Thll

AT

090997

o

vo” TH(La,

e =TI 18 72( b

FALL 1973

Jo) Qe



INDEXES TO THE GAO REVIEW

Copies of indexes to the 1971 and 1972 issues end a cumulative index

for all issues of The GAO Review are available to all interested readers.

Staff members may obtain copies through their division or office

liaison representatives (see inside back cover).

Readers outside GAO may obtain copies by writing the Distribution
Section, General Accounting Office, Room 6427, 441 G Street, N.W.,
Washington, D.C. 20548.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 e Price
75 cents (single copy). Subscription price: $2.50 per year; 75 cents additional for foreign mailing.



THE
GAO
REVIEW FALL 1973

COntentS Evaluating the Effectiveness of Federal
Social Programs 77 "‘/éz/‘/
ELMER B. STAATS . =7 =20 1 .. 1
How To Identify Management Problems )
CHARLES D. MOSHER .. . ........ L21@(S 3
The Wharton-GAQ Information Systems
Program
PAUL E. ARMSTRONG ... ........ «ocoiieieeooen.. 17

A Market Perspective of GAO—
Insights and Opportunities 7 /7L

JOHN E. CASS . . ... . . LS l¥i = 25

Idea Generation in GAQ
DAVID J. KROMENAKER AND NEAL P. CURTIN ...... 31

A Cooperative Effort With a State
Society of CPAs T2/ 7

JACK L. BIRKHOLZ . . ........ " 7. ... ... ......

Procurement Commission Recommendations
on Competitively Awarding Government

Contracts
RICHARD R. PIERSON ...... /7 ‘;/L/ ....... 42
Evaluating Results of Government Programs
HEBER D. BOULAND ...... .... 7:jj,/é~gég 48
Economics of Inventory Control s
ARNETT E. BURROW AND LARRY E. HODGES 7:'//(‘2 55

A Reflective View of the GAO

ROGER W. HEYNS—REMARKS AT GAO HONOR
AWARDS CEREMONIES .. ... ................. 63

The Watchdog Reports
From GAO Speeches . .. ................. 70




News and Notes

New Booklets on GAD . ................... 73
Improving Auditing Standards . ............. 73
Reassignment of Functions From OMB to GSA.. 74
Southeastern Government Auditors Form
Communications Forum ............... 74
Earthquake Research ..................... 75
Effectiveness of D.C. Outpatient
Health Centers . ........ ... .. ....... 76
GAO Evaluation of War on Poverty . .......... 76
GAO OVErseas . ........c.coiiiininnnninnn 77
. . . - . : ; / .
Hearings and Legislation . .......7 = /(. A4 78
GAO Staff Changes ..................... 83
Professional Activities . .................. 108
New Staff Members .. ................... 119

Readings of Interest
The Practice of Modern Internal Auditing . .. .. 124

Published quarterly for the professional staffs of the
U.S. General Accounting Office



ELMER B. STAATS

COMPTROLLER GENERAL OF THE UMITED STATES

72161Y

Evaluating the Effectiveness of
Federal Social Programs

Some of the difficulties of evaluating social programs are
discussed in this article which is based on a speech delivered
by the Comptroller General before the National Capital Area
chapter of the American Society for Public Administration

on January 17, 1973.

Assessing the effectiveness of a Fed-
eral program is by no means a clear-
cut task, particularly in the areas of
social action. With rising Federal
costs coming under increasing scru-
tiny, the need for dependable program
evaluation is greater than ever.

A definition of program evaluation
generally agreed upon asks this ques-
tion: “Is the program achieving the
objectives sought by Congress and the
executive branch and is it achieving it
at the lowest practicable cost?”

Arriving at a satisfactory answer
presents difficulties since the approach
taken can influence the outcome tre-
mendously. Whether the assessment is
based on a political test or that of a
more objective researcher, the results
are difficult to pin down. In the social
area few observers approach the task
with neither purely political nor non-
political biases.

Whether it is good, bad, or indiffer-
ent, program evaluation is going on all
the time. The challenge is to provide
decisionmakers with the best analysis

possible within the current state of the
art.

Program evaluation is at the heart
of planning, programing, and budgei-
ing—if one wants to use evaluation to
help select new or forward programs
which are most likely to produce a
cost-effective result. GAO’s ability to
make such projeciions, however, de-
pends heavily on its assessment of
ongoing programs,

This is one of the reaspns why GAO
stresses the need for adequate audit
and evaluation as an integral part of
program administration. It is the
agency to which the Congress turns
principally for information on pro-
gram results—and properly so. In-
providing
specifically for such evaluations.

The Bureau of Social Research esti-
mated that expenditures for such eval-
uation in fiscal year 1971 were in the
range of $400 million to $1.1 billion.
This is in addition to agency evalua-
tions performed in-house, by congres-
sional committees, the Congressional

Research Service, and GAO.

creasingly Congress is



EVALUATING FEDERAL SOCIAL PROGRAMS

In GAO, we are concerned increas-
ingly with program evaluation or, as
some prefer, with anditing of program
results. This category of work now
represents about 30 percent of the
work of our professional staff of
3,150.

The Legislative Reorganization Act
of 1970 pushed us in this direction by
specifying that we conduct studies of
the costs and benefits of Federal pro-
grams, either on our own initiative, or
at the request of a committee of the
Congress. The responsibility has been
implicit all along but in recent years
we have been emphasizing program
evaluation more,

In the process we are learning more
and more how to make them more
effective. This includes several factors,
such as:

—Experience, learning by doing.

—Building an interdisciplinary
staff. Twenty percent of our
professional staff is now drawn
from disciplines other than ac-
counting—economics,  statistics,
industrial management, systems
analysts, engineering, etc. And, I
should emphasize some of our
best analysts have come from ac-
counting backgrounds.

—Using extensively consultants in
various fields, and by contracting
out to a limited degree.

—The reorganization of GAO in
April 1972 on programmatic and
functional lines. One of these di-
visions, for example, is the Man-
power and Welfare Division
which concerns itself with social
programs.

—Throughk training programs such
as NAPA Seminars on program
evaluation in specific areas—last
year: there were three in educa-
tion, health, and welfare. Three
more are set for this year, in-
cluding law enforcement and
environmental protection.

—Finally, systematic efforts to take
advantage of ongoing or com-
pleted work by such organiza-
tions as The Urban Institute, the
Brookings Institution, and others.

Problems in Evaluation

Formidable problems confront GAO
and others evaluating social programs.
Two of these seem to occur no matier
what program is being reviewed. The
first problem is the lack' of clearly,
specifically stated program goals and
objectives. In many programs neither
the legislative process nor the subse-
quent administrative process devel-
oped goals and objectives of necessary
clarity. If intended accomplishments
are not stated there is nothing against
which to measure program outcomes,

The second problem is the lack of
usable program performance data.
This is not entirely the fault of the
legislative or administrative process.
In social programs there are few
standards for measuring performance.
Planners and managers of programs
attacking social ills do not have an
over-abundance of information on how
to achieve results most effectively.

1 recently wrote the Congress and
the Office of Management and Budget
suggesting that improvements in eval-



uation could be brought about, in
part, by developing legislation that is
specific. Too often the Congress re-
quests periodic reports from agencies
without determining whether the re-
ports will contain the information it
needs. Prime responsibility for making
the evaluations rests of course with the
agencies administering the programs,
but we believe that Congress should
attempt to specify the kinds of infor-
mation and tests which will enable
these agencies, GAO, and the Congress
to better assess how well programs are
working and whether alternatives may
offer greater promise.

An example is the evaluation of
education programs. As with other
social programs, education legislation
contains little in the way of specific
program objectives. Compounding this
problem is the tendency of managers
and administrators to state program
objectives in extremely fuzzy terms or
in terms of the number of students
enrolled or grants made, rather than
expected grade-level gains. Also little
is known at present about what in-
dexes really show achievement in edu-
cation.

Educational evaluation has been
hampered also by the resistance of the
education profession (teachers, princi-
pals, and superintendents) to the
whole idea of evaluation. Part of this
resistance can be attributed to the
negative image of evaluation. Rather
than viewing the evaluation as an
instrument to help people do a better
job, many in the profession feel it
entails finding out who is not perform-
ing well and should be dismissed.
Another problem is the lack of uni-
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formity of local recordkeeping and the
inadequacy of the data base at all
levels of program operation.

GAO reviews in two education pro-
grams, Follow Through and Upward
Bound, point up these problems.

Follow Through

Follow Through is a comprehensive
education program for disadvantaged
children in kindergarten through the
third grade who were previously en-
rolled in Headstart. Congress created
Follow Through in December 1967
because early Headstart evaluations
showed that the gains made by Head-
start graduates soon dissipated if not
reinforced in the primary grades. Fol-
low Through, which is administered
by the U.S. Office of Education, makes
grants to local educational agencies to
provide to eligible children and their
families education, health care, nutri-
tion, social, and referral services. Di-
rect parent participation in the
conduct of local programs and com-
munity involvement are program re-
quirements.

Follow Through is more than just a
service program, however. It is also an
experimental program in which 22
new educational approaches to teach-
ing disadvantaged children are being
evaluated nationwide. The purpose of
this research is to disseminate infor-
mation to school administrators on
successful teaching methods for chil-
dren from low-income families. The
research findings will also be used to
formulate future Federal education
policy in the primary grades.

To evaluate the program, we exam-

3
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ined pupil achievement, the eflective-
ness of the delivery of services offered
by the program, the extent of parent
and community involvement in the
program, coordination with Head:tart,
compliance with eligibility and other
requirements, and program adminis-
tration. We alse analyzed the pro-
gram’s research effert, which today is
its main emphasis even though the
congressional intent for the program
is to reinforce the gains of Headstart
children. Qur purpose for this review
was to report to the Congress on the
program’s achievement or lack of it
and to recommend needed improve-
ments.

We used a case-study method to
make the review. We went to nine
projects in nine States to determine
how these projects performed in the
areas evalunated. We reviewed small,
medium, and large projects; urban
and rural projects; and projects that
represent a cross section of the experi-
mental educational approaches to
teaching disadvantaged children.

One general problem we faced and
continue to face is that educational
measurement experts differ widely on
the methods and tests to use in assess-
ing pupil achievement and the impact
testing problems frequently have on
test results. Questions, such as can we
expect children from low sociceco-
nomic families to score the same on
achievement tests as children from
middle sccioeconomic families, or how
much do test conditions affect test
results, are not likely to be answered
uniformly by people knowledgeable
about educational measurement. Be-
cause of this lack of uniformity of
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what is proper or correct, answers to
the questions must be assumed. How-
ever, studies based on assumptions are
wide open for criticism, forcing pro-
gram managers to decide for them-
selves whether the results require
program changes or a new study.

Upward Bound
The Office of Education’s Upward

Bound program is designed to gener-
ate the skills and motivation necessary
for success in postsecondary education
among young people from low-income
backgrounds and inadequate second-
ary school preparation. Upward
Bound is designed to repair a stu-
dent’s faulty secondary school prepa-
ration by means of remedial
instruction, altered curriculum, tutor-
ing, cultural exposure, and encourage-
ment so that the goal of Upward
Bound—admission and success in post-
secondary education — can be
achieved. The program has grown
from 17 projects and $2.4 million in
fiscal year 1965 to 378 projects and
$33.6 million in fiscal year 1973.

The program focuses on 1Gth and
11th grade students and consists of
two separate but interrelated compo-
nents: (1) a summer component,
usually 6 to 8 weeks of intensive
academic and personal development
through a residential program at a
college or university and (2) an aca-
demic year component usually involv-
Saturday classes or tutorial/
counseling sessions or cultural enrich-
ment activities.

ing

In determining the effectiveness of



the Upward Bound program, the Office
of Education has utilized the criterion
of college enrollment of Upward
Bound graduates. On this basis over
70 percent of all Upward Bound grad-
uates enroll in college—an apparent
success. Individual projects, however,
do not follow up on students once they
leave the project to determine their
success in achieving a postsecondary
education.

After talking with OE officials and
project directors, however, we deter-
mined that this criterion really isn’t an
adequate measure of program effec-
tiveness since many influences outside
of Upward Bound can affect a stu-
dent’s success in completing postsec-
ondary education. The OE officials
agreed wi.h us that the proper crite-
rion for most accurately measuring the
program’s effectiveness is the ability
of the individual Upward Bound proj-
ects to provide students from the
proper target group with the necessary
academic background for them to sue-
ceed.

Social Services

Our evaluation of the impact of
social services on recipients of aid to
families with dependent children is
designed to provide Congress with
information on the effect of a current
program.

Congress first authorized Federal
cost sharing for the Social Services
program in 1956. HEW, however, has
been unable to tell Congress what the
impact of the program has been on
welfare recipients. The lack of data on
program accomplishments led the Sen-
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ate Appropriations Committee to ob-
serve in 1972 that

—the use of this source of Federal financ-
ing is out of any reasonable control:
HEW cannot even describe to us with
any precision what $2 billion of tax-
payers money is being used for.

The purpose of our review was to
provide Congress with such informa-
tion. We asked two basic questions:

—was congressional intent achieved, that
is, did social services help welfare re-
cipients achieve self-support or reduce
dependency and

—was it realistic to expect that intent
could be achieved given the present
nature of most social services.

Neither the Congress nor HEW,
however, developed criteria by which
to measure the success of the program.
Could we say that the program was a
success if 4 percent of recipients who
achieved self-support or reduced de-
pendency did so because of social
services? Should the number be 20
percent? No one could say.

We viewed our role, therefore, as a
provider of information on the impact
of the program. We believed that by
using such information the Congress,
HEW, and the public can decide
whether the results are worth the
estimated expenditure of $2.5 bililon
in fiscal 1973 for social services.

Since the impact of the program
had not been measured previcusly, we
had to design an approach to generate
data so an assessment could be made.

In Baltimore, Denver, Louisville,
New Orleans, and Qakland we selected
two samples of Aid for Dependent
Children cases:

—one from the universe of all cases

5
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closed—that is taken off wel-
fare—during the past year and

—one from the universe of all open
cases—those receiving welfare
during the past year.

For those people who got off wel-
fare, we determined why and whether
social services helped them to get off.
For those people still on welfare, we
determined whether they had a reduc-
tion in their grant, if so why, and
whether services contributed to that
reduction. We did this through anal-
ysis of case records and by interview-
ing caseworkers and recipients.
Briefly, we have determined that:

Social services have helped many
AFDC recipients to overcome and
cope with specific day-to-day problems
(i.e. lack of clothing or food and need
for medical care) which helped to
strengthen their family life and to
increase their confidence in them-
selves. These benefits are worthwhile
and essential if recipients are to better
adjust to their environment and sus-
tain or improve their present level of
life by obtaining their physical and
social needs. Over the long run these
benefits—which usually result from
maintenance-type services—are neces-
sary if the individual is to eventually
reach a point where he can benefit
from developmental services.

Most welfare officials whom we in-
terviewed at the Federal, State, and
local level stressed that the primary
purpose of social service is to achieve
those goals which can be provided by
maintenance-type services. While they
recognized the importance of having

6

social services assist individuals to
achieve self-support, they did not be-
lieve services could be a major factor
in helping recipients to enter the labor
force.

Our work indicated that services
had only a minor impact on directly
helping recipients to develop and uti-
lize the skills necessary to achieve
reduced dependency or self-support.

—Most services are not of the type
that can directly enable recipients
to achieve self-support or reduced
dependency.

—Some recipients, with a potential
to get off welfare, received serv-
ices not designed to help them
realize that potential.

—The degree of developmental serv-
ices received was not sufficient to
enable recipients to fully develop
their potential-—most developmen-
tal services involved counseling
or referrals.

Moreover, certain barriers, such as
high unemployment rates or lack of
public service jobs, tend to minimize
the effect that services can have on
helping recipients to achieve reduced
dependency or self-support.

Other questions in the welfare pro-
gram that we believe should be sub-
jected to evaluation, be it by GAO or
others, are:

—whether
large enough to relieve poverty,

welfare payments are

—can work be substituted for wel-
fare to relieve poverty, and

—can incentives be improved to get
off welfare.



Conclusion

As you can see by the examples I've
discussed, the assessment of a pro-
gram’s effectiveness is a difficult task.

Our concepts and our methods of
accounting for the results of social
programs are primitive at best. We
need to develop methods of accounting
that not only will clearly show what
we invest in these programs but what
is accomplished in relation to what
was sought.

We need accounting techniques to
measure the differences in social con-
ditions. We need to know what hap-
pens to people affected by certain
programs as compared to people who
are not affected.

No one doubts the practical difficul-
ties of assessing the cost and benefits
of social programs and of evaluating
the impact of these programs in many
situations.

EVALUATING FEDERAL SOCIAL PROGRAMS

Those people, at ali levels of govern-
ment, responsible for program formu-
lation and evaluation system design
must work at solving these problems to
provide program managers with infor-
mation they can use to evaluate suc-
cess and  determine whether
approaches or funding levels need to
be revised.

We in GAO are continuing to work
on new evaluation methods and tech-
niques to improve our ability to assess
educational effectiveness and enable us
to continue to deliver meaningful in-
formation to the Congress.

In the final analysis, the hard
choices will be political choices, but
political leaders and the public need
increased awareness of the arguments
pro and con of the choices that must
be made. Those who want to do right
should at least be equipped with good
information.

Importance of Statistics in
Evaluating Social Programs

# ¥ % gince (a) practically all data needed for decision making in
the social arzna are statistics and result from statistical sampling, and
(b) the interpretation of statistical data, the analysis of that data,
and the method of its collection cannot be separated from one another,
a knowledge of statistics is essential for “social reporting.” Statistics
is the science and art of dealing with variation in such a way as to
obtain reliable results. To apprehend the rationale of a piece of sta-
tistical arithmetic is not synonymous with understanding statistics.

Accountants lack that understanding.

M. E. Francis
Statistical Consultant
World Health Organization
The Accounting Review, April 1973
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How To ldentify Management

Problems

This crticle summarizes the resulis of a re-earch study to
develop a problem identification system for Government

auditors.

The basic objective of GAO audit
work is fo promote constructive im-
provements in Government operations,
GAOQ’s audit approach is to review the
organization, management, and control
of each agency system; to identify any
weaknesses or prcblems; to report on
the conditions found; and to make
recomraendations for improvements.
Problem identification is only part of
our work, but is very important. Un-
fortunately, little guidance is available
in the published literature to help with
this task. Almost all the literature
related to problems is concerned with
how to solve problems that have al-
ready been identified. Only a few
books and periodicals give even a
cursory ireatment of how to identify
problems or suggest that individuals
should actively search for them.

What Is a
Federal Management Problem?

Most studies in the literature pro-

vide vague definitions of the term
“problem” if they attempt to define it
at all. They refer to information or
actions that seem questionable or ap-
pear abnormal. A few sources refer to
specific types of management prob-
lems, such as improper expenditures,
failure to comply with laws, inefh-
ciency, and ineffectiveness.

In addition to the above definitions,
some authors question the importance
of problems and strongly recommend
that management emphasize the identi-
fication of opportunities. Rather than
use both of these words and run the
risk of coafusing semantics, in this
article a Federal agency management
problem is a deviation from the most
effective and efficient way of operating
Federal programs. If a law or regula-
tion is not being complied with or if
better overall strategies are identified
for meeting the purposes of existing
laws, problems have been identified.

Mr. Mosher, a supervisory auditor in the Seatile regional office, joined GAO in 1965
and served 2 years in the Far East Branch. He has a B.S. degrce from Oregon State
University and an M.B.A. degree from Portland State Unisersity.




Scope of the Study

This study was a descriptive survey
which identified and recorded various
methods used for identifying prob-
lems. The research involved a study of
literature related to problem identifi-
cation and interviews with individuals
who were knowledgeable about the
psychology and methodology of prob-
lem identification.

A total of 58 different people filled
out questionnaires or were personally
interviewed. The group consisted of
20 GAO auditors, 10 HEW and HUD
auditors, 9 private business consult-
ants, 9 university professors, 6 Federal
agency managers, and 4 medical spe-
cialists.

Many of the individuals contacted
were initially unable to tell how they
identified problems. They admitted
that they had never consciously
thought about this subject. After a
limited amount of preliminary discus-
siom, almost  everyone
thought of personal approaches that
they had been using,.

however,

Project Results

The results are summarized in the
following two sections. The first sec-
tion explains how general criteria can
be developed and used as a basic
starting point in identifying problems.
The second section presents a simpli-
fied system for finding problems.

The Development of General Criteria

Everyone continuously uses criteria.
On the basis of experience, they intui-
tively develop assumptions of reality
and models of the way things should

IDENTIFYING MANAGEMENT PROBLEMS

be done and use these criteria models
to analyze day-to-day activities. Few
people are aware of the criteria mod-
els they are using. Similarly, auditors
typically identify problem indicators,
such as questionable information in
reports or agency activities that ap-
pear inefficient, without being fully
aware of the criteria they are using.
One of the most important ways of
increasing problem sensitivity is to put
in writing the key assumptions and
models being used so that they may be
better understood and actively up-

dated.

As noted in chart 4 on page 15, the
various elements of a problem can be
developed in any order. Many audi-
tors first look for bad effects caused
by problems. The identification of ap-
propriate legal or logical criteria is
also a good staiting point in identify-
ing problems. Once the auditor has
developed criteria models of applicable
laws, program objectives, and logical
methods for reaching the objectives,
he can compare the models with actual
program goals and activities. All sig-
nificant deviations should be followed
up on because they indicate potential
problems.

Considering the vast range of Fed-
eral activities, it would obviously not
be practical to list all of the specific
legal and logical criteria models that
could be used in individual circum-
stances to identify management prob-
lems. Instead, an example of a logical
criteria model is presented. The reader
could either use the suggested model,
add to it, or develop a new criteria
model to replace it. Obviously it is

9
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only as good as it is useful to those
trying to identify problems.

The example presents logical man-
agement actions for social programs.
At each level of management the same
actions should be carried out. These

An Example of a
Management Actions

basic actions could be compared with
actual program activities to make sure
that they are being done. If one of
them is not being accomplished, there
is a high probability that a problem
exists.

Criteria Model of
for Social Programs

Phase

A. Marketing Studies

B. Goal and Priority Setting

C. Finance
Organization

E. Coordination

F. Outreach

G. Execution

H. Evaluation and Control

10

Management Actions

Find out the total numbers and needs of the
target population.
1. Obtain basic demcgraphic data on the
target population.

2. Conduct marketing surveys of needs.

Develop resulis-oriented goals for the pro-
grams including a priority of efforts. There
is not enough money to satisfy total needs so
efforis should be directed to first meet the
most important needs.

Obtain financing for the programs.
Formally organize the program staff.

Coordinate efforts with other Federal, State,
and lrral ercups trying to help the same tar-
get population.

Inform the target population of the services
available to them and, if necessary, either gat
them to the services or vice versa.

Initiate and carry out the activities needed to
accomplish program activities. Develop poli-
cies, rules, and regulations. Develop an in-
formation system that obtains and reports
key internal and external information to man-
agement.

Evaluate program efforts and revise goals,
priorities, and activities, as necessary.



A Recommended Federal Management
Problem ldentification System

Developing explicit legal and logical
criteria can help a person identify and
understand problems but is only one
of many methods that can be used to
identify problems. Suggesting a best
method for identifying all types of
Federal agency management problems
would be extremely misleading if not
obviously fallacious. The best method
depends on any number of factors
including the reason for the work, the
amount of time and money available,
and the sophistication of the auditors.
A rapid survey of activities might be
best for someone sophisticated in the
auditing process but certainly not for
a novice.

Rather than try to suggest the var-
ious situations in which individual
problem identification methods should
be used, the following system is recom-
mended because it lists the basic ac-
tions which should be carried out in
conjunction with using amy problem
identification method. As previously
recommended with the criteria models
that were developed, this system can
be used as presented or modified as
needed.

The major problem identification
action steps are presented in four
separate charts. Each chart presents a
necessary step in the problem identifi-
cation process along with suggested
ways of developing information useful
in performing each step.

The charts are presenied in a man-
ner that assists an auditor to bypass
certain steps if he already has decided
on the activities to be audited, has a

IDENTIFYING MANAGEMENT PROBLEMS

basic understanding of the activities,
or has identified some symptoms of a
problem.

Problem Solving

Once all the problem identification
steps have been completed, if any
problems are noted, additional work
should be done. A large amount of
work may still be necessary to verify
that the criteria is in fact the “best
plan” and presents a practical solution
to the problem.

In efficiency reviews the solution is
typically related to the cause and
easily flows from the cause. In eflec-
tiveness reviews, especially those re-
lated to problems of national
significance, problem solving is a
much larger part of the total process.
Causes of national problems are
usually related to sociological factors
rather than management weaknesses.
It may be extremely difficult to link
the sociological factors with workable
management system solutions.

Can poverty be cured by a better
management system? Do inefficient
managers cause most of the difficulties
experienced by  the  elderly?
Obviously, there are no easy solutions
to national problems; therefore, on
problems of this type more time needs
to be taken in developing alteraative
solutions and testing the solutions.

Summary

There are innumerable specific cri-
teria models that could be developed
for reviewing specific types of pro-
grams. Criteria models can be devel-

11
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A SYSTEM OF
ACTION STEPS IN THE PROBLEM IDENTIFICATION
PROCESS

CHART 1

FEDERAL MANAGEMENT
PROBLEM SEARCH

Y

DECIDE ON WHAT
ACTIVITIES TO LOOK AT

YES, NO, HAVE NOT
HAVE DECIDED DECIDED
DEVELOP A BASIC UNDER- CONSIDER
STANDING OF THE ACTIVITIES
BEING LOOKED AT 1. FEDERAL PROGRAMS
ASSOCIATED WITH NATIONAL
ISSUES.

2, FEDERAL PROGRAMS
ASSOCIATED WITH SIGNIFICANT
UNMET NEEDS (BASED ON
BACKLOGS OR NEED STUDIES).

Y * 3. NEW FEDERAL PROGRAMS.
4. HISTORICALLY TROUBLESOME
YES NO PROGRAMS,

5. ALL AREAS NOT COVERED
BY 1-4 ABOVE,

GO 7O GO TO

CHART 3 \ CHART 2

GO TO
CHART 2

12
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CHART 2

FROM
CHART 1

Y

DEVELOP A BASIC UNDERSTANDING
OF ACTIVITIES BEING LOOKED AT

YES, NO, DO NOT
UNDERSTAND UNDERSTAND

Y Y

IDENTIFY ANY SYMPTOMS 1. OBTAIN BASIC INTERNAL
. NB
OF A PROBLEM INFORMATION ABOUT THE

ACTIVITY TO KNOW WHAT
IS BEING DONE.

2. OBTAIN BASIC EXTERNAL
INFORMATION TO PUT
WHAT 1S BEING DONE IN
PERSPECTIVE.

YES NO
GO TO GO TO GO TO
CHART 4 CHART 3 CHART 3

13
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1 AND

FROM CHARTS

2

il

IDENTIFY ANY SYMPTOMS OF A PROBLEM
(QUESTIONABLE ACTIVITIES OR RESULTS)

YES, HAVE IDENTIFIED

NO, HAVE NOT IDENTIFIED

A SYMPTOM ANY SYMPTOMS
GO TO 1. HAVE INFORMAL INTERVIEWS
CHART 4 WITH AGENCY MANAGERS

AND EMPLOYEES.

. PERSONALLY VISIT AND

OBSERVE AGENCY ACTIVITIES.

. COLLECT AND ANALYZE BASIC

DATA ON ACTIVITIES.

. TALK WITH EXPERTS, LOOK

FOR PROBLEMS IN NEWSPAPERS
AND MAGAZINES, CONDUCT NEED
STUDIES, ETC.

Y

Y

CAN IDENTIFY ANY
PROBLEM SYMPTOMS

CANNOT IDENTIFY ANY

GO TO
CHART 4

14

SYMPTOMS

REPORT
ON STATUS OF
PROGRAMS INCLUDING
INDICATIONS OF
SUCCESSFUL
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IDENTIFYING MANAGEMENT PROBLEMS
CHART 4

FROM CHARTS
2 AND 3
]

DEVELOP ALL OF THE ELEMENTS OF A PROBLEM
{(CRITERIA, CAUSE, AND EFFECT)*

YES, HAVE DEVELOPED NO, HAVE NOT DEVELOPED

ALL ELEMENTS ALL ELEMENTS
‘ |

1. Develop criteria.
a. ldentify agency mission or purpose to put
what is being done in perspective, a general
criterion.

BEGIN
PROBLEM
SOLVING
PROCESS

b. Determine an appropriate specific criterion.
Either accept the agency plan or develop
better plan,

2. Develop cause or contributing factors.

o. Identify an action that doesn’t appear to be
appropriafe.

(1) Describe the activities being carried
out {actions and results).

(2) Determine reasons why the activities
do not appear to be appropriate.

(3) Relate these reasons to the specific
criteria developed above.

b. Find out why people are doing the questionable
action and not doing what is appropriate.

c. On effectiveness reviews, describe socios
logical factors contributing to the problem
(on the next page is on explanation of
sociological factors).

3. Develop effect or potential effect.

a. ldentify results of an activity that do not
appear to be appropriate,

b. Compare actual results with the estimated
results that might have occurred if the proper
plan had been followed.

CAN DEVELOP ALL CANNOT DEVELOP ALL
PROBLEM ELEMENTS PROBLEM ELEMENTS

* These elements can be
developed in any order.

BEGIN
PROBLEM
SOLVING
PROCESS

REPORT
ON STATUS OF
PROGRAMS INCLUDING
INDICATIONS OF

SUCCESSFUL
PERFORMANCE
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oped for various governmental
functions and/or various levels of
Government and can be associated
with a variety of target populations.
The example of Federal management
actions for social programs was sug-
gested because it forms an overall
framework within which these pro-
grams should logically be operated. A
variety of other models could be used
in conjunction with this model. Hope-
fully, it will be helpful in actual use as
criteria for identifying successful per-
formance or program problems, as an
example of how other logical criteria
models could be developed and as an
impetus to all managers to develop
explicit written criteria rather than
continue to rely on intuitive feelings
about the way things should be done.

The problem identification system
was developed to summarize the major
action steps in the problem identifica-
tion process. Depending upon the
amount of basic information available
at the beginning of an audit, the
auditor could start at any of the four
different stages of the process. Once
all the steps have been completed, if
any problems are noted they may have
just been identified, not solved. At this
point the auditor should carefully con-
sider the additional work needed to
identify solutions to the problem and
test these solutions.

Problem identification is only a part
of the auditor’s workload but it is
very important. Hopefully, the ideas
presented in this article will help other
auditors in this effort.

Tackling Evaluation

To plan, to budget, to allocate is to choose, and in all too many
areas of departmental responsibility, we lack the criteria for intelligent
choice. Qur statistical data base is inadeguate. Our ability to determine
what works and what doesn’t work—our capacity, in other words, to
evaluate—is rudimentary. And while it is inherently difficult to measure
the comparative costs and benefits of alternative approaches to dealing
with any human situation, to recognize that the task is hard is no

excuse for the failure to tackle it. . .

Elliot L. Richardson,

Attorney General, speaking before
American Bar Association, August 8, 1973
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The Wharton-GAO
Information Systems Program

From the perspective of an attendee, this article describes
the 1-month training seminars in ADP which have been
conducted so far for nearly 50 GAO siaff members through
arrangement with the Wharton School of Finance of the
University of Pennsylvania in Philadelphia.

The impact of the revolution in data
processing and information retrieval
methods during the past decade on the
auditing profession could not have
been more dramatically illustrated. On
April 2, 1973, the opening day of
classes for the first session of the
Wharton-GAO Information Systems
Program at the Warwick Hotel in
Philadelphia, an article disclosing the
Equity Funding scandal appeared in
the Wall Street Journal and reap-
peared soon thereafter in other news
accounts throughout the Nation.

This large-scale fraud, which in-
volved theft of over $1 million and
may eventually cost Equity Funding
shareholders an additional $100 mil-
lion, was perpeirated through fraudu-
lent insurance policies which were
coded and integrated with genuine
policies on the subsidiary’s master-

tape compiler files. The debate contin-
ues in the auditing community about
the extent to which the use of data
processing “assisted” the fraud or
prevented its exposure, but it is un-
deniable that such occurrences high-
light the transition of private and
public management to automated data
processing and the need for the ac-
counting profession to update its audit
techniques and increase its knowledge
of information systems development.
Government auditors and perform-
ance evaluators are under no less
compunction to do likewise. In view of
the recent pressures being placed upon
GAO to increase iis role in congres-
sional efforts toward closer scrutiny
and control of the budget process and
the growing amounts of money in-
volved in the public sector, an even
greater urgency exists for the Federal

Mr. Armstrong is a social scientist in the Financial and General Management Studies
Division’s Automatic Data Processing Group. He is a graduate of The George Wash-
ington University with a Master’s degree in international aflairs. He was formerly an
intelligence research specialist for the Federal Government. He came to GAO in
November 1972, following 4 years of employment with the U.S. Senate.
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auditor or program evaluator to attain
currency with modern information
systems. The Wharton-GAO courses
were conceived with this objective.

The courses have thus far consisted
of two 1l-month training sessions each
involving 24 participants chosen from
applications from each division. They
are structured to be intensive (each
attendee was expected to, and almost
without exception did, dedicate all of
his waking hours except for lunch and
dinner to course activity), comprehen-
sive {an attempt was made to include
at least an overview of all significant
aspecis of the management informa-
tion systems—past, present, and pre-
dicted), and also comprehensible.
While the participant would not
emerge a programer or a data process-
ing expert, he would attain substantial
familiarity with general concepts and
a firm background from which to
launch further training or study.

The Setting

The course, which was arranged
through the Wharton School by the
ADP section of the Financial and
General Management Studies Division,
differed significantly from other GAO
training courses in several unique
ways.

First, the course, while not “in-
house” in the sense of iis coniractual
basis, was “in-house” in a physical
sense. The entire course, with the
exception of one Saturday morning
field trip to a commercial computer
center in nearby New Jersey, was
conducted within the confines of the
Warwick Hotel. The participants occu-
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pied rooms throughout the hotel, while
the course offices, lecture room, and
six laboratory rooms—each equipped
with a blackboard, conference table,
and remote computer terminal—were
located on the third floor.

While this arrangement prompted a
predictable array of comments, com-
plaints about being a POW (Prisoner
of Wharton) is one rather uninspired
example, it was generally felt that the
advantages of having ready access to
the course facilities and saving time
which might otherwise have been
spent on commuting to another build-
ing far outweighed the disadvantages
of the physical surroundings. This
feature proved particularly advanta-
geous when the need arose for extra
instruction for some of the partici-
pants and when “minilectures” on
some of the more difficuit aspects of
programing or the case exercises were
scheduled—sometimes on only a few
hours’ notice—throughout the even-
ing. It was also convenient and not at
all uncommon during the first weeks
for a participant, stimulated to the
point of sleeplessness by the genuinely
difficult terminal training exercises, to
return to the team rooms at any hour
of the day or night to put in some
additional terminal time. Wharton fac-
ulty and student advisors were availa-
ble in the evening to work with the six
four-man teams as well as to answer
individual questions.

Another unique feature was the op-
portunity for class members to ac-
tually  utilize  data  processing
equipment. The course provided a
“hands-on” environment giving each
man the opportunity to write his own
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Working With Computer Terminal During
Wharton-GAO Information System Program—June 1973

! Phillip DeBaise, Federal Person-
nel and Compensation Division,
and George Halleron, Logistics
Il and Communications Division.

Paul Muzio, New York regional
office, and James Watts, San Fran-
cisco regional office.

Monte Commons, Denver regional
- office, and Steven Virbick, Finan-
K; cial aend General Management
+ Studies Division.

i
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programs, test and debug them, and
run them using sample or experimental
data. The user is literally involved in
an interactive capacity with the
INFONET timesharing system oper-
ated for GSA, from the initial “sign-
on” procedure to the final printout of
a successful programing exercise.
While few of us ever envision again
constructing our own programs, Or
wanting to, we have certainly gained a
degree of insight into, and empathy
with, the technical problems of pro-
gramers and terminal operators.

Case Studies:
The Team Approach

A particularly agonizing (for some)
but challenging aspect of the program
was the use of certain case studies
worked out by visiting New York
University professor, Dr. Robert Blan-
ning, to train the participants in ter-
minal use, file construction
maintenance and integration, and the
overall problems attending the design
and implementation of a management
information system. The teams, which
were reconstituted each week, worked
together during the evening and sub-
mitted a joint report at the end of
each exercise. The specific exercises
and the approximate periods during
which they were performed follow.

Week one: The flow charting, termi-
nal entry, and successful execution of
programs to (1) calculate and print
the sample mean, variance, and stand-
ard deviation of a sample sequence of
numbers, (2) determine the correla-
tion coefficient and regression coeffi-
cient beiween sample pairs of
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numbers, (3) sort a series of random
numbers into sequential ascending or-
der, and (4) construct a model simu-
lating a real-life inventory replacement
situation to provide a cost-effective
regular replacement policy as opposed
to replacing items only upon failure,
An optional exercise involving a simu-
lation of a maintenance process was
also provided for the more ambitious
students, Both simulation programs in-
volved the utilization of canned sub-
routines to generate randomized time
intervals until failure.

Week two: A brief exercise in
COBOL programing to illustrate the
utility and the limitations of a higher
programing language (the language
used throughout the course was
BASIC). The rest of the week was
spent in exercises relating to files.
Participants learned to extract data
from existing files by name or by
secondary key (such as physical char-
acteristic), to maintain (or update)
files by entering new names and
“hashing” to a new address in the file
storage area, to merge files, and to
conduct a search of one file for infor-
mation on an individual appearing on
another file.

Week three: The urban case. This
exercise was designed ingeniously; it
illustrated not only the problems in.
volved in designing an automated in-
formation system but also the sensitive
issue of invasion of personal privacy
through the integration of data banks.
This case was the vehicle intended to
bring together many of the precepts
learned in earlier sessions and illus-
trate their application in a situation
resembling a real-life environment.



The hypothetical situation was that
of a mayor soliciting proposals for the
design and implementation of an auto-
mated information system for the city
administration and 21 municipal de-
pariments. Each team was given a
package containing information con-
cerning the city, memorandums or
speeches from various officials suggest-
ing the type of information desired,
and the types of methods desired to
access the information.

The memorandums also specified
types of information which certain
officials wished to have access to from
other departments for purposes of in-
creased efficiency, and
cross checking or for performing cer-
tain “what if? 7 studies o evaluate
existing programs or determine the
feasibility of new ones. Also included
were memorandums from budget offi-
cials indicating alternative ways of
financing a system as well as reports
from different equipment manufactur-
ers indicating the specifications and
price of available hardware.

verification,

Finally, to provide an added dimen-
sion (read complication) to the prob-
lem, certain constraints in the form of
(1) a city law regarding the integra-
tion of data banks and (2) communi-
cations from the mayor’s advisors on
political considerations were also in-
corporated. Then each team had the
responsibility for designing the system
they would recommend. Since many
variables had to be considered, it was
not surprising that the final proposals
differed considerably in both their
degree of sophistication and the type
of system actually proposed.

WHARTON-GAO PROGRAM

Among the more important deci-
sions each team had to face were:

—Logically separate files versus a
centralized data bank: the pri-
vacy issue.

—Physically centralized equipment
versus an emphasis on remote

terminals,
—Large capacity versus small-ca-
pacity central processors and

storage devices, with the cost
trade-offs: the hardware decision.

—Type of financing: through bond
issues, through Federal grants
(restricted to certain uses), or
through regular hudget processes,
and the total amount to bhe ex-
pended.

—Decision to buy, lease, or rent the
various mixes or configurations
of equipment decided upon.

—Information to be included in the
data base of each department:
which requests for access were
reasonable and which should be
denied.

—Type of file organization to be
used in each case: sequential,
index-sequential, or random with
access by primary and/or second-
ary key address.

—Duties of the newly created office
of data-base administrator.

—Planned schedule of implementa-
tion, i.e., which data base, involv-
ing which hardware was to be
implemented and in what time
frame.

Week four: Audit of the urban case.
The final exercise was devoted to
analysis of each team’s proposed ur-
ban information system. Six audit
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teams were formed and were composed
of four individuals, none of whom had
worked the previous week on the
proposal being evaluated. Criticisms
were then prepared. A 1-day session
was devoted to half hour oral presen-
tations by proposal team leaders of
their proposals, followed immediately
by the audit team’s appraisal of those
proposals, comments by the remaining
class on both presentations, and occa-
sional observations by Dr. Blanning.

This form of team effort to develop
one proposal, with the added element
of a scrambling of team members for a
subsequent analysis of yet another
different proposal, was quite effective.
Each participant was involved quite
directly in two different solutions and
was eventually introduced to all six.
Each member was also exposed to the
thoughts and impressions of each of
the other members of his proposal
team and audit team. There was no
doubt that the give and take of such
sessions, as well as the candor ex-
pressed during the wrap-up session,
was productive.

Class Lectures

Another observation about the
course which should be made concerns
the nature of the lecturers provided
primarily from the Wharton faculty
but also from other universities, the
private business sector, the accounting
profession, and the Federal Govern-
ment. With one or two exceptions,
which each participant had an oppor-
tunity to duly note on critique sheets
that were filled out at the closing of
each morning and afternoon session,
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the lecturers were exceptional not only
by virtue of their qualifications but
also by their teaching capability. Just
as the participants had ample opportu-
nity to interact with the computer,
each instructor strongly encouraged,
and invariably received, a good deal
of interaction with the participants in
the form of questions and discussions
of ADP-related experiences.

The lecturers included faculty from
Wharton, New York University, Uni-
versity of Minnesota, University of
Michigan, and Rutgers. The subjects
ranged from basic introductory matter
relating to systems concepts, data col-
lection, and simulation in the first
weeks to the more specialized topics of
computer architecture, communica-
tions, the social implications of com-
puting. fine tuning and monitoring of
hardware, cost-benefit analysis of in-
formation systems, human factors in-
volved in MIS (there still are many,
contrary to common misconception),
systems auditing, and the future im-
plications and applications of MIS.

Appraisal

The April course, since it was the
first joint Wharton-GAO endeavor,
naturally had a few “bugs” in it which
could not have been anticipated and
which were eliminated or mitigated in
subsequent sessions., The time-sharing
link with the INFONET system was
occasionally not available or, in com.
mon parlance, the “system was down,”
but this was not a major inconven-
ience. Some materials relating to lec-
tures were not available before the
session, although a full set was availa-
ble for subsequent courses. (Each par-



ticipant received a set of hard cover
loose-leaf notebooks in which to keep
lecture notes, program solutions, etc.,
which will serve as a permanent refer-
ence work for review in conjunction
with anticipated ADP-related work in
the future.) One other improvement,
which was incorporated in the subse-
quent curriculum, was the inclusion of
earlier or precourse preparation in
learning the programing language, so
that the time expended in learning
terminal-use, debugging techniques,
and edit commands could be mini-
mized and more time could be devoted
to actual exercises.

Some participants, who may have
been discouraged by the size of the
urban case or simply fatigued by
several weeks of nonstop concentra-
tion, suggested that the urban case
was too theoretical to be a relevant
exercise. However, after a closer look
at some of the information systems
which are currently established or
under consideration, they might have
thought otherwise.

The Department of Housing and
Usrban Developmeni, as soon as de-
tailed results from the Census Bureau
become available, plans to conduct
baseline studies of particular minority
groups, e.g., Spanish-Americans and
Indians, on “migration, mobility and
commuting patterns; on the relation-
ship between the location of employ-
ment and residences * * * the
relationship between incomes and
housing location; and unmet housing
needs.” !

Similarly, the FBI-LEAA currently
proposed Computerized Criminal His-
tory system, which would provide for

WHARTON-GAO PROGRAM

approximately 38,500 more remote ter-
minals than are presently hooked into
the National Crime Information Cen-
ter, considerably increases the possi-
bility of more broadened or integrated
files at the local level.

Finally, the Urban Information Sys-
tems Inter-Agency Committee, which
was initiated in 1970 with the partici-
pation of 10 Federal agencies, is
conducting  experiments in 5
municipalities to introduce computer-
ized data processing into a wide vari-
ety of civic functions. It expects to
have all these systems designed by the
end of 1974. It is also noteworthy that
at least one State (Massachusetts) has
passed a law directly restricting access
by public agencies other than those
involved in criminal justice to an

existing criminal information data
bank.2

The urban case, therefore, would
appear to have considerable relevance,
particularly if GAO is ever asked to
evaluate the security of Federal data
bases or comment upon safeguards
established for their use.

It can also be said, given the per-
spective of time, that many other fea-
the course will be of
invaluable assistance to GAO siaff in
future reviews involving ADP facili-
ties or in projects undertaken with the
aid of ADP equipment. A similar

tures of

* Hearings, Subcommittee on Appropria-
tions, HUD-Space-Science-Veterans, U.S.
House of Representatives, 92d Cong., 2d
sess., Apr. 19, 1972, p. 1197.

2 Computerworld, Apr. 4, 1973, p. 1. Forty-
two agencies, several of which previously
had access, were declared ineligible in this
case.
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statement can be made to apply to
GAO staff members engaged in direct
assistance to the Congress, which is

24

tional and informational needs.

The United States Civil Service

The image some people have of the civil service as “an army of clerks”
is as outmoded as the horse and buggy. Occupations in the Govern-
ment match almost every kind outside the Government and include a
number not found in the private sector. Today’s Federal service is
largely a corps of professional men and women, and of highly skilled
technicians and craftsmen.

The contributions made by these career civil servants have included
many “firsts” of great importance to the American people and to the
world. Among these:

® The first astronaut on the moon

® The development of radar and sonar

® Development of commercial and military instrument landing systems

® Development of wash-and-wear fabrics; the aerosol bomb; the
Belisville small turkey '

® Pioneering in the standardization of whooping cough vaccine

® Establishment of standards of purity for foods and drugs

® Techniques for determining the toxicity levels of commonly used
pesticides

® Pioneering in automatic data processing

® Pioneering in electronic microminiaturization (printed electronic
circuits)

® Launching of the science of rocket astronomy

® The practical development of dextran as a blood plasma extender

® Establishment of standards of measurement for industry

® Use of satellites in weather forecasting

® Invention of long-lasting synthetic lubricants having many industrial
uses

From U.S. Civil Service Commission
Brochure on the Federal Career Service,
1973

itself just beginning to experiment
with electronic aids to meet its opera-
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A Market Perspective of GAO—
Insights and Opportunities

The concepts of market planning can prove useful to GAO
production managers. The basic tools described in this
article can strengthen the relationship between GAQ’s vast
productive output and the usefulness of its products to both
the Congress and agencies of the executive branch.

A market orientation requires some
departure from the traditional ways of
looking at how GAO conducts its
operations. It involves viewing the
GAO mission more in terms of chang-
ing customers, changing products, and
changing strategies.

Market is no magic word. Its roots
are based in a simple response to the
competitive environment in which all
modern enterprise finds itself. Needs
to plan, to know users, to evaluate
results, and to have a production
system organized to synthesize these
things—all are prerequisite to sus-
tained organizational growth.

Marketing in Government is the
same as in business: supplying groups
of customers with the means of satisfy-
ing needs customers think are impor-
tant. In fact, no group of Government
activity exists that cannot be described
in terms of a group of customers to be

served, and a product or service ren-
dered. Government is a process of
doing things for people, not to people,
which they feel a need to have done.
Government performs these services as
long as, and only as long as, someone
is willing to pay for them.

There can be little difficulty envi-
sioning a parallel of this popular
market concept and a concept of the
GAO market mission—to serve and
assist the Congress. GAO is responsi-
ble to the Nation and to itself as a
professional organization to serve and
assist the Congress by providing use-
ful information products which help
the Congress to carry out its legisla-
tive and oversight functions.

The Competitive Congressional
Information Market

The Congress does not operate in an
informational vacuum but seeks

Mr. Cass is a supervisory auditor with the Seattle regional office. He has been with
GAO since 1969. He has a B.S. degree in marketing from Indiana University and an
M.B.A. degree in marketing from the University of Oregon.
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sources of knowledge to inform its
membership about particular legisla-
tive issues. Competition is intense for
expert and prestigious informational
sources. So strong is the need for
information and so persuasive is its

effect on the legislative decisionmak-
ing process that vast amounts of man-
power and money are used to supply
these needs to the Congress. Among
the agents who offer information to
the congressional market are:

Congressional Information
Sources Other Than GAO
Special interest groups

Industrial associations

Professional associations

Election results, correspondence from
consiituents, and opinion polls

Testimony of experts

Executive departments

Independent research
Government-sponsored research

The news media

Congressional research

Popular Examples
Sierra Club, NAACP, VFW, National
Council of Churches
National Association of Manufacturers,
the auto industry, the tobacco industry
The American Medical Association, the

American Bankers Association, the
National Home Study Council

Letters from home, Gallup Poll, local
elections

Edward Teller, Admiral Rickover

Department of Defense, Attorney Gen-
eral’s decisions

Ralph Nader & associates, Brookings In-
stitution, scholars

The Rand Corporation, Baitelle Memo-
rial Institute, universities

Press, radio, T.V., periodicals

Congressional Research Service, com-
mittee staff research

To operate effectively in this highly
competitive information market, GAO
must continue to do more than rely on
its charter and position in Govern-
ment. It must continue to make sub-
stantial contributions to congressional
decisionmaking by continually improv-
ing its capabilities as a prime source
of congressional information.

One must immediately recognize
that GAO produces information and
exerts an impact that extends beyond
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the reports it issues to the Congress.
GAO information producis are a com-
plex total of many types of construc-
tive and productive efforts. For
example, the Comptroller General’s de-
addresses, and advice; the
discipline imposed on executive agen-
cies by GAQ auditors’ presence; and
the Office’s congressional testimony
and dissemination of public informa-
tion are all influential products devel-
oped in fulfilling the GAO mission.

cisions,



GAO creates these types of informa-
tion “products” and more. But to
continue to make substantial contribu-
tions to congressional decisionmaking,
it must continually improve its compet-
itive position as a leading manufac-
turer in the congressional information
market. One way to do this is for GAO
to continue to increase the market
value of its information products by
better managing the market process.

Managing the Marketing Process—
A GAO Perspective

To keep iis position secure, GAO
must continue to identify, produce,
and distribute information products to
a broad market. GAO may increase its
impact on congressional decisionmak-
ing by market management and its
effectiveness by increased attention to
planning products for users. A quick
reflection on the way some reporis are
now designed points to a major mar-
keting consideration: variations in tra-

ditional GAO  production  and
marketing processes are rare.
Product planners must always

clearly state what end products are
desired from each assignment so that
frequent changes will not be made in
assignment objectives or perspectives.
Project teams must know in advance
what constructive actions they are
seeking, then design the types of infor-
mation products which are most likely
to generate such actions among prod-
uct users.

Without discussing an anthology of
marketing principles or a shopping list
of elements and definitions, the follow-
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ing important elements of this process
are listed for the purpose of exposi-
tion.

Major Elements of
GAO Market Management
Product pricing
Product packaging

Production distribution

Ll e

Product promotion
5. Product timing

A variety of these time-tested tools can
give the product planners concepiual
assistance toward defining their prod-
uct objectives. A brief summary dis-
cussion of these concepts follows.

Product Pricing (Cost)

Pricing can be measured most con-
veniently and perhaps most meaning-
fully in man-days spent on the
product. These man-days to be spent
can further be weighted by grade
{talent and experience to be spent) to
determine cost. The amount of all the
market variables—planning, timing,
distributing, promoting, doing, and
packaging will affect the cost of pro-
ducing the finished product. Other
operational costs, such as travel and
administrative overhead, can be in-
cluded if additional refinement is in
order. The amount of these planned
costs can then be compared to the
anticipated benefits of the assignment
in terms of service to the Congress or
assistance to the executive branch.
of the benefits is at
present a value judgment outside the
scope of this article.

Measurement
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Product Packaging

Bound reports to the Congress are
obviously not the only way to package
GAO products. Other product pack-
ages may be more appropriate and
may heighten the impact of the reports
when combined with other elements of
marketing management. For instance,
an audiovisual report to a committee,
after the survey, may prove to be more
timely and less costly. It may further
whet congressional appetites for a full-
scale review or lead to quick correc-
tive action.

When combined with the many pos-
sible distributions, promotions, and
timings, four possible packages give
GAO marketeers a wide range of
discretionary products:

1. Oral reports and presentations.

2. Audiovisual reports (video tapes,
slides, and flip charts).

3. Agency management letiers.

4, Congressional reports.

Product Distribution

The Congress may be GAQ’s target
market, but frontal assaults are not
always most tactful or productive.
Since GAOQ is interested in fulfilling
overall mission and objectives, lateral
movemenis may often accomplish more
at less cost. Therefore GAO market
management can use a variety of dis-
tribution channels to reach its primary
target market:

The Congress.

The congressional committee.
The committee staff.

The individual Congressman.
The agency administrators.

K RN
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Product Promotion—
Developing Congressional Demand

More powerful promotional means
are available to GAO. The desire for
GAO products can be appropriately
heightened, employing a variety of
promotions as jobs progress. The con-
cept of a “psychological promeotional
escalation” can coincide with GAO’s
readiness to report and the current
price spent on a given product.
Briefly, this concept means bringing
the user along before and as the
product is in production. This ap-
proach gives the user time to accept a
product that GAQO has prepared him to
anticipate. Proper use of the concept
can diminish the risk of user rejection
or disinterest in the final product.

An essential assumption leading into
this reasoning is that often the pro-
ducer is more aware of the impor-
tance, or impact, of his product than
is the potential user. Therefore it is a
GAO responsibility to increase aware-
ness and interest within the user,
whether he is an agency official or an
interested Congressman. GAQ need
not limit promotion to those products
already wanted but can also discover,
develop, and promote new products
for new users (develop discretionary
products). Promotional activities do
vary widely within GAO, since sensi-
tivity to congressional discontent, dis-
sonance, and felt-need for legislative
or executive action elicits varying re-
sponses in different operating groups.

Product Timeliness—
A Conceptualization of Time

Every creation of God and man is
evidence of the existence and value of



time. Every living thing experiences a
birth and a death. The creations of
man are also only transitory—germi-
nating in the mind, built with the
hands, and diminished, invalidated, or
destroyed by time—nothing endures.

Transferring this concept of time
from the metaphysical to the physical,
one can discover that the eternal
theme also exists for GAQ creations.
Some information products are too
soon, some are too late, but how many
are just right? As in our daily lives
there are appropriate times to do some
things and inappropriate times to do
others, there are opportune and inop-
portune times for GAO to issue iis
information products.

Managing for the Market—
What Is Needed?

The real market for a GAO product
is only an assumption until that prod-
uct is tested in the market; i.e., put to
use by the Congress or by agency
officials. The actual market quite often
is different than that envisioned. It is
therefore important to identify prime
markets for embrvonic issues soon
after they are discovered so GAO can
aim anticipated products where they
will do the most good and design them
for maximum usefulness to decision-
makers.

The challenge embodied in the at-
tempt to create the best possible infor-
mation products (optimal in the sense
of being the most desirable product
GAO is capable of offering) will al-
ways require early modification in the
design stage of product development.
The design of this product should
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correspond with what is known of the
primary user/consumer perception of
the issues to be reported. Don’t guess,
ask him! The design within which the
product is being developed will yield
optimal user satisfactions only if the
GAOQ designer first knows:

1. What kinds of products will be
of most value to the users.

2. What satisfactions the users seek
from these products and the
priorities of these satisfactions.

3. How the timing of product issu-
ance or interim promotional dis-
closures will enhance
satisfactions.

4. How a variety of product pack-
ages and presentations will af-

fect user satisfactions.

user

5. What degree of product refine-
ment is actually needed to pro-
duce these identified satisfac-
tions.

GAOQ’s information products must sat-
isfy some external GAO need; other-
wise they would be a mere exercise in
production. GAO must continually de-
velop advanced-market knowledge on
potentially reportable issues, mainiain
continuing knowledge of user expecta-
tions and preferences, and provide
ongoing analyses to evaluate the chang-
ing impacts of various product tim-
ings, promotions, and packages.

Continuing  investigations  are
needed even when GAQ assumes to
know what information others desire.
Because even when it thinks it knows
what will satisfy the markets, it may
be unaware of unfilled market needs.
To continue to insure the effectiveness

of its products, GAO must continue to
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improve intelligence and liaison proce-
dures which better enable it to:

1. Rank  congressional  wants,
needs, and desires by commiitees
(market survey).

2. Establish closer working rela-
tionships with committeemen
and their staffs (sales contacts).

3. Assign operating groups to work
with specific committees and
subcommittees on major national
issues (market segmentation).

4. Rank each issue, within each
operating group, in a priority of
anticipated information products
(put first things first).

5. Promote to committees issues
that appear most appropriate,
significant, and appealing (put
best foot forward).

6. Develop strategies for marketing
each potential product (plan).

Conclusions

To test the market power of your
latest product, ask yourself the ques-
tion, “Did it bear fruit in the mar-
ket?”; that is, did the information

package you developed reach con-
sumer hands and minds and evoke
attention, interest, and discussion; and
did it influence congressional or exec-
utive decisions? Whatever your re-
sponse, you may find some of the
conceptual tools described in this arti-
cle immediately useful and applicable
to your present job.

The decisionmaking abilities of the
Congress and the executive branch can
be no stronger than the information
available at specific times, at specific
places, in specific packages. GAQ, as
Congress’ legally prescribed investiga-
tive and evaluative arm, is ideally
situated to provide the types of infor-
mation products needed to improve the
quality of Government,

A market-oriented approach to GAQO
production management has and can
continue to provide decisive advan-
tages in the struggle to constantly
improve the quality of GAO service.
To produce without market awareness
is simply to let forces other than
professional reasoning, talent, and ex-
perience shape GAO’s contribution to
the Congress and to the Nation,

A Limitation of Literature Searches

It is a truism in public administration that many of the people who
know the most about particular facets of this field are, because of the
responsible posts they hold, usually too busy to write. But wisdom
based on the actual experiences of top-level practitioners is required
to give substance to theoretical and philosophic study.

Albert H. Rosenthal
In preface to “Public Science Policy
and Administration” (1973)
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DAVID J. KROMENAKER AND NEAL P. CURTIN

Idea Generation in GAO

Ideas for new audits abound both in GAO work and in the
private experiences of staff members, but without ¢ formal
system to encourage and process new ideas, many good ones
can be lost. The authors describe how one such system has

operated.

GAOQ’s professional staff represents
a virtually unlimited source of new
ideas for improving government oper-
ations. The problem of tapping this
resource and generating such ideas is
the subject of this article. We will
show how the Chicago regional office
approaches this problem and deals
with it.

Form 284

For many years GAQ has encour-
aged staff members to be alert for
problem areas and to submit recom-
mendations for future work on a spe-
cial form, Recommendation for
Potential Audit Work (form 284, see
page 32). ldeas for these submis-
sions may arise from personal experi-
ences both on the job and off. For

example, during an audit the staff may
notice areas with audit potential that
are outside the scope of the current
audit and therefore cannot be ade-
quately pursued at that time. In other
instances ideas may be generated by
newspaper articles, personal observa-
tions, or information provided by ac-
quaintances. The recommendation for
future work (284 process) is really
the suggestion box of GAO, and all
auditors are urged and expected to use
this mechanism,

As with most suggestion boxes,
some ideas submitted are good, others
are not; but marketing expert Philip
Kotler points out that a large number
of ideas must be generated to insure
several good ones. He adds, “The
greater the number of ideas generated,
the better the best ones are likely to

Mr. Kromenaker is a supervisory auditor in the Chicago regional office, holding a
B.S. degree in business administration from Whitewater University and working on
an M.B.A. degree at Northern Illinois University. He is a member of the Federal

Government Accountants Association.

Mr. Curtin is a supervisory auditor in the Chicago regional office. A 1970 graduate
of Bradley University, he holds a Bachelor’s degree in economics and is a member of
the Youth Advisory Committee to the Comptroller General.
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RECOMMENDATION FOR POTENTIAL AUDIT WORK
GAO FORM NO. 284 (May 64)
U. S. GENERAL ACCOUNTING OFFICE
ACCOUNTING AND AUDITING DIVISIONS

DATE SUBMITTED
To:

From:

ORGANIZATION

NAME AND LOCATION OF AGENCY, CON TRACTOR, OR OTHER ORGANIZAT!ON INVOLVED

TYPE AND APPAOXIMATE SIZE OF ACTIVITY

RECOMMENDATION

7

BASIS GF RECOMMENDATION (Tndrgét would be produciive)

DISPOSITICN

__ ASSIGNMENT AUTHORIZATION FOR PRELIMINARY SURVEY AND REVIEW REQUESTED

[ ASSIGNMENT AUTHORIZED FOR PRELIMINARY SURVEY AND REVIEW. (CODE NUMBER

{_, ACTION DEFERRED PENDING

[T NO ACTION TO BE TAKEN BECAUSE

OISFCSITION APPROVED BY.

Associate or Assistant Director
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be.”1 Although Kotler talks about
new ideas in a business atmosphere,
his concepis are remarkably applicable
to idea generation in GAO.

As the Comptroller Gensral empha-
sized in March 1972, field offices must
assume greater responsibility for gen-
erating new audit ideas. The 284
process can be a valuable tool for
implementing this piinciple. However,
because the Chicago regional office
had no formal system tc insure a
steady flow of new ideas from the field
staff, each staff member had to pre-
pare and submit form 284s on his own
initiative. Experience had shown that
the heavy workload on the job and
limited time available to complete an
audit had restricted the number and
quality of form 284s. Kotler antici-
pated this situation when he warned,
“When there is no formal management
responsible for gathering ideas, many
useful ideas are lost forever to the
organization.” 2 In response to the
Comptroller General’s siatement, there-
fore, the Chicago regional office estab-
lished a management
process to develop new audit areas.

continuing

The Chicago Appreacn

The nucleus of Chicago’s plan is a
part-time staff of two experienced audi-
tors designated to coordinate all dis-
cretionary work in the region. The
staff’s goal is to identify and recom-
mend potential survey areas to the

! Philip Kotler, “Marketing Management:
Analysis, Planning, and Control” Englewood
Cliffs, New Jersey: Prentice-Hall, Inc., 1967),
p. 470,

2Kotler, p. 470.

IDEA GENERATION IN GAOD

headquarters operating divisions—
generally through the form 284, but
also through workpaper summaries,
memorandums, telephone calls, and
any other method which might convey
the regional office’s interest and enthu-
siasm for the proposed survey.

The coordination team does not
relieve other staff members of their
responsibility to identify potential au-
dit werk. On the contrary, one of the
coordinators’ strongest weapons is still
the initiative of individual staff mem-
bers to seek out and recognize areas
with audit potential. The coordinators,
howeaver, can channel staff eflorts to
maximize their output. To continue the
marketing analogy, Kotler ckaracter-
this coordination work as
“Search, Stimulation, and Enhance-
ment.” 3

izes

Implementation

Since the coordinaticn team was
established more than a year ago, it
has played the role of innovator, audi-
tor, and manager—sometimes all at
once. The following examples illustrate
the types of work which the team has
undertaken.

1. The team has served as a focal
point for staff members’ ideas by
encouraging svbmission of ideas, ai-
ranging discretionary time for individ-
uals to check out their ideas, doing
background and—possibly
most important—assisting in drafting
form 284s. This approach was used
successfully with one staff member, an

research,

3 Kotler, p. 472
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Army reservist, who noticed apparent
inefficiencies in transporting military
reservists to summer camp. The form
284 which was developed resulted in a
major survey supervised by the staff
member originating the idea.

2. The coordination team has re-
searched its own ideas and pulled
them together to develop a possible
audit approach. In one case, several
staff members’ observations were sup-
plemented by an interview with an
agency official and some ideas by the
coordination team. The team then de-
veloped a form 284 recommending a
survey of General Services Adminis-
tration office space management in the
Chicago area. Even though only a
limited amount of time was spent in
developing the recommendation, it was
accepted and a survey was approved.
This approach is particularly appro-
priate for multiagency audit areas.

3. The team has planned and coor-
dinated surveys to identify potential
audit areas in agencies or programs
which have not been recently audited
in the region. One or two staff mem-
bers have gone onsite full time for a
week or two to gather information and
generate possible audit ideas. The aim
of these brief surveys is to develop as
many form 284s as possible in as short
a time as possible, while at the same
time assessing the significance of the
areas and recommending priorities for
audits. Any work of this type is
always discussed and cleared with the
appropriate  Washington operating
group. This technique has been used
successfully at the Bureau of Sport
Fisheries and Wildlife in Si. Paul,
Minnesota, where the staff developed
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five form 284s. Washington headquar-
ters staff approved one of them for
formal review and held the others for
long-range planning.

Flexibility: A By-Product

Because the discretionary work is
part time, the coordinators have as-
sumed other ongoing responsibilities.
When the Comptroller General was
given responsibilities under the Fed-
eral Election Campaign Act early in
1972, for example, each region was
asked to familiarize itself with the law
and respond to questions by political
committee officials and requests from
the newly created GAO Office of Fed-
eral Elections. In Chicago, this task
was given to the coordination team,
which, because of its flexible work-
load, could answer specific requests
quickly and could also assist in initial
audits of political commiitees under
the act.

The team is usually available on
short notice if headquarters requests
brief fieldwork. On one occasion, the
Washington office proposed an audit
at the Federal Records Center in Chi-
cago, but questioned whether the re-
view could be done at that location.
The Chicago coordination team was
able to go onsite at the center, inter-
view the director, review the necessary
files, and repert to Washington that
the audit could indeed be performed
in Chicago—all within 2 days of the
request.

Conclusion

It is certainly possible that many of



these same functions can be and are
performed in some regions without a
formal organizational unmit. It is also
possible that other mechanisms could
be devised to accomplish the team’s
objectives just as effectively. The Chi.
cago approach is not presented here as
the ultimate solution for every region.
The exact team makeup and operation

IDEA GENERATION IN GAO

has changed and will continue to
change as circumstances warrant.

The point to be stressed, however, is
that the flow of ideas improved mark-
edly with the systematic marshaling of
the resources available in the region.
And that is a result which benefits
each staff member and his regional
office and GAO as a whole.

Streamlining Meetings

* ® * there is much to be said in favor of holding meetings at 5
P.M.—when executives are anxious to head home—or where everyone
is forced to stand. If your associates find no chairs in which to make
themselves comfortable for a nice, leisurely discussion, you will find
that the meeting often will be over in minutes and sharper decisions

made, too.

Robert E. Levinson

In article on “The Executive Escape Hatch
... Or How to Avoid Detail”

Management Review, August 1973
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22/617

A Cooperative Effort With
a State Society of CPAs

The Comptroller General has expressed a desire for “increaced
attention on achievements contributing to better Government

rather than on the preparation and issuance of reports

* ¥ %

greater emphasis on bringing about improvements in Govern-
ment operations.” This article discusses an audit when a
significant part of the action found to be needed was initiated
and partially completed before the report was drafted.

It has been said a good GAQ report
often contains no recommendations—
only recognition of action taken or
promised; that is to say, prior to final
reporting we made recommendatjons,
and agency officials concurred and
took or agreed to take appropriate
action. It has also been said that GAO
should not measure its worth or ac-
complishments by the quantity of
congressional reports issued. One of
our goals is improvement of agency
programs, and our reports are merely
a means to that end. In fact, in some
cases formal reporting may not be
necessary at all.

Many of our audits deal with large,
many-faceted programs and involve
controversial subjects; as a result,
usually our audits are complex in
nature. In all cases, it is important

that we encourage agency officials to
take as much positive action as is
possible during the audit or at least
before the report is issued in draft.

This article discusses a case when
action was initiated and, in part, com-
pleted during the audit through coop-
eration of a third party.

Background

The Office of Economic Opportunity,
as one of the Government’s antipoverty
agencies, conducts some of its pro-
grams through community action agen-
cies (CAAs). These are independent
organizations carrying out activities to
assist local communities. They are
funded largely by grants from OEO
and the Departments of Labor and
Health, Education, and Welfare; Gov-

Mr. Birkholz is an audit manager with the San Francisco regional office. He is a
graduate of the University of Southern California and a CPA in the State of Cali-
fornia. He is an active member of the California Society of CPAs and the Federal

Government Accountants Association.
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ernment funding of these grants is well
over a billion dollars annually.

One condition of these grants is that
each grantee be audited annually.
These audits are one of the primary
methods by which OEO attempts to
keep informed on the validity of the
grantees’ reported expenditures and
their financial condition. The audit
reports OEQ’s principal
source of information for (1) the
grantees’ overall accountability for
program funds and (2) costs incurred
by type of expense. OEO also depends
upon these reporis to insure that the
grantees’ accouniing systems and re-
lated internal controls are operating
effectively and that adequate records
are being maintained. Almost 90 per-
cent of all grantees audited have been
audited by State-licensed public ac-
countants, many of these being CPAs.

serve as

Genesis of Our Review

For some years, GAO had from time
to time been asked by individual Con-
gressmen to look into the financial and
operating affairs of various CAAs. In
many instances we found the grantees’
internal controls and financial records
to be very inadequate. By contrast, the
most recent reports of the grantees’
independent public accountants did
not comment on internal control prob-
lems. Instead, the auditors had given
unqualified opinions on the reasona-
bleness of reported financial data and
operation of the internal control sys-
tems.

At this point, we seriously ques-
tioned the adequacy of some of the

independent auditors’ work and the
reasonableness of their reports.

Initial Planning

The review was under the direction
of our Washington Office with the
Atlanta, Dallas, Kansas City, and San
Francisco regional offices participat-
ing. After each regional office staff
had an opportunity to spend a few
days at the respective OEQ regional
offices, it selected a CAA for review to
gain familiarity with the grant pro-
gram as operated and to test a fenta-
tive audit approach. All the
participating regional staffs and our
Washington staff then met in Dallas
for a general brainstorming session.
From this session came our finalized
approach to the audit.

We decided that we would not have
to fully evaluate the impact of the
internal control deficiencies noted. All
we had to do was find a major
weakness in a CAA’s system of inter-
nal controls; find that this weakness
had not been reported by the inde-
pendent accountant; and find that this
expense category, or asset, intended to
be controlled was of significant size,
monetarily, in relation to the CAA’s
total activities being financed by Gov-
ernment grants. We did not have to
determine that, in fact, there had been
a defalcation. (In some cases we were
to find that it was impossible to
determine what had happened at all,
let alone whether it had been legiti-
mate. )

The first CAAs visited by represent-
atives of two GAO regions were found
to have glaring deficiencies in their
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control systems. Therefore, we had
good reason to believe that our overall
potential audit finding—that inde-
pendent accountants had done an in-
adequate job on the audit—would be
confirmed. Because we would be criti-
cizing the profession of which we are
a part, our eventual report could be-
come involved in lengthy policy con-
siderations. To avoid any 11th hour
problems, we decided to bring our
policy staff in Washington actively
into the picture at an early time.

Development of Our Finding

Before too long, it became apparent
that our potential finding on inade-
quate CPA audits was, in fact, being
developed. At almost every turn, we
found deficiencies that had not been
reported. The deficiencies were basic
to adequate controls—such things as
payrolls not supported by signed and
approved timecards; no leave records;
travel expenses paid without benefit of
travel orders or vouchers; vendors
paid without purchase orders, in-
voices, or receiving reports; no annual
physical inventory or conirol records
of fixed assets; and an almost unbe-
lievable lack of control over check-
book, bank statements, etc.

Of the 27 CAAs we visited nation-
wide, we found that 17 had been
operating with what we considered
major system deficiencies that had not
been commented upon in the inde-
pendent accountants’ audit reports. As
for why the deficiencies had not been
reported, we were given several an-
swers by the independent accountants,
including:
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—*“I didn’t find that.”

—*“I orally told the CAA manage-
ment and that is all that is neces-
sary.”

—“If 1T had reported it, the CAA
might have been defunded by
OEO and that would have been a
disservice to the community.”

—*“1 don’t know.”

After our visits to the CAAs, we
concluded that we had two basic find-
ings: One, that the independent ac-
countants were not under contract to
the funding agency, OEQ, but rather
to the grantees with a resulting lack of
understanding of who their real client
was; and two, that the audit work
itself had been inadequate, due either
to a lack of professionalism or because
the accountant was really not familiar
with the compliance and management
audit aspects of OEO work.

In connection with the second find-
ing, we realized that, to be of maxi-
mum real benefit to OEQ’s programs,
recommended action should not only
correct the problem but should also be
acceptable to the profession. We ini-
tially considered the following recom-
mendation;

To better acquaint the independent
accountants with the specialized au-
dit requirements comprehended in
audit engagements of Federal pro-
grams, we recommend to the Direc-
tor of OEO that he arrange with the
various professional accounting or-
ganizations throughout the country
for a series of training seminars for
the practicing accountants. These
seminars should dovetail in with the
Government-wide efforts in develop-
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ing auditing standards! which will
apply specifically to these audits.

Initial Contact With
State CPA Societies

While we were writing our draft, we
knew that the professional accounting
organizations which were referred to
the training seminars were, in fact,
probably going to be the various State
CPA societies. To prepare them for
our comments and to obtain their
views, we decided that certain of the
societies should be contacted. To do
this in a consistent manner, we wrote
in June 1971 to the societies in the 12
States where we had conducted our
review. In this letter, we advised them
of the purpose of our review, our
findings, and our potential recommen-
dations.

Prior to mailing the leiter, we met
with representatives of the California
State Society of CPAs in May. We
found them to be interested in our
thoughts and not at all unbelieving of
our findings. They were quite recep-
tive to our proposed recommendation
regarding iraining and eager to move
forward with plans leading to actual
training sessions.

Meanwhile, at the Washington level,
progress was being made. Assistant
Comptroller General E. H. Morse
spoke to the Ceniral State Society of
CPAs in Nebraska and commented at
length on our findings and the need

*The standards referred to were subse-
quently published by the Comptroller Gen-
eral in 1972 as “Standards for Audit of
Governmental Organizations, Programs, Ac-
tivities and Functions,”

for training. Subsequent meetings
were held with other organizations,
including commitiees of the American
Institute of CPAs. We gave them writ-
ten examples of our findings taken
from our draft, which, at that time,
was in the process of being written in
San Francisco.

Plans for Training Sessions
Are Finalized

San Francisco’s section of our draft
report covering the inadequacies of
CPA work throughout the country was
mailed to Washington in August of
1971.

Also in August, we had a formal
meeting with the California Certified
Public Accountants Foundation for
Education and Research. A committee
of Federal officials and practicing
CPAs was named to iron out the
details of the planned training semi-
nars. The committee held a series of
meetings from August through Janu-
ary. At these meetings, we discussed
the program agenda, the
speakers that we hoped to obtain, and
the various mechanics to be worked
out, including promotion brochures.

Early in this series of meetings, we
decided to expand the training session
to include not only OEQ audits but
also public accounting audits done for
HEW, Labor, and the Department of
Housing and Urban Development
since they all had related problems.
But it became apparent that the foun-
dation was not geared to work simul-
taneously = with  several Federal
agencies. None of the participating
agencies wanted to take charge, so it

training
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was only natural for GAO to assume
responsibility since we had initiated
the training session program in the
first place.

We decided to have a 2-day pro-
gram given twice—once in San Fran-
cisco and once in Los Angeles. The
program would cover the need for
independent audits, the opportunities
for CPAs to engage in these audiis,
the deficiencies being encountered by
the agencies in reviewing the audits, a
discussion of auditing standards, the
auditors’ role in measuring program
effectiveness, and fee aspects of public
sector audits.

During these commiitee meetings
and at several individual meetings
with specific speakers, we met with
highly placed officials of the local
offices of national CPA firms. These
meetings served to emphasize the im-
portance of our findings and also lent
credibility to the fact that there was a
real need for the training,

Training Sessions Are Held

The training sessions were held in
May of 1972. About 250 practitioners
paid fees of $60 each for attendance.
Speaking for GAO were William L.
Campfield, then associate director of
our Office of Policy and Program
Planning, and M. A. Dittenhofer, as-
sistant director of our Financial and
General Management Studies Division.
We were fortunate in being asked to
chair the conference’s second day. In
all, we had 18 speakers representing
Federal agencies, State audit organiza-
tions, and practicing CPAs.

Each attendee received a book pre-
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pared by the foundation, which in-
cluded outlines of all of the talks and
a wealth of reference material and
audit guidelines gathered by the var-
ious Federal agencies. This was the
first time that these guidelines had
been made available in one publica-
tion. Also included, although not iden-
tified as such, was a condensed
portion of the findings section of our
proposed draft report.

During the more relaxed periods of
the 2 days, we engaged in several
discussions with the practitioners. It
became readily apparent that many of
them were, in fact, interested in audits
of Government programs, such as
those of OEQ grantees; the probabil-
ity of their entering into the field; and
the need for them to become familiar
with the specialized audit require-
ments and to understand fully the
audit environment in which they
would find themselves. They were
looking to GAO for leadership and
guidance.

The California State Society of
CPAs has since made this program
available te other State societies and
to the American Institute of CPAs.

Conclusion

Because of the sensitivity of the
report, it was carefully reviewed at the
Washington level prior to its issuance
in draft form in July 1972, After
obtaining an acceptable set of agency
comments and giving recognition to
them, the final report was issued in
April 1973, almost a year after the
May 1972 training sessions, Despite
the delay in issuing the final report, at
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least some of the corrective actions
recommended—the training sessions—
were timely implemented because of
our starting before the audit was
completed and because of the coopera-
tion of the California State Society of
CPAs.

To initiate such corrective action,
certain things must be present, of
course. Most important of all, there
must be a pressing need for action to
improve the agency’s operations. The
officials responsible for taking action
must be convinced of the fact that
there is a need. GAO officials in
Washington and the field must be
satisfied as to the accuracy and com-

internal Control in

pleteness of our findings and proposed
recommendations early in the game.
To do this, our policy staff must be
brought into the picture as soon as
our potential findings begin to take
shape.

In this particular case, action was
accomplished through a third party—a
State CPA society. It would have
made no difference, however, if the
organization responsible for taking ac-
tion had been the administrative
agency. The point is that it is not
necessary to depend upon the audit
report to be the action vehicle. Correc-
tive actions can be begun much ear-
lier.

Computer Systems

“There are two key elements to guarantee: * * * The first is sep-
aration of duties. There should be no programmer in the computer
room with access to live data. You don’t let the programmer operate
the machine any more than you let the purchasing agent be in charge
of accounts payable. The second element is regular independent re-
views, both by the internal staff and by external organizations.”

Warren White

Quoted in article on Equity Funding Life
Insurance Co. scandal, Datamation, June

1973
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Procurement Commission
Recommendations on Competitively
Awarding Government Contracts

The Commission on Government Procurement was created in

November 1969 to study and to recommend to the Congress

methods “to promote the economy, efficiency, and effective-

ness” of procurement by the executive branch of the Federal

Government. The Commission’s study was completed and its

four-volume report was submitted to the Congress in

December 1972.

This article summarizes and explains the rationale behind

some of the Commission’s recommendations on competitive

methods of ewarding coniracts and proposes certain modifi-

cations to the recommendations. It is based on a speech by

the author before the American Bar Assoctation’s National

Institute on the Report of the Commission on Government
Procurement, Washington, D.C., May 31, 1973.

This exposition has three simple
purposes—io suggest the practical ap-
plications of some of the recommenda-
tions concerning the competitive
award of contracts, to point out in
other cases what the recommendations
do not cover, and to offer for general
consideration some modifications of
the recommendations.

Formal Advertising

The Commission recommends that
agencies be required to use formal
advertising for contracts over $10,000
when procurement circumstances jus-
tify its use and that, when advertising
is not used, the contracting officer, or
in a few solesource procurements

Mr. Pierson is the assistant general counsel in charge of the recently created Special
Studies and Analysis Section of the Office of the General Counsel. He is a graduate
of Duke University and the law school of Columbia University and was an associate

general counsel on the staff of the Commission on Government Procurement.
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someone superior to him, must docu-
ment why it was not used.!

Herb Roback? has written that Con-
gressmen prefer formally advertised
procurement to negotiated procure-
ment. He writes that the rules of the
game are fairly well known, automati-
cally applied, and publicly verifiable.
The rules may be automatically ap-
plied to responsible bidders, and the
winner readily chosen by reference to
the lowest price, because the specifica-
tion employed in formal advertising
dictates that the competing products
be essentially identical, regardless of
which competitor wins the contract.
This is an important point to be
discussed later under competitive ne-
gotiation for fixed-price contracts.

The recommendation on formal ad-
vertising proposes two substantive
changes in current law, one more
apparent than real. That is, current
law purports to set forth with consid-
erable specificity the circumstances
which justify not using formal adver-
tising. In point of fact, the circumstan-
ces are broadly stated in the present
statute and their recommended elimi-
nation does little, in my judgment, to
change the practical effects of the law.
In short, the agencies always have
exercised broad latitude in deciding
whether to use formal advertising and,

! Recommendations 3(a), (c), (d), p. 20,
and recommendation 7, p. 26, vol. 1, Report
of the Commission on Government Procure-
ment. Further citations to recommendations
are to the same volume of the cited report.

*Staff Director, Committee on Government
Operations; Staff Director, Subcommittee on
Legislation and Military Operations, U.S.
House of Representatives.

under the Commission recommenda-
tion, they shall continue to enjoy that
latitude.

The second substantive change is
that when the contracting officer de-
cides to use competitive negotiation
instead of formal advertising, his
judgment will not be required by
statute to be reviewed and approved
by a superior. While this is a real
change in the law, I question whether
it will result in significant changes in
practice. Under the proposed change,
regulations may be issued that require
the same degree of review as is pre-
scribed by the original procurement
statutes of 1947 and 1949.

What the recommendation does not
say is whether the General Accounting
Office should have the authority to
review the reasonableness of the deci-
sion to use negotiation instead of
formal advertising. The current law is
that GAO has the authority to review
only those determinations to negotiate
that are not required by the statute to
be made by the head of the agency
and may not review any of the factual
findings required by the statute to be
in writing and supportive of the deter-
minations.?

In years past, controversy accom-
panied the question whether GAO
should be empowered, in practical
effect, to reverse a decision to use
negotiation. Now, however, the Com-
mission recommends the law authorize
competitive negotiation as an accepta-
ble and efficient procurement method

3See 51 Comp. Gen. 658 (B-174809, Apr.

20, 1972) and B-174791, Oct. 20, 1972; cf. 10
U.S.C. 2310.
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when the use of formal advertising is
not justified.

Well, “so what?”—one could ask.
Current law already requires the use
of formal advertising in some circum-
stances and authorizes competitive ne-
gotiation, and sole-source negotiation
for that matter, when formal adveriis-
ing is not used. Whetker negotiation is
“acceptable and efficient,” in the
words of the Commission recommenda-
tion, is a matter of conjecture which
will not be resolved by cluttering the
statute with charitable characteriza-
tions of its consequences.

Still, the one of this apparently
oblique recommendation is markedly
different from current statutory lan-
guage and therein lies its significant
departure from existing written law.

Under the recommendation, one
would have to “justify” his decision to
use formal advertising. Under current
law, he is required to use it “whenever
feasible.” Competitive negotiation is
proposed as an ‘“alternative,” and
clearly, if one takes into account the
narrative of the Commission report
backing up the recommendation, the
negotiation alternative must be consid-
ered at leest as acceptabie as formal
advertising. Moreover, the Commission
recommends eliminating the statutory
roadblocks to competitively negotiat-
ing a procurement after an unsuccess-
ful attempt to formally advertise it.
This means that in fixed-price procure-
ments using a specification of doubtful
adequacy for formal advertising, the
officer has
straints against trying the more nearly

contracting fewer con-

* Recommeandation 3(b), p. 20.
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automatic, publicly verifiable method
of procurement—less concern that, if
formal adveriising does not work out,
he will be unalterably stuck with the
lowest bidder who offers at best 2
marginal prodact.

Competition

Another practical consequence of
this recommendation may prove rather
curious, and 1 do not refer to the
suggestion of some that adoption of
the recommendation will cause formal
advertising to atrophy. The assump-
tion of such a suggestion is that
formal advertising deserves its reputa-
tion of ubiquity in Government pro-
curement. It does not. Advertising has
accounted for less than 15 percent of
the annual procurement dollars since
World War II. The hard fact is that
the Government does not use formal
advertising very much, and that, when
it does, it is often for relatively in-
significant procuremenis of under
$10,000. If the Commission recom-
mendation to increase the simall pur-
chase limitation from $2,500 to $10,000
is accepted, that recommendation,’ not
the one endoising competitive negotia-
tion, would itself permit the abandon-
ment of formal advertising in 98 per-
cent of all inilitary procurement actions.

Others suggest the Commission
treatment of formal advertising and
competitive negotiation emphasizes the
distinction between competitive pro-
and sole-source procure-
ments. It may be so perceived, but the
perception is uniikely to have much to

curements

® Recommendation 7, p. 26.
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do with changing the fact that almost
60 percent of military procurement
dollars are spent on sole-source pro-
curements.

The curious practical effect of this
Commission recommendation that en-
dorses “competitive procurement,”—
dor’t we all—is that we shall begin to
deal with our disagreements about
what we mean by “competitive.” The
procurement laws have not defined
“competition,” and the term is used in
very different ways.

The narrative of the Commission
report does define competition—as the
effort of sellers, acting independently
of each other and offering products or
services that are reasonably close sub-
stitutes for those offered by other
sellers, to secure ihe business of the
buyer by proposing the most attractive
contract terms.$

The Commission recommendation
that most nearly reflects the Commis-
sion definition of competition, in my
judgment, is the one which proposes
to amend the only generally applicable
provision on the law books today
dealing with competitive negotiation—
that is, the statute that requires oral
or written discussions with all respon-
sible offerors who submit proposals
within a competitive range.”

Comipetitive Negotiation

First, the Commission would extend
this military statute to civilian agen-
cies.® It would require that proposals

SP. 19, vol. 1. Emphasis supplied.
710 U.S.C. 2304(g).
% Recommendation 4(a), p. 22.

be solicited from a “competitive”
rather than a “maximum” feasible
number of firms.® While the concept of
“competitive number” is vague, it
should convey the intent that the desir-
able number of sources depends on the
economic conditiors which prevail in
the market at the time the purchase is
made. The “competitive” number in
fixed-price competitions, for example,
usually might be taken as that number
necessary to generate the rivalry among
sellers to which the Commission defi-
nition alludes.

R&D procurements of innovative
ideas ordinarily are not purchased
with fixed-price contracts. Essentially,
they are not price competitive. There-
fore, participation of a “maximum”
number of firms feasible in an R&D
procurement does not insure minimum
costs, a primary purpose of the statute
requiring solicitation of the “maxi-
mum” number. Thus, the desirable
numper of firms for the economic
conditions which ordinarily prevail in
an R&D market could be less than the

maximum feasible.

Fixed-Price Contracts

The next element of this Commis-
sion recommendation on competitive
negotiation is quite significant. The
current statute on competitive discus-
sions says one need not conduct such
discussions if he believes an initial
proposal offers a “fair and reasona-
ble” price. Commission studies sug-
gested that proposers do tend to pad
their initial fixed-price offers;1? often,

? Recommendation 4(b), p. 22
P, 23, vol. 1.
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the Commission speculated, because
the specification was too imprecise to
communicate to sellers a common un-
derstanding of the Government’s ac-
tual needs. It felt discussions could
and do clear up misunderstandings
about what the Government wants. It
believed the Government probably
would end up getting lower offers if it
used discussions to make sure every-
one had the same understanding of
what the Government expected to get
out of the bargain.1

In view of this, the Commission
proposed that the statute be amended
to require the issuance of regulations
concerning fixed-price competitions;
which regulations must, in turn, facili-
tate the use of discussions when neces-
sary for @ common understanding of
the product specifications.? This
“common understanding” harks back
to the Commission definition of com-
petition as a phenomenon involving
products or services that are “reasona-
bly close substitutes” one for the
other. The necessity in these negoti-
ated procurements for a common un-
derstanding of the specifications is
also related, in my opinion, to the
Commission’s analysis of formal ad-
vertising. The Commission concluded
that the unique feature of formal
advertising is the demand for essential
identity between, not merely a com-
mon understanding of, competing
products or services.!®

The Commission appears to have
decided that competitive discussions

1 Pp. 23-24, vol. 1.

2 Recommendation 4{(c), p. 22. Emphasis
supplied.

1P, 19, vol. 1.
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ordinarily should take place in a fixed-
price procurement that must be negoti-
ated because the specification is not
sufficiently precise to demand at least
functional identity between competing
products or services. Such discussions
would strive to establish that compet-
ing products be reasonably close sub-
stitutes for each other, perhaps even
functionally identical insofar as the
Government’s needs are concerned. Of
course, the statute should not dictate
that the Government bargain end.
lessly.'* It is within reasonable limits
that, in the Commission’s judgment,
such discussions should aim at estab-
lishing that common understanding
that may permit a fixed-price contract
to be awarded on the basis of the
lowest price finally offered.!5

If this is a sound idea, then the
implementation of the idea should be
required by the statute, not simply set
forth in the statute, with directions
that the regulations ought to require
its implementation.

Cost-Type Contracts

After addressing fixed-price negoti-
ated competitions, the recommendation
turns to competitions that are not
expected to be awarded primarily on
the basis of the lowest price. Here the
extent of the competition in many
cases will be limited largely to techni-
cal rivalry between firms, and the
degree to which their products or
services reasonably close
substitutes may be considerably less

represent

1P, 24, vol. 1.
P, 24, vol. 1.
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than the degree exhibited in fixed-
price competitions. Indeed, the Com-
mission report points out that such
commonality often is the antithesis of
a good R&D procurement, thus pre-
cluding the full use of competitive
techniques.18

The Commission, taking into ac-
count the practical absence of competi-
tion that centers on price in these
procurements, atiempted to provide
for at least as common a baseline as
feasible to evaluate cost-type proposals
and for assurance that the contractors
would know the baseline of evaluation.
Therefore, it recommended a new sta-
tutory requirement that the Govern-
ment solicitation of offers set forth
both the evaluation criteria and their
relative importance.l” The Commis-
sion believed nothing could be more
basic to sellers than knowing what the
buyer really wants. It believed that
such information might not be uni-
formly dispensed without publishing
in the solicitation the relative impor-
tance of the Government’s evaluation
criteria. This recommendation is in
accord with numerous GAO decisions.

You will observe that the Commis-

18P, 43, vol. 2.
¥ Recommendation 4(d), p. 22.

sion recommendations and the narra-
tive of its report recognize substantial
differences between a contest for a
fixed-price coniract and one for a cost-
type contract. It would be desirable to
alter the scheme of the Commission
recommendation by dividing “competi-
tive negotiation” into two separate
categories of recognized procurement
methods. While this might have the
appearance of being an unduly com-
plicated departure from the current
and simple dichotomy of ‘““advertising”
and “negotiation,” it more accurately
reflects, in a still general way, the
procurement methods we aciually use.

Dividing negotiation into its compo-
nents—competitive fixed-price, com-
petitive cost-type, and sole-source—
would {facilitate devising procedures
for each, by way of regulations, of
immeasurably greater clarity. For ex-
ample, it might facilitate coming up
with one set of rules on competitive
discussions for fixed-price contracts—
their length, scope, and frequency—to
seek a common understanding of the
specifications and the lowest price and
another set for cosi-type coniracts in
R&D procurements to deal with such
problems as those characterized by
the jargon “technical transfusion.”

47



HEBER D. BOULAND

Evaluating Resuits of
Government Programs

"0

Independently evaluating the results of Government programs
is becoming increasingly important in the work of GAO and
other audit organizations. This paper discusses a few basic
principles for evaluating program results. It is based on a
presentction given at conferences for State and local auditors
on the G AC audit standards for governmental organizations,
programs, aclivities, and functions end published in 1972.

Let us look at how auditing pro-
gram results is related to more famil-
iar types of auditing. As shown in
figure 1, the activities which constitute
a program can be classified as inputs,
operation, or outputs. Data on outputs
(program achievements, impact, and
benefits) is fed back to the program
manager and provides information for
allocating inputs (funds, skills, and
facilities) for the next budget cycle.
GAQ’s audit standards set forth three
categories of governmental auditing:
(1) financial and compliance, (2)
economy and efficiency, and (3) pro-
gram results.!

1%Standards for Audit of Governmental

Organizations, Programs, Activities and
Functions” (U.S. General Accounting Office,

June 1972).

Although relationships between the
three categories of auditing and the
three program activities are not per-
fectly clear, we generally consider
that:

—Financial and compliance audit-
ing deals with whether financial
operations are properly con-
ducted and financial reports are
fairly presented as well as with
whether inputs are being used in
accordance with laws and regula-
tions.

—Economy and efficiency auditing
dzals with whether inputs are
being used in an economical and
efficient rianner to carry out the
program operation.

—Program results auditing is con-
cerned with whether the desired

Mr. Bouland is an operations research analyst in the Systems Analysis Staff of the
Division of Financial and General Management Studies. Before coming to GAO, he
was chief of research and program evaluation of the Connecticut State Department

of Community Affairs.
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FIGURE 1

A PROGRAM AS A SYSTEM
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outputs or results as set forth in
the program objectives are being
achieved.

Since our discussion deals with au-
diting program results, we will be
primarily concerned with outputs.

The audit standards list four {unda-
mental considerations for auditing
program results. These apply whether
the auditor is making an original
evaluation or whether he is reviewing
evaluations made by or for the agency
being audited. The standards say the
auditor should consider:

—Relevance and validity of effec-
tiveness criteria. He should recast
these in the form of steps to be
performed; that is, he should
clarify goals and iranslate them
into appropriate measurable units.

—Appropriateness of methods. He
should formulate valid methods,
or a study design, to measure
program effectiveness.

—Accuracy of data. He should col-
lect valid and reliable data.

@ PLANNING
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—Reliability of resulis. He should
use valid analyses io draw conclu-
sions.

In essence, then, the four basic consid-
erations relate to (1) measures of
effectiveness, (2) study design, (3)
data collection, and (4) data analysis.

Measures of Effectiveness

Before a measure of effectiveness
can be developed, goals must be iden-
tified and clarified. Sometimes goals
can be taken directly from the legisla.
tion. In other cases they have to be
formulated by reviewing the legisla-
tion, legislative hearings, chief execu-
tive’s speeches, policy memorandums,
etc. It is essential that the auditor ask
the agencies what their goals are,

Most programs have many goals,
each with a different priority, but the
auditor can often concentrate on one
or two of the most significant ones.

After goals are identified, they must
be converted into measurable terms.
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Most authorities would agree that a
good measure of effectiveness should
be:

—~Relevant to one or more program
goals.

—Reproducible; that is, suitable for
explanation and documentation so
other auditors or evaluators can
duplicate or verify it.

~—Uncomplicated.

—Low in cost.

—Sensitive to program changes.
For example, a program in aero-
space safety may not be ade-
quately measured by the number
of accidents or deaths in a year
since there are so few. An alter-
native, more sensitive measure,
such as the number of “close
calls” or safety violations, may
have to be used.

—Understandable.

~—Acceptable to the public, agency
officials, legislators, and others
that would use the audit for deci-
sionmaking and for directing pro-
gram changes.

Auditors must often rely on initia-
tive and imagination to develop meas-
ures of effectiveness. Following are a
few examples of how program goals
have been translated into measures of
effeciiveness.

Waste Collection

Current measures for waste collec.
tion are primarily efficiency measures;
e.g., tons collected, frequency of serv-
ice, and miles of streets cleaned. The
District of Columbia Government used
a new approach, developed by The
Urban Institute, to measure the effec-

5C

tiveness of its waste collection pro-
gram’s goal of promoting health,
safety, and esthetics. In the new ap-
proach, detailed photographic ratings
classify streets and alleys according to
the degree of unsightliness, health haz-
ards, or fire hazards.

Sample photographs were used as
guides for evaluating conditions. For
example, one photograph showed an
alley with battered trash containers
without lids and large amounts of
solid waste scattered about; this was
designated a type 4 condition. Another
photograph showed an insignificant
amount of waste which was designated
a type 1 condition. Thus the condition
of Washington’s streets and alleys
could be assessed; e.g., 50 percent in
type 2 condition, 30 percent in type 3
condition, and 20 percent in type 4
condition.

Water Quality

The  Environmental  Protection
Agency developed detailed criteria for
measuring water quality. The meas-
ures included the number of coliform
bacteria, chlorides, and DDT per liter
of water. These are highly technical
and quantitative microbiological and
chemical measures that are standard-
ized and reproducible.

Highway Safety

The goal of a California program
for intensifying the patrol of selected
highways was to increase safety. The
office of auditor general of the State
used the number of automobile acei-
dents as the measure of program effec-
tiveness. It compared the number of
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accidents before the program was
started with the number of accidents
after the program was implemented
for equivalent time periods; i.e., same
day of the week and same hour of the
day. The office also used the number
and rate of accidents for the entire
State during the same period and for
other selected highways with normal
patrolling as bases for comparison.

Medical Care

The legislative auditor of the State
of Hawaii, with the help of consult-
ants, evaluated medical assistance for
welfare recipients. They used as their
measure of effectiveness the percentage
of eligible people who were actually
receiving care and used several in-
dexes to measure the quality of care.
For example, expert clinical surveyors
developed criteria for optimal mater-
nity care, such as the type of nursing
service and physician counseling. Us-
ing these criteria, the clinical survey-
ors rated hospitals from 1 to 10 on
how well they provided optimal care.

Study Design

Study design concerns the methods
for using measures of effectiveness.
Figure 2 shows some of the major
methods. The expression “ireat™ refers
to conducting the treatment or pro-
gram; e.g., cleaning the streets of
Washington or purifying the public
water supplies. The expression “ob-
serve’” means measuring; e.g., rating
the conditions of the sireets or meas-
uring the amount of bacteria in the
water.

The study designs are as follews:

—Design 1. Results are observed
after a program or treatment is
completed. This is the approach
that has often been used in audit-
ing.

—Design 2. An observation is made
before the program starts and
again after it is completed. This
design is technically better than
design 1 because it provides a
base for comparing program re-
sults.

—Design 3. Two comparable groups
are selected; the control group
receives the conventional treat-
ment, and the experimental group
receives the new treatment or pro-
gram. As in design 2, before-and-

after observations are made.
Study design 3 is the true experi-
ment.

—Design 4. Observations are alter-
nated with treatments. After each
observation, the program is im-
proved on the basis of the ohser-
vation. This is referred to as
formative evaluation.

The true experiment (study design
3) is theoretically the best method
because it can isolate the effect of the
program from the effects of other fac-
tors that operate with or without the
program. It can accommodate the ef-
fecis of testing and special events. For
example, the fact that program partici-
pants know they are being tested oftea
affects the program outcome. By test-
ing both an experimental and a con-
trol group, one can compensaie for

this.
However, the true experiment is
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FIGURE 2

ALTERNATIVE STUDY BESIGNS
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sometimes not practical because, to in-
sure the purity of the experiment, the
program should not be altered after it
has started. Since experiments often
run several years, the information may
come toc late to be valuable, Also,
laboratery conditions usually do not
exist for large-scale, demonstration-
type experiments, and if ideal condi-
tions are available, it is difficult to
generalize the finding to wider scale
operations.

The auditor must determine if the
advantages of the true experiment or
study designs 2 or 4 are worth the
additional cost and are feasible with
the iime and resources available. Often
the auditor may find that study design
2 is the best compromise between post-
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auditing and the true experiment.

Study design also concerns the num-
ber of measurements to be made.
Usually one does not measure all the
population or items but rather selects
a suitable sample,

Data Collection

The third element in auditing pro-
gram results is data collection. The
auditor must first consider sources of
data—he can either use existing rec-
ords or make surveys and tests. It is
important to note that, in auditing
program results, the auditor often cre-
ates his own data by surveying and
testing rather than relying on existing
records and documents,
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When the auditor collects data, ob-
viously it must be accurate. In making
any measurements, a number of fac-
tors can jeopardize the desired accu-
racy. The study design may have a
good sampling plan, but in actual op-
eration the plan may break down. For
example, in a house-to-house survey,
more people than anticipated may not
be home and many people may refuse
to answer or may not be responsive to
the questions.

Standardized conditions may nct be
present. For example, for a reading
program, one might use as the meas-
ure of effectiveness the scores on a
standardized reading test. The test re-
quires certain standardized conditions,
such as a quiet classroom and timed
examinations. In practice, however,
chaotic testing conditions may invali-
date the data. Also, the examiners and
those being tested may be so emotion-
ally involved in the experiment that
the data becomes invalid.

Finally, the auditor must be con-

VALID ANALYSIS
BENEFITS
RESOURCES

cerned with purely mechanical errors,
such as those that can easily occur in
tabulating data, transferring data from
one sheet to another, and punching
cards for computers.

Data Analysis

The fourth element of auditing pro-
gram resulis concerns hew output or
benefits vary with inputs or resources.
Figure 3 is a graph of a hypothetical
program. Note that, for a given re-
source level, there is no single benefit
level; the points are scattered over the
chart. Each point might represent one
water supply or one hospital of the
total number audited. In the graph the
benefits or outputs {such as number of
patients receiving optimal care) seem
to increase as inputs or resources
{such as dollars or staffs) increase.

The graph raises several questions:
What is the irue benefit level? Did
some outside factor influence the re-
sults? Is there any real relationship
between the resources expended and
benefits realized? Before drawing any
conclusions, it is usually necessary to
do more than merely add and average
the results. A number of graphical and
statistical methods of manipulating
data can help in arriving at conclu-
sions.

Reviewing Evaluations of
Others

Auditing program results often in-
cludes reviewing others’ audits or ev-
aluations. Because resources for
auditing are usually limited, the audi-
tor may gain some of the benefits of
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study designs 2, 3, or 4 if he makes all
possible use of others’ work with these
designs. Listed below, under each of
the four elements, are some of the
activities involved in appraising audits
by others.

1. Measures of effectiveness.
—Verify goal statements for
source and accuracy.
—Review the appropriateness of
measures of effectiveness by
comparing them with the seven
criteria for good measures.
2. Study design.
—Evaluate the validity of the
study design.
—Examine the sampling plan.
—Compare the match between ex-
perimental and control groups.
3. Data collection.
. —Monitor collection procedures
for corcpleteness and accuracy.
—Collect sample data and com-
pare it with others’ data.
—Require the data collector to
certify the sources and meth-
ods of coliection.
4. Data analysis.
—Rerun the data analysis.
—Verify it with statistical tech-
niques.
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One of the important activities is mon-
itoring the data collection procedures,
because the validity of data collection
cannot be verified once the study is
complete. This means that a concur-
rent audit, rather than a pestaudit, is
necessary.

Finally, the auditor must recognize
that, in auditing program results, he
will often deal with highly specialized
programs and may require assistance
from specialists. Sources of assistance
are:

—The executive agencies of Fed.
eral, State,

ments

and local govern-

—Universities

—Professional societies

—Consultants

—Contractors

—Private foundations

—Scientific literature

In conclusion, if the auditor under-
stands and focuses on (1) measures of
effectiveness, (2) study design, (3)
data collection, and (4) data analysis,
he can reduce the complexity of his
problem and can meet the growing
demand for more and better program
audits.
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Economics of Inventory Control

T2

Inveniory conirol is important to management in almost all
enterprises, including Government operations which are
financed with public funds. This article discusses mathematical
and quantitative methods of helping managers in this

important function.

The goals of inventory management
are to:

—provide stock to users when and
where it is needed,
—keep investment in inventory low,
and
—obtain the lowest available prices
for items purchased, quality con-
sidered.
The second goal conflicts with the first
and the third. Buying in large quanti-
ties reduces the probability of stock-
outs, reduces the cost of placing and
receiving replenishment orders, and
tends to result in lower prices and
transportation costs. But the larger
quantities tend to increase investment
and the cost of holding the inventory.
The inventory manager must seek a
balance between the costs of helding
inventory, ordering additional quanti.

ties, and running out of stock in de-
ciding:
—when to acquire additional stock
and
—how much to acquire.

Each of these decisions involves risks.
Both require forecasts of future de-
mand and leadtime to acquire addi-
tional stock. Such forecasts are seldom
free of error. Demand usually varies
from month to month and delivery
time from order to order. If he is to
achieve a reasonable balance between
the costs, the manager must assess the
probability of an error in his forecast-
ing and provide for it.

The Structure of
Inventory Systems

Knowledge of the properties of a

Mr. Burrow, assistant manager of the Kansas City regional office, has previously
contributed to The GAO Review. He is a CPA (Missouri) and a member of the
Missouri State Society of CPAs. Mr. Burrow joined GAO in 1953.

Mr. Hodges is a member of the Systems Analysis Staff of the Division of Financial
and General Management Studies. He has been with GAO since 1969, beginning
with the Kansas City regional office. He holds a Master’s degree in mathematics from
Kansas State College and is a member of The Institute of Management Sciences.
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system is essential for obtaining an
inventory policy which will adequately
represent the system. Omitiing proper-
ties, or making wrong assumptions
about properties, will usually lead to
improper control of inventory. In es-
tablishing policy, the inventory man-
ager should consider at least the
following properties.

1. The inventory’s spatial configu-
ration: For example, do de-
mands occur at a single outlet or
at a number of outlets? Does the
system have one, two, or several
sources of supply?

2. Resource constraints affecting
inventory: For any inventory
system, the manager must know
the nature of budgetary restric-
tions, limitation of available
warehouse floorspace, or any
other relevant forces.

8. The kinds of items carried:
Some inventory systems handle
only a single item while others
carry as many as 1,500,000,
These items may be reparable or
nonreparable; they may become
obsolete very rapidly or they
may be staple items.

4. The processes generating re-
quiremenis: The rate of de-
mands for inventory items can
rarely be predicted with cer-
tainty. How well an inventory
system operates depends to a
considerable extent on how
much its managers learn about
the demand generation process.

Sophisticated techniques and mathe-
matical models have been developed
for solving inventory control prob-

56

lems. These techniques are described
extensively in a number of publica-
tions. One that is very readable is
“Produciion and Inveniory Control
Principles and Techniques” by G. W.
Plossl and O. W. Wight, Prentice Hall,
1967.1 inventories containing
very large numbers of items, full em-
ployment of these techniques, many of
which are beyond the scope of this
paper, requires a computer to handle
the thousands of computations in-
volved. But some application of the
techniques are practicable without a
computer—at least for the relatively
few items used in large quantities.
Any system for controlling inventory
should be closely monitored so that it
can be adjusted as necessary to obtain
the desired results.

For

When To Buy

Obviously, if the manager waits to
replenish stock until all on hand is
consumed, he will be out of stock
while a replenishment order is being
placed, processed by the supplier, de-
livered, inspected, and placed in stock.
To avoid such stockouis he must esti-
mate how much stock will be needed
so that a replenishment order can be
placed when stock on hand reaches a
certain point. Since both use and time
to process replenishment orders may
vary from the estimate, the reorder
point should ordinarily be increased
to include a quantity for safety.

The inventory use and replenish-

! See also: “Basic Principles of Wholesale
IMPACT-Inventory Management Program
and Control Techniques,” 2d ed., IBM,
March 1972.
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ment cycle is presented in the follow-
ing graph.

The inventory manager must set
reorder points with care because, if
they are too high, holding costs are
excessive and, if they are too low, the
costs of stockouts are excessive. In
trying for a balance between these two
consequences, the manager must an.
swer a number of interrelated ques-
tions and put them together in a
rational way.

A straightforward estimate of the
quantity to be consumed during lead-
time can be made after two questions
are answered.

1. How long does it take to replen-
ish the stock? This is an esti-
mate based on experience with
the item concerning the time re-
quired to place an order, have it
processed and delivered by the
supplier, inspect it, and place it
in stock ready for issue.

2. What is the rate of consump-
tion? Such an estimate is fre-
quently based on the average
usage during prior periods.2

Setting safety levels, the remainder
of the reorder point stock, requires
answers to three additional questions.

1. How often can stockouts be toler-
ated? This may be expressed as num-
ber of stockouts a year. In theory, the
answer should be designed to balance
the cost of being out of stock? and the

*Demand forecasts are frequently made
using smoothing constants. Under a method
comnonly referred to as exponential smooth-
ing, a forecast for a future period is com-
prised of X percent of consumption during
the most recent period plus 1-X percent of
the previous forecast. Setting X at 15 percent
simulates about a 12 period moving average.
Smoothing constants are generally considered
equal to 2/ (14-n) where n is the number of
periods to be simulated.

3 Examples of the kinds of costs involved
will be given later.
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cost of holding the safety stock. As a
practical matter, the cost of being out
of stock can seldom be determined.
Therefore, the number of tolerable
stockeuts is usually a policy decision
subject to adjustment as experience is
gained on an item.

2. How often is the stock to be
replenished? This is the quotient of
estimated annual demand divided by
the order quantity. As shown by the
preceding graph, a stockout can occur
during any replenishment cycle. Fre-
quent replenishments increase the risk
of stockouts.

3. How reliable are the estimates of
periodic demand and leadtime? This
requires an estimate of the standard
deviation of periodic demands, a sta-
tistical measure of the periodic varia-
tions in  demand. For  the
mathematically inclined the standard
deviation is equal to

X—X 2
I/ l ) where

3, = summation
X = demand for each period
X = average demand

N = number of periods considered

Forecasts of demand can be substi-
tuted for average demand in the for-
mula. Another simpler method is to
estimate ihe standard deviation as
equal to 114 times the average devia-
tion from the periodic forecasts. For
this purpose the differences hetween
actual and forecast demand are added
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regardless of whether the forecasts are
over or under actual demand.

The answers to questions 1 and 2
are necessary to determine the desired
probability established by management
that a stockout will not oceur during a
replenishment cycle. For example, if
management establishes an objective
of one stockout a year and stock is to
be replenished 20 times a year, the
probability of a stockout must be re-
duced to 1/20 or 5 percent. Stated
another way, the probability that stock
will not be exhausted must be 95 per-
cent.*

The answer to when to buy is: at
the iime the stock on hand plus any
undelivered quantity on order reaches
the reorder point. The reorder point
should include leadtime stock ard ade-
quate but not excessive safety level
stock.

How Much To Buy

This decision requires consideration
of at least:

—estimated periodic demand,

—cost io process an order,

—cost to hold the inventory, and

—quantity discounts.

If quantity discounts are not availa-
ble, that is if the price for the item
including transportation cost is not
affected by the size of the order, the
objective is to minimize annual order-
ing and holding costs. These costs are
lowest when they are equal. To deter-

* This percent is important because it is a
guide to the factor (1.65 for 95 percent)
which multiplied by the estimated standard
deviation during leadtime should show the
quantity needed for safety stock.



mine the order size which will equalize
these costs, the manager must solve the
economic order quantity (EOQ) for-
mula.

The basic formula is relatively sim-
ple and can be easily incorporated
into a computer program:

‘/ 2DP
=V T
== the economic order quantity

= annual demand
= the cost of processing an order

where

price of the item

= holding cost per year as a per-
cent of average inventory invest-
ment

—Ornoo

The formula has a number of ex-
pansions to fit different circumstances.

ECONOMICS OF INVENTORY CONTROL

For example, if two or more items are
to be acquired in a single order, the
formula becomes

2P
Q=D I/ 1(ZDCy)

Q:; = the economic order quantity for
any of the items

where

D; == quantity of annual demand for
any of the items

P = cost of processing the order

(ED;C,) = value of annual demands
for all the items com-
bined in the order

This expansion recognizes that under
a combined order the ordering cost
for each item is reduced. For example,
consider the following assumed data:

Items
B Combined
Ordering cost $§ 25 § 25 § 40.5¢
Holding cost 15% 15% 15%
Annual demand $59,820 $22,320 $82,140.00
EOQ (combined orders) $ 4,845 $ 1,806 $ 6,651.00
EOQ (separate orders) $ 4,465 $ 2,725 $ 7,190.00
Ordering and holding cost:
combined orders $ 1,000.00
separate orders $ 770 $ 409 $ 1,179.00

If a computer is not available, ta-
bles can be constructed for ready rei-
erence using a desk calculator. A
convenient form relates demand to
months of supply as indicated below.

Annual Months of

demand supply
$ 5,001— 10,000 - 6
$10,001— 15,000 4
$50,001— 60,000 1

Quantity Discounts

Suppliers frequently offer lower
if orders exceed stipulated
quantities. If such discounts are avail-
able, they may offer greater economy
than the balancing of ordering and
holding costs. Their availability com-
plicates the process of determining the
optimal purchase quantity, but not un-
duly. The process may require one or
a series of trial computations.

Step 1. Use the EOQ formula and

prices
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calculate =z
price.

quantity at the lowest

a. If the lowest price is available at
that quantity, it is the optimal pur-
chase quantity.

b. If the quantity is less than the

price break quantity, compute the

annual cost of buvirg the price
break quantity and proceed to step

2.

Step 2. Use the EOQ formula and
calculate a quantity at the next lowest
price.

a. If the price is available at that
quantity compute the annual cost of
buying that quantity and compare
this amount with the amount com-
puted in 1(b). The lower of the two
shows the optimal quantity.

b. If the quantity is less than the

price break quantity, compute the

annual cost of buying the price
break quantity. Keep repeating the
step 2 process, comparing annual
costs until the price used in the
EOQ formula is available for the
computed quantity. The optimal
quantity is that which results in the
lowest annual cost. It will always be
equal to or greater than the EOQ
quantity.

Example: The following data ap-

plies to a low-cost item.

Annual demand 600
Ordering cost $8.00
Holding cost 20%
Prices available for orders of:
less than 500 $0.30
500 but less than 1,000 0.29
1,000 or more 9.28

The results of the process described
above are shown in the following ta-
ble.

Step 1 Step 2 Repeated step 2
Price break quantity 1,000 500 Less than 500
Price $ 0.28 $ 0.29 $ 0.30
EOQ 414 406 400
Price available at EOQ No No Yes
Annual cost:
Price available at EOQ $168.00 $174.00 $180.00
Crdering cost 4.80 G.60 12.00
Holding cost 28.00 14.50 12.00
Total $200.80 $198.10 $204.00

In this case, the expected annual
cost of buying 500 is less than that of
buying the EOQ amount and the opti-
mal quantity occurs at a price break.
But the 28 cent price is not the bhar-
gain it might appear because increased
holding costs for buying 1,000 more
than offsets the 1 cent price savings.

Whether to make the additiona! in-
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vestment to obtain a price break natu-
rally involves consideration of such
constraints as limited storage space,
shelf life, and limited funds. If a num-
ber of items are considered together
ard funds are not available for ali
price breaks, a logical choice is to
select those that offer the greatest re-
turn on the additional investraent.



Determining What Costs To Use

Holding, ordering, and stockout
costs should be included to the extent
that they can be expected to vary by
inveniory investment, orders placed,
and stockouts. As a practical matter,
the inventory manager will usually
have to rely on the best estimates of
such cosis that can be developed from
available cost accounting records.

Holding cost is the cost of physi-
cally storing the inventory plus the
cost cf the capital required for inven-
tory investment. It is customary io
compute holding costs as a fraction of
the cost of items carried in inventory
per unit of time. This estimate of cost
should include all costs that vary with
inventory size, such as:

1. The cost of storage, including
allowances for deterioration, ob-
solescence, and maintenance
while in storage.

2. The cost of money tied up in in-
ventories.

3. The cost of taxes on inventories.

4. The cosi of insurance oi inven-
tories.

Ordering cost (sometimes referred
to as setup or replacement cosi) is the
variable cost of placing an order (or
setting up production). The formula
implies that it is independent of the
size of the order, but higher costs
should be used in the formula for
items requiring additional procure-
ment or quality control. Ordering gen-
erally includes:

1. Requirements review.

2. Contract placement and adminis-

tration, including inspection and
acceptance.
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3. Preparation, recording, and sub-
mission of requirements requisi-
tions and purchase requests.

4. Control and documentation ef-
forts.

5. Receiving shipments.

Shortage cost is the cost associated
with being out of siock when an item
is demanded. This cost may be impos-
sible to determine because it involves
a number of intangibles. The inven-
tory manager may be forced to rely on
intuitive judgments to decide how fre-
quently stockouts can be tolerated
without determining their cost. If this
cost is estimated some of the costs that
should be included are

1. Overtime costs.

2. Special clerical and administra-
tive costs,

Loss of specific sales.
Loss of geod will.
Loss of customers.

S

Equipment out of commission
for lack of parts.

Eifect of Errors in
Estimating Costs

An examination of the EOQ formula
will show that the optimal order quan-
tity is not very sensitive to changes in
any one of the variables. The EOQ
increases less than proporticnately
with increases in the ordering cost P
and demand rate D, and decreases in
the holding cost 1. For example, if the
rate D quadruples, and the other vari-
ables remain the same, then the EOQ
only doubles. Analogously, if the value
of I quadruples, then the EOQ only
decreases by a half.
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Although ordering and holding
costs should be as accurate as practic-
able, consistent with a certain amount
of averaging, the small errors inherent
in the process do not invalidate its
use. A rule of thumb followed by some
managers is that, if an error in these
factors does not make more than 10
percent change in the expression

I/ .% 5, the error is insignificant.

In many situations the vendor re-
quires that the amount ordered be a
“convenient” number. Because the
EOQ formula is not very sensitive to
changes in cost estimates, there is very
little impact on total cost when only a
near optimal quantity is acquired. For
example, if the optimal quantity is 53,
an order of 50 or 60 may be a more
desirable amount.

Summary

Effective inventory management re-
quires an assessment of probabilities
and costs or consequences. Although
some judgments may have to be made
more or less intuitively, management

®Same as the EOQ formula but excluding
annual demand.
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can usually be refined after some expe-
rience with the items.

Armed with adequate information
on historical demand, ordering and
holding costs, quantity discounts, and
appropriate techniques of analysis, the
inventory manager is in a position to
maintain the inventory at levels which
keep risks to tolerable limits but do
not inordinately increase costs.

If the manager is faced with such
constraints as limited ability to place
orders, limited storage space, or lim-
ited procurement funds, sophisticated
techniques of aggregate inventory
management are available which per-
mit optimal solutions within the con-
straints. These usually require use of a
computer to handle the thousands of
computations they employ.

Some constraints are usually neces-
sary in any system to limit (1} pro-
curements of shelf-life items or years
of supply of slow moving items and
(2) reorder frequence.

Use of the techniques described can-
not be expected to result in a fool-
proof system. They have in many
instances, however, provided manage-
ment increased ability to establish and
monitor inventory policy.



ROGER W. HEYNS

A Reflective View
of the GAO

The following comments have been excerpted from the
remarks of Dr. Roger W. Heyns, President of the American
Council on Education, made at the annual GAQ honor
awards ceremonies on June 15, 1973.

In the more than fifty years of its of its competence and its integrity. 1
existence, this arency has achieved a read with interest and appreciation of
position of enormous respect by virtue its growth in responsibilities and the

Puctured before the June 15 GAO honor awards ceremonies are from the left: Dr. Roger W.
Heyns, President, American Council on Education: Elmer B. Staats, Comptroller General;
and James E. Webb, former Administrator of the National Aeronautics and Space Admin-
istration, who received the GAO Auard for Public Service.
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scope of its activities. This growth
gives much more eloquent testimony,
of course, to the regard in which this
agency is held than any words of
mine. I am sure that it is, at least it
should be, a source of gratification
and pride to all of you that our Na-
tion increasingly reposed greater and
greater trust in your capable hands.
All of you are inheritors of this great
tradition; you are now iis stewards
whose responsibility it is to pass it on
intact and further enhanced. I am sure
you will agree that, although all of
you share in both the tradition and
the task of its successfu] transmission,
the integrity, competence, and wisdom
of the present Comptroller General
have been key ingredients in this rep-
utation of which I have spoken.

* # %* L *

I have all my life been an educator
and much of that time I have spent
defending institutional budgets and
documenting appropriation requests.
Most of you can appreciate that, in
that role, I have often been beset by
unfriendly questions about the useful-
ness of education or by requests for
documentation that education did any-
thing useful or, at any rate, did any-
thing anywhere near worth the cost.
Some of the questions may even have
come from people not too different
from yourselves. So imagine my plea-
sure to read in Mr. Staats’ testimony
before the Legislative Subcommittee of
the Appropriations Committee the fol-
lowing language under General Per-
formance Highlights:

It is always difficult to translate the full
effect of GAO activities in terms of improve-
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ment of the operation and effectiveness of
the Government. Many actions taken in re-
sponse to our recommendations cannot
readily be measured in terms of dollar sav-
ings. * ¥ * However, we do not believe that
dollar savings is a very good test of our
effectiveness.

I rather relished this quote and might
even find some occasion to use it when
I am confronted with a particularly
intractable effectiveness problem. At
the very least, I came away from that
sentence thinking I have been in unex-
pectedly good company.

* * * # *

I am sure that many of you have
noted at least some of the many stu-
dies that indicate the decline in public
confidence over the past decade in
virtually all of the institutions of our
society—education, business, the mili-
tary, the church, the government—you
name it. None has escaped. OQur social
science knowledge is not sufficiently
advanced to tell us where the thresh-
old of disaster is but we all know that
the trend is in the wrong direction
and that if it continues we will reach
that point.

The reversal of the irend is the
responsibility of each of us in what-
ever our walk of life. But no group
that I can think of is more crucial in
this process than you—the people in
this office. Confidence in govern-
ment—in its integrity, in its effective-
ness and in its sensitivity—is more
crucial to our well-being than in any
other of our social institutions. The
task each of us has is to make our
institutions work; you have a unique
role among those whose task it is to



make the government work. It is the
government’s sensitivity to the legiti-
mate needs of its citizens in iis effec-
tive operation of programs directed
toward our national goals and in its
essential fairness, treating all men eq-
uitably and justly, that the confidence
of the people resides. And you have
been given a task of special responsi-
bility to monitor the behavior of all
public servants to that end. And as I
understand your role it is not merely

REFLECTIVE VIEW OF GAO

to prevent fraud or ensure minimum
compliance with the law—but to work
positively, to facilitate, to be enablers
as well as prohibitors—in short, to
achieve effectiveness toward our col-
lective goals—Ilife, liberty, and the
pursuit of happiness.

John Gardner once said that the
greatest privilege one could have was
to be involved in a significant enter-
prise and to be needed in it. You have
that privilege and you are needed.

In the Bag

What is the budget system? The word “budget” is derived from the
French word “bougette” which translated means “a litile bag.” It is a
term used in dealing with the raising and expending of money by local
or national governments, corporations, or other bodies which have to
deal with questions of this kind. The term was first used by the
British. The pouch in which the chancellor of the exchequer carried
his financial papers to Parliament was called “the budget.”

Representative Fred S. Purnell
of Indiana
During debates on budget and

accounting legislation
Congressional Record, October 20, 1919
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The Watchdog Reports

The following items from past issues of The Watchdog, the
monthly newspaper of the GAO Employees Asscciation, are
republished for the interest of GAQ's present professional

staff.

Weitzel Sworn ini as
Assistant Comptroller

November 1953

Frank H. Weitzel, appointed by the
President as Assistant Comptroller
General of the United States, was
sworn in October 12 at 10 in the
General Accounting Office auditorium
by Judge James R. Kirkland of the
United States District Court for the
District of Columbia. Comptroller
General Lindsay C. Warren, in pres-
enting Mr. Weitzel to take the oath of
office, said:

“On June 29, 1953, Frank L. Yates,
the Assistant Comptroller General of
the United States, unexpectedly passed
to his final reward. It was a crushing
biow to all of the persornel of the
General Accounting Office, who loved
and admired him. His memory will
long be treasured here for he was a
noble public servant and a friend of
man.

“In selecting his successor we feel
honored and proud that the President
came to this office to fill the vacaney.
There were several of our officials who
were finely equipped for this impor-
tant post, but I think all of us will
agree that no one could have been
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chosen who would have met with
greater approbation than Frank H.
Weitzel. There is no finer example of
the career public servant which he has
so brilliantly typified. His appointment
has thrilled not only the General Ac-
counting Office but the Government as
a whole.

“Closely associated with him as I
have been over the years, I know him
to be a man of lofty character, great
integrity, outstanding ability, and
high ideals. He is fair, patient, stead-
fast, and unafraid. I know him to be
dedicated to the preservation of the
independence of the General Account-
ing Office, to its nonpartisan and non-
political status, and to its position as
the agent of the Congress and a part
of the legislative branch of the Gov-
ernment. Should those who have the
responsibility for the Office, -either
now or in the future, ever fail to
follow any one of these principles, the
effectiveness of our work will be de-
stroyed. In his new office, Frank
Weitzel will be the same unspoiled,
unaffected, modest young man as we
work daily side by side with the exec-
utive branch for a better and more
efficient Government.



Robert F. Keller
Succeads Weitzei

November 1953

General Lindsay C.
Warren has announced the appoint-

Comptroller

ment of Robert F. Keller, already an
Assistant to the Comptroller General,
to succeed Mr. Frank H. Weitzel as
his Assistant in charge of congres-
sional and interagency relationships of
the General Accounting Office.

Mr. Keller was born in Washington,
D.C., on August 22, 1913, and had
primary
here. He attended George Washington

and secondary education
University and the Washington Col-
lege of Law where he obtained his
LL.B. degree. He also attended the

Benjamin Franklin University where
he was awarded a B.C.S. degree.

Mr. Keller was appointed to a clerk
position on July 16, 1935, and was
later promoted to a Ciaims Developer,
Claims Examiner, Senior Cleims Ex-
aminer, Principal Claims Examiner,
Principal Review Examiner. He joined
the Navy in 1942 as an Ensign and
was promoted to Lieutenant (jg) and
Lieutenant. He returned to the Office
in 1946 as an attorney in the Comp-
troller General’s Office. He was ap-
the

pointed an  Assistant to

Comptroller General in 1950.

During his military service M.
Keller was cited for outstanding per-
formance of duty and was awarded
the Commendation Ribbon by James
Forrestal, Secretary of the Navy.

THE WATCHDOG REPORTS

Ralph E. Ramsey
Wins Promotion

November 1953

The Comptroller General announced
the appointment of Ralph E. Ramsey
as Associate Chief of Investigations to
succeed Robert F. Cartwright, who
has been appointed Deputy Adminis-
trator of the State Depariment’s Bu-
reau of Security, Consular Affairs and
Personnel.

Goodby, Mr. Warren

April 1954

The high esteem with which Lind-
say C. Warren, the Comptroller Gen-
eral of the United States, is held by all
the employees of the General Account-
ing Office was touchingly reflected
when the news was released that he
would retire from the Office on April
30.

Mr. Warren, who is retiring afier
completing 13% of a 15-year term,
has made the General Accounting
Office the most highly respected Fed-
eral agency today. His fairness and
understanding has earned for him the
respect of all government leaders, but
he has been locked upon as a friend
by his employees.

The employees of the GAQ already
feel the loss due to his retirement but
are happy that he will be able to enjoy
the fruits of years of dynamic leader-
ship.

President Eisenhower put it well
when he said in his leiter accepting
our Comptroller General’s retirement:
“You have left a lasting mark on gov-
ernment ¥ * * and can take deep
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pride in so vast a contribution to
better, more efficient governmenial op-
eration.”

Mr. Warren advised each Senator
and Congressman of his request for
retirement which was necessitated by
advice of his doctors and called on
them to “be ever alert to and adamant
against attempts to weaken or destroy
the powers of the General Accounting
Office or to affect its independent sta-
tus.”

He went on to say that the “General
Accounting Office is an efficient and
hard-hitting agency of which the Con-
gress, the President, and the American
people can be justly proud. We have
earned and gained the confidence of
all three. I am proud there has never
been a breath of scandal concerning
the work of the Office and its employ-
ees.”

“The General Accounting Office,”
continued Mr. Warren, “is one of the
few agencies that not only pays its
way, but makes a substantial contribu-
tion to the Treasury each year. Collec-
tions from 1941 to date total $915
million, most of which had been ille-
gally or otherwise improperly paid
out. This amount is twice the cost of
running the Office during the same
period, and it is a fair statement to
say that little, if any, of the amount
collected would have ever been re-
covered except for the work of the
General Accounting Office.”

After 30 years in the Nation’s Capi-
tal, Mr. Warren will go back to his old
home in Washington, N.C. He became
the “watchdog of the Treasury” after
a 16-year career in the House of Rep-
resentatives. He accepted the position
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when it was offered to him for the
fourth time by President Roosevelt.

Former Comptroller Comments on
S. S. United States Settlement

June 1954

Recently Lindsay C. Warren, former
Comptroller General of the United
States, was contacted in reference to
the settlement with the United States
Lines with respect to the superliner S.
S. United States.

In his statement, Mr. Warren
stressed: “This settlement should stand
forever as a stern warning to adminis-
trative officials of the Government who
choose to substitute their own views
for the mandates of Congress. No man
in this country is above the law.”

Mr. Warren stated the following in
connection with the settlement:

“During the week immediately pre-
ceding my retirement as Comptroller
General, representatives of the Depart-
ment of Justice consulted with me on a
proposed settlement with the United
States Lines with respect to the super-
lirer S. 8. United States. I approved
the proposed settlement in a letter to
the Attorney General dated April 30,
1954—my last day in office—as being
in the best interest of the United
States, I have just been advised that
the settlement has been agreed to by
all parties.

“Two years ago I rendered a deci-
sion to the then Secretary of Com-
merce, Charles Sawyer, pointing out
numerous misinterpretations and mis-
applications of the law underlying the
contract which had been executed be-
tween the former Maritime Commis-



sion and the United States Lines. I
advised Mr. Sawyer that the contract
was illegal and that the S. S. United
States should not be turned over to the
company until a new agreement fixing
a proper price was worked out. Mr.
Sawyer chose to act in direct contira-
diction to that decision.

“This seitlement should stand for-
ever as a stern warning to administra-
tive officials of the Government who
choose to substitute their own views
for the mandates of the Congress. No
man in this country is above the law. |
refer particularly to Mr. Sawyer and
to the members of the former Maritime
Commission—with the ouistanding ex-
ception of Mr. Raymond McKeough,
who not only voted against the sub-
sidy in this case but continued there-
after to voice his vigorous dissent.

“I wish to pay tribuie to the cour-
age and integrity displayed during the

THE WATCHDOG REPORTS

course of this controversy by former
President Truman and his naval aide,
Admiral Dennison, the congressional
commiitee headed by Porter Hardy,
Jr., former Attorney General Me-
Granery, Attorney General Brownell,
and Maritime Administrator Roths-
child. Particularly do I wish to ex-
press my admiration for Assistant
Attorney General Warren Burger. He
is a lawyer of the highest ability and
character. His thorough grasp of the
issues has greatly facilitated the setile-
ment of this case.

“T feel sure that this setilement will
dispel any doubts there may have been
with respect to the powers of the Gen-
eral Accounting Office to review the
administrative actions of the executive
branch. This is especially gratifying to
me, coming as it does at the time of
my retirement as Comptroller Generai.
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Importance of Internal Auditing

Elmer B. Staats, Comptroller Gen-
eral, speaking on “The New Thrust of
Internal Auditing in Government,” be-
fore the International Conference of
the Institute of Internal Auditors,
Washingion, D.C., July 3, 1973.

The internal audit function is a
most important one from the stand-
point of the operations of the General
Accounting Office. GAO has vigor-
ously promoted and supported strong
internal audit systems in all Govern-
ment agencies for many years.

The reason for our concern is two-

fold:

1. Internal auditing is an integral
part of a good management sys-
tem. In recognition of this im-
portant concept, GAO has
consistently promoted stronger
internal audit systems as part of
its management improvement ef-
forts throughout the Federal
Government.

2. The existence of strong manage-
ment control systems within gov-
ernment agencies which include
internal auditing contributes to
a more efficient overall audit
system. Where such systems ex-
ist in the Federal Government,
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GAO, as an independent audit
arm of the Congress, can con-
centrate more of its limited re-
sources on analyzing serious
management and  operating
problems and identifying oppor-
tunities for improvement.

The staggering size of government
operations today suggests how impor-
tant it is that good management sys-
tems at all levels of government
incorporate effective internal auditing.
Federal expenditures for 1974, as pro-
posed in the budget submitted by the
President, add up to close to $270
billion—a figure of disarming simplic-
ity in appearance but with far-reach-
ing financial ramifications that affect
almost all segments of our social and
economic system and the systems of
many foreign nations.

State and local government expendi-
tures are also growing in size. When
added to those of the Federal Govern-
ment, the total represents over one-
third of the gross national product.

A key point of concern to legislators
who authorize the use of public funds,
and to managers and policymakers
who are responsible for their use, is
that those funds be used effectively for
the purposes intended and without
waste. This same point must also con-



cern all of us as auditors. We must be
constantly vigilant to see not only that
management control systems are de-
signed to promote prudent and effec-
tive use of public resources but that

they work as intended.
* * #* #* *

In conclusion, 1 would like to sug-
gest a note of caution to the auditing
community iiself. Expanding the scope
of the auditor’s work cannot and
should not be done on a crash basis. It
should be done gradually; experience.
should be accumulated as a basis for
acceptance and further expansion.

The time-tested ingredients of suc-
cessful audit operations must not be
forgotten—there must be good plan-
ning, competent stafl, careful supervi-
sion, and a constructive approach to
the work.

Accountability for efficient and ef-
fective use of resources—be they pri-
vate or public—must be ingrained in
all of the systems that make up our
society. The services of the auditor
represent one important way of pro-
viding such accountability.

Accountability of
Business Corporations

Gregory J. Ahart, Director, Man-
power and Welfare Division, speaking
on “Corporate Citizenship,” before the
annual International Conference of the
National Association of Accountants,
Dallas, Texas, June 26, 1973.

In considering the quality of these
relationships, we have to consider
them in the light of the several con-
straints which restrict the freedom of
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a particular concern to charge out and
solve all the current problems of so-
ciety even if its management were in-
clined to do so. Business corporations
are accountable for their performance
to several constituencies as well as to
the society at large.

First, and as a practical matter per-
haps foremost, the corporate enter-
prise is responsible to its ownership to
produce a fair return on the capital it
has invested. In a small, or even in a
large closely held corporation, the
ownership may be substantially identi-
cal with the corporate management. In
this situation, the management may
have the freedom to devote a large
portion of net income to purposes not
closely related to the main business of
the enterprise, depending upon the
firm’s need for additional capital and
the private financial circumstances of
the owners.

In a publicly held corporation, with
hundreds or thousands or even mil-
lions of shareholders, corporate man-
agement does not have this degree of
freedom. It has an important responsi-
bility to produce a reasonable profit,
either in the short run or in the longer
term, in response to the trust the own-
ership—the stockholders—have placed
in it. To ignore this trust—this fidu-
ciary responsibility—in our kind of
society would be a failing of the first
order.

As 1 heard the president of a large
industrial concern say at a conference
a couple of years ago: “If you’re
running a corporation, you had better
turn a profit; it isn’t any damn social
experiment!”
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Second, the corporate enterprise is
responsible to the community of em-
ployees upon which it depends for its
vitality and whose efforts in large part
enable it to make its contribution to
society. It must offer them a fair wage,
provide them with good working con-
ditions, contribute to their financial
security, and so on. It is true that
many of the responsibilities of the
enterprise to its employees have been
imposed by legislation, as a result of
the demands of society in the not so
recent pasi as well as the relatively
recent past, and in some cases may be
met by corporate management without
any particular altruism. Be that as it
may, the legitimate demands of the
corporate workforce cannot be ig-
nored and do constrain the flexibility
of the management to devote substan-
tial resources to non-business-related
purposes. If it did so, it might have a
rather difficult time at the next round
of labor negotiations.

Third, there is the customer—both
immediate and ultimate—for the prod-
ucts or services which are the main
stock in trade of the enterprise. They
deserve a fair shake, too. They want
and need quality, with an appropriate
degree of safety, and don’t want to be
gouged in the process. Short of being
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in a monopoly position, with respect
to an essential product or service, the
customer demands also act as a con-
siraint on the freedom of the enter-
prise to engage in extracurricular
activities.

Next, there is the competition, again
competitive  industry.
There is certainly a limit to how far
one member of a particular industry
might go in devoting resources to mat-
ters not directly related to its main
business if its competitors do not go
the same route. In most cases we
would agree that going out of business
would not constitute a great contribu-
tion to society.

Fifth, and this is the last I will
specifically mention, there is the par-
ticular community or communities in
which the business enterprise operates.
For very good reasons, the immediate
community is probably at the top of
the list for any philanthropic or civic
activity the concern is inclined to and
able to support. So long as there are
unmet needs in that community, which
probably will be for a considerable
while in most instances, the enterprise
might well be constrained to avoid
devoting significant resources to social
problems which transcend community
interest.

assuming a



I'iie amendment to the Defense Pro-
ction Act of 1950 passed in August
70 which provided for the establish-
bnt of the Cost Accounting Standards
pard designated the gller Gen-
B! as Chairman and izpd him t

k- additional members are to be [iom

E accounting profession; one is to be

Acconting Standards Board (Public
Law 91-379) was passed by the Con-
gress following an 13-month study by
the General Accounting Office under-

 in the
amendments to the Defense P1oduction
Act approved August 15. 1970. Funds
for the establishment of the Board were

On March 3, 1971, Mr. Staats,
Chairman of the Board, announced t}
the Board had selected Arthur Scho;
haut as Executive Secretary.

Mr. Schoenhaut has served the Fi

nmegt since 1950. Untul 1
t General Accounti
d as Deputy Direc
of the Civil Division from 1964 10 198
Since 1967 he has been Deputy Cor
troller of the Atomic Energy Co

sion.

approved recently by the Congress. Mr. Schoenhaut received his B.B

New Booklets cn GAO

Two booklets were published re-
cently to help inform Members of Con-
gress and others interested about GAO
functions and activities and how it
operates.

—“The U.S. General Accounting
Cffice—Purposes-Functions-Serv-
ices”—a descriptive and explana-
tory brochure about GAO and its
role in the Federal Government.
This booklet is a revision of an
earlier brochure.

—“The General Accounting
Office—Answers to Frequently
Asked Questions”—A new book-
let which contains a statement by
the Comptroller General of the
United States on GAQ objectives
and 71 questions with answers
concerning GAO responsibilities,
policies, and methods of opera-
tions.

Senator Sam J. Ervin, Jr., of North
Carolina referred to the second book-
let when he placed in the Congres-
sional Record for July 12, 1973, the
Compiroller General’s statement on
GAO objectives. Senator Ervin stated:

Mr. President, on June 21, I introduced
on behalf of myself and Senators RisIicOFF
and METCALF, the Accounting and Auditing
Act of 1973. This bill is designed to

. ol o

strengthen and update the authority and
functions of the General Accounting Office
in order that it may more effectively carry
out its statutory responsibilities.

The General Accounting Office is the
agency of the Congress and serves as an
important source of information on Federal
Government operations for all Members of
Congress. Recently the Comptroller General
published a new booklet on his office, which
provides answers to numerous questions that
are frequently asked about the objectives,
purposes, and responsibilities of the GAO.
This excellent booklet, which is available to
all Members of Congress, and publicly
available to students, libraries, and mem-
bers of the public for their use and infor-
mation, also contains a fine summary state-
ment of the objectives of the General Ac-
counting Office prepared by the Comptroller
General.

1 think all Members of Congress will be
interested in the Comptroller General’s
statement and I ask unanimous consent
that it be printed in the RECORD.

Improving Auditing Standards

GAO has published a new booklet
entitled “What GAO Is Doing To Im-
prove Governmental Auditing Stand-
ards.” It is one of the follow-on
projects growing out of the publica-
tion in June 1972 of the statement of
standards for audit of governmental
organizations, programs, activities,
and functions.
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Its main purpose is to inform the
Congress and others interested about
continuing GAO efforts to improve
governmental auditing standards. Im-
provements in such standards and re-
lated  auditing  procedures  and
practices are needed to provide the
Congress and other lawmaking bodies
with essential information for use in
their legislative and oversight func-
tions.

Reassignment of Functions
From OMB to GSA

By Executive order on May 9, 1973,
the President transferred to the Gen-
eral Services Administration the func-
tions being performed by the
following organizational units within
the Office of Management and Budget:

—Financial Management Branch

~—Procurement and Property Man-
agement Branch

—Management Systems Branch of
the Organization and Manage-
ment Systems Division

—Management Information and
Computer Systems Division with
respect to policy conirol over au-
tomatic data processing (except
for Government-wide ADP stand-
ards)

In his statement of May 22, explain-
ing these shifts, the President stated:

GSA now has overall leadership respon-
sibility for developing Government-wide pol-
icy in these areas and for seeing that such
policy is carried out within the departments
and agencies. It has assumed these respon-
sibilities under the broad policy oversight
of the Office of Management and Budget,
drawing upon OMB’s assistance in resolving
major policy issues.
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The objective of this change is for
GSA to “assume a broader manage-
ment role by becoming the President’s
principal instrument for developing
better systems for providing adminis-
trative support to all executive branch
activities.”

A new Office of Federal Manage-
ment Policy was established in GSA
on June 11, 1973. This office consists
of the following components which
will carry out the functions trans-
ferred plus some previously lodged in

GSA:

—Office of Procurement Manage-
ment

—Ofice of Property Management
—Office of Financial Management

—Office of Management Systems
and Special Projects
—Office of Automatic Data Process
ing Management
Upon invitation, the Administrator
of General Services in July 1973 be-
came one of the principals of the Joint
Financial Management Improvement
Program. The other four principals
are the Comptroller General of the
United States, the Secretary of the
Treasury, the Director of the Office of
Management and Budget, and the
Chairman of the Civil Service Com-
mission.

Southeastern Government Auditors
Form Communications Forum

On May 31, 1973, Southeastern gov-
ernment auditors joined together at
Louisville, Kentucky, to create a
forum, the first such in the Nation, for
communications among themselves at



all levels Federal,

of government:
State, and local.

Called the Southeastern Intergov-
ernmental Audit Forum, the group is
made up of State auditors from Ala-
bama, Florida, Georgia, Kentucky,
Mississippi, North Carolina, South
Carolina, and Tennessee and Federal
auditors from 16 executive department
agencies and the General Accounting

Office.
Marvin Colbs, GAO regional man-

ager at Atlanta, Georgia, was elected
chairman of the forum. Mr. Colbs
stated that the organization’s aims are
to: promote day-to-day cooperation
between members on matters relating
to audit, advance efficiency and useful-
ness of audits at all levels of govern-
ment, the discussion
resolution of interagency conflicts on
audits, and develop strategies to fill
voids and minimize duplications in au-
dit coverage. He said that the head of
each organization that conducts audits
of governmental organizations, pro-
grams, activities, and functions, re-
gardless of level or branch of
government, is eligible for membership

ease and

in the forum. Also, the forum in no
way subjecis any member or agency to
the authority of any other agency.

William R. MacDougall, executive
director of the President’s Advisory
Commission on Intergovernmental Re-
lations, Washington, D.C., spoke to
the group at its charter-signing cere-
monies here.

Mr. MacDougall said the forum
moves in a direction consistent with
the aims of ACIR, monitoring the op-
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eration of the Federal system and rec-
ommending improvements. A perma-
nent national bipartisan body created
by law, ACIR has members representing
the executive and legislative branches
of Federal, State, and local govern-
ments and the public.

Earthquake Research

On August 3, 1973, Representative
Alphonzo Bell of California intro-
duced a bill in the House to expand
the Federal Government’s earthquake
research program.

In his remarks, Mr. Bell referred to
the GAO report on Federal earthquake

research as follows:

Perhaps the greatest virtue of this bill lies
in its provisions for coordinating the on-
going Federal earthquake research effort.
The General Accounting Office, in an eval-
uation of Federal earthquake research pro-
grams last fall, concluded that—

“Fragmented responsibility and lack of
national goals have made a coordinated re-
search attack on the Nation’s earthquake
problems difficult.”

The GAO found that the several federal
agencies involved in earthquake research
were engaged in overlapping and duplicative
programs. The result has been an inefficient
and wasteful use of the limited resources
we have assigned to the earthquake prob-
lem. This legislation will correct this crip-
pling deficiency. It assigns to the National
Science Foundation the responsibility to co-
ordinate the Federal Government’s overall
earthquake research program, without de-
priving the other Federal agencies their
proper role in the effort.

The GAO report was “Need for a
National Earthquake Research Pro-
B-176621, September 11,

3
gram,

1972.
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Effectiveness of
D.C. Outpatient Health Centers

The GAO report of July 31, 1973,
B-118638, on this subject provides a
good example of how the independent
auditor can help throw light on the
need for improving local government
programs in a field in which nongov-
ernment agencies and funds are also
involved.

In 21 outpatient health care centers
in the District of Columbia, which cost
about $11 million to operate in 1972,
GAO found a serious lack of coordina-
tion over the operations which re-
sulted in:

—imbalances in the location of cen
ters,

—capability to provide more health
services in some areas than resi-
dents sought, and

—lack of capability in other areas
to provide sufficient health care.

Underuse of available outpatient
health services was prevalent, a dis-
turbing result of inadequate planning
for the location and capabilities of
individual centers.

The report includes several charts to
aid the reader in understanding the
problems observed. One very effective
chart shows the maze of health centers
and the hierarchy of bureaus or other
organizations involved in their opera-
tions and funding. In addition to the
programs of the District of Columbia
itself and three private nonprofit orga-
nizations, seven Federal programs ad-
ministered by the Department of
Health, Education, and Welfare and
the Office of Economic Opportunity
are involved.
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Walter E. Washington, Mayor-Com-
missioner of the District of Columbia,
informed Frank Medico, assistant di-
rector in charge of the GAO study,
that:

The report is a major contribution toward
an understanding of the complex issues
which need to be resolved before a fully
coordinated comprehensive ambulatory care

delivery system can become a reality in the
District.

GAQ Evaluation
of War on Poverty

One of the chapters in the recently
published book “Public Science Policy
and Administration” (edited by Albert
H. Rosenthal and published by the
University of New Mexico) deals with
fiscal and management dilemmas in
science administration. This chapter
was written by Comptroller General
Elmer B. Staats and William D. Carey,
vice president of Arthur D. Litile, Ine.

Among the subjects discussed is
evaluation of research activities. The
authors lead off with this statement:

One of the real predicaments facing the
government, as it launches large-scale so-
cial experimentation in the field of human
resources, is the infirmity of its resources
for critical evaluation of the effectiveness of
its strategies relative to costs and expecta.
tions.

They then reviewed GAO’s experi-
ence in the congressionally mandated
evaluation of the programs and activi-
of the Office of ¥conomic
Opportunity in 1967-68—the war on
poverty. Of interest to GAO staff mem-
bers are these observations:

ties

In essence, GAO was expected to deter-
mine whether the war on poverty was get-
ting anywhere, and whether it justified its



cost to the public—a fair enough pair of
questions to be addressed to most public
expenditure programs but exceedingly dif-
ficult to address to an enterprise that is by
nature experimental, research intensive, and
long term in payoff. Adding to the hazards
of evaluation was the existence of wide-
spread attitudinal biases growing out of the
war on poverty’s implicit role in challenging
customs, institutions, and embedded social
practices. GAO indeed had a bear by the
tail.

In quantitative terms, GAO could see, as
well as anyone who cared to look, that the
numbers of people included within the gov-
ernment’s definition of the “poor” had de-
clined almost unbelievably since the initia-
tion of the war on poverty. By that single
standard, the ranks of the poor had thinned
by several millions. What the cold statistics
could not prove was a cause-and-effect con-
nection between the programs of the Office
of Economic Opportunity (OEO) and the
decline of poor families as a percentage of
population. For that matter, the statistics
revealed nothing of a qualitative nature con-
cerning the real economic and social condi-
tions in which the new nonpoor found
themselves. Perhaps nothing more could be
said than that the war on poverty had not
obstructed the aisles leading to exit from
deprivation.

GAO Overseas

The New Delhi Office of the Euro-
pean Branch was closed June 30. In
the future, the European Branch in
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Frankfurt will be responsible for all
GAO work assignments in Pakistan,
Afghanistan, and westward into the
Middle East. The Far East Branch in
Honolulu will be responsible for all
GAO work assignments in India, Ne-
pal, Bangladesh, and Sri Lanka (Cey-
lonj).

Johan De Leeuw, assistant director,
Logistics and Communications Divi-
sion, was detailed for an indefinite
period, commencing August 1, to the
NATO International Staff, Brussels,
Belgium, as an audit assistant to the
NATO International Board of Audi-
tors.

George L. De Marco, assistant di-
rector, International Division,
designated assistant director of the
European Branch, International Divi-
sion, in August 1973.

James Y. Kurthara, assistant direc-
tor, International Division, was desig-
nated assistant director of the Far
East Branch, International Division,
in August 1973.

Raymond R. Stock, management
auditor, Los Angeles regional office,
began a 3-year transfer assignment, on
August 1, as an accountant in the
Office of the Comptroller, Food and
Agriculture  Organization of the
United Nations, Rome, Italy.

was
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By JupitH HATTER
Assistant Chief, Legislative Digest Section, Office of the General Counsel

Accounting and Auditing Act
of 1973

The Comptroller General submitted
to the Congress a measure to
sirengthen the role of GAO. The pro-
posed legislation was introduced by
Senator Sam Ervin for himself and
Senators Ribicofl and Metcalf on June
21, 1973, and subsequenily several
companion bills were introduced in
the House of Representatives.

On two occasions the Comptroller
General appeared before congressional
committees to discuss the Accounting
and Auditing Act of 1973. On June 21
he appeared before the House Select
Committee on Commiitees to outline
his views on the need for additional
audit authority and on August 11 be-
fore the Senate Subcommitiee on
Budgeting, Management and Expendi-
tures of the Government Operations
Committee to discuss title IV of the
bill which concerns access to records.
(Other participants: Messrs. Dem-
bling, Hunter, Morse, Moore, Sperry,
Griffith, and Fitzgerald)

During the months of May through
August, representatives of GAO were
frequenily asked to testify before
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congressional committees and there
follows a brief resumé of these appear-
ances.

Government Procurement
Commission Recommendations

Richard W. Gutmann, director, Pro-
curement and Systems Acquisition Di-
vision, testified on May 17 before the
Subcommittee on Government Pro-
curement of the Senate Select Commit-
Small Business on the
implications for the small business
community of certain recommenda-
tions of the Commission on Govern-
ment Procurement.

It was suggested that the Office of
Federal Procurement Policy proposed
to be established could serve as a
conduit for communication between
the Small Business Administration, the
Committee, and the procuring agencies
regarding small business contracting
trends and required new initiatives.
(Other participants: Messrs, Hall,
Desmond, and Fiizgerald)

tee on

The Comptroller General, who was a
statutory member of the Government
Procurement  Commission, subse-



quently testified on July 30 before the
House Government Operations Sub-
committee on Legislation and Military
Operations on the salient features of
H.R. 9059, to establish an Office of
Federal Procurement Policy. {(Other
participants: Messrs. Dembling, Mor-
ris, Gutmann, and Griffith)

Russian Wheat Sales

On July 23 Joseph R. Ferri, assist-
ant director, International Division,
appeared before the Permanent Sub-
committee on Investigations of the
Senate Government Operations Com-
mittee to discuss the GAO report on
the the Russian
wheat sales and weaknesses in Agri-
culture’s management of the wheat ex-
port subsidy program which had
previously been discussed by the
Comptroller General before the Senate
Agriculture and Foresiry Committee.
(Other participants: Messrs. Milgate,
McArter, and Griffith)

examination into

Budgetary Infcrmation for the
Congress

Kenneth WW. Hunter, assistant direc-
tor, Financial and General Manage-
ment  Studies appeared
before the House Select Committee on
Committees on June 28 to discuss the
congressional needs for Federal fiscal,
budgetary, and program information
as GAO has defined them; the major
existing reporting to the Congress;
and suggestions regarding policies and
actions the Congress and GAO can
take to meet these needs. (Other par-
ticipant: Mr. Sperry)

Division,

HEARINGS AND LEGISLATION

Space Shuttle

Twice representatives appeared be-
fore congressional committees to dis-
cuss the GAO report to the Congress
on analysis of the cost estimates for
the space shuttle and two alternative
On June 12 Thomas D.
Mor:is, Assistant Comptroller General,
appeared before the Subcommittee on
and Urban Development,
Space, Science, and Veterans of the
Senate  Appropriations Committee;
and on June 26 Donald L. Scantle-
bury, director, Financial and General
Management Studies Division, ap-
peared before the Subcommittee on
Manned Space Flight of the House
Science and Astronautics Committee,
(Other participants: Messrs. Marvin,
Sperry, and Blair)

programs.

Housing

Overseas Private Investmeni
Corporation

Charles D. Hylander, deputy direc-
tor, International Division, summa-
rized the highlights of the GAO report
concerning the management of invest-
ment insurance, loan guarantees, and
claim payments by the Overseas Pri-
vate Investment Corporation for the
Subcommittee on Multinational Corpo-
rations of the Senate Foreign Rela-
tions Committee on July 20. (Other
participants:  Messrs.  Zappacosta,
Berngartt, and Fitzgerald)

Criminal Justice Act Applicability
to the District of Columbia

Milton J. Socolar, deputy general
counsel, appeared before the House
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District of Columbia Commititee on
June 28 to discuss a Comptroller Gen-
eral decision whether funds appropri-
ated to the Federal Judiciary for the
implementation of the Criminal Justice
Act are available to cover cases in the
Superior Court of the District of Col-
umbia and whether the Judicial Con-
ference of the United States and the
Administrative Office of the United
States Courts have responsibility for
administration of, and budgeting for,
Criminal Justice Act expenditures by
the Superior Court of the District of
Columbia and the District Court of
Appeals. (Other participant: Mr.
Levy)

Postal Operations

On July 26 the Comptroller General
discussed for the Senate Post Office
and Civil Service Committee the oper-
Postal
Service, particularly the quality of
(Other participants:
Messrs. Neuwirth, Jones, Colan, Cher-
venak, Blair, and Ols)

ations and activities of ithe

mail service.

Federal Election Campaign Act
of 1973

On June 7 Phillip S. Hughes, direc-
tor, Office of Federal Elections, testi-
fied  before the Rules

Administration Committee of the Sen-

and

ate on campaign finance legislation,
particularly 8. 372, the Federal Elec-
tion Campaign Act of 1973. (Other
participants: Messrs. Thompson, Hig-
gins, and Fitzgerald )
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Light Aircraft Safety

In connection with consideration of
the Federal Aviation Administration’s
regulation of the manufacturers of
light aircrafi, Henry Eschwege, direc-
tor, Resources and Economic Develop-
ment Division, appeared on June 13
before the Subcommittee on Govern-
ment Activities of the House Govern-
ment Operations Committee fo discuss
the results of a GAO review to deter-
mine whether FAA was giving suffi-
cient emphasis to programs for
insuring the design safety of such air-
craft. (Other participants: Messrs.
Kelley, Kegel, Gaffney, Levy, and
Sperry)

Health Services and
Mental Health Administration

On June 27 John D. Heller, asso-
ciate director, Manpower and Welfare
Division, appeared before the Subcom-
mittee on Health of the Senate Labor
and Public Welfare Commiitee to dis-
cuss the implementation of a new
funding policy for health services de-
livery projects supported with funds
administered by the Health Services
and Mental Health Administration of
the Department of Health, Education,
and Welfare. (Other participants:
Messrs. Elmore, Fenstermaker, Gar-

bark, and Sperry)

Value Engineering
in Federal Construction

On June 18 Robert G. Rothwell,
deputy director, Logistics and Commu-
nications Division, testified before the



Subcommitiee on  Buildings and
Grounds of the Senate Public Works
Committee on the use of value engi-
neering by Federal agencies engaged
in facility acquisition. (Other partici-
pants: Messrs. Hill, Cohen, and Grif-
fith)

National Subsidized Housing
Loan Fund

At hearings July 20 before the
Subcommittee on Housing and Urban
Affairs of the Senate Committee
on Banking, Housing, and Urban Af-
fairs, Henry Eschwege, director, Re-
sources and Economic Development
Division, discussed the provisions of
S. 2169 to establish a National Subsi-
dized Housing Loan Fund to provide
for the direct financing of low- and
moderate-income housing programs
under sections 235 and 236 of the
National Housing Act. Thic direct fi-
nancing concept was suggested by
GAQO in two separate reports to the
Congress as a means of realizing sub-
stantial savings. (Other participants:

Messrs. Squellati, Roher, and Blair)

Rural Business Loan Programs

On July 19 Henry Eschwege, direc-
tor, Resources and Economic Develop-
ment Division, appeared before the
Subcommittee on Rural Development
of the Senate Commiitee on Agricul-
ture and Forestry to discuss the GAO
report on ways to improve the effec-
tiveness of the rural business loan
programs administered by the Farmers
Home Administration. (Other partici-
Messrs. Hirschhorn, Woods,
Storm, and Sperry)

pants:

HEARINGS AND LEGISLATION

Navy Homeporting in Greece

Fred J. Shafer, director, Logistics
and Communications Division, on July
16 discussed for the Subcommittee on
Europe of the House Foreign Affairs
Committee the resulis of a review of
the Navy’s project to homeport part of
the 6th Fleet in Greece. The major
conclusion reached was that planning
for the project was inadequate. (Other
participants: Messrs. Grosshans,
Tucker, and Fitzgerald)

Federal Housing Administration
Insurance Funds

On July 10 Baltas E. Birkle, asso-
ciate director, Resources and Eco-
nomic Development Division,
presented statistics on the insurance
operations of the Federal Housing Ad-
minisiration to the Legal and Mone-
tary Affairs Subcommitiee of the
House Government Operations Com-
mittee. Using charts and tabulations,
Mr. Birkle discussed insurance fund
activities since 1968. (Other partici-
pants: Messrs. Shermar and Sperry)

Naval Petroleum and
Qil Shale Reserves

J. Kenneth Fasick, director, Logis-
tics and Communications Division, on
May 30 appeared before the Senate
Interior and Insular Affairs Committee
at hearings on 5. 1586, Petroleum
Reserves and Import Policy Act of
1973, to discuss the capability of the
Naval petroleum and oil shale reserves
to meet emergency oil needs. (Other
participants: Messrs. Oberson, Schulz,

and Griffith)
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Drinking Water Safety
At May 31 hearings before the Sub-

committee on Environment of the Sen-
ate Commerce Commiitee on S. 433,
Safe Drinking Water Act of 1973, and
other related bills, Henry Eschwege,
director, Resources and Economic De-
velopment Division, discussed the re-
sulis of the GAO review of Federal
and State programs for assuring the
purity and safety of drinking water.
{Other participants: Messrs. Charam,
Densmore, and Griffith)

Narcotic Addiction Treatment
and Rehabilitation Programs

On May 23 Dean Crowther, deputy
director, Manpower and Welfare Divi-
sion, appeared before Subcommittee
No. 4 of the House Judiciary Commit-
tee to discuss use by the criminal
justice system, particularly in New
York, of narcotic addiction treatment
programs as an alternative to impris-
onment for arrested addicts. (Other
participants: Messrs. Elmore, Gri-
maudo, Fenstermaker, Griffith, and
Ms. Harmon)

How Times Have Changed

In the Reorganization Act of 1945 it [the Congress] has asserted
that the General Accounting Office and the Comptroller General are
parts of the legislative branch of government (a most astounding

proposition!) * ¥ *,

William Anderson

“The National Government
of the United States,” 1946
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Veteran Professionals Retire

Among those retiring from GAO at
the end of June 1973 were:

John C. Fenton, assistant director,
Manpower and Welfare Division. Mr
Fenton joined GAO in 1946 as a mem-
ber of the staff of the former Corpora-
tion Audits Division. He also served
in the former Division of Audits, the

Accounting and Auditing Policy Staff,
and the Civil Division. During World
War I1, he served in the Navy Cost
Inspection Service. He is a graduate
of Washington University in St. Louis
and a CPA (Missouri), and he re-
ceived the GAQ Meritorious Service
Award in 1960. One of his notable

;i' 5:

Retirees meet for final GAO picture. From the lett: Gregory I. Ahart, director, Manpower
and Weljare Dirision. John C. Fenton, assistant director. Manpower and Welfare Division;
George H. Staples, acting deputy director, General Gorernment Division: A. T. Semuelson,
Assistant Comptroller General; Lloyd A. Nelson, associate director, Manpower and Welfare
Division: L. Kermit Gerhardt. associate director, General Government Division; and Victor

L. Lowe, director, General Gorernment Diwvision.
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GAO STAFF CHANGES

contributions as a member of the GAO
staff was his article on “The Corpora-
tion Audits Division—Its Legacy to
the Seventies,” published in the 50th
anniversary edition of The GAQO Re-
view (Summer 1971).

George H. Staples, acting deputy
director of the Generali Government
Division from its formation in April
1972. Mr. Staples came to GAQ in
1951 and served in the former Corpo-
ration Audits Division, the Division of
Audits, the Civil Accounting and Au-
diting the International
Operations Division, and the Civil Di-
vision, Prior to his Government serv-
ice, he was in public accounting
practice with the firm of Arthur An.
dersen & Co. He is a CPA (New
York) and a member of the American
Institute of CPAs and the American
Accounting Association. He received
the GAO Meritorious Service Award
in 1956, 1957, and 1960.

Division,

Lloyd A. Nelson, associate director,
Manpower and Welfare Division. See
page 98.

L. Kermit Gerhardt, associate direc-
tor, General Government Division. Mr.
Gerhardt came with GAO as a member
of the staff of the former Corporation
Audits Division in 1948 and later
served also in the former Division of
Audits and the Civil Division. Pre-
viously he was associated with a pub-
lic accounting firm in Boston and
during World War II he served with
the Cost Inspection Service of the De-
partment of the Navy, He is a CPA
{Massachusetts) and a member of the
National Association of Accountants,
the Federal Government Accountants
Association, and the Massachusetts So-
ciety of Certified Public Accountants.
He received the GAO Meritorious
Service Award in 1958 and 1959 and
the GAO Distinguished Service Award
in 1969,



GAQ STAFF CHANGES

F. Henry Barclay, Jr.

F. Henry Barclay, Jr., associate general counsel, has been designated to
succeed Edwin W. Cimokowski who retired from Government service on June
30, 1973. In his new capacity he will be responsible for the overall planning and
direction of the work of the Office of the General Counsel pertaining to the
transportation of supplies, equipment, and personnel by the Federal Govern-
ment.

Mr. Barclay has been with the General Accounting Office since 1943 and has
been on the legal staff of the Office of the General Counsel since 1945. As
associate general counsel, he was previously responsible for the personnel and
general government matters.

Mr. Barclay is a graduate of the University of Virginia and received his
LL.B. degree from the University of Maryland. He was admitted to the
Maryland State Bar in 1939 and is a member of the American Bar Association
and the Federal Bar Association.
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GAO STAFF CHANGES

Forrest R. Browne

Forrest R. Browne was designated director of the Federal Personnel and
Compensation Division, effective March 26, 1973. Mr. Browne had been the
acting director of this new division which was established in March 1972 as a
part of the 1972 reorganization of the General Accounting Office.

Mr. Browne joined GAO in 1953 in the Kansas City regional office. He was
appointed regional manager of that office in 1954 and in 1966 was appointed
deputy director of the Field Operations Division. On May 2, 1971, he was
designated associate director of the Manpower Group in the Defense Division.

Mr. Browne received a Bachelor of Science degree from New York University
in 1944, He is a CPA (Oklahoma and New Mexico) and a member of the
American Institute of CPAs and the Federal Government Accountants Associa-
tion. In 1962 he completed the Executive Development Program at Stanford
University Graduate School of Business.
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James M. Campbell

James M. Campbell was appointed associate general counsel, effective July 22,
1973. He succeeds F. Henry Barclay, Jr., as the official responsible for the
overall planning, administration, and direction of the work of the Office of the
General Counsel pertaining to civilian and military personnel of the Federal
Government.

Since joining the General Accounting Office in 1941, Mr. Campbell has had
extensive experience in the Office of the General Counsel where he served in
positions of attorney-advisor and legislative attorney, performing both journey-
man work and review work in those positions.

Effective March 2, 1970, Mr. Campbell was designated director of the Claims
Division, and, when that division was consolidated with the Transportation
Division as a part of the 1972 reorganization of GAQ, Mr. Campbell was
designated deputy director of the Transportation and Claims Division.

Mr. Campbell is a graduate of The George Washington University, receiving
a B.A. degree in 1937 and an LL.B. degree in 1939. He is a member of the
District of Columbia Bar and is admitted to practice before the District Court of
the United States for the District of Columbia, the United States Court of
Appeals for the District of Columbia, and the Supreme Court of the United
States.
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GAO STAFF CHANGES

Edwin W. Cimokowski

Edwin W. Cimokowski, associate general counsel responsible for legal matters
pertaining to transportation in the Office of the General Counsel, retired at the
end of June 1973 after more than 38 years of Government service.

Mr. Cimokowski began his Federal service in the Post Office Department,
Washington, D.C., in 1935. In July 1942 he entered the Army Air Corps and
was discharged in October 1945. His service in GAQ’s Office of the General
Counsel began in January 1946.
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GAO STAFF CHANGES

Robert H. Drakert

Robert H. Drakert was appointed by the Council of the North Atlantic Treaty
Organization to a second 3-year term, beginning August 1, 1973, as the U.S.
member of the five-member NATO International Board of Auditors. He joined
the Board in 1970 and was its chairman for the past 2 years. The Board is
chosen by the NATO Council from among the 15 member countries and is
responsible for auditing the financial operations of all NATO activities.

Mr. Drakert joined the New York regional office in 1951 after a varied career
in private industry, including public accounting and book publishing. He was
appointed regional manager of the New York office in 1954. From 1959 to 1961
he was assistant director of the European Branch, returning from that post to
New York to resume the duties of regional manager.

Mr. Drakert served in the U.S. Army from 1942 to 1945. He is a certified
public accountant in New York and a member of the American Institute of
CPAs and the Federal Government Accountants Association.
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GAO STAFF CHANGES

J. Kenneth Fasick

J. Kenneth Fasick was designated director of the International Division,
effective July 1, 1973.

Mr. Fasick joined the General Accounting Office in January 1954 after
serving 5 years in public accounting practice. From 1955 through 1957 Mr.
Fasick served in the European Branch. From 1958 to April 1972 he served in
various positions with the Defense Division. He was designated director of the
newly established Logistics and Communications Division on April 3, 1972.

Mr, Fasick is a certified public accountant in the District of Columbia. He
received the GAO Meritorious Service Award in 1960 and the GAO Distin-
guished Service Award in 1968.

Mr. Fasick graduated from the University of Maryland with a B.S. degree in
business administration and completed the Advanced Management Program of
the Graduate School of Business Administration, Harvard University, in 1961.
From 1942 to 1945 he served in the U.S. Army.
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GAO STAFF CHANGES

Carl P. Friend

Carl P. Friend, assistant general counsel for civilian personnel, retired in
June 30, 1973, after more than 41 years of service with the U.S. Government.

Mr. Friend attended The George Washington University and received an
LL.B. degree from the Washington College of Law (now merged with the law
school of The American University) in 1937. He has been a member of the
District of Columbia Bar since 1937. He also took postgraduate work in
accounting at The American University.

Mr. Friend entered the General Accounting Office as a clerk in 1934 and
worked as a claims examiner in the Claims Division from 1936 to 1946 when he
transferred to the Office of the General Counsel. He received the Meritorious
Service Award in 1954, 1961, 1963, and 1966. He served 2 years of active duty
in the U.S. Navy during World War II and is a retired lieutenant commander in

the U.S. Naval Reserve.
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Thomas J. Gallagher

Thomas J. Gallagher was designated assisiant general counsel effective July 1,
1973. In his new position Mr. Gallagher will be responsible for matters relating
to pay and allowances, retirement pay, travel, transportation, and other rights
and benefits of members of the Armed Services.

Mr. Gallagher has been with the General Accounting Office since 1936 and in
the Office of the General Counsel since 1948. He was appointed senior attorney
in the Office of the General Counsel on November 1, 1970. In his previous
position Mr. Gallagher was deputy assistant general counsel in the military
personnel section.

Mr. Gallagher received his LL.B. degree from Columbus University Law
School in 1941. He is a member of the District of Columbia Bar and the Federal
Bar Association.
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GAQ STAFF CHANGES

John P. Gibbons

John P. Gibbons was designated deputy director of the Transportation and
Claims Division, effective July 22, 1973. As deputy director for the Transporta-
tion and Claims Division, Mr. Gibbons is primarily responsible for all claims
adjudication work (except that relating to transporiation claims), debt collec-
tion, and agency review and assistance work.

Since joining the General Accounting Office in 1965, Mr. Gibbons has served
as an attorney-advisor in the Office of the General Counsel; deputy director of
the former Claims Division, now the Transportation and Claims Division; and
most recently as assistant director for payment and debt claims, Transportation
and Claims Division,

Mr. Gibbons attended St. Mary’s College and De Paul University and was
graduated from De Paul University Law School with an LL.B. degree in 1940.
He is a member of the Illinois and Virginia Bars. He served in the U.S. Navy
from 1942 to 1965.

93
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Werner Grosshans

Werner Grosshans has been designated as associate director in the Logistics
and Communications Division, effective July 22, 1973. In this position he will
be responsible for GAO reviews of Federal materiel management and readiness
of military forces.

Mr. Grosshans received a Bachelor of Arts degree in accounting from San
Jose State College in 1958 and a Master of Science degree in business
administration from The George Washington University in 1969.

Mr. Grosshans joined the General Accounting Office immediately upon
graduation from college and was assigned to the staff of the San Francisco
regional office. In July 1967 he was appointed an assistant regional manager,
and in 1969 he attended the Industrial College of the Armed Forces. In July
1970 he transferred to the Post Office Department as assistant regional chief
inspector-audit. In this position he was responsible for internal audits in the 13
States of the Postal Service Western Region. In October 1972 he returned to
GAO as the assistant director-in-charge, Materiel Management Group, Logistics
and Communications Division.

Mr. Grosshans is a certified public accountant (California) and a member of
the California Institute of CPAs and the Federal Government Accountants
Association. He received the GAQ Meritorious Service Award in 1962 for
outstanding performance.
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James T. Hall

James T. Hall was designated regional manager of the Los Angeles regional
office, effective August 5, 1973.

Mr. Hall has a Bachelor of Science degree in accounting from the University
of Southern California and he also attended the University of Idaho. In 1962 he
completed the Executive Development Program at Stanford University. He is a
CPA (California) and a member of the American Institute of CPAs, the
California Society of CPAs, and the Federal Government Accountanis Associa-
tion.

He first joined the General Accounting Office in 1952 and served in positions
of increasing responsibility in the San Francisco regional office and the Civil
Division until April 1968 when he was appointed director of survey and review
at the Department of the Interior. Mr. Hall returned to GAO in September 1972
and joined the stafl of the Federal Personnel and Compensation Division as an
associate director.
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Louis W. Hunter

Louis W. Hunter was designated director of the European Branch, Interna-
tional Division, effective July 1, 1973.

Mr. Hunter received a B.C.S. degree from the Golden Gate College of
Business in 1946 and later attended the University of San Francisco Law
School. In 1964 he completed the Advanced Management Program at the
Harvard University Graduate School of Business Administration.

He joined the GAO staff in 1952 after several years of public accounting
practice and served in the San Francisco regional office and the European
Branch as well as in the Civil Division in Washington. He was designated an
assistant director in the Civil Division in 1960 and in the International Division
in 1964 and an associate director in 1967. He became manager of the New
Delhi office, European Branch, in July 1970 and was assigned to the European
Branch Office in Frankfurt as an assistant director in August 1972.

Mr. Hunter is a CPA (California) and a member of the American Institute of
Ceriified Public Accountants, the National Association of Accountants, the
American Accounting Association, the Federal Government Accountants Asso-
ciation, and the California Society of Certified Public Accountants.
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James E. Masterson

James E. Masterson was designated assistant general counsel for civilian
personnel in the Office of the General Counsel, effective July 1, 1973. Mr.
Masterson attended Berea College and received a B.S. degree in 1952. He
received an LL.B. degree from The George Washington University in 1956 and
an M.A. degree in government from The American University in 1963.

Mr. Masterson joined the General Accounting Office in 1956. His previous
service has been as an attorney-advisor, senior attorney, and deputy assistant
general counsel. He attended the Judge Advocate General’s Procurement Law
Course in 1960 and the Executive Forum in 1972, and he is a member of the
District of Columbia Bar and the Federal Bar Association.
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Lloyd A. Nelson

Lloyd A. Nelson, associate director, Manpower and Welfare Division, retired
from Federal service at the end of June 1973.

Mr. Nelson served in the General Accounting Office from June 1948 through
June 1973, a period of 25 years. He also served as a professional accountant in
other Federal agencies for almost 15 years before joining GAO. Among these
agencies were the Departments of Agriculture and Navy, the War Assets
Administration, and the Foreign Economic Administration.

His service in GAO involved almost 8 years in the former Accounting Systems
Division—from 1948 to 1956, When the former Civil Accounting and Auditing
Division was formed in 1956, he became an associate director in that division.
His professional assignments in GAO related to areas, such as (1) accounting
systems review and evaluation of Federal civil agencies, (2) audits of HEW,
Labor, VA, CSC, RRB, Justice, and the D.C. Government, (3) directly assisting
the House Appropriations Committee in 1953 and 1954, and (4) work for about
a year with a select committee of the House on survivor benefits which
culminated in the enactment of Public Law 84-881 which made major revisions
in Federal survivor benefits programs.

Mr. Nelson is a CPA (Maryland) and a member of several professional
accounting associations. He has been active in the National Association of
Accountants and the Federal Government Accountants Association, serving on
the boards of directors of the Washington chapters, as editor of the chapter
publication, and as chairman of the Financial Management Roundtable.
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Joseph P. Normile

Joseph P. Normile was designated deputy director of the Office of Personnel
Management, effective in July 1973.

Mr. Normile served as director of the European Branch, International
Division, from September 1968 to June 1973. Previously he was deputy director
of the former Transportation Division, to which he was transferred in 1962. He
joined GAO in 1953 and had experience in civil and defense audits from that
date to 1962.

Mzr. Normile served in the U.S. Army Air Corps from 1942 through 1945. He
received a B.S. degree in industrial and labor relations from Cornell University
in 1948 and an M.S. degree in economics from Catholic University in 1951.
Prior to his GAO experience, Mr. Normile was associated with a public
accounting firm in Washington. He is a CPA (District of Columbia) and a
member of the American Institute of CPAs and the National Association of
Accountants.
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Louis Palmer

Louis Palmer, assistant general counsel, retired from the General Accounting
Office at the end of June 1973 aftcr nearly 38 years of Federal Government
service.

Mr. Falmer attended the Branch Agriculture College in Cedar City and later
the University of Utah in Salt Lake City, where he received Bachelor of Science
and Juris Doctor degrees. He also attended The George Washington University.
He is a member of the Utah State Bar and the District of Columbia Bar.

He was employed by the Utah State Road Commission for 2 years. He
commenced his career in Federal service with the Resettlement Administration,
Washington, D.C., in January 1936.

In September 1936 he joined the General Accounting Office and served in the
Claims Division in positions of increasing responsibility until 1945, when he
transferred to the Office of the General Counsel as an attorney. His work in the
General Counsel’s Office has been mainly in services. In 1967 he became deputy
assistant general counsel in the military personnel section, later serving as the

assistant general counsel in that section until his retirement. He received the
GAO Meritorious Service Award in 1961, 1963, and 1966.
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Fred J. Shafer

Fred J. Shafer was designated director of the Logistics and Communications
Division, effective July 1, 1973.

Mr. Shafer entered Government service in 1941 and served in the U.S. Army
during World War II. He has received degrees in accounting from Southeastern
University and in economics from The American University. He has completed
the executive programs of the Brookings Institution and the University of
Michigan Graduate School of Business Administration.

After joining the General Accounting Office in 1946, Mr. Shafer held
positions of increasing responsibility in the former Transportation Division. He
became deputy director of that division in September 1969 and on April 3,
1972, became deputy director of the Logistics and Communications Division
which was formed during the 1972 reorganization of GAO.
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Jerome H. Stolarow

Jerome H. Stolarow was designated deputy director of the major acquisitions
subdivision in the Procurement and Systems Acquisition Division, effective July
8, 1973. He had been manager of the Los Angeles regional office since
September 15, 1971. Previously he served in the Defense Division.

Prior to joining the General Accounting Office in 1958, he was associated with
public accounting firms and private industry. Mr. Stolarow served in the Army
from 1951 to 1953. He received a Bachelor of Business Administration degree
from the University of Oklahoma in 1951 and a Juris Doctor degree from The
Georgetown University Law School in 1955.

In 1964 Mr. Stolarow attended the Program for Management Development at
Harvard Business School. From 1969 to 1970 he attended the Tndustrial College
of the Armed Forces. He is a certified public accountant in Oklahoma and the
District of Columbia. He has also been admitted to the District of Columbia Bar,
He is a member of the American Institute of CPAs,

Mr. Stolarow received the GAQ Special Educational Award in 1970.
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Oye V. Stovall

Oye V. Stovall, director of the International Division, retired from the
General Accounting Office on June 30, 1973, after 29 years of Federal service.

Mr. Stovall joined GAO in 1946 as a member of the staff of the then newly
formed Corporation Audits Division. In December 1952 he was made an
assistant director of audits. In December 1959 he was designated director of the
Transportation Division and served in that capacity until May 1962 when he
was named deputy director of the Civil Accounting and Auditing Division. He
became director of the International Operations Division when it was estab-
lished in August 1963 and served in that capacity until his retirement.

He attended Sunflower Junior College in Mississippi and Mississippi State
College. He is a CPA (Louisiana and Mississippi) and practiced public
accounting in Louisiana and Mississippi prior to World War II and in Texas
after the war. He served in the Navy during World War II from 1942 to 1946
as a lieutenant commander in the Cost Inspection Service. He was comptroller of
the Mallinckrodt Chemical Works, Uranium Division, St. Louis, Missouri, from
April 1955 to October 1956.

Mr. Stovall is a member of the American Institute of CPAs, the District of
Columbia Institute of CPAs, the Federal Government Accountants Association,
and the National Association of Accountants. He attended the Advanced
Management Program, Harvard University, in 1962. He received the GAO
Distinguished Service Award in 1972.
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Gilbert F. Stromvall

Gilbert F. Stromvall was designated regional manager of the Chicago regional
office, effective August 20, 1973.

Mr. Stromvall served in the U.S. Army from 1946 to 1949. He graduated with
high honors from the University of Idaho in 1954 where he majored in
accounting. He studied international economics at the State Department’s
Foreign Service Institute in 1968.

Since joining the General Accounting Office in 1954, he has had a wide
variety of assignments and responsibilities in the Los Angeles regional office
and in the International Division.

Mzr. Stromvall received the Meritorious Service Award in 1967 and the Career
Development Award in 1970. He is a member of the Federal Government
Accountants Association, the American Economic Association, and the Royal
Economic Society.
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Myer R. Wolfson

Myer R. Wolfson, manager of the Chicago regional office, retired at the end of
June 1973 after service of over 39 years in the Federal Government, including
more than 38 years with the General Accounting Office.

Mr. Wolfson graduated from the University of South Carolina in 1934.

Mr. Wolfson was employed by the Federal Land Bank in January 1934 and
joined the General Accounting Office in June 1935 as a check assorter. He
progressed through the ranks and was appointed regional manager of the
Chicago office in August 1959. During his GAO career he worked in Washing-
ton, D.C.; Columbia, South Carolina; College Station, Texas; Jackson, Missis-
sippi; Honolulu, Hawaii; Milwaukee, Wisconsin; and Chicago, Illinois.

He is a past president of the Chicago chapter of the Federal Government

Accountants Association. He received the GAQO Distinguished Service Award in
1969.
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Other Staff Changes

New Assistant Directors

Federal Personnel and
Compensation Division

John 5. Emery
Anthony J. Gabriel
Harold E. Lewis

James E. Mahoney
Charles A. Schuler

Financial and

General Management Studies Division

Wallace M. Cohen

Brian L. Usilaner

General Government Division

Sebastian Correira, Jr.
Arthur R. Goldbeck
Arnold P. Jones

International Division
Joseph R. Ferri
Earl G. Woods

Procurement and
Systems Acquisition Division

Joseph C. Bohan
Raymond J. Poskaitis
John A. Rinko
Sidney Wolin

Resources and
Economic Development Division

Clarence P. Squellati
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New Deputy Assistant General
Counsels

Office of General Counsel

Charles P. Hovis
Edwin J. Monsma
Milton E. Wertz

New Senior Attorneys

Office of General Counsel

Martin J. Harty
Vincent A. LaBella
Geraldine M. Rubar
Albert G. Wellens

New Legislative Advisor

Office of Legislative Liaison

Samuel W. Bowlin

New Assistant Regional Managers

Chicago
William J. Schad

Denver

Albert L. Braddock

Philadelphia

Francis X. Fee



San Francisco

William W. Parsons

Seattle
Joseph W. Kegel

Retirements

Office of General Counsel

Herbert F. Lock, deputy assistant
general counsel
Wilbur R. Allen, deputy assistant

general counsel

GAO STAFF CHANGES

Manpower and Welfare Division

John C. Fenton, assistant director
Procurement and
Systems Acquisition Division

Selim S. Podnos, assistant director
Resources and
Economic Development Division

Arland N. Berry, assistant director

Field Operations Division

Kenneth W. Hitzeman, assistant re-
gional manager, Chicago
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PROFESSIONAL ACTIVITIES

Office of the Comptroller General

The Comptroller General, Elmer B.
Staats, addressed the following
groups:

The Conference Board Confer-
ence on Productivity, New York
City, on “Measuring and Enhancing
Federal Productivity—A Progress
Report,” May 23.

1972 National Capital Conference
of the Washington, D.C., Metropoli-
tan Area chapters of International
Personnel Management Association,
Washington, D.C., on the occasion
of his acceptance of the 1972 War-
ner W. Stockberger Award, May 25.

Annual Conference of Municipal Fi-
nance Officers Association, Kansas
City, Missouri, on “The GAO—How
Its Work Affects Local Govern-
ment,” June 4.

National Institute of Public Affairs
Conference, “Federal Action and
the People of Qur Cities,” Newark,
New Jersey, on the purposes of the
conference and the relationship of
GAO’s work, June 10,

Combined meeting of Community
Leadership Seminar Associates and
Community Leadership Seminar,
Philadelphia, on “Revenue Sharing
and Federal Accountability for
Grants to Local and State Govern-
ments,” June 12.
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Federal Government Accountants
Association 22d Annual Symposium,
Washington, D.C., on “Budgetary,
Fiscal, and Program Information
Needs of the Congress,” June 15.

Brookings Institution’s Conference
for Business Executives on Federal
Government Operations, Washing-
ton, D.C., on “The Role of the Gen-
eral Accounting Office,” June 18.

Machinery and Allied Products In-
stitute’s Seminar on New Trends in
Accounting and Financial Report-
ing, Washington, D.C., on “The
Cost Accounting Standards Board,”
June 20.

Brookings Institution’s Conference
for Faculty Fellows (Business and
Administration) on Federal Govern-
ment Operations, Washington, D.C.,
on “The General Accounting Office
and Government Operations,” June
26.

Institute of Internal Auditors’ 32d
International Conference, “Better
Service to Management,” Washing-
ton, D.C., on “The New Thrust of
Internal Auditing in Government,”
July 3.

American Bar Association Annual
Convention, Washington, D.C., on
“The New GAQO,” August 7.

Congressional ~ Summer  Interns
Forum: Budgetary Problems, Wash-



ington, D.C., on “GAOQ’s Contribu-
tion to the Legislative Branch,”
August 8.

The following are recently pub-
lished articles of the Comptroller Gen-
eral.

“The Public Service—90 Years
Later” (address at Commemoration
of 90th Anniversary of the Civil
Service Act, January 16, 1972) in
the Civil Service Journal, April-
June 1973.

“1972 Rockefeller Public Service
Awards” (portions of statement,
“Twenty Years of Rockefeller Pub-
lic Service Awards,” December 6,
1972) in the Civil Service Journadl,
April-June 1973.

“Congress’ Budget Problem: Setting
an Overall Total and Priorities
Within It” in The Money Manager,
June 18, 1973.

“Measuring and Enhancing Tederal
Productivity” (address before The
Conference Board Conference on
Productivity, May 23) in The Con-
ference Board Record, July 1973.

“Idealism or Cynicism” (Com-
mencement Address, University of
South Dakota, May 12) in Vital
Speeches of the Day, July 1, 1973.

E. H. Morse, Jr., Assistant Comp-
troller General, has an article entitled
“Auditing Government Operations” in
the July/August 1973 issue of The
Internal Auditor.

A. T. Samuelson, Assistant Comp-
troller General, was elected national
treasurer of the National Association
of Accountants, at the Dallas, Texas,
conference in June 1973.
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Thomas D. Morris, Assistant Comp-
troller General, addressed the follow-
ing groups:

Joint Symposium of the Government

Contracts Association of Michigan

and the Deiroit chapter of the Fed-

eral Bar Association, on “Cost

Growth in Major Systems,” Detroit,

Michigan, May 17.

Federal Executive Institute, on

“Seminar on Productivity,” Wash-

ington, D.C., May 30.

Civil Service Commission Executive

Seminar Center, on “Management

and Organization,” Oak Ridge, Ten-

nessee, June 26.

Joint Conference on Productivity of

the National Commission on Pro-

ductivity and the Johnson Founda-
tion, Wingspread Conference

Center, Racine, Wisconsin, July 16~

18.

Federal FExecutive Institute, on
“Management by Objectives and
Productivity,” Charlottesville, Vir-
ginia, July 24.

Mr. Morris was elected to the posi-
tion of President-Elect of the National
Capital Area chapter, the American
Society for Public Administration for
the 197574 term.

Office of the General Counsel

Paul G. Dembling, general counsel:

Participated in the National Insti-
tute on the Report of the Commis-
sion on Government Procurement
sponsored by the American Bar As-
sociation and the Federal Bar Asso-
ciation, Washington, D.C., May 31~

June 1.
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Spoke before the CODSIA Execu-
tive Committee on “Procurement
Problems Evidenced by Award Pro-
tests,” Washington, D.C., June 19.

Spoke to students attending the
Washington summer seminar of The
American University on “The
GAO,” Washington, D.C., July 12.
Participated in a “Bid Protest Doc-
umentary” at the Annual Meeting of
the American Bar Association,
Washington, D.C., August 6.

Paul Shnitzer, associate general
counsel, spoke before the Boston
Chapter of the National Contract Man-
agement Association on “Bid Mis.
takes,” Boston, June 14—15.

Richard R. Plerson, assistant gen-
eral counsel, participated in the Na-
tional Institute on the Report of the
Commission on Government Procure-
ment sponsored by the American Bar
Association and the Federal Bar Asso-
ciation, Washington, D.C., May 31-
June 1.

Thomas F. Williemson, senior attor-
ney:

Participated in the National Insti.
tute on the Report of the Commis-
sion on Governmen: Procurement
sponsored by the American Bar As-
sociation and the Federal Bar Asso-
ciation, Washington, D.C., May 31-
June 1.

Spoke at the annual meeting of the
American Bar Association on “Re
gional Small Claims Boards of Con-
tract Appeels,” Washington, D.C,,
August 7.

Antoinette B. Friedman, attorney-
adviser, spoke on “The GAQ” before a
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Legislative Operations Roundtable for
Executives conducted by the Civil
Service Commission at Washington
D.C., May 15.

Martin L. Glass, attorney-adviser,
participated in a Seminar on Govern-
ment Contracts sponsored by the Fed-
eral Bar Association and the Federal
Contracts Association of Michigan,
Detroit, May 16-18.

Office of Legislative Liaison

T. Vincent Griffith spoke at the
Civil Service Commission’s Institute
on the Legislative Function on “GAO
Assistance to Congress,” June 5.

Office of Personnel Management

Leo Herbert, director, spoke on
“What the Government Expects of an
Accounting Major” at the faculty sum-
mer seminar, June 4, Rosslyn, Vir-
ginia. This seminar was cosponsored
by the American Institute of CPAs
and the Virginia Society of CPAs.

Financial and General
Management Studies Division

Donald L. Scantlebury, director:

Conducted a seminar on standards
for audit of governmental organiza-
tions, programs, activities, and func-
tions, May 18, Blacksburg, Virginia.
The seminar was sponsored by the
Roanoke chapter, Virginia Society
of CPAs, the Virginia Polytechnic
Institute, and the University of Vir-
ginia.

Was moderator of a workshop on



“GAO Siandards for Audit of Gov-
ernmental Organizations, Programs,
Activities, and Functions™ presented
at the Federal Government Accoun-
tants Association 22d Annual Na-
tional Symposium, Washington,
D.C., June 13-15.

Spoke on GAO policies and prac-
tices in approving accounting sys-
tems at a Defense Department
financial management seminar held
at Airlie House, Airlie, Virginia,

June 28.

Fred D. Layton, deputy director,
spoke to participants of the Civil Serv-
ice Commission Executive Seminar,
Oak Ridge, Tennessee, on “Better Fed-
eral Management: The Role of the
General Accounting Office,” July 10.

Richard W. Maycock, deputy direc-
tor, was moderator of a workshop on
“Accrual Accounting” presented at the
Federal Government Accountants As-
sociation 22d Annual National Sym.
posium, Washington, D.C., June 13-
15.

Keith E. Marvin, associate director:

Led a workshop on evaluation of
Federal, State, and local programs
at the 32d International Conference
of the Institute of Internal Auditors,
Washington, D.C., July 4.

Cochaired, with Wallace M. Cohen,
assistant director, a working group
on cost conirol and benefit analysis
at the meeting of the Military
Operations Research Society, U.S.

Naval Academy, Annapolis, Mary-
land, June 19-21.

Wallace M. Cohen, assistant direc-
tor, was invited on June 1973 by the
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Executive Board of the Military
Operations Research Society to mem-
bership of the Symposia Plans and
Operations Committee. He will partici-
pate in that committee’s consideration
of standards and guidelines for anal-
ysis applicable to the membership of
the military operations research com-
munity.

Howard R. Davia, assistant direc-
tor, led a workshop sponsored by the
Association for Multidiscipline Educa-
tion in Health Sciences at the
University of Connecticut, Storrs,
Connecticut, June 14 and 15. The
workshop participants, representing
various university medical schools,
were interested in initiating a program
to develop a uniform cost accounting
system for medical education pro-
grams.

Mortimer A. Dittenhofer, assistant
director:

Talked on “Accountability” to the
National Contract Management As.
sociation, San Francisco, May 11.

Conducted a conference on Govern-
ment audit standards for Govern-
ment officials and CPAs, Los
Angeles, May 15 and 16.

Made a presentation on Government
audit standards io State auditors
from 11 States who were attending
a conference on State auditing, Bis-
marck, North Dakota, May 23-26.
Spoke to the Oregon State Society
of CPAs on Government audit

standards, Portland, Oregon, May
30.

Reported on the status of certain
GAO activities to improve intergov-
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ernmental auditing to the Committee
on Governmental Accounting, Au-
diting, and Financial Reporting at
the National Convention of the Mu-
nicipal Finance Officers Association,
Kansas City, June 5.

Presented a paper on the appiicabil-
ity of Government audit standards
to industry at a seminar on
“QOperational  Auditing  Applica-
tions” sponsored by the American
Management Association, New York
City, June 11.

Was a panel member of a workshop
on the GAOQ “Standards for Audit
of Governmentai Organizations,
Programs, Activities, and Func-
tions” at the Federal Government
Accountants Association 22d An-
nual National Symposium, Washing-
ton, D.C., June 13-15.

Made a presentation to two work-
shop groups on July 2, and again
on July 4, on the application of
Government audit standards to in-
ternal auditing at the International
Convention of the Institute of Inter-
nal Auditors, Washington, D.C.

Was a panel member at a seminar
entitled “Auditing to Improve De-
partments of Education,” Atlanta,
Georgia, July 16.
Spoke on Government audit stand-
ards at the annual convention of the
National Association of Counties,
Dallas, July 24.
Presented a paper on a suggested
postauditing act for States at the
National Legislative Conference,
Chicago, August 7-10.
Ernest H. Davenport, assistant di-
rector, spoke on Government audit
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standards to county auditors of Texas,
Austin, May 17.

Hermen Galvin, assistant director,
delivered a paper at a working group
session of the Military Operations Re-
search Society, Annapolis, Maryland,
June 20.

James L. Hedrick, assistant director,
participated as a member of a Na-
tional Advisory Committee on Pro-
gram Evaluation in the development of
evaluation principles and standards
for private rehabilitation hospitals for
the Commission on Accreditation of
Rehabiliiation Facilities. The Commit-
tee met in Chicago, June 14 and 15.

John Moundalexis, assistant direc-
tor, was a panel member of a work-
shop on  “Accrual  Accounting”
presented at the Federal Government
Accountants Association 22d Annual
National Symposium, Washington,
D.C., June 13-15.

Earl M. Wysong, Ir., and James P.
Oliver, assistant directors, participated
in a l-day seminar sponsored by the
Federal Government Accountants As-
sociation Washington chapter, Wash.
ington, D.C., July 25. Mr. Wysong, as
a seminar leader, spoke on GAQ’s ac-
counting system approval function
from the ADP viewpoint.

Rodney E. Espe, audit manager:

Conducted a 1-day workshop in San
Juan, Puerto Rico, on government
audit standards. The workshop was
held May 17 and was attended by
audit and finance officials from all
levels of government.

Presented a paper on “Government
Audit Standards and Report Con-
tent” at a conference on State audit-



ing, Bismarck, North Dakota, May
26.

Spoke at a conference of the Kansas
State Society of CPAs on “Govern-
ment Audit Standards and the
CPA,” Wichita, Kansas, June 15.

Addressed a national meeting of the
American Association of State
Highway Officials on government
audit standards, Atlanta, Georgia,
August 2.

Presented a paper to a workshop
group at the National Legislative
Conference, Chicago, August 7-10.
Mr. Espe discussed the current sta-
tus of two projects: Federal pay-
ments for audits by State auditors
and the evaluation of government
audit organizations.

James K. Kardokus,
management analyst, participated in a
panel discussion at the June 22 meet-
ing of the Information and Records
Administration Conference. Mr. Kar-
dokus spoke on “Congressional Inter-
est in Information and Reports
Management.”

supervisory

Fred J. Rauscher, supervisory sys-
tems accountant, was a panel member
of a workshop on “Accrual Account-
ing” presented at the Federal Govern-
ment Accountants Association 22d
Annual National Symposium, Wash-
ington, D.C., June 13-15.

The following FGMSD personnel
will hold offices in the Washington
chapter of FGAA during the 1974
chapter year.

® Fred Layton, deputy director, will
serve as editorial director.

® Joseph Donlon, supervisory sys-
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tems accountant, will serve as
program director.

e Bert Rosen, Assistant director,
will serve as publicity director.

¢ Bob Meyer, supervisory systems
accountant, will serve as chair-
man of the chapter Newsbulletin

Committee.

General Government Division

The following individuals have been
designated as Certified Internal Audi-
tors by the Institute of Internal Audi-
tors: 0. Gene Abston and Daniel
Stanton, assistant directors, and Sam-
uel A. Caldrone, Edward J. Kalinyak,
Norman A. Stubenhofer, Jack Wild,
John F. Kosinski, and Gerald Sian-
kosky, supervisory auditors,

O. Gene Abston, assistant director,
graduated from the U.S. Army’s Com-
mand and General Staff College, Fort
Leavenworth, Kansas, July 27.

Max A. Neuwirth, associate direc-
tor, participated in the 54th Annual
International Conference of the Na-
tional Association of Accountants,
Dallas, Texas, June 25-27.

Michael Gryszkowiec received his
M.B.A. degree from The American
University in May 1973.

International Division

Louis W. Hunter, director, Euro-
pean Branch, was elected president of
the Frankfurt chapter of the FGAA
for the year 1973-74.

Joseph De Giorgio, assistant direc-
tor, spoke about the evaluation of doc-
umentation—systems, programs, and
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computer software—at the EDP Audi-
tors Association Conference, Los An-
geles, July 7-8. During the next year,
he will serve as editor of The EDP
Auditor, the association’s quarterly
publication.

Logistics and Communications
Division

George L. Egan and Bernard W.
Sewell, assistant directors, participated
in the Sixth Annual Physical Distribu-
tion Executive Development Seminar,
Michigan State University, June 10—
15.

Clarence Q. Smith, assistant direc-
tor, was awarded an M.B.A. degree,
with a specialty in Management Infor-
mation Systems, from The American
University, Washington, D.C., in Au
gust. Mr. Smith was selected to appear
in the 1973 edition of “Personalities
of the South,” in recognition of past
achievements, outstanding ability, and
service to the community and State.

Richard A. Helmer, audit manager,
attended the 26th Conference of the
National Association of State Agencies
for Surplus Property, Hot Springs,
Arkansas, June 4-8. Mr. Helmer ad-
dressed the conference on GAO and its
interest in Federal personal property.

Hugh G. Pollon, supervisory man-
agement auditor, participated in the
Integrated Disposal Management Sys-
tem—Automated Property Accounting
Training Seminar, Jacksonville Naval
Air Station, Florida, June 4-8.

Manpower and Welfare Division

Gregory J. Ahart, director:
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Addressed a joint meeting of the

Northern Virginia chapters of

FGAA and AICPA, May 15 on

“The Responsibilities of the Profes-

sional Accountant—TFederal, State,

Local and Independent—When Au-

diting Federally Supported Public

Programs.”

Spoke at the Annual International

Conference, National Association of

Accountants on “Corporate Citizen-

ship,” Dallas, June 25.

Dean K. Crowther, deputy director,
addressed the Brookings Institution
Conference for Business Executives on
Federal Government Operations on
July 9. His topic was “Role of the
General Accounting Office.”

Procurement and
Systems Acquisition Division

Richard W. Guimann, director, par-
ticipated as a panelist at the 18th
National Conference of the Armed
Forces Management Association on
June 7. The panel discussed the rec-
ommendations of the Commission on
Government Procurement.

Harold H. Rubin, deputy director,
attended the seminar on “Socio-Politi-
cal Inputs to Technology Forecasting”
at the Maine Maritime Academy, Cas-
tine, Maine, June 18-22. The sympo-
sium was sponsored by the Industrial
Management Center, Inc.

Charles A. Kezar, operations re-
search analyst:

Has been appointed chairman of the

Technical Assistant Group of the

Washington Operations Research

Council. This group provides sys-



tems analysis services to the Fairfax
County, Virginia, Federation of Cit-
izens Associations and other area
nonprofit civic groups.

By invitation of the Military
Operaticso. Research Society, dis-
cussed the paper “Auditing Cost-
Effectiveness Analysis of Technical
Change” by N. K. Womer of the
Navy Post Graduate school, at the
MORS June meeting, Annapolis,
Maryland.

Resources and
Economic Development Division

Henry Eschwege, director, spoke io
the Ad Hoc Committee of the Trans-
portation Association of America at
the Washington Hilton, May 30. His
topic was “Need for Improved Inspec-
tion and Enforcement in Regulating
Transportation of Hazardous Materi-
als.”

Philip Charem, deputy director, at-
tended the National Association of Ac-
Mid-Atlantic  Regional
Conference and workshop, Richmond,
Virginia, April 26-28.

FEdward Densmore, assistant direc-
tor, represented the Comptroller Gen.
eral at a conference sponsored by the
Association of Metropolitan Sewerage
Agencies entitled “Discharges to the
Pacific Ocean,” July 12 and 13, San

Francisco.

countants

Thomas P. McCormick, supervisory
auditor, spoke in February 1973 to
the Business Forum Club at Saint Vin-
cent College, Latrobe, Pennsylvania,
on career development opportunities
in the General Accounting Office.
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Bernard L. Ungar, supervisory au-
ditor, attended the 5th Annual Confer-
ence of Radiation Conirol Program
Directors, Portland, Oregon, May
1973.

Transportation and Claims
Division

T. E. Sullivan, director, and Joseph
Goldman, assistant director, attended
the annual meeting of the National
Committee on International Trade
Washington, D.C.,
July 11. A complete summary of
NCITD programs, progress, and plans
for future action was presented fol-
lowed by discussions of problems to
be resolved in standardizing interna-
tional and domestic documents,

Documentation,

Field Operations Division

Stewart D. McElyea, deputy direc-
tor, Field Operations Division, spoke
at the Federal Government Accoun-
tants Association 22d Annual Sympo-
sium, Washington, D.C., on “Who
Should Do the Accounting for Social
Measurement? ”, June 14.

Robert W. Hanlon, regional man.
ager, Cincinnati:

Addressed the Wabash Valley chap-
ter of the National Association of
Accountants in Terre Haute, Indi-
ana, March 20, on “The Role of the
General Accounting Office.”

Was guest speaker at the Civil Serv-
ice Commission Executive Seminar
Center, Oak Ridge, Tennessee,
where he addressed a “Management
of Organizations” seminar on the
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role of GAO in the management of

government operations.

Walter C. Herrmann, Jr., assistant
regional manager, Cincinnati, ad-
dressed a “Management of
Organizations” seminar at the Civil
Service Commission Executive Semi-
nar Center, Oak Ridge, Tennessee,
April 19.

Nander Brown, Jr., ADP group su-
pervisor, Cincinnati, addressed the
Management Information System Con-
ference at Kent State University, April
7. His topic was “Shopping for Data
Processing Services: Problems and
Pitfalls To Be Avoided.” Mr. Brown
was also elecied president of the Cin-
cinnati chapter of the EDP Auditors
Association.

Daniel L. McCafferty, audit man-
ager, Cincinnati, and James B. Dow-
son, supervisory auditor, Indianapolis,
have been elected president, respec-
tively, of the Cincinnati and Indianap-
olis chapters of FGAA for fiscal year
1974.

Paul Cox, auditor, Cincinnati, ad-
dressed the Cincinnati chapter of the
EDP Auditors Association, April 25,
on “Auditing Online Realtime Com-
puter Systems.”

Irwin M. D’Addario, regional man.
ager, and Edgar L. Hessek, audit man-
ager, Denver, participated in an audit
standards workshop, Bismarck, North
Dakota, May 25. The workshop was
sponsored by the State auditors of
North Dakota and GAO and was part
of a professional development seminar
for State aunditors from 14 western
States, Mr. D’Addario led a group
discussion on the basic concepts of the
audit standards, illustrating GAO
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economy and efficiency reviews. Mr.
Hessek presented a case study of pro-
gram results on social services.

Fred L. Hayes, supervisory auditor,
Denver, was guest speaker at the col-
lege accounting luncheon at the Com-
munity College of Denver, May 24.
His topic was “What Accountants Do
in the Federal Government.”

Michael J. Higgins, David [. Ret-
tiger, and Charles 4. Heese, audit
managers, Kansas City, were elected
president, secretary, and meetings
chairman, respectively, of the Kansas
City chapter of FGAA for fiscal year
1974.

On June 14, Danny L. Statler, audit
manager, Kansas City, addressed De-
partment of Agriculture veterinarians
on selected aspects of program evalua-
tion at a meeting in Atlanta, Georgia,
concerning the Southeastern Region
Meat and Pouliry Inspection Program.

Victor Eill, Jimmy L. Bowden, and
Dennis G. Schilcher, supervisory audi-
tors, Los Angeles, were elected presi-
dent, and  secretary,
respectively, of the Los Angeles chap-
ter of FGAA for fiscal year 1974.

Mr. E taped a presentation regard-
ing work of the General Accounting
Office which was shown on KCOP,
Channel 13, August 8.

George E. Grant, Anthony W. Elea-
mos, and Nicholas W. Horsky, super-
visory auditors, Los Angeles, were
awarded the Certified Internal Auditor
certificate of the Institute of Internal
Auditors, July 1973.

Walter H. Henson, regional man-
ager, Norfolk, addressed the Society
for Advancement of Managemeni at
East Carolina University, May 2. The

treasurer,



subject of the address was “The Ex-
panding Role of the Independent Man-
agement Auditor.”

On May 15, Milton H. Harvey, as-
sistant regional manager, Philadel-
phia, participated in a symposium
sponsored jointly by the Harrisburg
chapter of the Federal Government
Accountants Association and the East
Central Pennsylvania chapter of the
National Contract Management Asso-
ciation. Mr. Harvey served as modera-
tor for a panel
“Management Performance.”

Jack R. Stuart, supervisory auditor,
Philadelphia, and Mr. Harvey were
elected president and director, respec-
tively, of the Philadelphia chapter of
FGAA for fiscal year 1974.

Robert A. Higgins, supervisory au-
ditor, Seattle, was appointed for pro-
gram year 1973-74 to the Executive
Board of Directors of the Oregon
chapter, American Society for Public
Administration,

L. Neil Rutherford, supervisory
auditor, Seatile, addressed the annual
municipal accounting conference spon-
sored by the Oregon Society of Certi-
fied Public Accountants, Portland,
Oregon, May 30. His topic was “Au-
diting Standards and the New Federal-

discussion on
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ism.” Mr. Rutherford was also
appointed to the Legislative Committee
of the Washington Society of Certified
Public Accountants for the program
year 1973-74.

Douglas E. Cameron, supervisory
auditor, Seattle, was appointed for
program year 1973-74 to the Govern-
mental Accounting and Auditing Com-
mittee of the Oregon Society of
Certified Public Accountants.

Robert  McLoughlin, supervisory
auditor, Washington, was elected to
the Executive Committee, Northern
Virginia chapter of FGAA.

Valdis Karklis, supervisory auditor,
Washington, was named to the FGAA
National Election Procedures Commit-
tee.

Walter P. Flanagan, Jr., supervisory
auditor, Washington:

Was elected Vice President for Public
Relations of the Washington chapter
of the Society for the Advancement
of Management.

Addressed the Math Department stu-
dents of the William H. Farqubar
Middle School in Olney, Maryland,
on recent developments in the Gov-
ernment concerning proposals to
convert the United States to the
meiric system.
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Successful Candidates—
November 1972 CPA Examination

REecionAL OFFICE

Name Regional Office State
Ronald R. Bernhard Dallas Louisiana
Eugene H. Cantor Washington Maryland
John M. Dimino Washington Virginia
Joseph P. Dion, Jr. Los Angeles California
Natalie R. Hurlbrink Philadelphia Pennsylvania
Manfred Kehr San Francisco California
Joseph L. Wyszynski Philadelphia Pennsylvania
David N, Zugsberger Detroit Ohio

WASHINGTON

Name Division State
James F. Donaghy Manpower and Welfare Maryland
Carl J. Fritzinger Financial and General Management Studies D.C.

Paul Math Logistics and Communications D.C.
Melanchthon Mench ! Manpower and Welfare Virginia
William F. Miller Resources and Economic Development D.C.
Carl T. Trisler General Government D.C.

! Pagsed May 1972 CPA Examination.
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The following new professional staff members reported for work during the
period May 16, 1973, through August 15, 1973.

Financial and General
Management Studies
Division

Federal Personnel and
Compensation Division

Office of the
General Counsel

International Division—
Washington

Logistics and
Communications Division

Office of
Federal Elections

DeManche, Earl R.

Kennedy, William C.
Sullivan, Ariel Y.
Usilaner, Brian L.

Kleeman, Rosslyn S.

Mahoney, James E.
Trahan, Jane D.

Appleby, Comnwell G.
Centola, Robert J.
Cherkis, Bruce H.

Crystal, Robert G.
Finley, Ann H.
Gellman, Robert M.
Goff, Jacquelyn A.

Milford, Mary M.
Murphy, Robert P.
Springer, Richard B.
Carrington, Cynthia F.
Brown, Julius S.

Cuilik, Clement W.

Brock, Jack L.

Central Piedmont Action
Council, Inc.

Environmental Protection Agency

Howard University

General Services Administration

Department of Health, Education,
and Welfare

Executive Office of the President

Department of Justice

American University Law School

Harvard Law School

University of Baltimore School
of Law

Peat, Marwick, Mitchell & Co.

Office of Economic Opportunity

Yale Law School

University of Illinois College
‘of Law

Attorney, self-employed

Columbia School of Law

Attorney, seli-employed

Office of Economic Opportunity

U.S. Army
U.S. Air Force

University of Texas
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NEW STAFF MEMBERS

Manpower and Welfare
Division

Procurement and Systems
Acquisition Division
Resources and Economic

Development Division

Transportation and
Claims Division

Washington Headquarters
Divisions Career Group
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Grant, Murray
Stuart, Brett R.

Adams, Jacob A.
Balderson, Robert D.
Welker, Robert A.

Southworth, Robert M.
Vialet, John L.

Hopp, Thomas W.

Abraham, Christopher R.

Bensky, Jonathan M.
Bottitta, Louis W.
Bresky, Robert J., Jr.
Brooks, Beverly J.
Brown, Keith E.
Calderone, Ronald J.
Chesser, Joseph C., I
Curtis, Adrian A.
Dodaro, Gene L.
Donner, Arthur
Dunlap, Betsy C.
Eid, Michael L.
Fenzel, William F.
Garza, Geronimo
Goss, Galen L.
Green, Kenneth
Greenfield, Walter
Hamer, Avolon J.
Harrell, Larry D.
Henbra, Richard L.
Hultgren, Roger T.
Lewis, James E.
Lynam, Leslie D.
Malloy, Joseph A.
Mitchell, Maudie L.
Molnar, Barry L.
Morrison, Francis E.
Myers, Joseph H.
Nicotera, James R.
Patras, Louis R.

Price, William H., Jr.
Rachiele, Arlene A.
Robertson, Robert E.
Rodic, Virginia M.
Siegfried, Alan N.
Swartz, Linda A.

Toure Infirmary
Veterans Administration

Department of the Air Force
Syracuse University
Small Business Administration

Department of the Navy
The Mitre Corp.

Interstate Commerce Commission

Carnegie-Mellon University

University of Hawaii

Kings College

University of Pennsylvania

Knoxville College

Lincoln University

Kings College

University of Baltimore

Department of Labor

Lycoming College

Carnegie-Mellon University

University of South Carolina

University of Kentucky

University of South Carolina

U.S. Postal Service

Shippensburg State College

New York University

University of Pennsylvania

Boston University

West Virginia University

West Liberty State College

University of Connecticut

Akron University

University of Delaware

Kings College

Fayetteville State University

Lehigh University
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The reviews of books, articles, and other documents in

this section represent the views and opinions of the individual
reviewers, and their publication should not be construed

us an endorsement by GAO of either the reviewers” comments
or the books, articles, and other documents reviewed.

The Practice of
Modern Internal Auditing
Appraising Operations for Management

By Lawrence B. Sawyer; The Institute
of Internal Auditors, Inc., 1973;
531 pp.; $10.

Mr. Sawyer is supervising auditor
for Lockheed Aircraft Corporation.
Before that he was an audit manager
in GAO’s Los Angeles regional office.

Mr. Sawyer says this is a “how to
do it” book; one that can be used by
the student, the novice, the experi-
enced practitioner, and those in man-
agement the  auditing
organization serves. The book offers
practical guides on the primary as-
pects of modern internal auditing and
on the internal auditing organization
which seeks to practice it.

The concept of modern internal au-
diting as presented in this book is

whom
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certainly broad based. This is evident
throughout the book, but it is particu-
larly stressed and illustrated in his
discussion and emphasis on control.
Note Mr. Sawyer’s statement in chap-
ter 5 that
Of all the keys on the auditor’s ring, his
knowledge of control is the most useful,
the most reliable, and the most universal.
It is his master key, the “Open Sesame”
that unlocks any door in the company.
Mr. Sawyer establishes early in
chapter 1 that the successful internal
audit function must have the proper
degree of independence in the organi-
zation. This has a familiar ring be-
cause over the years GAO has devoted
considerable attention to the adequacy
of independence of internal auditing
organizations in the Federal Govern-
ment. Mr. Sawyer sums up independ-
ence very succinctly:

The auditor’s goal, therefore, is to achieve
the greatest amount of practicable inde-



pendence in the real world situation in
which he finds himself—independence which
will protect him from having to compromise
his audit objectives.

A key point in the book is the need
to sell modern internal auditing to
management. Mr. Sawyer says a major
objective of the auditing organization
is to be accepted as a full member in
the councils of executive management.
To do this the auditor must mount a
continuing campaign to sell his prod-
uct to executive management; and the
product he sells must be of the quality
that wiil capture and keep manage-
ment’s interest. This is important for
GAO staffs to consider in reviewing
agencies’ internal audit functions. The
effectiveness of an internal audit func-
tion will be seriously hampered if
agency management up and down the
line does not accept the function as
being important and necessary and
therefore does not support it in terms
of providing adequate resources to do
the job, granting access to all parts of
the agency, and taking corrective ac-
tion on audit recommendations.

Another matter of interest to GAO
staff members concerns the subject of
standards which is covered in chapter
9 on fieldwork. Mr. Sawyer states that,
to make a meaningful examination, the
auditor looks for a unit of measure-
ment and then for a standard. By
comparing his findings of fact with
the standard, the auditor can arrive at
an objective conclusion. Mr. Sawyer
observes that as the auditor wades
deeper and deeper into the stream of
operations and begins evaluating man-
agement functions for which standards
have not been established, he may find

READ'NGS OF INTEREST

himself faced with the need to estab-
lish his own. Mr. Sawyer cautions that
this may not be easy; that the stand-
ards should match the objectives of
the operation reviewed; and that, if
the subject is technical, the standards
should be validated by one who is
technically qualified. He adds that the
auditor should not fail to evaluate the
standards themselves and the fact that
they have been established and ap-
proved does not necessarily make them
sacrosanct. These are key points audi-
tors should be constantly aware of in
their work.

The book presents an overview of
various techniques and methods used
by the modern internal auditor. Some
of these are: preliminary survey, com-
puter-assisted audits, operations re-
search techniques, sampling, and the
like. These, of course, are not new to
experienced GAO auditors; however, 1
believe they do serve as a good re-
fresher. For example, the chapter on
sampling contains a useful summary to
help the auditor decide which selection
technique and sampling plan to use
under various circumstances,

Chapter 11 contains some good ma-
terial on reporting. In particular, it
includes some useful information on
oral reports, including for example us-
ing visual aids, preparing for the pres-
entation, organizing the material,
analyzing the audience, and preparing
for questions and answers. Also Mr.
Sawyer’s position is that oral reports
should not replace written reports.
This, of course,

GAO policies.
Chapter 11 also provides a brief

is consistent with
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discussion of informal reports and
states that every auditing department
has a need for an informal reporting
system to complemeni its formal sys-
tem. During the audit engagement, the
auditor may find matters (1) requir-
ing management’s prompt attention to
supplement oral reports on an ongoing
project, (2) having no relation to on-
going projects but warranting a report
to management, or (3) requiring post-
ponement or abandonment of a proj-
ect. The book states these and other
matters can be made the subject of
interim written reports.

The book presents numerous exam-
ples to illustrate the application of
audit principles and techniques. These
are used quite effectively; but, as a
mild criticism, I would add that the
examples, for the most part, are drawn
from a manufacturing operation. The
appeal of the book would probably
have been even more universal had
Mr. Sawyer worked in examples from
other sectors, such as banking, govern.
ment, real estate, and retailing.

Another possible shortcoming of the
book is that little mention is made of
the interdisciplinary approach to per-
forming an audit. Mr. Sawyer does
briefly mention on page 307, in con-
nection with performing special stud-
jes for management, that technical
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assistance should be solicited either on
an as-needed basis or for the duration
of the assignment. I think it would
have been helpful to explore this in
greater depth since, as we have seer in
GAO, the interdisciplinary approach
to performing certain reviews can pro-
vide excellent results.

Mr. Sawyer deals with several as-
pects of administering an audit depart-
establishing the
organizational structure; selecting and

ment, such as
developing staff; preparing long-range
programs; starting, planning, and con-
trolling the audit project; and provid-
ing management with summary reports
on audit activities and accomplish-
These chapters
could be used as a guide in appraising
the management of agency internal au-
dit activities.

ments. informative

As to style and format, the well-
presented material has meaningful side
captions, a logical presentation, a
readable writing style, and a compre-
hensive table of contents and index.

Overall, Mr. Sawyer has developed
a meaningful book which should be
interesting and useful to auditors in
general.

John F. Simonette
Assistant Director

Office of Policy



Annual Awards for Articles Published in The GAC Review

Cash awards are available each year for the best articles written by GAO
staff members and published originally in The GAO Review. Each award is
known as the Award for the Best Article Published in The GAO Review and is
presented during the GAO awards program held annually in June in Wash-
ington.

One award of $250 is available to contributing staff members 35 years of age
or under at the date of publication. Another award of $250 is available to staff
members over 35 years of age at that date. For articles wrilten by more than
one author, the age of the oldest will determine the age category for judging
purposes.

Staff members through grade GS-15 at the time of publication are eligible
for these awards.

The awards are based on recommendations of a panel of judges designated
by the Comptroller General. The judges will evaluate articles {rom the stand-
point of the excellence of their overall contribution to the knowledge and pro-
fessional development of the GAO staff, with particular concern for:

Originality of concepts.

Quality and effectiveness of written expression, including use of graphic arts

where appropriate.

Evidence of individual research performed.

Relevancy to GAO operations and performance.

Statement of Editorial Policies

1. This publication is prepared for use by the professional staff members of the
General Accounting Office.

2. Except where otherwise indicated, the articles and other submissions gen-
erally express the views of the authors, and they do not necessariiy reflect an
official position of the General Accounting Office.

3. Articles, technical memorandums, and other information may be submitted
for publication by any professional staff members. Submissions may be made
directly to liaison staff members who are responsible for representing their
offices in obtaining and screening contributions to this publication.

4. Articles submitted for publication should be typed (double-spaced) and
range in length between 5 and 14 pages. The subject matter of articles
appropriate for publication is not restricted but should be determined on the
basis of presumed interest to GAO professional staff members. Articles may
be submitted on subjects that are highly technical in nature or on subjects of
a more general nature.
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