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Chapter One
 

The Purpcse and Scobe of this Report
 

The device of a contract between the Government of the United States 

and a private or public organization can become a powerful instrument for
 

achieving the nation's purposes in foreign assistance. Boldly conceived, 

sympathetica1-y operated, properly organized and controlledA, the contract 

can bccoze a wide channel for sluicing the skills and strengtb of a multi

tudP of private agencies into the service of the Government in one of the 

most difficult operations the Government must carry on in the Decade of 

Development: helping the underdeveloped nations to reach the point of 

self-sustaining economic growth.
 

The United States is a riighty nation; and its strong Federal Govern

ment is, of course, only one of its sources of strength. The United States 

is rich in institutions: a vast wealth of private bjusiness firms, skilled 

in every productive nd distributive enterprise; more than 2,000 univer

sities and colleges, many of them among the finest ii the world, with
 

unparalleled experience in research and education; large numbers of well

trained and educated individuals, organized in sulall consulting f.Irms and 

organizations offering management and technical skills of almost every type, 
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arid ma,,r with overseas experience; 
a large number of piivs e fo-nea: ions,
 
u.yVoJu . organizations and Professional societies, motivated toward 

philan t.hropy, or, humanitarian service, or toward advencing human pro
gres.3 in n1ioncr, art, teel-o]0ogy.
 

Il tic ve1Y 
 flvat announcements of both the ,Marshall Plan and the 
Point Four Program, the Government stressed that these new 
operations vere to be more than just a Government activity. "he whole 

"nutlon 
:as aked to participate, both through contracts with the Govern
ment aid tibrough continuing and expanding the large number of private 
projecto and activities in fo'e'gn countries which business firms and 
non.-profit organizations have been cariing on overseas for many decades. 
The privat[e forerunners of Governmental economic and technical assistance 
overseas had already developed a long and impressive history. 'he new 
Government programs i43re intended to provide a neu leadership and sl im;lus 
and aiuoh larger source of financial support, but they were not intended 
to be tn exclusively governmental performance.
 

;:n the intervening years, 
 the conception of the GovernmentIs progran
 
bein, but the spearheadas of a broad national activity has grown blurred 

,nd Led ed .ianv- p lvately financed programs have, of course, continued; 
the -ivi Acts of Congress have repeated the call for large private 
pa~tcI. :at,-~, .id ,he foreign assistance administrations, from TCA to 
,'OA to [A , have all financed contracts for work to be performed by privatq
grnr.' oirer.; n&n But what havewe achieved Is limited and occasional 
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private participation rather than the large-scale marshalling of the
 

atjon s insttltional resources that was foreseen and that the size and
 

character'of the problem require. 
 " " '
 

A.. the ame time, an'almost ludicrous ineptitude' "s fallen upon the
 

administration and use of contracts in and technical
the' economic assistance 

programs, .The contract operation in ICA hai acquired a baa rep tt . ;on. 

The. agency is bitterly critical of its own methods of negotiating and 

,iministerin' ctracts. Literally no'one in I'Ais pleased with the pre-

Yent or zation and procedures not even the staff directly responsible", 

making and"auperviving t The regional directors feeor.r .. contracts.0 acts ' °he" of ICAICA feel ,,..; 

,hunted.s. e and have little control over the major contract decisions. 
"forprograms in the countries of their region. The 'ffr: ounr.ensTh ddirectors ofo Y 9~cunr.Yrs 

'missions comlain' of the failure of contract provisions to meet prograir,
 

"needs 'and, most of all, of the inordindte delays in getting contracts
 

,,igedand persomnel on the job. It now usually takes approximately twelve 

,.months to select a contractor and negotiate a contract. The time between 

-the initial request of a country mission director for the assistance he 

pects from a contract and the arrival of the first of the contractor's 

men is often three years, and not a few cases have required four. In turn, 

.the private and university contractors are bitter, almost savage, in their 

,-complaints about delays and about what they insist is a cold hostility in 

,,ICA toward contracts and contractors. These are symptoms of severe mal 

organization. and defective procedures. 
J" i4!. 
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The Presidc; 
tL's Task Force on.Foreign Economic Assistmice has
 
asked the. authors of this report to study the contract operation and
 

reconImcnd 3pecific adlini,3trative 
 s'ructures and procedures to enable
 
the nn-if Agency for International Develop;ent 
 (AID) to theuse contract 

nbstriunent effectively; 

To be really helpfitul, ve feel, we should do more than state a few 
general pr.nciples or sketch the barest outline of an administrative 
organti, rlon. 
We shall therefore try to be quite specific and reason

ably detailed.
 

A good idea can be destroyed by poor administration. 
The ablest
 
personael can be frustrated by such things as separation of responsibility 
for res 0_ts from control over the means to'achieve the results, And yet, 
in so complex and subtle an activity as foreign cssistance, adequate top 
d rection must be maintained, and agency-wide standards and policies to 
control the contract operation must be able to provide guidance ,4ithout 
interferir)g with speed and decisiveness. We do not underestimate the 

difficulty of our task.
 

report will considerThis first the place of contracts in the 
.oroA an;c_ :,,n tncnc p ';n. .in an effort to moresee clearly the size 
old cha-octer of tho- operation that we must provide for. We shall then 
recoorxw.nd 
an -d.:istrutjve structure for the handling of contracts 
both fo th, -,L.s. ufface -.nd the country missions. Here we
 

1 1
o3*11. VISe:'u ,o th'2 ex-n.) to w;hich the authority to enter into 
contracts :5hould be delegated to country mission directors, as well as 
the pos.., bii tv of C.n't,'x1 t1he number of 
 - . t-b-cntered 

http:recoorxw.nd
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into by host governmants themselves, with AID assictmiao and fLiiancing. 

Next, we shall recommend arrangements for marshalling and developing 

contractor resouxces, so that AID may have an adequate -nber of 

available contrerntors whose capacity and willingness to accept particu

lar contract responsibilities are Imo1n. The final chapter will 

recommend the changes h-i procedures for contractor selection, contract 

negotiation, and the administration of executed contracts that we hope
 

wtill substantially reduco delays and free the contract device to make 

its appropriate contribution to the AID programs. 



Cjnrtor Two 

TL: eL"]of Conrjt Th porecgn Ast.I!, n e 

In the first qwu'rcr of 1963-, iCA had 747 active contraits for 
operations in 65 corizjc on which a litUle more than $370 million had 
been obligated.° Tho nunbei 747 is somewhat misleading, however, because 
it includes 288 contract-s : r'primarily -hicPwith individuals, and the 

largest ntber of tc.'.j a.e f' :-terreter sorvices Subtracting the 

contracts with individuals, which rai,50 few of the problems with which we 
are concerned, thc toLa). is rcduc-d to 459 contracts in 65 countries, with 

total accumulated obligations; of slightly more than $360 million. 

That the use of contracts i:3 incroasing is shown in data furnished 
by the Director of the Office of Contract Relations, That Office processed' 

608 "contract actions", excluaivc of USOM-ex.cuted contracts and contracts 

for interpreter service,,, in fiscal ycu-1960; 827 in fiscal year 1961 

(up 36%); and estimates a further :cr,25, of 21f to 1002 contract actions 

in fiscal year 19o2 Although <Jmatcs are not available for 19b3 or 

subsequent years, if this rat. of Yncic'as., continues, contract actions in 

fiscal year 1965 wil. De double the nrmber processed in 1961. To meet 
the incroast D:I:;.: ha, ruquested authorization to add 

15 contract mtaoers to the 19 alreaoy employed for a new total of 34 for 

fiscal -Lyear . 

Another y to ex'uine the probablc increase in the use of contract 

services is to compare the number of contract employees with the number 
of ICA direct emplo7rees, and est:iate future trends. On January 31, 1961, 
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_5200_Americ4ns were serving oversee: ii various nrojirnm onnrnnties. Of 

these, 0800 .Yere ICA employees,( .8Or.Y-c contract employees and 50 were
 

technicians secured from other Coc,, ;,a;gencies. ICA employees repre

sent 55% of the total. One ICA ofifice' estimates that the new project 

funds for Tropical Africa will cause a shift i the balance between total 

ICA employees and direct mim, w that they will be about equal in 

number by the end of 
 .. 196?. nirend that the percentage of contract 

employees wil.l con i nue 41o r.'i.se in f iscal year 1963. He also estimates a 

considerable increase in t:m i ,of contracL personnel in Latin America, 

where 500 additionj,. enutreel iches end technicians will be required 

during the ne:xt tWo ycar ece:ilar 1,o e1x, 100 now employed. He anticipates 

that the contr.rt, iuloy--.div.e t e,,oy-e ratio will become about 50-50 

in Latin Amrica ui i:hin the next two Years. 

It i clar, therefon>, that even under present policy the world-wide 

shift is tou.ar0Y ( .1 rC' unc of ..nt, ciemployees, and the trend is 

likely ;o ,- Uov, oviu l y, sizc of theaccNla . the operation to be 

anticipated vill strongly Influe,.ce th. decisions beto made on organization 

and procedure. An admini strative structurc for a small and incidentai 

operation is likely to be markedly different from that required for a major 

op~nt~oii thur pen cat en thel whoc c xThAgeincy's activities. 

h'L.1,he Cnntracts nt PAl1? 

Tho reasons 'or using contracts in the AID programs that are usually 

given by the ICA administrators run as follows: 

,. There are severe shortages of qualified personnel for these 

overseas Yoprlc-s". ?N ny ,ochnU. s and adminiscrators who are unwilling 

http:Influe,.ce
http:contr.rt


to terminate or d7isrupt their professional careers to eccept Governraent 

employment may becomu available for work in the program as employees of 

a contractor.
 

2. A contract can bring to the Government the resources of an 

entire fimp or organization - top professional supervision and direction 

and a "Technical Term in Depth" of engineers, economists, public adminis

tration experts, or otha- professionals, capable of tackling the whole 

of a complicated set of operations from planning through complete execu

tion, and already geared to work in harmony as an organization. 

3. In some situations a private contractor may be able to initiate 

operations faster alid place a complete team in the field more rapidly than 

a Government. enc$ can recruit personnel and make them available. 

4. Fov construction injobs particular, the Agency may not be 

equipped to do the lob at all and may be eager to turn to an experienced 

construction orgnnization that already employs a battery of architects, 

designers, engineers, builders and job foremen accustomed to working 

together. 

5. One of the major tasks of the international development pro

gram is to establish or improve the quality of educational institutions 

ov 'rseas r and [-mcricun universities are for better experienced than the 

Gove.7men,. of thc United States in the business of up-grading the per

foJ.lnanc2 of a f-cIity Ja research and education. 

These are pevsuasive reasons. But we are struck by the fact that 

they defdne. rather narrily what we belie e should be considered in a 



th' wider "'frame of reference. In fact, we anticipate that the 9tor ..
 

7,of events in the underdeveloped countries during the next decade,
 

<and the changing ~ c tir of the-fortign assistance program itself, will
 

..@ompel 
 a much iarger and broader use, of the cabract instrument in the
 

future ,than in e past ho this be so?,
 

the first place, the foregoing enumeration of reasons for using
 

,onrcsalready. miisses. . . *. -the .central. point,*• . .. ' ' i
. .. , , . . . Contracts with business: i 

, universitis, foundationa 'and other organisations are not some- .•. 

.hng "the ncy is compelled:to fall back upon because not enough people
 

"aie direct 'Goverment employmentandbecause contractors
 

usually more faster than theGovornment can. 'Contracts are. iportant'
 

to AIDbecause.. as we stressed 'inol enar-is-repor. h.
 

channel throughlhich the. Government can marshal the mutual efforts of 

the 	whole'broad spectrum of the Americats d p les of th1 . .	 • 

menat in cooperating wth the governments ad peoples of the uerdeveloped
 

,countries., The very fact that.the society and economy of the United
 

..- States is not a centrally organized and directed monolithic, structure •
 

but is a rich pluralism of public and private instituions, pablic and
 

private capital accumulations, public and private aggregates of men
 

-conducting complex operations, argues eloquently for employing a cross

scino'hsgreat pluralistic structure the major tasks that'"Sctoinof% 

tthe 	President has defined for the Decade of Development, instead of-rel

n the bureaus and their personnel alone. It is the
 

oweal h erican institutional life, and not alone the money we can 

71-	 
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for foreign assistance, that constitutes the 

richest aet the United States can make available in the effort to 

help l ri 0 iunderdeveloped countries to develop their social and 

afford to appropriate 

It ivi-:J iou be easy, of course, to devise methods for marshalling, 

so manyi institutions md orgnnizations into the service of this pro

b lua and .I stliL ret7itin f.mly in Government hands the authority and 

capo(,Ly -to 1in.de and direct the total effort, but we are convinded it 

can b: Jonu, 'Id we give specific recommendations in Chapter Three below. 

A gecond rct_,,;on for. vnticipating a substantial growth in the number 

and range, o. contracts to be used by AID has developed only recently. 

The Prcs:ident has rocommended to the Congress a set of now concepts for 

the dcve]ovvn-it assistance effort. Prominent in those concepts is the 

policy thai, AiD will assist each cooperating governmaent to prepare an 

'ovrer~J .intw,;rated develo.nent plan ... in order to avoid a piecemeal 

apprac'chi' Foi-'eALn assistance is to provide "long term support for 

dovoloyipent DJ uins created by the less developed nations themselves/" 

N[ot mo;.re than a hand'ul. of the less developed countries today 

have the pco onneJ or the adrirJistrative organization to prepare such 

.c,17oneni_ o.°,c, government can 

more compl)ex and d&-lTicult to performi. Technical assistance on how to 

. or Fw tasks that a undertake are 

develop pograms for i;,Uding econonic grourth therefore becomes itself 

on" oU 1, major forms of assistance AID muot give. Yet, there are 

cornpel~hg r:en~s~~c~n why AID should not attempt to give this kind of 
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assistance throu,7h personnel employed directly by the .gency. 
Direct
 

participation in the host countryts dovelopment, programing by U.S.
 

Gover,-nfnt personnel who are 
supervised and directed by the American
 

Ambassador and the AID country mission director may involve the Govern

ment of the United States altogether too intimately in some of the
 

most sensitive internal operations of the host government. To progam
 

economic growth means to allocate scarce resources; to choose between
 

taxes, regulation and subsidy as instrunents to achieve particular purposes;
 

to decide whether agricultural develornent should be p-eferred over
 

chanelling capital into industrialization 
- to mention only a few of the 

sensitive decisions that each country must make for itself. 
Pssistance
 

to these countries in developnent. programing must, therefore, be given
 

in such a way as to minimize rather than maximize the danger that the
 

assistance and advice given will be suspected of ulterior motive, will 

be resented as an invasion of national independence, or will become
 

an issue 
Lo be fought over in domestic politics. This kind of assis-

Lince can probably be better nd i-ore effectively given through contracts 

by AID with institutions m±nd organizations that are equipped, or can 

equip themselves, to give assistance in this area. The American 

AzJba3ssdor ant! the United States GoverrLment personnel for whose acti

vities h-, is responsible should certainly not seek to be prominently 

identified with the making of such decisions. This is a sensitive 

process close to the heart of national sovereignty. ihere are sure to 

be cynics and skeptics (not to mention our enemies) who wIll deride and 
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challenge tho motives of the United States in giving such assistance,
 

no matter 
1Through what channel the assistance is given, but it is the
 

part of wisdomi to give such cyniics and skeptics the fewest possible
 

h'!.ndles to grab hold cf. 

Even a contract with a firm or foundation to provide such pro

grarning assistance, where the contract is financed by AID, will only
 

partially separato and insulate the Government of the United States
 

froi apparently Improper intervention in the programing process, but 

this dgi'ee of separation may make a major difference. We should 

cnphasize that it is not alone the use of the contract device that can
 

provide the separation to be sought; 
a great deal will depend on who 

are thz parties to this contract, and on the administrative relatins 

that aro to exist between the contract personnel overseas and the American 

Ambassador and country mission director. 
We shall therefore return to
 

these points again when we discuss these administrative arrangements below
 

in Chapters T11rce and Five. 

There is an even more persuasive reason, however, why the United
 

States Goverririent would be unwise to give technical assistance in develop

maent p)ograming dircetly through U. S. Goverrnment personnel. If officers 

of the Government of the United States play an important part in formu

lating ;. deolomucnt program for a given country, the natural tendency will 

be for the host government to feel, quite honestly, that the United States, • 

has Orcady tpproved the development program thus jointly formulated and 

in therefore in a real sense "committed" to help carry it out as it 
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ands The subsequent freedom of action of the United States becomes
 
3J
 

e curtailed. Changing circumstances may later make the United 
,States extremely reluctant to help finance or construct Particular projectsor aotivities included in the program, but a refusal to do so would thengiri.to'"take on the- aparance 'of " - .. .,, a,,e .bad " faith'' We must rememberyitoo,.that 

-- '. e
he.US, ..Government economists .and engineers who" would be giving assist
cneisuh development programing cannot readily transmit detailed 

atin 2to Washington -(for re~view and advice)- an 1y"rk., The 

'program that rsult
at.. r amay t ereoe includeo , .. . ...... . 

from what AID -i s .p ared o h l i a c . . 4 fromwhat finance,'I~ 

so'm oj,;ss me pr 8 uite fa 
T r " " " ;" . 
The program must be the 

." "'?:" ': 

host governmentIs program formulated 
. . . .. 

with the assistance of foreign 
' . . . . 

.experts, and not the program of the United States, What this opera
ion. will be seeking primarily, is to train the host. government officers 

theprocedures and techniques of development'programing. Inevitably, ..otherefore,the United States Government cannot possibly 
, 

assume that ithpy w every development program or project planned by the 

,roverseas 'governmentmerely because United States personnel have helped
 

,.organize.
the process and train the planners.In sum,, there is every reason to anticipate that AID will want to *2 

'finance contracts under which suitable private organizations in the 
United States may cooperate directly and intimately with host govern- ' 
"ients in the 

. 

of develoent programs, andbiine g eveon andsild in the building of"' inistrative agencies '.,
and.skilled personnel capable of making develop. 

programs. This is likely to be a substantial activi to be carried 
pr 

ataaciiytbe'ard
,-- . .. . I,' 2*" I>..,. 

~1, I~ '*~ 
e: 
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on in maty couutries, and the needs of this typO of contract work must 
be k.ipt. K nind as -.e consider how AID should organize itself
 

to hand1h the 
contract operation.
 

A 
 n fiK.t of considerations will probably dictate that contracts 
rthn* tbi direct employment be used for giving technical assistance in 
the : .it~,~i(:l, -n d admini-irtration of Land Reform progr qas. Mhe dmocra

,-tI .'!;tm iwie l.ora!o:. eqlaivalent) to what the Cormunists csl) "Land 
llcformd ,ueans tho distribution of agricultural lands in units of appro
p.,ate ,conoujc sizc 
 to small farmers; plus making credit available to 
the 11n1:om c a..choueho p the lands fcr obtaining machinery, livestock,
 
rocd amd,:7',i(izer; 
 plus the extension of technical assistance to the 
farfmc8 en 13 t, ,.O uc~y elop sound farm plansf n r ct , L ey may d e opv d and introduce good 
techno)or, -int their farraing, Land. Reform is not just land redistribution 
(as thG oimunists are discovering to their cost); it theis establishment 

of. 1firej.Y, onship between the farmer and the land. AID assistance
 

too host iii.nent.in Land Reform will, therefore, 
 have- to in. lude 
advoo on hou. through fair and democratic means, large acreages of arable
 
lnd enn be acquired 
 and made available to numbers of small farmers, as 

-x~:(ln3 in ens'abl.shing supervised agricultural credit systems, 
and in 'rdhu-E nc supcrvisors uho can help the farmer-borrower to develop 
a sound x..i plan for h..s holding; as .well as helping the government to 
locate (.vcy efton by borrowing from the United St-tes or Multilateral 
Devlo.r:i.oc ;t Banks) the capital to oe used as a revolving fund for such 
loans to -:U, faxmers. Now, the important thing to note is that the 

http:Devlo.r:i.oc
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'United States technician' at work in Leand Reform will never be able to achieve
 

"ese complex results by serving merely as .consultants or advisers. The ICA
 

experience with pilot Land Reform programs in Guatemala and Bolivia, to cite
 

,only
two examples, makes-it clear that the foreign .technicianmust be able 

to assume a. position of responsibility within the Land Reformzand Credit 

,gency of the host government, making dicisions, drwiig-upprocedural regu

1atians, and even approving and disapproving some loan .applications.. In. 4' 

,this kind of work.,the most effective way to teach is to join in the doing 

with the host government officers who are learning how to do. "The technici 

imupt, therefore, be,in position to undertake these highly sensitive respon- . 1 
iibilities as working officers in a Ministry of Agriculture or in an
 

, -d H 
 therefore,

Agricul tural.Bank Here again, therefore, we must seek to protect 

-1IDfrom the charge of treading upon sovereignty and interfering in. local 

sensitive operations.' The answer to Castroism cannot be a Land Reform 

operated overseas-by U. S. Government personnel under the supervision of 

"'the American Ambassador. There is real hope, however, that the answer can 

.,be found in AID financing of contracts wJth private agencies that the host 

'government has helped to select, whose officers will work Jointly with 

host government officers in establishing and operating a.courageous Land " ;
 

Reform program. .' 

V 

We ma.not need to multiply these illustrations of activities that we
 

eilieve will compel a much larger and more sophisticated use of the con

tract instrument in the years ahead, but at least one more activity needs 
-. rectiyt e eto b spcialy ephaie. In December 1958, teCuclo h 



-16-

Organization of JIerican States adopted a resolution in which it pledged
 

the assistance of OAS to efforts to improve the quality of research and
 
teaching in Latin American universities, and to the establishment of
 

*regional universities to supplement the educational resources of individ
ua countries. There is much to indicate that the universities of L,itin 
America are ready to enter upon a major era zf ducantJnnal Improvement.
 

They al:'eady possess 
 a great cultural base on which to build. But large
 
resources of funds 
 and trained teachers must be made available if the 
effort to formulate end execute national an,' regional programs of educa
tional growth is to have real chance to succeed.a OAS wants the assistance 

of AID. AID will almost certainly not be able to give the kind of assist
fince that Latin America here 
 invites through the few faculty men hat AID
 
can lure from their educational posts into 
Government employment. Technical 
assistance to improve the research and teaching practices of the Latin
 

Amcrican universities 
can be far better provided by the universitie., of
 
the United States 
than by AID. The function of AID should be to finance
 
the contracts under 
which large numbers of the vniversities of the Americas 
can cooperate with each other in this effort to strengthen the educational
 

facilities of Latin America. Ihe Uo S. universities are discovering that 

they learn as much za, they teach in these cooperative programs.
 

Although Th- initiative 
of the OAS Council makes this opportunity 

particularly J i i"iatC in Latin America, parallel opportunities exist 
or can be developed in other regions. oad assistance at the university 
level is not the only requirement; major programs are needed in elementary 
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and secondary education to pieparo the students who will be equipled to 

benefit from university study. In this area of activity, "sensitivity" 

is not the major source of concern - although certainly the nations.are 

sensitive to outside intervention in their educational policies. The
 

compelling reason for using contracts to achieve these purposes is the
 

fact that the universities c.,i An -ar letter than AID the things that 

need to be done.
 

And, finally: The deepening of the Cold War is creating a growing 

reluctance on the part of many governments in the underdeveloped part' 

of theworld to accept technical assistance from either the United States 

or the Soviet Union. The acceptance of aid tends, in the minds of some 

government leaders, to identify them with one or the other of the major
 

antagonists. It is, of course, the "uncommitted" or the "neutralist" 

nations that reveal this attitude most clearly, but they are many, and 

the roles that they will choo-c to play will have a profound effect on 

the futui-c of freedom .inthe :rld. During the last six-or eight years 

many of these governments have been increasingly turning to the multi

lateral technical and economiic assistance programs for the help they 

aro< O\.n, rcd.uctant to request from either the Soviet Bloc, or the 

Uni*Cd St!-to., 'Ifthe nadtilateral agencies were adequately able to 
gi~cthe -- .... i t 

gi,-,uthe rucui -- tanc., this might not be an eoinouv development, 

although c: United 3tates would stand to lose much as a nation if it 

could no 1cr zer afotccvely play the role of the good neighbor in cooper

ating with less developed countries to promote their economic growth. 



The fact ik, hcmcvor, that although several of the multilateral agencies 
con prowi 0:. :apital for economic development, there exists no adequate 

t teehnical assistance program that can substitute for the 

bilater,jl ,, o.
of the United States. 
This is not the place for a
 
dcta:l-0, ( ,I
, 
 of the strengths and weaknesses of the "Expanded Tech
.td-caj Af3.i .tfIr> ) lt2.ograinO, oT the -U.N. For .presentpurposes, it Pay be
 

.I..
.t... 
 hadministrative and financial structures of
 
the UJ., p~oc,,a. make it impossible, and probably will do 
so for many 
yeoro t cc'ImIj £oi the less, developed nations to receive from the U.N. 

ui.
i. vloo., xide-ranging technical, assistance for economic develop
ment ths ' , .quireo The Expanded Technical Assistance Program of the 

3.,a and unwieldy administrative structure, in which nine
 

Sp0i.fti 17e,.0(1 
 &ies and four Coordinating Offices struggle together
 
i.t2owt the m.:Iying influence of a common administrative director. 

... vt-'r . at present no foreseeable way of increasing the finan
cial sl .,.
i:.t program substantially beyond its present scale of less 
.hti :o
a. per year (for all 70 countries) without requiring the 

Ufnited , i. (ontribute almost all of the increased funds. Even if 
U.,, ioro, ur![l;ng to increaso.- its contribution to the Expanded Pro

<.T' toO 7,170A ,.1 c(,et, a program that is not multilaterally financed
 
mJalu.t o acmc, ;A) be mu!ltlateral in fact. The U.N. program does 
pro."'Ao mA1.w).- :'1.6o111. p;'ojects and activities in many places; but the 
free o.v':.
arol Iook hopefoITy to that program alone for the furnishing 
o..
ov deguta to','.ac;, sristance to the underdeveloped countries.
 

http:to','.ac
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It is theobi2' '2'al progr:,m of the Jnited Utate;, therefore, Ihat 

must so re-structure itself as to be able to furnish, inmore accept

able forms, the technical assistance that some of these nations grow 

increasingly reluctant to ask for but badly need. A broader use of 

contracts which run directly between the host government and private 

organizations, even thouglh financed by AID; t--z- -ii.-ially 

help to solve th uje problems. 

This cooling temperature in international relations is gradually 

converting additional areas of activity into "sensitive areas". Public 

ati:inistration is a sensitive area for technical assistance in some
 

countries; in others it is ta, and tariff reform; in others it is
 

mineral explorat.lon and exploitation. Such insulation or separation as
 

the contract device can provide can make feasible many activities that,
 

,are becoming increasingly difficult to carry on thru persons employed
 

directly by the Government of the United States.
 

These, then are the me'or considerations that lepd us to believe 

that. AID -will wan, to use the contract instrument in the future over a 

much lurg' ru: nge of activitics than in the past. These considerations 

n-hiW. Lo.:,L the need for making the contract instrument a much more 
.ephisttcated operation than in the post, and one that can respond far 

0o:r.e ind pereeptively to the specific needs of specific programs1.:k.'Il 

, ;i,,1J'i c countries,, "'he fo-in of organization and the pattern of 

contract policy and procedure that AID must now decide upon and 
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establish must enable the Agency to deal with the lai-ge volnrie of
 

contract business thai 
the foregoing considerations suggest. If con

tracts are to Berve the purposes of AID, the structure and the procedures
 

Iust be tailored to fit these peculiarly exacting requirements. 

The Disadvant, eas of Contracts 

Contracts also have their disadvantages. The -rf,adm1n's-rratv T~uuv d 

tionc we shall makel, and any alternative proposals that are considered, must 

be tested by their ability to surmount or at least keep under control cer

tain disadvantages that are inherent in the attempt to carry out a governmen 

program through the use of private contracts. 

First is the obvious fact that each contract introduces a new party
 

into the transaction  the contractor and his organization. In-the case 

of a project administered directly by AID, only AID and the host govern

ment ngency must come to a fL111 understanding end accommodation. Tn a 

priJect acmhiisto-trnd through a contract, AI, the host goverr-ment agency 

and the contractor must all reach this common undersfanding and accommoda

tion. Ample experience 1hows that this is not an insuperable problem, 

and t-,(, anevowu introduced may more than compensate for this intro

duction of , t pjir'-,--butt the contract procedures of AID muet be aware 

of thif tactor an provide for it. 

A m'or'o o V.,idanger is the fact that if several major operations 

in a riingle ccn.-{ are to be conducted through contract, while other 

operations go fxrward directly through ID personnel, there has been 
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introducod a tendency toward los of operational control. There must 
never be any doubt at any moment in any country as to where the final 
authority arO responsibility for the foreign assistance program rests. 
It must rest in AID. The Regional Assistant Administrator, the American.. 
•Azbassador. and the country mission director must be kept fully informed, 
must be able to antici , , cangers and head t -,C.- - lto 
change cournso, iihift peroonnel, and add funds here and reduce funds there. 
The interpotnition of one or more contractor organizations (each of which 
constitutes an independent set of operation controls) can threaten the
 
responsivenesas 
 cf tho total organizational structure to top direction
 
and control, Herc 
 again, therefore, the provisions of every contract and 

the assignments of authority over the contracting process must be geared
toward protectingr the integrity and control of the total program of
 
operations in 
 eonh country. Free-wheeling by contractors or their employ
es can be j , disraTtivc discor'd.: t behavior by any other officer 
or emplo'cy comilex a-in so ii'P12as foreign mscistance."
 

A thil- difficiz:-
ult:s intreJilte by the fact that major differences 
in the salaries, alloWarce,3 nid prcquisites between directly employed 
personnel and Contract personne!oJ ov2,,rs2Las can introduce serious problems 
of' wo-alo and disri.ipt tho growth of a frie idly cooperation among all U. S. 
citiz.ens ,'A wo: n difXlc:u,,t projects in the ,cnic. country. le believo 
this h",,mxd Las been poorly dealt with,neeijl in I he past few years. 

Net, it ia strenge to notice how consistently the overseas 
employees of contractors are overlooked ., , ,'r",.znts are made for 
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orientation and training of technicians and administrators before they
 

are sent overseas and for, occasional'refresher.,,courseo while in service. 

Certainly it is true that contractors are selected in large part because 

their organizations and personnel have particular skills that need to be 

employed in foreign assistance operations, But most of the •diL -ctly em- t 

ployed Personnel are also selected because their education and training 

qualify them for partcular functions. And both types.of personnel need 

additional orientation and training to fit them for work in the area of 

foreign assistance. 
The kind of work involved in assisting g'overnments 
'?
 

and peoples overseas to develop their natinnal economies is a new kind
 

of dhallengel as much to private organizations as it is to the U. S.,
 

Government. Skill in doing is not the same as skill in teaching. A god 

engineer,.or administrator is not necessarily ecually good in giving tech

,, %•'i..nical assistance in engineering or administration. It is no less true 
"for persons employed by contracts than for those employed by AID that they 

must be given special orientation and training, and strong technical 

• support from headquarters, and occasional refresher courses, if t~he work
 

overseas is to reach the high quality of performance that the American
 

people and their Government have a right to expect. 
The very sensitieness
 

of this whole area of operations increases the importance that the people *j.
 

sent overseas shall operate at.a high level of competence and perceptivity.
 

As we outline our administrative recommendations below we shall stress,'
 

therefore, the importance of including the overseas personnel of contractors
 

-, 
in the orientation and training programs of AID, and of permitting 
*++,'- ",4 ; +,+ , ,,., . ,. ., : • +, 
 :".
++'+ ++ '"++ :: + .. • • +: +
+ +. ]+ I+ ,"
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COi traotors to finanoo their own orientation and trainirnU vo'k. 

It is widely believed that it costs more to do a job overseas by
 

Pc ontrac than through directly employed government personnel. A report 
 . . ' 

o.th Special (Senate) Committee to Study the Foreign Aid Program ("The 

U'.'se of Private Contractors in Foreign Aid Programs", .byJerome Jacobson
 

Associates, March 1957. See -pages 61-64.) that looked into the subject, 
 .'
 

.of relative costs has questioned this presupposition. In the
 

time available to us we have not been able to discover any collections
 

of data that would enable us to form our own judgment in the matter. ".
 

;We hesitate to accept this presupposition because the usual cost compu-.
 

'ations tend to ignore the relatively high overhead costs of the U. S.
 

SGoverment because the allocation of these costs to particular opera- "
 
tions overseas is so difficult to compute. The salaries of contractor
 

employees overseas seem inmost cases to be generally in line with'the
 

aslaarev paid U. S. Government personnel, and most of the other costs
 

are the same for both classes of personnel. Certainly the salaries of.
 

top management and supervisory staffs in private organizations are
 

higher than corresponding salaries in the Government, but other over

head costs of private organizations seem to be lower than those in the
 

vGovernmert. We can only conclude here by saying that the greater cost
 

• ;of doing work through contracts is an assumption that has not been ... 

proven, anO,the reverse may be the fact. In the foreign assistance 

program, In any event, the necessity for using contracts to a considerable
 

and growing extent seems to be clear because of the special considerations
 

we have discussed above even if it were d.ktonstrated that doing the work
 

thrugh a contra6t increa. s the cost-.
 

i..= ,... . . . . . : .. } ),...4d .. .:,, . :,::.;! ; .:, : > < , : ' .:,'.: % : '',0?:.; !i
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And 	 finally, contractors can fril flat on their faces and turn in
 

disappo.y-1Lig o).' 6von miserable porformances 
 just as well as can govern-

Ment YO'WW w Roads have been defectively constructed; incompetent per-

SoMl 10.A P on aouigned to overseas tasks; institutional supervision 

-	 , CO.... t, Lcquate li a nuiber of projects carried out through contracts.
The . .. .... . O ..
 

The.......... O 
 uY.ra.... must remain an Important step, to be scrup-
WLounly par.fo::mod V 1ho cout.r2.ct instrument is not to disappoint the
 

Agency's hypys The rebvant point hero that it 
 may 	be more difficult 

ke 	thefor 	AD Ao necessary disciplnaly, corrective and educational 

m..n,:o ,4eo tho contractor's organization has been interposed between 

AID 	aud the tasks the overseas personnel are performing.
 

W, ar.- ,trangthened in ou: belief that 
these inherent disadvantages
 

in the use of' contracts can be 
 quiteadequately controlled and corrected
 

by ob.ertring tho experience o 
 another Government Agency that is also
 

admiOnis;:ing a novel and very complex 
 set 	of program purposes. The 

oi'iyAtowimc EuC Coels,!ion dceterminc(1, k. Ah very beginning of its opera

tions, on the basis of a ca'ef1, u.iy of its administrative and operating
 

needs to. conduct practically a-U of 
. ;o'k 1,1rC'gh contracts with
 

inductri.a wonceans academic
and institutions, AIC 	has awarded contracts 

to 	dos. .n.,oJnstruot and opefate its 	Mr e production plants, to operate 

its 	 big ,.(;,.owese laboratories, and to carry out atomic research and
 

deomenixi wo:ck,. AIM.f 
 motive for' contractin.eg is to take full advantage 

of 	th ;3l y: and munagerial exper:cce of Ame]i.can industrial institutions. 

-The Con ai;n .an 'an3s aaid tha't on severo:l occasions it has studied the relative 

http:contractin.eg
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advant'ages of direct jn,. rn-ent operaJion when undert-&king new projects, 

and in each cv i has appeared that the project would be advanced most
 

rapidly rnd eft .cnt.ly by 
 an experienced industrial or acxdemic organi

zat.a:n., In 
 ow, or7 its ainual reports to Congress, the 'A-C, in discussing 

!ts coantrct pro.Lra said "The unique capacity of American industry to 

ckve.1op new, be t-e, 
 tolad more economical ways of doing things is one of
 

eg a-ant, 
 es our Nation has in atomic energy development." 

The - A ope".11- 'ough decentralized organization.a Its work is
 

performed 
 alinoet ihc.ly withiha the United States, bull at a number of
 
.ocaltions far 
 f.om Washington, where headquarters are maintained. The 

..el. .....
of.AE; exercise authority comparable to that of the pro

posed RIona3. A 3it-tant Admiistrators 
of AID and of the coluntry mission
 

di~r-tox,: 
 i :h1 larvger coMtries with larger programs. Policy control
 

rnd progr-am leadership is a function of 
 the headquarters office; operaatlion
 

is a function 
of the eleven Field Operations centers. Each Field Manng-ui 

. fcrs.y hiso k AC Field Xana6Qr-SMay 
-{.. .ca.nc,- our to .i ion, \. is only contracts
 

iu uxcess of' k.hat amonmt that must be referred to Washihton-,. The total 
Knrfuj. .n.cd..,,ui under these contracts are approximately ^2.4 billion; 
the capital facilities are valued at approxliately 1'7.3 billion.
 

Cf the 11O)000 persons cmployed 
 in this giant public enterprise only 

6Ya80 e d:re.. .pod 4overic.nt personnel. Mor 'an 100,CO arc 
Coll. 
 rhis -an that 
rrci.,han W0, of hc oip:ch'le whom 
L::- relicios to do the work and produce the results d:.sired ore .ontract employees. 

http:4overic.nt
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We have co idered the experience of both ABC and of ICA and its 
prdecessor in formulating the administrative recommendations we 

present bi this report. 



Chapter Three
 

The Administriative Structure in Wpsh"*nfton Fnd Overseas
 

To design nn administrative structure for the contract operation,
 

)r to Judge the suitability uf the present and proposed designs, one 

.ust 	first focus ,harply on (1) just what it, is that AID wishes to 

)jbtain from the contract operat-on and on (2) just what are the major 

.p'3rat1.n C steps that iiLunt be Laken every time a contract is made. 

What AID ;ekc amd has a right to expect from every contract are 

h folloving: 

(1) 	It should provide for performance of the sp-ecific serviceu 
that are needed in a particular program or -activ--i-y.T be..... 
fully responsive to program needs, the contract must ade
quately describe the scope of the work to be done, it must
 
run for a long enough time, and it must furnish adequate
 
Dnd s. 

(2) The contractor must be one whose record, experience and staff
 
promise that he will be ablei to li&r m satisfactorily. 

(3) 	 The neotlation of the controct should be reasonably rapid. 

(4) 	The term,; of' the contr: ct, must be reasonable to both parties, 
cyinfg no cX-cc .vCcoto the Government while giving 

fair compensation to the contra1ctor so that he can perform 
with enthusiasm, 

(5) 	 The contrcto;" should initiate performance promptly, with 
competent pcni le being rucruited and cleared even as the 
negotiations proceed and therefore ready to report quickly 
after the contract is signed. 

(6) 	 The contract must bor nsiato reasonable needs of
 
vdmin'str0Jve control by the Administrator.of AID and
 
by the direcLor of the country mission.
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Fc:'-	each contraneI 
 the appropr .atc AID officer must take the
 

foIlow±n& step,:s
 

(1) 	 Deo ide t o carry out a particular activity through a contract. 
... %f2) tn a iv 	 ee 

(2) Make 	 a tEntative determination as to the type of contracttlat 	Is appropriate: fixed price; cost reimburs(e'int; cost 
pluS Nit:ed fee; or a grant,, 

(3) 	Choose the contractor: by advertising for competitive bids;or obtaining coMlflnrab!, proposals; or making a fair and impartial dec-seaon Lo open negotiations with a particular contractor b,:,itue AiD knows, or has reason to believe, he is espoc ].y" i, 'lifiJed to do the job it wants done, 

. ) egotiate the contraet. This step is obviously immenselyS~facilitated if standard forms of contract have been developed
for frequently recurring situations, and standard provisions
have been developed to cover all things required by statute
to be included in 
contract texts whether as prohibitions or as
requirements,, These are the familiar "Thou shalt's and '"hou
 
shalt not's".. 

(5) Sign th.9-eonLraat, distribute copies, and make appropriate
fiscal cind record notations. 

(6) Administer the contract,_ while the contractor performs. For . the contractor, this mens doing what the contract requires.
For AID, this means interpreting contract provisions andanswerling questions that arise during performance; facilitating contractor performance and helping to clear
obstacles; and seeing to it that 

away 
the contractor delivers full* 	 pe-,forimvnce, hether the rclationship between the AID officer

an',3 	 hc 0o)i-actoR io!7n .thus seeing that performance is delivered should be orclose remote will vary with the two major 
c.asses o'. AID contracts: this 13 discussed below, in thefinal ae uon i'his Chapter 

(7) 	Whlen the cont.--cl ei;m1 the
tho contiactore uhe r'esults achieved, and 1he lessons learned 

15a cotpleicd, n performance of 

to fac.iitate .tauure contractor selection and a continuing
CC l,;,,c.tu6y , tract proce3s5 

What 	 adnindixaive structure will best 	promise to satisfy all the
 

foregoing needs? Let us thomeasuro presont. mid proposed structures with 

these measmu',ig-rods o 



The Prescnt Struc ' , r!L tGrfw 

We shall not Ui. Lh,. space to trace this relatively recent history 

in dte.il. (TIhe major documents that reveal the qitsory are- Progrnm 

Methods Coordination Staff Bulletin 35, first issued (by ECA) in 19,9; 

the doculiient -now.u as the Stambaugh Report, issued in October 1955, and 

the FOA 1enageennt Study largely disagreeing with the Stambaugh Report, 

issued October 17, -'i55 establis-ahent of the Office of Contract Relations 
In 1956k ICA Regulati. icsued for "Official Use Only" in October 1958; 

Y.10A Polic,' Di: ctive March 1960; a of12, 31, and series current Manual 

O'd rs and Policy Directives.) 

We call attention, however, to an outstanding fact that has charac

1.erized the developraznt o' the contract operation during the last ten 

years, The pendulum has swung first towardsharply, extensive decentra

lization of contract functions to approximately 12 separate offices and 

units; and then, because of unhappiness over the results, the pendulum 

has'aig to <:it the other extre-me, to~iard centralization of most of 

the oont:.-ct oueretion In a central Office of Contract Relations. We 

,o:,:e onvinsC-d that oech swing of the pendulum carried too far; that 

1either the present administrative structure nor the arrangements that 

)orecod d it were or are reasonnbly adequate to the needs of the program; 

'i.d that the designing of a suitable and sensible administrative struc

L.u-z, l'or the contract operation of AID is not a task that need baffle 

the mind of man° 

Withio TOA and .OA some 12 divisions or offices has authority to 

".°. e,!,r 7-I.,._o, aid admin:i-,ter contratcts Neither agency (until 
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1956) es'iab.is ed any mechanism or unit to develop agency-wade contract 

policies and etndards to guide or control the many people who were 

ra!kh.:t contracts. We are tempted to agree with the many who have do-. 

mcribed thfat stage in the history of this contract operation as "acLrinis

trat ch1ac ' No agency-wride concensus, or procedure for arriving at 

a conocn2m., then existed on such matters as the method of selecting con

L.r.ctora; orowh.-a-t wore to be considered as allowvable direct ana overhead. 

cc, s, or a :iP>. J.a for objectively computing the fees to be allowed 

contractors (and on this subject no formula has been established to this 

day), or the overseas allowances to be paid to contractor employees, or 

on the othermajor types of contract provisions as to which agency-wide 

iniforiity is both desirable and feasible, 

One cardinal virtue this historical period in the contract operation 

did possess" it was able freczetlu y to produce a signed contract in a 

relatively short period of time- that is to say, whenever a. Regions]. 

Dicector ,,as willing to pound his desk and say to one of is subordinates, 

1117a rmust ha.vo this contract signed soon; Damn the torpedoes; Full speed 

ahz i." Bat the price paid for this advantage was much too high, and 

necdlessly so, The contracts drafted in this period showed extremely 

poor c.aJft.mPanshn. Cont.-act terms ,.iere so ambiguous that they paved the 

iv for .requent dis7anllowances by )kOA and 'CA auditors, with subsequent 

.,gi ati3 omplain!;s from the contractors that they had been led astray 

by the agency o own negotiators° It, was imnossible to conduct an effec

tive or successfVJ contract operation in these ways, and the resulting 
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criticism and fi;u'enc the to al:host the otherfinally swept agency 

ex-tree n.imxt eo insistence upon uniformitylizationxaye ns 

even 8Mo at ions, where uniforrnity served no useful purpose, a g&ro-. 

inR heI ,-.,.d contractors and distrust of their motives, and 

even LAf:;,,. diilikec. of the entire practice of using contracts at 

allo 'i.,a has,,, nov,',- .2Qped in the minds of not a small number of 

ICA oflxcar :'.ilk contract a evil and toa bf ' the is necessary is 

b-, uoed o>i ;nirc it is unavoidable. We shall document and illustrate 

these st:tc:i'oe in Chapter Five, 

Wtu hmr'ue c:ct:"icized 'the Office of Contract Relations and other 

fice of IGA. und shall be even more critical in what is to come. We 

c', it: tho:cefo:,c Lo the targets of our criticism to state candidly at 

onca b.hai; 'e an'o discussing substantive and procedural issues and 'do 

not in oazy snse intend our statements to be taken as criticism of the 

competence or; i aot.les of any individuals. We are covering controvw,.:'.al 

j,
v .m, c, that some individuals have views that differ from 

Oux, ..db jiut as strongly, We are grateful for the fact;.-n , the!n 

• thu,y."e2a:n..s of personal views, or of important personal interests 

. ,'.1 c9o of the more than 83 officers in ICA, the State 

"Xvrleo-o ,o-r,,:act,or firms, and others, whom we have interviewed have 

i;'. gc:vc,':o :.od unstinting in gving as their time, stating their views 

,t c':':': ..'. m.aly and .ithout reservation, snd making available to 

t.1": )CJ. LiOn thai- might be in task. particular,,. helpful our In 

the ,.cad(.,h ;Thc; Office of Contract Relo.tiono has been cooerative 

http:controvw,.:'.al


-32

and helpful in the highest degrce. The men who are leading the 

Office of' Gontract R1elationo are mon of ability, of unquestioned 

integrity, of high devotion to the public interest, and of unusual 

wil.ingness to vo.Lrk long hours on very difficult assignments. We 

appreciate an:Ly their frank and open approach to sharing with us 

their .6irs uiJ their problems We are confident, also, that they 

exqpect f om ua cj, nii explicit discussion, with unhesitating 

criticiim ,herc e believe that to be called for. 

Futheriiore, it is clear to ny careful observer that the Office 

of Contract Relations has for several years been the lightning rod 

that has attrac ted the criticism which properly should have been 

directed, not to that office alone, but tb the kind of total adminis

trative atructure that FOA and ICA had established. Much of .the 

delay in contract operations, for example, was due to the fact that 

within FOA a.nd PDA abd-inistrators had almost totally lost sight of 

the dibtinc(tion between line office responsibilities and staff office 

services. The Granjimation Charts and the Manual Orders do not 

accua'atoly i,,voa thn centrol character of the administrative struc

tu ,' ' QhooS theO,.'PO:Ld ICA, There developed within both agencies 

U HUcU1min lair of adminnistAnive organization" which controlled and 

defind ,rhat each major unit in the organization actually did and 

had poi.a ' ,Io, 'cg_ les,.: of what Organization Chart and Manual 

Order said. in both agencies, a relatively large number of offices 

and divJ.sion&fuicti.oned as though each were a line office with 

opera, rig :responiibility and the power to say yes or no. The Regional 
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Directors; (,;oh . of severa -oftheThchrdcalDivisions;the head of
 

the i,.,- taf f the Director of Program Planning; the Office of the
 

Goinc>%l. (>,junsj., tho Controller; and the heads of a few other units, ac

tua~iy <cci,,,:,,. s,,texactly coordinate status, and no one of these could 

di'ect eu a';t.'.. o be performed by any of the others. This was almost
 
£ite. vy nhious ui consent. Where all the heads of
 

the var-i . ,n.ni. ived in say particular action were in accord, action 

could {o . 'd-)', fi"y one of them held strongly divergent views and 

roj.?used tu np.[ e a proposed program (or, ofteni. even a proposed letter 

or cable _,rohwpa eclatively minor intermediate step) then no action 

.ldb. ken until the differences were compromised. The head of any 

o.t theso n.t, caild always take the issue to the Dep,. y Director for 

Opo(,,rations-; and it is both startling and true that he was the only officer, 

other :'han -(he Admdinistrator, who could make a decision and direct that 

acti.on go for ..ird. Evr!n at this stage, the head of any office not pre

sent Tnho the decision was discussed, oould re-raise the issue at a later 

,a.j.and noq.'gotiations aiid] a iiew setTlemcnt. No matter how 

u'nt-~a.. rnhc fblr country mission directors, no officer below the 

IJ:)oui;yrj~ e Lor foe, Op.n', tions could suimmon people to his office, announce 

th"At ;.o fo.i:.Jr'd.. c ..ou.d be tolerated, listen to the opposing conton

oion nd ,tcv.. binding decision.i-':,. a 

The hoif;d c f c .fice natura.ly to conserve his reservoirwished 

of,er:edl[t .i,•.-he )Dupy Director for Operations, and each was reluctant 

to 1LUne ,oo frequently. age" n, therefo, wereto .Jn Again and issues 
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top. The resulti appealcompromised in oi'H to avoid all the way to the 

vase!, to raPb u.pQIUml on watered-dowfn coapromisos and discourage any 

Aor . )roposcl that. iirtght evoke opposition in any quarter.2 

the Gr<up
Wo tako it that Vie 'arc the considerations that prompted 

to rethe Proident's Task Force,-traionfor- Or4ation aiid 

PCA with strong line orgailizationg
place th organiz ,ionustucture of a 

clearly fro.m the Administrator
.0n Ihich". " aC3fl)m>. :Ljline will run 

the dire 'tor of the countlyAs.Joistant 

and "Lun-ts clearly functioning as 

;o eac h :icg_,o:a:;. Adiuini, trator, to 

Ii !.ith, other officesiYiii.on Uith 


f!::cc as additional line offices lest they

'cfirgnd oaf. .athcr thn 


to act.
i-c, - onoibilmty and destroy the will
divide 


was
Doubtl-ss th ' J.5 EILIC(h to be sa:[Ld in defense 	 of what done, or 

see it, however, this 
Oven to modify ihc ,Atcb,.iie we have painted. As we 

and in such an administrative environment
,.trn proviled,.ras the p ' 

by the same 
th, Office of O rictl Rel"ations was inevitably bedevileq 

of concen
delays, the sa;e inability to force decisions, the,,same Absence 

fnss; 'ou malor . i.: d proccdures, that troubled every other unit in 

:.:igc:,y l. t",,,JcKag the rcecoI;Cmc iatins in this report we have 

.: distt nguish between those weaknesses in the con
tr:ct,"i.:: "i;>""f,:. 

,,raiJ... necIssa"y coisequenco of the present organiza
',,.-c l i 

those attribatable %o the organizution 
of the 

" vt.o. wfl...... 


Aoi 7-c,a 

)-, A. more about the swing of the pendulum and the 
"," .
 

The pendulum has swung
-on decentrLdizaion.:!.of.u.e Qf.. .,i"'. elsU 
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as widely as we have eescribed because s strong "Jury argirnent" can be 

made boLh for centralization and for decentralization. "ho substance 

of the case fo, n-'.Uzation in one office of n-11. l nearl - alof-khe 

fuctions ]i,!' vicl ( ontracts is that contract drafting and ne ctia

tion is a Bpecialize ,c job* and the professional skills required can best 

be assembled and gusn ii and recognition in a central office; that 

a smallei' total (. contact negotiators may suffice in a centrnl office, 

lehere i aa'ror unimbel may be needed it fc- e:- mple, the four geographic 

regions were each io maintain a contract staff; and that program people 

tend to be "ooft" on eontracl ors because they are primarily interested 

in getting operations going ind ill more readily concede points to con

tractors in the intorest of speeding negotlations and advancin the work 

.to be done. 

'The substre.un o.f the case for assigning to the major program opeva.ing 

offices, inWashin-ton anct overseas, most of the func:ions dealing wlih 

coiltracts i s hat a c t r.]anarc. office has an inheren' tendency to 

. programcviit inee:in~1~;r" nwy from i'equ.remento and realities and toward 

ch for
-h--- -h-eetconI'C-ca -aay from concern with performing 

ti.r -p.'_,m ta-ss .to1,he best of e'ioryon ', tibiliityand t oward an over

. calons once.l with protecting teh Government's interests against every 

.Xxaaginabir1 conlengeny: ',hat )a contrac. office should be a service agen-cy, 

to fEt.shi~oiun approp'riat, instrument,,i'o solvin C mjor problems, rather 

'hal a control agency because contr,-act nerotiat.ors are rarely if ever quali.

fied by tining or experience to make t-,o polic- and act.ion decisions that must 

http:substre.un


bs made in a complex program more than half of which will bu executed 

through wontroota - but the inheronttandeney to seek the "perfect 

conirac' fl? to work as such a service agency; and0troys its cnpacity 

that a"e.-i central contract office comes to attach more importance 

to pvoo...r from the General Accounting Office ondo,:ssible questions 

the ong.c sional Applm: .. tion Conittoes than to serving the needs of 

th. AID pvagz:i: m.
 

SWo -si.c:. that both protagonists are right, within limits and 

qualifi.eations and we are convinced that if the Adninistrator IDof 

0.1 give )Moug loadership to the Agency, will establish reasonably 

Mar c=&c policies, and will s,,aff the princirl~l line and staff 

o..,f_.ce mT.
l chiefs ,he are capable, responsible -menwho know the im

port,.aeo o0.' a-rking together with reasonable harmony, AID can give itself 

all the t;0vontages of ronsonably uniform agency-wide contract stan',"M 

ran well. -as.c.ose identification of the contract instrument with the pro

gram whoe needs it mtut serve. 

im1e:Pr .3.) i! ton Structure 

,, u recomn'cd on in this chapter a strong,3hall further 

pvo;r'oiu, " gatJng contract functions to the directors of country 

jai on,, U. as measures for enabling host governments themselves 

to do a .., deal of the contructi.vg wi th United States business firms 

and oW ranizations, it is necessary to describe first the proposed 

WiiW.i;",.;e organization for the W.Jhb.gt~m office. 

http:contructi.vg


In a nutslc]J1 4ii rccounend that complete resjonsib0'it ijYb ,slgrd 

to the four Regional Assistant Administrators (and, fcr the reas.Is to 

be staled shortly, to the Director of the Office of Devel. ,ert Research 

and A.._noie) for deciding what activities are to be carried out through 

contract,; fo.1- dc.rrs~nirg, the type of contract that is appropriate; for 

choosing ule Contractor; for nego!siatingsigning, and administering the 

cont.r1.act; a0nd for, ". .':A "h evaluation of contract performance and 

results o& I> for after the contract is completed. This would assign 

to the helds of the major operating units a] seven of the mjor stops 

ive h. iuted above a being required for cvery contract. 

Whi recomcnd als o that there be established in the Office of Manage

ment Sai,'jiC a t dJ"Division, which should be responsibleC.'ntr Ltand 

for proploing the contract policies, standards and forms that are to 

guide the heads of the five major operating units just mentioned. The 

Ocntrac:t UAL.ndards Djvion shoald have tlce principle branches: (1) a 

.........Contra-. tn-' " a" (2) Q Contract ,Negotiation Branc (3) and a 

Contract Repjor ts and Clc-is, houe Branch. 

Nost of the reasons for these recommendations are apparent from Wihat 

,oo have a:Lready said; sos-e imiplification of how this structure is intended 

to function may, however, be needed. 

S111-1 h t1?,:ionllq Offices 

,e appointed in each of the four Regions a,ropose -that there be 

Cont.....ct, Officer to supervise and direct all steps in the contract opera

tion fox, ,Ihich the Regioal. Assislnt i,t 'ao,AIs rnnponsible. He 

• il. o .: , ,.:.... . ,, a .,: . be, .'-~-.' to determined 
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by the work load, We i'nticipate t ehr:ed for e tiiniMu of two or three 

Contract- , . , in each (,,giod,d s--J,'.r number in the Office 

of IeRr , i, seqlrch and Assistance, Ve do not nnticipate that the 
,ota number of Contract Negotiators needed by MD (in the four Regions;
 

ill tho f.;i nv I}uloIment Research and Assistance; and in the Contract 

Negotiauti,*n... h of the Contract Standarde Division) need exceed the 

number o.2 ,,oafxc,, Negotiators thet would be required by a central Office 

fonfx'at O,. I . or the number (thirty-four) that the Directcr cf 

tho OiruJ.:, o W,1ntact, Relations has requested for the anticipated work 

10:111, 'L off"., The negotl.ators need not specialize by type of cen
tract; each negotlator should be able to negotiate any contract, whether 

Iith a uni'esj.t or a commercial firm. The simplification of contract
 

forms that .on 
"ioka this possible we discuss in Chapter Five.
 

Ass~giunon:, ol' these 
contract fwictions to the five major Washington 

operating ofwfict:, uill enable them to use the contract instrument as one 

tool lo;,:,g eL.he:,' tools and will equip them to carry forward, under their 
olin riUi, o,,v,;.>..:. clther by contract or direct employment, all of the 

prograri act:Pio to be conducted in each country in the Region as well 

as the rnlonj actjvities that will serve more than one country. In 

this:3tlx(Aturc thei 1eople resp',niblefor 1lrarin programs will also 

b!.' r:-. p':tib, foi cho lng the aistrumcn, for executlrig them and for 

nontrollig ol i,,e of those instuments, Attempts to make sharp sep

ara-iont! b ' nlanning and execution or Ltweel sblecting the con-

tractor iend ,.ratjng the cotlract, or between negotiating the contract 
and dir ':., rdrr i strtio or ,,sween d 'cting the administration 

of a conLOI.iln "00r 'ho the] c.mx,, should be extended or 

.L... , .....p separations, par ;icularly where one 'funetion 



is assigned to ose o:crot'ng unit -.! the other to b different unit, are 

surgical d ___:_. .'rentr of o living or'anim:n, end few organlass survive 

such surgcuryo We think iU is of the greatest importance that authority 

and L~t the mnn to whom Kajor functions arego with re.sponsibilit,, 

assigned should be given the complete kit of the tools he will neL.. to 

perform ose funcions. This is little more than a restatement of the 

elementary t :,i- administration. 

-
it i t.n o , f coursel that, it is not always possible, and not alway 

desirbhe, to follow this principle remorselessly to the end of the road. 

Adjustments amou, competing administrative principles are very often re

quired; :nd this is en,,entary also. In the AID contract function, it is 

to be giyen totalimpossible for the heads of the major operating units 


cont.-,i every of operation. The
-and undiluted over phase the contract 

to five differentfive operat[inK units must not be permitted go off in 

directions (QsTGA and FOA formerly went off in more than twelve) in
 

amount of agency-wide uniformity
disrc;nard of tho need foy a reasonblc 


standards and policies.
in *,ha definition and aplicatin of contract 

AID will need a Contract Standards Division that is not constantly obsess

and is able to keep its eye on preventing theed with p.,ojram. iu gencies 

no-t of operations from rising unreasonnbly; It must be able to restrain 

regard limitat ions on payments of
the tendency of'ProLram Officers to 


an to be cleared away
fees, overhead: ,I.lovaces and the l.ike obsLacles 

a contractor plays hard to geL, The satisfaction of these needs
,henevev 


we sh.. t xin to in a moment; but. the pa!KLte stress here is that the
 

very broad assigment of responsibili.ty t:o n,,eperotin" ,n!ts that we
 

http:responsibili.ty
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have proposed should make pos:ible a contract operation that will be 

dirt3.y ratiponaive to vprogram roed, whotl offiaor,-, v Lll "vru the nwno 

sense of program urgency that motivates their associates who are dcalingr 

Ivith..oy0-,In,, or orbudgeting, tochnician recruitment, or other phasos 

01F rego:L 2 r-uis 

What relations need to be established between the Contract Officer 

in each of the f ;ajor opcrating the other division headsAive units and 

in each RoiFon and in the Oifice of Develoont Research and Assitwieo? 

We avre deop'iy troubled by the fact that. the J-une 30, 1961 document 

the President's Task Force entitled 'IOrganivation and i nctiono1 State

ments for [he Agency for International. Developmoi.t" (especially at 

pageos 23-.25) places the proposed Regional Contract StrLff under the direc

tion of the Tecnical SuLpport Division; and that neil ,ir the organization 

chwrt on p:AgO 30 nor the textual discussion of functional assignients 

mnkes it adequately clear that all Divisions in each Region (.. , 

the Contract Officer), except the Gcoara[)hic Area Divisions, are staff 

offices, not ntended to share responsibility for directing operations 

wJ.tlh the Geographic Ara Division., but La serVO and oounsel the Regional. 

Aosisi,< - Alkinisivrator and the hends-. o' the Geographic Area Divisions. 

.I' 11 .li-s -nction botw ,, "line" n-rw "-, :f'fresponsibilities is not 

more ri~c H.,; spelled out, then *\ID 1,'ill x:un Lhe daiger that it will merely 

n . dromathe Agenc -' ,rid, ic-vol LO the Region-wide level the 

weOkncse::, ',; made it alaost inpos:ihio for ICA to at speedily and 

decit.;b.:el. 1u'.eCo tho we .~ness -i!.i :cmt. have been divided by five, 



and 	 there will l'e fivc rather than one officer below the Adhinistrttor
 

with authority to make decisions, but why should AID perpetuate within
 

the 	Region what it sensibly insists upon terminating for the Agency as
 

a whole? 

We urge revision of the June 30 Functional Statements both in this
 

respect and to establish 
 C..tract Officer at a level coordinate with
 

the other St-aff Ofiices in each Region and in the Office of Development
 

Research and A~si.tance The Contract Officer in ih of the five opera

ting units, if our recommendations are followed, will 	become one of the 

kej 	men under each Regional Assistant Administrator. Neither the Tech

nical Support Division nor any other of the Staff Divisions in the Region
 

01ould be made responsible for "directing the negotiation of a contract";
 

it is the head of the appropriate Geographic Area Division and the
 

Regionsl Assistant Administrator who should give such direction to thp 

OfCon-r 	t NCA.Not only the Technical Support Division but also the 

Dc~ze~eiobinLP1 ann n, Division, the Management Operations Division, and 

Rheegionfal Legal Advisor will be needed to give appropriate staff support 

!,o The Gcographic Area Division and to the Contract Officer in the per

orrmance of the seven major steps have
we listed for each contract. It,
 

s irport _mnt atorem- ,mber in this 
context what we have said in Chapter Two
 

eoncerning tho broad and 	 permeating thatscope contracts will increasingly 

have to pan in the AID program. 

(b) 	The Office of Development Research and Assistance 

This is to be an impressive Office indeed, es planned in the new
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organization. 
Ito functions will include development research,
 
development planning, institutional developent, and evaluation. 
The
 
presentation to the Congress has emphasized that many of these activi
ties are to be carried out by the Office through contracts with univer
sities, research foundations, development foundations, and others. 
This
 

'is the only major operating Office other than the four Regional Bureaus 
that is almost cortaiin, therefore, to have a large enough voolume of
 
contract operations 
 to justify the assignment of a Contract Officer and 
small staff of Contract Negotiators (number depending on work load) to 
work within the Office. The relations between the Contract Officer and 
the heads of the other Divisions in the Office should obviously correspond
 
to the relations we have suggested for the Regional Offices.
 

It-is thL. Office that promises to possess the wide variety of
 
technical resources and skills that should enable it to perform for
 
AID the crucial function of marshalling and ceveloping private and public 
contractor resources from all over the nation to make available 
to AID,
 
whenever a contract is to be awarded, adequate information concerning
 
who is available, qualified and prepared to undertake the contract work 
proposed0 To this important subject we devote the. whole of Chapter Four. 
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..(c) Office of Personnel Administration
 

This Office can readily take over the function of making those
 

contracts tha~t will employ the services of only a single individual.
 

The standard form of contract for use with individuals already developed
 

by the Office of Contract Relations (with the canaes that we shall
 

reco-mnend in Chapter Five) will rarely need to be modified during
 

negotiatioi2. In the nature of the case, contracts with individuals
 

raise fc w of the complex problems raised by contracts with firms or 

institution-- This assignment would reduce the contract work load 

in the othor offices (288 contracts with individuals in the first quarter 

.of 1961), without even requiring the appointment of a Contract Officer 

or Contract Negotiators in this Office; any competent personnel officer 

should be able to adapt the standard form to individual cases. Abou1 .
 

the only L.:in. to be negotiated are the scope and time of the work and 

the compunsation to be paid. 

We have heard charges that contracts with individuals have sometimes
 

been entered into as a means of evading salary limitations on direct 

employment. If the charges are true we join in the condemnation;
 

the slight advantage gained by such evasions is heavily counter-balanced
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ty I-he increase in Congressional suspicion and criticism. There are,
hod'er, aevorl typos of situations where.a contract with an individu
al has no evasive purpose and satisfies important needs. 
Where the
 
contract cals upon an individual to produce particular end products -
a survey report, a set of designs and specifications, the conducting

of e pecialy difficult negotiations with a government agency or other 
institution overseas are examples - the contract may make available for
the performance of these tasks a qualified expert who is simply not 
available for direct employment, and the nature of the task will reveal 
the appropriate compensation. In such cases, what the Agency seeks is 
.not so many hours of 
ork per day but the delivery of the end product.

Similarly, a contract with an individual may be needed where the con
tractor is 
to furnish office and personnel facilities that he may need;

it may be cheaper for the Government to reimburse him for these than to
 
provide them by detail or new employment. 

This Office should also have responsibility for securing con
tract services for the briefing, training, and retraining of Americans
 
going overseas. 
We sit gest that the Oontract Negotiations Branch of the
 
Contract Standards Division handle the negotiations for such contracts
 
as long as their volume continues low. If a
major change in AID policy

results in a high volume, the Office of Personnel Administration should 
be given its own negotiators. 
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(d) The Contract 3tendards Division 

We have suggested that the Division contain a Contract Standards 

Branch, a Contract Negotiation Branch, and a Contract Reports and Clear

ing House Branch.
 

That a ceitral Contract Standards unit can effectively provide
 

agency-wide standards for a number of operating units, each of which
 

does its own contracting, is abundantly proved by the experience of a
 

number of government agencies - the Atomic Energy Commission, the Depart

ment of Defense and each of its main Departments (as well as sevezi prin

cipal Bureaus and Corps), the Department of Agriculture, the Department
 

of Interiorl the General Services Administration, the Veterans Admini

s
stration, the Department of Health, Education and Welfare, and the
 

',new National Aeronautics and Space Administration.
 

There is an administrative pitfall here, however, which needs
 

guarding: what is delegated to the Regional Assistant Administrators
 

with one hand can be subtly taken away from them with the other in the
 

name of the enforcement of Agency-wide standards. We propose two pre

cautions against such a distortion of the proper functions of the
 

Division of Contract Standards. First, the adoption and continuous
 

revision of contract policies, standards, and forms should be a process
 

which the Division of Contract Standards initiates, guides and stimulategi
 

but does not exclusively control. The best way to achieve the results
 

sought is for the six Contract Officers (four Regions, ODRA, and the
 

Contract Negotiation Branch of the Division of Contract Standards) to
 

join with the Contract Standards Branch i h process of formulating 
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the very policy standards and forms they are to administer. 
Some one unit
 
must carry prime responsibility to initiate, propose and guide, and this
 
should be the Division of Contract Standards. The documents initiated
 
by the Division should require the concurrence of the Contract Officers
 
who must live with them. 
If this may produce differences cC opinion
 
that must be resolved at a higher level, this will not be the only such
 
process in the life of AID, and no organizational scheme can make it
 
Unnecessary for the Administrator and his Deputies to give top direction
 
and make difficult decisions. 
This is precisely the process on which
 
'the Department of Defense , the Atomic Energy Commission and the other
 
agencies named above rely for balancing the importance of Agency stand
ards with the importance of decentralized contracting.
 

Secondly, we propose that each Regionnl Assistant Administra
torand the Director of the Office of Development Research and Assistajr.c.
 
be expressly authorized to deviate from established standards and forms
 
in those cases where the officer is convinced that special administra
tive considerations require the deviation. 
In such cases he should put
 
a memorandum in the fild in which he assumes responsibility for making
 
the deviation and sets forth the basis on which the deviation is deemed
 
necessary. 
As we consider the level of men the Agency proposes to appoint
 
to these responsible posts, we entertain no fear that this grant of
 
authority, coupled with this requirement, will be abused.
 

We have considered, but abandoned, a proposal that the Contract
 
Officers be appointed members of a Contract Standards Board of which the
 



Director of the Division of ContracL Standards would be Chairman. Boards 

have a way of turning into comsiitteea, and administration by committae 

is notoriously ineffective, except in highly special cases. We doubt 

the need for going through the formalities of Board procedure. Frequent
 

.consultation, self-initiated, will serve the sare need better, and if
 

tho men in these positions cannot be trusted to confer and learn from 

each other they will also fail to work together effectively as a Board. 

The Contracts Standards Branch should also be responsible for pre

paring a Handbook on Contract Administration, and a group of Handbooks 

for Contract Negotiators, to serve the differing needs of three groups
 

of Negotiators - the Negotiators in Washington; in the country missions; 

and in the host governments. We shall return to this subject; here we 

would stress that the contents will need to vary for each group of
 

negotiators, and that many policies and standards are better enforced
 

when offered as goals to be considered by officers assigned to partic

ular tasks, with the reasons and experience that lie behind them ade

quately explained, than by mandatory prescriptions issued ex'cathedra. 

Handbooks should be accompanied by informational bulletins and illustra

tive or illlwiinating case studies issued from time to time. 
To cite still
 

another elementary rule, administration is a matter of leadership and 

education more than a mattcr of demands and prohibitions. 

The Contract Negotiation Branch is intended to fill three needs. 

One is to negotiate contracts on behalf of any unit of AlD that does nbt 

have its own Contract Officer. For example, the Division of Participant 

"raining of the Office of Management Scrvices czn use the zrvicns of 

this branch. Another is to make available addi.i.inal _,tiators to 
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take care of peak loads in any of the major operating units. 
While
 
on detail to an oparating unit, the Negotiators should be under the
 
administrative direction of the head of the operating unit. 
A third is
 
to make Negotiators available to ussist countrymission directors and
 
host governments in the ways described below. 
It may well prove neces
sary also for this Branch to specialize in handling contracts for major
 

construction projects; and the heads of the operating units that do,
 
have Contracting Officers should also be free to ask this Branch to
 
negotiate particular contracts on their behalf for any reason.
 

The Contract Reports and Clearing House Branch should receive
 
monthly reports of all contract nctions from every Contract Officer, on
 
forms and in ways that should be mutually determined. The Branch can
 
then furnish the Administrator, his Deputies, the Regional Assistant
 

Administrators, the directors of country missions, and all others con
cerned, with suitable periodic reports and summaries that can serve the
 
needs of management and control. 
Equally important, the Branch should
 
serve as a clearing house which would promptly become aware when two
 
or more Regions were seeking the services of the same Contractor, and
 
be able to initiate the conference to resolve any problems this may
 
raise; and perform all the other usual clearing house functions.
 

(e) The General Counsel and the Controller
 

The character of legal services, and of fiscal, accounting and
 
auditing services are fortunately iell established as being staff and
 
advisory services rather than control functions. The caliber of men
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proposed for the posts of Regional Assistant Administrator and Contract 

Officer provides assurance that they will know when they must seek 

expert advice on questions of law and questions of fiscal procedure. 

The assignment of a Legal Advisor to each Region and to the Office of 

Development Research and Assistance, already decided upon, strengthens 

this asuitvance. In the unusual case where an administrative officer 

threatens to proceed in violation of law or fiscal sanity, he General 

Counsel and the Controller will have adequate access to the Adinistra

tor. 

The Decentralization of Contract Author ty to Directors of Cout 
Nissions 

It is not a radical proposal to urge that most of the authority 

and responsibility for contracting should be placed in the hands of those
 

closest to the firing line, those who are directing operations at the
 

site of activities. This means the directors of the country missions.
 

Yet, we must admit that this woiuld mean an almost coiplet$ reversal of 

the present attitude and practice in ICA.
 

For some years, most students of the foreign assistance program.s have 

been urging very broad deldgation of administrative authority to the country 

mission directors, and still throughout this period (with the interesting 

exception of the authority to procure commodities) authority has been 

steadily and increasingly :,oncentrated in the Washington office, first 

of FOA and then of ICA. 

Under FOA and the first few years of ICA, country mission directors 

could enter into contracts that did not obT'"gat more than $100,000. 
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This limited their contracts to small operations; at best, this sum
 

could provide for the work of perhaps four men for one year. 
In October
 

1958, ICA Regulation 6 reduced that authority to a ceiling of $25,000
 

per contract, and for some types of operations (for example, studies
 

conducted under programs initiated by the Office for Private Enterprise)
 

even this amount has not been available. Since $25,000 will at most
 

finance one man's work for one year or three men's work for perhaps
 

four months, this was little more than a sop thrown to the directors
 

of country missions, is so understood by them, and is, therefore, rarely
 

used.
 

There are few who will deny, in principle, the need for broad delega

tion. 
Yet this has always been an area of sharp conflict between head

quarters and field. 
The paradox is traceable to the fact that the head

quarters office cannot abdicate its responsibility to provide standards and
 

guidance Co its field officers. The Washington Office becomes aware of
 

requirements and expectancies on Capitol Hill, in the White House, and
 

in tho.Bureau of the Budget. Field Officers cannot learn of those require

ments by intuition. The annual appropriations statutes may suddenly
 

.impose new demands or limitations, yet lawyers cannot be stationed in
 

all missions. 
A technical staff in Washington is in position to see a
 

broader perspective then the one available to a field chief in any one
 

country. 
The country chiefs are so close to their problems and to their
 

host-government counterparts that they are sometimes too close. 
It may
 

occasionally be the salvation of a mission director's program that he is
 



able 	to refuse consont to a project urged by a host minister on the ground
 

that 	Washington will not be persuaded. New mission directors enter the 

progrwa every now and then. The desirability of broad delegation of 

authority should not carry with it the necessity of permitting each new
 

officer to 
repeat all the old mistakes and disregard the lessons taught 

by years of experience.
 

Precisely here lies the rub. Once the need for headquarters guid

ance, assistance, and direction is admitted, 
 the door is open for the
 

kind of administrator who wishes to concede 
 delegation in theory and 

deny 	 it in practice. 

Headquarters offices need to remember to distinguish between 

advance approval and subsequent review. Major new program activities 

probably should require advance approval in Washington, but thereafter 

action should be able to proceed in the field without continuing con

currences by headquarters. If a serious mistake is made in the field, 

there will always be some suitable way to make the necessary adjustments. 

Within the standards, policies and directions of the headqu&,ters office,
 

the responsible officers in the field must ue able to act promptly 

without advance clearance ad approval. Administrative procedures must 

honor field needs and grow out of their requirements. Supervisors are 

in danger of being so obsessed by Washington problems that they over

look the impact of their requirements and instructions on the widely 

differing activities within the host countries. The dignity and impor

tance of the sovereign governments with whom the United States is 

cooperating; the widely varying conditio-u7 in the host couatries; the 
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differing de;,rees of development that prevail; the necessity for adjusting

all operaticas to the-requirements, the pace, and the preferences of the
local cultiu-a pattern  all these unite to make it imperative that compe
tent people be recruited, that they be suitably trained and oriented for
 
their work, and that they be given a broad range of responsibility and
 
freedom of action.
 

We recommend, therefore, that a dramatic about-face be made in
the policy and practice concerning country mission contracting. 
The way

to meet the administrative problems that this will create is not, as in
the past, by restriction; it is by affirmative support to able mission
 
directors and their staffs.
 

In the paragraphs that follow, we set forth what we regard 
 S
essential to a vigorous program of decentralizing contract authority to

the country missions. 
We do not, of course, advocate immediate blanket
 
decentralization of contract authority to all country missions. 
We pro
pose that there be instituted at once a 
vigorous, carefully designed and
well-articulated 
program of delegation, progressively coming into force
 
as the buttressing actions of policy formulation, training,'staffing and
guideline preparation can be instituted and bear fruit. 
The program, like
 any realistic program, must be selective. 
Many country missions are
 

.already capable of much greater exercise of contract authority than they

now have, others can got ready for it only slowly; some small missions
 
may never be able to do as much with contracts as larger missions. 

important point 

The 
is that there should be a 2olicZ of delegating to mission 
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directors as much c,'-tract authority as they can effectively use, and of 

taking positive action to see to it that their capabilities in this regard 

are rapidly expanded. 

The plan to delegate such contract authority should try to 

reac' as soon as possible a situation in which as many missions as possible 

can do most of their own contracting. The Regionl - i-nAMinistra

tors shou2d determine which country missions can exercise this authority 

soonest and extend the delegation as rapidly as feasible.
 

We doubt that it will serve any useful purpose to put a dollar 

limitation on this delegation, although itmay be wise to require contracts 

for major construction work to be reviewed in Washington. If a dollar 

ceiling-is to be considered, te order of magnitude should be in the 

neighborhood of $1,000,000 rather than the absurd limitation now in effect. 

The Contract Standards Branch should make available for transmission to 

the missions handbooks, contract forms and descriptive materials. The 

missions with large ccntract worklonds should be authorized to appoint 

Contract Officers. Pcrsonnel should be available to move from Washington 

to the country missic, is for extended periods to give training in contract 

procedures. We have been impressed by the training and other support
 

activities undertakE by the Office of Sulply Services in ICA to make possi

ble broad delegatioi: of commodity procure-ent by country missions; and that
 

Office is now plant ng a still more impressive delegation program.
 

Some ele::ants of the contract job can never be wholly done in
 

the field. This i: true of the maintenance of current informatin on 
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contractor qualifications  at leest for U.S. contractors. Washington should
 
be prepared to su.pport field contracting operations by providing adequate
 
information on contractor qualifications for evaluation by the mission and
 
the host institution concerned. 
It is 
not necessary to centralize the
 
whole of the contract operation merely because some parts o 
it can more
 

effectively be done at headquarters.
 

The emphasis in the delegation program should be on Washington
field cooperation to do the best possible contracting job. 
 InChapter
 
Five we shall reconend extension of the device of pre-contract contract

ing to enable contractor and host agency, with the assistance of the
 
country mission, to arrive at a 
real meeting of minds on what is 
to be
 
done, within the environment inwhich the job is 
to be tackled.
 

Even where a particular mission is not prepared to handle par
ticular contracts, it will often be better for the contract to be negotiated
 
and signed in the field. 
Washington negotiators and other personnel should
 
be prepared to go to the country frequently, whenever this appears desirable.
 
In other dituations, wh ,negotiations in Washington seem essential, field
 
personnel can be brought in 
to participate and to leaven the negotiations
 

with awareness of local conditions.
 

The Office of Contract Relations complains that field PIO/Ts rarely
 
provide an adequate description of the proposed scope of the work and other
 
contract requirements. 
True; but it is in the nature of technical assist
ance to underdeveloped countries that it should be rarely possible to express
 
on paper at the very beginning of the contract process a precise description
 
of what the host government and the mission seek to do, 
What is needed to
 
clarify ideas and develop agreement is the very process of contract negotiation
 



t ' 
 i- rc..s includes the sharpening of a general idea Jrt,:)
 

,ntn
u" who will do what and when and how and withL
 
er dosoi ... not lie in asking the impossible of mission directors in "he 

- - Q/T~; it lies In moving the negotiations to -the place where
 

th,. p,i,- mnilry concerned can hammer out a meeting of the minds snC
.r' 


a r#Nfinjtt-
 nr Lh,. work by facing each other' demands and objections.
 

LiAe authority to negotiate and sign amendments~to contracts
 

oh-;uld certai,,ly be delegable to nearly all missions, even before they
 

are ready to carry broader authority. The present requirement for refer

ring all contract amendments to Washington is, in'our vie;i , wasteful and 

needlessly irritating.'' 

The Devolution of Contract Authority to HostG~vernment Agencies
 

S 'ost 
of what we have Just said about decentralizing contract
 

authority to mission directors reveals both the need and the possibility
 

of broad devolution of contract authority to host government agencies
 

nnd other local institutions. 
 If the.theory and practice of techniral
 

assistance has merit for agriculture, health and sanitaton, 'and the othcr 

nreas traditionally covered, it should have merit in the.area of public 

administration - and in contracting for services, which is one of the 

important functions of a public administrative agency. The country mis

sions, with the guidence and support of the Regional Assistant AdiniP

trators, can give technical assistance to hdst governments and),to hc.:t4
 

universities to equip them to negotiate on their own with United States
 

firms, universities and foundations. 

The host governments must know what AID will require as a 

: f rjconditio coatrecr. .... . of contractf Al nane Iig for 

:.+,+++ + .+ ... . , : +. . . + .. 
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authority is to bj meaningful, therefore, AID must be prepared to assist
 

the host gove'iaents in locating potential contractors, ivaluating their
 

capabilities, selecting the contractor, and performing the other major
 

steps we have listed (on page 28) as being essential for every contract.
 

The Regional Assistant Administrators should furnish the mission direc

tors with suggested standard contract forms, with handbooks, and with
 

specific information on financing requirements. Negr ilsf be 

available for detail to host governments for appropriate periods. Special
 

training programs will in many cases be required. The whole range of
 

technical assistance instruments can be brought to bear to develop local
 

competence in the use of contracts.
 

We have been told that local corruption will make local contract

ing In many cases rather hazardous. 
 We do not doubt this; and we are
 

recommending selective devolution; but devolution of contract authority
 

is not at all inconsistent with firm AID standards on what contracts it
 
will finance; 
 and the influence of such corruption is not confined to the 

contract operation. Where such corruption exists, it is apt to reflect 

the total character of local government operations, and hence will em
phasize all the more the need for technical assistance in public adminis

tration. 
A firm insistence by the country director and his staff on the
 

standards that must obtain in AID financing operations will increase
 

respect for the work of AID, and will strike directly at the corruption
 

'ith the most effective techniques available to AID.
 

We are struck by the fact that the Development Loan Fund, the 
' Export-Import Bank, the Inter-American Development Plank and the International 
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Bank for Reconstruction and Development have, for years, refused to negotiate
 

or make the contracts that the underdeveloped countries must enter into
 

to spend the monies loaned them by these Agencies. The Banks require the
 

borrower governments to make their own contracts, and reserve the right to
 

approve or disapprove them. They frequently require the employment by the
 

borrower government of competent engineering, -'nut-
e-nd other services,
 

and offer assistance in the process of contractor selection, but have not
 

found it necessary to centralize in their own hands any part of the con

tract process. Now that DLF and ICA are about to be merged into the new 

AID, perhaps the process of osmotic inter-penetration can facilitate the
 

necessary change in attitudes and procedure toward host government contract

ing.
 

Finally: even where the host government or host university is
 

not to be doing the negotiating, the contract should at least run between
 

the host institution and the contractor (rather 
than between AID and the con-:
 

tractor), and the host should participate in the negotiations. One never
 

learns to do by being totally excluded from even observing how others do
 

it. Mr. William L. Parks has called to our attention an ICA policy state

ment on this subject that is now studiously, determinedly, and almost
 

consistently ignored. Manual Order 1240.4, issued in March 1955, states
 

that it is the policy of the agency that "contracts for technical services
 

should be executed by the Contractor and cooperating country government or an
 

instrumentality thereof or an institution or agency within the cooperating
 

country unless there are specific and important reasons which dictate that ICA
 

should be a contracting party". (Underscoring supplied). This policy is
 



restated, although a little less emphatically, in ICA Regulation 6, October
 
1958, and is supposed to be fully in force. 
 We think the policy was and
 
is wise; we recommend that it be observed.
 

RelaionsBeteen Mission Directors and Contract Personnel
 

We do not recommend for AID the policy adopted by the Atomic Energy
 
Cormission of conducting practically all its activities through contracts.
 
The Internatlonal Deveitpm=,rn, 
 Gut 
'not lend itself to such a policy;
 
a large varlety of systems of operation must be used if technical assist-*
 
ance is to be fully effective. 
 (See, for fuller'discusion, the report
 
"Systems of Operation in Technical Assistance,, by John H. Ohly, April 25,.
 
1961.) The country mission will, therefore, be conducting a number of
 
operations directly at the 
same time that it is supervising or maintaining
 
contact with a number of other operations carried out through contracts.
 
This is all to the good, because the mission staff will be learning what
 
to expect from contractors by observing their own experience in direct
 
operations; and contract personnel will find theiselves educated by their
 

contracts with mission personnel.
 

We do not believe that the question of the relations that should
 
exist between the country mission director (including his top staff) and the
 
contractor's chief of party and other personnel is either an obscure or a
 

difficult one.
 

It is true that many contractors, and especially the universities,
 
have demanded complete freedom of action and have resisted what they regard
 
as undue interference by the nission director. 
In turn, some mission
 
directors refuse to use the contract device, except where they mustbecause
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of an assumed inability to exercise proper "control" over contract
 

activities.
 

We believe the answer lies in drawing a necessary distinction be

ween two broad classes of contracts. 
The first class includes all those
 

ontracts which carry forward segments of the AID program in the country
 

'hich could just as readily have been undertaken by AID employees directly,
 

itfor which a contract has been used as a convenient instrument. The
 

'econd class 'ncilues aUl inter-university contracts and those otner con

'racts which cover activities in specially sensitive areas or in areas in
 

which the direct participation by U. S. Government employees is unwelcome to
 

the host government. We have described this second class at some length
 

in Chapter Two; 
it includes contracts in such fields as technical assist

ance in development programing, in land reform operations, in tax and tariff
 

reform in the case of some countries, mineral exploitation in the case of
 

others, and so bn.
 

We believe the sound procedure to be that in the first class of
 

contracts the director of the country mission should exercise the same
 

close direction and supervision that he exercises over all operations
 

conducted through AID employees. 
For this group of contracts, the con

tractor's chief of party should function as though he were a division
 

director on the staff of the AID country mission, and should attend the.
 

mission director's staff meetings and otherwise perform as does any other
 

division director in the mission.
 

The second class of contracts presents, however, a totally different
 

set of needs. 
Here, one of the primary purposes for the use of contract
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is to sepaz'rte and inzsulto the Government of the United States from 
what might appear to be direct intervention in areas where few sovereign
 

governments will welcome the interposition of another sovereign.'
 

When a United States university, for example, undertakes to work
 
closely with the faculty of a host university, the two faculties should
 

be encouraged and allowed to work out their own destinies in freedomi0fe
 

action. Independence from government control is one of the major lessons 
that the universities of the United States are seeking to teach. 
Similarly,
 

it would seem to be pointless for the U. S. Government to give development
 

programing assistance by contract rather than through U. S. employees in
 

order to guard against the dangers discussed in Chapter Two and then to
 
require that the contract employees frequent the American Embassy and the
 

office of the country mission and attend their staff meetings.
 

This is not to say, by any means, that the mission director and
 

his staff should utterly ignore the contracts that fall in the second
 

class. 
Anything that happens in the country and that is financed directly
 

or indirectly by AID is inescapably a part of the responsibility of the
 
American Ambassador and the Mission Dirroctor. 
 What this does require is
 
that the Ambassador and the Mission Director rely upon being kept fully
 

informed by the contract chief of party and upon their ultimate power
 

to consult and advise rather than upon any immediate power of daily direc

tion and supervision. 

It is not the daily details, but the broad scope, purposes and
 
methods that, in this second class of contracts, properly concern the
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Ambassador and the Mission Director. If they are kept fully informed,
 
they will be able to anticipate dangers and head them off, 
 and bring their 
inwn knowledge and opinions effectively to bear on the minds of the contrac
tor's representatives. 
It needs to be recalled here that every one of
 
these contracts reserves to AID the power to terminate any contract on 
sixty days' notice as well as the power to compel withdrawal from the 
country of any contract employee who proves unsuitable. With these 
ultimate controls in the background, and with the right .to be kept fully 
informed; the Ambassador and the Mission Director need only show qualities 
of leadernhip to be able to control the situation quite adequately with

out the slightest necessity for daily intervention. 
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Chanter Four
 

Marshall Lnz and Developing Contractor Resources
 

AID's new approach to contracting should begin with a realization
 

that AID cannot exist alone, as the one specialized agency in international
 

development. 
Both the President and the Secretary of State have called
 

for a national effort to help the less developed countries. 
AID cannot
 

be responsive to their call unless international development becomes a
 

genuinely national effort, not confined to a single government agency.
 

First of all, AID does not have and cannot directly employ sufficient
 

personnel by itself to do the job. 
 It cannot employ people with appro

priate educational backgrounds if the universities have not turned out
 

such people. 
It cannot employ or acquire by contract persons with wide
 

experience abroad unless other public and private employers give their
 

professional personnel the right kind of opportunities overseas.
 

The dimensions of the task are so great, the resources needed are
 
so many, that broad understanding of the requirements of the national
 

effort for international development is necessary throughout the country.
 

Understanding is a prerequisite for the necessary participation of many
 

groups and individuals in meeting the resource needs cf AID. 
Once the
 

process begins, a snowballing effect will occur. 
Understanding and parti

cipation will lead to more general support for the entire effort in
 

international development which in turn will lead tv more interest in
 

active participation.
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AID '3hould assume the leadership in marshalling the country's resources 

for the international development program. It should do more than this:
 

it should seek to strengthen these resources so as to make them more ade

quate for the program's expanding needs. AID should see itself as the
 

responsible government authority, policy and decision maker, program planner,
 

and spearhead of a truly national effort. It must tap and enlarge our
 

riches of business, professional, and institutional resources. It must
 

mobilize, activate, and encourage all segments of American life to make
 

as great a contribution as possible. It must persuade contractors of the
 

need and tie advantages to them of participating in the program.
 

Essentially, AID must become an entrepreneur, seeking to attract as 

many groups into the program as possible. Part of the entrepreneurship 

can be undertaken by individuals or groups with whom AID can contract. 

Consultants could visit various businesses or universities, to ascertain
 

'interest and assess competence for the resource--providing and E'. -rce

developing functions. Associations of universities could do the same
 

for their members. They could also hold meetings at which interested
 

parties could discuss needs and resources. Professional groups with their
 

annual conferences and personnel services could assist. The Conference
 

Board of Associated Research Councils has the largest organization for
 

screening university personnel in the United States through its activi

ties in the Fulbright program, and could be a potential contributor to the 

program. The Association of General Contractors could be helpful. In 

whatever manner it is undertaken, entrepreneurship will not only support 

the contract function of AID; it will greatly assist its direct employment
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The entrepreneurship 


responsibility cannot be taken lightly;specifically organize for it. AID mustAID needs to have an office that maintains 

continual liaison with potential contractors and resource developers (suchas imiversities). Information about AID plans, programs, and needs wouldbe funnelled to such groups. Information about the resources,
availability of the groups 

needs, and 
would be obtained for AID. Assessments

potential capacity and 
of the 

capability of the groups would also be needed.Contracts 
are not Just second-best devices. 
Their use does not reflect
on the professional capability of government employees. 
Contracts 
are a
means of marshalling and strengthening the resources of the country for theprogram of international development. 
They are a way of obtaining services from the entire institution concerned, its characteristic 
approach.
 
and method of operation.
 

ProceduresAvailable for arshallin 
AID's leadership role can be pursued in many ways. 
Contracts
only one aremeans Of marshalling and strengthening the resources of thecountry for international development. Many contributions of the country
to the program have 
been and will continue to 
be voluntary. For example,
 

short participant observation, 
 internship, orbandiled on a volunteer 
training has been typicallybasis. Community hospitality programs are nearlyeverywhere without cost to AID. Volunteer efforts should be encouragedand strengthened
 

. 
 The activities of corporations, foundations, and universities frequently further international development even though they arAnot financed by AID. 
International agencies and many United States
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Government departments are actively interested in and p-irsue international 

development objectives, quite apart from AID. 
To the extent that these
 

efforts can be encouraged, the job of AID is made the easier.
 

Herein lies an opportunity for both the contract and non-contract
 

devices of AiD. 
Through special meetings, professional conferences, dis

cussions, contracts, personal contact; publications, audio-visual tech

niques, and other devices, AID should assume leadership in encouraging 

those organizations to become more interested in international develop

ment on their own. To give leadership to a national effort requires that
 

AID should not expect to do the job alone, or even to be in the position 

of approving or disapproving each involvement overseas. 
Many contributions
 

are desirable, many opportunities for the host countries neededo
 

Direct employment is a major alternative to contracting. A'certain 

amount of direct employment is also a prerequisite to effective contracting. 

At a minimum, AID needs a core direct employment staff, both in Washington 

and in each host country. The staff must be of sufficient size and compe

tence that it can plan effectively the use of direct employment and con

tracting in relation to volunteer or other direct action by non-AID groups.
 

AID's direct employment staff must be of sufficient size and specialization
 

that it can review contractor performance effectively. Furthermore, MD
 

will aliays need to perform some technical assistance functions directly.
 

In some areas of its concern, no s'itable contractors or volunteer services 

wil . be available. At the least, AID must get a direct understanding of 

and "feel" for the problems of bringing about change in the host countries, 

which can only be obtained through direct participation in the process. 
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are 

Contr,ctinZ &rAdirect -Ieployment/thus not competitive but complemontar 
Many factors will lead to reliance on one or the other device.. 
 The atti
tudes of the host government or institution, the nature of the services
 
to be rendered, and the character of the relationships thought to be best
 
will help influence the choice, as will still other factors. 
The exact
 
extent of contract services compared to direct employmnnt should not and
 
cannot be made the issue of precise AID policy. The desirability of
 
particular contracts is essentially a pragmatic matter that will vary
 
from unit to unit, mission to mission, and host country to host country.
 
Contract, direct employment, and volunteer or other direct action by 
non-AID groups can be combined in many ways. The exact combination in 
any particular instance will likely be an innovation unique to the case
 

at hand.
 

Contractor Resources of the Country 

A survey of the contract resources of the country reveals that ICA 
has made limited use of most of them. A great expansiorn of the resourcos 
entering the international development program take placecan very rapidly 
through more imaginative contracting. Two conditions must be met: 
 AID
 
must see the positive advantages of so doing, and it must make the con
tracting process and contract operations attractive to prospective 
participating organizations. There are many types of contractors among 

whom AID can choose:
 

1. The universites and colleges of the United States have particiiated 
in over 100 contracts abroad plus many for services within the Unites States. 



7.'e nu;,bc Is not j,.iv when yut in relation to the more than 2,000 

institutions of highor learning in the country, However, it would be 

unrealistic to assuxme that any great proportion of these institutions
 

could actually be parties to contracts of substantial size for AID, since
 

their facilities and staffs are limited, Some universities with large
 

facilities and staffs have refused ICA contracts. because they consider
 

them incompaible with the objectives of a true university, with their many 

restriceionrl and tics to the government agency. Appropriate changes in 

AID conr'xacting practice and philosophy wculd encourage some large univer

sities to accept contracts which they have refused to date. Universities 

are excellent contractors for research and resource development, areas 

that will be essential for a successful AID. Some subject-matter fields
 

are more over-crowded with university contracts than others. There has
 

been a noticeable lack of use of university-wide contracts, that is, con

tracts of multi-purpose, at home and abroad. In the future, additional 

reso uces can be made available by the encouragement of consortia of 

uiversities, permitting severaJ. institutions to pool thdir capacities 

toud abilities so as not to place an undue burden on any one of them. AID 

must recognize that there is a national shortage of university professors
 

in most fields, and that it must make contracts as compatible as possible 

uith regulax university activities if it is to iaake much additional use 

of these institutions in the future. 

2. The United States has dozens cl' major professional associations 

that play key roles in our society through their journals, conferences, 

personnel services, and-in general by their reiiiforcement of professional 



attitudes ari stpndi.rd-.. Professional associations vary greatly in the 

size of their central secretariats and their willingness to place their 

organizations at the disposal of an agency such as AID through contracting. 

- Professional associations could be ideal contractors for preliminary 

surveys, the holding of special conferences, contacting qualified univer

sities and individuals, appointing pcincl-s 
 -c=13ying proposals, etc.
 

Meny of their secretariats are located in Washington, where they can be
 

a constant source of ideas and support for AID.
 

3. Private non-profit corporations exist in large numbers in the
 

United States and some of these have been ICA contractors. Groups such
 

as the American Institute for Research, the Bureau of Social Science
 

Research, the Stanf-rd Research Institute, the Governmental Affairs Institute,
 

and Public Administration Service can perform a wide variety of research,
 

consulting, and conference-holding functions for AID. 
While Lhe use of
 

existing groups of this kind could be moderately expanded, a major increase
 

in use of such groups could come through the expansion of the number of
 

them. 
AID should encourage the formation of additional private non-profit
 

organizations of many kinds that can have as one of their functions con

tracting with AID.
 

4. The Development foundations are a relatively new type of non

profit organization, brought into being by the needs of the technical
 

assistance program itself. 
The first one, so far as we know, was the
 

American International Association for Social and Economic Development (AIA),
 

founded by Mr. Nelson A. Rockefeller shortly after his retirement from the
 

http:stpndi.rd


jost of C0-d:,rntor c Intor-A-icricon Affairs. Its operptions were 
formerly confined largely to Brazil and Venezuela and now are expanding
 

AIA was adequately endowed from the beginning and never sought an.ICA
 

contract.
 

In 1953, Robert W. Hudgens, who had formerly been the directing
 

manager of the AA work in Brazil and Venezuela, with the encouragement
 

and assistance of N'r. Rockefeller, established a somewhat similar fotu

dation, International Development Services, Inc., lrtmnsferring to IDS
 

many of the staff members employed by AIA. 
 IDS is administering several
 

contracts with ICA.
 

Here, too, AID can undoubtedly encourage the coming into existence
 

of additional development foundations by making contracts available to
 

those who show competence and responsibility. 
This is a process that
 

w.ll enable AID to encourage the fashioning of new tools specifically
 

and peculiarly adapted to achieving the purposes of the AID program. 

For some of the sensitive areas we have described in.Chapter Two 
-
and especially land reform and development programing - such development
 

foundations may turn out to be among the most suitable contractors. 
Inter

national Develcpment Services, Inc. has already pioneered under contract
 

with ICA the initiation of land reform through supervised agricvltural
 

credit in Guatemala, Bolivia, Costa Rica and Chile.
 

Some of those we interviewed have urged on us that AID should consider
 

participating directly in the establishm3nt of four large development
 

foundations, to be organized as non-profit corporations, one for each of.
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the AID Gecraphic Regions, so that AID may contract with them for the
 

administration of sensitive programs. 
The proposal is analogous to the
 

Rand Corporation used by the Air Force, and similar corporations for these
 

purposes (but primarily for research) by the Army and the Department of
 

Defense. 
 In the time available to us we were not able to explore this
 

proposal deeply enough to make a confident recommendation, but we urge
 

the Office of Development Research -aid A~i~n3 
to explore the proposal
 

throughly. We incline to the feeling that it would be wiser for AID not
 

to depend too much on any single development foundation, even one which
 

it has helped to establish, for all the work in any Region. 
It seems
 

unnecessary for AID to develop a "chosen" or "preferred" instrument. Compe

tition among several such development foundations is likely to prove healthy.
 

5. Regional centers, such as the East-West Center of the University 

of Hawaii and the prospective hemispheric center at the University of 

Puerto Rico, can be valuable devices for contracting and subcontracting.
 

Additional regional centers could also be established and would be good
 

locations for participant training, preparation of staff headed overseas,
 

regional research, and similar AID requirements.
 

6. The voluntary service agencies recruit manycan Americans for 

services overseas for AID. 
 They can also administer contracts for community
 

development projects and some educational and agricultural projects. Some 

of the better known agencies are the American Friends Service Committee,
 

International Voluntary Services Inc., Serviceand Unitarian Committee. 

7. A major oversight in present contracting practice is the failure 

to'use state and local overnment agencies. Except for one or two instances 

(in public health) there have been no contracts with state and local 
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governments * Aonj, the major citites nd 50 states a tremendous pool of 

yrofessionl wtuiowor is to be found. It is here that the major doimstic 

services of government are performed in the United States. Of course,
 

participants have been sent to many state and local agencies on an ad hoc, 

unreimbursed basis. Of necessity they get an ad hoc, make-shift experience. 

Contracts with state md local governments would be possible for much of
 

the participant training program so as to pua=3Jiin - dr, morev=a inten

sive, more professional basis. These umits also could take on consulting 

and training programs overseas on a selective basis. Cooperative arrange

ments between the state government and the state university could result
 

in providing joint services abroad anid at home. Here are cpportunities 

waiting to be taken. 

8o Interagency agreements, although not strictly contracts, are
 

comparable to them in that they are means by which additional resources 

can-be brought into the progrtam. A number of inter-agency agreements already 

exist', both for participant programing and training and for sending 

technicians overseas.
 

The early life of the Technical Cooperation Administration was 
a 

bedeviled with a jurisdictional controversy as to whether ICA was to run 

its own program and call on the other departments of the Federal Govern

ment for assistance in planning and operations and in lending their personnel, 

or whether each department of the government was to be in charge overseas 

of the same activities it performed within the United States, with TCA 

serving as "Co-ordinator". One of the good contributions that the Foreign
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Operations Administration made to this program is that it firmly established 

the fact that FOA would carry total responsibility for planning and opera

tions, but would enter into Memoranda of Understanding with the Participating 

Agencies under which specific programs and projects would be assigned to 

the Agencies for direct adinistration under the over-all supervision and
 

direction of MA. MCA has retained this sound and healthy policy and we
 
ass.ume that AID will also. Thp Memorandum of Understanding is, of course,
 

Just another form of contract, but less detailed and prescriptive bqkause 

all Federal Departments answer to the same Congress and President.
 

The participating agencies have consistently felt in the past that.
 

ICA and its predecessors excluded them too much from consultation on program 
policy and procedure. The Depa- cment d Agriculture and the Department of 

Health, EdiCtion and Welfare, in particular, resent what they consider their
 
relatively minor role. 
 Even though AID must continue to insist upon carrying 

undiluted final responsibility, it is
a terrible waste of the institutional.
 

strengths of the other government departments and their great pools of 

skilled personnel for AID not to work out with them procedures that will 

facilitate very full participation by the other departments in the total 

process from initial planning to final execution. Inthe world of the 1960's, 

foreign affairs can no longer be the exclusive domain of the Department of 
State. (This has been said so often that it now ranks as a truism that 

everyone is entitled to ignore and forget.) The agriculture of the United 

States is the greatest single "scess story" that the United States can 

boast of; the U. S. Department of Agriculture is one of the most broadly 



Skillful sc!icntdfc nd tcchiologict1 oI l .r tons in the whori vorld; 
the Department of Agriculture can contribute immeasurably to the im

provement of AID operations at every 
stage if the Secretary of Agriculture 

and his Bureau Chiefs can be persuaded that AID respects the Department's
 

high skill and competence and is eager to give it extremely broad scope
 

to lend its great strength to the International Development Program. 
What
 

we have said of the USD jrpZ7x-- lnao to the other great departments of the 
Federal Government. The Memoranda of Understanding with those Departments 

should be reviewed, because they should spell out much more clearly the 

partnership of effort we are proposing.
 

9. 
ICA and its predecessors have almost overlooked trade union
 

associations; they are a rich potential source. 
 If American agriculture
 

.is our greatest success story, our strong and free trade unions run'a.
 

close second. 
An industrial democracy is almost inconceivable without
 

free and strong trade unions. We would encourage AID to confer with the
 

AFL-CIO and with individual unions Lo determine their willingness to under

take by contract with AID to essist the growth of similar unions in the
 

underdeveloped countries who request such help.
 

10. 
Commercial contracts for capital projects and for professional
 

and technical advice overseas are the overseas contracts that are most
 

similar to commercial contracts in the United States. 
However, the
 

similarities are more apparent than real.. Abroad, it seldom is effective
 

to Frovide equipment or a reorganization plan without installation services;
 

Local personnel must find out the how and why of installation. 
And com

plete installation is ineffective unless there are training programs for
 



'74

mantelld"O and oportion. A large portion of comercial firms in theUnited States has not had very much experience with this kind of training.
Commercial contractors should take steps to-enlarge their competenceif necessary, and,AID should be prepared to Supplement commercial contracts 
with training programs of its own. 

11. Contracts for the services of ornz 

are thrd outriesrelatively 

s n 
rare. These can be greatly expanded in number. Thirdcountry contracts are especially useful wherb vAnn of four conditionsprevails: where the area of assistance to the host country is especiallysensitive; where language competence other than English is required;where United States resources badly strained;are 

and where a demonstrationof several approaches is especially desired rather than just an American 
approach," 

12. Lesonnel coitracts are instruments by which the servicesparticular ofindividuals are obtained for the program. They are far frommere appendages of the personnel office. 
Host countries often use them
to hire temporary American staff members or advisers. Their use will bemore important in the future than in the past, as technical assistanceactivities affect more sensitive areas of the host government such as
 
development programing. 

As it approaches the task of contracting, AID should remember thatits contract Policies must be flexible and adaptable so that both its ownneeds and the requirements of each major kind of contractor can be met. 



There are many calls upon the facilities and staffs or contractors.
 

.Fundamentally, o1 
 course, major demands upon the contractor's staff are
 

for his own purposes. Thus the major calls upon university staffs are
 

the regulbr program obligations of teaching and research; these have a
 

claim prior t- zny other. Similarly, a professional association must
 

first perform its essential functions before thinking about taking on
 

outside work. State and local governments have obvious first calls on
 

their facilities and staffs.
 

Within the U. S. Government, many agencies concerned with international
 

and domestic affairs turn to contractors for services and thus compete
 

with AID. The Department of Defense, the Peace Corps, and the Bureau of
 

Educational and Cultural Affairs of the State Department are prime exanples.
 

On the domestic side, the Department of Agriculture, Office of Education,
 

and Public Henlth Service Stand out, as do the Atomic Energy Commision 

and the National Science Foundation. Most of the agencies take an entirely 

different approach to contracting from that taken by ICA. They seek to 

build up the programs of their contractors as well a3 obtain services from 

them; they have a cooperative approach that stresses that the contractor 

is performing a service for them, and they are gTateful. 

AID needs to recognize that at the very best it is in a highly
 

competitive market of scarce resources. 
To make its way in this kind of
 

situation, it should adopt new concepts that permit it to compete on
 

favorable terms. If it does not, it will find its resource base pro



-76

gressively shrinking.
 

Universities, professional assooations, businesses, and othor
 
contractors have their own identity and existence quite apart from AID.
 
If participation by those groups is to be maximized, AID must recognize 
that each organization has its distinctive objectives and purposes. For
 
the most part these purposes will be different from those of AID, to some
 
extent complementary, and occasionally they will be similar. 
 AID must
 
understand that the objectives of these groups are important as well as
 

its own objectives. 
Its policies must reflect this understanding if the
 
groups are to become involved in the international development program
 

and a satisfactory relationship between government and contractor is 
to
 
be attained. Increasingly, AID should develop areas of contracting that
 

will be of benefit to both AID and the contractor.
 

Genuine concern for contractors includes a 
recognition of the
 
desirability and even necessity of keeping contractors ."in balance." For
 
example, a contract with AID may seriously unbalance a university; unduly
 

drain resources in a given subject-matter field; or it iay unbalance 
extension work as compared to teaching and research. A very large contract 
may over-weight small private contractors in tiie proportion of their 
total effort going into AID work. 
Professional associations may be forced
 
to spend too large a portion of their staff time on a large contract.
 
Unbalancing can be prevented .by more careful selection of contractor, 



-77

keeping in mind the size and diversity of his staff. 
Broader contracts 
will help maintain suitable balances even though the contracts are large.
 
If a university is given a contract that includes both research and
 
teach.ing, and is multi-field, its balance may be maintained much better
 

than with a smaller, more restrictive contract.
 

Contractors must also expect to adjust to AID's program requirements
 
if they are to participate. For example, it is
more convenient for many
 
contractors to travel only to Washington, and to deal always with a single
 
man in contract negotiation. 
We invite universities and other contractors,
 

nevertheless, to consider their own responsibilities in development assist
ance. 
Much of the contracting should be done in the host countries for
 
the reasons already discussed, and contractors should adjust to this fact.
 

Adjusting AID policies to meet competition from other U. S. Government
 
agencies is only one side of the coin. 
Cooperation is the complement of
 
competition, and AID should actively explore the possibility of joint use
 
of contractors with other government egencies. 
AID, the Peace Corps, and
 
the Bureau of Educational and Cultural Affairs could worlC out joint programs 
with certain universities or non-profit organizations. At present each 
organization may approach a university for services in different fields 
in different countries. The three agencies could get together and present 
a more attractive package to the university. The combined package could
 
concentrate on a single country rather than on three unrelated countries.
 
It could include a balance of research, teaching, and extension, rather 
than concentrating on only one. 
The experience a university obtained from
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one arrangement cou'.d be related to the task it
was to undertake in another,
 
In this manner, iti contribution to each of the three programs could be 
maximized with a
minimum amount of expenditure of time and money.
 

Ex asion of the Resource,Base 
The additional resources that could be secured through more competitive 

contracting, joint or cooperative contracting, more varied and selective 
u.e of the many types of contractors that arA presently available, and
 
removal of contract difficulties, are very substantial. 
AID's leadership
 
role requires it to go beyond. 
The needs for international development
 
are so great and the available manpower so small that the resource base
 
must be expanded. This is
an integral part of the new challenge of AID.
 

Broad multi-purpose grants, perhaps in cooperation with other agencies,
 
should be made to universities to help strengthen and enlarge their staffs 
in development fields. 
This is within AID's statutory powers if each
 
grant or contract will serve a direct AID program purpose. 
More develop
ment research of many kinds sd 
more teaching on the home campus on
 
development subjects would lead to greater knowledge in this area both for 
university staffs and for the country as a whole. 
 Universities are
 
institutions that educate and train hundreds of thousands of Americans
 
each year, and they thus are prime organizations for strengthening the
 
resource base for international development.
 

There is nn reason why broad contracts should be confined to universities. 

AID can derive equal advantage by using such contracts with private nonprofit corporations, professional associations, and similar groups. 
Not
 



only will they be rmore willing to contract with AID under 'uch circumstances, 

but also their aioxkodgo nnd interest in international develoFmcnt will 

be enhanced, makinHg It po.ssib.c for thenm to uivse more of their resouroe3 

for internation.dv (,v flment, and in thoomo associaof professional 


tions, stimulating th(!ir me.mbers' intorcst 
and pr tlicipation. 

AID is confronted with vast deveoojinenf needs of many countries. It 

believes in the desirability of" a counxtry dcveloljment plan. AID will there

foro be looking foi' conti'cLors able to Lake on technical assistance of 

a genera] develol;ment progrming type. Such an undertaking can be attrac

tive to many prospective contractor , but it requires a major conunitment
 

by the contractor, since the process one of many
will. be years and will
 

be many-faceted. AID should make a 
 similar commitment to the contractors.
 

In some instance:;, a contract for a would be
dncade constructivo. Con

tractors could then set about building 
up their staffs to meet such a
 

long-range commiiiemt; they could do so on permonent basis rather than
a 

on the present nd-hoc arringeimont. 

In addition to the expansion of existing resources, entirely now
 

units should be encouraged that will add to the contract 
a).tornativos
 

for AID. We have mentioned 
 several of those: consortia of universities,
 

special private non-prof it corporations, regional centers. Similarly,
 

new units of existing organizations could 
be encouraged. Universities 

could establish new institutes of develoimont progrLumning, new area studies, 

and new develorment administration and devolopuont education programs, t 

.Professional associations could set up new sections.international 

http:internation.dv
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Profit ar.I non-profit coIpolrtions alikc could organize new international
 
divisions. 
AID can ejXou .
ge such new units by its attitudes and contract

ing policiets; new units hold much promise. 

ThCnique ontribution of niversities
 

There is 
 an under"yinf resentment or distrust of universitiec
 
throughout much 
 of ICA. Cynically the question is asked, "What's different 
about universitio3 'z Tho; answr is implied in the way the question is
 
put. The predominant 
.' -i:IIn is that universities should be treated like 
any other group in our so_.ty. A more extreme attitude is also encountered. 
Some staff members of Jf:A 1Ahink that universities are not to be trusted.
 
This point of view 
was shai-ply expressed by one stafC member who claimed 
that universities verc fundamentaflly dishonest because they pretended to
 
be able to perform eerta. ivvices and
;z, 
 then wanted money for research.
 
He felt that either univr 
 ,; (,des are or are not capable, and have or do
 
not have know-how, and 
 GhI;, the universities ought to make up their minds
 

uhich alternative they5 st,ndi 
 on.
 

Universities 
 are diff'ercnt They are the apex of the educational 
structure of a country,, Their activities intimately affect and are affected 
by the entire educationnj' srsl,em and the entire system of manpower require

*ments and manpower avnilihj.ilty. They thus aare keystone to development. 
This is as true in the United States as it is in the host countries overseas. 
It is as true for strengthening our resources for international development 
as it is for strengthening the resources of the host countries.
 

Universities the world over require a sustantial measure of freedom
 
to perform their functions properly. 
They are reservoirs of ideas, of 



-81

experiment' ion, of forces for change in society. 
No free nation can 
afford to Ahackle such institutions, for to do so is to restrict the
 

possibility of growth in the future. 
 It is imperative that in inter
university contracts an American university give a demonstration of a 

quasl-autonomous institution, devoted to truth, and an institution that 

- £am e ±ime is of constant assistance to the community of which it
 

is.a part.
 

Universities symbolize the whole educational approach to technical
 

assistance. Introducing change into host countries is of necessity both
 
an administrative process and an educational process. 
By theiL very
 

nature, universities specialize in introducing new ideas by educational
 

means. Commodities and financial resources are essential in any balanced
 

'development assistance plan, but an educational approach is equally essen

tial. Universities ore leaders in this field.
 

Actually, university technical assistance may be a misnomer. 
The
 
difference between technical assistance and educational exchange, and the
 

difference 
between what universities normally do and technical assistance,
 

are unclear. 
It may be desirable to eliminate such distinctions. If they
 

were eliminated, the task of American universities would be clearer. They
 

could relate to their colleagues in host countries, extending advice or
 

otherwise helping in teaching, research, and extension functions according
 

to the plan of the host institution. 
Such an approach will be increasingly
 

necessary in the next decade or so as host countries become: more sensitive 

to "technical assistance" from outside. The United States can no longer
 



afford to have forecgn visfrrs to our universities called exchange
 

professors and .,ur visitors to their institutions termed technical 

assistance advisers. Furthermore,, if the unreal distinction were elimina

ted, American universities would be in a better position to learn from
 

their experiences abroad, to import as well as export ideas.
 

American universities have staffs in many fields and broad, 
 coordinated 

educational programs. They meet our own top educational needs in the
 

many fields. Consequently their regular activities are far different
 

from those of other contractors: far broader, more institutional, and 

more basic. Second, they are multi-phase in their activities: their pr6

grams at home include education and training for regular American students, 

foreign students arid trainees, and American adults, as aswell research. 

Abroad, they send their staff members for research, technical assistance,
 

and educational exchange. Student-abroad programs are also becoming more
 

numerous. Third, the universities reach to all corners of the 50 states 

with their educational, training, and extension programs. They are excellent 

vehicles for carrying the dramatic story of the development needs o', the 

world. Fourth, they are responsible, non-profit institutions. All of
 

them are accountable to their own boards of regents or trustees. All the 

public universities are accountable to legislatures in addition. They 

have had decades, even centuries, of experience with handling public funds
 

and funds nntrusted to them by others. -They desire to do a good Job, since 

their very reputations depend upon it. 
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What ODRA Ca?, Do
 

The difficulties of locating adequate numbers 
 of technicianls and 
administrators for work overstas have carved lines of anxious concern in 
the faces of the administrators of technical and economic assistance since 

inception of the program. ODRA can do much to erase some of' these lines 
by vigorously exploring all cf a jr.a ;praviously suggested for con

tracting. They are sources for direct-eaployment recruitment as well aa 

sources for contracting. 

ODRA should assign men 
tnd money to the tasks of gathering, sorting,
 

evaluating and summarizing information concerning men and organizations 

in every field of AID activity. The officer responsible for contractor
 

selection in a given case 
can then inform ODRA of his needs. ODRA should' 

have people available to confer with that officer, and submit to him
 
specific recommendations. This 
can make far more meaningful and rewarding 
the process of soliciting bids, or comparable proposals, or selecting the
 

one or two persons or organizations who are to be called in for interview
 

and negotiations.
 

Precisely the same services should be offered by ODRA to the country
 

missions and to the host governments. 
These should be informed of what
 

ODRA is equipped to do to help them on problems of locating appropriate
 

person:el or contractors.
 

We have said in Chapter Three that the last of the seven steps that
 
=st be performed for each contract is 
an evaluation of contractor per

formance and contract results, after each contract is closed. 
These reports
 



should be forwarded to ODRA, and ODRA can assure itself of receiving more 

adequate reports if it will develop simple but adequate report forms and
 

instructions. Through its Evaluation Division, 
 ODRA will make ita own broad,
 

long-range e-,aluation.
 

The positive action required from ODRA 
 would include much more. It
 

can also (1) 
 appoint panels of specialists to visit institutions anl
 

business firms, 
 dIsCuss The'r -ogrms and interests, evaluate their
 

qualifications, and feed the information into a resource data system; 
 (2)
 

distribute a publication which describes 
 the character of AID work, and
 

tells how an interested organization can go about registering its capabili

ties with AID, and makes clear that AID welcomes additional contractor 

resources; and (3) invite professional associations and societies to
 

suggest ways and means for developing new resources.
 

One of the most important functions that ODRA should perform we have
 

reserved for last. Today, when a university president or dean, aor 

foundation director, or a trade association executive, or the head of a
 

firm, would like to visit ICA and x discuss his interest in the foreign 

assistance program with some one who is thoroughly informed about universities# 

foundations, or trade associations for business firms, there is no single 

liaison office for him to turn to. 
This can be not a little frustrating.
 

The visitor should not need to talk to all four Regional Assistant Adminis

trators to acquaint them with his interest in operations anywhere overseas. 

We recommend that ODRA establish appropriate liaison offices for all these 

purposes. One excelleAt way to perform this liaison function is to invite 

universities, foundations, and others to nominate people who are willing 
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to serve for two or tL'ee years in these capacities in ODMUo The goal 

should be a friendly relationship between OMA (and all other units of 

AID) and the epectrurL of American institutions. 

As originally outlined, neither ODRA nor any other part of AID is
 

organized to carry out many of these important functions. There is no 

unit in which tle' lopment educatJ on (in the broao -ze-s -f' the term) or 

the educational appi'0ach to national development is central to the unit's
 

purpose. There central unit for m4*s no v,:we: and technology. There is 

no unit charged with the responsibility of encouraging prospective con

tractors to develop program interests that would be mutually beneficial.
 

There is no unit that will oe the professional liaison with the many fields
 

of knowledge and professional activity in the Ui.Iited States that could 

contribute to the program. 
There is no unit to take leadership in'develop

ig advisu±-1 panels for contractor identification and screening, with the 

selection of.the contractor left to the AiD operating unit. There is no 

unit at any responsible level where a university president might go to 

discuss plans for involving his institution in contract work. There is
 

no office that suitably can repre-sent AID before groups interested in
 

development Oducation. 
There is no unit that can coordinate use of
 

resources with other agercies such as the Bureau of Educational and Cultural
 

Affairs and the Peace Corps. 
In short, commodity and financial assistance 

have recognizable homes, but the educational approach to technical assist

ance does not. 



There are mar ' 
ways in which AID and ODRA can organize to fill
 
these needs. 
One way would be to establish a Professional Resources
 

Division in ODRA which would be assigned most of the responsibilities
 

listed in the preceding paragraph and some similar ones presently
 
designated for other divisions; itwould have the task of marshalling
 

and strengthening the resourees -of'tz -country for development assistance. 

..
In addition, an Development Education Adviser, reporting to the
 
Director of ODRA (and not to be confused with the Eaucatdon Branch of
 
ODRA which would have educationist-type functions) would exert leader

ship in the area of inter-professional and higher education matters and
 
provide liaison with higher education in general. 
At the saone time, the
 

Adviser would be concerned with furthering an educational approach to
 

development assistance abroad.
 



Chapter Five 

CONTRACT' ADMTNISTRATlONr AND PROCEDURE 

The Office of Contract Relations has introduced a large amount of
 
order into the "administrative chaos" that preceded it. It has developed
 
standard contract provisions for the various types of contracts that ICA
 
isusing; it has conferred with representatives of the universities and
 
has developed much-improved rt 
 provisions for university
 
contracts; it has established central contract files and developed a
 
record and inventory of all current contracts. ICA Regulation 6 seat
 
forth uniform policy and procedure for non-university contracts.
 

But apparently orderliness was not the only virtue that was lacking.
 
The contract operation in ICA has a worse reputation today, both inside
 
and outside the-agency, than it had before order was established, The
 
delays are greater; contractors are kept at arm's length, their motives
 
often suspected, and their alleged interest in public service often lightly
 
regarded; and negotiating sessions with contractors have become lengthy
 
haggles over minor issues and minor costs. 
People newly transferred to
 
Washington from field operations who have accompanied contractors to these
 
sessions have expressed their amazement at the rigidity and unfriendllnoss
 

that characterize these negotiaticns.
 

We held two panel discussions with contractor representatives,
 

and interviewed other contractors individually. 
One panel session was
 



with cormorcinl contractors, the other with univorsity contractors. When 
contractors are colled in and invited to air their views of the contract 
process, 	 one, of course, expects to hear many complaints, but we confess we. 
were taken aback by the unanimity and severity 	of the criticism. We asked 
a number of officers of ICA what they thought the reasons were, only. to
 
have 
 them Join 	in the complaints against delays, lack of sympathy and
 
imagination, 
 haggling 	over details, the tA -4i&nain -smd training 
of negotiators, and a genera]. -ktiosphore of negativism. 

The difficulties seem to center especially around four points: 
(1) the competence of the negotiators; (2) the conduct of negotiations;
 
(3) the content of the ICA "boiler plate" iu the standard provisions; and 

(4) 	 contract administration.
 

We did not undertake 
to interview all the negotiators or.to
 
study their personnel files. 
 We invite AID to do that for itself. 

In this chapter we shall first examine the negotiation process;
 
then the ICA 
 standard 	provisions; and th:.- Contract 	Administration. Per
haps we may discover some 
of the reasons for this 	"winter of our dis

content,.
 

Negotiating with Contractors
 

For the reasons stated in 
 Chapters 	One and theTwo, 	 authors of 
this report do not regard the awarding 	of a contract as a grant of 	patronage 
to the contractor. We do not 	find in the history of U.S. Government contract
ing suppo3rt for a belief that the business firms, foundations and univer
sities of the United States out to get all they.can fromare 

the Government 
and give no more than they 	have to. We see no 	reason to doubt that the 
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officers and employees of contractors are just as much devoted to the public
 
interest and to advan,.ing the purposes of foreign assistance as are govern
ment employees. 
We agree wholly with the attitude and spirit expressed
 
in a bulletin issued by the Atomic Energy Commission in January 1951, and
 
still in effect, entitled "AEC Contract Policy and Operations". On page 52
 
of the bulletin, AEC quotes the following from its standard contract forms:
 

'It is 4-e intent of the Comission and the Contractor that this
agreement shall be carried on in a spirit of parternership and
friendly cooperation with a maximum of effort and common sense
In achieving their common objectives".
 

The same page of the bulletin then goes on to say:
 
"Negotiation of each contract presents its special problems. AECtypically adopts the personnel, accounting, purchasing, andpolicie8of contractors-prticularly other 

industrial contractors - tothe fullest extent consistent with basic governmental requirements.It has moved away from requiring detailed approvals of individualtransactions of small monetary value and depended upon developing sound policies and making 
 spot checks to assure compliance". 

It is open to AID to make a fresh approach.
 

The ICAStandrd Forms and Provisions
 

We do not intend to bore the reader with details. Nor can we
 
undertake here to rewrite the boiler plate. 
We shall, instead, list
 
some of the provisons we have discovered that seem,to us unwise, some of
 
which prohibit what they should encourage, and some of which seem unreason
able or unfair. 
We shall then suggest three guides that we believe might
 
well motivate the dffort at rewriting the standard provisions that AID
 
should undertake as soon as practical.
 

Our illustrations are all taken from the document entitled "Outline
 
of a
Drect ICA Cost Contract with a Firm for Overseas
Services", issued
 



July 1c60 arid r u .
 This document shovs skill in draftsmanship and is
 
a great imprnvc: ent ovcz' 
tho incomplete and ambiguity-riddled contracts that
 
were characteristic of the period immediately preceding the establishment
 

of the Office of Contract Relations.
 

(1) Salary A:provals. 
 A number of contracts limit salaries for
 
overseas employees to 105% of the cmployeels average sa.Lary Tor the prior
 
three years, and any salary that exceeds this formula must receive prur
 
Washington written approval. 
This is unrealistic; few employees will go
 
overseas for only a #5% increase in salary; ICA and its predecessors have
 
consistently been compelled to offer larger increases in salaries to re
cruit people on direct employment to go overseas. 
The result is to compel
 
the agency to review a large volume of requests for salary approvals at
 

-higher rates.
 

It ii true that employees of private cor'ractors working overseas
 
are exempt from Federal income "axes on their base salaries, but this is
 
true only for employees who stay overseas at least 18 nonths. Further,
 
this reduction in taxes is 
 weighed in the employee's mind against a
 
number of factors 
that deter his going overseas. Co:itrac.tors should be 
permitted much greater flexibility in the payment of salaries if they
 
are to attract the.kind of employees required to perform AID work in a
 

competent manner.
 

We offer three possibilities as alternative ways to improve the
 
present provision. 
First, the contract could provide that salaries
 
that fall within the current "going market rate" will be acceptable.
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Second, the contractc,' could be required to submit a manpower budget in 
vhjch salary rates as ioll as man-years are estimated. If this budget 
appears reasonable, P: should be approved and the contractor permitted 
to pay calaries accordingly. This alternative was urged upon the Office 
of Contract Relations by the ICA Management S~aff some tiime ago, but 
rejected. Third, if a percentage figunre is to be used it should be 
increased to, say, 115% and, even more important, should be applied to 
the total salary cost to be incurred for all employees under the full
 
term of the contract,. so as to permit the contractor flexibility with 
respect to the payment of individual- salaries. 

(2) Clearances for ERnloyees, We speak here, not of security
clearances, but pf clearances for su ability. The present ICA practice
is not only too slow but non-prcducl %.e. After the Washington technical 
divisions review the personnel data, the papers. are forwarded for country
mission review and host government review. The process often takes many 
months, and many employees make other commitments in thg meantime. The
 
final result is to approve 
 the great majority of the personnel orignally 
proposed but only after long delay.
 

The whole process loses sight of the fact that one reason for 
using contracts is the contractor's presumed ability to get pleople on
 
the job more quickly. "Competence" in a contractor means, among other
 
things, competence in judging and selecting employees. 
We recommend that
 
suitability clearances be eliminated, except where the country mission 
director is unable, after patient effort, to persuade the host government 
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that it is much better to rely on the Judgment of the contractor and
hold him responsible.. Host governments tend to look to the number ofdegrees and underestimate more Iiportan,- qualifications. 
(3) SuMmisoy Tr . Mny, if not most, ICA contractsprovide that the contractor may not make more than one supervisory

trip per year to the country of operations without advance writtenapproval from the host government, the country mission director, and ICAWashington. Precisely the reverse would be a 
much more sensible policy.
Contractors should be reQuired to make enough supervisory trips toassure themselves that the work is going forward as well as possible,that their field staffs receive adequate headquarters support, and thatbreakdowns 
are anticipated and avoided so far as Possible. To anticl-Pate that contractors will take Junkets at government expense in thename of Supervision is to let one's fears overcome one's Judgment.The occasional contractor who becomes guilty of such practices can be
 
denied future business.
 

(4) FeeFormula. ICA has still not developed any fee standardsto guide its contract negotiators. The General Accounting Office criticizes this deficiency in its March 1961 report and recommends 
 that ICAadopt fee range schedules considered fair and reasonable for the varioustypes of services procured. ICA has agreed with the recommendation,
but it notes that because of the wide range in types of work and thefact that irork is performed in many foreign countries developing fee'standards presents a complex problem. If contract operations are to be 
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decentralized to count-. - mission directors and devolve upon host govern
ments, the need for standards becomes morc urgent if fair and reasonable 
fees that are comparable for comparable services are to be paid. We doubt 
that the work of the foreign assistance program is all that unique. AID 
can draw on the fee schedule experience already developed by the Depart
ment of Defense, General Services Administration, itomic Energy Commission, 
and National Aeronautics and Space Administration. 
Valuable contributions
 
to this study can be made by professional associations such as the Asso

ciation of General Contractors, American Society of Civil Engineers,
 

American Institute of Architects, and National Association of Professional
 

Engineers.
 

In determining the fc 
 formula, we recommend the following basic
 
policies. the principal commodity purchased with the fee is institutional
 

responsibility, skill and management; and the objective is to secure the
 
best qualified firm available to perform the work. 
These policies should
 
not be sacrificed in order to pay a lower fe; the fee is small in 
com
parison to the total cost of the work, and any saving in fee cannot offset
 
the disadvantage-
 hich result from employing a poorly qualified firm. 

(5) Reports and Information. Present ICA contracts specify
 
that all reports made by the contractors shall be treated as donfidential
 

and may not without ICA's written approval be made available to any person, 
institution or-government except as provided in the contract. 
We have
 
been told that the practice is to deny contractors' requests for approval
 
of distribution of technical reports even when they contain no information
 
of a confidential nature or political significance. Apparently the 
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reason for this polLcy is a 
suspicion that contractors will use their 

reports to obtain additional contracts. Here again, we believe the policy 
should be to encouraige what this prohibits. The contract should, of course, 
require the separate submission of information touching on security problems. 
The widest dissemination of all other reports can only promote the success 

of AID programs. 

As we have explained in Chapters Two and Four, AID should encourage 
contractors to seek new business. 
Contractors perform a service for foreign 
assistance when they help host governments to recognize some of their needs 
and the fact that AID may be able to help satisfy those needs. L is no 
problem for AID to refuse an overseas request for assistance when it thinks 
the request unwise; the program, of course, is doing that all the time. 

(6) Personnel AlloncesOverseas. The Departments of State
 
and of Defense, under 
 the eye of the Budget Bureau, periodically review
 
the special conditions U.S. 
 employee- overseas must encounter, and provide
 
for allowances in addition to base 
salaries to enable the employees to 
cope with such special conditions. This is the reason for quarters allowances 
and home leave privileges in addition to annual leave. Sane 35% of the
 
employees overseas 
who now work on ICA programs (not counting the employees 
of Participating Agencies who constitute another 10%) are contractor 
employees. The employees of contractors face the identical oonditions 
that are faced by U. S. employees, and in many instances they work side 
by side. Yet contractors have had to fight to win one grudging concession 
after another, and most of them are still not eligible to receive for
 
their employees education allowances (although university contractors
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receive this), sepnration allowances, and others. Quarters allowances 

and overseas differential are usually permitted, but cost-of-living
 

allowances almost never are. (Incidentally, the presumed uniformity 

expected to result from centralizing contract responsibilities in a
 

single office has not prevented the existence of widespread non-uniformity
 

in the treatment of'individual contractors and classes of contractors,
 

and much of this is unavoidable or even desirable.)
 

If we are right in anticipating a steady growth in the use of
 

contracts in the AID programs, it will be increasingly difficiult and 

unwise to deny appropriate allowances to contract employees overseas.
 

(7) Tying Overhead Reimbursement to a Maximzn Percentage

of Overseas Basic Salaries. From time to +ime, ICA officers become aware
 

of one or another conceivable contingency that might favor a 
contractor 

and increase the cost to the Government. As each contingency is identified, 

new restrictions are devised in the standard provisions to guard against 

it. One contractor has remarked that this is 
as though an automobile
 

repair shop, every time a 
car was brought in for repair, regardless of the
 

difficulty, proceeded to tighten the steering wheel.
 

A case in point is the relatively recent provision that re

imbursible overhead may not exceed a stated ceiling percentage of the
 

total base salaries paid to fulltime employees overseas. This usually 

makes it impossible to reimburse the unavoidable overhead expenses that 

must be incurred before any substanti4 number of employees can report 

overseas. Contractor resentment of this limitation is increased by the
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';act that long delays in clearing personnel are often the responsibility 
of ICA itself, but the dnlays nevertheless reduce the reimbursible overhea 
Overhead is, of course, ireimbursible within the stated limits no matter 
when incurred, so long as isit after the contract is signed, but this 
formula frequently makes it impossible to obtain full reimbursement
 
for overhead expense 
 that is entirely reasonable. 

(8) Miscellaneous. Similarly, the standard provisions create 
needless problems and delays-by requiring numerous written prior approvals 
before the contractor may take action; contain drastic limitations on 
the time that contractors may spend in orienting employees for work
 
overseas 
 (on the contrary, pressure should be put upon contractors to pro-,
i1de more adcquate orientation, and this takes time); refuse to permit
automobiles to be shipped for employees who are to stay less than one
 
year, but a ten-month employee 
may be almost helpless without a car 
in most of the countries concerned, and no provision is made for the
 
mission director 
to make available transportation from a car pool;
retain for ICA the right to terminate a contract without advance notice 
to the contractor, when formerly the practice was to require 60 days'
notice and even recently the practice required 30 days' notice; and impose
 
low limits on lump sum cash reimbursement for annual leave not taken
 
overseas, although many employees (sincc they are not entitled to home 
leave under present contracts, and since they may find their employ
ment suddenly terminated) prefer to take just enough vacation leave 
overseas to maintain urking efficiency. 



We bel"ieve we have come to understand why contractor criticism 

is so unanimous and o severe it deserved.- is 

Some Principles to Guide Revision of the Standard Provisions 

We recommend that AID give highW priority to revising the standard 

provisions developed by ICA. 
The revisers should study the forms in use 

by the other government agencies we have referred to in variou$ places. 

Most important, AID shoul6 ncite various groups of contractors, as ICA
 

did with the universities, to assist it in developing contract provisions
 

that are fair and reasonable to both parties. We suggest also the follow

ing guiding principles:
 

A. The controlling principle should be to come as close as 

possible to developing standard provisions that become vir

tually non-negotiable because they will strike most people
 

as reasonable. One of the major reasons for doing this is
 

that this single step can immensely facilitate the decentral

ization to country mission directors and host governments
 

of the negotiation and signing of most of the 6ontracts.
 

This is true because, iftie boiler plate needs little dis

cussion or revision, the parties to the contract need merely 

prepare two or three pages that will define the scope of the 

workindicate the time period of the contract, state the fee to be
 

paid, and cover any special problems unique to the particular
 

contract. 
It is the boiler plate that today produces the 

time-consuming haggles in contract negotiation. 
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as the Atomic Energy Commission has 

discovered, to provide for accepting the parsonnel, accunt
ing, Purch'i~sng, and other Policies of contractors to the 
fullent tx-ent consistent with basic government4 require.

ments. 

C. In spelling out the reimbursible overseas allowances for con
tract employees, tha general purpose should be to authorize 
Oxactly the sam3 - neither more nor less - allowances that 
the Department of State and the BuCget Bureau have found to 
be appropriate -or UoS. employees overneas. This will avoid 
creating morale problems among employees, bta even more import
ant, few contractors will even ask for any change in the stand
ard provijions on allom-ces if told that this is how the 
determination of allowancer. was arrived at.
 
the Faderal 
 income tax exemption that many overseas contract
 

employees receive is probably more than counter-balanced by the greater
insecurities of tenure they must endure and by the fact that most con
tractors cannot give the career-promotion protection to employees sta
tioned in far away places that the U.S. Government can give to its emplveez 

The revisers should also consider whether fixed-price contracts
 

cannot be used in a far larger number of cases in lieu of cost plus

fixed-fee contracts. 
The greatest advantage of the fixed-price contract 
over the reimbursement contract Is that it ve:y substantially reduces
 
the number of "contract actions" the agency must perform after the con
t'ac Is signed, and equally substantially reduces the paper work to be 



perfCori.ed by the~uof.nl~ to document reimbursement vouchers. A fixed
price contract; . reasonably firm estimate of what the total
 
cost is likely v. bo, can
but this be computed for a very large number
 
of personal 
service contracts as folLol,: Characteriticelly, the ICA 
contracts for personal services will require the contractor to provide so
 
many man-months of service in state-d areas over a stated period of time.
 
On the basis of past experience, it is 
 not difficult to compute the
 
factors tliat :.evea 
 what the fixed price should be in such a situation.
 
In most cases, it 
 will cat the comtractar, ia costs of all kinds, approxi
mately $20,000 
to $25,000 per man-year to maintain an employee overseas.
 
A study of the experience 
 of the last few years should reveal the
 
figure appropriate 
for this computation. Tt then would remain merely
 
to multip2y 
the factor by the man-years required and add a reasonable
 
amount for contingencies. 
 At'least, this is worth atudying; we believe
 
it cah Substantially 
reduce the work load for everybody.
 

Grants have been used effectively in 
 other Government agencies
 
to support reearch in 
 educational and non-.profit institutions. The
 
National Institutes of Health, 
 the Atomic Energy Commission and the National
 
Science Foundation 
have made ffictive use of the grant. The Grant instruzi 
ment has the advantage of permittin- reasonable administration without 
detailed and onerous controls. We recommend that ODRA explore the possi
bilities of this instrument that AID may be freeso to choose the tool 

most appropriate in each situation.
 

Similarly, AID should stuhy the advantages of the Participating 
Contracts, in which both parties Jointly participate in the financial 
support of a project in which both have an interest. We suspect, incidentally., 

http:perfCori.ed
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that every university contract is a Participating contract since univer

sities receive no fees and no conzractor can ever be reimbursed for all
 
his actual expenses under a so-called cost reimbursement contract  if
 

only because many- unavoidable expenditurej are simply non-reimbursible
 

under U. S. Government law or policy. The amount 
 of financial support
 

by the two parties 
may range from equal amounts to percentages of 60-40, 
70-30, 80-20-, etc. Many foundations and other institutions would welcome 

such contracts. 

We also recommend a much greater use of the pre-contract contract.
 

This is a small contract with 'aselected contractor to enable him to send
 
a representative or two to the host country to study the local situaticn 
and help work out a realistic contract in the appropriate local context.
 

The universities have demanded and received this device as an almost
 

regular practice, but it sois sensible that AID should voluntarily
 

extend 
 it to many more situations. 
This becomes even more essential as
 
country missions and host governments take over most of the contracting. 

ICA policy today forbids the awarding of a contract to the firm 
that has already made a preliminary survey for the particular operation, 

except in very rare circumstances. 
This is another policy that prohibits
 

what ICA should encourage. By the time that the host government and a 
cotitractor have completed making a preliminary study of what is needed
 

in a major operation, the two should have arrived at an invaluable under
standing of each other and of what must be done. 
The Office of Contract
 

Relations feels that contractors will "build themselves up big Jobs" 



in the preliminaly survey if they are thereafter permitted to accept the 
contract for operations. 
 .'e see no reason why AID should have so little 
self-confidence in the ability of its Mission Directors and Regic-ial
 
Assistant Adinlistrators to see 
through this dodge where it is attempted. 
There is, however, one rituation in which the policy is sound (and from 
which it has been inappropriately generalized): 
On major construction 
projects the contract given to architects and engineers for drawing up 
designs and specifications should almost always be given to a separate 
firm from those invited to submit competitive bids for construction. 

The Uses of Adv Committees
 
This may be a good place to interject the fact that the univer

sities banded together some time ago to force ICA to modify the boiler
 
plate provisions ixuniversity contracts. 
The universities were able to 
exert sufficient pressure upon ICA to compel it to confer with a univer
sity committoc 
and to hommer out in a long series of conferences a much
 
more acceptable boiler plate for university contracts. 
As one result,
 
university contractors are today noticeably less bitter than the' were 
and less bitter than any other contractors. 
Even this experience, how
ever, was not able to persuade ICA to undertake similar conferences with.
 
representatives of other contract groups, or to extend to any noticeable
 
degree to other contractors what the universities were able to convincc
 
ICA were desirable contract provisions. Reading the standard ICA university 
contract today is to observe a marked difference in tone between it and 
the contract ICA uses with non-profit foundations and commercial fJrms -



and the university contract forms still need substantial revisionalong 
the lines discussed in this chapter. Tnis failure to confer with the 
other contractors concerning the boiler plate, after years of widespread 

protest, speaks eloquently of what is wrong. 

AID's Division of Contract Standards should seek the parti
cipation of contractors and poteatial contractors in asi
 
policies concerning boiler plate, 
 Standard contract policies, and no
gotiating procedures. 
For this purpose, three continuing advisory
 

committees may prove useful: 
one of commercial contractor representa
tives, one of university representatives, and one of other non-profit.
 

contractors. 
The price 
of having effective advisory committees, how
ever, is to consider 
the advice seriously and sympathetically. 
The
 
committees can be a fruitful means of cooperation, as they have been
 

in other government agencies.
 

A New Procedure for Contractor Selection
 

For some time after the Office of Contract Relations was
 
established, the function of selecting contractors for specific con
tracts was assigned to the technical divisions. 
Given the absence of
 
a Contractor Index or any substitute for it, technical divisions would 
frequently "take from 6 to 12 months to locate a contractor. The
 
Office of Contract Relations quite properly objects to being blamed
 

for delays over which it could exercise no control.
 

On March 31, 1960, ICA issued Policy Directive 12 to establish
 
a new procedure for selecting firms to perform architectural, engineering,
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" oci rofessiona1 Lvices.z It provided for establishing a three

-,fr. Ito do.- mw the selcE"ting, with the Director of the Office of Con
hielations asi Chaiman. The director of the responsible techni-

Om 
 office and the Depu:y Regionl Director for tim Geographic Area 
were the other two members. If the panel was unanimous, the decision
 
was final. If the y4nol could not reach unanimity, the problem was to 
be forwa'ded to t~hp Deputy Director for Qperations "who will consult 

S with interested o~Vices and then make the decision.? This is the pro
cedu're 4folowed today. 
 (A high officer of ICA whom we intezriewed
 
insisted to us that the Regional Directors of ICA have complete authority. 
aid responsibility for major administrative actions in their Regions, 
if they 
vre but irilling to meke a decision and assume the responsibi-.
 
lity, 
It may be that some Manual sections say so; 
we have not.tried
 
to find thm; but a long series of policy directives such as the oAe
 
just described reveals how meaningless any such manual sections have
 
become. 
As we said above., the acinistrative organization actuilly
 
practiced by ICA makes the heads of most major offices fully coord...
 
nate and only the Deputy Director for Operations can make a decision
 

tAand.)
 

The present procedures under Policy Directive 12 still result
 
in long delays° 
We have recom ended in Chapter Three that complete
 
responsibility for contractor 
selection be placed in the same officer
 
who is to cairy responsibility for the other six major steps necessaxy
 
for each contract in the four Rejional Assistant Administrators and in
 
tho head of ODRA., Those bfficers should find the selection made much
 
easier by the work to be done by ODIA.
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Thc D. <-0;.' of the Office of Contract Relations bolieves 
that ICA hoa done a peor job in tie past in seeing to it, after a con

tract is signed, that the contractor delivers full performance, and in 
cooporatiiir1 wtith thc contractor to remove obstacles from the path. He 
was instr-ueiAntl in issuance of' the new Mmiual Order on Septmber l, 
l95'" J.. -4. .... 
 ILinj..htrtion. The new Manual Order 
(121.1) 
 doos spell out more aiear$, the importance of contract admi
':.istratioin:, (M 
 does moke the director of the counta7 mission responsi
ble for Lac<; n;in touch with contract performance for all contracts 
carried out in his comtiTj; bat it still divides the Washington responsi
bility for contract admzinistration between the technical divisions and 
the Office of Contract Relations. W'e have recommended in Chapter Three 
that full responibility for contract administration and for final 
contract p '-,Tluvrec l y upon the same officer that will
 
Carry 
 fa, th, ve other major steps we have listed
 
On pa, .26 
theu nw'e required fco.. each ccntract. , 

i,,o;.;,coaL c,-11, cr 'ork in a.single country. The couni
try missio dirc uwor!b]J.ev(,, car, best perform the tasks of contract 
a&0ministration whic.in+ e g,:ivng a.l required AID approvals or dis

-prova], .:,,C foT.icl on .,rotess, helping to resolve unexpected 
contiw; ' ° . , .....~inge contractorts performances and evaluating 
contractor pC:r'olrn"ance .nd conltract results when the work i completed. 
The directora 'rUPl. of course, need to (callupon the lawyers and fiscal 
experts for u Instlace :.ihon problois jn their fields nrA 



- 105 -

Some contracts 
may require little or no work in any country 

overseas, and administration of these contracts should bo the responsi-.
 
bility of the head of the officethat made the contract. The technical 
divisions, as staff service offices; should, of course, be available 
and be consulted so that they may assist the line officers in adminis
tering contracts, as 
should all the other staff service offices, but 
contract administration is too important a step to permit divided
 

responsibility.
 

Within the last three or four years, there has been a steady 
flov of responsibilities for contract administration, as for other
 
contract actions, toward the Office of Contract Relations. We think it.
 
most unwise that the Geographic Area Divisions be removed as they now
 
are from intimate consultation with contractors in the effort to promote
 
contract performance. 
Even the best planned and best written contract
 
must be able to be molded to changing conditions, and this is 
a skilled
 
performance that can be expected only from people who are intimtely
 

familiar with tha needs of country programs.
 

The Progress Reports of the Office of Contract Relations
 
report in terms of numbers of "contract actions" rather than numbers
 
of contracts negotiated or signed. 
Most of these "contract actions"
 
refer to problems of contract 
 administration. Clear assignment of those 
responsibilities to the mission directors and the head of the five major
 
operating offices in Washington will greaty redioe the work load of 

• the contract negotiators. 
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A vor;1 .e ,..- mrJor c:nstruction projects. Peorle 
have often urged ICt to ease its burdens by turning over to the Bureau of
 

Public Roads, the Corps of Engineers, and other such bureaus the respon

sibility fo;7 entering into and administering major construction contracts
 

on behalf of ICA. 
 Although we share with the Office of Contract Relations
 

the view that AID cannot run away fror its contract responsibilities by
 

giving contracts to prime contractors and asking the prime contractors to
 

award a number of subcontracts, we feel, nevertheless, that T-r-z 

major construction projects, such agencies as the Bureau of Public Roads,
 

Bureau of Yards and Docks, Corps of Engineers, and the Signal Corps are
 

better equipped than is AID to handle the total contract operation for the
 

particular project involved. 
 This would be merely another use of the
 

Memorandum of Understanding with a Participating Agency that we have
 

'already explored in Chapter Four. 
A similar use of prime contractors
 

should be explored with the universities because of the special requirements
 

of educational programs.
 

Transition From the Old to the Ncw. 

We have already cited Mr. Ohly's discussion of "Systems of Operation
 

in Technical Assistance". 
 We now call attention to his statement, on page
 

79 of that report, of the importance of making a smooth transition from the
 

old to the new in the case of any reorganization, in order to avoid loss of
 

continuity in current 
)perations. 
The foreign assistance program has been
 

reorganized almost every two ycars. 
Operations simply must not be perru2tted
 

to grind to a halt while new offices are established and new responsibility
 

assignments made. 
As Mr. Ohly says, "Any basic changes in systems of
 

operation must be effected, and any of the needed surgery performed, with
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. consciousness that history will not stand still during the opera

and that the patient, while being revitalized and rebuilt, must 

a& U times be able to carry on his most essential work".
 

.If the contract function is to be reorganized, the appropriate
 

officers of AID shou14 agree on time schedules for the transfer of re

sponsibilities.
 

CONCLUSION 

We have demonstrated, we believe, that the contract operation in
 

the foreign assistance program is manageable  but it must be managed.
 

If the host governments are to be given technical assistance in
 

making contracts that AID will finance; if the mission directors are 

to do most of the AID contracting, and receive the support they will 

need from Washington; if the major operating unitb are to do the con

tracting and participate in the preparation of agency-wide contract 

standards and policies; if a large cross-section of the nationts
 

institutional resources are to be brought into the service of the 

program; if all these things are to happen and mesh together with 

reasonable efficiency, then the Administrator of AID must himself
 

determine that this is the kind of contract operation he wants, and 

lead the Agency toward achieving it. 

We conclude, therefore, as we began. The device of a contract 

between the Government of the United States and private or public 

organizations can become a powerful instrument for achieving the 



-lOC.

nation's purposes in foreign assistance Boldly conceived, syt
pathetically operated, properly organized and controlled, the contract
 
can become a
wide channel for sluicing the skills and strengths of 
a multitude of private and public agencies into the service of the 
Government in one of the most difficult operations the Government.
 
must, carry on in the Decade of Development: helping the undei
developed nations to reach the point of self-sustaining economic 

growth. 


