tions may also point toward a purchase
decision. However, it is often necessary
to borrow money in order to purchase
a major computing system today. This
is particularly true in view of the cur-
rent financial straits of most univer-
sities. Yet, the government will not per-
mit its users to pay their fair share
of the interest charges on the funds
used to purchase the computer, re-
quiring instead that the university-
funded users pay not only for their
own share but for the government-
sponsored users’ share as well. The
magnitude of the inequity becomes ap-
parent when one considers that the in-
terest costs for a $3-million computer
system amortized over 5 years amounts
to more than $780,000 at today’s in-
terest rates. _

It is easy to understand how the
government policy of not allowing in-
terest expense came into existence.
Where commercial profit-making orga-
nizations are involved, the government
can validly argue that profit is defined
to include return on capital investment
as well as rewards for risk-taking and
accomplishment. Thus it would neither
be fair nor in the government’s interest
to permit a contractor to exercise high
leverage through debt rather than equity
financing, recover the interest cost of
borrowed capital and obtain a profit
on it while other contractors, using
invested capital, must pay their capital
costs from profits alone. Therefore, no
cost allowance is permitted for “inter-
est” computed on invested capital, for
dividends on equity capital, or for in-
terest paid on borrowed capital. The
source of capital is not of concern,
and the contractor is expected to pay
the cost of capital from profits. In the
case of nonprofit educational institu-
tions, however, it is clear that the above
factors are irrelevant.

Private colleges and universities op-
erating under the Internal Revenue
Service regulations for nonprofit insti-
tutions cannot very well sell stock
to raise capital, so borrowing from
the bank must be the avenue for fi-
nancing equipment acquisitions. Even
if an institution were willing to invest
endowment capital in a new computer,
the loss of endowment income would
represent a real cost to the institution,
equivalent to the payment of interest.
Yet, when such an institution performs
work for government-sponsored users,
it is allowed neither profit nor interest
recovery regardless of the fact that a
capital cost is incurred. One must then
conclude that the government is ad-
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versely discriminating against colleges
and universities in the handling of
computer costs.

Further, the policy of not allowing
interest expense can also result in gov-
ernment funded users paying more for
computer usage than they would if the
interest expense of nonprofit organiza-
tions were allowed. For example, a
nonprofit contractor often elects to
lease computers from the manufacturer
or from a third party (interest on the
capital being included in the lease
price) for shorter periods of time than
they otherwise would so that cumula-
tive lease costs are less than purchase
price. Yet, the purchase price plus
the interest expense less the residual
salvage value of the equipment at the
end of the period will frequently turn
out to be less expensive than the cumus
lative lease payments over the period.

PAUuL ARMER
NORMAN NIELSEN
WILLIAM YUNDT
Stanford Computation Center,
Stanford University,
Stanford, California 94305

New Ringmaster—Same Circus?

The article by Carter (26 Dec., p.
1603) records the departure of Yanna-
cone as general counsel of the Environ-
mental Defense Fund (EDF) and states
the scale of compensation which fur-
nished the incentive for his cross-
examination of scientific witnesses.
Wurster [BioScience 19, 809 (1969)]
has extolled Yannacone’s courtroom
tactics as furnishing the “acid test of
relevance and competence” for obtain-
ing information on DDT. Yannacone
was described in Science (22 Dec. 1967,
p- 1552) as without “formal training
in ecology.”

The bizarre tactics employed by Yan-
nacone at the Wisconsin hearings, ac-
cording to the hearing examiner, in-
cluded “histrionics and badgering wit-
nesses.” I have hoped that the material
in those hearings might some day be
reexamined in a more orderly scientific
atmosphere, but this seems doubtful:
EDF’s new general counsel boasted in
the hearings at Seattle on 16 October
of his lack of training in biology. My
prediction for the EDF is: same travel-
ing circus, different ringmaster.

THoMAs H. JUKES
Space Sciences Laboratory,
University of California,
Berkeley 94720
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... never blows its top
because it’s screwed on
right.

\\i

The Nalgene® Wash Bottle has a
new screw closure that guaran-
tees a positive seal. Can’t pop off
while you’re dispensing. The
unique one-piece construction of
this popular wash bottle means
it’s absolutely leakproof, dis-
penses to the last drop without
tipping or shaking. 30-1000 ml.

Nalgene Labware . . . better all
the time. Ask your Lab Supply
Dealer for our complete catalog.
Or, write Dept. 2114, Nalgene
Labware Division, Nalge Com-
pany, Rochester, N.Y. 14602.

LS o
SYBRON CORPORATION

1199



