


W H Y  I N D I R E C T  C O S T S ?  

b y :  C a r l  L a k e ,  C o n t r o l l e r

R u r a l  A l a s k a  C o m m u n i t y  A c t i o n  P r o g r a m

I n d i r e c t  c o s t s  h a v e  b e e n  c a l l e d  a n u m b e r  o f  t h i n g s  o v e r  t h e  

y e a r s :  " a d m i n i s t r a t i v e  c o s t s / c h a r g e s , "  " o v e r h e a d , "

" a l l o w a b l e  c o s t s "  a n d  " r i p - o f f . "  S i m p l y  s p e a k i n g ,  i n d i r e c t  

c o s t s  a r e  t h o s e  c o s t s  o f  a n  o r g a n i z a t i o n  t h a t  c a n n o t  b e  

d i r e c t l y  c h a r g e d  t o  a n y  o n e  g r a n t  o r  c o n t r a c t  a d m i n i s t e r e d  

b y  t h a t  o r g a n i z a t i o n .

I'

N o n p r o f i t  o r g a n i z a t i o n s  a r e  u n i q u e  i n  t h a t  e a c h  a n d  e v e r y  

p i e c e  o f  f u n d i n g  t h e y  r e c e i v e  m u s t  b e  a c c c o u n t e d  f o r  s e p a r a t e ­

ly a n d  m u s t  h a v e  i t s  o w n  f u l l  s e t  o f  a c c o u n t i n g  records.'. . 

E x p e n d i t u r e s  u n d e r  e a c h  g r a n t  o r  c o n t r a c t  m u s t  b e  r e p o r t e d  

s e p a r a t e l y  a n d  f u n d i n g  a g e n c i e s  o f t e n  r e q u i r e  d i f f e r e n t  

f i n a n c i a l  a n d  a u d i t i n g  r e s t r i c t i o n s .  T h i s  r e q u i r e s  t h e  

o r g a n i z a t i o n  to d e v e l o p  c o m p l e x  a n d  s o m e t i m e s  e v e n  c u m b e r ­

s o m e  a c c o u n t i n g  s y s t e m s  t o  p r o p e r l y  a c c o u n t  f o r  t h o s e  d o l l a r s  

in  a f i s c a l l y  r e s p o n s i b l e  f a s h i o n .

S o m e  n o n p r o f i t s  a r e  v e r y  s i m p l e  u n i t s  a n d ,  e v e n  t h o u g h  t h e y  

m a y  b e  v e r y  l a r g e  i n  d o l l a r  v o l u m e ,  a d m i n i s t e r  o n l y  o n e  o r  

t w o  g r a n t s .  U s u a l l y  t h e s e  " s i n g l e - p u r p o s e "  a g e n c i e s  d o  n o t  

r e q u i r e  a n  i n d i r e c t  r a t e  e v e n  t h o u g h ,  l i k e  all- o r g a n i z a t i o n s , 

t h e y  d o  h a v e  a d m i n i s t r a t i v e  costs.. S i n c e  t h e s e  a d m i n i s t r a t i v e  

c o s t s  c a n  b e  r e a d i l y  i d e n t i f i e d  w i t h  t h e  p r o g r a m s  a d m i n i s t e r e d ,  

t h e y  a r e  n o r m a l l y  c h a r g e d  d i r e c t l y  t o  t h o s e  p r o g r a m  f u n d s .

O t h e r  n o n p r o f i t s  a r e  " m u l t i - p u r p o s e "  o r g a n i z a t i o n s  w h i c h  

a d m i n i s t e r  a m u l t i t u d e  o f  d i v e r s e  p r o g r a m s  f r o m  a n u m b e r  o f  

f u n d i n g  s o u r c e s .  T h e y  o p e r a t e  u n d e r  t h e  t h e o r y  t h a t  i t  is 

m o r e  e f f i c i e n t  i n  b o t h  e c o n o m i c  a n d  p r a c t i c a l  p r o g r a m m a t i c  

t e r m s ,  f o r  o n e  a g e n c y  t o  a d m i n i s t e r  a n u m b e r  o f  p r o g r a m s  t h a n  

f o r  e a c h  p r o g r a m  t o b e  o p e r a t e d  b y  a s e p a r a t e  e n t i t y .  F o r  

e x a m p l e ,  w h i l e  i t  m a y  t a k e  $ 6 0 0 , 0 0 0  t o  a d m i n i s t e r  a $ 7 . 5  

m i l l i o n  a g e n c y  w i t h  25 d i f f e r e n t  g r a n t s  o r  c o n t r a c t s ,  it is 

d e m o n s t r a b l e  t h a t ,  if e a c h  g r a n t  o r  c o n t r a c t  w e r e  p r o v i d e d  t o



a s e p a r a t e  o r g a n i z a t i o n ,  t h e  a c t u a l  a g g r e g a t e  a d m i n i s t r a t i v e  

c o s t s  c o u l d  e x c e e d  w e l l  o v e r  o n e  m i l l i o n  d o l l a r s .

B e c a u s e  t h e  m u l t i - p u r p o s e  a g e n c y  a d m i n i s t e r s  a w i d e - v a r i e t y  • 

o f  g r a n t s  a n d  t h e  a d m i n i s t r a t i v e  c o s t s  c a n n o t  b e  r e a d i l y  

i d e n t i f i e d  a s  a p p l i c a b l e  to e a c h  o f  t h e  g r a n t s  o r  c o n t r a c t s ,  

t h e  a g e n c y  r e q u i r e s  s o m e  t y p e  o f  c o s t  a l l o c a t i o n  p l a n  t o  

a l l o c a t e  t h e  a d m i n i s t r a t i v e  c o s t s  t o  t h e  a p p r o p r i a t e  f u n d s .

O v e r  t h e  c o u r s e  o f  t h e  l a s t  t e n  y e a r s ,  t h e  F e d e r a l  g o v e r n m e n t  

h a s  r e c o g n i z e d  t h a t  n o n - g o v e r n m e n t a l  a g e n c i e s  n e e d e d  a s i m p l i ­

f i e d  a n d  u n i f i e d  m e t h o d  t o  a l l o c a t e  t h e s e  c o s t s .  T h e r e f o r e ,  

it d e v e l o p e d  t h e  r u l e s  o u t l i n e d  in O M B  C i r c u l a r  A - 1 2 2  ( a l o n g  

w i t h  o t h e r  g o v e r n m e n t a l  p u b l i c a t i o n s )  t o  p r o v i d e  t h e  p r o c e d u r e s  

a n d  p r i n c i p l e s  f o r  e s t a b l i s h i n g  a n d  o p e r a t i n g  a n  i n d i r e c t  c o s t  

r a t e .  M a j o r  F e d e r a l  f u n d i n g  a g e n c i e s  h a v e  d e p a r t m e n t s  t h a t  

a r e  r e s p o n s i b l e  f o r  r e v i e w i n g ,  n e g o t i a t i n g ,  a p p r o v i n g  a n d  

m o n i t o r i n g  i n d i r e c t  c o s t  r a t e s  w i t h  n o n p r o f i t  o r g a n i z a t i o n s .

W h e n  a n  o r g a n i z a t i o n  r e c e i v e s  f u n d i n g  f r o m  m o r e  t h a n  o n e  F e d e r a l  

a g e n c y ,  o n e  o f  t h e m  ( n o r m a l l y  t h e  o n e  p r o v i d i n g  t h e  m o s t  f u n d i n g )  

is d e s i g n a t e d  as t h e  l e a d  ( " c o g n i z a n t " )  a g e n c y .  I t  i s  t h e  

r e s p o n s i b i l i t y  o f  t h a t  a g e n c y  t o  n e g o t i a t e  w i t h  t h e  n o n p r o f i t  

to e s t a b l i s h  an i n d i r e c t  c o s t  r a t e .  T h e  p r o c e s s  f o r  e s t a b l i s h i n g  

a n  i n d i r e c t  c o s t  r a t e  is v e r y  s i m p l e  i n  t h e o r y :  o n e  i s o l a t e s

a l l  o f  t h e  c o s t s  t h a t  c a n n o t  b e  c h a r g e d  d i r e c t l y  t o  a  g r a n t ,  

d i v i d e s  t h e s e  c o s t s  b y  t h e  t o t a l  d o l l a r s  a v a i l a b l e  t o  t h e  a g e n c y  

a n d  t h e  r e s u l t i n g  f i g u r e  s h o u l d  b e  t h e  i n d i r e c t  r a t e .  H o w e v e r ,  

m a n y  f a c t o r s  h a v e  t o  b e  t a k e n  i n t o  c o n s i d e r a t i o n  b e f o r e  a f i n a l  

d e t e r m i n a t i o n  is m a d e .  S o m e  o f  t h e  p r o g r a m  f u n d s  m a y  r e q u i r e  

d e m o n s t r a b l y  l e s s  a d m i n i s t r a t i v e  a t t e n t i o n  o r  m a n a g e m e n t  s u p p o r t  

t h a n  o t h e r s  a n d  t h e r e f o r e  s h o u l d  be e x c l u d e d  f r o m  t h e  b a s e  o f  

p r o g r a m  d o l l a r s  a n d  t r e a t e d  a s  " p a s s - t h r o u g h "  f u n d s  w i t h  a  s e p a r a t e  

r a t e .  O t h e r  f u n d s  m a y  be h a n d l e d  a t  a d i f f e r e n t  l o c a t i o n  f r o m  t h e  

m a i n  o f f i c e  a n d  r e q u i r e  s e p a r a t e  t r e a t m e n t  w i t h  a n  " o f f - s i t e "  z'ate. 

S t i l l  o t h e r  c o s t s ,  i n c l u d i n g  c a p i t a l  e q u i p m e n t  p u r c h a s e s ,  m u s t  b e  

e x c l u d e d  f r o m  t h e  p r o g r a m  d o l l a r  b a s e  p r i o r  t o  a n y  r a t e  c a l c u l a t i o n  

A l s o ,  t h e  F e d e r a l  g o v e r n m e n t  in it s i n f i n i t e  w i s d o m ,  m a y  p l a c e  

s t a t u t o r y  r e s t r i c t i o n s  o n  c e r t a i n  p r o g r a m s  (eg., CF.TA, s o m e  A g i n g  

p r o g r a m s  a n d  W e a t h e r i z a t i o n ) , l i m i t i n g  m o r e  t h a n  a c e r t a i n  p e r c e n ­

t a g e  o f  t o t a l  f u n i s  f o r  a d m i n i s t r a t i v e  c o s t s .  T h i s  p r a c t i c e  p l a c e s



a g r e a t e r  b u r d e n  o n  o t h e r  f u n d i n g  s o u r c e s ,  r e q u i r i n g  t h e m  t o  p a y  

m o r e  t h a n  t h e i r  " f a i r  s h a r e "  o f  a d m i n i s t r a t i v e  c o s t s .  T h e r e  

a r e  a l s o  g r a n t s  (eg., s o m e  S t a t e  g r a n t s  a n d  c o n t r a c t s )  t h a t  r e ­

f u s e  t o  p a y  a n y  a d m i n i s t r a t i v e  c o s t s ,  a g a i n  a d d i n g  a d i s p r o p o r ­

t i o n a t e  b u r d e n  to t h o s e  f u n d s  t h a t  d o  p a r t i c i p a t e  i n  t h e  p a y m e n t  

o f  a d m i n i s t r a t i v e  c o s t s .  W h e n  t h e s e  e x t r e m e  l i m i t a t i o n s  a r e  

p l a c e d  o n  a p r o g r a m ,  t h e  a d m i n i s t e r i n g  n o n p r o f i t  i s  f a c e d  w i t h  

t h e  d e c i s i o n  c o  s i m p l y  r e f u s e  t h e  p r o g r a m  o r  t o  a c c e p t  it a n d  

f a c e  c o n s e q u e n c e s  w h i c h ,  i n  t h e  e x t r e m e ,  c o u l d  m e a n  b a n k r u p t c y .

T h e r e  a r e  a l s o  a v a r i e t y  o f  m e t h o d s  u s e d  i n  d e t e r m i n i n g  t h e  

t y p e s  o f c o s t s  t h a t  a r e  t o  b e  i n c l u d e d  i n  t h e  a d m i n i s t r a t i v e  o r  

i n d i r e c t  c o s t s  p o o l .  S o m e  a g e n c i e s ,  s u c h  a s  R u r A L  C A P ,  c h a r g e  t h e  

v a r i o u s  p r o g r a m s  d i r e c t l y  f o r  c o s t s  s u c h  a s  r e n t ,  t e l e p h o n e  

( l o c a l  a n d  t o l l  c a l l s )  u t i l i t i e s ,  j a n i t o r i a l  s e r v i c e s  a n d  c o p i e r  

c o s t s .  S i n c e  t h e s e  c o s t s  a r e  c h a r g e d  d i r e c t l y  t o  i n d i v i d u a l  

g r a n t s  (w ith  t h e  e x c e p t i o n  o f  t h o s e  p o r t i o n s  r e l a t e d  d i r e c t l y  

t o  t h e  a d m i n i s t r a t i v e  u n i t )  x h e y  d o  n o t  s h o w  u p  i n  t h e  i n d i r e c t  

p o o l .  C o n s e q u e n t l y ,  a l l  o t h e r  t h i n g s  b e i n g  e q u a l ,  R u r A L  C A P  

w o u l d  h a v e  a m u c h  l o w e r  i n d i r e c t  r a t e  t h a n  o t h e r  s i m i l a r  a g e n c i e s .  

R u r A L  C A P  m a k e s  t h e  c o n s i d e r a b l e  e f f o r t  t o  m a k e  t h e s e  d i r e c t  

c h a r g e s  b e c a u s e  s o m e  o f  it s  f u n d i n g  s o u r c e s  w i l l  n o t  p e r m i t  a n y  

a l l o c a t i o n  o f  i n d i r e c t  c o s t s  a n d  t h i s  is t h e  o n l y  w a y  t h e s e  f u n d s  

c a n  b e  u t i l i z e d  t o  p a y  t h e i r  a p p r o p r i a t e  s h a r e  o f  t h e s e  p r o p e r  

a d m i n i s t r a t i v e  e x p e n s e s .

O t h e r  n o n p r o f i t s  p o o l  a l l  o f  t h e  a b o v e  c h a r g e s  ( w i t h  t h e  p o s s i b l e  

e x c e p t i o n  o f  t e l e p h o n e  t o l l  c h a r g e s  a n d ,  s o m e t i m e s ,  r e n t )  i n t o  

th e  i n d i r e c t  p o o l  a n d  c h a r g e  e a c h  p r o g r a m  i t s  s h a r e  t h r o u g h  a n  

i n d i r e c t  r a t e  c h a r g e .  T h i s  a p p r o a c h  is b a s e d  o n  t h e  p r i m u s  t h a t  

a l l  o f  t h e  f u n d s  a r e  p a y i n g  p r o p o r t i o n a t e l y  t h e  s a m e  s h a r e  o f  

th e c o s t s  w h i l e  r e c e i v i n g  t h e  s a m e  g e n e r a l  b e n e f i t s .

A n o t h e r  v a r i a n c e  in t h e  a p p l i c a t i o n  o f  a n  i n d i r e c t  r a t e  is  t h e  

b a s e  a g a i n s t  w h i c h  o n e  a p p l i e s  t he  r a t e .  S o m e  a g e n c i e s  s i m p l y  

a p p l y  th e i n d i r e c t  r a t e  a g a i n s t  t o t a l  p r o g r a m  d o l l a r s  e x p e n d e d  

w h i l e  o t h e r s  a p p l y  t h e  r a t e  a g a i n s t  a n o t h e r  f i g u r e ,  s u c h  a s  

d i r e c t  p r o g r a m  s a l a r i e s .  T h e r e f o r e ,  a n  a g e n c y  w i t h  a n  i n d i r e c t  

r a t e  of 5 6 %  a g a i n s t  a d i r e c t  s a l a r y  b a s e  m a y  n o t  h a v e  a n  a c t u a l



rate h i g h e r  t h a n  one w i t h  a 26% rate a g a i n s t  a l l  a v a i l a b l e  

p r o g r a m  dollars.

A l l  of the above v a r i a t i o n s  m u s t  be taken i n t o  a c c o u n t  w h e n  

t r y i n g  to c o m p a r e  one ag ency's i n d i r e c t  r a t e  w i t h  a n o t h e r .  .

One m u s t  also c o n s i d e r  that an agency's a d m i n i s t r a t i v e  b u d g e t  

is r e l a t i v e l y  fixed over a rather w i d e  r a n g e  of dollar v o l u m e .

If, for example, an agency's a d m i n i s t r a t i v e  c o s t s  a r e  b u d g e t e d  

at $800,000 w i t h  availa ble p r o g r a m  d o llars o f  $6.5 m i l l i o n ,  

the a d m i n i s t r a t i v e  costs w i l l  p r o b a b l y  stay the s a m e  if t h e r e  

is a th ree to four m i l l i o n  d o l l a r  f l u c t u a t i o n  in p r o g r a m  dol lars. 

In this (admittedly over-simpli fied) e x a m p l e ,  the i n d i r e c t  r a t e  

(if all exclus i o n s  and  r e s t r i c t i o n s  have b e e n  c o n s i d e r e d )  w o u l d  

be 12.3%. If the a g ency lost $3 m i l l i o n  of f u n ding, t h e  e f f e c t i v e  

indirect rate w o u l d  be 22.9%. If funding i n c r e a s e d  b y  $3 m i l l i o n ,  

the indirect rate w o u l d  be 8.4%. This is an o v e r - s i m p l i f i c a t i o n  

to be sure but it is impo rtant to note that a v a r i e t y  o f  f a c t o r s  

are involved that a f f ect the in direct rate.

There are also a number of factors involv ed to m a k e  s u r e  t h a t  

the a gency does not receive m o r e  indirect d o l l a r s  t h a n  it wa.s 

en t i t l e d  to for the fiscal year. In the a b o v e  e x a m p l e ,  the 

agency would p r o b a b l y  have n e g o t i a t e d  a p r o v i s i o n a l  r a t e  of 

12.3% from its p r i m a r y  (cognizant) funding .source b a s e d  on p r o­

jections of costs p ri or to the b e g i n n i n g  of its f i s c a l  year., If 

a d d i t i o n a l  funds w e r e  r e c e i v e d  d uring the y e a r  a n d  t h e s e  funds 

w o u l d  d r a s t i c a l l y  a f fect the p r o v i s i o n a l  i n d i r e c t  rate, the 

agency would p r o b a b l y  r e - n e g o t i a t e  its rate w i t h  its c o g n i z a n t  

agency, r e s u l t i n g  in a lower rate for all a f f e c t e d  funds. In 

any event, the p r o v i s i o n a l  rate is r e v i e w e d  b y  the a g e n c y ' s  

own auditors and, after audit, by the f u n d i n g  a g e n c y  itself.

If the n o n p r o f i t  r e c e ived more indirect f u n d s  t h a n  it w a s  e n­

titled to, it is r e q u i r e d  to repay these funds, u s u a l l y  in the 

form of =» reduction in the fol lowing y ear's i n d i r e c t  rate. If 

the c < 'Lion r e c e i v e d  less than it was e n t i t l e d  to, it is 

obligot u to bill each of its funding s o u r c e s  for t h e i r  s h a r e  

of the difference.



A t  no t i m e  d o e s  the o r g a n i z a t i o n  "profit" from t h e  i n d i r e c t  

r a t e  p r o c e s s .  The e ntire p r o c e d u r e  is f ully m o n i t o r e d  b o t h  

by i n d e p e n d e n t  auditors, by o f f i c i a l s  of the c o g n i z a n t  agency, 

a n d  by t h e  o r g a n i z a t i o n ' s  b o a r d  of d i r e c t o r s  a nd s e n i o r  m a n a g e­

m e n t  staff. If the n o n p r o f i t  has under b u d g e t e d  for n e c e s s a r y  

a d m i n i s t r a t i v e  costs or o v e r e s t i m a t e d  p r o j e c t e d  funding levels, 

it w i l l  o p e r a t e  in a cash d e f i c i e n t  p o s i t i o n  for a c o n s i d e r a b l e  

l e n g t h  of time. Renegotiatio n, r e c a l c u l a t i o n ,  and r e a l l o c a t i o n  

o f  funds is e v e n t u a l l y  r e q u i r e d  (frequently post-facto) in 

o r d e r  to b r i n g  the books into a l i g n m e n t  w i t h  reality.

M o s t  m u l t i - p u r p o s e  n o n p r o f i t  o r g a n i z a t i o n s  o p e r a t e  in a 

f u n c t i o n a l  f a s h i o n  w i t h  a m a n d a t e d  c o m m u n i t y - b a s e d  b o a r d  of 

d i r e c t o r s  a n d  an a d m i n i s t r a t i v e  unit c o n s i s t i n g  of e x e c u t i v e  

m a n a g e m e n t ,  a c c o u n t i n g / d a t a  processing, and cler ical staff.

C o s t s  f o r  t h e s e  functions are n o r m a l l y  c o n s i d e r e d  indirect.

T h e  p r o g r a m  d e p a r t m e n t s  are r e s p o n s i b l e  for one: or more 

g r a n t s  o r  c o n t r a c t s  a nd/or share the r e s p o n s i b i l i t y  for s ome 

f u n d s  w i t h  o t h e r  depa rtments. To a large degree, the o r g a n i­

za t i o n a l  s t r u c t u r e  is very s i m i l a r  to that of the State g o v e r n­

ment, a l b e i t  on a smalle r scale. The a d m i n i s t r a t i v e  u n i t  of 

a n o n p r o f i t  o r g a n i z a t i o n  could be e q u a t e d  t o  the e x e c u t i v e  

b r a n c h  ot S t a t e  g o v e r n m e n t  w h i l e  the b o a r d  of d i r e c t o r s  is 

s i m i l a r  h o  the l e g islative branch. W i t h i n  .the Stace g o v e r n­

m e n t  at l e a s t  a large p o rtion  of the costs of both the a d m i n i s­

tr a t i v e  a n d  l e g i s l a t i v e  b r a n c h e s  c o u l d  be c o n s i d e r e d  i n d i r e c t  

o r  a d m i n i s t r a t i v e  costs w h e n  r e l a t e d  to the programs a c t u a l l y  

p r o v i d i n g  s e r v i c e s  to the c i t i z e n s  of Alaska.

W h a t e v e r  n a m e  one applies, the fun ctions of s u p e r v i s i o n  and 

o v e r s i g h t  a r e  i n d irect costs, w h e t h e r  the costs are i n c urre d 

b y  the S t a t e  or a n o n p r o f i t  organ ization. S k i lled m a n a g e m e n t  

p e r s o n n e l  a r e  n e c e s s a r y  to a d m i n i s t e r  the v a r i e t y  of funds 

w h i c h  a r e  th e r e s p o n s i b i l i t y  of an o r g a n i z a t i o n  and an i m p a r t i a l  

b o d y  w i t h  p o w e r  and a u t h o r i t y  to contro l the actions of that 

e n t i t y  is l i k e w i s e  necessary. Like the old football a r g u m e n t  

c o n c e r n i n g  the r e l ative impor t a n c e  of the line versus the back- 

field, y o u  c a n n o t  have p r o g r a m  o p e r a t i o n s  w i t h o u t  some type of 

p o l i c y  d i r e c t i o n  and a d m i n i s t r a t i v e  support. It is r e c o g n i z e d



by all n o n p r o f i t  o r g a n i z a t i o n s  that e v e r y  e f f o r t  m u s t  be m a d e  

to keep a d m i n i s t r a t i v e  costs as low as p o s s i b l e  s o  t h a t  as 

ma n y  of the a g e ncy's limited funds as p o s s i b l e  a r e  a v a i l a b l e  

for n e c e s s a r y  p r o g r a m s  and services. How ever, i f  a d m i n i s t r a t i v e  

funds are r e d u c e d  to a level that c a n n o t  s u p p o r t  the r e t e n t i o n  

of v i a b l e  p o l i c y - m a k i n g  s t r u c t u r e s  w i t h  s k i l l e d  m a n a g e m e n t  a n d  

a c c o u n t i n g  perso n n e l ,  the o r g a n i z a t i o n  w i l l  e v e n t u a l l y  b e  u n a b l e  

to o p erate any p r o g r a m  in a r e s p o n s i b l e  and f i s c a l l y  s o u n d  

fashion.

If n o n p r o f i t s  w e r e  not a v a i l able to a d m i n i s t e r  p r o g r a m s  d e­

sig n e d  to serve the needs of m a n y  of A l a s k a ' s  c i t i z e n s ,  the 

State w o u l d  be r e q u i r e d  to o p e rate these p r o g r a m s .  T h i s  e v e n t­

uality w o u l d  not only increase the size of g o v e r n m e n t  (a t r e n d  

that the c u r r e n t  l egislatur e is s e eking to r e v e r s e )  , it w o u l d  

also inc re a s e  its costs. Clearly, it is in the S t a t e ' s  

interes t to use e x i s t i n g  servic e d e l i v e r y  n e t w o r k s  t h a t  are 

directly r e s p o n s i v e  and r e s p o n s i b l e  to the p e o p l e  they serve.

The a c c e p t a n c e  of the n e c e s s i t y  for i n d i r e c t  c o s t s  to s u p p o r t  

these struc tures, and the i m p l e m e n t a t i o n  of c o m p r e h e n s i v e  a n d  

un iform p o l i c i e s  for c o n t r a c t i n g  w i t h  the n o n p r o f i t  s e c t o r  

will increase the e f f i c i e n t  use of State funds.
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