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IMPLICATIONS OF
FEDERAL FUNDING CUTBACKS FOR

ANALYTICAL RESEARCH INSTITUTIONS:
SOME PRELIMINARY OBSEPATIONS

The purpose of this memorandum is to draw attention to a

change in Federal policy regarding the support of certain non-

profit analytical research institutions often referred to as

"think tanks". Because these institutions have come to assume an

extremely important role in the Federal research network, a recom-

mendation for change in the funding pattern f'or several of the major

ones carries with it implications which invite both interpretation

and speculation. This paper is not intended to serve as the vehicle

for either. Instead, it.supplies preliminary observations which

relate directly to the proposed change. A brief survey of the

initial establishment and later development of the research institu-

tions is provided as background information. The recommended policy

changes evidenced by the House Appropriations Committee actions,

are highlighted and are commented upon. 2/

Analytical Functions of the Research Institutions

Within the United States, the past two decades have witnessed

the emergence and rapid proliferation of private, nonprofit research

institutions, dedicated to the performance of special analytical re-

L_ For a comprehensive discussion of the current situation regarding
nonprofit Federal Contract Research Centers see: John Maffre,
"Defense Report/Congress Presses Pentagon to Phase Out 'Think Tanks',
Shift Emphasis to In-House R and D." National Journal. Vol. 3,
Number 50, December 11, 1971. pp. 2420-2430.
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search and systems analysis for the Government. In particular the work

was requested by and prepared for the Department of Defense. The first

of these nonprofit institutions arose at the conclusion of World War

II, at which time the defense agencies required systems analyses which they

could not readily perform in-house. During the postwar years, com-

paratively low government pay scales for professional personnel, a

lack of desire by the defense agencies to maintain a permanent staff

for systems analyses -- as it was believed that the need for them would

be sporadic -- and the high degree of special competence and skills

required for the performance of such studies, led government agencies

to seek temporary assistance from outside groups of recognized ex-

perts. These circumstances, coupled with an increased availability

of Federal funds to procure analytical assistance, served to promote

the establishment and growth of private institutions with 'which

such experts became associated. _2/

Although it was originally anticipated that the usefulness of

these institutions would be temporary, a continuing flow of new

and extended requirements for their special services kept them in

business and caused their numbers to increase. These institutions

have flourished. Many are almost wholly dependent upon Federal con-

tracts for their livelihood, but otherwise operate as independent enter-

prises.

_2./ For one discussion of these organizations and their role, see
James L. Trainor, "Government Use of Nonprofit Companies",
Harvard Business Review. Vol. 44, May-June 1966. p. 39.
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These private institutions have been, and continue to be in a

position to provide unique and valuable services to their contracting

agencies. Because they have been successful in attracting many talented

professionals possessing special skills and expertise in a diversity of

fields, they can offer to their contracting agencies the services of

leading, multidisciplinary analytical teams. Although largely de-

pendent upon the government agencies for their existence, they operate

outside of the government structure. This enables them to bring an

independent perspective to their analytical work. In principle, they

are not tied to the particular sets of objectives and commitments which

characterize the agencies. In addition; the independence which the

research institutions enjoy allows the freedom of speculation on and

exploration of many issues of potential importance to national defense

or to other public interests before such issues become demanding of

immediate action. Over the past two decades, these private research

institutions have grown to assume an intrinsic role in the analytical

research activities of the Federal Government.

Initially, the activities of the special analytical research

institutions were specifically directed to tasks for the defense

agencies. Their capabilities were tailored to meet these agencies'

immediate needs. The growth of many of these research groups into sizeable

private organizations over the years, has been accompanied by an

expansion and diversification of their interests and capabilities,

and a resultant attraction of other clients. As a consequence, some

of these groups are now able to serve in other capacities, in

addition to the specific ones for which they were initially created.
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Civil agencies, in conjunction with the defense agencies, and other

organizations both within and outside of the Government, now employ

the services of nonprofit research institutions.

A growing public awareness of the operation of these research

organizations has accompanied the recent expansion of their interests

and capabilities. The increasing importance which these organizations

have' enjoyed as integral parts of the Federal research network has

begun to create some public concern. In his new book, "Think Tanks",

Paul Dickson 3_/ raises a number of issues regarding the functions

of these institutions and calls for public consideration of the

position which they have grown to assume. Although controversial

in content, the book serves as an indication that change is afoot in

the environment in which these institutions operate.

Implications of a Policy Change?

On November 11, 1971, the House Committee on Appropriations

indicated the possibility that the appropriate time has come

for a substantial change in philosophy regarding Federal use of

the private analytical research institutions. This was expressed

by the Committee in its recent report on the Department of Defense

Appropriation Bill for 1973. 4/ In essence, the Committewould

/ Paul Dickson, Think Tanks. New York: Atheneum, 1971.

4/ U.S. Congress. House Department of Defense Appropriation
Bill 1972. A Report of the House Committee on Appropriations.
92nd Congress. 1st sess. Washington D.C. November 11, 1971.
Rpt. No. 92-666.
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have the Defense Department begin to reduce or phase-out its use

of four specific nonprofit analytical research institutions, and

instead to rely more fully upon internal analytical resources.

The four major institutions which the Committee identified

for reduced funding are: the Rand Corporation, Research Analysis

Corporation, the Center for Naval Analyses, and the Institute

for Defense Analyses. The Committee recommended cutbacks in

the amount of 25% of the budget requests for each of the four

research operations for fiscal year 1972, and indicated that it

expects further cutbacks in future years.

One fundamental reason underlying the recommendation for

reduced funding levels is the Committee's expressed desire that

in-house analytical capabilities of the Department of Defense

be developed and used. The Committee finds that the development

of these internal capabilities is both a viable and a desirable

alternative to the now extensive dependency of the Department upon

the resources of the nonprofit research operations. It anticipates

that numerous benefits would derive from usage of in-house oper-

ations. Included among-such benefits are the following: the in-house

capabilities would allow the military and civilian personnel -- who

have direct responsiblities for the success of the efforts of the

U.S. armed forces -- to play a more direct role in the studies and

analyses which are fundamental to program planning; Government

personnel are under regulations with regard to salaries and benefits

which are not applicable to nongovernment employees; the costs
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associated with in-house government research should be lower;

and in matters of security better control can be maintained within

governmental organizations than in outside groups.

Also, the Committee sees present circumstances as favoring

this change. It observes in the report that the level of proficiency

and pay in government service, in combination with the educational

and training benefits made available to military and civilian

personnel, make the establishment of in-house capabilities fully

possible at this time.

The House Committee recommendations seem likely to substantially

affect the future development and performance of the nonprofit

research institutions. It seems plausible to consider this change

in philosophy as a milestone along the evolutionary road of these

organizations. If DOD's funding of these groups is further reduced

in future years, it seems likely that the capabilities of the research

institutions will become concerned with a new range of interests and

will become involved with a new clientel. It seems reasonable to

conjecture that more of the future work of these organizations will

be directed toward the solution of widespread domestic problems, and that

decreasing attention will be given to analytical work for the Defense

Department. The alternative for these organizations would be

to gradually reduce their activity and eventually to go out of business.

Selected Excerpts from the Committee Report

Excerpts from the Committee's report appear below. They com-

prise the statements which specifically present the Committee's views

concerning each of the four institutions central to this discussion.
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RESEARCh ANALYSIS CORPORATION

The Committee recommends a reduction of $1,800,000 in the sum
proposed in this account for the Research Analysis Corporation. This
is a 25 percent reduction from the $7.4 million requested for the basic
amount for this nonprofit organization. The Committee has not speci-
fied a reduction in the program amounts for this organization which
are carried in other appropriation accounts, but directs that no in-
creases be made in other areas which would offset the recommended
reduction.

The Committee directs the Department of the Army to move toward
the establishment of an in-house capability to perform the kinds of
studies and analyses which are now done under contract by the Re-
search Analysis Corporation. The salaries paid by the Government
today and the training and educational benefits given Army military
and civilian personnel have made it more possible to perform this kind
of effort in-house than when the nonprofit "think tank" operations
were initiated.

The military and civilian personnel who have'direct responsibilities
for the success of the efforts of our armed forces should play a more
direct part in the studies and analyses which are a part of the long-
and short-range planning of the Department of the Army. Further,
the personnel of the Government are under regulations with regard
to salaries and benefits which do not apply to members of nongovern-
mental organizations and costs within the Government should be
lower. Security controls within the Government are better, as is the
overall regulation of personnel. The Committee also recommends simi-
lar actions with respect to similar contracts in the other services and
the Department of Defense with organizations operating in the same
area.

The reductions recommended in appropriations for various Federal
Contract Research Centers have the effect of lowering the overall ceil-
ing established for these organizations in the authorization action.

Ibid. p. 106.

CENTER FOR N AVA ANALYSES

The Committee recommends a further reduction of $700,000 in the
basic amount appropriated for the Navy functions of the Center for
Naval Analyses. This is in addition to the reduction of $1,400,000
provided in the authorizing legislation. The total reduction in this
request is $2,100,000. The budget estimate is $8,600,000 and the amount
approved is $6,500,000.

For the Marine Corps activities involving the Center *for Naval
Analyses, a reduction of $200,000 is assessed in addition to the $100,000
reduction made in the action on the authorizing legislation. The budget
estimate for the Marine Corps activities was $1,000,000 and the sum
recommended is $700,000. Although no reductions were made in pro-
gram funds other than the basic funds for the Center for Naval

nalyses included in the Research, Development, Test, and Evaluation

request, and no reductions were directed against the Center for Naval
Analyses activities funded in other appropriations, no actions should
be taken in these areas which would offset the reductions indicated.

The Committee directs that the Department of the Navy move to-
ward the accomplishment of more of the type of effort performed by
the Center for Naval Analyses within the Government. The Commit-
tee believes that the salaries the Government pays today and the
availability of trained personnel in and out of the Government make
this feasible.

The Committee believes that the responsible officials of the Govern-
ment should take a more active role in the studies and analyses of the
type made by the Center for Naval Analyses and that the advantages
of close Governmental direction and supervision in this area require a
phasing of this activity within the Navy.

Ibid. p. 110.
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RAND CORPORATION

The Committee recommends a reduction of $3,000,000 in the base
amount provided for the Rand Corporation. The request for Rand is
$11,000,000 in the basic program and $205,000 in other programs. In
making this reduction, the Committee directs that no funds from
other categories or appropriations be applied to Rand in fiscal year
1972 in such a way as to offset the indicated reduction. As stated pre-
viously in this report, the Committee feels strongly that the time has
come for the military services to begin phasing out the "think tank"
operations which have been supported for more than two decades. The
level of proficiency and pay in the Government service is such that the
Government should be able to move these efforts in-house. The Com-
mittee feels that the Government officials responsible for national de-
fense should be more closely involved in these efforts than they are
under the present procedures. The Committee further believes that in
matters of security better control can be maintained within govern-
mental organizations than outside the government. The reductions in
this area approximate 25% and are based on giving the Department
an opportunity for an orderly phase-down.

.2/ Ibid. p. 116.

INSTrrUTE FOR DEFENsE ANALYSES

The Committee recommends a reduction of $2,500,000 in the amount
recommended for the Institute for Defense Analyses. This is in line
with recommendations made in connection with appropriations for
similar organizations. The budget request for IDA for fiscal year 1972
is $11,000,000 as compared with $9,800,000 in fiscal year 1971. The
Committee believes that the Department of Defense can obtain quali-
fied military and civilian employees to perform the services required
in-house and that the Department should establish plans for phasing
out the various "think tank" efforts.

_/ Ibid. p. 121.
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The dynamics of change implicit in the situation under

discussion seem to center upon three salient factors.

One -factor is an evolutionary change from the original pur-

pose for which these private research institutions were created.

To recapitulate, that purpose was to provide a necessary service

to the Department of Defense. In post World'War II years, the

Department required strategic systems analysis work which it decided

not to perform internally. The private research organizations arose

to meet this need. The uniqueness of the resources which these

organizations had to offer, and the high quality of their work

established for them a notable role within the defense research net-

work. In this decade, the requirements for their special analytical

services are no longer the same; the increasing diversity of capa-

bilities and interests being shown by the research organizations

reflects this change in need.

A second factor is Congressional thinking about the present

role of these institutions. The philosophy behind the House Com-

mittee's recommendations for budgetary cutbacks is reflective of

a change in attitude regarding the functions of the private research

institutions for defense needs. The changing force arises from

the Committee's desire to reduce the Defense Department's dependency

upon such institutions and to encourage more extensive usage of the

Department's in-house capabilities.

The third factor pertains directly to the interests and

capabilities of the private research institutions themselves.
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Many of the institutions are trying to broaden the scope of their

activities. There appears to be an increasing interest on their

part to become involved in research and analysis which is directed

toward the solution of domestic problems. Thus, change is being

fostered from within these groups as well as from within Govern-

ment.

The interaction of these three primary factors will have

a significant effect on the role which the private analytical

research institution will play in meeting future needs of Govern-

ment -- Federal, State, and local. A change from the pattern of the

research institutions' activities of the past two decades appears

imminent. At present, however, the direction which the new pattern

will take remains to be seen.
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