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For-Profit Contractor Overhead Costs Head for the Sky

m Universities may soon
be joined in the indirect
costs dock by for-profit
government contrac-
tors—especially those in
acrospace. The reason:
Many contractors have
begun to boost their
overhead fees to compen-
sate for a decline in new
business and a resulting
increase in the per-cus-
tomer cost of sustaining plants
and workers.

An example: Managers of
NASA’s Advanced X-Ray As-
tronomy Facility (AXAF) this
winter allowed the project’s
three contractors—TRW,|
Hughes Danbury Optical Sys-
tems, and Kodak—to increase
their overhead charges, thereby
adding millions of dollars to the
lifetime cost of the $1.8 billion
telescope. According to one
NASA staffer, some of the
companies cited the slump in

defense business as a key factor.

Contractors keep their over-
head rates confidential, so
neither they nor NASA will
disclose the actual amount of
the increase. However, a TRW
spokeswoman played down the
impact, claiming that overhead
charges amount to no more than
“a couple of percent” of AXAF’s
entire cost. A NASA program
manager estimated that over-
head accounts for 2 to 5% of the
total AXAF cost.

Whatever the exact amount

Second SSC Detector Gains Support

W Research administrators at
the Superconducting Super
Collider (SSC) will be breathing
a bit easier in the future. The
SSC Laboratory has approved
engineering R&D support for
the Gammas, Electrons, and
Muons (GEM) detector collab-
oration, a group that was hastily
assembled last June after the
laboratory decided to cancel a
detector proposal that repre-
sented nearly half its experi-
mental program (Science, 17
May, p. 908). s

The 22 January decision puts
GEM on an equal footing with
the Solenoidal Detector Col-
laboration (SDC), an experi-
ment approved at about this
time last year. Both groups are
now working on
full technical
designs,
which they
hope to
unveil
later
this
year.

A boost in AXAF’s cost is
due in part to a rise in
contractor overhead
rates.

of the recent increase,
it jacks up an overhead
rate that is already
believed to be much
higher than university
rates. An official at the
Defense Contract Audit
Agency notes that companies
often charge more than 100%
of labor costs as overhead, and
that on some equipment-
intensive jobs overhead runs as
high as 400% or 500%.

Congress “Grounds” NIH Scientists

® On orders from Congress, the
Public Health Service (PHS)
has reduced its $44 million
travel budget by 29% in the
present fiscal year, jeopardizing
nearly all discretionary travel for
“luxuries” such as scientific
meetings and site visits.

The $12.75 million cut is
large in itself, but the bite on
scientists was aggravated by
NIH director Bernadine Healy’s
decision—taken, she says, out of
humanitarian concern—to pro-

tect funds for patients traveling

to NIH for treatment.
Even worse, nearly a
quarter of the travel
budget had already
been spent by the time
Congress told PHS ad-

The two main SSC detectors,
SDC and GEM, are now
both under technical design.

ministrators last December that
they couldn’t simply shift
money into travel from other
accounts.

Healy says Congress imposed
the restrictions out of pique at
what legislators considered an
overly large number of federal
scientists headed to Florence
for last year’s International
AIDS Conference. But instead
of merely cutting the budget
for conference travel—a bad
idea, but a manageable one,
Healy says—Congress cut all
travel across the board. “That
was heavy handed and des-
tructive,” Healy says.

PHS officials have asked
Congress to restore their travel
money in the next budget, but
until the new fiscal year starts on
1 October, NIH scientists will
be staying close to home.
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