conn. An office was main-
tained by the compeny jist Washmgton, I) C., from J uly 1960 through
March 1961. :

As of Decentber 30, 1961 PSR had 10 full-tlme and 11 part-time
employees, 4 of whom d1V1ded their time between dctivities'of PSR and
Dunlap & Associates.” PSR, from date of incorporation to December
30, 1961, had used 20 Dunla.p & Associates employees for some of itg
work The permainient and part-time staff of PSR cotisists of 6 senior
scieritists, 3 research’ assocla.tes, 1 research asmstant and 11 techmcal
asmstants i :

Source of ffwnds S ' L

From July 3, 1959, to December 31 1961 PSR recelved cash funds
from all sources in the amount of $445 161 of which $426,601 %95 9
percent) ‘came from Federal sources a,nd $37 8,596 (85:1° percent) TOm
NTH grants alone. ' A’total of $18,560° (4.1 percent of all funds) was

obtained from nongovernmental sources, mcludlng the sale of capltal
Stock (exhlblt B g S :
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For the period-July 3, 1959, to: January 28, 1960, the date’cn-which
stock subseriptions were pald PSR operated solely with: funds from
NTH grant RG-6073(R1). Although 2;000 shares of the total original
stock 1ssue of 3,050 shares were subscribed, to by Dunlap & Associates,
Ine., the: latter did ot pay for. this PSR-stock until more than 6
months after the corporation was formed. On April 3, 1959, NIH
research grant RG-G073(R1) in the amount of $86,020 was awarded
to Dunlap & Associates, Inc.; for the period of Aprll 1, 1959, to March
31, 1960 (later: extended to Angust 31,'1960):" On Apml 27, 1959,
NIH made the first grant advance of $43 010; ‘which was never de-
posited by Dunlap & Associates, Inc, ‘Dunlap & Associates, Inc; as a
result of a meeting held on June 16, 1959, with NIH. representatlves,
obtained a,pproval for transferrmg the gra,nt RG-6073(R1) to an
existing or new corporation. On July 3, 1959, PSR was established.
The expenses incurred (about $2, 500) by Dunle]g & Associates, Tne.,
prior to the transfer of this gra,nt and the undeposmed oheck of $43 OIO
were transferred to PSR - :

Indirect costs . ' ' : o _
The appropriation act permlts NIH to pay grantees up to 15 per—
cent of the direct costs of a project as an allowance to cover the in-
direct or overhead -costs of performing research. With certain ex-
ceptions, it is NIH’s policy to allow grantees a flat 15 percent.over-
head rate. . The purpose of the indirect cost allowance is to compensate,
an institution or firm for the multlpmpose facilities and “housekeep-
ing” services that are norinally: required for the conduct of a research
pr()]eot These facilities and services ordinarily include such.things
as office and laboratory space.and equipment, llbmry facilities, 11ght
heat, maintenance, and administrative services.. = . .
While PSR accumulated total overhead expenses (1dent1ﬁed in its
records as general and administrative costs) .of .only $33,000 from
incorporation in July 1959, to December 31, 1961, it.charged overhead
costs totaling $47,500 to :NTH grants. Moreover, this amount
($47,500) does not molude ovelhead a,llowances received from: severa,l
other grants and contracts. = . )
Ina oomp]eted Public Health Serwce contract (SAph 7 6293) PSRf
was allowed; in a final invoice dated August 28, 1961, an amount of
$2,260, and an indirect cost rate of 6.66 percent of all direct costs under
the oontraot to. cover: general: and ;administrative expenses.: Despite
the esta.bhshment of 2 6.66 percent- overhead rate for the Public Health
Service contract, NIH. has' oontlnued to allow PSR an, overheed rate
of15 percent. .. -
Tt should be noted that the 111d1reet cosf payment is eomputed as 3
pereentage of total direct, costs. - .Consequently, when charges which
are properly overhead expenses are treated as direct costs of a project,.
the Government not only finances 100 percent of such costs but also
pays an indirect cost ‘dlowanoe on the m1sclass1ﬁed items as Well

i

Eguapment purahases g -

'The total cost of equlpment 1tems, valued at $50 or more, purehased
by PSR from its inception to December 81, 1981, amounted to $16,235
(general purpose $8,335, and special purpose $7, 900) -Of this amount,,
$11,373 was oherged to NTH grants, $4,8397 was charged to. another
Federal grant and to a Public Health Service contract, and only $465
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($340 for a car and $125 for a file cabinet) was charged: to corporate
funds.  In addition, $748, covering ‘the cost of dividing the rented
area which houses the corporation’s offices was charged as a direct cost
toNIHgrants,. . .. . . . Ce e L
. Under the NIH policy.in effect until July 1, 1960, equipment pro-
cured from grants awarded prior to this date became the property of
the firm acquiring it. . Of the $11,378.charged to NIH grants, title to
equipment ‘costing about $7,500 . (charged to:the first two grants
awarded April 3, 1959, and December 1, 1959) vests with PSR, while
title to about $3,900 vests. with NIH. . According to the company’s
records, it not only charged to Federal funds the cost of the equipment
to which it wags given title (plus $1,125, representing a 15 percent over-
head.. allowance), - but .also claimed -a ~depreciation allowance -of
$2,576 for this equipment in its Federal tax returns for the fiscal years
ended March 31, 1960, and March 31, 1961.. By taking this deprecia-
tion, the: corporation, in: effect, reduced its actual income for tax
purposes. For the $3,900 of equipment owned by NIH, the company
has not established: a liability tc the Government for:the funds ad-
vanced to purchase this equipment, but instead has treated the cost of
the equipment as a direct cost of the project. - Under this. accounting
practice the company has c¢laimed 15 percent of the cost of this equip-
ment as overhead allowance and, consequently, has received $585 for
acquiring the equipment for the Government.... . -+ .~ . ..
-The following details’were ascertaired ffom a review of equip-
© ment transactions under:the first two NII grants recéived by PSR.
NIH grant RG-6073(R1), for $86,020, included $8.800 for the pro-
curement. of office -equipment. Grant RG=T025, for [$98,644, also
contained provision for office equipment ($3,783) and: various instru~
ments and devices - ($2,500).:. Together ‘these two grants -provided
#7,583 for: the purehase -of office equipment. - PSR bought one less
calenlator than’ requested;: but purchased considerably more items-of:
office. equipment at a total cost of $8,813. These purchases include
some:office furnishings such-as ¢arpets, curtains, venetian blinds, pic-
tures, desk trays, and lamps which were not requested.in either of the
grant applications {(exhibit C}. Moreover, while one grant provided
$2,500 for instruments and devices, PSR procured only a ‘single such
item’ costing about '$34.  According to the president of PSR, this
piete of equipment was never used.” Alse, subsequent to the exten-
sion of the period of NTH grant RG-6073 (R1) from March 81, 1960,
to Aungust 31, 1960, PSR charged the cost of two desks ($168.97 each)
to this grant. - The cost of one caleulitor ($1,078) and ‘ofe electric
typewriter ($715) weré charged in October 1960 and January 1961,
respectively, to a grant (RG-7028) which ‘was ‘to expire ‘on Jahuaty’
A contract (IIEW : SAph 76293) ‘for $37,390, awarded to PSR by
the T.S. Public Health Service ‘on- December 8, 1960, authorized the
procurement, of special purpose and general office equipment costing.
over $5,000, with title fo remain with the Government. The work
dovered by the contract was perforred between December 20, 1960,
and April 15, 1961. On December 11, 1961, PSR submitted a bid to.
the Public Health Service for the purchase of most of the equipment
that was not_declared expendable at prices substantially below" the
Governrrient’s costs. For example, a tape recorder costing $160.76
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was priced at $60 and oscilloscopes costing $625 each were priced at
an average of about $200 each. ~This equipment was offeréd for sale
to PSR on February 15, 1962, at the bid price. When the transaction
is completed, the Grovernment will recover approximately one-third
of the cost ‘of this equipment used only a few months on the project.
 Included in the PSR bid proposal was o request to use, rather than
urchase, one oscilloscope and one tape recorder in connection with
% ITH grant B-2875. This request was agreed to by the Public Health
Service despite the fact that no showing was made or required that
the equipment is necessary for the grant project. Moreover, in a new
grant (MY-5888) awarded to PSR during March 1962, NIH pro-
vided funds for'the purchase of a tape recorder even though the
company now hag'two such instruments on hand from the completed
Public Health Service-contract. - - : R SR

- Title to 81,312 of equipment acquired under a National Science
Foundation grant presently vests: with the Government. This grant
will terminate in September 1962, - o e

In addition to acquiring practically all of its office equipmerit and
furnishings from Federal grants and :contracts, PSR also charged
the cost of dividing the area rented at its new location, 91 Prospect
Street, as a direct cost to:Federal grants and contracts. - The total cost
of this work was $877, of which %’?43 (plus 15 percent-for overhead
expenses) was charged to NIH grants. - These improvements had not
been requested in any of the firm’s approved grant applications.

- Equipment ttems less than §50 each~—From date of incorporation
to December 31, 1960, PSR expénded $6,695 for equipment itetns cost:
ing legs than $50 each. ~ Of this amount, $3,783 was charged to various
NIH grantsand $2,912 to.other Government graznts and contracts. *

- All of these items were charged as direéct costs, rather than over-
head expenses.: However, many ‘of the items purchased, such as pie-
tures, waste baskets, floor covering, desk trays, curtains, lamps, and
venetian blinds, do not appear to be the type of eguipment that is
necessary for the conduct of a reseéarch project and, therefore, allow-
able as a direct cost. o S '
Hiring expense S ; _ AR

. From the date of its incorporation (July 1959) to December.31,
1961, PSR expended about $4,900 for hiring expense. Of this amount,
$4,738 was charged to NTH grants; including $3,628 in fees paid to
Clark, Channell, Ine., a company in, which Dunlap & Associates, Inc.,
had a financial interest. The remaining $1,110 charged to NIH
grants was primarily for advertising, travel reimbursements to pro-
spective employees, and dinner expenses. . .- . . : Ce

Three employees were hired by PSR through Clark, Channell, Inec.
One of these employees was hired for-the Washington, D.C., office
as & result of an oral hiring agreement between PSR and Clark, Chan-
nell, Inc. (job A), and the other two employees were hired as a
byproduct of a hiring agreement between Dunlap & Associates, Inc.,
and: Clark, Channell, Inc. (job B). These two agreements were
treated by Clark, Channell, Inc., as two jobs, and assigned separate
job numbers. .. . N

. PSR was originally billed $2,350 by Clark, Channell, Ine., in June
1960, for Job A. 'The person for whom this fee was incurred was-
separated from PSR after being employed about 2 months. Dunlap
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& Associates, Inc., directed Clark, Channell, Inc., to cance] this bill-
.ing, and a credit memo in the amount of $2,350 was issued in August
1960. Later in August PSR was rebilled $253 for this service.
PSR paid this fee in September 1960, and charged it to NIH grant
RG-8073 SCI) “However, -during his employment with PSR, none
‘of the employee’s salary ($3,099) was charged to this grant. ~ Instead,
$1,680 of his salary was charged to general and administrative ex-
pense and $1,469 was charged to NI grant RG=7025, although he

performed ho research work on'that project, - “7 - - T
PSR was billed $3,376 by Clark, Channell, Inic., for the two em-
ployees hired through job B. C‘]ar]’g, Channell’s records'did not iden-
tify the. costs applicable to the two employees ‘hired by PSR since
the recruitment. effort was directed toward selecting -employees for
“various Dunlap & Associates positions and costs were accumulated
for the entire job.” The fees paid by PSR consisted of $900 and
$2,476 computed on the basis of 15 percent of each employee’s first-
year salary. A comparison of the total billing and the costs recorded
for job B indicate that the fees charged PSR include a profit for its
affiliate, Clark, Channell, Tnc. . = - e y
-With respect to the services of the employees hired through job B,
it was found that they worked on several PSR projects, although their
-entire fees of $900 and $2,476 were charged, respectively, to NIH grants
RG-6078 (R1) and RG-7025. . This employment pattern.suggests
their hiring was intended. to.fill general stafling; requirements of the
firm, rather than intended for any specific NIH project. It should be
.noted that PSR did not request funds for hiring expenses in its grant
aapplications, ... oL e T e
- Salary charges S S T
From the date of incorporation (July 1959) through December 81,
1961, salarly payments of $67,800 (exclusive of leave and holiday costs
“amounting to $6,400) werse paid to PSR officers.” Of this amount,
“$58,200 was charged as direct costs to NIH grants, $5,300 wag charged
“to ‘other Government grants and-contracts, $3,200 was charged to non-
Government projects, and only $1,100, or 114 ‘percent, was charged to
general and administrative expenses. "During this period, six meet-
mgs of directors or stockholders were held during regular working
hours and PSR recorded salary payments to one or more of the officers
-attending these meetings as dirvect charges to NIH grants. Only one
instance was found where'any part of the salary of’an officer who at-
tended these meetings was charged ‘to general and administrative
expenses (exhibit DY}, = - = 7T REEEE v
During its first 9 months of operation, PSR charged only 11 hours
-of salary costs to general and administrative expenses for corporation
Lofficers. 0 0 e e ae e e B R
_-- For an employee hired by PSR to staff the Washington.office, a total
~of 191 hours ($1,469) was charged to NIH. grant RG:-7025. and 212
hours ($1,630) was charged to general and administrative expenses.
A review of the research project file and an interview with this em-
ployee revealed that he did not participate directly in grant project
RG-7025 and Tittle, if any, of his time was'actiially spent on research
Twork, et o T A DU
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DoubZ@ salary charges , ' -

Dr. Herbert, F. Jacobs, director of resea.rch and former president of
PSR, has served as a consultant to NII sincé June 29, 1959. He is
paid $50 per day, in addmon to travel expenses, when actually serving
in this eapacity. On nine separate occasions, while being reimbursed
by NIH as a consultant, Dr. Jacobs also charged a total of $825 to
NIH grants for the same da,y (exhibit E). .

Dr. Jacobs has been a member of the ‘NIH Accident Prevention
Study Section since June 29, 1959. As such, he was a member of that
advisory panel when it reviewed and approved grant RG-7025, for
" which ge wag the principal investigator, and at the time NIH re-
newed its support of grant RG-6073(R1), for which he was identified
-as senior scientist. However, in accordance with NIH practice, Dr.
-Jacobs dld not, take part in the study section’s consideration of 1113
_company’s grant, apphcatmns : S

Rental expense

In August 1959, PSR rented space at 65 South Street in Stamford
Conn., to house its operations. PSR maintained space at this address
for a,lmost 9 years. Of the total rental cost of $3,900, $3,620 was

“charged to the first two NI grants (RG-6073(R1) and RG—’TO%)
and the remainder to a Public Health Service contract. ‘None of the
*$3,900 rental cost was charged to general and administrative expenses,
‘ although at least part of the ventil cost should have’'been so' charged.
" Since PSR moved into its néw quarters on Prospect Street, Stam-
ford, Conm. (March 1961), the rental of $700 per month" ha,s been
allocated to all projects, including administration, on the ‘basis:of an
estimated percenta«re of the total space requu'ed for each pmJect for
a-given period. .
" For the pemod J uly 1960 through March 1961 the rental cost of the
Washington -office (Munsey  Bldg.) - was $1,270, of which APproxi-
‘mately $100 was- charged to grant RG-7025- and. 9}51 170 to general and
administrative expense. - Accordmg to. the pre81dent of PSR, this
office was maintained subsequent to the. termination of its only em-
‘ployee ( July 22, 1960) for use by PSR officers when in Washington
. on business.. He stated that PSR had considered hlrmg someore else
.to head thig oﬂice but later decided to closeit. - -

From date of incorporation (July 1959) thr ough December 31, 1961
PSR did not request a rent item in any of its-grant apphca,tmns, in-
.cluding applications for the renewal of grants, despite. the fact that

rent was conmstently psud dlrectly from grant fu'nds '

“Travel expense: ‘ : Tt

~Based on'a sample test of trave] expenses of'PSR employees, no
Jnstances were found on duplicate travel charges. Tn several in-
‘stancestravel expenses were incurred for the purpose of attending pro-
“fessional society meetings which do not a,ppear to have a dlrect rela—
“tionship to the pr()]ects charged :

-.Empeﬂses mcowecﬂy tfreated as d?/rect aosts T -

- Maintenonce andirepair—TFor the company 3 ﬁrst 9 months endmrr
March 31, 1960, the PgR books showed that approximately $187 was
incurred for maintenance and repairs. Of this amount, about §140
was for cleaning of the premises occupied by PSR. The $18"¢' wag not
charged to general and administrative expenses but was charged in-
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stead to NIH grant RG-6073(R1).  In'subsequerit periods, mainte-
nance and repalr expenses havé been charged to various project ac-
counts and to administrative expense on the bagis of “reasonableness.”
_ Books, subscriptions, and magazines~-NIH policy provides that
. books and periodicals necessary to the conduct of an individual re-
search project may be purchased from grant funds. However, grant
funds may not be used for the purchase of books to be placed on li-
brary shelves for general use by staff. Direct charges were made to
grants RG—6073(R1) and RG-7025 for such general reference ma-
terials- as a private secretary’s Encyclopedia Dictionary, subscrip-
tions to New York Times and New York Herald-Tribune, and the
Statistical Abstract of the United States. _
-Miscellaneous chargyes—A review of ‘vouchers selacted at random
‘revealed that such items ag hand soap, toilet tissue, office supplies, ac-
counting supplies, light bulbs, paint and paint roller, and paper tovwels
.were charged to NIH grants RG-6073 (R1) and RG-7025.
* The expense incurred; $187, for moving from 65 South Street (old
location) to 91 Prospect Street (new location) was charged-to NIH
grants RG-6078(C1), RG=7025(C1), and B-2875. SR
Miscelloneous unallowable expenses - o s
- Expenses for entertainment, meals, refreshments, and parties may
ot be charged against.a grant account under NIH policy..
.. NTH grant RG-T025 was charged with $55.11 as “meeting expenses.”
This entire amount was spent for luncheons. and. dinners, for.which
PSR employees were reimbursed. NII grant RG-6073(R1) was
charged with $7.50 as “registration fees,” when the expense wasiac-
tually for a luncheon for which a corporate officer wag reimbursed.
Approximately $82 for luncheon and dinner expenses for PSR-em-
ployees and job candidates were found included in the hiring expenses
charged to NIH grants. T e

BExuIBIT A —FBwchange of stock, Dunlap & Associates, Ine. (D. & A.) for Public
Service Research, Inc. (PSR), June 29, 1961

Dunlap &
Stockholder Title PHE shares| Assoclates
exchanged 1| shares
received 2
Dunlep & Assoclates, Ine..._ . 2,000 |
Jack W, Dunlap.__...._ - _| President, Dunlap & Associates and chair- 300 780

man of board, P .
Ralph C. Channell ... __.__..____ Executive vice president and a director, 300 780
Dunlap & Associages; chairman of
%osaﬁd, Clark, Channell, Inc.; a director,

Herbert H. Jacobs. cooermmmeeeo o Vice pz'-esident and a director, Dunlap & 800 2, 080
Associntes; a director, PSR, president
of PSR until December 1961.

Alvin M. Miller. oo ooocemee Treasurer, Dunlap & Assoclates ... ___ 100 260

Donald B, Payne._ .o ..___... Secretary-treasurer, PSR __ . ___....____ 100 260

Robert J. Schreiber oo oo . President and a director, PSR, since 500 1, 300
Decamber 1961,

O P 4, 100 5,460

1 Zource: PR stock record book.

2 8ource: Dunlap & Assoeiates’ books of account.

3 1,000 shares (160 Jack W. Dunlap, 150 Ralph C. Channell, 400 Herbert EL. Jacobs, 50 Donald Payne,
250 Robert Schreiber) issued on Jene 28, 1961, the day prior to zDunlap & Associates acquiring outstanding
minerity Interest.
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ExuipiT B —Schedule of .funds maede gvailable to PSR, by source, from )
mcorpomtmn o Dec. 13, 1961 )

Soures - .. | ‘_ " Pertod of grant '_ .- | Amount. |Percent
NIH - T - ; o "

‘RG—EDTS(RI)__..-..__..-__- _____________ A]Jr 1, 1050, to Aug. 81, 1660 _loio... $86, 020:00

RG-6073(C1) .. -3 Bept, 1 1960 o Nov. 30 1061 _ 84,953.00
?02 _______________ | Deec. 1, 1959 to Jan. 31, 1961 ___________ 98,644, 00
BG-7025(C1) .| TFeb, 1 1861, to JTan., 31 1962 e 46,142.00
—2875, amee - -| Bept. 1 1960 to Ang, 31 1961 15,464.00
B-2876(C1) _| Sept. 1 1961, to Ang. 31, 1952 : 16,872.60
-3066__ - | Jaa, ItoD ec. 31, 1961.“_-_“_____-._,- 7, 475,00
R ~| Meay'1l, 1961, to Apr. 30, 1962 . ____ ‘4, 026,00
d _________________________________ 223,087, 00
_ 35,9600
Total i _ | 378506.00
Other Govermnent gmnts ancl contracts : ' N o i
_________ iz Oct.14, 1960 to SEIJt 14 19620 Wil 410,813,900 L
HEW EAph 76903 2| Sept; 15, 1660,:t0 Apr. 14, 1961 —| - #37,191.62
HEW 8Apk 76970, S 1961 o June, 1962--- 0
1) APPSO RSN SN R £8, 005.61
{Other sourees: e R T i
Paid in eaplta] and su.rplus ........... - Lo 8,200,00
Dvimla:?l & Associztes PO G2716, Mar. U A R Y 800. 60
to
Kalamazoo Fou.udation, June 16, |---.- i fwniiooeot - 15,000.00 |-l
1861, to Feb, 28, 1962. ’ - ’

.- Bale of selt-sponisored research data ... |--- : R 4,560.00 |-
Total. - : PRERNIN ISR felibwenni 2 18,560.00 | - 41
Tnﬁﬂ o il SR S.io] 44518161 [ 100.0

# Tota] pant, $13;744.

3 Tgtal grent, $30,716

18 Tots] grant; 11 928.
: .4 Total grant,

$28
" '8 Total contract, $37,390.
§ Total eontl‘act, $31,304, :
. ! Total amount, $20,

Soures: PSRgenera]ledgerandganeral:om'nal o ._ ’ i




ADMINISTRATION OF GRANTS BY ‘NIf 59

- BxEmrr . mSGheduZe 'of equipment items budgeted and procured by PRR wnder
: NIH gronts RG-6078 (Rl) and RG—'?G%

© RG-6073(R1) RQA-7025

Item 1 Budgetrequest | Procured _Budget request Frocured

Num- | Amount | Nuin- | Amount | Num- | Amount | Num- | Amount
ber 1 ber ' - her ber :

Various lnstruments and

®

Typewriter platform
‘Wastebaskets .-

1k Hoard. S
Manual typewriter_-_._.l..
Calculator stand...
Ttems under $10-.

-Total___- ........ A 13 3,800 62 | 5,001, 90 10 6,283 141 | 3,545, 50

1 Not specified.
2 This item elassified as &' dual-control brake is only item net office furnitura or fu.m.[shlngs
-3 Does not Inclade various Items costing Jess than $10.

"_Som'ce. PSR grant app_licqtluns and expernditure reports.
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Exuisir D.—8chedule of. PAR. selected  adminisirative time (director or. stook=
holder meetings) charged to NIH grants:and -other projecils

Date of mecting Time Person for whom Hours Projeet charged
i started1 | ‘charged charged 2
Tuly 6, 1959.. £:00 pam__° 714 RG-607T3(RL),
C . i Ty © 744 RG-B0T3(RL),
Nov, 12, 1859 10:30 8.1, - 8"} RG-6073(R1}.
Mar. 21, 1960 10;00'a,m __ -8 | RG-6073(R1).
May 8, 1960 g:30am.__. "8 | RG-7025.
Dee: 23, 1960_ J9ldamil "8 | RG-7025.
§ | RG-7025.
e o & | RG-7025. " -
Bept. 23, 196%. . ooc.o ol | %00 a.m...| Herbert JTacobs__.__... i E%ﬁﬁﬁg&gﬂm :
R B . . Donald Payne.. ... 8 VRG'V—7025501). N
Robert Sehrefber.. . R e

“1 The minute book did not record the time of adjdurnment.
? Repiresents fotal time eharged for that day.

- Sourece: PSR minute book and-time iand payroll records, - - -

Exuisti B—Schodule of double salary paymcits from Qoverniéent funds to a

“.0 PSR officer ..
o ; Balary charged to” " (" .| Indirect
“|Consultant | * NIH grantsi” ' Leave “cost )
feo paid AR s ““charged | allowanes
by NTH i Coor o o NEH | on salary
) RG- "RG-7025 | grangs? C) 0 and
BOT3RL)Y [ L  leave 8
- 46, 65 $06. 08
6. 55 96, 98
Aug. 310, 1860 4, 6..65 06. 98
Aug 11, 1960 4_ 6,55 96. 08
Aug, 12, 1960 4. 6. 56 94,98
Jan, 4, 1961 5__.. 6.:50 26, 98
Jan, 16, 1961 5__ 3.77 48, 68
Fan, 11, 1661 5__ 6. 55 96. 68
Apr. 26, 1961 5 ool 655 96. 98
b
Total c e eeecuna 56,17 824, 82

1 Represents total salary cost of official recorded by PSR for that day.

2 Computed aceording to P8R’s poliey of accruing leave on basis of direct salary charges (0.084 X hours
of salary charges X salary rate).

3 Computed on basis of 15 percent allowed by NIH.

1 NTH consultent fee paid for official on fleld trip tor N1RH.

& MTH congultant fee paid for official serving on study secticn panel.

¢ Continnation gramnts.

gonree: NIH pavroll records and voushers; PSE tims and payroll records,

—
p—









