K57 - 72755
. T2/ (77

SUMMER 1972



)
rrrrl"[' i
rrrrl'f'r"['rrr : %(

o e
2 t ceert :
,.,nnumt

The United States General Accounting Office, established in 1921, is an independent, non-
political, nonpartisan audit organization in the legislative branch of the 'ederal Government.
Directed by the Comptroller Generel of the United States, it is responsible solely to the
Congress and serves « key role in the Federal system of checks and balances. One of its
major functions is to review the performance of management and recommend improvements
in the operation o} the various departments and agencies of the executive branch.
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THOMAS D. MORRIS
ASSISTANT COMPTROLLER GENERAL

A Dilemma for Federalism

The following remarks were made at o luncheon on
March 30, 1972, in Washington, D.C., honoring the
13 Federal Fellows (five from GAQ) and their

wives on completion of their 12-week program of
assignments to State and local governments.

This program, known as the Intergovernmental Affairs
Fellowship Program, was begun in 1969 at the urging

of the Comptroller General to enable Federal employees to
become better acquainted with State and local governmental

operations and problems.

Since you have just completed an
educational and work experience in
eight States, three cities, and two coun-
ties, I wani to share with you my
thoughts about what I see as a major
dilemma for federalism in this decade.
Untangling this Gordian knot promises
to be extraordinarily difficult since
forces with which you are now inti-
mately familiar continue to pull their
strands in opposing directions, making
the knot tighter still. Given our politi-
cal system, there is no one who can cut
the knot as Alexander the Great did.
We cannot devise and use instantly a
drastic way out of our current di-
lemma, a dilemma made more difficult
because it is also a paradox.

On the one hand we find State and
local governments seeking to ease their
tremendous financial burdens through
the Administration’s proposal for gen-
eral revenue sharing. On the other
hand, we see most Federal program ad-
ministrators and many Members of the

Congress demanding better evaluation
and greater accountability in existing
grant-in-aid programs.

The modern history of grani-in-aid
programs in this country began in the
1930’s. Since that time, the grant of
national funds to State and local gov-
ernments for a specific purpose, with
provision for some degree of national
administrative supervision, has become
perhaps the most prominent feature of
the complex relationships between the
levels of government in the American
Federal system.

Because these grants proliferated at
a tremendously rapid rate, we now
find ourselves in an era of “func-
tional” government which seems to
have peaked in the mid-1960’s. There
are now between 400 and 500 continu-
ing categorical grant programs, de-
pending on the definition used. At-
tempts even to catalog and provide
brief descriptions of the programs re-
sult in massive documents, as those of



DILEMMA FOR FEDERALISM

us in the General Accounting Office
are excruciatingly aware. The fiscal
reasons for the growth of grant pro-
grams are perhaps obvious to all of
you. Gross National Product is ap-
proximately four times higher today
than it was 25 years ago, Federal
spending is about five times greater,
and Federal grants to States and local-
ities are approximately 30 times
greater today than they were a quarter
century ago.

Partly as a result of this fantastic
growth and its many ramifications,
good as well as not-so-good, we find
ourselves today entering a new period,
a period in which greater and im-
proved program evaluation is needed
and public retrospection demands that
it be done.

The emphasis no longer is on build-
ing an impressive record of program
initiatives or on projecting the cost-
effectiveness of prospective Federal
policies. Now the emphasis is on look-
ing to the past to measure what has
been accomplished by means of the
programs already undertaken.

The forces which have helped to
usher in this period are not unknown
to you. Several weeks ago the Presi-
dent sent to the Congress a budget
calling for expenditure in 1973 of
more than $220 billion. Twelve years
ago the budget was $98 billion.

The 1973 budget includes a deficit
forecast of $25 billion. The President
requested the Congress this year to
raise the national debt ceiling by $50
billion to a high of $480 billion.

Couple these figures to the state of
the national economy. Add on an ero-
sion of public confidence in the
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efficacy of many public programs, and
you come up with a corresponding de-
cline in the willingness of policymak-
ers in the executive and legislative
branches to launch new and innovative
programs.

This irend began, of course, before
the Nixon administration took office.
In 1967 and 1968 the Congress
amended some of the basic Great So-
ciety legislation to provide for pro-
gram evaluation. And Congress has in.
creasingly called on the General
Accounting Office to evaluate the
efficiency and effectiveness of Federal
agencies and their programs. In fiscal
year 1971, for example, GAO in re-
sponse to congressional requests and
as a result of self-initiated work issued
a total of 975 formal audit reports.
These related to almost every aspect of
Federal Government operations from
the health and safety of citizens, to
problems in procurement, to manpower
training, national defense, interna-
tional activities, and general govern-
ment.

The responsibility of the auditor in
GAO, and elsewhere, embraces three
aspects of accountability.

—Fiscal accountability, which in-
cludes fiscal integrity, disclosure,
and compliance with applicable
laws and regulations;

—Managerial accountability, con-
cerned with the efficient and eco-
nomical use of personnel and
other resources; and, very impoz-
tantly,

—Program accountability, designed
to assess whether the programs

are achieving their intended



objectives and that the best pro-
gram options have been selected
to achieve these objectives from
the standpoint of total cost and
outputs.

What does program
involve? According to the Urban Insti-
tute it

evaluation

® % % j5 research, the application of the
scientific method to experience with public
programs to learn what happens as a result of
program activities. Evaluation includes the
definition of program objectives, the assess-
ment of what difference public programs
actually make, and the projection of what
reasonably could be expected if the pro-
grams were continued or expanded. The pur-
pose of evaluation is to provide objective
information to program managers and policy
makers on the costs and effects of national
programs and local projects, thereby as-
sisting in effective management and efficient
allocation of limited rescurces.
To use an example, program evalua-
tion should tell administrators whether
a program like the Neighborhood
Youth Corps has met its objective of
keeping potential dropouts in school.
It should also provide them with a
basis for predicting what the results of
continuing or extending the program
are likely to be.

In 1969, Robert Finch, then Secre-
tary of HEW, told a House committee
why evaluation is needed.

Evaluation is a necessary foundation for
effective implementation and judicious mod-
ification of our existing programs. At this
point, evaluation is probably more important
than the addition of new laws to an already
extensive list of * * * statutes * * *
Evaluation will provide the information we
require to strengthen weak programs, fully
support effective programs, and develop
those which simply are not fulfilling the
objectives intended by Congress when the
programs were originally enacted.

DILEMMA FOR FEDERALISM

There are additional reasons why
evaluation is important.

—The past decade has made the Na-
tion aware of the need to establish
priorities among domestic prob-
lems and to plan their solutions
carefully.

—To meet most of our major needs
in such areas as education, hous-
ing, and health will require mas-
sive commiiments of money and
manpower over long periods of
time.

—The increased competition for lim-
ited resources makes it imperative
to examine critically the social
and economic benefits associated
with what we are doing and what
we plan to do.

—The consequences of any particu-
lar Federal program subtly and
indirectly affect much more of so-
ciety than the intended recipients.
Consequently, the impact of Fed-
eral programs is being seriously
questioned by the larger society.
The whole thrust of the movement
to protect and reclaim our natural
environment is but one dramatic
example.

Any meaningful evaluation process,
then, must address two primary ques-
tions. First, what are the provisions
for management accountability, i.e., ef-
ficiency in utilizing resources? And
second, what are the provisions for
program accountability, i.e., effective-
ness in accomplishing objectives?

So much for evaluation and account-
ability, one loop of {federalism’s
Gordian knot. What about the other,

3
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the administration’s general revenue
sharing proposal?

The President’s proposal would give
Federal revenues to governors and
mayors and their legislative bodies
with no restrictions on how these
funds may be used and no accountabil-
ity to the Federal Government on how
they are spent. The proposal assumes
that accountability will be exercised at
the polls when the people vote for their
State and local officials.

Many of us feel that this procedure
will relax the discipline on taxing au-
thorities to account for the way tax
revenues are spent. Moreover, if Fed-
eral audits are used to bring some
semblance of accountability into the
system, the problem would still be far
from solved. First, the concept of gen-
eral revenue sharing is that Federal
payments would be commingled with
State funds and subsequently with
local funds. This would mean that Fed-
eral audits would have to include the
total of Federal, State and local funds,
truly a gargantuan task. Second, such
action would represent a Federal intru-
sion into State and local affairs, which
would be objectionable to many at the
Federal, State, and local levels.

Last summer a small group of emi-
nent scholars and government adminis-
trators representing the Federal, State,
and local levels met for 3 days in Hart-
ford, Conn., to ponder “Problems and
Response in the Federalism Crisis.”

At the conclusion of their intensive
discussion and debate most of the par-
ticipants could be counted in one of
two groups: those who approved gen-
eral sharing but favored
major changes in the administration

revenue
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bill or those who would abandon gen-
eral revenue sharing altogether and
seek to provide additional Federal as-
sistance to States and local govern-
ments through other means.

The Hartford Seminar generally
agreed that the current plan does not
deal adequately with “fiscal mis-
match,” the contention that States and
local governments face far greater dif-
ficulty than does the Federal Govern-
ment in raising revenues to meet the
demands placed upon them. To some
degree a mismatch does exist and so
the seminar was unanimous that some
kind of Federal action was demanded.
But insofar as local fiscal problems
arise because inappropriate functions
—welfare and education—are made
the financial responsibility of local
government, the solution may not be to
pass funds down to the localities to
help them support those functions, but
rather to reallocate upward the basic
financial responsibility. The seminar
was unanimous that the Federal Gov-
ernment should assume administrative
responsibility for the public assistance
program that is now administered by
the States.

To many of those in the Hartford
seminar the failure to seize upon the
opportunity to bring about State tax
reform was a major weakness in the
revenue sharing program. The intro-
duction of a broad new form of finan-
cial assistance into the intergovern-
mental system presents a chance to in-
fluence State and local tax structures
that may never appear again.

Tax reform is only one aspect of
governmental reform at the State and
local levels. Other areas needing re-



form which were cited include the vi-
tality of the States, their structure, and
their role; and the adequacy of our
whole structure of units of local gov-
ernment to cope with the increasing
problems of a complex urban way of
life. The Hartford participants felt that
as a condition of its grants, the Fed-
eral Government is dutybound to make
certain that the recipient administra-
tive organizations attain at least a min-
imum level of competence. Yet general
revenue sharing ignores that necessity
and, in the view of many, would
actually reinforce institutional weak-
nesses.

The seminar agreed with the criti-
cisms of categorical granis which are
familiar to all of us. There are too
many categories. They are too narrow.
They are too rigid. Many have lost
their relevance. The conditions im-
posed by administrators are {requently
too detailed and too arbitrary. They
result in red tape, misunderstanding,
delay, tension, and conflict between
administrators at different governmen-
tal levels. They enhance the authority
of program specialists at the expense
of governors and mayors, and lend
themselves to influence and control by
special interest groups.

Yet with all the acknowledged defi-
ciencies of the existing categorical sys-
tem, it has succeeded in concentrating
the national energies on certain prior-
ity problems—the plight of the poor
and the black, the needs of the cities,
environmental pollution, and so on.
Moreover, many of its deficiencies can
be overcome. We in the General
Accounting Office strongly feel in both

DILEMMA FOR FEDERALISM

word and deed that if the categorical
grant system is to be improved this can
only come about through greater inter-
governmental cooperation. GAQO’s com-
mitment to this purpose is reflected in
its support of the Intergovernmental
Affairs Fellowship Program (IGAFP).

A small agency by Federal stand-
ards, our total staff numbers less than
5,000, some 3,000 of whom are profes-
sionals. Yet in each year of the
IGAFP’s short life, we have sent five
of our best staff members to partici-
pate in the program because we believe
in it. If I'm not mistaken, of all the
executive branch agencies, only HUD
has matched GAO’s level of participa-
tion.

As you concluded your assignments
with State and local governments, I'm
sure you parted with a deeper aware-
ness and a more sophisticated under-
standing of federalism. Through your
experiences you know more fully that
the separation of governmental func-
tions between the Nation, the States,
and the localities is no longer a funda-
mental key of the Federal system. With
relatively few exceptions, any signifi-
cant function of government is now
likely to involve some input by all
three major levels of government.

The division of labor and activities
between and among the various units
is in a constant state of flux and
change. In many functional areas the
interaction relationships are so com-
plex that only specialists enmeshed in
that area have a real grasp of the allo-
cation of responsibility and decision-
making power. Some changes in these
divisions of responsibility are always

5
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being made, and large and important cially in times of strain and tension.
changes are frequently debated, espe- We are now in such a time.

Epitor’s NoTE:
The five GAO participants in the current program were:

Name GAO Division Assignment

Robert E. Allen Resources and Economic West Virginia
Development Division

Arthur D. Gross Cincinnati Regional Office Jackson, Miss.

Roy J. Kirk Resources and Economic Richmond, Va.
Development Division

Stanley J. Stancukas Chicago Regional Office Fulton County, Ga.

Stephen J. Varholy General Government Pennsylvania
Division

National Performance

* * * there is no nation on this earth that has done as well in as

short a time for as many people in as many ways as has this democracy
of the United States of America.

Jokn B. Connally

Secretary of the Treasury

Speaking before the American Society of
Newspaper Editors,
Washington, D.C., April 19, 1972
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Productivity Measurement—
The Work Sampling Way

This article discusses the first GAO assessment of the
reasonableness of plant labor costs using the work sampling

technique.

In June 1970 the President created
the National Commission on Produc-
tivity to insure a national concern with
the importance to the Nation’s eco-
nomic strength of continued productiv-
ity improvement. This concern stems
from the fact that productivity in this
country, although on the upswing, is
nevertheless lagging behind that of
other industrialized countries.

In the face of vast expenditures by
Government in support of various pro-
grams, it is important that the taxpay-
ers’ dollars be expended prudently.
The national budget’s largest expendi-
tures are earmarked for defense. Con-
gress is constantly seeking new ways
to reduce these expenses. The Depart-
ment of Defense is consequently much
concerned with improvement of con-
tractors’ performance and is currently

engaged in comprehensive should-cost
The General Accounting
Office is also involved in this area and
performs industrial management re-
views of activities at Government facil-
ities and defense contractors’ plants to
appraise their productive efforts and
capability as well as the reasonableness
of labor expenditures.

reviews.

Contract pricing is an important ef-
fort which is particularly perplexing
due to difficulty in determining the
reasonableness of costs, especially
where the end item or system is com-
plex and taxes the state-of-the-art. The
importance of realistic measurements
of productivity on which to base man-
power costs—usually the biggest factor
in contracts—cannot be overempha-
sized. A fundamental problem of pro-
ductivity measurement is the difficulty

Mr. Stoyanoff is an industrial engineer in the Procurement and Systems Acquisition
Division. He is a graduate industrial engineer and holds an M.B.A. with a major in
management information systems. His experience is varied and includes assignments
throughout the United States and the Far East. He joined the General Accounting
Office in 1967 after serving in the Department of the Navy where he was a project

engineer.

Mr. Bowles is a supervisory auditor with the Atlanta Regional Office. He is a graduate
of the University of Texas at El Paso where he majored in accounting. He has been
with GAO since 1963 and received the Meritorious Service Award in 1971
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of obtaining directly qualitative mea-
sures of output and input, consistent in
scope and coverage, and therefore, the
inability to accurately estimate cost
and establish reasonable prices. Hence,
substitute measures or approximations
must be used. In other words, produc-
tivity must be measured in some man-
ner which will assure its proper evalu-
ation and foster improvements particu-
larly in those areas which appear to be
deficient and carry a large proportion
of the overall cost.

To appreciate the importance of
productivity let us examine the Ameri-
can standard of living. Today, approx-
imately two consumers are supported
by one worker. As the average age of
the population increases, the working
population decreases. Therefore, we
may expect that one worker will sup-
port three or more consumers in the
near future. It follows then that the
demand for increased productivity will
continue to rise, and public concern
and management controls surrounding
it will intensify. In the end there will
be two choices. Either we must in-
crease productivity in some manner
and learn to maintain it at the proper
level, or conversely, pay higher prices
in support of inefficiency.

What Is Productivity?

The importance of clarifying the
meaning of the term “productivity” is
stressed here for the purpose of recti-
fying common misconceptions prior to
advancing our thesis. Basically, the
most common expression deals with
output per man-hour. Productivity in
this sense is a rough measure of effec-
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tiveness with which we use our most
important productive resource—labor.

We use the term “productivity” in a
narrower sense in this article since
there are many other implications and
issues which are beyond the scope of
our work. Therefore, it may suffice to
say we are concerned only with appar-
ent labor effort. For the purpose of the
study described in this paper, man-
power was cataloged only in terms of
the type of activity being performed,
and no qualitative assessments were
made in terms of efficiency or effec-
tiveness. We were actually concerned
with overall plant labor effort or activ-
ity rather than an individual’s per-
formance.

The reader is cautioned not to con-
fuse productivity with efficiency or
effectiveness. [Efficiency is a term
which expresses—in percentage—the
ratio of useful output to the total
input. Effectiveness, on the other hand,
simply implies proven capability to
produce the required effect or end re-
sult. Productivity, efficiency, and effec-
tiveness are obviously interrelated, but
they must be studied individually and
oftentimes from differing perspectives.
For example, the economist’s basic
concern is productivity in the broadest
sense as it relates to the Gross Na-
tional Product, whereas, the industrial
engineer’s concern is productivity as it
relates to maximizing output in rela-
tion to input in specific areas.

The search for a means of measur-
ing and defining productivity is as old
as mankind, and man’s first efforts are
lost in antiquity. Many techniques and
units of measure are constantly being
developed and refined as the demand



for precision and pressure for higher
output increases. It is only natural that
the better we can measure productivity
the more we can hope to improve it by
simply being able to isolate areas for
improvement. This aspect, therefore, is
becoming of great concern to GAO,
and we are beginning to develop a
capability of dealing with problems as-
sociated with manpower
through the application of exotic tech-
niques tested and proven over many
years by business and industry. As
Comptroller General Elmer B. Siaais
stated in his article “Potentials for
Management Improvement” in the
Winter 1971 issue of The GAO Re-
view, “Much of our recent work has
indicated to us that managers every-
where are developing new or increased
awareness of the importance of human
effort as a critical resource.”

utilization

GAO’s New Approach

We are currently using work sam-
pling—a technique by which labor
content, output, or idleness may be
evaluated—to augment our audits of
contractors’ plants and Department of
Defense maintenance depots. In other
words, a new interrelationship has
been developed by a merging of audit
and engineering principles and tech-
niques. This concept was outlined by
Gerard J. Marks in his article “Utiliz-
ing Engineering Principles in Audit-
ing” in the Spring 1972 issue of The
GAO Review. Specifically, he proposed
an interface of industrial engineering
principles with traditional audit prac-
tices.

PRODUCTIVITY MEASUREMENT

In connection with this unique
concept, this illusirates an
actual example of the application of
work sampling in an industrial envi-
ronment relative to manpower utiliza-
tion. Essentially, this technique was
used to develop a work distribution
profile of labor at a defense contrac-
tor’s aircraft plant, i.e., how labor’s
time is utilized during the average
work day. Therefore, work sampling
must be placed in the proper context
in order that the reader may appre-
ciate its potential and limitations.

article

What Is Work Sampling?

Work sampling is a technique based
upon the laws of probability which can
be used to obtain a profile of labor
activities for almost any type of opera-
tion. In other words, it is a means of
observing, recording, analyzing, and
reporting the activity of all personnel
within a designated area. Work sam-
pling is a relatively inexpensive way to
determine, with reasonable accuracy,
an organization’s productivity and o
pinpoint the problem areas requiring
management attention whether it is re-
organizing the work flow, balancing
the workload with the work force, or
improving supervision.

Work sampling must be based on
generally accepted statistical concepts
and industrial engineering principles
tailored to fit the specific plant condi-
tions existing at the time of the study.
The statistical concepts are based on
the mathematical theory of probability
which is that a small number of chance
occurrences tend to follow the same

9
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distribution pattern as that in the en-
tire population of occurrences. The
study must be structured so it will
yield the type of information required
in our audits and not inadvertently
penalize the contractor.

In accordance with acceptable work
methods and statistically reliable re-
sults, all observations must be random,
unbiased, and independent. The aver-
age rather than abnormal condition
must be emphasized so that projections
and conclusions based on the study
will be reasonable and meaningful.

The work sampling method requires
less time—from one-third to one-half
fewer hours—to obtain a greater sam-
ple of the work and a broader cover-
age of an entire group than other engi-
neering methods. Sample data also can
be tested statistically to determine
whether they are accurate and whether
the number of observations is suffi-
cient. In addition, because work sam-
pling does not require continuous ob-
servation of employees, it produces
fewer complaints from staff and less
disruptions in the normal work rou-
tine.

Work sampling is generally capable
of (1) determining the profile of labor
activities or equipment utilization, (2)
detecting inefficient methods and prac-
tices, and (3) setting work perform-
ance standards. Ideally, the study
should be based on one of the three
end purposes cited above although a
well-structured and direcied study can
provide details on the first two cate-
gories simultaneously. The third area
requires consideration of work pace by
highly experienced observers.

10

The Actual Study

Concern for reasonableness of labor
costs being charged to cost-type con-
tracts in an aerospace contractor’s
plant prompted our study of labor
productivity. Accordingly, the primary
objective was to measure the level of
productivity prevailing in the aircraft
assembly line. This task was compli-
cated considerably due to the mam-
moth size—approximately 18 acres—
and complexity of the work environ-
ment (see fig. 1).

This study was designed to provide
a profile of direct labor activities rep-
resented by effort expended in three
basic work categories: (1) direct pro-
ductive, (2) indirect productive, and
{3) nonproductive. One must assume
that all three are necessary in the per-
formance of the assembly task al-
though in varying degrees. Obviously,
the direct productive category should
exceed the other two to the greatest
extent possible. Since work situations
differ, work sampling elements will
also differ. It follows then that the ele-
ments selected must be useful in solv-
ing the problem or attaining the de-
sired objective. Each element must be
clearly defined so that any observer
will make no mistake in identifying it
because the success and acceptance of
the study results depend on the quality
of the observations.

The purpose of this study was not to
set standards, to examine methods, or
to recommend specific improvements,
but rather to get a picture of worker
activity under plant conditions as they
existed at the time of the study. The
reader can best appreciate this ap-
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MEASUR

proach by imagining that we simply
took a “picture” of direct labor en-

gaged in aircraft assembly in order to
develop a profile of the work force
activities (see fig. 2). The “picture” is
in actuality a mosaic of thousands of
“freeze-motion” of the
employees representing our sample.

observations

The formulation of such a composite
requires following eight vital steps
(see fig. 3).

After establishing the objective, we
elected to use work sampling in sup-
port of our audit since it provided the
most expedient means of executing our
work. When the decision to use work
sampling was firm, the next step was to
insure that the contractor’s manage-
ment and labor cooperation was se-
cured. Otherwise, the results would not
have been usable or their effectiveness

v
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could have been considerably reduced.
We then had to establish study param-
eters and resolve the myriad of details
associated with this type of endeavor.

Another important task was to train
auditors to perform as observers. Au-
ditors proved to be exceptionally suited
for this type of activity by virtue of
their training in being objective, hav-
ing inquiring minds, and being self-
starters. The observers were able to
perform on the “floor” after about 3
days of orientation—theory and prac-
tice—on work sampling. Due to time
constraints one can expect overlap be-
tween training and criteria develop-
This condition
avoided and is taxing to both observ-
ers and coordinators alike.

Another important aspect is the need
for flexibility. For example, certain ad-

ment. cannot be
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Determine Objectives

Assure Cooperation
Define Scope of Study
Formulate Study Considerations:

G N

d. Randomness of sampling

f. Elements of observation

~

8. Discuss Findings With Contractor

Figure 3

PRIMER ON WORK SAMPLING

Determine Applicability of Work Sampling

a. Structure and direction by a competent person
b. Observer selection and training
c. Observations at work center level

e. Custom tailor to existing conditions

6. Establish Controls and Adhere to Them
Make Conclusions Consistent With Objectives and Details of Study

justments and changes—although al-
ways within the prescribed criteria—
have to be expected, at least up to and
including the first 3 days of the study.

The first step of criteria develop-
ment is to define the labor universe
and establish the labor sample (see fig.
4). Next we had to select the depart-
ments or work centers—based on a
breakdown of major subassemblies—to
be included in the study and assign
these to The
shaded areas in figure 5 represent the
subassemblies covered in our sample.

It is extremely important that all
steps involving statistical concepts be
based on randomness to avoid bias.
For this reason we were in constant
contact with the GAQ statisticians to
assure conformance with accepted sta-
tistical norms in order that the final
results be uniform, usable, and most of
all, acceptable.

the nine observers.

Equally important was to detail ele-
menis or activities for the three work
categories under which selected em-
ployees were to be observed at pre-
scribed random times. These elements
of labor activities were carefully estab-
lished with consideration given to the
experience of the observers, physical
constraints, plant limitations, and the
end objective of the study.

We then developed stringent con-
trols which we applied throughout the
study. These consisted of daily chart-
ings of accumulated data to gauge
progress, random visits to the “floor”
by the coordinators, and discussions
with the observers upon the completion
of their daily routines. Stringent con-
trols were necessary to assure adher-
ence to prescribed rules and uniform-
ity among observers, so that the objec-
tives of the study would be met.

13
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Figure 4
STUDY DATA
Universe
Direct labor e e e e 1,402
Work centers oo 79
Sample
Direct labor —_.____ S, 206
Work centers - 123
Other
Observers A e e 9
Days of observation ___ e 10
Observations — —— 17,052
Output ... e Not measured 2
Work pace oo e Not evaluated ®
Methods — o oo . Not evaluated *
Tools, equipment, layout, ete. .- ______. Not evaluated *
1 Work Centers based on identifiable segments of aircraft assemblies including the completed aircraft.
2 We attempted to, but were unable to, determine output.
2 Observers were not qualified to measure this aspect.
4 Although these factors were not a part of the study, the observers made comments relative to them
when obvious deficiencies were noted.

We selected the aircraft final assem-
bly area for examination because (1)
it was a significant, concentrated seg-
ment of the contractor’s work force,
(2) assembly activities
suited to the application of industrial
engineering techniques, and (3) the
Defense Contract Audit Agency had
suspected excessive idle time in that

were well

area.

Using statistical random-sampling
techniques, we selected for observation
about 200 of 1,400 hourly direct labor
employees involved in assembly opera-
tions. During a 2-week period, we
made over 17,000 observations of
these employees to determine the ex-
tent to which they were engaged in
direct productive effort, indirect pro-
ductive work, or nonproductive activ-
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ity. All observations were plotted on a
daily basis to gauge overall progress.
The plot serves as a control and also to
tell us when the “hump” eflect—a nat-
ural phenomenon involving increase in
work pace during the initial phase of a
study—has ended and labor activity
has “normalized.” During this study
labor “normalized” during the fifth
day (see fig. 6).

The study showed that 43.5 percent
of the employees observed were in-
volved in craft work; that is, they
were physically working on assembly
of the aircraft or its components. The
study showed also that 30.9 percent of
the workers were engaged in support
activities necessary for the perform-
ance of the craft work. These activities
include the functions of job prepara-
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AIRCRAFT SUB-ASSEMBLIES
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Figure 6

DAILY DISTRIBUTION OF EMPLOYEE WORK EFFORT
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tion, planning and analysis, walking,
and talking. The percentage of time
involved in other activities, such as
personal, housekeeping, and unavoida-
ble delays, fell within a range gener-
ally considered to be acceptable within
the industry (see fig. 7).

Our analysis further showed, how-
ever, that about 8.6 percent of the pro-
duction assembly employees were idle.
Industry work standards do not pro-
vide for any idle time, and the com-
pany officials told us that an allowance
for idle time was not included in their
procedures for establishing work
standards. It was also noted that about

16

6.2 percent of the employees were ab-
sent from their work stations at the
time of our observations, and we were
unable to determine their whereabouts
through discussions with supervisors
or coworkers.

We attempted to obtain comparable
data for worker activity from the aero-
space industry and found that their
statistical information was not com-
piled in a similar manner. Therefore
we were unable to compare the data
we obtained with those of other aero-
space contractors.

We presented the results of our
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Figure 7

WORK SAMPLING STUDY RESULTS

study to the contractor and Air Force
officials and pointed out that manage-
ment attention should be directed to-
ward reducing the amount of time
spent in support activities necessary
for the performance of craft work. We
advised them that idle and unobserved
time should be reduced to an absolute

OTHER 0.4%

minimum. By reducing the time spent
in these categories, we believe that the
contractor could materially increase
labor productivity.

Company officials stated that they
found the results of our study both
informative and, as a whole, largely
representative of performance condi-

17
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tions in the aircraft assembly area.
They also expressed concern over the
incidence of idle and unobserved time
and indicated that they would increase
management emphasis in this problem
area.

Subsequently, the contractor
posed more stringent controls oyer the
activities of its employees and an-
nounced that its employment level
would be reduced by about one-third
by the end of the year. However, we
were unable to ascertain what portion
of this reduction was related to the
findings of our study. The work sam-
pling criteria developed and used for
the study were well received by the Air
Force, and we were advised that they
plan to organize and train a team to
perform similar studies in the future.

im-

Conclusions

This first comprehensive work sam-
pling study performed by GAO was
successful largely because it repre-
sented a cooperative effort between
auditors and engineers. The coopera-
tion and courtesy extended us by plant
management and labor afforded us the
necessary freedom of movement re-
quired by the observers. The excel-
lence of the observers resulted in find-
ings which were supportable and cred-
itable in every respect.

Based on the success of this study, it
is anticipated that GAO will engage in
further work sampling studies useful
in assessing manpower
Many other fertile areas exist where
this technique can be successfully
used, limited largely by the imagina-
tion of the auditor. For example, the

utilization.
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office-type operation is a possible area
where work sampling can be applied,
as are hospitals, warehouses, ship-
yards, and post office {acilities.

As a byproduct, the observers
usually accumulate a number of perti-
nent remarks dealing with deficiencies
observed during the period of the
study. These can be used in support of
audit in other areas such as produc-
tion control, work performance stand-
ards, material handling, plant layout,
policy matters, and the like. During
our studies we found that the observer,
by his intimate contact with plant op-
erations, could feel the “pulse” of the
plant, and thereby pinpoint inefficient
practices otherwise not easily detecta-
ble.

Work sampling is not a panacea for
solving all audit problems, although
when carefully applied, and ap-
proached in a professional manner, re-
sults can be extremely rewarding.
Work sampling is also relatively inex-
pensive in terms of time and effort
when compared to the value of data
accumulated. Projected annual sav-
ings, as a result of this study, should
amount to over $2 million, provided
the “idle” and “unobserved” categor-
ies are adequately controlled by man-
agement. Our return on investment
would be considerable since we ap-
plied approximately 165 man-days to-
ward this effort or the equivalent of
about $19,000.

In the writers’ opinion, work sam-
pling is an indispensable tool as a part
of the “audit kit” and, when applied to
manpower utilization audits, its poten-
tial is virtually unlimited.
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Epiror’s NortE: “Audit of Payments From Special Bank

The results of the work sampling siudy  Account to Lockheed Aircraft Corporation
described in this article were officially re-  for the C-5A Aircraft Program During the
ported to the Congress on February 18, 1972, Quarter Ended December 31, 1971” (B-
in the Comptroller General’s report on  162578).

Accountability and Incentive

Knowledge at subordinate levels that actual results will be critically
reviewed by supervising echelons has a salutary effect. Desire for com-
mendation for good performance, and for escape from criticism for
poor performance, is a strong incentive to one who knows that he will
be held accountable. Such incentive is not exploited nearly enough by
management in the federal government.

Herman W. Bevis

In “Tightening the Federal Purse Strings,”
Harvard Business Review, May/June 1959.

19



KENNETH A. POLLOCK

2758

Computer Work in the Region

This article, which was originally prepared for oral
presentaiion, outlines what one regional office has done in
ADP work. It should be of interest to both regions and
Washington groups in light of the Comptroller General’s
October 22, 1971, letter indicating his “clear intent to have

the divisions intensify their audit work involving ADP. . ..’

The San Francisco Regional Office
(SFRO) has been active in data proc-
essing work and computer audit work
since the days of first-generation com-
puters. We have participated in, and
made contributions to, almost every
Government-wide ADP study made by
GAO. We helped turn the crank on the
lease-versus-purchase jobs in the early
1960’s, made recommendations for im-
proved operational management prac-
tices at defense contractor installa-
tions, and reported on poor utilization
of data processing equipment at both
Federal and State levels (at the State
level Federal money was involved). We
did the COSMOS review, carrying it
from start to finish (that was the first
“Mahon-requested” review and it set
the pattern for all subsequent Mahon

L

reporis on logistics systems). We were
early users of AUDITAPE in our
work, and we were among the first re-
gions to do successful audit work
based on our own locally written com-
puter programs, including some on
third-generation machines.

Today San Francisco is working on
four to five computer audit applica-
tions at any given time, in addition to
straight computer assignments. By ap-
plications | mean that the computer is
used in the accomplishment of an audit
assignment although the audit is not
basically ADP-oriented.

We estimate that our applications so
far have saved about $30,000 in audit
time and have helped develop findings
worth over $1.3 million. On some jobs,
the audit probably could not have

Mr. Pollock was an assistant regional manager at the San Francisco Regional Office
at the time this article was written. He is now assistant director for ADP Research and
Development and also acting assistant director for ADP Training, Financial and Gen-
eral Management Studies Division. He has been with the General Accounting Office
since 1955, first with the Division of Audits, and since 1956 with the Field Operations
Division. He holds a B.S. degree from the University of California. He is a CPA
(California) and a member of the American Accounting Association, the American
Institute of CPAs, the California Society of CPAs, and the Federal Government Ac-

countants Association.
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been performed without the aid of the
computer.

We are now using about 30-40
hours of computer time per month on
these applications and have established
some excellent working arrangements.
For example, we have literally been
given the key to the 1401 computer
room at the Stanford Linear Accelera-
tor Center. We have unlimited free use
of that machine evenings and week-
ends and are obligated only to replace
the paper used. We get 1401 time for
about $2.50 an hour from the Treas-
ury and for about $3.50 an hour from
the Navy.

We have to use a variety of equip-
ment because no single available con-
figuration has the capability for all
our applications and because the
equipment is not always available
when we need it. Our own “peripheral
equipment” is growing and we recently
purchased a special cabinet to hold
our approximately 80 reels of magnetic
tape.

By and large, for AUDITAPE jobs,
we operate the equipment ourselves:
hanging tapes, pushing buttons, load-
ing cards, etc. About eight to 10 audi-
tors are working on ADP assignments
at any given time; most of the group
is AUDITAPE-capable. Some others,
not assigned to the group, have had
AUDITAPE experience.

We have provided SFRO-written
programs for work at Defense Con-
tract Administrative Services Regions
in Los Angeles, Philadelphia, and De-
troit. Last year a GAO Review article
—our second on computers—won a
prize for a San Francisco Regional
Office man. SFRO staff men have twice

COMPUTER WORK IN THE REGION

addressed the Federal ADP Council of
Northern California and we have spo-
ken before the Electronics Application
Research Forum. We are charter mem-
bers of an EDP auditing forum organ-
ized in 1971 in San Francisco in con-
junction with the Institute of Internal
Auditors. Other members include IBM,
Wells Fargo, Standard Oil of Califor-
nia, Del Monte Corporation, and Stan-
ford University.

There are many publications in the
field which are useful to offices en-
gaged in ADP activities. In addition to
all those SFRO receives free—Datama-
tion, Business Automation, Computer
Decisions, etc.—we subscribe to Com-
puterworld (weekly) and Data Man-
agement {a monthly DPMA maga-
zine).

Our ADP Track Record

Our track record in computer work
was achieved primarily because of a
keen staff interest in the area and our
belief that great potential existed to do
meaningful work. We received encour-
agement from the Office of Policy and
Special Studies ADP group to partici-
pate in computer assignments, and
some were initiated upon our sugges-
tions. Our regional manager has given
sympathetic consideration to our ef-
forts, has always been willing to go to
bat for us, and has made sometimes
painful decisions to assure that inter-
ested staff are available for computer
work.

The favorable SFRO environment
has been a critical factor. When inter-
est and motivation are combined in an

21
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atmosphere in which staff members are
encouraged to innovate and pioneer,
the results are almost always positive.
This is not to say that we didn’t get
our noses bloodied on occasion by a
recalcitrant machine or bad data, or
that we won’t slip again in the future,
but we do have tangible results which
point in the direction of even greater
benefits from future work.

We have attempted to stimulate fur-
ther interest in ADP work by develop-
ing and giving to all staff a 1-day re-
gional AUDITAPE seminar. We try to
get across a few basic points in this
course, such as:

—How to recognize a potential ap-
plication in audit work.

—What generally can be done in the
way of audit assistance.

—What information should be ob-
tained before calling in a “com-
puter type.”

We divide the group into teams, pres-
ent a problem from real life, and have
each team develop its own solution in-
cluding running its application on the
computer. The actual hands-on experi-
ence has been quite stimulating for our
men.

Interested staff are encouraged to
study the area, and we have made
good use of IBM’s programmed in-
struction courses, “Basic Computer
Systems” and  “Introduction to
System/360.” Some of our staff are
taking programming courses in
COBOL, and we have sent a number of
men to such short Civil Service Com-
mission courses as “Computer System
Analysis,” “ADP in Supply Manage-
ment,” and “Auditing in the Computer

22

Systems Environment.”

On an experimental basis, we have
been holding monthly meetings of
those assigned to ADP work. The
meetings, generally lasting 1 to 2
hours, are spent in discussing current
audit applications, problems encoun-
tered, solutions devised, and areas for
future work. (We are conducting a
post mortem on a recent not-too-suc-
cessful job, on which we were given
bad data by the agency, to see what
can be done to prevent such situations
in the future.) If time permits, a staff
member may present a short talk on a
matter of current interest, e.g., docu-
mentation. We are encouraging publi-
cizing of our applications in our local
newsletter to keep staff aware of our
existence and capabilities.

The Future

To expand staff capability and to
increase their knowledge, we have re-
cently:

1. Examined the use of videotape-as-
sisted instruction (VAI) courses on
computers. Specifically, in the region,
we have looked into the offerings of
four companies and have tentatively
identified the vendor whose techniques
and coverage appear best suited to our
needs. We have requested an allotment
to purchase a course of general appli-
cability, “Controls in Data Processing
Systems,” and plan to evaluate the
course and to report to OPM on the
desirability of extending this approach
to other computer-related courses as
well. An obvious benefit of VAI is
shipping the tapes anywhere for use by



any region or Washington component.
We think this method holds great
promise for GAO.!

2. Established a policy of ascertain-
ing what utility-type programs are
available at computer installations in
our region, examining them as to po-
tential audit applicability, and obtain-
ing the program and allied documenta-
tion for our use when it does appear to
be of possible value to us. We intend
to publicize the existence of these pro-
grams so that when other regions have
a need for them we can supply a com-
plete package for their use. The utility
programs include various types of
sorts (disc, tape, etc.), reformating
methods, language conversion, card-
to-tape routines, merges, print pro-
grams, etc. By early January we had
21 packages; some on cards, some on
tape—mostly 1401 oriented. We have
contacted Honeywell to obtain similar
routines for H-200 series and larger
equipment.

3. Kept our eyes open for additional
work and passed the following infor-
mation on to Washington for further
consideration:

—Evidence of poor planning for

1 Since this article was written, the course has been
purchased and tested. Based on an evaluation of the
results by the author and Albert Shanefelter, Jr.,
Office of
Personnel Management, additional tapes will be pur-
chased and used in both Washington and the field
offices.

assistant director for staff development,

COMPUTER WORK IN THE REGION

ADP by a major DOD component
in our region.

—FEvidence of misclassification of
computers as communications
equipment and their exclusion
from the GSA inventory.

—Evidence of intentional classifica-
tion of computers as laboratory
equipment to avoid computer pro-
curement procedures.

— Other matters which have been
noted but have not yet been
passed back, including other in-
correct reporting to the manage-
ment information system operated
by GSA, lack of proper accounta-
bility records for computer equip-
ment, etc.

We are anticipating the development
by the Division of Financial and Gen-
eral Management Studies of a long-
range ADP program which will be
translated into specific work programs
by the operating divisions. Among the
assignments we hope to land is a joint
GAO/private industry effort to estab-
lish guidelines for effective utilization
of third-generation equipment. Simi-
larly, we are hopeful that we will par-
ticipate fully in related training pro-
grams which are to be devised. We
certainly hope to make our mark in
GAO computer work even more in the
future than we have in the past, and
we are confident that we will be able
to do it.
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What To Do About ADP?

This article develops the premise that ADP operations,
systems, and techniques need to be better understood and that
auditors must know what their real concerns are when
auditing in an ADP environment.

Articles in The GAO Review, GAO

regional office compilations of success-
ful applications of computer-assisted
audit techniques (CAATs), the re-
cently published summary of case stud-
ies of auditing in a computer-based
systems environment, and prior reporis
on ADP are solid evidence of the
actions taken to meet the responsibility
and opportunity which ADP brings to
the General Accounting Office. Never-
theless, the internal study of GAO ca-
pabilities for review of ADP activities
completed in September 1971 contains
the observation that “we have just
scratched the surface of our opportuni-
ties.” This statement is not subject to
serious challenge.

We find that limited satisfaction
with our progress is expressed with in-
creasing frequency. Specifically, there
is a growing recognition that one tech-
nical aspect of auditing which will as-
sume increasing importance in the
1970’s is the question, “What to do
about ADP?”

A partial answer to that question
can be found in the following state-
ments.

Where government agencies use ADP
methods in their financial management and
operating systems, it is incumbent upon the
auditor to concern himself with those sys-
tems in two ways:

1. He should consider examining into the
efficiency, economy, and effectiveness
with which the agency acquires and
uses ADP equipment.

2. He should utilize ADP methods in
making audits of operations with re-
spect to which data is stored and proc-
essed in electronic computers (for ex-
ample, inventories of supplies and ma-
terials or personnel resources).”?
(Italics supplied.)

It is my view that many of us will

find it necessary to expand on these
statements. To do so, we must become

more involved with ADP and seek a

VE. H. Morse, Ir., “The Expanding Role of the
Auditor in Government Operations,” Oct. 13, 1971.
Speech delivered before the Federal Government Ac-
countants Association and the Institute of Internal
Auditors.

Mr. DiGiorgio, formerly director, European Branch, has been assistant director re-
sponsible for ADP in the International Division since October 1970. Prior to that time,
he helped teach the “Principles and Practices of Auditing in an ADP Systems Environ-
ment” course at the Civil Service Commission.
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more precise definition of what the
auditor’s “concerns” really are, so that
some significant impact can be made
on our growing ADP-related responsi-
bilities.

There seem ito be two significant
problems which now stand in the way
of an orderly and significant increase
in the involvement of GAO’s profes-
sional staff in ADP work. They are:

1. What and how much—Communi-
cation to our supervisory audit
staffs in effective layman’s lan-
guage of what the Office views
the responsibilities imposed and
the opportunities provided by
ADP 1o be and what a reasona-
ble involvement effort entails.

2. Commitments to training and ap-
plication—Gaining and main-
taining a high level of support
and participation by the supervi-
sory and audit staff in training
and in coverage of ADP activi-
ties and systems and in the use

of CAATS.

Consideration of the question,
“What to do about ADP?,” would also
disclose that it is desirable that we in-
crease our involvement in ADP be-
cause:

1. It can make GAO and each oper-
ating group more productive and
more responsive to the Congress.

2. It can provide satisfying and
challenging work experiences to
the professional staff.

3. It can help us to recognize and
acquire the degree of competence
required to satisfy professional
standards applicable to audit
work in an ADP environment.

WHAT TO DO ABOUT ADP?

I believe a better understanding of
the more significant responsibilities
and opportunities, at both the supervi-
sory and staff levels, can stimulate a
productive increase in auditor-gener-
ated involvement in ADP. Furthering
this understanding is the objective of
this article.

The Need for a Frame of
Reference

It is likely that organizational and
procedural changes and
budget support will permit a more con-
structive channeling of efforts and a
significant increase in total man-years
allocated to ADP work. However, a
common and current frame of refer-

increased

ence of the significant aspects of ADP
should also be available and used. This
background data should identify the
major aspects of ADP and provide a
convenient basis for recognizing and
considering the more significant re-
sponsibilities and opportunities that
now exist.

Problems With Defining Responsibil-

ittes and Demonstrating Opportunities

The internal ADP study group does
not appear to have had too much diffi-
culty in identifying some of our re-
sponsibilities. They identified many
GAO practices and plans related to
ADP activities, both Government-wide
and at individual agencies, in a review
they made of the legislative record.
Their study notes that GAO has fre-
quently acknowledged the importance
of ADP audits in hearings before the
House Government Activities Subcom-
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WHAT TO DO ABOUT ADP?

mittee (1967 and 1969), the Joint Eco-
nomic Committee (1970), and in other
hearings. For example, during the
Joint Economic Committee hearings,
GAOQO referred to its past and future
coverage of ADP through selected re-
views of the planning and installation
of computers; controls over computer
operations; acquisition and utilization
of computers, peripheral equipment,
and software; and the effectiveness of
computers as they support program op-
erations.

Although the identification of GAO
responsibilities seems easy enough, we
could have problems when we try to
develop adequate staff resources to
meet the growing requirement for
ADP-related work, to determine the
relative significance and priority of
various ADP areas, to specify the tech-
nical competence and the extent of
coverage which seem to be needed to
review these areas, and to visualize
their report potential.

Identifying and quantifying oppor-
tunities poses a different problem. The
potential benefits of using CAATSs for
a specific audit objective can be gener-
alized and even estimated before use,
or measured after use as we have done
on some applications. These measure-
ments are often judgmenial. More dif-
ficult to demonstrate or measure is the
net cost which can be attributed to the
opportunities we miss because we do
not systematically consider, at appro-
priate times in the planning and per-
forming of our audits, the magnetic
file data available in any automated
data processing system (ADPS) which
are related to audit objectives. Neither
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do we always consider the contribution
this data could make to broader and
more significant coverage, to more
effective recommendations, and to a
quicker less costly audit effort. Some-
times we also fail to recognize oppor-
tunities to reduce cost or to improve
management information through eval-
uations of the data processing activi-
ties and operations.

Some Areas of Responsibility

Some appreciation of the many
facets of ADPS and ADP activities
can be obtained through a limited
study of (1) a summary of ADP costs
and functions,?2 (2) the tabulation in-
cluded in the recent ADP study ques-
tionnaire setting forth a number of
ADP activities and functions (detailed
below) which can be reviewed by
GAO, (3} the outline of the systems
analysis and design section of the CSC
course on “Principles and Practices of
Auditing in an ADP Systems Environ-
ment,” and (4} GAO guidance on
ADP.

To illustrate—an analysis of the cost
summary would show that in the fiscal
year 1971 computer-related costs for
the computers we could review (3,486)
were $2.3 billion, comprised primarily
of personnel (51 percent), rental (18
percent), contract services (12 per-
cent), and capital costs (10 percent).
An analysis of man-years by function,
first available for fiscal year 1970,
would show that the trend is toward a
significant increase in costs related to

2 General Services Administration, ‘“Summary of ADP
Activities on Cost, Manpower, and Utilization in the
U.s. Government.”’ fiscal year 1570.



software development and that hard-
ware costs are becoming less signifi-
cant proportionately. We would also
find that the major functions per-
formed are key punch and verifying
(18 percent), programming (15 per-
cent), and systems analysis and design
(10 percent).

An analysis of that part of the ADP
study questionnaire (see p. 28), which
was sent to directorate- and profession-
al-level staff within GAO, will show
that the productive work visualized
ranged from broad ADP policy mat-
ters to evaluations of the effectiveness
of DP installations, including reviews
of the adequacy of data gathering,
computer processes, and output need.

Most of those contacted in the study
said the areas listed above deserved
and needed coverage. The need for a
common understanding of what each
listed function is may be indicated by
the relatively large percent of respon-
dents who expressed no opinion on the
need and the extent of coverage of
these listed functions.

Major Programs or Activities Asso-
ciated, Supported, and Dependent on
Computerized Data Processing Systems

There are many programs which can
be identified with one or with several
related ADPS. Often these systems uti-
lize data banks and management is par-
ticularly dependent on the efficiency
with which reference files or records
(tapes/dises), used to complete pro-
grammed decisions and actions, are
updated and maintained.

It would seem that when programs
or activities are significantly depend-

WHAT TO DO ABOUT ADP?

ent on the reliability of the operations
of computer systems, we would need to
(1) have the controls and operation of
the system reviewed by the operating
groups responsible for the program
and (2) see that they have a computer
audit specialist assigned to their staff
from the outset of the audit.

Since many of these major ADPS
will have been developed entirely or
substantially with outside consultant
assistance, competence in evaluating
the initiation, administration, and per-
formance of contracts with computer
support organizations seems important.

The foregoing discussion of respon-
sibilities and opportunities provides a
brief introduction to the nature of
ADP activities. It also suggests that
the operating group, if not supported
with a computer audit specialist staff
when conducting preliminary surveys
and reviews, would have difficulty in
detecting significant and potentially
deficient ADP activities and in com-
paring the indicated potential with
other programs, activities, or opera-
tions in their areas of responsibility. It
is also possible that the significance of
certain ADP activities from a multi-
agency point of view might not be ap-
preciated.

With What Must the Auditor
Concern Himself?

It is appropriate at this point to at-
tempt a clarification of the ADP-re-
lated “concerns” of the auditor and
consider the extent to which they sug-
gest that specialist capabilities would
need to be developed. Is it enough for
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ADP_FUNCTIONS AND ACTIVITIES WHICH CAN BE REVIEWED BY GAO

Deserve Present Work
Coverage

No
Yesg No Adequate Inadequate Opinion

Output Need Validation

Standardization Efforts--
Languages, Data Elements
and Codes, File Structures, etc.

Documentation Practices

Installation Effectiveness

Communications Aspects of ADP
Systems

Utilization Practices, Including
Time Sharing

Software Acquisition/Management

Validity of Data Input to GSA-OMB
ADP Management Information System

Research in ADP Technology

Planning and System Design

Procurement Decisions

Verification of ADP Cost/Benefit
Studies

Input Controls

Other -- please identify

Other -- please identify

Other -- please identify
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us to say that each operating group
needs to keep informed about the
structure of its agency’s data process-
ing organization, computer equipment,
and operating practices? Should we be
more specific and say that the auditor
is concerned with the answers to the
following questions?

When to study and test the controls
over the computerized portion of a
data processing sysiem (systems
audit)? Does the auditor need to
perform a satisfactory evaluation of
the internal controls (machine, pro-
grammed, or external) applicable to
an ADPS when the impact on finan-
cial statements of the computer proc-
essed data is material and where this
evaluation is thereby essential prior
to statement certification to meet the
requirements imposed by generally
accepted auditing standards? It
seems reasonable that this review of
internal controls would be required
(by extending application of the
general audit standards applicable
to attest situations) prior to ap-
proval of any agency accounting
system which is dependent upon a
computerized processing  system.
What about controls over nonfinan-
cial (function- or operation-ori-
ented) ADP systems, when the data
they provide to management for de-
cision and action is relied on as cur-
rent, correct, and complete, and the
reliability of this data is implied in
our conclusions and recommenda-
tions?

When to use general, custom, client,
manufacturer utility, auditor pre-
pared programs, or inquiry to select

WHAT TO DO ABOUT ADP?

and analyze transactions to carry
out audit procedures and attain
audit objectives? Normally these
would be used to expedite and ex-
pand on our performance of the nor-
mal audit procedures of matching,
selection, and analysis; to reduce
the cost of this work; and to permit
access to and the use of data availa-
ble only in machine readable media.

When to review management and
operation  of data  processing
activities? There must be some
agreement on standards of perform-
ance before evaluations of the rea-
sonableness of the management and
operation of increasingly costly data
processing activities can be made.

The illustration which follows high-
lights the structure of controls for
EDP systems. It can help the auditor
direct his audit efforts when he needs
to study and test the organizational,
administrative, and processing controls
related to an ADPS and when he needs
to determine if the management and
operation of ADP activities are signifi-
cant and effective.

We may further crystalize the audi-
tor’s areas of concern if we relate the
scope and objectives of ADP reviews
to report objectives. For example, re-
views may be made of:

1. The activities of one date proc-
essing organization to evaluate
the extent to which its objectives
are being effectively attained
(effectiveness reviews).

2. Various aspects of data manage-
ment activities and operations
(multiagency and Government-
wide reviews).
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Touche Ross & Co.
D. R. Wood*

STRUCTURE OF CONTROLS FOR EDF SYSTEMS

Systems Planning
Analyst/Programmer Computer Computer Operator
Designs Plans 1/0 transactions
Programs Documents Library fales
Tests Trains Hardware Job stream

Peripherals

Hardware status
Program status

Central processor (_5
ation Operator
Application
Installation
Input data Operating systems OQutput data

Compi lers
Utilitaes

Lnput Traosaction

Inquiry/response
Updating
Mainteining

*pdvanced Management Research Computer
Auditing Course Handout

3. A specific ADPS or of one sig-
nificant aspect thereof (manage-
ment deficiency reviews; system
product reliability reviews).

4. Selected material aspects of the
design, development, and imple-
mentation applicable to ADPS
for any agency or program
(multiagency and Government-
wide review).

In GAO the auditor’s real concerns
also include the need to plan for satis-
fying those responsibilities established
(1) by the policy which requires that
work programs be examined to be sure
ADP techniques are applied when fea-
sible and (2) by GAO testimony be-
fore congressional committees concern-
ing the study and review of various
ADP activities. Accordingly, each op-
erating group must know the responsi-
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Lybrary Files

)

!

Qutput Transaction

Reports
Error lists
Reference

Pats
Software

bility it has for these requirements and
must also recognize that this involve-
ment with ADP may require some
technical capability.

The auditor may fulfill his concern
with these requirements more effec-
tively if he is made aware of the prob-
lems which the programming and per-
forming groups may have in promptly
detecting the opportunity for an eco-
nomic application of ADP techniques.
He should learn when and how to test
the reliability of any ADPS which pro-
duced the data collected and consid-
ered in a specific audit and how to
recognize indications of significance or

deficiency in ADPS or ADP activities.

The Need for Computer Audit
Specialists

It may not be sufficiently apparent



from the foregoing that much of the
responsibility for ADP work and the
opportunities it may provide are in the
operating groups. Accordingly, an
actual increase in involvement in ADP
work is essentially at their discretion.
The following discussion may help to
clarify these observations.

Preliminary Surveys and Reviews

Although the internal ADP study
group recommendations put the re-
sponsibility for planning and execut-
ing Government-wide reviews in the
Division of Financial and General
Management Studies, they did not dis-
turb the traditional responsibility of
the operating groups to conduct pre-
liminary surveys and reviews to deter-
mine, within their respective areas of
responsibility, when:

1. An ADP activity is significant.

2. An ADPS and the data it gener-
ates (report products) are sig-
nificant to the point that man-
agement may be dependent on
them for effective control of the
specific programs or activities
under review.

3. Deficiencies are likely to exist in
either significant ADP activities
or ADPS.

My review of a recently circulated
Computer Control Guideline published
by the Canadian Institute of Chartered
Accountants and of GAQ’s case studies
of auditing in a computer-based sys-
tems environment nourish further my
inclination to believe that these duties
will best be met through the use of
preliminary survey and review teams
comprised of ADP specialists (data

WHAT TO DO ABOUT ADP?

processing specialists) and ADP-
trained auditors (computer audit
specialists) .3

This approach could lead to a more
effective use of scarce ADP resources
and help provide sound ADP coverage
if the team members have sufficient
recent ADP experience to assure a
productive application of effort to the
assignment. We should recognize that
the maintenance of a viable ADP spe-
cialist staff may require that we pro-
vide the ADP specialist groups with a
practical means for identifying, and
when justified initiating, any produc-
tive ADP work which would not be
done by the responsible operating
group.

Possibly you will agree that prelimi-
nary survey and review efforts cannot
be expected to be too productive unless
they are undertaken with ADP special-
ist support after consideration of the
areas in which detailed examination
work may be necessary.

I also feel the operating group must
recognize that a demonstiration of the
practicality and appropriateness of
using CAATSs will require some knowl-
edge of the computer organization and
activities which generate the magnetic
media data in which they are inter-
ested. The operating group must also
recognize that it must give the com-
puter audit specialist their audit objec-
tives; the sequence and steps compris-
ing each audit procedure to be per-
formed; and the specific data to be
compared, summarized, or analyzed;

3 Cutting; Lilly, Jr.; and Mullarkey,
“Technical Proficiency for Auditing Computer Proc-

Guiltinan

essed Accounting Records,” Journal of Accountancy
(October, 1971), pp. 74-82.
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as well as the description of the format
of the product which the computer is
to produce.

It may follow that we should require
that the research and survey which
occurs concurrent with the develop-
ment of tentative plans to initiate new
assignments consider:

1. The potential contribution that
the narrative and the flow chart
documentation describing any
significant ADPS, which process
data and produce the reports
used in managing the activities
under consideration for review,
could make to the audit objec-
tives which the audit group may
want to satisfy.

2. The need to evaluate the man-
agement and operation of data
processing activities because of
the significance of cost or the
possible impact of inaccurate,
delayed, or irrelevant computer
processed information on effec-
tive management of a specific
program, activity, or project
audit area.

Training and Its Application

Recent experience shows that a high
rate of obsolescence can be expected in
any ADP capability we may attempt to
establish  through orientation-type
training programs.

This can be attributed in part to the
fact that much of the priority work
which the audit staffs have done has
not required the use of CAATs. Fur-
ther, most of the work they have done
has not included a study or evaluation
of ADP systems or operations. A rea-
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sonably continuous application of
CAATs and consideration of the re-
quirements and criteria applicable in
evaluations of ADPS or ADP activities
is needed to reduce the loss of the
ADP capabilities we acquire.

It also seems clear that technological
change and complexity and the need
for a continuous upgrading of training
and for skills
acquired can be expected to limit the
responsive capability of the general
auditor in the operating groups.
Accordingly, if the benefits of CAATs
are to be realized, an ADP specialist’s
competence should be available to the
audit managers and site supervisors
particularly when collecting data to
survey a potential audit area and sub-
sequently when making determinations
of the audit scope and procedures it
would be appropriate to attempt.

application of the

Recognizing the Problem of Effective
Specialist and Auditor Interaction

At various points in this article, I
have alluded to the factors which can
affect the coordination of the functions
of the general auditor with the capabil-
ities of the computer audit specialist or
the data processing professional. Con-
tributing to the coordination difficul-
ties are:

1. The uneasiness likely to exist in
the general auditor due to lim-
ited knowledge, experience, and
confidence, when dealing with
ADP techniques or activities,
technical subtleties, and jargon.

2. The failure to appreciate the
value of a review of ADP system
documentation related to the



activities under audit in order to
understand what management in-
tended the factors governing
programmed routine decisions or
exception to be.

3. The failure to recognize that nei-
ther the system narrative, the
logic chart, or the source pro-
gram prepared by the program-
mer, can be taken as guarantees
of the object program which was
run to process the data under
review.

Many of the comments made in the
article “Concepts of Auditing and Sys-
tems Analysis” ¢ seem to apply as well
to the ADP specialist-general auditor
interface problem. A paraphrasing of
this article, generally substituting ADP
specialist for systems analyst, CAATs
for analytical techniques, and ADPS
and ADP operations for systems and
programs, would illusirate the prob-
lem. Most pertinent, I think, are the
commentary and general observation
sections which suggest in part that
there is room for our traditional audit
approach to embrace analytical ap-
proaches that make possible reasonable
conclusions, after giving appropriate
consideration to the cost of the various
approaches. These sections also sug-
gest that incorporation of the concepts
of systems analysis into GAO audit ap-
proaches will be an essential ingredi-
ent in broadening the scope of our
review work. In my opinion, these
identical points can be made about the

use of CAATs and the coverage of
ADPS and ADP activities.

4 E. H. Morse, Ir., The GAO Review {Spring, 1971},
p. 23.
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A broader understanding of the re-
sponsibilities and opportunities which
ADP brings to the Office may help us
to achieve a more effective interface
and to increase our involvement in

ADP.

Some Useful Guidance

The Auditing and EDP text by Gor-
don B. Davis, published by the Ameri-
can Institute of Certified Public
Accountants (AICPA); the Air Force
Guide for Auditing Automatic Date
Processing Systems (1966); and the
GAO book of case studies of auditing
in a computer-based systems environ-
ment all include useful guidance.

I think, however, that the general
auditor would find chapters 10-12 of
Auditing and EDP most useful. In
these chapters the author explains,
with appropriate reference to general
audit the
framework in which electronic data

standards, why control
processing is performed must be con-
sidered; what competent evidence is,
as it relates to organizational and pro-
cedural controls and the operation of
computer programs at specific times;5
the need for advance arrangements for
computer time and operators and to
obtain, test, and control computer pro-
grams and files; and how the auditor
assures himself that a computer pro-
gram used for transaction analysis is
performing correctly what he intended.

S See also John and Nissen,
Controls in EDP Audits,”
{February, 1970), pp. 31-38.

“Evaluating Internal
Journal of Aeccountancy
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What Needs To Be Done and
Who Should Do It?

As our understanding of the respon-
sibilities and opportunities in ADP-re-
lated areas increases, we may find it
useful, in the interest of functional
coordination, to clarify or elaborate on
the primary responsibilities of the Di-
vision of Financial and General Man-
agement Studies, the operating divi-
sions and groups, and the regional and
branch offices.

Assignment of the primary responsi-
bility, for the following illustrative
tasks, would probably depend on the
plan of organization and operation
adopted by the Division of Financial
and General Management Studies and
the other divisions, and on the availa-
bility of specialized staff in the opera-
ting division.

Operating Group Functions

Responsibility in multiagency or
program results reviews for:

—Initiating computer systems audit
appraisals at headquarters loca-
tions to minimize overlapping or
duplicate system reviews which
could otherwise occur in regional
and branch office areas.

—Assuring consistency in computer

programmed comparisons and
analysis to permit a projection of
results.

Responsibility in deficiency reviews
and surveys for:

—Acquiring knowledge of the
major data processing systems po-
tentially useful in meeting the es-
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tablished job objectives.

—Considering the applicability of
CAATS to the job.

—Being aware of the availability at
the jobsite of any software re-
trieval package and the applicable
magnetic records which might be
needed.

Regional and Branch Office Functions

Responsibility for acquiring knowl-
edge of:

—Activities of major data process-
ing installations and of ADP sup-
port and review activities in their
areas.

~—Functions of major ADP systems
(including data element content)
and any major ‘“‘unique” locally
prepared program activities.

—Inquiry, utility, generalized re-
trieval, or custom program access
potential.

Conclusion

Hopefully my comments have not re-
flected a view from another ivory
tower. They are intended to be inform-
ative and useful in the practical world
of operations in which most of us
dwell and where “doing”—generally
accompanied by
effective staff utilization, time alloca-
tions and schedules, and impatience—
dominates the day-to-day activities.

considerations of

Accordingly, I have tried to relate
the responsibilities and opportunities I
commented on with current GAO work
priorities and objectives and with the
which
would appear to be primarily involved.

organizational ~ components
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WHAT TO DO ABOUT ADP?

is likely to be an increasingly special-
ized and isolated technical staff and a
continuing separation of the ADP spe-
cialist from the work requirement, the
responsibility, and the opportunity for
maximum application of that technical
competence.

Possible Group Efforis

I believe that the role GAO can play
in ADP in the years ahead will depend
on how well we meet the challenge of
increased professionalization through
our collective efforts now. These efforts
could take the form of a task force
consideration or development of:

1. A study of known ADP commit-
ments to classify the tasks in-
volved, by responsible division,
technical skill level needed, time
frame for coverage, and level of
coverage.

2. A basis for recognizing signifi-
cant aspects of ADP and poten-
tial deficiencies.

3. A procedure to obtain a consen-
sus on practicability, priority,
and approach and to identify the
staff interested in specific ADP
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work planned.

4. A method for allocation of com-
puter specialist resources to the
Division of Financial and Gen-
eral Management Studies and to
other divisions and operating
groups.

5. The optimum organization for
coverage of indicated ADP com-
mitments, responsibilities, and
objectives.

6. How to overcome impediments to
increased involvement in ADP
work.

A receptive climate now exists for
any organizational changes which may
be necessary and for a career ladder in
ADP. Awareness of the unmet ADP
responsibilities and opportunities is
growing at all organizational levels.
The momentum generated by the con-
sensus of views reflected in the inter-
nal ADP study group’s report and the
perspective and tasks and methods dis-
cussed in this summary should help. A
new start, and for some of us a first
step, in meeting our ADP responsibil-
ities and in optimizing our ADP op-
portunities can now be made.



HOWARD G. RHILE, JR.

How To Prepare Workpapers
With a Computer

All of us have, at one time or another, prepared

seemingly endless workpapers by painstakingly extracting,
classifying, and tabulating large volumes of information

to arrive at a few precious subtotals for a lead schedule.
The author illustrates how the power of the computer can be

harnessed to relieve this drudgery.

During a recent assignment, we were
required to determine the amount of
excess equipment (irucks, rifles, etc.)
that the United States turned over to
the Vietnamese Army in fiscal year
1971. We found that we could obtain
overall figures on the acquisition cost
of such equipment, but we could not
get a breakout in a format which
would be useful for a meaningful anal-
ysis.

The records we examined were in
the wrong sequence (e.g., one printout
was in requisition number sequence—
fine for verifying deliveries, but not
very good for our analysis), too volu-
minous, or had deliveries of excess
items interspersed with other deliver-
ies. Another printout did not have the
proper coding and still another was
incomplete. The computer, which had
provided us with reams of data useful

for other aspects of our review, had
killed us with kindness.

How were we going to get our infor-
mation without an inordinate amount
of manual extracting, classifying,
scheduling, and tabulating?

We had just about decided to use
the time-honored technique of “writing
around” the lack of information when
we decided to try to beat the computer
at its own game. Accompanying one of
the printouts which we had received
previously was the punched card deck
used to prepare the printout. There
were about 3,000 cards in the deck.
They had the proper codes punched in
them and contained the data we
needed (e.g., number of items deliv-
ered, stock number, etc.). We tele-
phoned the Navy shipyard in Hawaii
and asked if we could use their equip-

ment to extract the data we needed

Mr. Rhile is a supervisory auditor of the Far East Branch, International Division, in
Hawaii. He joined GAO in 1965 after earning a B.S. degree in accounting from Temple
University. Before transferring to the Far East Branch in 1969, he was a member of

the Civil Division.
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from the cards. They agreed, and the
next morning we went out.

First, we went to a machine called a
“sorter” where we (1) extracted all
the excess delivery cards from the deck
(about 500 cards) and (2) sorted the
excess delivery cards by type of equip-
ment. Then we went to a UNIVAC
1005 computer where we tabulated the
cards, using a generalized program de-
veloped by the shipyard, and obtained
subtotals by type of equipment. Total
elapsed time was 55 minutes including
the time used to drink a cup of coffee
with the manager, explain what we
wanted, and fix the cards that had
jammed in the machine.

We came back to the office, stapled
the printout to a workpaper, inserted
the heading and source, and the infor-
mation was ready for use.
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What is the lesson, if any, in this
story?

1 believe that it points up the need
to think in terms of how we can bene-
fit from the computer’s power and flexi-
bility in our work. A job which would
have taken a week to do manually was
done in less than an hour.

More importantly, however, it dem-
onstrates the need, when planning re-
views, to consider how the computer
can help us to achieve our objectives
and make provisions to obtain the
needed data. We were lucky. We had
the data available in a machine-reada-
ble media (punched cards) and a good
working relationship with the ship-
yard. We should not, however, have to
depend on serendipity to get the most
out of the computer!



ANTHONY J. GABRIEL

A Task Force Approach to Auditing

GAO staff members are frequently assigned to commirtees

of Congress to furnish direct assistance in their studies and
investigations. The experience gained by auditors in
applying techniques that differ from the traditional auditing
approach can be useful to GAO and the staff members

participating.

The author describes a year’s experience in reviewing three
“guns and buiter” programs using a task force approach while
assigned to the House Appropriations Commitice.

The General Accounting Office has
repeatedly emphasized the importance
of broad-based reviews and timely
completion of its work. The Surveys
and Investigations Staff of the House
Appropriations Committee has similar
objectives and must report to the
chairman of the committee in sufficient
time for hearings on appropriations.
This article describes my participation
with the committee in utilizing a task
force approach to meet critical report-
ing deadlines for three broad-based
studies—the Food Stamp Program in
the Department of Agriculture, man-
power in the Department of Health,
Education, and Welfare (HEW), and

the Navy’s F-14 and the Air Force’s
F-15 fighter aircraft programs. This
article describes the approach and staft
resources used, the report processing
procedures, and the broad scope of the
three studies.

Task Force Approach

A team is formed for each study to
perform all auditing and investigative
work, i.e., to plan, perform, and report
on the work directives as approved by
the chairman, House Committee on
Appropriations. All reports have a
deadline to assure that the information
contained therein will be made availa-

Mr. Gabriel is an audit manager in the Federal Personnel and Compensation Division.
He joined the General Accounting Office in 1956 as a member of the Civil Division.
The following year he transferred to the Philadelphia Regional Office and had varied
audit experience there for over 10 years, including congressional committee and over-
seas assignments. He returned to Washington in 1967 and held a staff position until
1970 in the Office of the Comptroller General. He holds a Bachelor of Science degree
in accounting from the University of Scranton. He is a certified public accountant
{Virginia) and a member of the American Institute of CPAs and the Federal Govern-

ment Accountants Association.
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ble to the chairman in sufficient time
for hearings on appropriations. The
time required for a study varies with
the size of the activity or program and
the scope of the directive. A normal
study takes about 6 months and con-
sists of the following three phases,
each of which requires about 2 months
to perform.

—Developing background and other
information at the headquarters
activity.

—Performing the field work.

—Writing and reviewing the report.

No geographical boundaries or
functional constraints are imposed on
the team; it is a highly flexible unit
and reviews the program in its entirety
on a nationwide or, if necessary,
worldwide basis. The team works as a
complete unit or may be subdivided
into subunits depending on the number
of areas and varied objectives cited in
the chairman’s work directive. The
team primarily relies on interviews
with top management officials in Gov-
ernment and industry, Reviews of de-
tailed information contained in files
are held to a minimum.

Staff Resources

The Food Stamp, HEW manpower,
and F-14 and F-15 fighter aircraft
programs were staffed with 10, five,
and six men, respectively. Except for
the study of the fighter aircraft pro-
grams, the teams consisted principally
of accountants and lawyers. In that
study, a propulsion expert and an
aerodynamicist were assigned to follow
up on areas covered in a prior study
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(such as the comparison of perform-
ance characteristics of the two air-
craft} and to evaluate current techni-
cal problems.

The study of the Food Stamp Pro-
gram with 10 men was about twice the
size of the teams assigned to the man-
power and fighter aircraft studies.
This was due to the need to give na-
tionwide coverage at Federal, State,
and local levels and submit a report to
the committee’s chairman in about 30

days.

Report Processing

After completing its work at head-
quarters and field activities, the team
drafts a report which normally takes
from 4 to 6 weeks, The draft is submit-
ted concurrently to the director of the
Surveys and Investigations Staff and
his three assistants for review. The
director and the three assistant direc-
tors are responsible for the overall
management and conduct of the stud-
ies. One assistant director serves in the
capacity of a deputy to the director.
Each of the other two assistants is di-
rectly responsible for the conduct of
civil and defense studies, respectively.
The purpose of the review process is to
have the four members of the directo-
rate review the report at the same
time, regardless of the subject matter,
and quickly obtain and incorporate
their comments.

The review, retyping, editing, and
reproduction of the report takes from
5 to 10 days from the date the team
completes the draft report to the date



the director signs and issues the report
to the chairman of the committee.
There are no requirements to submit a
draft report to the agency for com-
ments on the team’s findings and rec-
ommendations. Agency comments are
developed for the report during the
general conduct of the study.

Food Stamp Program

The chairman requested an investi-
gation into the Food Stamp Program.
In essence, he wanted as much perti-
nent information on the following
questions as could be compiled in
about 30 days.

—To what extent did illegal or im-
proper activities such as theft,
fraud, trafficking, and counterfeit-
ing of food stamps exist in viola-

TASK FORCE APPROACH TO AUDITING

tion of program directives and
procedures?

—What avenues were available to
Federal, State, and local adminis-
trators to assure compliance with
laws and regulations?

—What views were held by respon-
sible officials on ways to improve
program administration and to
eliminate illegal improper
activities?

or

Staff members of the committee, in
discussing the request, believed that a
high incidence of violations might in-
dicate administrative controls were ei-
ther inadequate or not being properly
exercised.

I was assigned the “ticket”—desig-
nated team leader—for this assign-
ment; investigators from the FBI had
it for the other two studies. The leader
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TASK FORCE APPROACH TO AUDITING

has overall responsibility for the
team’s planning and performance, and
for meeting the report deadline. Upon
receipt of the chairman’s request, the
situation seemed critical because of the
short deadline, but not impossible. I
was confident that, with a sound plan
and a multitalented and broadly expe-
rienced team of eight FBI agents and
two GAQ auditors,! there were ade-
quate resources to meet the challenge.

I prepared a work plan to be used
nationwide at the Federal, State, and
local levels of government to be vis-
ited. The plan included procedures to
identify the types of violations being
reported to agencies responsible for
administration and enforcement of the
program and directed a review of the
reported violations to determine the
causes or reasons for them. In addi-
tion, the team was instructed to inter-
view officials and examine procedures
regarding the and
accounting controls in the program
from the time the stamps were printed
at the Bureau of Engraving and Print-
ing to the time of their release by issu-
ing agents at the local government lev-
els.

I prepared an internal control ques-
tionnaire for use in the study, to be
applied as a guideline in examining
accounting and administrative controls
at the various operating levels of the
program, where applicable. Inciden-
tally, we have been called a few things
in the past, but on this food program
assignment the term “bean counter”
was heard a few times. The plan also

administrative

1 Francis P. Carrigan firom the Procurement and
Systems Acquisition Division was the other GAO
auditor who participated in the study.
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provided for the team to obtain
suggestions from responsible officials
on ways to improve program adminis-
tration and tighten controls over the
program.

The work was broad in geographic
scope, as well as covering many Fed-
eral, State, and local activities. At the
Federal level, work was performed at
the Food and Nutrition Service
(FNS), the agency responsible for ad-
ministration of the Food Stamp Pro-
gram; the five FNS area offices and 12
FNS local offices; the Office of the
Inspector General of the Department
of Agriculture, the agency responsible
for enforcement of the Food Stamp
Law and regulations; the Bureau of
Engraving and Printing and the Secret
Service, both of the Treasury Depart-
ment; and the U.S. Postal Service.

At the State and local levels, we ob-
tained
agencies charged with administration
and/or supervision of the program,
from nine counties affiliated with the
program on behalf of the State agen-
cies, and from a Federal Reserve bank
and a national bank which served as
the major issuing agent for one of the
States visited.

The report was responsive to the
three areas outlined in the chairman’s
request. In addition to including
suggestions and recommendations ob-
tained from responsible officials, the
team members’ own recommendations

information from nine State

on ways to eliminate certain prohibited
acts were included in the report. The
entire job, including the final report,
took a little over a month and as a
consequence, it was available for the
chairman’s use at the hearings.



HEW Manpower Policies

The chairman requested an inquiry
into the personnel policies and prac-
tices of the Department of Health, Ed-
ucation, and Welfare as they related to
the hiring and utilization of personnel.
Direct Federal manpower in this De-
partment totaled about 112,000 man-
years of effort; available estimates
showed that the Department also sup-
ported about 704,000 man-years of
non-Federal employment in State and
local governments, universities, non-
profit research institutions, and private
contractors.

A five-man team was formed to con-
sider HEW manpower policies and
practices and to identify possible prob-
lems such as more staff than is neces-
sary fo carry out programs at the lev-
els intended by Congress. The team
was also asked to examine the buildup
of regional offices during the last few
years to determine if that decentraliza-
tion resulted in more efficient or less
efficient use of the total personnel of
the Depariment.

The study involved a broad-scope
multiagency approach at the Office of
the Secretary and its six operating
agencies, all located in the greater met-
ropolitan Washington and Baltimore
area. We also visited three regional
offices of the Department and inter-
viewed officials at State and local gov-
ernments, at universities, at a regional
laboratory and at the
Center for Disease Control. In addi-
tion, we developed and used a ques-
tionnaire to obtain from State officials
information about their evaluation of
the effectiveness of services provided

education
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by HEW regional offices.

The entire assignment, including the
writing and processing of the report,
took about 6 months to complete. The
report, which took the team about 2
months to write and process, was well
received by the chairman and the com-
mittee. During the hearings, one of the
commitiee members stated that the
team’s report contained many findings
which would be useful to HEW and to
the committee. The report was printed
in its entirety in part IV, fiscal year
1972, Department of HEW hearings
before the Subcommittee of the House
Committee on Appropriations (pp.
1061-1166).

Fighter Aircraft Programs

The Survey and Investigations Staff
submitted to the House Commitiee on
Appropriations prior to the fiscal year
1972 hearings a report which identi-
fied certain problem areas in the devel-
opment programs in the F-14 and
F-15 fighter aircraft programs. The
chairman requested that further and
continuing inquiry be made to deter-
mine the progress of each service to-
ward resolving problems identified in
the earlier report and other problems
which might arise.

The chairman also wanted specific
information about:

—The projected unit cost of the var-
ious aircraft quantities under con-
sideration, with emphasis on cost
overruns as well as recent design

changes which

may have an effect on ultimate

or engineering
cost and performance.
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—The ability of each contractor to
meet the original and/or revised
design characteristics.

—The progress of contractors in
meeting program milestones as to
time and cost.

—The adequacy of program man-
agement procedures, if deficien-
cies were identified.

The broad approach of the same
team of six men reviewing the two air-
craft programs concurrently was useful
from the viewpoint of comparing the
specifics of Air Force and Navy man-
agement and performance, schedule,
and cost aspects of the respective pro-
grams.

We performed work at numerous
activities of the Department of Defense
such as the F-14 and F-15 project
offices, Defense Contract Audit Agen-
cy’s field sites, plant representatives’
offices, and test centers. Also cost con-
trol, schedule, and performance char-
acteristic data were reviewed with the
major aerospace contractors—Grum-
man Corporation, McDonnell Douglas,
Pratt and Whitney, and Hughes Air-
craft. From two National Aeronautics
and Space Administration Centers, we
obtained views from technically quali-
fied personnel on designs of the air-
frames and engines.

The study was still in process when
I returned to GAO. The director subse-
quently informed me that he submitted
the report to the chairman on March
15, 1972, prior to the hearings sched-
uled before the House Committee on
Appropriations for fiscal year 1973
funding. The elapsed time for the total
job was about 8 months.
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Conclusion

A task force approach has several
distinct advantages—speed, flexibility,
and broad program perspective. This
results from a single group’s responsi-
bility and capability to review and un-
derstand the significant aspects of the
total program. Thus, significant time is
saved by eliminating the need to pre-
pare detailed audit programs and com-
municate all pertinent information to
others. Also, a better team understand-
ing of the program speeds up develop-
ment of the field work as well as report
writing. This together with a quick,
single-level report review process con-
tributes to timely completion of assign-
ments.

It is recognized that in such broad
studies, because of the need to obtain
information quickly and to meet re-
porting deadlines, sound judgment and
trade-offs as to the amount of depth
and detail that can be pursued are
prime Therefore, it
may not always be possible to reach
evaluative conclusions and recommen-
dations in time for hearings. This in
many situations is not considered a se-
vere limitation because congressional
committees have a need for factual
data and some independent observa-
tions about the operations of a pro-

considerations.

gram that can be useful in their own
decisionmaking process.

I am not suggesting a task force ap-
proach as a modus operandi for all of
GAOQ’s operations. On the contrary, an
approach should be tailored to meet
the needs of the division or group to
most effectively accomplish its assign-
ments. Under the current reorganiza-



tion of GAQ, however, changes are oc-
curring to enable the Office to respond
more effectively 10 increased demands
for broad-based and program-type re-
views and to speed up completion of
our work. Perhaps, a task force
approach such as the one I have de-
scribed or some variations of it can be
used for some programs to meet these
demands.

EpiTor’s NOTE:
The chairman of the House Appropriations
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Committee, George Mahon, wrote to the
Comptroller General on February 24, 1972,
about Mr. Gabriel’s work with the commit-
tee.

“Recently, Mr. Anthony J. Gabriel re-
turned to the General Accounting Office
from his assignment with the Staff. Mr.
Gabriel did an outstanding job and was a
fine representative of your organization. He
served in the capacity of a team leader on
one of the studies and was directly respon-
sible for the successful completion of the
investigations to which he was assigned.”

A Good Question

LTC David Pemberton, Inf., USA, and a former Army installation comptroller,
poses this question in suggesting that the Department of the Army should

devise a special medal for its auditors.

How do you find fault, constructively ecriticize, and make painful
recommendations—and still be a nice guy?

Cited in Armed Forces Comptroller, Spring
1972.
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PAUL S. CARPENTER 772 /5/3/ 5

The Audit Team:
An Organizational Innovation

This article reviews the work-team approach to managing
unique, one-iime assignments and compares it to the
functional or traditional approach. The author makes some
suggestions for possible GAO application.

Are hierarchy, unity of command,
and span of control—the classical
principles of organization—still valid
for the performance of all GAO
assignments? Many voices today are
saying that bureaucracy is obsolete
and that the traditional principles no
longer apply universally. These voices
are telling us that bureaucratic rigidi-
ties frequently burden an organization
when its greatest need is to be adapt-
ive and responsive to rapidly chang-
ing objectives, problems, and environ-
ment.

Traditional organizations function
primarily on a vertical basis and de-
pend almost completely on a strong su-
perior-subordinate relationship to in-
sure a unified effort. Individual man-
agers tend to identify boundaries of
responsibility and specialization. With
very small organizations this presents
few problems since the functional man-
ager can maintain lateral as well as

vertical staff contact to insure mutual
support and understanding of inter-
functional goals.

This purely functional approach
does not work effectively, however,
when a task involves the coordinated
effort of many different organizational
subsystems and people with a variety
of specialized skills. Unique manage-
ment relationships evolve in the per-
formance of a large, single-purpose as-
signment that may cut across interior
organizational flows of authority and
responsibility, and which may even ex-
tend outside to independent organiza-
tions.

The capacity to be adaptive and re-
sponsive is greatly enhanced through a
work-team  organizational structure
where organizations are molded
around tasks. Teams are oriented to
specific assignments and are created,
altered, disbanded, and created anew
as assignments require. Typically, a

Mr. Carpenter is 2 management auditor in the International Division and has been
with GAO since 1970. He holds a Bachelor of Arts degree in economics and inter-
national relations and a Master of Public Administration degree from Brigham Young
University. He is a member of the American Society for Public Administration.
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Phenomenon

Line-staff
organizational
dichotomy

Scalar
Principle

Superior-
subordinate
relationship

Organizational
objectives

Unity of
direction

Parity of
authority and
responsibility

Time duration

Team Approach

Vestiges of the hierarchal model
remain, but line functions are
placed in a support position. A
web of authority and responsi-
bility relationships exists.

FElements of the vertical chain
exist, but prime emphasis is
placed on horizontal and diag-
onal work flow. Important busi-
ness is conducted as the legit-
imacy of the task requires.

Peer to peer, manager to tech-
nical expert, associate to asso-
ciate relationships are used to
conduct much of the salient busi-
ness.

Management of a project be-
comes a joint venture of many
relatively independent organiza-
tions. Thus, the objective be-
comes multilateral.

The project manager manages
across functional and organiza-
tional lines to accomplish a com-
mon inter-organizational objec-
tive.

Considerable opportunity exists
for the project manager’s respon-
sibility to exceed his authority.
Support people are often respon-
sible to other managers (func-
tional) for pay, performance re-
ports, promotions, and so forth.
The project (and hence the
organization) is finite in dura-
tion.

Funciional Approach

Line functions have direct re-
sponsibility for accomplishing
the objectives; the line com-
mands, staff advises.

The chain of authority relation-
ships is from superior to sub-
ordinate throughout the organiza-
tion. Central, crucial, and im-
portant business is conducted
up and down the vertical hier-
archy.

This is the most important rela-
tionship; if kept healthy, suc-
cess will follow. All important
business is conducted through a
pyramiding structure of supe-
riors-subordinates.

Organizational objectives are
sought by the parent unit (an
assembly of suborganizations)
working within its environment,
The objective is unilateral.

The general manager acts as the
head for a group of activities
having the same plan.

Consistent with functional man-
agement; the integrity of the
superior-subordinate relationship
is maintained through functional
authority and advisory staff serv-
ices.

Tends to perpetuate itself to pro-
vide continuing facilitative sup-
port.

work-team organjzation is responsible
for completing an assigned objective
within cost and profit or benefit goals,
and to established
objective is usually one requiring spe-
cial management attention and empha-

standards. The

sis over a relatively long period of
time. Projects lasting only a few
weeks, however, can be accomplished
with a minimum of disruption by
teams or task forces.

David Cleland compares the work

47



THE AUDIT TEAM

team to the functional approach as
shown on page 47.

The work-team approach can pro-
vide the arrangement, emphasis, and
conirol necessary to counteract any
weaknesses, functional or otherwise,
that could impair successful comple-
tion of the assignment.

Evolution

One problem that management has
had in adjusting to the philosophy of
the team approach Is its frequent fail-
ure to understand it. The concepts of
the work team are still evolving. Stages
have come and gone in which different
titles and degrees of responsibility
have been associated with the position
of the team manager.

The construction industry recog-
nized very early the need for a system
of management that called for a unify-
ing agent in the ad hoc activities in-
volved in the construction of one-time,
costly projects such as dams or free-
ways. With this base laid by construc-
tion, project management in the manu-
facturing of technical products evolved
naturally. When large manufacturing
contracts came to the airframe indus-
try, its members were quick to notice
the similarity and to develop a type of
project management well suited for
their own needs. Similarities between
heavy construction and airframe man-
ufacture may be noted. In both cases
there is a major job, substantially sep-
arate in itself, of finite duration, for

1 This chart which appeared in David 1. Cleland’s
article, ‘‘Understanding Project Authority,” Business
Horizons (Spring, 1967), p. 66, is reprinted with per-
mission of Business Horizons and Professor Cleland.
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one or a very few customers, involving
something at least slightly different
from that which has been done before.

The need for a unifying agent in
these large projects was the motivation
for the development of a team- or proj-
ect-type organization superimposed on
the traditional and functional organi-
zational structure. Forerunners of proj-
ect managers were known as “project
expediters.” 2 They did not perform
line functions but instead informally
motivated those persons doing the
work. The project expediter’s main
concern was with schedules and he de-
pended upon his personal diplomacy
and persuasive abilities to remove ob-
stacles to the management process. He
was probably the earliest kind of
work-team manager.

Ranked above the project expediter
in terms of time and responsibility was
the “project coordinator.”® His role
in the organization was more formal
and was concerned with the synchroni-
zation of organizational activities di-
rected toward a specific objective in
the overall functional activities. His
limited independence was reflected in
his freedom to make decisions within
the framework of the overall assign-
ment objectives. He did not enter
actively into the management functions
outside of his particular organization.
The project coordinator had specific
functional authority in certain areas
such as budgeting, release of funds,
and release of authority to act as in
the dispatching function in the produc-
tion control environment.

< David 1. Cleland, “‘Project Management,”” Air Uni-
versity Review (January, 1965), p. 16.
3 1bid.



The project manager today is in
every sense a manager. He actively
participates in all of the organic func-
tions such as planning, organizing, di-
recting, and controlling the organiza-
tion around a specific assignment.
Many of the people who feel the force
of his leadership are in organizational
units separate from the project manag-
er’s parent unit.

Environment

The work-team manager is in a
unique position. Because of the nature
of his authority and the great demands
put upon him by his superiors, he lives
in a matrix of decisionmaking. His
world is often overshadowed by clouds
of uncertainty, risk and crisis. He must
be in the frame of mind that Harry S.
Truman was in when he stated that
“the buck stops here.” He must meet
crises head on, resolve the problems,
and take the full responsibility for the
outcome of his decision. Continually
he has the decision of what to trade off
between. Should he sacrifice time to
save some cost, should he modify the
work plan to save some cost, should he
modify the plan to save some time, or
should he do nothing and hope for the
best?

Whatever he decides is the proper
course of action, it is imperative that
he avoid that crippler of so many proj-
ects, a loss of momentum. If an as-
signment ever gets bogged down, need-
less waste of both time and material
will be the result. The whole purpose
of the work-team approach is to effec-
tively organize a competent group of

THE AUDIT TEAM

individuals who are able to accomplish
a specific task in a given period of
time. That time period is usually de-
fined as the minimum period required
for the assignment. The sense of ur-
gency which usually permeates a
work-team assignment at its inception
must not be allowed to waver. The
manager must continually point out
the direction so that those in his orga-
nization will never lose sight of their
goal.

The sphere of activity in which the
team manager is engaged calls for a
modification of the traditional con-
cepts of superior-subordinate relation-
ships. His 1s the environment of the
professional and the perfectionist. He
must readily understand that it is the
analytical mind that produces the con-
cepts by which the project attains its
goal and at the same time that it is the
integrative mind that brings all of
these concepts into a systematic and
intelligible whole. For this reason
these professionals should be treated
as professionals. They should be given
minor supervision, adequate working
quarters, and privacy.

The major problem encountered in
working with the professional perfec-
tionist is time. In the completion of his
task the perfectionist cares little about
time schedules. He is proud of his re-
search, his work, and his accomplish-
ments and rarely will he understand
measures that seem to obviate the
perfection of his performance. The
manager has the responsibility of per-
suading these individuals to meet the
time requirements.

In dealing with professionals, it
should be understood that the obse-
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quious manager would lose their confi-
dence, trust, and support. A wise man-
ager invests time and effort in learning
the personal characteristics of each
man. He will tend to deal with them
individually in a helpful manner, yet
he must be firm and candid in giving
them feedback about both their techni-
cal and interpersonal performances.

Applicability to GAO

Generally, the team approach can be
effectively applied to a one-time under-
taking if it is (1) definable in terms of
a specific goal, (2) infrequent, unique,
or unfamiliar to the present organiza-
tion, (3) complex with respect to the
interdependence of the various parts of
the overall task accomplishment, and
(4) of great the
organization.*

Examples of GAO assignments on
which the audit team could be used
effectively are (1) assignments on
which work is to be done in a large
number of agencies, (2) large congres-
sional request assignments requiring
careful and detailed analysis as well as
rapid completion, and (3) unfamiliar
and complex assignments requiring
more skills and abilities than are
usually found in the traditional site
audit group, such as ADP specialists,
analysts, and

importance to

statisticians, systems

econometricians

4 C. JI. Middleton, “How to Set Up a Project Orga-
nization,”” Harvard Business Review (April, 1967},

p. 74.
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Assignments such as the above often
cannot be carried out effectively under
the functional organizational structure
for one or more of the following rea-
sons: First, organizational units are
often jealous of their “territorial
claims” and fight to promote and pre-
serve prerogatives rather than work to-
ward a unified organizational objec-
tive; frequent and
quicker decisionmaking is required on
such assignments and it is slowed by
the passing of intergroup problems
through all levels of the organization
which often delays or prevents impor-
tant decisions from being made; third,
the total perspective of an assignment
is lost among functional groups; and
fourth, functional groups performing
repetitive tasks often lack the flexibil-
ity, responsiveness, and skills neces-
sary for coping with new and rapidly

second, more

changing assignment requirements.
The work- or audit-team approach is
not a panacea, however. It appears to
be most effective when the number of
individual skill categories to produce a
given result is large, when top manage-
committed to McGregor’s
perspective,’

ment is
Theory Y managerial
and where many professionals are ex-
pected to exercise considerable discre-
tion.

5 Douglas McGregor’s Theory Y is a managerial
perspective which presumes that people are inherently
industrious and creative and that they want to make a
This contrasts with Theory X which
states that most workers are lazy, irresponsible, and

contribution.

untrustworthy, and that they require close supervision
if results are to be achieved.
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Comprehensive Survey of a
Government Agency

The Comptroller General, in a recent speech, stated that
surveys should allow us to be selective in choosing areas for
detailed review and avoid situations where we would be
chasing rabbits when we might be chasing elephants or bears.
The survey described was used to sort out the elephants and the
bears from the rabbits at the Food and Drug Adminisiration.

The Agency

The Food and Drug Administration
(FDA) is a constituent agency of the
Depariment of Health, Education, and
Welfare _IHEW). FDA is administered
by a Commissioner under the direction
of the HEW Assistant Secretary for
Health and Scientific Affairs. The
Commissioner is charged primarily
with the administration of the Federal
Food, Drug, and Cosmetic Act (21
U.S.C. 301), as well as portions of
nine other acts.

FDA has implemented programs
under this legislation to attempt to
achieve what it considers as its basic
mission—consumer  protection.  Its
activities are directed toward protect-
ing the public health by insuring that
foods are safe, pure, and wholesome;

drugs and devices are safe and effec-
tive; cosmetics are harmless; products
are honestly and informatively labeled
and packaged; dangerous household
products carry adequate warnings for
safe use and are properly labeled; and
interstate travelers are afforded ade-
quate levels of sanitation and control

of health hazards.

The Environment

In 1960, the moneys appropriated to
FDA totaled about $14 million and by
1972 had increased nearly seven-fold
to about $100 million. (The Presi-
dent’s budget message for fiscal year
1973 requested $144 million for
FDA.} During this period, interest in
consumer protection vaulted FDA into
the national spotlight. The (Senator)

Mr. Keleti is a supervisory auditor in the Manpower and Welfare Division. He holds a
Bachelor of Science degree in accounting from Saint Joseph’s College, Philadelphia,
Pa., and has done graduate work at the American University. Mr. Keleti is a member
of the Federal Government Accountants Association.
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Kefauver hearings on drug efficacy in
the early 1960’s and the thalidomide
episode which resulted in the birth of
deformed babies atiracted the attention
of the Congress and the Nation. More
recently, other
“scares” such as mercury contamina-
tion in swordfish and tuna, and poly-
chlorinated biphenyls in medicated
feeds, made the public wary of the
effectiveness of FDA’s consumer pro-
tection. Consumer interest in FDA
probably reached its peak in the sum-
mer of 1971 with the tragic death of
an individual who had eaten the con-
tents of a can of vichyssoise soup con-
taining botulism.

Until mid-1970, GAO had not as-
signed a permanent staff to audit FDA.
Limited work had been performed, pri-
marily by the Washington Regional
Office to review accounting methods
used in establishing fees for certain

several consumer

testing services performed by FDA on
a reimbursable basis and to respond to
specific congressional requests.

with  the
growth and complexity of the food,

However, increasing
drug, and cosmetic industries, and the
increased consumer interest in these
products, the Congress more and more
turned its attention to the policies, pro-
grams, and actions of FDA. Because of
the growing interest of the Congress
and the public, the time appeared ripe
for GAO to take a look at FDA activi-
ties.

The Survey Begins

A Civil Division assistant director

was initially assigned responsibility
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One
staff member was assigned in May
1970 to compile background informa-
tion on the agency’s programs and
activities. It became readily apparent
that the limited staff would be unable
to gain, within a reasonable period of
time, a total view of the many and
diverse activities for which FDA is
responsible. The Detroit and Boston
regional managers made staff available
to conduct, together with the Civil Divi-
sion staff, an in-depth survey of all
programs and activities of FDA. In
September 1970, the participating
staffs held a meeting at FDA head-
quarters in Rockville, Md., to discuss
the scope of the survey, obtain agree-
ments as to staffing, and identify areas
of responsibility.

The overall objective of the survey
was to relate FDA’s programs to the

for reviews of FDA activities.

objectives of the authorizing legisla-
tion to determine if FDA was imple-
menting the legislation as intended by
the Congress. We decided to undertake
a comprehensive survey of the legisla-
tion, policies, programs, and proce-
dures of FDA to obtain a base of
knowledge that would be beneficial for
planning purposes. The survey was
planned accordingly to identify those
FDA programs and activities which
appeared to have potential for future
audit work and to assist the Office in
establishing priorities for conducting
detailed reviews. We established this
as the first goal of the survey.

We stressed the importance of hav-
ing each staff obiain and retain suffi-
cient knowledge about FDA to carry
out the necessary detailed examina-
tions as a second goal. Both regional



offices agreed to commit no less than
two staff members to FDA’s assign-
(2-3
years). We recognized that the survey
would require the expenditure of sev-
eral hundred man-days but believed
that the mounting congressional and
public interest in FDA warranted such
an expenditure.

A close working relationship be-
tween the participating staffs would be
essential during the entire survey, so
we encouraged extensive use of the tele-
phone and frequent personal contact

ments on a long-term basis

between participating staffs to resolve
questions as they arose. To supplement
these contacts, progress reports were
exchanged between regions. Also, a
midsurvey meeting was arranged to
discuss information obtained and to
exchange points of view on potential
audit areas.

The survey included the activities of
each of the four bureaus of FDA—the
Bureau of Foods, the Bureau of Drugs,
the Bureau of Veterinary Medicine,
and the Bureau of Product Safety. To
facilitate coverage of FDA’s activities,
we divided its responsibilities into five
major areas of emphasis—foods, drugs
and devices, product safety, veterinary
medicine, and fair packaging and la-
beling. In each of the areas various
activities were identified on which we
wished to obtain information.

The survey was conducted at FDA
headquarters in Rockville, Md., and
Washington, D.C., by Civil Division
staff, and by the Boston and Detroit
Regional Offices at two selected FDA
district offices—Boston, Mass., and De-
troit, Mich.

SURVEY OF A GOVERNMENT AGENCY

Role of Boston Regional Office

With the objectives clearly in mind,
the Boston staff began the survey at
the FDA Boston District Office, com-
piling data on 29 programs relating to
three major areas of FDA activity—
foods, product safety, and veterinary
medicine. Although most of their work
could be performed at the district
office level, the Boston staff also visited
the FDA headquarters in Rockville on
numerous occasions to obtain supple-
mentary data and FDA headquarters’
policies on certain matters. The Boston
and Civil Division stafls also kept in
constant communication by telephone.
This assisted both staffs in obtaining
the total story on each of the activities
under review.

One of FDA’s prime responsibilities
is to insure that foods are safe, pure,
wholesome, and nutritionally adequate.
FDA carries out this mandate primar-
ily through inspection of food plants
for such potential problem areas as
sanitation, salmonella, and microbio-
logical contamination. To become fa-
miliar with the type of inspections per-
formed by FDA and with the proce-
dures and techniques used by FDA,
the Boston staff accompanied FDA
inspectors on inspections of food and
fish manufacturing plants. This on-
the-job experience gave the Boston
staff not only a firsthand view of the
type of work performed by FDA
inspectors, but also a feel for the sani-
tary conditions of the plants. To read
about “dirty” plants in FDA inspec-
tion reports was one thing, but to
actually see rodents crawling through
raw materials or around finished prod-
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ucts certainly put things in perspective
for the Boston staff.

The Boston staff also spent 2 weeks
at the Bureau of Product Safety’s
headquarters in Cincinnati, Ohio, to
obtain information about the Bureau’s
programs.

Role of Detroit Regional Office

The Detroit staff, with responsibility
for reviewing activities of the Bureau
of Drugs and implementation of the
Fair Packaging and Labeling Act, set
out to obtain data on 20 different pro-
grams at the FDA Detroit District
Office. Like their Boston counterparts,
the Detroit staff periodically visited
FDA headquarters and kept in con-
stant communication with the Civil Di-
vision stafl.

As the name of the agency implies,
food and drugs are the two main bul-
warks of FDA. As Boston was solely
responsible for food activities, the De-
troit staff was assigned sole responsi-
bility for the complex area of drugs.

As in the foods area, the FDA moni-
tors the activities of drug establish-
ments primarily through inspections of
plants, supplemented by the collection
and analysis of drug samples. The De-
troit staff accordingly arranged to
accompany FDA inspectors to a num-
ber of drug firms to obtain a firsthand
view of drug inspections.

Role of the Civil Division

The Civil Division staff, when not
responding to requests from the two
regional offices for information, care-
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fully researched the legislative history
of the 10 pieces of legislation which
provided the basis for FDA’s programs
and activities. Because certain FDA
programs were centralized in FDA
headquarters, the Civil Division staff
also obtained information about cos-
metics, medical devices, and premarket
clearance of drugs and participated in
inspections of food and drug plants by
the FDA Baltimore District Office for

orientation purposes.

Midsurvey Meeting

A midsurvey meeting of the three
staffs was held at FDA headquarters in
Rockville, Md., in January 1971. Since
each staff had been intensely involved
in learning about FDA’s operations for
about a 4-month period, we believed
they would benefit from an exchange
of information on their progress.

At this meeting each staff identified
the FDA programs they had reviewed,
discussed the objectives of each of the
programs, and tentatively identified
potential audit areas. In addition,
agreement was reached on the format
of an internal planning document to be
prepared at the conclusion of the sur-
vey and on the responsibilities as-
signed to each of the staffs.

The following schedule presents a
brief outline of the planning document
and identifies the responsible staff.

The heart of the planning document
was to be chapter IV—the identifica-
tion of those areas which appeared to
warrant detailed review. We agreed
that all work would be completed by
the end of February 1971 and that a
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Chapter

I Introduction
A. Objectives
B. Scope

I Background Information
Organization

IIT Legislative Authority

IV Synopsis of potential areas

V Foods
A. General statement
B. Areas audited during survey
1. Identification of area

3. Conclusions, opinions
4. Recommendations

to the above section.)

VI Drugs
VII Product Safety
VIII Fair Packaging and Labeling
IX Veterinary Medicine
X Cosmetics
XI Medical Devices

A. General statement of responsibilities
B. Analysis of 10 major statutes concerning FDA

A. Brief description of potential audit areas
B. General trends of activity which cross areas of responsibility
C. Time frame for performing detailed reviews

2. Observations, findings, etc.

(Each of the remaining chapters were to contain parts A and B identical

XII Investigational New Drugs/New Drug Applications

Responsible
Staff

Civil

Civil

Civil

Civil
Boston
Detroit

Boston

Detroit
Boston
Detroit
Boston
Civil
Civil
Civil

final meeting would be held early in
March 1971 to discuss potential audit
areas identified by each of the three
staffs and to assign priorities for
accomplishing detailed reviews. We
agreed that each of the two regional
offices would, upon completion of the
survey, undertake one lead region as-
signment immediately and undertake a
second lead region assignment 1 month
later.

In early March, the final meeting

was held at FDA headquarters. Each

staff discussed the potential audit areas
they had identified and were critiqued
in turn by the other two staffs. We
agreed on seven potential areas war-
ranting detailed review and established
priorities for undertaking the assign-
ments. The plan was presented to the

responsible associate and assistant
directors for approval.
We decided that one additional

meeting should be held at the end of
March 1971 to brief the Commissioner
of the Food and Drug Administration

55



SURVEY OF A GOVERNMENT AGENCY

and his top staff on the spope and re-
sults of the survey and to discuss those
areas in which GAO intended to start
detailed reviews immediately. This
meeting was held on March 25, 1971.

We discussed the results of the sur-
vey and identified four areas for imme-
diate review: (1) sanitation conditions
of food manufacturing establishments,
(2) drug monitoring activities, (3)
legal problems affecting FDA’s regula-
tory activities, and (4) the national
shellfish sanitation program. Our pres-
entation was well received by FDA of-
ficials and has subsequently led to a
series of meetings between GAO and
FDA officials on each detailed review
undertaken.

The planning document was issued
in May 1971 and stands today as a
comprehensive summary document of
the Food and Drug Administration’s
programs and activities.

Conclusions

The 1,400 man-day expenditure by
the Civil Division and the Boston and
Detroit regional offices constituted a
rather large investment.

Here was an agency on which GAO
had little Although a
small budget agency—$100 million
was appropriated for fiscal year 1972

information.

—the consumer protection activities of
FDA affect the lives of every person in
the United States. In addition, strong
congressional interest in the area of
consumer protection, as well as the in-
terest of consumer advocate organiza-
tions, dictated that GAO take a close
look at FDA.
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As an alternative approach often fol-
lowed by GAO, we could have identi-
fied a few programs for survey and
started detailed reviews on the most
promising. Or we could have taken one
of the four FDA bureaus, surveyed its
activities, and started detailed reviews
on the most promising. But would ei-
ther of these approaches have identi-
fied those areas administered by FDA
which needed our priority attention?
With the limited staff with which GAO
operates, shouldn’t we establish priori-
ties and identify those areas which are
the most significant and where we can
best utilize our manpower?

Of course the answer to the latter
question must be affirmative. The com-
prehensive survey of FDA enabled
GAO not only to become totally famil-
iar with the operation of the agency,
but also to pinpoint significant areas
for review which would most benefit
the agency, the Congress, and the
public.

As reported in The GAO Review
(Winter 1972), the Comptroller Gen-
eral, in addressing the 7th Interna-
tional Congress of Supreme Audit In-
stitutions in Montreal, Canada, stated
that preliminary surveys:

* * * should be made to obtain necessary
background ‘and other working information
for use in making the audit. I would like to
add here simply that what this amounts to
is that, to save time in the long run, we
can be more selective and thus avoid situa-
tions where we would be chasing rabbits
when we might be chasing elephants or
bears.

In my opinion, the comprehensive
survey of FDA allowed us to identify
elephants and bears rather than rab-
bits.



Recognition should be given to the
following individuals who participated
in the survey and contributed to its
success.

Civil Division

Dean K. Crowther, associate direc-
tor

Willis L. Elmore, assistant director

Morton A. Myers, assistant director

Stephen L. Keleti, supervisory audi-
tor

Gary L. Whittington, supervisory
auditor

Charles J. Miller, auditor

Watt P. Sammons, Jr., auditor

Boston Regional Office

Joseph Eder, regional manager

Louis Lucas, assistant regional man-
ager

Kenneth Croke, audit manager

Robert Bontempo, supervisory audi-
tor

Walter Dunbar, supervisory auditor

Edmund Kelley, auditor

SURVEY OF A GOVERNMENT AGENCY

Alfred Vieira, auditor

Detroit Regional Office

Charles H. Moore, regional manager

John A. Dowell, assistant regional
manager

Robert O. Gray, audit manager

Robert Rogers, supervisory auditor

Gerald H. Springborn, supervisory
auditor

Hi Barber, auditor

Norman Stein, auditor

David Rowan, auditor

Epitor’s NoTE:

As of May 1972, audit work on FDA as-
signments associated with information ob-
tained during the comprehensive survey has
resulted in:

—A report to the Congress on the dimen-
sions of insanitary conditions in the food
manufacturing industry (B-164031(2),
Apr. 18, 1972).

—Three reports to the Congress in process.

—Five reviews in initial stages.

—Two reports to congressional commit-
tees pursuant to requests for reviews.

—Three detailed reviews in process pur-
suant to congressional requests.
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Harold S. Morse

1887-1972

Harold S. Morse, one of the first
assistant directors in GAQ’s Corpora-
tion Audits Division, passed away on
May 2, 1972, at his home in Wolfe-
boro, N.H., at the age of 85. Mr.
Morse was one of the many members
of the public accounting profession
who responded to Comptroller General
Lindsay Warren’s call for help in orga-
nizing the Corporation Audits Divi-
sion, established pursuant to the
George Act, approved February 24,
1945. That act—later superseded by
the Government Corporation Control
Act of December 6, 1945-—placed
upon GAOQ responsibility for auditing
the financial transactions of all Gov-
ernment corporations in accordance
with the principles and procedures ap-
plicable to commercial corporate trans-
actions.

Prior to joining GAO on July 30,
1945, Mr. Morse had 40 years’ experi-
ence in public accounting. Thirty of
these were with Scovell, Wellington
and Co., where he was a general part-
ner. He started in the accounting field
at age 19. At age 21 he and two others
formed a partnership in New York
City which, after 6 years, was com-
bined in 1914 with the practice of
Scovell, Wellington and Co. when that
firm opened a New York office. Mr.
Morse was in charge of the New York
office for many years. C. Oliver Wel-
lington, senior partner, described Mr.
Morse’s knowledge of accounting and
auditing as outstanding, and his abil-
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ity to evaluate the work of subordi-
nates as exceptional.

Except for two brief interludes, Mr.
Morse continued with the Corporation
Audits Division until it became a part
of the Division of Audits which was
established on January 18, 1952. He
retired from GAO shortly thereafter on
May 10, 1952.

Mr. Morse’s experience in selecting
personnel for the New York account-
ing firm was put to use immediately
upon his joining GAO. Having this ex-
perience and being one of the first of
the division’s original directorate to
report for duty, he immediately took
on the task of interviewing applicants
for positions with the new division.
After sufficient staff was assembled to
make a start on the initial audits, Mxr.
Morse led a contingent to the Canal
Zone to make the first audit of the
Panama Railroad Company under the
George Act. The first report, covering
fiscal years 1945 and 1946, contained
several recommendations for improv-
ing the Company’s operations and
accounting. All of these recommenda-
tions were adopted. Mr. Morse also su-
pervised the audits of the Company for
1947 and 1948.

The Company, originally incorpo-
rated under New York law, had to be
reincorporated under Federal law to
continue in existence. Mr. Morse con-
tributed heavily toward drafting the
Federal charter granted on June 29,
1948. Also, he served for 3 months in



1949 as a special consultant with the
Bureau of the Budget in connection
with the Bureau’s study of a proposed
reorganization of the Company and
the governmental agency known as the
Panama Canal. Under the reorganiza-
tion act, approved September 26, 1950,
the Company was renamed the Panama
Canal Company and assumed all busi-
ness activities formerly conducted by
the Panama Canal organization, in-
cluding operation of the
Canal.

In 1949 Mr. Morse was assigned the
task of developing GAO’s program
under section 206(c) of the Federal
Property and Administrative Services
Act of 1949. That section requires

Panama

HAROLD S. MORSE

GAO to audit all types of property
accounts and transactions in accord-
ance with generally accepted principles
of auditing. He established a field
office of the Corporation Audits Divi-
sion in New York City in 1951. That
office, one of four established through-
out the couniry, was abolished when
the Division of Audits was formed.

Mr. Morse’s son, Edwin H., who
survives him and is now in public
accounting practice in California, also
served in the Corporation Audits Divi-
sion.

John C. Fenion,

Assistant Director,
Manpower and Welfare Division
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Federal Expenditure Controls—

1860 Style

Mark Twain’s self-styled record of “variegated
vagabondizing” known as Roughing It is not the kind
of literature in which one would expect to find any
reference to the Federal Government’s compiroller function.
But there is one, growing out of Twain’s experience as
private secretary to his brother who was Secretary
of the Nevada Territory. (Nevada was a territory from

1861 to 1864.)

The Review is indebted to David Hanna, assistant regional
manager, Chicago, for calling attention to the following
picturesque passages on Federal expenditure “control”
in the 1860’s by the Comptroller of the Treasury,
an organizational ancestor of the Comptroller General.

Nothing in the world is palled in
such impenetrable obscurity as a U.S.
Treasury Comptroller’s understanding.
The very fires of the hereafter could
get up nothing more than a fitful glim-
mer in it. In the days 1 speak of he
never could be made to comprehend
why it was that twenty thousand dol-
lars would not go as far in Nevada,
where all commodities ranged at an
enormous figure, as it would in the
other territories, exceeding
cheapness was the rule. He was an of-
ficer who looked out for the litile ex-
penses all the time. The Secretary of
the territory kept his office in the bed-
room, as | before remarked; and he
charged the United States no rent al-
though his “instructions” provided for
that item, and he could have justly

where

taken advantage of it {a thing which I
would have done with more than light-
ning prompiness if I had been Secre-

60

tary myself). But the United States
never applauded this devotion. Indeed,
I think my country was ashamed to
have so improvident a person in its
employ.

Those ““instructions” (we used to
read a chapter from them every morn-
ing, as intellectual gymnastics, and a
couple of chapters in Sunday-school
every Sabbath, for they treated of all
subjects under the sun and had much
valuable religious matter in them along
with the other statistics)—those “in-
structions” that pen-
knives, envelopes, pens, and writing-
paper be furnished the members of the
legislature. So the Secretary made the
purchase and the distribution. The
knives cost three dollars apiece. There
was one too many, and the Secretary
gave it to the Clerk of the House of
Representatives. The United States
said the Clerk of the House was not a

commanded



“member” of the legislature, and took
that three dollars out of the Secretary’s
salary, as usual.

White men charged three or four
dollars a “load” for sawing up stove-
wood. The Secretary was sagacious
enough to know that the United States
would never pay any such price as
that; so he got an Indian to saw up a
load of office wood at one dollar and a
half. He made out the usual voucher,
but signed no name to it—simply ap-
pended a note explaining that an In.
dian had done the work, and had done

it in a very capable and satisfactory

EXPENDITURE CONTROLS—1860 STYLE

way, but could not sign the voucher
owing to lack of ability in the neces-
sary direction. The Secretary had to
pay that dollar and a half. He thought
the United States would admire both
his economy and his honesty in getting
the work done at half price and not
putting a pretended Indian’s signature
to the voucher, but the United States
did not see it in that light. The United
States was too much accustomed to em-
ploying dollar-and-a-half thieves in all
manner of official capacities to regard
his explanation of the voucher as hav-
ing any foundation in fact.

Value of Questioning

* ok ¥

there is nothing, nothing, that so clears the mind of the gov-

ernment official as the knowledge that he is going to be subject to

cross-examination * * *,

Judge Harold Leventhal

District of Columbia Circuit Court, U.S.
Court of Appeals

Speaking on “The Lawyer in Government,”

during the GAO 50th anniversary lecture
series, October 15, 1971.
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GAO’s Legislative Digest Section

An important part of the work of
every member of GAQ’s professional
staff is to be well informed on the laws
and related legislative history applica-
ble to the Federal programs, activities,
and operations that concern his work.
The Legislative Digest Section in the
Office of the General Counsel accumu-
lates and maintains files and records
which contain such information.

The Section is the repository for
histories on almost every public law
enacted by the Congress since 1921.
Most of these histories are fairly com-
plete from 1935. Attorneys, accoun-
tants, and auditors alike find them an
invaluable aid in determining congres-
sional intent.

The method used by the Section in
compiling these histories has served as
a model for other Government agencies
establishing The
method is unique in that either the
amendments or notations of the
amendments are filed with the basic
law. This facilitates research because
references to all the required material
are in one place. A subject and cita-
tion index to public laws is compiled
at the conclusion of each session of
Congress.

The Section also maintains a file on
every bill introduced in Congress. The
bills are indexed, prior history on the
legislation is located and filed with the
new bill, and every subsequent action
or discussion on the bill is reflected in

similar services.
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the legislative folder. The Office of
Legislative Liaison and those attorneys
handling congressional requests are in-
formed of the content of and the
action taken on the legislation. Notifi-
cation of upcoming hearings and other
action on bills is essential to prompt
reporting to Congress of GAO views
on legislation.

The Section distributes bills, re-
ports, and hearings to the various op-
erating divisions and offices in accord-
ance with a predetermined listing of
areas of interest which is periodically
revised and updated. Accession reports
are made listing titles and reference
numbers of the material available in
the Section.

All hearings are scanned for refer-
ences io the Comptroller General or
GAO and, in the case of hearings on
appropriation bills, an excerpt of the
pertinent portion is reproduced and
distributed to those interested.

The Congressional Record is di-
gested daily. References to the General
Accounting Office are reproduced.
Action on legislation on the floor and
in committee is described and other
congressional comments of interest to
GAO are highlighted. The Congres-
sional Record is also clipped for inclu-
sion of pertinent material in the legis-
lative folders.

The Section also maintains a subject
file which contains material not specif-
ically related to a bill or public law.



The Legislative Digest Section is
headed by R. Boyce Harrill. The as-
sistant chief is Judith Hatter.

This section, the GAO Library, the
Index-Digest Section, and the Index

LEGISLATIVE DIGEST SECTION

and Files Section make up the Legal
Reference Services of the Office of the
General Counsel. The Chief of Legal

Reference Services is Loy S. Shuler.

Effectiveness Auditing

The ultimate aim of effectiveness auditing is to promote a better ful-
fillment of goals in public affairs. That is to say:

——agencies should be stimulated and provided with ideas for im-

proving effectiveness.

—the Government should get information on the effectiveness of
public undertakings and get an opportunity to follow up the
effects and results of the decisions made.

—the general public should get information on the results of gov-

ernment activities.

The effectiveness of government activities is scrutinized by auditing.

That is to say:

—analyses are made of agency performance.
—the result achieved by the agency is compared with the goals

and objectives set.

Lars Lindmark

Auditor General of Sweden,

Effectiveness Auditing in Government
Administration

The Swedish National Audit Bureau, 1971.
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The Watchdog Reports

In the 50th enniversary edition of the Review (Summer
1971), e special section was included under the above heading
containing selected excerpts from The Watchdog

about the comings and goings of some of the people who

left their mark on the GAO.

The Watchdog began publication in 1942 and is the monthly
newspaper of the GAO Employees Association. Since

1948 its publication has been the responsibility of

Carl C. Berger, Employee Relations Officer, Office of

Personnel Management.

For lack of space, it was not possible to include in the
50th anniversary issue of the Review all of the items worthy
of republication for the benefit of GAQ’s present professional
staff. For this reason, beginning with this issue, the

Review will continue this section from time to time to present
additional news items published over the years by

The Watchdog.

War Plaque
June 1948

The 29 heroes from the General
Accounting Office who lost their lives
during World War II are now perma-
nently honored with a bronze plaque.
The plaque is now mounted on the
wall near the main entrance of the 5th
and F Street Building.

The memorial was formally pre-
sented to the Office in a ceremony May
28 conducted by the GAO Employees
Association and the GAO Post No. 48,
American Legion, co-sponsors of the
ceremony, who also divided the cost of
the plaque. The idea for the plaque
was suggested by Virgil Potts of the
Employee Relations Section.
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In accepting the plaque, Mr. Frank
L. Yates, Assistant Comptroller Gen-
eral of the United States, said of the 29
heroes, “They were our representatives
in the armed forces . . . they were our
associates. . . . They are of us who
meet to honor them. . . .”

Over 200 persons attended the cere-
monies which were held after working
hours on the Friday before Memorial
Day in the rotunda of the Main Build-
ing. The ceremony was opened with
the advance of the colors carried by
G. 1. Henderson and Irene Corn, two
former servicewomen and members of

the GAO Legion Post.



New CPAs

December 1948

On December 7, the directorial staff
and supervisors of the Corporation
Audits Division were hosts at a dinner
honoring the members of the account-
ing staff who passed the November
1947 or May 1948 CPA examinations.
The affair was held in the Officers
Mess, U.S. Naval Gun Factory.

Theodore G. Freedlund, who has
conducted the general training courses
for the staff, introduced the following
new CPAs: Robert F. Brandt, John E.
Dorwart, Francis 1. Geibel, James H.
Hammond, David M. Kramer, Francis
W. Lyle, Elmer W. Muhonen, Rudolph
F. Olson, Leo Schimel, Ray M. Theu-
ret, R. Scott Tyree, Harvey C. Wright
and Francis J. Conroy (now with
Accounting Systems Division).

Other guests included Joseph G. Mo-
tyka, Secretary and Treasurer of the
District of Columbia Institute of Certi-
fied Public Accountants; John F. Fee-
ney, FExecutive Officer; Frank H.
Weitzel, Assistant to the Comptroller
General; T. A. Flynn, Director of Per-
sonnel; Ralph E. Casey, Associate
General Counsel; and O. K. Blan-
chard, Office of the General Counsel.
All of these guests had encouraging
words and congratulations to express
to the new CPAs.

In addition, Henry S. Owens, Mem-
ber of Council, American Institute of
Accountants, discussed the history, or-
ganization, and functions of the Ameri-
can Institute of Accountants and the
benefits which accrue to its members.
Assistant Director in Charge of Staff,
0. Gordon Delk, was the toastmaster.

WATCHDOG REPORTS

Joint Program for
{mproving Accounting Announced

January 1949

The broad outlines of a continuing,
Government-wide program to improve
Federal accounting and financial re-
porting were announced jointly Janu-
ary 13, by John W. Snyder, Secretary
of the Treasury, Lindsay C. Warren,
Compiroller General, and James E.
Webb, Director of the Bureau of the
Budget.

The General Accounting Office, the
Treasury Department, and the Bureau
of the Budget, as the three central
fiscal agencies of the Federal Govern-
ment, are taking the lead in the joint
program, with participation by repre-
sentatives of all departments and agen-
cies.

Work on the project has been un-
derway for the past year, much of
which concerned  the
accounting problems of the individual
agencies. The general policies and
objectives which will govern future
work on the project were set forth in a
joint statement by Secretary Snyder,
Mr. Warren, and Mr. Webb. The state-

ment points out:

necessarily

“Better accounting and financial re-
porting is an integral part of a broad
program to improve efficiency and at-
tain economies in the management of
the Government’s operations.

“The growth in size and diversity of
the activities of the Federal Govern-
ment and the need for better manage-
ment have intensified the need for de-
velopment of more timely, meaningful,
and useful financial
Accounting, as the most important

information.
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method of providing financial informa-
tion, has not kept pace with the many
and varied demands thrown upon it.
On the other hand, management has
not always given the necessary recog-
nition to the importance of the
accounting function.

“Improvement in accounting and fi-
nancial reporting is needed to guide
management in all areas of administra-
tion, to give the Congress and the citi-
zen a clear picture of what happens to
the tax dollars invested in Government,
and to reflect the effect of Government
operations on the economy of the Na-
tion.”

It was also pointed out that the Gov-
ernment’s accounting problem is com.
plicated by the fact that not only indi-
vidual administrative agencies but also
the President and his staff agencies,
the Treasury Department, General
Accounting Office, and the Congress
each have interests and needs to be
served by accounting results, In addi.
tion, the general public is entitled to
adequate and understandable presenta.
tion of the Government’s financial con-
dition and operations. An accounting
policy for the Government must, there-
fore, take into consideration and rec-
oncile as far as possible, all these view-
points,

LR

The Secretary of the Treasury,
Comptroller General, and Director of
the Budget emphasized that the joint
program embodies their
agreement that:

1. The maintenance of accounting

complete

systems and the producing of fi-
nancial reports are and must con-
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tinue to be functions of the exec-
utive branch.

2. There must be an audit inde-
pendent of the executive branch
which will give appropriate rec-
ognition to necessary features of
internal audit and control. Prop-
erly designed accounting systems
are a vital factor to the effective-
ness of such independent audit.

3. Full opportunity is to be af-
forded to the executive branch
for participation in the develop-
ment of accounting systems as an
essential to meeting the needs
and responsibilities of both the
legislative and executive
branches in the establishment of
accounting and
quirements.

Summing up, they said:

“The successful prosecution of this
joint program will give the President
better management in the executive
branch, the Congress better informa-
tion and bases for acting upon appro-
priations and other legislation, and the
public a clearer picture of the financial
condition and operations of the Fed-
eral Government.”

reporting  re-

H. S. Morse Leaves GAO

May 1949

Harold S. Morse, an Assistant
Director of the Corporation Audits Di-
vision, has resigned to take effect as
soon as his present assignments are
completed. At a dinner party, given by
members of the staff who had worked
for him on the Panama Railroad au-
dits, Mr. Morse was presented with a
silver ice bucket.



He was one of the first members of
the organization and originally
planned to stay only until the organi.
zational phase was past. Although he
had considered leaving at an earlier
date, he has stayed on at the urgent
request of the Division.

Mr. Morse was a partner of the
accounting firm of Scovell, Wellington
& Company and had retired from that
organization at the time that the Amer-
ican Institute of Accountants, in coop-
eration with the Comptroller General,
called upon members of the profession
to assist in the establishment of an or-
ganization to audit Government corpo-
rations.

Mr. Morse was one of the first to
volunteer his services. It is in keeping
with the spirit and interest he has
shown in the development of the Cor-
poration Audits Division that he has
consented to return and assist from
time to time as he is called upon.

Article by
Comptroller General Warren

June 1949

“A vast number of Federal bureaus
should be the object of a vigorous,
uncompromising, but scientific and
discriminating  application of the
bush-ax treatment,” according to Lind-
say C. Warren, the Comptroller Gen-
eral of the United States, in an article
which appeared in the “American
Magazine.”

“In 20 years Government divisions
and units have increased from some
300 or 400 to as high as 1,816 (de-
pending on who counts them)

with the heads . . . fighting fiercely to
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protect their jobs, their departments,
their red tape, their functions, and
their right to spend in their own way
the taxpayers’ money.”

Mr. Warren pointed out that as
Comptroller General he was “con-
cerned at the amount of waste, extrav-
agance, and duplication which shows
up in many quarters, and most espe-
cially at the tenacity with which the
bureaus continue their jobs and their
spending after there is no longer any
need for them.”

He also pointed out that “estimates
of extraordinary savings from reorga-
nization must be taken with a grain of
salt, for reorganization is more than
the reshuffling of agencies. It is also
the abolition of the useless and out-
moded function, and it should bring to
light those far too many cases existing
where the function itself must be con-
tinued but where the staff “working”
on the job is far too great to do what
may be needed. Everybody knows that
some Government agencies are over-
manned and, like sin, everybody is
against it. But putting the finger on
the particular spot is a task for the
expert.”

The state of affairs at present consti-
tutes a danger, according to Mr. War-
ren: “We have reached a crisis in gov-
ernment. 1f Congress and the President
are now unable to put through an hon-
est, widespread, and effective reorgani-
zation, they and the taxpayers might
as well surrender unconditionally. If
the bureaucrats win again, as they
have before, we might as well concede
that we are through. We shall be
forced to confess that governmental af-
fairs cannot be conducted on a busi-
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nesslike basis, that we cannot set up
clean-cut operational systems, eliminate
red tape, or promptly discharge de-
partment heads who put their own in-
terests above those of the taxpayers.”

Mr. Warren urged that administra-
tors change their point of view “to-
ward the money Congress gives them
to spend. Too many bureau heads
actually believe that appropriations be-
long to them and they must spend
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every cent, even though it may take
superhuman planning to be extrava-
gant enough to get rid of it all.”

Mr. Warren concluded his article
with a remark made by Thomas Jeffer-
son in 1802: “Let us deserve well of
our country by making her interests
the end of all our plans and not our
own pomp, patronage, and irresponsi-
bility.”
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SPEECHES

Problems in Revenue Sharing

Elmer B. Staats, Comptroller Gen-
eral, speaking on
Cooperation: Washington, California,
Los Angeles,” to the Town Hall of Cal-
ifornia, Los Angeles, March 7, 1972:

More than two-thirds of the $44 billion
proposed in the budget for 1973 for as-
sistance to State and local governments in
1973 will be spent in, or affect directly,
metropolitan areas—an increase of over $17
billion just in the last 4 years, mainly for
law enforcement and public assistance.

A portion of the total proposed outlays
for aid to State and local governments is in
the form of sharing of Federal revenues.
This has been a controversial proposal, par-
ticularly the concept of turning Federal rev-
enues over to State and local authorities with
no stipulations or requirements as to how
they may be used and no accountability to
the Federal Government as to how they are
spent.

President Nixon has argued in effect that
general revenue sharing would place greater
responsibility on local governments to de-
termine how governmental programs largely
financed by Federal appropriations should
be carried out. His message to Congress on
this subject concluded, in his words, that
“the crucial question is not where the money
comes from but whether the official who
spends it can be made to answer to those
who are affected by the choices he makes.”

This is a vastly different concept of ac-
countability for the expenditure of Federal
funds than has existed in the past. The
normal process by which the Congress

“Achieving Better

authorizes the purposes for which funds are
spent, appropriates funds, and then provides
oversight as to the efficiency and effective-
ness with which the funds are spent would
be bypassed.

Congressman Wilbur Mills, chairman of
the House Ways and Means Committee, has
introduced his own bill in which an attempt
is made to strengthen the accountability as-
pect. His bill is an improvement in some
respects over the administration’s bill but
I do not believe that either provides for ade-
quate accountability to the Congress or to
the executive branch.

While it seems likely that the Congress
sooner or later will approve some kind of
revenue sharing procedure, providing more
and more money in this form does not seem
to me to be an adequate answer to the
gnawing problems of our society. We need
to make sure that we use the money in ways
that will best contribute to correcting its
basic problems. But, most importantly, we
should never lose sight of the basic point—
at the very heart of our tradition of ac-
countability in the democratic process—that
those who tax must also be held to account
for the effectiveness with which tax funds
are spent.

Value of Independent Audit

E. H. Morse, Jr., Assistant Comp-
troller General, speaking on “Financial
Management Activities in the U.S.
before the
Management Institute of the Federal

Government,” Financial

Institute of Management, Federal Gov-
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ernment of Canada, Ottawa, Ontario,
Canada, March 15, 1972:

I do not think I need to compound ex-
amples further to illustrate that auditors
can contribute greatly to efficiency in the
public service. In our case, we prepare al-
most 1,000 reports every year. These vary
greatly in significance, but they are all con-
cerned with some aspect of governmental
operation and administration together with
suggestions for improvement.

—They may identify opportunities to im-
prove procedures and save money.
—They may include evaluations of how
good a job is being done through the

spending of public funds.

—They may assess the validity of finan-
cial and statistical information used by
managers in their decisionmaking or re-
ported to the legislature and the public.

Over and above written reports, we have
thousands of continuing contacts with gov-
ernment officials, contractors, or grantees
and their operations and all of these may
involve constructive discussions and sugges-
tions, many of which never find their way
into written reports.

The values of independent governmental
auditing are measurable in financial terms
to some extent. Last year we identified some-
thing like $270 million that the U.S. Govern-
ment saved as a result of GAO audit activ-
ities. We tend to be conservative in these
measurements and, in any event, many sig-
nificant accomplishments are simply not
measurable in financial terms. In fact, we
consider that our greatest value lies in the
bare fact that our very operation, including
readiness to make audits and availability to
consult with operating officials and congres-
sional committees, promotes greater efficiency
and effectiveness in government operations
in a way that cannot be given a dollar
measure.
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Information Systems Priorities

William L. Campfield, associate
director, Division of Financial and
General Management Studies, speaking
on “Progress and Potential of Manage-
ment Accounting in the Federal Gov-
ernment,” at the Graduate Seminar in
Not-For-Profit Organizations, College
of Business Administration, University
of Denver, January 27, 1972:

It is commonplace that a decision can be
no better than the information upon which
the decision is based. It is also widely ac-
cepted that decisionmakers in the United
States are, for the most part, “data or fact
rich” and “information poor.” If these cir-
cumstances are only half as accurate as de-
picted they point up the need for manage-
ments, especially in the public sector, to
reorder their priorities in accounting and
related information systems development
work.

It may seem a mild heresy to tell some
accountants that the accounting system is not
necessarily the first or the most important
segment of an entity’s information system to
be considered.

Just as there is no magic alchemy for use
by public managers in determining which
programs and activities to tackle first, so
too is there an absence of a precise formula
for underscoring where the premier thrust
should be in accounting and related infor-
mation system development. Modern man-
agement accounting must necessarily reflect
the planning and control philosophy of an
entity’s top management. What data are to
be recorded, analyzed, and reported will de-
pend on what kind of information at what
point in time will be required by specific
responsible managers at each decision level
in order to make the most useful decision.



fhe amendment to the Defense Pro-
ction Act of 1950 passed in August
70 which provided for the establish-
bnt of the Cost Accounting Standards

tpgler Gen-

izbd hiptg.

T

I The law further specj
E additional members are to be from
E accounting profession; one is to be

to be from a Federal department or

Accounting Standards Board (Publie
Law 91-379) was passed by the Con-
gress following an 18-month study by
the General Accounting Office under-
he,
gress. In this sl
dards
dgi. The
oard was then incorporated in the
amendments to the Defense Production
Act, approved August 15, 1970 Funds
for the establishment of the Board were

On March 5, 1971, Mr. Staats.
Chairman of the Board, announced t}
the Board had selected Arthur Scho
haut as Executive Secretary.,

Mr. Schoenhaut has served the F

OVET I
w3 1)

of the Civil Division from 1964 to 194
Since 1967 he has been Deputy Con)
troller of the Atomic Energy Com
sion.

ency.

GAO Office of Federal Elections

New responsibilities for GAO relat-
ing to Federal elections were described
briefly in the Spring issue of the Re-
view. The Federal Election Campaign
Act of 1971 became effective on April
7, 1972.

So that candidates for Federal elec-
tive offices and political committees
would have the information necessary
to comply with the numerous require-
ments of this law, regulations and re-
porting forms were prepared by a
GAO task force and an initial mailing
of about 7,500 sets was made on April
3, 1972.

In transmitting these materials, the
acting director of the Office of Federal
Elections, L. Fred Thompson, stated:

The Federal Election Campaign Act of
1971 (Public Law 92-225), effective April
7, 1972, places specific limitations on the
amounts which candidates for Federal elec-
tive office may spend for use of communica-
tions media in their campaigns and requires
candidates and their supporting committees
to make certain reports to a designated
“supervisory officer”. Candidates for the of-
fices of President and Vice-President and
their supporting committees report to the
Comptroller General of the United States.

Political committees in existence on April
7, 1972, which have funds in excess of
$1,000, or anticipate contributions or ex-
penditures in excess of $1,000 in the cal-

approved recently by the Congress.

Mr. Schoenhaut received his B.

endar year, any portion of which will be
expended for election of a candidate for the
office of President or Vice-President, are
required to register with the Comptroller
General by April 17, 1972. Both candidates
and committees are required to file periodic
reports of receipts and expenditures on
March 10, June 10, September 10 and by
January 31 of each year, and to file pre-
election reports on the 15th and 5th days be-
fore each primary or general election, con-
vention or caucus, in which they participate.

The materials distributed included:

—Comptroller General’s Manual of
Regulations  and
This manual provides detailed in-
structions relating to the disclo-

Instructions.

sure of Federal campaign funds
for candidates for the office of
President or Vice President of the
United States and political com-
mittees supporting such candi-
dates. It includes guidelines of the
Federal Communications Commis-
sion on the use of broadcast and
cablecast facilities by candidates.
—~Committee Regisiration Form and
Statement of Organization. This
form, Comp. Gen. Election Form
1, is to be used by political com-
mittees which support any candi-
date or candidates for the office
of President or Vice President
and which anticipate contribu-
tions or expenditures of over
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$1,000 in any calendar year.

—TForms for Report of Receipts and
Expenditures for a candidate or
for a committee. These forms are
identified as Comp. Gen. Election
Forms 2 and 3.

—Booklet of Questions and Answers
pertaining to the Federal Election
Campaign Act of 1971. This
booklet contains 61 questions and
answers to assist candidates, polit-
ical committees, and others inter-
ested or concerned in understand-
ing the law, regulations, and re-
lated reporting requirements.

On April 14, the Comptroller Gen-
eral announced the limitations on
amounts which candidates for Federal
office may spend on communications in
the 1972 elections. The Federal Elec-
tion Campaign Act imposes a limita-
tion on amounts such candidates may
spend for campaign use of radio, tele-
vision, magazines, newspapers, bill-
boards, and telephones used for gen-
eral voter canvass purposes.

The dollar limitations are specified
as 10 cents multiplied by the voting
age population of the geographical
area covered by the particular election
(State, congressional district, or Na-
tion) or $50,000, whichever is greater.
The figure thus determined is then in-
creased by the percentage factor by
which the cost of living index for 1971
exceeded the 1970 index (4.3 percent).
The Comptroller General’s announce-
ment of the dollar amounts applicable
to each jurisdiction appears in Volume
37 of the Federal Register, page 7470.

On April 20, the Comptroller Gen-
eral, Elmer B. Staats, announced the

appointments of Phillip S. Hughes as
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director of the Office of Federal Elec-
tions and L. Fred Thompson as deputy
director (see pages 90 and 91).

Welfare Reform

In a message to the Congress on
March 27, 1972, President
termed the American welfare system a
“national disgrace” and called for leg-
islative action on House Bill 1, his ad-
ministration’s bill (passed by the
House in June 1971) to reform the
system. The section of the message on
administration and program integrity
presents the following strong indict-
ment of the “system” as presently op-
erated and the case for unified, nation-
ally administered payment procedures.

Nixon

Those who receive welfare, while they are
the most visible victims, are not the only
ones who suffer because of the myriad con-
fusions and contradictions of the present
welfare mess. The taxpayers are victims as
well, for they are paying for a program that
not only fails to accomplish its objectives,
but is virtually impossible to administer.

Welfare administration is woefully out-
moded in this country, with its 1,152 separ-
ate State and local welfare jurisdictions.
Although virtually all have the same basic
programs—Aid to the Blind, Aid to the Dis-
abled, Aid to the Aged, and Aid to Families
with Dependent Children—each operates
with its own_eligibility determination and
administrative methods.

In the administrative area, especially,
there is nearly an incomprehensible variety
of management philosophies, operating pol-
icies and methods, and personnel arrange-
ments. Only 20 percent of these jurisdictions
have automated management techniques.

Under such conditions, it is not surprising
that there are major management problems
which exacerbate the skyrocketing costs and
add to the growing public concern about
welfare. Moreover, because of current open



end financing arrangements, States and local-
ities have what amounts to a blank check
on the Federal treasury for this activity.

Thousands of dedicated people are doing
their best to operate this ponderous ma-
chinery. But this system has been patched
and repaired too many times. The frustration
of current State program managers has re-
sulted in very substantial support among
Governors and State weliare administrators
for Federal administration of the benefit
payments function.

In recent months we have documented the
failings of the current system, including the
absence of cross-checks of records in ad-
jacent areas, inadequate verification of in-
come and benefits from a variety of benefit
programs, and rapid turnover of personnel.

While decentralized management is highly
desirable in many fields and is indeed cen-
tral to my philosophy of government, I be-
lieve that many of these problems in welfare
administration can best be solved by using
a national automated payments system,
which would produce economies and con-
siderably increase both equity of treatment
and tightened administration.

Such a unified system—partially modeled
on the Social Security system—would reduce
errors and provide greater controls for fraud
and duplicate payments.

H.R. 1 would require each recipient to
have a social security number for identifica-
tion to prevent duplicate benefits and to
facilitate the receiving of recipient income
information from such sources as the Social
Security Administration, the Internal Rev-
enue Service, the Veterans Administration,
and other units.

National administration and standards
would also ensure equitable treatment for
individuals: they would no longer be subject
to conflicting rules in different areas, to
delays caused by back-ups, and to the con-
fusing tangle of red tape.

Under such a system, States and counties
would be freed to concentrate on social
services to recipients, making use of their
closer understanding of the needs of local
residents.

NEWS AND NOTES

Responsibilities of Auditor—
King County, Washington

The scope of authority and responsi-
bility of the auditor of King County,
Wash., who is located in Seatile, is as
broad and comprehensive as any we
have seen for any auditor in local gov-
ernment. The following information
comes from the Second Annual Report
of the King County Auditor’s Office to
the King County Council (January
1972).

Under the County’s Home Rule
Charter:

The County Auditor shall be appointed by
a majority of the county council, shall con-
duct, or cause to be conducted, a current
post audit of the financial operations of the
county government, shall review and report
to the county council concerning the effec-
tiveness and efficiency of the programs and
operations of the county and shall consult
with the county executive concerning the
accounting procedures to be used by the
executive branch. Annual audits shall con-
tinue to be performed by the state in ac-
cordance with general law.

In March 1970, the County Council
defined the county auditor’s responsi-
bilities as being:

1. To determine the extent to which legis-
lative policies are being faithfully, efficiently,
and effectively implemented by administra-
tive officials.

2. To determine whether County programs
are achieving their desired objectives. This
step may provide information on the need
for changing, deleting, or modifying pro-
grams or program elements through addi-
tional legislation.

3. To review both the administrative con-
trol and executive control systems as estab-
lished by the agency or department heads
and by the County Executive respectively, to
determine that such systems are adequate
and effective in accomplishing their objec-
tives.

73



NEWS AND NOTES

4. To hold responsible Executive officials
accountable to the Council for their use of
public funds and other resources put at their
disposal. This step involves not only an
examination of the financial statements and
of the legality of expenditures but also of
the prudence of expenditures and the eff-
ciency of the use of all resources including
the elimination of wasteful practices.

5. To investigate whether or not laws are
being administered in the public interest, to
determine if there have been abuses of dis-
cretion, arbitrary actions, or errors of judg-
ment; and to encourage diligence on the
part of administrative officials.

6. To submit reports to the Council re-
sulting from periodical post audits of each
department or account; to this end, he shall
have access to examine the books and ac-
counts of all County departments, officials
or employees charged with the receipt, cus-
tody or saiekeeping of public funds.

7. To give the information to the County
Council whenever required upon any sub-
ject relating to the financial affairs of the
County.

8. To make periodic reports to the Council
which shall include the following:

(a) To determine as to whether depart-
ments, officials and employees, in mak-
ing expenditures, have complied with
the will of the Council, State Laws,
and the State Constitution.

(b) To give information of plans as he
deems expedient for the support of
the County’s credit for lessening ex-
penditures, for promoting frugality
and economy in County affairs and
generally for an improved level in
fiscal management.

(¢) To report matters concerning the ef-
fectiveness and efficiency of the pro-
grams and operation of the County.

(d) To be empowered to take exception
to improper specific expenditures in-
curred by any department or person.

(e¢) To promptly report any irregularities
to the County Council.

The county auditor, Lloyd ¥. Hara,
was appointed for a 4-year term in

19609.
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Annual Report of the
Comptroller General

The Budget and Accounting Act,
1921, specifically requires the Comp-
troller General to submit to the Con-
gress a report each year summarizing
the work of the General Accounting
Office. This series of reports provides
the most convenient summarization of
the operations and accomplishments of
GAQO that is available and copies of
the report are fairly widely distrib-
uted.

The report for the fiscal year 1971
went to the Congress on January 18,
1972. The following are selected ex-
cerpts from the acknowledgements re-
ceived.

From Wilbur D. Mills, chairman of
House Committee on Ways and
Means:

The Report will be a useful item to us
and I am most appreciative of your thinking
of us. As always, when the need arises, we
will look forward to working with you and
your staff in gaining assistance.

From F. Edward Hebert, chairman of
House Committee on Armed Services:

I want to take this opportunity to express
to you my own appreciation, as well as that
of the other Members of the Committee and
the Committee staff, for the fine cooperation,
assistance, and support you and your staff
have given the Committee. You have an out-
standing team. As you know, we rely upon
your organization heavily and we know that
you will always be there to assist us and to
make an invaluable contribution to the work
of this Committee. We look forward to con-
tinuing this outstanding relationship during
this year and the years to come.

From J. W. Fulbright, chairman of
Senate Committee on Foreign Rela-
tions:



* % % Tt js an impressive document and
will be most useful to the Committee.

1 sometimes have a feeling of guilt at the
many requests we submit to you. But that
is the fault of your Agency. If your reports
were not so thorough and helpful, we
wouldn’t be seeking your assistance.

From George H. Mahon, chairman of
House Appropriations Committee:

If the General Accounting Office, as the
“watchdog” of Government administration of
expenditures, did not exist, Congress would
have to establish one tomorrow.

From John A. Blatnik, chairman of
House Committee on Public Works:

It underscores the tremendous contribu-
tion GAO is making to improve efficiency in
government operations and the savings to the
taxpayers which have resulted and will con-
tinue to flow from your strong, effective lead-
ership.

From Jack Brooks, chairman, Joint
Committee on Congressional Opera-
tions:

* * * Tt is impressive in the range of sub-
jeets covered and the measures recommended
to improve government operations.

From Leonard M. Savoie, Executive
Vice President of the American Insti-
tute of CPAs:

* % * T think you do a fine job on this

report. Each year’s report is more impres-
sive than its predecessor.

From William H. Lathem, Executive
Director, Society for Advancement of
Management:

It is a very significant volume and will
serve a most useful purpose in providing im-

portant information here at the International
Headquarters Office.

From Yasunobu Shiraki, President of
the Board of Audit, Japan:

I believe that it shows how G.A.O. has
been so active in the various fields and at
the same time it gives some suggestions for
our auditing activities.
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GAO Holds Government-Wide
Briefing on Coordination
of Data Banks

On March 23, 1972, members of the
Washington Regional Office met with
40 representatives from 20 major
agencies at the National Science Foun-
dation. The purpose of the briefing
was to elicit agency comments on the
need for a fully coordinated, Govern-
ment-wide automated information sys-
tem for ongoing research. Prior to the
meeting, a staff paper describing the
tentative, prereport findings was sent
to departments and agencies with a re-
quest to furnish the official response
within 30 days.

A slide presentation using “Vu.
graphs” designed by the regional office
staff illustrated the size of the problem,
congressional and executive office in-
terest in complete and reliable data on
research projects, the potential utiliza-
tion of a Government-wide system, and
GAO’s tentative proposals for achiev-
ing such a system. A demonstration of
an actual computer-based information
system through an on-line terminal
showed how
would be used and the type of ques-
tions it could answer.

the proposed system

Agency representatives sat at a large
oval conference table equipped with
individual microphones. This arrange-
ment facilitated the considerable
amount of discussion which dealt pri-
marily with the problems in implement-
ing the proposed system. The inter-
change of ideas aided GAO representa-
tives in adjusting the report recom-
mendations to gain optimum accept-
ance while still achieving the basic
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Agency representatives are briefed on progress and problems in coordinating information
systems for active research projects.

objective of fully coordinated, Govern-
ment data banks. In addition, the
official agency comments received 4 to
6 weeks later evidenced an understand-
ing of the subject that might not have
been present without the meeting. The
briefing and the ensuing discussion
should reduce the time for processing
the final report.

Washington Regional Office repre-
sentatives participating were: Hyman
L. Krieger, regional manager; Valdis
Karklis, audit manager; Ted Knapp,
Jr., audit supervisor; foseph Law and
Henry Hinton, auditors.

More Kudos

Continuing the presentation of ex-
cerpts from letters of appreciation for
the quality of assistance rendered by
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GAO staff members, the Review is glad
to quote the following.

From Representative John S. Mona-
gan, chairman of the Legal and Mone-
Affairs Subcommittee of the
House Committee on Government Op-
erations, February 10, 1972, to Baltas
Birkle, Resources
and Economic Development Division,
who testified before the subcommittee
on defaults on FHA-insured mortgages
in the Detroit area:

tary

assistant director,

The Subcommittee reiterates its apprecia-
tion for your cooperation and constructive
contribution to its record on this important
issue.

From Senator Abraham Ribicoff,
chairman of the Subcommittee on Ex-
ecutive Reorganization and Govern-
ment Research, Senate Committee on

Government Operations, March 20,
1972:



My staff and I have found the work done
by the FDA.NIH audit team, headed by
Mort Myers, to be consistently outstanding.
Their work in the area of investigational
new drugs and vaccines has significantly
served the public interest and reports they
now have in progress for the Subcommittee
will, I am confident, enhance their fine rec-
ord.

From Senator John L. McClellan,
chairman of the Senate Permanent
Subcommiitee on Investigations, Sen-
ate Committee on Government Opera-

tions, March 20, 1972:

Almost ten years ago, when the Subcom-
mittee needed additional personnel to carry
out its responsibilities, the General Account-
ing Office made available to us the services
of Joseph J. Shevlin. * * ¥ We had a number
of important and extensive investigations
under way at the time, and we therefore re-
tained Mr. Shevlin to work with the staff.
His value to us increased as his assignment
lengthened, and he contributed appreciably
to the success of our work. * * * He per-
formed a considerable amount of legal re-
search for us on matters of particular inter-
est to the Subcommittee, and his efforts on
our behalf were productive and commend-
able. * * * On behalf of the Subcommittee,
I wish to advise you that we highly valued
Mr. Shevlin’s services to wus.

Thank you for making his services avail-
able to us for a period of years. The Sub-
committee greatly appreciates your coopera-
tion In our many matters of mutual interest.

From Senator John L. McClellan,
March 21, 1972:

In 1962 the General Accounting Office, at
the request of the Subcommittee, made avail-
able to us the services of a member of your
staff, Lynn C. Messick. His services were of
such value to us that he was retained for a
number of years beyond an ordinary term of
servicee. Mr. Messick always has been a
willing worker and whenever it was neces-
sary he worked unusual hours on behalf of
the Subcommittee. He carried out necessary
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liaison with various Government agencies
and assisted materially in bringing success-
ful conclusions to investigations conducted
during his service with us. * * * Please be
assured that we valued Mr. Messick’s serv-
ices with us very highly.

Thank you very much for having afforded
us the opportunity to use Mr. Messick’s
services, We always have been grateful for
your cooperation and assistance in our op-
erations.

From Senator John L. McClellan,
March 21, 1972:

At the request of the Subcommittee in
1961, the General Accounting Office assigned
Thomas E. Nunnally to work with our staff.
* When he had completed his first
assignment, however, his value to the Sub-
committee was clearly evident, and he was
assigned to other investigations. He provided
valuable assistance in our investigation of
pyramiding of profits in the missile industry.
As you probably recall, he was one of the
staff members who had important responsi-
bilities in the TFX contract investigation,
during which he was assigned the important
and arduous work of examining the financial
aspects of the program. * * * He performed
outstanding work in this field.

Mr. Nunnally also was assigned to the
Subcommittee’s investigation of urban riots
during the period 1967-1970, to the inguiry
into improper practices in foreign aid to
South Vietnam, to the Subcommittee’s most
recent examination of organized crime and
its role in the field of stolen securities, and
to a considerable number of the other im-
portant inquiries the Subcommittee has con-
ducted since he joined our staff. In each
instance, his work was uniformly of high
quality and 1 wish to commend him for his
efforts.

® %

From Representative John E. Moss,
chairman of the Subcommittee on
Commerce and Finance, House Com-

mittee on Interstate and Foreign Com-

merce, March 23, 1972:

1 would like to compliment for the record
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two members of your staff, J. William
Gadsby and John N. Balakos, who have for
the past year been on detail to the Subcom-
mittee on Commerce and Finance of the
Committee on Interstate and Foreign Com-
merce.

The Subcommittee is conducting an ex-
haustive study of the securities industry; the
first such Congressional study since the
passage of the Federal securities law in the
early 1930’s. Messrs. Gadsby and Balakos
have been intimately involved in the conduct
of this study. * * * I have found them to
be conscientious individuals who work well
on their own. They have been of great value
to the Subcommittee during the course of
this very complex study.

From Representative Don Fuqua to
Dan Soranno, special assistant to the
director, Office of Administrative Plan-
ning and Services, March 29, 1972:

Now that the charter which created the
Commission on the Organization of the Dis-
trict of Columbia has expired, I want to
express to you my sincere appreciation for
the friendship and spirit of cooperation we
have shared over this past year. I feel that
the quality and scope of the Commission re-
port will reflect the close working relation-
ship which we enjoyed. The fine job you did
as a member of the Fiscal Affairs Task
Force made my chairmanship a very easy
and enjoyable job.

The report which we have produced is,
therefore, not only a testimony to the ex-
cellence of your work, but also to your per-
severance. You certainly deserve a lion’s
share of the respect the report will surely
earn.

From Senator Robert Packwood on
March 30, 1972, concerning a briefing
on the proposed Cascadia Dam in Ore-
gon by Wilbur Campbell and Michael
Zimmerman of the Resources and Eco-
nomic Development Division, Martin
Fitzgerald of the Office of Legislative
Liaison, and Leonard Dowd and Jack
Strayer of the Portland suboffice:
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I just want to say I feel this is one of the
best briefings that has been provided for me
by any agency. It was extremely well orga-
nized and given by knowledgeable and artic-
ulate spokesmen. It is a pleasure to have
this kind of assistance.

From Frank Sanders, Assistant Sec-
retary of the Navy (FM), concerning
Irving Zuckerman, assistant director,
and James Oliver, supervisory auditor,
Financial and General Management
Studies Division, February 29, 1972:

* * * Mr. Zuckerman’s willingness to pro-
vide staff assistance to the Navy was one of
the major reasons for the Navy’s progress
in accounting systems. * * * Mr. Oliver’s
efforts to help the Navy develop and improve
its accounting systems far exceeded his ex-
pectations and more than lived up to GAO’s
reputation as the backbone of financial man-
agement in the Federal Government.

Increased Recognition for
Management Accountants

The National Association of
Accountants (NAA) has established a
new program for professional recogni-
tion of the “management” accountant.
If the program is successful, the CMA
(Certified Management Accountant)
may some day have the status and pro-
fessional recognition now accorded to
the CPA.

The new program discussed in the
March issue of Management Accoun:-
ing, NAA’s monthly publication, is
open to everyone in the management
accounting field. To qualify for accept-
ance, the candidate riust have either a
bachelor’s degree in any area from an
accredited college or university or be
eligible for graduate studies in busi-
A certificate

ness. in management



accounting will be awarded to candi-
dates who pass an examination to be
given by NAA and who also meet ex-
perience requirements yet to be estab-
lished by NAA.

The first examination, to be pre-
sented throughout the country in No-
vember 1972, will contain the follow-
ing four parts.

1. Managerial economics and busi-

finance including
things as economic environment
of business, supply and demand
analysis, pricing variance, and
sources of corporate capital.

2. Organization theory, motivation
and including
management processes, business

ness such

communication

functions, orgarizational struc-
tures, human behavior and com-
munication skills.

3. Accountability and disclosure in-
cluding internal conirol features,
external reporting, tax account-
ing and reporting, and some fi-
nancial statement analyses.

4. Management  accounting for
planning control including plan-
ning concepts and techniques for
long range and short range, part
costing, control and
techniques, and standards for
cost and revenues and budgeting
concepts.

concepts

GAO siaff members may wish to
consider this program in establishing
their professional development goals.

How To Communicate and
How Not To

A basic standard for GAO audit re-
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ports and other communications is that
they be presented as clearly and simply
as possible. In preparing reports, we
do not presuppose that readers have
detailed technical knowledge of the
subjects of the reports. If used, techni-
cal terms are to be clearly explained
and technical jargon is to be avoided
as much as possible.

This standard of writing is specifi-
cally prescribed because of the tend-
ency of professionals to try to commu-
nicate with others in terms of the spe-
cialized language of their field. That
this tendency besets other professions
is evidenced by a speech not long ago
by Admiral Isaac Kidd, new com-
mander of the Naval Material Com-
mand. As reported in Government Ex-
ecutive for April 1972, Admiral Kidd
remarked as follows in addressing a
group of Engineering Duty Officers.

A last point. You fellows have a reputa-
tion * * * of being like doctors or lawyers:
you talk in such technical terms that nobody
can understand you and that seems to give
you great satisfaction. And you become sus-
ceptible to the indictment characteristic of
the Cabots and Lodges in Boston: you won’t
talk to anybody else but yourselves. If I've
heard this indictment of your types of tech-
nical groupings once, I must have heard it
two dozen times in the short time I've been
back here. Now that's not doing us any
good—to have types of observations like that
being made about us.

But I’ll tell you what: in listening to some
of you whom I've sent for, to tell me things
-—after you've finished talking, I can under-
stand this type of comment. Because I don’t

understand what the hell you are talking
about and I will admit I’'m not stupid!

Double Counting Cost Accounting

One of the deficient contract cost
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accounting practices cited in the 1970
GAO report on feasibility of applying
uniform cost accounting standards in-
volves what is commonly referred to as
double counting. This effect results
when direct charges are made to a con-
tract for items normally classified as
indirect costs without eliminating simi.
lar items from the pool of indirect
costs which is allocated to contracts.

One of the first two cost accounting
standards issued by the Cost Account-
ing Standards Board in 1972 covers
this problem. This standard, eflective
July 1, 1972, provides:

All costs incurred for the same purpose,
in like circumstances, are either direct costs
only or indirect costs only with respect to
final cost objectives. No final cost objective
shall have allocated to it as an indirect cost
any cost, if other costs incurred for the same
purpose, in like circumstances, have been in-
cluded as a direct cost of that or any other
final cost objective. Further, no final cost
objective shall have allocated to it as a direct
cost any cost, if other costs incurred for
the same purpose, in like circumstances, have
been included in any indirect cost pool to
be allocated to that or any other final cost
objective.

That the problem is a live one is
shown by the following item from The
DCAA Bulletin for March 1972.

DCAA auditors evaluated a construction
company’s claim for reimbursement of ad-
ditional costs of $5 million allegedly in-
curred on account of Government delays and/
or increases in the scope of work under a
NASA firm fixed-price contract for the erec-
tion of a rocket test stand. Of $3.2 million
questioned by the auditors, $3.0 million was
sustained. The auditors’ examination revealed
that the claim contained numerous estimated
costs, such as foremen and watchmen sal-
aries, overiime premium, and equipment
rental costs, claimed both as direct and in-
direct costs. In summary, DCAA auditors
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relied on actual costs incurred, deleting all-
contractor duplications, in computing recom-
mended costs for consideration by Govern-
ment negotiators.

Inflaccounting

To see a new and intriguing term
burst upon the horizon of the account-
ant’s language is not an everyday
occurrence. The Economist for April 8,
1972, presents such a term in a brief
column on price-level accounting in
Great Britain.

The column discusses a Confedera-
tion of British Indusiry committee
study of the problems “posed by the
effect on financial statements of
changes in the value of money.” Refer-
ring to the terminology in use of
“price-level-adjusted-accounts” and
“current general purchasing power
accounts,” the writer suggests a catch-
ier name—such as inflaccounts and in-
flaccounting. It could take hold.

Answers on Accrual Accounting

The Journal of Accountancy for
March 1972 takes note of GAO’s book-
let published in 1970, Frequently
Asked  Questions About
Accounting in the Federal Govern-
ment. As the Journal states, this book-
let answers questions about accrual
accounting that have been raised by

Accrual

Federal agencies. As such it remains a
good source of down-to-earth informa-
tion on this highly technical aspect of
governmental accounting.

Savings From GAO Activities

In reporting on the Legislative



Branch Appropriation Bill, 1973 (H.
Rept. 92-937, 92d Congress), the
House Appropriations Committee in-
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cluded the following information on
savings atiributable to GAO activities
for the fiscal year 1971.

While not a revenue producing activity, the General Accounting Office estimates savings
directly attributable to their operations totaling $267,900,000. The detail of this estimate

follows:

(Fiscal Year 1971 Results)

Item

Deposited in the Treasury ... __._.____

Amount

______________________________ $ 17,300,000

Offsets against amounts currently dwe ____________________________________ 7,100,000
Subtotal e 24,900,000
Measurable savings resulting from adoption of GAO recommendations and
suggestions . e 243,000,000
Total oo e * 267,900,000

1 Savings of approximately $64 million are recurring and will continue in future years.

The committee recommended an ap-
propriation for GAO of $95,820,000
for 1973, which was $1,180,000 less
than requested.

The Senate Appropriations Commit-
tee which recommended the full appro-
priation requested, $97,000,000, also
referred to GAQ savings. lis report (S.
Rept. 92-719) stated:

Total savings attributable to the work of
the General Accounting Office for fiscal year
1971, the last full reported year, amounted
to $267.9 million, of which $24.9 million re-
sulted from cash refunds and collections.
The balance of $243 million includes reduc-
tions or elimination of payments or costs
that would have been made or incurred, as
well as revenues lost except for adoption
of recommendations of the General Account-
ing Office.

Plaudit for GAO Reports

The president of the Congressional

Information Bureau, a news reporting
service concerned primarily with the
maritime and atomic energy fields, re-
cently wrote as follows to the Comp-
troller General about GAO reports.

On many occasions, the “GAO” issues re-
ports (“B” series) which we are able to put
to good use in our activities.

This letter is for the purpose of con-
gratulating you and your staff on the ex-
tremely clear and very informative way you
have issued the reports based on your own
investigations involving government activities
and government appropriated projects.

For one of many who of necessity must
wade through “tons” of material practically
on a daily basis, it is indeed refreshing to
pick up one of your reports to Congress,
“B”, and observe the format thereof, par-
ticularly the DIGEST preceding the contents
and then the concise manner in which you
present the details.

Congratulations again—from a lone tax-
payer—to you and your staff.
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By JupitH HATTER
Assistant Chief, Legislative Digest Section, Office of the General Counsel

Access to Records of the
Emergency Loan Guarantee Board

As a result of the Secretary of the
Treasury’s action denying the General
Accounting Office access to the books
and records of the Emergency Loan
Guarantee Board in connection with
the Lockheed Aircraft
loan guarantee, Senator Lawton Chiles
of Florida introduced S. Con. Res. 77,
to make it emphatic that in enacting
the Emergency Loan Guarantee Act,
Public Law 92-70, the Congress did
not intend that the Board should be
exempt from the provisions of the
Budget and Accounting Act, 1921. or
the Budget and Accounting Procedures
Act of 1950, or from the authority
conferred by any other law on the
Comptroller General or the General
Accounting Office.

Contending that GAO unquestiona-
bly has the basic and continuing au-
thority to audit Government agencies,
Senator Chiles stated:

Corporation

Public tax money is involved. It is un-
thinkable that Congress through its investi-
gative arm, the General Accounting Office,
does not have the right to monitor the spend-
ing of that public tax money.
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Subsequently,  Senator = William
Proxmire of Wisconsin announced on
the Senate floor that the Secretary of
the Treasury had been invited to re-
spond at hearings before the Senate
Banking, Housing and Urban Affairs
Committee to the charges made by the
Comptroller General.

In expressing his view of the rec-
ords refusal, Senator Proxmire com-
mented:

I am most disturbed by the allegation that
the Secretary of the Treasury has flatly re-
fused to comply with what the Comptroller
General has determined is the law in this
case. If the Comptroller General is right,
such arrogant defiance of the law by a high
Government official goes to the heart of our
system. It unseitles the people’s already
shaky confidence in the Government.

Why should a taxpayer, for example, make
his books and records available for auditing
by the Internal Revenue Service when the
Secretary of the Treasury would not make
the books and records of a government bhoard
available for auditing by GAO?

Unfortunately, the statutes giving GAO ac-
cess to books and records of Government
agencies lack teeth. There appears to be no

1 Congressional Record, Vol.
p. S 6312.

118, Apr. 19, 1972,



way to enforce this right. There is no penalty
under the existing law for violations of it.®

Budgetary and Fiscal Information
Needs of the Congress

On the floor of the House, Repre-
sentative William R. Anderson of Ten-
nessee made the following complimen-
tary comments on the Comptroller
General’s report on “Budgetary and
Fiscal Information Needs of the Con.
gress.”

The Comptroller General should be com-
mended for the manner the recommendations
contained in this document were received
and the excellent easy-to-understand fashion
of the document itself.

It is my hope that the executive branch at
the direction of the Office of Management
and Budget, will seriously consider adoption
of many of the recommendations contained
in this document.

The recommendations to the executive
branch written in this document, I believe,
are basic to restore the prerogatives of Con-
gress over the Nation’s revenues.

Mr. Anderson went on to discuss in
some detail the impoundment issue
which is covered by appendix IV of
the report under the title, “Budget Ex-
ecution and Control by the Office of
Management and Budget.”

In conclusion Mr. Anderson stated:

The Office of Management and Budget
* * % has resorted to systems of impound-
ments, reserves, transfers, reprograms, and
who knows what other measures to supersede
the powers of Congress. It has thus become
the second most powerful office in the land,
and is indeed the fourth branch of Govern-
ment.®

2 Congressional Record, Vol. 118, Apr. 25,
p. S 6632.

3 Congressional Record, Vol. 118,
p. H 2103-04.

1972,

Mar. 15, 1972,

HEARINGS AND LEGISLATION

At a hearing on March 1, before the
Joint Committee on Congressional Op-
erations concerning standard budget-
ary and fiscal classifications and infor-
mation systems, the Comptroller Gen-
eral outlined GAQ’s activities to fulfill
its responsibilities under sections 201,
202, and 203 of the Legislative Reor-
ganization Act of 1970,

The primary function of GAO as the
agent of Congress is to represent the
congressional users of budgetary and
fiscal in the executive
branch effort.
Congressional needs for budgetary and
fiscal information are grouped into
Federal pro-
grams and projects, (2) Federal fiscal
policies, and (3) Federal financial
actions affecting State and political
subdivisions.

The immediate tasks to be under-
taken are a definition of the scope of
the system to be developed and a de-
tailed plan for incorporating the needs
of the congressional users into the sys-
tem planning and development efforts.
{Other participants: Messrs. Scantle-
bury, Hunter, and Fitzgerald.)

At a subsequent session on April 25,
Donald L. Scantlebury, director, and
Kenneth W. Hunter, assistant director,
Financial and General Management
Studies Division, were again present to

information
system development

three categories: (1)

answer questions.

Health Facilities Construction
Costs

Senator Jennings Randolph of West
Virginia discussed on the floor of the
Senate the significance of the study of
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health facilities construction costs
being conducted by GAO pursuant to
section 204 of the Comprehensive
Health Manpower Training Act of
1971, Public Law 92-157.

Senator Randolph pointed out that,
while the bill was before the Commit-
tee on Labor and Public Welfare, it
was he who added an amendment re-
quiring the study and that he believes
reducing or stabilizing health facilities
construction costs will become increas-
ingly important as the Congress dis-
cusses national health insurance legis-
lation in the coming years.

Concerning the GAO approach to
the study he stated:

* % # T am encouraged by the enthusiasm
shown toward this study by the GAO, and 1
assure my colleagues that the General Ac-
counting Office has initiated a broad-scale
study which will include not only the factors
having a direct bearing on the “bricks and
mortar” aspects of construction but will also
include consideration of many other factors
which have a bearing on health facility costs.

The General Accounting Office has identi-
fied through an intensive state of the art re-
view, significant innovations which should be
considered whenever construction of a new
hospital facility or an extensive renovation
or addition to an existing facility is proposed.

* * % [t is my hope that the study is the
first of many steps to be taken which will
improve the delivery of health care to every
citizen at lower cost.*

Cost Accounting Standards Board

The Comptroller General in his
capacity as Chairman of the Cost
Accounting Standards Board testified
on April 12, before the Subcommittee

4 Congressional Record, Vol. 118, Apr. 12, 1972,

p. S 5988-89.
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on Production and Stabilization of the
Senate Banking, Housing and Urban
Affairs Committee on 92d, S. 1901, to
abolish the present Cost Accounting
Standards Board and establish a new
independent Board in the executive
branch of the Government.

Although the Comptroller General
favored placing the Board in the exec-
utive branch when iis creation was
being considered over 2 years ago,
earlier concerns for the Board’s admin-
istrative relationships with executive
branch agencies have not resulted in
problems. Such a transfer at this time
would necessarily disrupt the forward
momentum the Board enjoys and has
worked hard to initiate through con-
ceptual and operational discussions
and other activities. (Other partici-
Keller, Schoenhaut,

Van Cleve, Dembling, Moore, and
Blair.)

pants: Messrs.

Federal Election Campaign
Act of 1971

For himself and six others, Repre-
sentative Samuel L. Devine of Ohio
introduced 92d, H.R. 14054, to repeal
the Federal Election Campaign Act of
1971, and to revive and reenact the
Federal Corrupt Practices Act, 1925.
Citing “confusion and a galaxy of con-
trary interpretations,” Mr. Devine con-
tends that if the new law were re-
pealed, Congress could “systematically
legislate a reasonable election reform
bill, under normal conditions, and pass
a good law without being under the



gun of an
election.”

impending  general

Fiscal Responsibility Act
of 1972

The Fiscal Responsibility Act of
1972, introduced by Representative
Marvin L. Esch of Michigan (924,
H.R. 14057), would change the Federal
fiscal year to coincide with the calen-
dar year, require the Congress to es-
tablish an annual expenditure limiia-
tion, establish a Federal impoundment
procedure, and provide for the estab-
lishment of a Fiscal Responsibility
Study Commission to conduct an anal-
ysis of fiscal procedures. The Comp-
troller General would be a member of
this commission.

Navy Shipbuilding Contracts

The Subcommittee on Priorities and
Economy in Government of the Joint
Economic Committee conducted a
hearing on March 27, to discuss cer-
tain work done by the GAO concern-
ing claims by shipyard contractors
seeking additional compensation from
the Navy, the adequacy of cost con-
trols in effect at commercial shipyards,
and allegations concerning Lockheed’s
management of the C-5 program,

The Comptroller General recapitu-
lated major findings on the general
subject of shipbuilding including the
reasonableness of certain specific ship-
building claims settlements, cost con-
trols, contractors’ subcontracting prac-

3 Congressional Record, Vol. 118, Mar. 23, 1972,

p. H 2424,
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tices, competitive procurement oppoz-
tunity increase, contract negotiation
practices, and Navy surveillance over
shipyard procurement and cost control
practices. (Other participants: Messrs.
Guimann and Hammond.)

On March 30 Senator William Prox-
mire included in the Congressional
Record the transcript of testimony by
Admiral I. C. Kidd, Chief of Naval
Material Command, before the subcom-
mittee on March 28, discussing the
Navy settlement of these shipbuilding
claims and other related matters.®

Intergovernmental Cooperation
Act of 1972

On April 17 the Comptroller General
presented a statement at a hearing by
the Senate Government Operations
Subcommittee on Intergovernmental
Relations on legislation to improve the
financial management of Federal as-
sistance programs and strengthen con-
gressional review of Federal grants-in-
aid by extending and amending the
relating to intergovernmental
cooperation.

Mr. Staats discussed GAO activities
relating to Federal assistance programs
and offered comments concerning cer-
tain provisions of the bill. (Other par-
ticipants: Messrs. Scantlebury, Ahart,
Moore, Dittenhofer, Staples, Smith,
and Sperry.)

law

Procurement of Architectural
and Engineering Services

On March 14 the Comptroller Gen-

8 Congressional Record, Vol. 118, Mar. 30, 1972,

p. S 5242-54.
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eral presented a statement before the
House Subcommittee on Government
Activities on 92d, H.R. 12807, which
would amend the Federal Property and
Adminisirative Services Act to estab-
lish Federal policy concerning the
selection of firms and individuals to

perform  architectural, engineering,
and related services for the Federal
Government.

It is GAO’s contention that there
can and should be more competition
between architects and engineers in
the design concept area and in those
cases where proposals are technically
equal, consideration should be given to
the prices proposed to be charged.
Further, the laws relating to the 6-per-
cent fee limitation should be clarified.
The General Accounting Office does
not favor enactment of the legislation
and suggested that it be held in abey-
ance pending recommendations by the
Commission on Government Procure-
ment. (Other participants: Messrs.
Keller and Sperry.)

Administration
of Welfare Programs

At hearings on March 20, before the
Joint Economic Subcommittee on
Fiscal Policy concerning administra-
tive aspects of the Nation’s welfare
programs, the Comptroller General dis-
cussed, in the light of GAO experi-
ences, whether such programs can be
effectively managed.

Mr. Staats outlined the three basic
problem areas in the administration of
public assistance programs as they are
presently constituted: (1) The com-
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plexity and lack of uniformity in the
massive Federal-State-local administra-
tion of the programs, (2) the difficult
problem of insuring an acceptable level
of program integrity consistent with
reasonable costs of administration and
the needs and dignity of intended pro-
gram beneficiaries, and (3) the prob-
lem of providing for the needs of the
intended beneficiaries without creating
disincentives to seeking employment
and becoming more self-sufficient.

Mr. Staats went on to say that the
success of program coordination
among Federal agencies will depend on
how well the programs are managed
and, if the public confidence in welfare
programs is to be improved, the man-
agement of such programs must be
equally improved. (Other participants:
Messrs. Ahart, Crowther, Heller,
Fogel, and Fitzgerald.)

Fidelity Bonding of
Federal Government Personnel

F. Henry Barclay, associate general
counsel, at a hearing on February 29,
before the Subcommittee on Manpower
and Civil Service of the House Post
Office and Civil Service Committee on
92d, H.R. 13150, which would provide
that the Federal Government assume
the risks of its fidelity losses, outlined
procedures now in effect for recover-
ing fidelity losses and how the proce-
dures would be affected by the bill, if
enacted.

It is GAQ’s view that a saving
would occur if the Government elimi-
nated fidelity bonding and assumed the
risks of its fidelity losses because the



cost of the bond premiums far exceeds
the claims filed against the sureties.
The measure was cleared for the Presi-
dent on May 18. (Other participants:
Messrs. Moore, Hogan, and Blair.)

Trust Territory Economic
Development Loan Fund

Public Law 92-257, March 2I,
1972, 86 Stat. 87, establishes the Trust
Territory Economic Development Loan
Fund to promote economic develop-
ment in the Trust Territory of the
Pacific Islands through loan guaran-
tees to privaie enterprise. The Comp-
troller General is provided access to
pertinent documents for audit pur-
poses.

Executive Agency Expenditures
Consistent With Intent
of Congress

Representative Edwin D. Eshleman
of Pennsylvania introduced 92d, H.R.
13077, which would authorize and
direct the Comptroller General to hire
comptrollers (1) to examine proposed
expenditures of the executive agencies
to determine if each expenditure is
consistent with the legislative intent of
Congress with respect to the legislation
authorizing it, and (2) if it is incon-
sistent, to prohibit the making of such
expenditure,.

Each comptroller would be required
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to examine the proposed expenditures
of one executive agency. In appointing
these comptrollers, the Comptroller
General is to select the individual most
familiar with the agency he would ex-
amine.

Tax Reform and the Foundations

On April 21, Representative John B.
Anderson of Illinois discussed on the
House floor his request that the Gen-
eral Accounting Office conduct a study
of the impact of the 1969 Tax Reform
Act on private foundations, particu-
larly with regard to philanthropic
activities, and recommend corrective
legislation. The contention is that the
provisions of the law relating to foun-
dations have had the effect of curtail-
ing foundation giving to private col-
leges, hospitals, and service organiza-
tions.

Simplification of
Federal Income Tax Forms

Representative Wilmer Mizell of
North Carolina introduced H.J. Res.
1063, to create a select joint committee
to conduct an investigation and study
of methods to significantly simplify
Federal income tax returns. The Comp-
troller General and the Secretary of
the Treasury are each to submit to the
committee their recommendations for
simplification of the forms.
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Principles and Procedures for
Information Systems

The GAO Study Panel of the Na-
tional Academy of Sciences’ Computer
Science and Engineering Board got off
to a good start on March 25. Kenneth
W. Hunter and Kenneth A. Pollock,
assistant directors in the Financial and
General Management Studies Division,
and Joe Eder, regional manager, Bos-
ton, described GAO’s interest in ob-
taining top professional assistance to
formulate generally accepted principles
and procedures for information sys-
tems.

The planning group is outlining the
subjects for which principles can be
developed and identifying the most
knowledgeable people on each subject.
Offers of support have been received
from the American Institute of Certi-
fied Public Accountants, the Associa-
tion for Computing Machinery, and
the Data Processing Management As-
sociation.

Congressional Needs for Budgetary
and Fiscal Information

On March 1 and April 25, 1972, the
Joint Committee on Congressional Op-
erations held hearings on the efforts of
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the Office of Management and Budget
(OMB), the Department of the Treas-
ury, and GAO to implement the stand-
ard classifications and data system for
budgetary and fiscal information, re-
quired by the Legislative Reorganiza-
tion Act of 1970.

After hearing GAQ’s testimony,
OMB stated that the system require-
ments are far broader than they had
anticipated and said that they would
need to add a sizable number of people
to their staff to work on the standardi-
zation and system development pro-
gram.

On the GAO side, the group from
the Financial and General Manage-
ment Studies Division that is repre-
senting the Congress in the program
has been fully staffed for its permanent
role. Kenneth W. Hunter, Peter A.
Smith, James G. Williams, and Leslie
D. Adams are continuing after 3 years
of experience in working with commit-
tees’ and members’ staffs on informa-
tion problems. They have been joined
by James K. Kardokus from the Finan-
cial Management Group, Steven C.
Virbick from the former Civil Divi-
sion, Rodman K. Reef from Columbia
University, and M. Thomas Hagenstad
from the Price Commission. In addi-
tion, Dr. Carl R. Palmer will join the



group for about 6 months under a
Sears, Roebuck & Co. fellowship.

The group is making arrangements
to utilize an automated system for doc-
umenting and analyzing user require-
ments developed and operated by the
Department of Industrial Engineering
of the University of Michigan. The
system is being tested now. If it can be
used, GAO will be able to more easily
and rapidly furnish OMB and Treas-
ury with a uniform, standard set of

AUTOMATIC DATA PROCESSING

congressional users’ requirements doc-
umentation.

An especially difficult task that must
be done soon is to define the scope of
a directory of sources of budgetary
and fiscal information. James Hall,
Director, Office of Survey and Review
of the Department of the Interior, and
his staff and the San Francisco Re-
gional Office will be helping on this
definition work.

The Unique Resource—The American Spirit

As a young Nation, we have grown and prospered in an economic
climate which rewards good work, which motivates the individual man
to improve himself and to take pride in the product he produces. We
have searched eagerly for new worlds to conquer—in space, under the
sea, in medicine, in education, and in the problems of our urban, subur-
ban, and rural life. This youthful spirit, which thrives on hope, is the
root source of change. It has been our trademark since colonial days
and it remains a national heritage, in combination with our commit-
ment to the basic value of freedom and human dignity.

National Commission on Productivity Policy
Statement,
September 7, 1971.
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GAO STAFF CHANGES

Phillip S. Hughes

Phillip S. Hughes was appointed director of the Office of Federal Elections,
effective May 1, 1972.

The Office of Federal Elections was established earlier in the year to carry out
the Comptroller General’s responsibilities under the Federal Election Campaign
Act of 1971. The Comptroller General is responsible {or administering provisions
of the act with respect to candidates for President and Vice President and for
other matters. (See p. 71.)

Mr. Hughes came to Washington, D.C., from Seattle in 1949 serving at that
time as a budget and program analyst in the Bureau of the Budget. He became
Assistant Director for Legislative Reference in July 1958 and Deputy Director in
1966 under President Johnson. He was reappointed to this post in 1969 by
President Nixon.

Mr. Hughes retired in October 1969 after 21 years of Bureau of the Budget
service under 11 Budget Directors and five Presidents. He became Acting Presi-
dent of the National Institute of Public Affairs and a consultant to the Office of
Management and Budget, the Ford Foundation, and other organizations. He
joined the Brookings Institution in 1971, becoming Director of Public Manage-
ment Studies.

Mr. Hughes received a B.A. degree in sociology from the University of
Washington in 1938 and worked in the fields of management and statistics for
Federal and State Governments and in private industry in the Seattle area from
1938 to 1949, interrupted by World War II military service.

He is a holder of the National Civil Service League Career Service Award and
the Bureau of the Budget Award for Exceptional Service.
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GAO STAFF CHANGES

L. Fred Thompson

L. Fred Thompson has been designated deputy director of the Office of
Federal Elections.

A native of Georgia, Mr. Thompson began his career in GAO in 1941 in what
was expected to be a job for the summer. He remained, however, to attend
George Washington University Law School in the evenings and continued his
association with GAQ after obtaining his LL.B. degree at GWU in 1949. He is a
member of the District of Columbia Bar.

Mr. Thompson was drafted into the Army in 1942 and was released as a
captain in 1946. He served on active duty again from 1950 to 1953 in the
Secretary of the Army’s Office of Legislative Liaison. He presently holds the
rank of lieutenant colonel in the U.S. Army Reserve.

During his tenure in GAO, Mr. Thompson has worked in clerical, investiga-
tive, and legal capacities in Washington, in field offices, and overseas. He was a
legislative attorney in the Office of Legislative Liaison from 1960 until the
formulation of the new Office of Federal Elections.
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GAOQ STAFF CHANGES

Hassell B. Bell

Hassell B. Bell was designated deputy director of the Procurement and Sys-
tems Acquisition Division which was established in March 1972 as a part of the
1972 reorganization of the General Accounting Office. In this position, he is in
charge of that division’s work relating to the acquisition of major weapon
systems by the Department of Defense.

All of Mr. Bell’s Government experience has been with the GAO, which he
joined in 1949,

Mr. Bell was manager of the New York Regional Office from 1952 to 1955.
When the Defense Division was formed in 1955, Mr. Bell was placed in charge
of GAO work in the Department of the Navy. In 1960, he became responsible
for GAO work in the Department of the Air Force. After 3 years in that
capacity, he was assigned as principal technical advisor to the director of the
Defense Division, William A. Newman.

In 1969 when the Comptroller General established a special group within the
Defense Division to provide more emphasis on the acquisition of major weapon
systems, Mr. Bell was placed in charge of that group.
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GAO STAFF CHANGES

Philip A. Bernstein

Philip A. Bernstein was designated regional manager of the Seattle Regional
Office, effective July 1972.

Mr. Bernstein graduated from The George Washington University in 1958
with a Bachelor of Arts degree in accounting.

Since joining the General Accounting Office in 1960, Mr. Bernstein has had a
wide variety of experience in the former Civil Division. He was designated
assistant director effective March 8, 1970, and has been responsible for planning
and directing audit work at the Atomic Energy Commission. In 1969 he received
the GAO Meritorious Service Award.
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GAQ STAFF CHANGES

Bernard J. Bordenet

Bernard J. Bordenet was appointed senior attorney, Office of the General
Counsel, effective April 2, 1972,

Prior to joining the General Accounting Office in the Claims Division in 1942,
Mr. Bordenet was employed by the U.S. Patent Office and the Social Security
Administration. He was assigned to the Office of the General Counsel, military
pay and allowance matters, in 1946.

Mr. Bordenet received his bachelor’s and master’s degrees in both law and
accounting from Columbus University. He was admitted to the District of Colum-
bia and Maryland Bars and the Supreme Court of the United States.
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GAO STAFF CHANGES

Forrest R. Browne

Forrest R. Browne was designated deputy director of the Federal Personnel
and Compensation Division, which was established in March 1972 as a part of
the 1972 reorganization of the GAQ, effective April 3, 1972.

Mr. Browne joined the General Accounting Office 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 De-
fense 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.

95



GAO STAFF CHANGES

James M. Campbell

James M. Campbell was designated deputy director of the Transportation and
Claims Division, effective April 3, 1972, incident to the consolidation of the
former Transportation Division and the Claims Division as part of the 1972
reorganization of the GAO.

As deputy director for the Transportation and Claims Division, Mr. Campbell
is primarily responsible for all claims adjudication work (except that relating to
transportation claims), debt collection, and agency review and assistance work.

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 as attorney-adviser and legislative attorney and performed both jour-
neyman attorney work and review work.

He is a graduate of The George Washington University and a member of the
District of Columbia Bar and the Federal Bar Association. He has been admitted
to practice before the District Court of the United States for the District of
Columbia, the U.S. Court of Appeals for the District of Columbia, and the
Supreme Court of the United States.
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GAO STAFF CHANGES

Philip Charam

Philip Charam was designated deputy director of the Resources and Economic
Development Division, which was established April 3, 1972, as part of the 1972
reorganization of the GAO. iu this position, he will share with the director
responsibility for the management and direction of GAQ’s work relating to
energy and environmental programs, principally carried out at the Atomic En-
ergy Commission, the Environmental Protection Agency, the Department of the
Interior, and the Corps of Engineers (civil functions).

Since joining GAO as an auditor in 1942, Mr. Charam has served as chief,
Chicago Area Office; manager, Dayton Regional Office; assistant director, and
most recently as associate director, Civil Division, in charge of GAO work at the
Depariment of Health, Education, and Welfare; the Civil Service Commission;
and the Veterans Administration.

Mr. Charam is a graduate of Boston University, College of Business Adminis-
tration, with the degree of B.B.A. cum laude. He is a member of the American
Institute of CPAs, the Illinois Society of CPAs, and the National Association of
Accountants. In 1962 he attended the Advanced Management Program of the
Harvard University Graduate School of Business Administration. He served as a
naval officer from 1943 to 1946.

Mr. Charam received the GAO Meritorious Service Award in 1959 and 1961
and the GAO Distinguished Service Award in 1968.
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GAO STAFF CHANGES

Harley R. Climpson

Harley R. Climpson was designated deputy director of the Office of Personnel
Management, effective April 6, 1972, In this capacity, he will assist the director
in recruiting, training, and staff development programs and be directly responsi-
ble for the management of headquarters personnel staff services functions as-
signed to the Office of Personnel Management under the GAQ reorganization
effective April 3, 1972,

Mr. Climpson first joined the General Accounting Office in 1941. He was staff
manager in the former Accounting Systems Division from 1951-1954 and staff
manager, Office of Staff Management, 1956-1958. In 1967, he became assistant
director for staff development in the Office of Policy and Special Studies and, by
subsequent reorganization, assistant director, Office of Personnel Management.

Mr. Climpson has also held responsible accounting and auditing positions in
the Department of the Air Force, the Public Housing Administration and the
Civil Aeronautics Board. During World War II, he served as a convoy communi-
cations officer in the U.S. Navy. He is a member of the Federal Government
Accountants Association and the American Accounting Association.

Mr. Climpson attended the University of Illinois, later transferring to The
George Washington University where he received his bachelor’s degree in
accounting and took graduate work. He holds an LL.B. degree from American
University and is a member of the Bar of the District of Columbia and the U.S.
Supreme Court.
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GAO STAFF CHANGES

Frank C. Conahan

Frank C. Conahan was designated associate director in the International
Division, effective April 3, 1972.

Mr. Conahan received his Bachelor of Science degree in accounting from
King’s College in 1955 and attended the Executive Development Program at the
University of Michigan Graduate School of Business Administration in 1968.
For the academic year 1972-73, he has been selected to participate in the Senior
Seminar in Foreign Policy at the Foreign Service Institute.

In 1955, Mr. Conahan joined GAO in the former Division of Audits. After
serving in the Navy from 1956 to 1958, he returned to GAO as a staff member of
the Civil Accounting and Auditing Division. He transferred to the International

Division when it was formed in 1963 and was designated assistant director of
that division in 1968.

Mr. Conahan is a member of the American Accounting Association, the
American Society for Public Administration, and the United Nations Association
of the United States of America. He received the GAO Meritorious Service
Award in 1963 and the GA(Q) Career Development Award in 1968.
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GAO STAFF CHANGES

Dean K. Crowther

Dean K. Crowther was designated deputy director of the Manpower and
Welfare Division, which was established April 3, 1972, as part of the 1972
reorganization of the GAO. In this capacity, he has responsibility for the
division’s planning, organization, and staffing activities.

Mr. Crowther was an associate director of the Civil Division with responsibil-
ity for GAO work in the Veterans Administration and in the Department of
Health, Education, and Welfare, except the Office of Education. He had the
additional responsibility of acting as the focal point for coordination of all GAO
work in the medical and health-related areas.

Mr. Crowther began his service in GAO in 1955. Previously, he was employed
by Arthur Andersen & Co. He was also associated with Hot Shoppes, Inc., for 3
years as the assistant to the executive vice president and with Evelyn Wood
Reading Dynamics, Inc., for 2 years as controller and vice president.

Mr. Crowther attended George Washington and Benjamin Franklin Universi-
ties and holds a bachelor’s and a master’s degree in commercial science. He also
attended the Harvard Graduate School of Business Administration Program for
Management Development. He is a member of the American Institute of CPAs,
the District of Columbia Institute, and the Northern Virginia Chapter of the
Virginia Society of CPAs.
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GAO STAFF CHANGES

James H. Hammond

James H. Hammond was designated deputy director of the Procurement and
Systems Acquisition Division, which was established in March 1972 as a part of
the 1972 reorganization of the GAO.

Since Mr. Hammond joined the General Accounting Office in 1937 upon
graduating from Western Kentucky University with a B.S. degree in accounting,
he has served the Office in various capacities: He has been manager of the
Kansas City Regional Office and has also been in charge at the Washington level
of the review of various Department of Defense activities. In 1966 he was
designated associate director in the Defense Division.

Mr. Hammond is a certified public accountant in North Carolina. He attended
the Advanced Management Program of the Graduate School of Business Admin-
istration, Harvard University, in 1961 and in 1967 he received the GAO Distin-
guished Service Award.
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GAO STAFF CHANGES

Robert W. Hanlon

Robert W. Hanlon was designated manager of the Cincinnati Regional Office,
effective July 10, 1972.

Mr. Hanlon served in the Army from 1954 to 1956. In 1958 he received a
Bachelor of Science degree from Northeastern University, Boston, Mass., and in
1960 he received a Bachelor of Commercial Science degree from Benjamin
Franklin University, Washington, D.C. He joined the Defense Accounting and
Auditing Division of the General Accounting Office in 1958. In 1965 he trans-
ferred to the Washington Regional Office.

Mr. Hanlon is a member of the Society for Advancement of Management, and
in May 1968 he completed the 8th Advanced Management Course sponsored by
the Washington, D.C., Chapter of the Society for Advancement of Management.
Mr. Hanlon received the Meritorious Service Award in 1964, 1966, and 1967,
and the Career Development Award in 1971.
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GAO STAFF CHANGES

Max Hirschhorn

Max Hirschhorn was designated deputy director for Agriculture and Interior
Programs, of the Resources and Economic Development Division, which was
established April 3. 1972, as part of the 1972 reorganization of the GAO.

During World War II. Mr. Hirschhorn served in the U.S. Army. He joined
GAQ’s former Division of Audits in 1952, after serving 6 years as a stafl
member of public accounting firms in New York City. In 1970, he was desig-
nated associate director, Civil Division.

A graduate of the City College of New York, he received the degree of
Bachelor of Business Administration. He completed the Executive Development
Program at Stanford University in 1962 and the Residential Program in Execu-
tive Education at the Federal Executive Institute in 1971.

A certified public accountant, Mr. Hirschhorn is a staff member of the Gradu-
ate Scheol, Department of Agriculture, and also Chairman of its Committee on
Financial Management and Accounting.

He received the GAQ Meritorious Service Award in 1959 and 1968 and the
Distinguished Service Award in 1970.
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GAO STAFF CHANGES

James E. Mansheim

James E. Mansheim was designated assistant regional manager of the Denver
Regional Office, effective April 2, 1972.

Mr. Mansheim served in the U.S. Army from 1953 to 1955. He holds a
Bachelor of Science degree in accounting and a Master of Business Administra-
tion degree from the University of Colorado. While on leave from the Office to
complete his graduate work, he was an instructor in accounting at the University
of Colorado.

Since joining the General Accounting Office in 1959, he has served in the
Civil Division, the Denver Regional Office, and the International Division in
Frankfurt, Germany.

Mr. Mansheim is a CPA (Colorado) and a member of the American Institute
of CPAs, the Colorado Society of CPAs, and the Federal Government Accoun-
tants Association. He received the GAO Career Development Award in 1967 and
attended the Executive Development Program at ‘the University of Michigan
Graduate School of Business in 1972.
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GAQ STAFF CHANGES

Kenneth A. Pollock

Kenneth A. Pollock was designated as assistant director for ADP Research
and Development and also acting assistant director for ADP Training, Financial
and General Management Studies Division, on March 20, 1972.

Mr. Pollock served in the Army from 1946 to 1949. A graduate of the
University of California, Berkeley (1952), and a California CPA (1954), he
worked for Haskins & Sells in San Francisco before joining GAO in 1955. He
was in charge of the Honolulu suboffice of the San Francisco Regional Office
from 1959 to 1961. He attended the Stanford Executive Program in 1966, and
the PPBS course of the Civil Service Commission’s Executive Seminar Center
in Berkeley in 1967. At the time of his move to Washington, he was Assistant
Regional Manager, San Francisco.

He is past president of the San Francisco Chapter of the Federal Government
Accountants Association and past president of a Toastmasters group sponsored
by that chapter. Other memberships include the Commonwealth Club of Califor-
nia, the American Institute of CPAs, the California Society of CPAs, Beta Alpha
Psi, the American Accounting Association, and the American Radio Relay
League.
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GAQ STAFF CHANGES

Harold H. Rubin

Harold H. Rubin was designated deputy director of the Procurement and
Systems Acquisition Division, which was established in March 1972 as part of
the 1972 reorganization of the GAQ. In this position, he is in charge of that
division’s technology advancement group.

Mr. Rubin received a Bachelor of Arts degree in government from The George
Washington University in 1941 and attended the Advanced Management Pro-
gram of the Harvard University Graduate School of Business Administration in
1963. He is a CPA in the State of Illinois and a member of the American
Institute of CPAs and the Federal Government Accountants Association.

He has had broad experience in GAO accounting and auditing activities since
joining the Office in 1936. He served as manager of the St. Paul and Dayton
Regional Offices from 1951 to 1955 before being appointed assistant director,
Defense Accounting and Auditing Division. In 1961, he was designated associate
director of the Defense Accounting and Auditing Division. In 1966, he became
responsible for directing examinations of research and development activities of
the Department of Defense and the military services and their contractors.

Mr. Rubin was awarded the GAO Distinguished Service Award in 1955 and in
1969.
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GAO STAFF CHANGES

Willis K. Schuler

Willis K. Schuler was designated a senior attorney, Office of the General
Counsel, effective April 2, 1972,

Mr. Schuler joined the General Accounting Office in 1945 after having served
7-1/2 years in the Navy. He was initially assigned to the Accounting and
Bookkeeping Division and transferred to the Office of the General Counsel in
1947. He served in the Tokyo Office of the Far East Branch, Defense Division,
during the years 1956-1958.

His A.A., LL.B., and LL.M. degrees were earned at National University (now
consolidated with The George Washington University). In 1956, he received the
Distinguished Service Award and the GAO Suggestion of the Year Award. Mr.
Schuler is a member of the District of Columbia Bar.
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GAO STAFF CHANGES

Fred J. Shafer

Fred J. Shafer was designated deputy director of the Logistics and Communi-
cations Division, which was established on April 3, 1972, as part of the 1972
reorganization of the General Accounting Office.

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 American University. He has completed the
executive programs of the Brookings Institution and the University of Michigan
Graduate School of Business Administration. He is a board member of the
Transportation Research Forum.

Since joining the General Accounting Office in 1946, Mr. Shafer has held
positions of increasing responsibility in the work of the Office. Prior to his
present assignment he was the deputy director of the Transportation Division.
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GAO STAFF CHANGES

David P. Sorando

David P. Sorando was designated deputy director for operations in the Man-
power and Welfare Division, which was established April 3, 1972, as a part of
the 1972 reorganization of the GAO.

Mr. Sorando was in military service in 1945-1946 and 1950-1952 before
graduating from Fordham University School of Business in 1953. He joined the
General Accounting Office in 1953 in the New York Regional Office. He com-
pleted the Program for Management Development at the Harvard University
Graduate School of Business Administration in 1962 and the Residential Pro-
gram in Executive Education at the Federal Executive Institute in 1972.

Mr. Sorando was the auditor-in-charge of the GAO staff at Syracuse, N.Y.,
from 1960 to 1964. prior to his transfer to the Cincinnati Regional Office in
June 1964. He was desiznated regional manager, Cincinnati, on January 1, 1967.

Mr. Sorando is a member of the Federal Government Accountants Association
and served as President of the Cincinnati Chapter in 1968. He was also Regional
Vice President of the FGAA in 1971, He is a member of the Policy Committee of
the Federal Executive Board of Cincinnati and President of the Federal Business
Association of Cincinnati.
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GAO STAFF CHANGES

Ralph E. West

Ralph E. West was designated deputy director in the Transportation and
Claims Division for transportation matters and division planning, effective April

3, 1972.

Mr. West entered Government service in 1939 and served in the Navy from
1942 to 1945. He received a degree in accounting from Columbus University in
1948.

Since joining the General Accounting Office in 1945, Mr. West has held
positions of increasing responsibility in the various phases of the transportation
audit, management, and planning activities of the Office. Most recently he has
been assistant director responsible for the audit and settlement of transportation
payments made by the United States to foreign and domestic freight and passen-
ger carriers. He received the GAQ Meritorious Service Award in 1961 and 1962.
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GAO STAFF CHANGES

Charles M. Bailey

Charles M. Bailey, former director of the Defense Division and, since January
1972, Special Assistant to the Comptroller General, retired on May 12, 1972,
after 37 years of Federal service.

Mr. Bailey attended the University of Denver. Prior to his employment in
GAO, he was an accountant in private indusiry. Since joining the Office in 1935,
he has had broad experience in GAO’s accounting and auditing activities. He
performed extensive work in the area of war contract audits and, in 1944,
became chief auditor for GAQ’s Western Zone which, at that time, covered 11
Western States and the territories of Alaska and Hawaii.

In 1952 he was promoted to assistant director in charge of field operations. In
July 1954 he was appointed director of GAO’s European Branch with headquar-
ters in Paris. During this period he also served as the United States representa-
tive on the North Atlantic Treaty Organization’s International Board of Auditors
for Infrastructure. Upon completion of a 2-1/2-year tour of duty at this foreign
post, he was assigned in July 1956 to the Defense Division as assistant director.
He was promoted to associate director in June 1958, deputy director in 1960,
and director in July 1968, succeeding William A. Newman.

As director of the Defense Division, Mr. Bailey was responsible for the overall
direction of most of GAO’s accounting, auditing, and investigative work in the
Department of Defense, including the Departments of the Army, the Navy, and
the Air Forece and their contractors.

Among Mr. Bailey’s awards are the GAO Meritorious Service Award (1957),
the GAO Distinguished Service Award (1968), the Comptroller General’s Award
{1970), and the National Civil Service League Career Service Award (1971).
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John T. Burns

John T. Burns, associate general counsel for transportation and military pay
and allowances, Office of the General Counsel, retired on February 4, 1972, after
43 years of Federal service.

Mr. Burns served in the War and Treasury Departments before transferring to
the Audit Division of GAO in April 1931. He was assistant chief of the first
GAO field audit office in Lexington, Ky., in 1934; was detailed to assist the
House Military Affairs Committee in 1935 and 1936; and, in 1936 and 1937, he
was chief, Washington Field Office, agricultural conservation program audit.

Mr. Burns transferred to the Office of the General Counsel in July 1937 and
was on the military pay and allowance legal work when he left GAO to enter
active duty as a captain in the Army in May 1942, Upon his release as a
lieutenant colonel in June 1946, he returned to GAO. He was appointed assistant
general counsel in 1957 and associate general counsel in 1958.

He received his LL.B. degree in 1930 and his LL.M. degree in 1931 from
Columbus University and later attended the Accounting School there for 2 years.
He was admitted to the District of Columbia Bar in 1930 and the Bar of the
Supreme Court of the United States in 1959.

Mr. Burns was awarded the Legion of Merit by the Army in 1945 and the
GAO Meritorious Serviee Award in 1953 and 1966. He is a member of the
Federal Bar Association and is a colonel, USAR (retired).
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Oscar B. Carpenter, Jr.

Oscar B. Carpenter, Jr., assistant general counsel for military, Office of the
General Counsel, retired March 31, 1972, after more than 35 years of Federal
service.

Mr. Carpenter attended Lenoir Rhyne College, the University of North Caro-
lina, and Benjamin Franklin University. He received his LL.B. degree from
National University in 1945. He is a member of the North Carolina Bar.

In 1936, Mr. Carpenter entered the General Accounting Office. He worked in
the Audit and Claims Divisions before moving to the Office of the General
Counsel in 1945,
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Stephen P. Haycock

Stephen P. Haycock, associate general counsel, Office of the General Counsel,
retired on March 31, 1972, after more than 30 years of Federal service. He was
responsible for the overall supervision of activities within the Office of the
General Counsel relating to Government contracts.

Mr. Haycock attended Bowdoin College, The George Washington University,
and Columbus University Law School. He received his LL.B. degree in 1934 and
is a member of the Bar of the District of Columbia. He served as an Assistant
U.S. Attorney in Washington, D.C., from 1938 to 1940, and joined GAQ in
1941. In 1959 he was appointed assistant general counsel for contracts.

Mr. Haycock is widely recognized by attorneys and administrators concerned
with Government procurement as a leading expert in the field.
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Rita D. Hornyak

Rita D. Hornyak, senior attorney, Office of the General Counsel, retired March
3, 1972, after more than 31 years of Federal service.

Mrs. Hornyak is a graduate of Boston Business School and of National
University School of Law from which she received her LL.B. degree. She is a
member of the District of Columbia Bar.

Mrs. Hornyak entered the Federal service in 1940 with the Interstate Com-
merce Commission and began her service with GAO in July 1943 as an adjudica-
tor in the Claims Division. In 1960, Mrs. Hornyak was appointed as chief, Index-
Digest Section, and later became attorney-adviser in the Office of the General
Counsel. In June 1970 she received the GAO Meritorious Service Award.
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Clarence G. Phillip

Clarence G. Phillip, deputy assistant general counsel, Office of the General
Counsel, retired on February 4, 1972, after 37 years of Federal service.

Mr. Phillip received his LL.B. degree from Columbus University School of
Law in 1942 and, in November of the same year, was admitted to the District of
Columbia Bar.

Mr. Phillip entered the Federal service in 1935 and transferred to the General
Accounting Office in 1936. He has worked in both the Claims Division and the
Office of the General Counsel.
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Office of the Comptroller General

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

The Industrial College of the
Armed Forces, Washington, D.C., on
“Interface Between GAQO and the
Department of Defense,” February
10.

The Town Hall of California, Los
Angeles, on “Achieving Better Coop-
eration: Washington, California,
Los Angeles,” March 7.

The Rotary Club of Cincinnati,
on “Work of the GAO,” May 4.

The Financial Executives Institute
FEastern Area Conference, Nassau,
Bahamas, on “Governmental Audit-
ing in a Period of Rising Social
Concerns,” May 12.

Mr. Staats has an article entitled
“The Role of the Accountant in the
70°s” in the April 1972 issue of Man-
agement Accounting. Another article
by Mr. Staats—*“A Broader Scope for
Governmental Auditing”—was printed
in the Spring 1972 issue of State Gov-
ernment.

Robert F. Keller, Deputy Comptrol-
ler General, received the Distinguished
Alumni Award of the Alumni Associa-
tion of Benjamin Franklin University

on April 29. Mr. Keller was cited for.

“his outstanding achievement in the
field of Government which has brought

honor to Benjamin Franklin Univer-
sity.”

Mr. Keller spoke before the Denver
Chapter of the Federal Government
Accountants Association, April 13 on
“Commission on Government Procure-
ment and Recent GAQ Organization
Changes.”

E. H. Morse, Jr., Assistant Comp-
troller General:

Addressed the Financial Manage-
ment Institute of the Federal Gov-
ernment of Canada in Ottawa, On-
tario, March 15, on “Financial Man-
agement Activities in the U.S. Gov-
ernment.”

Discussed the work of the GAO
with the Department of Commerce
Science and Technology Fellows,
March 8, and with a group of eco-
nomics majors from Ohio colleges
on their field trip to Washington,
March 20.

Spoke at the Civil Service Com-
mission seminar on Federal Pro-
gram Management on ‘“The Over-
sight Role of GAO,” Oak Ridge,
Tenn., May 9.

The May 1972 issue of the Journal
of Accountancy carries a letter by Mr.
Morse commenting on Statement on
Auditing Procedure No. 49 on internal
control.

On March 15, Thomas D. Morris,.
Assistant Comptroller General, was the
speaker at a luncheon of the American
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Society of Military Comptrollers at
Fort Myer, Va. He spoke on the state
of the art of management in the Fed-
eral Government.

A. T. Samuelson, Assistant Comp-
troller General:

Conducted the National Associa-
tion of Accountants Chapter Opera-
tions Workshop, Pittsburgh, May 5.

Spoke on “The Congressional
Watchdog—GAO” before the Read-
ing, Pa., Chapter, National Associa-
tion of Accountants, May 19.

Office of the General Counsel

Paul G. Dembling, general counsel:
Spoke to the student body of
Duke University Law School on
“The Role of the General Accouni-
ing Office in the Federal Govern-
ment,” Durham, N.C., March 3.

Participated in the Briefing Con-
ference on Government Contracts
cosponsored by the Federal Bar As-
sociation and the Bureau of Na-
tional Affairs, Inc., Philadelphia,
March 5-7.

Spoke before the Government
Contract Claims Course on “Debar-
ment, Suspension & Blacklisting”
presented by The George Washing-
ton University and Federal Publica-
tions, Inc., Orlando, Fla., April
17-21.

Spoke before the American Bar
Association National Institute on
“The GAO’s Bid Protest Remedy,”
Washington, D.C., May 11.

Milton I. Socolar, deputy general
counsel:

Attended and participated in a
course entitled “Living with the
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General Accounting Office” spon-
sored by the College of William and
Mary in cooperation with Federal
Publications, Inc., San Francisco,
February 16-19.

Spoke before the Institute for
New Government Attorneys program
at the Civil Service Commission
Training Center on “Controlling
Agency Policies and Programs,”
Washington, D.C., February 24.

Spoke before a joint meeting of
the Boston Chapters of the National
Contract Management Association
and the Federal Bar Association on
“Factors Affecting a Successful Bid
Protest,” Lexington, Mass., April
12-13.

Poul Shnitzer, assistant general

counsel:

Participated in a program on
Government contracts, cosponsored
by the Marshall-Wythe School of
Law in cooperation with Federal
Publications, Inc., Williamsburg,
Va., February 20-22.

Spoke on programs cosponsored
by the local chapters of the Federal
Bar Association in conjunction with
other public and professional groups
on the new GAO bid protest proce-
dures, Seattle, Portland, and San
Francisco, February 22-26.

Participated in the Briefing Con-
ference on Government Contracts
cosponsored by the Federal Bar As-
sociation and the Bureau of Na-
tional Affairs, Inc., Philadelphia,
March 5-7.

Participated in Government Con-
tracts Symposia sponsored by the
Federal Bar Association, the Metro-
politan Bar of St. Louis, the Ameri-



can Bar Association, the National
Contract Management Association,
the University of Missouri, the Kan-
sas City School of Law, and the
Kansas City Bar Association, St.
Louis and Kansas City, April 12-15.

Spoke before the
Contract Claims Course on “Govern-
ment Contract Claims before the
GAO,” Orlando, Fla., April 18-20.

Spoke before the Defense Ad-

vanced Procurement

Government

Management
Class on “Problems in Formal Ad-
vertising,” Warner Robbins Air
Force Base, Ga., May 3-4.

Robert H. Rumizen, assistant gen-
eral counsel:

Spoke before the National Con-
tract Management Association on
“The Interim Bid Protest Regula-
tions of GAQ,” Dallas, March
19-21.

Seymour Efros,
general counsel:

Spoke before the Advanced Gov-
ernment Contract Administration
Course sponsored by the Small Busi-
ness Administration in cosponsor-
ship with Louisiana State University
on “Recent Procurement Decisions,”
New Orleans, April 13-14.

Martin L. Glass, attorney-adviser:

Participated in a Government
Contracts Symposia, Los Angeles,
Seattle, Portland, and San Fran-
cisco, February 14-26.

Participated in the Briefing Con-
ference on Government Contracts
cosponsored by the Federal Bar As-
sociation and the Bureau of Na-
tional Affairs, Inc., Philadelphia,
March 5-7.

Participated in Government Con-

deputy assistant
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tracts Symposia sponsored by the
Federal Bar Association, the Metio-
politan Bar of St. Louis, the Ameri-
can Bar Association, the National
Contract Management Association,
the University of Missouri, the Kan-
sas City School of Law, and the
Kansas City Bar Association, St.
Louis and Kansas City, April 12-15.
Robert L. Higgins, attorney-adviser :

Spoke before the meeting of the
Colorado Broadcasters Association
on “Title I of the Federal Election
Campaign Act of 1971, Denver,
May 16-18.

Office of Legislative Liaison

Martin J. Fitzgerald addressed the
Civil Service Commission’s Institute in
the Legislative Function on March 22
on “Congressional Operations: The
Role of the General Accounting
Office.” He spoke on GAO’s organiza-
tion and functions to the Commission’s
Congressional Briefing Conference for
Administrative, Technical and Secre-
tarial Support Staff, May 16.

Roger L. Sperry spoke on the role
of the GAO in assisting the Congress
before the Legislative Roundtable for
Executives, sponsored by the Civil
Service Commission, May 9.

Office of Policy

Allen R. V oss, director:

Has been appointed to serve for
the year 1972-73 on the National
Publications Policy Committee of
the Federal Government Account-
ants Association.
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Chaired a panel discussion on
effective writing at the February
meeting of the Washington Chapter
of the National Association of
Accountants.

Represented GAO at the seminar
for procurement
officials and contractor personnel on
“Living With the General Account-
ing Office,” held in Atlanta, Ga.,
sponsored by the College of William
and Mary and Federal Publications,
Inc., May 3 and 4.

Government

Office of Program Planning

William L. Campfield,
director:

Addressed the annual banquet of
Beta Alpha Psi, Texas Christian
University, March 17.

Gave the Cardinal O’Hara Memo-
rial Lecture at the University of
Notre Dame, April 19.

Addressed the awards banquet of
the Department of Accountancy,
Cleveland State University, April 28.

Spoke on “The Audits of Federal
Financed Programs” at a training
course for CPAs sponsored by the
California CPA Foundation and
four Federal agencies in San Fran.
cisco, May 21.

Mr. Campfield has an article entitled
“Improvements in Financial Manage-
ment in the Federal Government” in
the November/December 1971 issue of
Managerial Planning. He aiso has an
article entitled “A Format for Educat-
ing and Developing Federal Account-
ants” in the December 1971 issue of
The Federal Accountant for which he
won an author’s award.

associate
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Office of Personnel Management

Leo Herbert, director:

Participated as a panelist at the
Third Annual Accounting Sympos-
ium of Sacramento State College,
Sacramento, Calif., February 12.

Spoke on “Supply and Demand
for Doctorates in Accounting” at the
N.E. Regional Group Meeting of the
American Accounting Association,
New York City, April 8.

Led a discussion on “Job Pros-
pects for Business School Graduates
in the 70’s in the Governmental
Sector” at the American Association
of Collegiate Schools of Business an-
nual meeting, New Orleans, May
3-6.

Mr. Herbert and Charles O. Mag-
netti, assistant director, attended the
Personnel Directors Conference in

Charlottesville, Va., April 9-11.

Financial and General
Management Studies Division

Donald L. Scanilebury, director:
Spoke before the Northern Vir-
ginia Chapter of the Federal Gov-
ernment Accountants Association,
February. 15, on “Measurement of

Governmental Productivity.”

Was appointed, March 13, to a
3-year term as a member of the Fed-
eral Financial Management Stand-
ards Board of the Federal Govern-
ment Accountants Association. The
Board studies, develops, and promul-
gates financial management stand-
ards applicable to Government and
professional activities.



Chaired a
accounting at the Financial Manage-
ment Conference presented by the
Joint Financial Management Im-
provement Program, March 20.

Mr. Scantlebury also published a
paper “The Structure of a Manage-
ment Audit Finding” in the March/
April 1972 issue of The Internal Audi-

tor.

Richard W. Maycock, deputy direc-
tor, spoke to accounting and public ad-
ministration students at Brigham
Young University, Provo, Utah, Feb-
ruary 24, on budgeting and accounting
in the Federal Government. On the fol-
lowing day he led a discussion in the
Business Faculty Colloquium on the
need for improvement in financial
management and steps being taken to

seminar panel on

achieve it.

Keith E. Marvin, associate director:

Participated in a conference spon-
sored by the Association for Public
Program Analysis, March 2, on the
topic “Is PPBS Dead?”

Gave a lecture before the Civil
Service Commission course in PPB
on the role of GAO in providing
improved budgetary and fiscal infor-
mation for the Congress, March 25.

Participated as a panel member at
a conference titled “Want To Be an
Author?” and was one of the three
panel members who spoke on expert
views of proper usage of terminol-
ogy, April 10. This conference was
sponsored by the Association for
Public Program Analysis.

Harry C. Kensky, associate director:

Was program director and faculty
member for a 3-day course in “Plan-
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ning, Managing, and Reporting for
Audit Managers” given at the Inter-
agency Auditor Training Center,
March 22-24.

Was panel moderator at the
FGAA Philadelphia Chapter’s 15th
Annual Symposium on “Update—
Cost Accounting Standards,” May
12.

Was elected director of the Mont-
gomery-Prince Georges Chapter,
FGAA, for fiscal year 1973.
Mortimer A. Dittenhofer, assistant

director:

Spoke to the Federal Audit Exec-
utives Council on “The Audit Stand-
ards,” February 7.

Made presentations on this sub-
ject to the Washington Chapter, In-
stitute of Internal Auditors, Febru-
ary 22; and the Atlanta Chapter,
Federal Accountants
Association, February 23.

Presented a talk on “The CPA
and Standards for the Auditing of
Governments” to the Society of
CPAs, Madison, Wis.,, April 20;
Lansing, Mich., April 24; and Sun
River, Oreg., May 11.

Harry I. Mason, Jr., assistant direc-
tor, received the Beta Alpha Account-
ing Association Award of LaSalle Col-
lege in Philadelphia in recognition of
his outstanding achievements in the
profession of accounting.

Government

Robert V. Farabaugh, operations re-
search analyst, was a member of a
panel on Operations Research Evalua-
tion of Health Planning Policies at the
41st National Meeting of the Opera-
tions Research Society of America,

New Orleans, April 28.
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On March 9-11, in cooperation with
the National Academy of Public Ad-
ministration, the FGMS Division con-
ducted a conference in Rockville, Md.,
on evaluation of welfare programs.
‘The conference focused on current
problems, methods, and processes of
evaluating the effectiveness of welfare
programs. Its purpose was to provide
participants with insights that would
be beneficial to GAQ’s evaluation ef-
forts.

Speakers at the conference included
Federal and State officials, educators,
and consultants who have studied and
dealt with the problems of welfare pro-
grams.

The 19 GAO participants at the con-
ference were: Elmer B. Staats, Comp-
troller General; E. H. Morse, Ir., and
Allen R. Voss, Office ol Policy and
Program Planning; A. T. Semuelson,
Gregory I. Ahart, Dean K. Crowther,
Victor L. Lowe, John D. Heller, Mor-
ton E. Henig, Ronald F. Lauve, Rich-
ard L. Fogel, Thomas F. Rider, Civil
Division; Stewart D. McElyea and H. L.
Krieger, Field Operations Division;
and Donald L. Scantlebury, Frederic
. Smith, Keith E. Marvin, M. A. Dit-
ienhofer, and Ralph J. Guokas, Finan-
cial and General Management Studies
Division.

The welfare conference was the first
in a series of conferences dealing with
program evaluation.

General Government Division

Stephen J. Varholy,
zuditor, recently completed a 10-week
work and study assignment with the
Commonwealth of Pennsylvania De-

supervisory
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partment of Health under the Intergov-
ernmental Affairs Fellowship Program
sponsored by the Civil Service Com-
mission.

International Division

Oye V. Stovall, director, discussed
the role of the GAO with about 35
attendees of the Brookings Institu-
tion’s Conference for Business Execu-
tives on Federal Government Opera-
tions, March 6.

Joseph P. Normile, director, Euro-
pean Branch, was elected director-at-
large of the Frankfurt International
Chapter of the National Association of
Accountants at its March 9 annual
general meeting.

Frank M. Zappacoste, assistant
director, and James Darlington, super-
visory auditor, spoke on the role and
functions of GAO at the Administra-
Operations and Management
Course conducted by the Foreign Serv-
ice Institute for State Department per-
sonnel, April 14.

tive

Logistics and
Communications Division

C. R. Comfort, assistant director,
and Charles C. Loomis, chief, motor
audit branch, were guest lecturers at
the Defense Advanced Traffic Manage-
ment Course, U.S. Army Transporta-
tion Course, U.S. Army Transportation
School, Fort Eustis, Va., in April.

Manpower and Welfare Division

Gregory J. Ahart, director:
Spoke before the Langley Park



Rotary Club of Maryland about the
work of the GAQO, February 28.
Participated in a panel discussion
on “Intergovernmental Relations
and Accountability in Federally As.

sisted Social Programs” at the 1972

National Conference on Public Ad-

minisiration held by the National

Academy of Public Administration,

New York City, March 23.

Addressed the
Labor, Office of Program Review
and Audit National Training Con-
ference, Washingtonian Motel Coun-
try Club, Maryland, regarding au-
diting as it is done in GAO dealing
with Labor Department programs,

May 15.

Marcus R. Clark, Jr., supervisory
auditor, attended the National Institute
of Public Affairs’ eighth urban affairs
conference for Federal officials, Dallas,
January 30-February 4.

Department of

Procurement and
Systems Acquisition Division

Hassell B. Bell, deputy director, met
with a group of about 40 graduate stu-
dents at the Harvard Business School,
Boston, on May 10. The general topic
of the discussion was project manage-
ment.

Brassey’s Annual, an international
journal thought, has
accepted for publication a 10,000-word
article, “Close Air Support: Design of
the Mission,” by Timothy D. Desmond,
supervisory management analyst. Bras-

of military

sey’s Annual, published in Great Brit-
ain, is in its 82d year and has seldom
included articles by American writers.
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Resources and Economic
Development Division

Interviews with Henry Eschwege,
director, Philip Charam, deputy direc-
tor, and Edward Densmore, assistant
director, formed the basis for an arti-
cle entitled “Watchdog Audits Envi-
ronmental Program” in the May 1972
issue of the FEnvironmental Science
and Technology magazine.

J. Dexter Peach, assistant director,
attended the Program for Management
Development at the Harvard Univer-
sity Graduate School of Business Ad-
ministration, Boston, Mass., from Feb-
ruary to May 1972,

Walter B. Hunter, assistant director,
participated in the Brookings Institu-
tion Conference for Federal Manage-
ment and Program Executives, Wil-
liamsburg, Va., April 9-21.

Samuel Sherman, Clare Rohrer, and
Alton Turman, supervisory auditors,
attended a l-week conference of the
National Institute of Public Affairs in
Philadelphia, Pa., April 23-28.

John Endlich, supervisory auditor,
participated in an Atomic Energy
Commission Transporiation Manage-

Oak Ridge, Tenn.,

ment Seminar,

March 20-22.

Transportation
and Claims Division

T. E. Sullivan, director, attended the
meeting of the Revenue Accounting
Committee of the Association of Amer-
ican Railroads in Milwaukee, June
12-14. He addressed the committee on
the status of the Joint Agency Trans-
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portation Study recommendations,
pending legislation before the Con-
gress to eliminate slow payments for
transportation services furnished the
U.S. Government, and proposed
changes by the Department of Trans-
portation in the Government bill of
lading to adapt it to the standard mas-
ter format for bills of lading. In addi-
tion, he discussed problems of mutual
concern in the settlement of rail car-
riers’ accounts with the Government.
Arthur E. Parry, staff assistant,
transportation audits, participated in
the seminar on Management of Organi-
zations held at the Executive Seminar

Center, Kings Point, N.Y., May 14-26.

Field Operations Division

David P. Sorando, regional man-
ager, Cincinnati, attended the Execu-
tive Development Course conducted by
the Federal Executive Institute, Febru-
ary 6-March 31, Charlottesville, Va.

Daniel L. McCafferty, staff manager,
Cincinnati, participated in a panel dis-
cussion on future trends in Federal
financing at the Futuristic Manage-
ment Conference held at Eastern Ken-
tucky University, April 20.

Arthur D. Gross, supervisory audi-
tor, Cincinnati, participated in the In-
ter-Governmental Affairs Fellowship
Program, January 10-March 30, Jack-
son, Miss.

Irwin M. D’ Addario, regional man-
ager, Denver, participated in two semi-
nars on Management Performance Re-
views, at the University of Colorado
Graduate School of Business, February
9, and at the University of Denver
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Graduate School of Business, February
28. Mr. D’Addario has been appointed
to the Committee on Cooperation with
Colleges of the Colorado Society of
CPAs.

James E. Mansheim, assistant re-
gional manager, Denver, spoke to a
group of supervisors of the Denver De-
partment of Welfare, March 31, on
“GAO—Its Responsibilities and Audit
Approach.”

Bernard L. Lowery, audit manager,
Denver, spoke to the Denver Chapter,
National Coniract Management Asso-
ciation, February 24, on “GAO’s Au-
diting Role for the Congress.”

Robert A. Correll and Oliver W.
Krueger, supervisory auditors, Detroit,
and Michael Gryszkowiec, auditor
from GAO’s Department of Transpor-
tation audit staff, recently participated
in a 2-day workshop on computers at
the University of Michigan. The work-
shop was sponsored by the National
Highway Traffic and Safety Adminis-
tration in cooperation with the Uni-
versity of Michigan and the automobile
industry to familiarize participants
with the university’s computer system
for analyzing accident data. Data is
accumulated throughout the couniry
by investigation teams and transmitted
to the university.

During the April 27 Commerce Day
activities at the School of Business and
Economies, Central Missouri State Col-
lege, K. F. Luecke, assistant regional
manager, Kansas City, spoke on the
need for business administration tal-
ents at all levels of the public sector.

On April 25, Clifford 1. Gould, as-

sistant regional manager, St. Louis, ad-
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REGIONAL MANAGERS' CONFERENCE, APRIL 23-26, 1972, SAN ANTONIO, TEX.

Seated left to right: Donald L. Scantlebury, Director, Division of Financial and General
Management Studies; Leo Herbert, Director, Office of Personnel Management; Thomas D.
Morris, Assistant Comptroller General; A. T. Samuelson, Assistant Comptroller General;
John E. Thornton, Director, Field Operations Division; Elmer B. Staats, Comptroller Gen-
eral; Robert F. Keller, Deputy Comptroller General; E. H. Morse, Ir., Assistant Comptroller
General; Milton J. Socolar, Deputy General Counsel; Clerio P. Pin, Director, Office of Ad-
ministrative Planning and Services.

Standing lst row left to right: Clyde E. Merrill, Special Assistant, Field Operations Division;
Charles H. Moore, Detroit; H. L. Krieger, Washington; Alfred M. Clavelli, San Francisco;
William N. Conrardy. Seattle; Stewart D. McElyea, Deputy Director, Field Operations Divi-
sion; James H. Rogers, Ir., Philadelphia; Walter H. Henson, Norfolk; Jerome H. Stolarow,
Los Angeles; David P. Sorandoe, Cincinnati; Alfonso J. Strazzullo, New York; William D.
Martin, Director, Organization and Management Plenning Staff.

Standing 2nd row left to right: Jimmy J. Bevis, New Orleans; Deon H. Dekker, Dallas;
Prilip A. Bernstein, Assistant Director, Resources and Economic Development Division;
Robert W. Hanlon, Washington; James J. Jodon, Ddilas; Paul C. DeLassus, Dallas; Joseph
Eder, Boston; Richard J. Madison, Atlanta; Irwin M. D’Addario, Denver; Kenneth J.
Weary, Jr., Kansas City; Myer R. Wolfson, Chicago; Charles 0. Magnetti, Assistant Director,
Office of Personnel Management; Walton H. Sheley. Ir., Dallas.

dressed the Central Arkansas Chapter
of NAA in Fayetteville on the func-
tions and responsibilities of the Gen-
eral Accounting Office.

William Shields, supervisory audi-

tor, Kansas City, spoke to three

accounting classes at the University of
Nebraska on the General Accounting
Office and its purposes and objectives,
April 3.

Arthur Zago, audit manager, Kansas
City, spoke to the University of Kan-
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sas City graduate accounting class,
April 20, on the subject of Govern-
ment contracting.

James E. Cravens, supervisory man-
agement auditor, Los Angeles, spoke
before the National Contract Manage-
ment Association, San Diego Chapter,
February 23, on ‘“Misconceptions in
Research Contracting.” He covered the
current scope of basic and applied re-
search effort and the phenomenal rate
of growth in research funding, the
sources of research funds, and the per-
formers of research. Mr. Cravens also
participated in a discussion concerning
technological risk at an Advisory
Board Meeting of the Bureau of Na-
tional Affairs, Federal Contracts Re-
port, in San Francisce, February 24.

J. H. Stolarow, regional manager,
Los Angeles, spoke before the Institute
of Internal Auditors, San Diego Chap-
ter, May 21, on “Should Cost.” He
also spoke before the Institute of Inter-
nal Auditors, Inland Empire Chapter,
Riverside, Calif., April 19, on “Com-
municating with the
Audit Report.”

Kelton M. Seelig, supervisory audi-
tor, Los Angeles, spoke to the San Fer-
nando Valley State College Accounting
Association on management auditing
by GAO, May 3.

George Vissio, Ir., supervisory audi-
tor, Los Angeles, discussed the GAO
defense industry profit study, April 17,
in a seminar in Administrative
Accounting, California State College,

Management

Fullerton.

Thomas J. Schulz, supervisory man-
agement analyst, Los Angeles, spoke to
a public administration class at Long
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Beach City College, April 5 and 19, on
functions of GAO and formulation of
public policy at the Federal level.

On April 10, the Norfolk Regional
Office conducted a 2-hour seminar for
the senior accounting class, Old Do-
minion University, Norfolk, Va. James
S. Windschitl, supervisory auditor, dis-
cussed the functions and responsibil-
ities of the General Accounting Office;
Walter H. Henson, regional manager,
lectured on the conceptual approach to
audits of management performance;
and John A. Stanley, audit manager,
presented illustrative case studies.

Mr. Henson has been appointed As-
sociate Director, Program Committee
of the National
Accountants.

Association of

Valentine Tomicich, assistant re-
gional manager, and Robert Barbieri,
supervisory auditor, New York, spoke
on GAQ's role and function to a group
attending a
course on Federal Administrative Pro-
cedures, March 23.

“Accounting Education: For What
Purpose?” by William N. Conrardy,
regional manager, Seaitle, was printed
in the Winter 1972 issue of the Jour-
nal of Contemporary Business, pub-
lished by the University of Washing-
ton.

Gary D. McGill and L. Neil Ruther-
ford, supervisory auditors, Seatlle,
jointly addressed the Fifth Biennial
Governmental Accounting and Audit-
ing Seminar sponsored by the Oregon
Society of CPAs at Sun River, Oreg.,
May 11, on “Performance Auditing.”

of Federal employees

They also presented this same topic to
the Oregon Association of Fiscal and



Administrative Officers at Salem,
Oreg., May 12. Mr. McGill also ad-
dressed the Western Montana Chapter
of the National Association of
Accountants, Missoula, Mont., Febru-
ary 17, on “Management Auditing.”

Joanne M. Elmslie and Carl E.
Weber, supervisory auditors, Seattle,
were elected secretary and president,
respectively, of the FGAA Seattle
Chapter for fiscal year 1973.

Robert L. Blackstone and John M.
O’Meara, supervisory auditors, Seaitle,
jointly addressed the Seattle Regional
Office field stafl of the Manpower Ad-
minisiration on “GAQ’s Role and
Function,” February 25.

Hyman L. Krieger, regional man-
ager, Washington, conducted a brief-
ing on May 10, for Nasin A. Jafarey,
Director of Commercial Audit, Office
of the Comptroller and Auditor Gen-
eral of Pakistan. Joe B. Stevens, John
E. Converse, Bernard J. Trescavage,
and Robert B. Eurich, supervisory

PROFESSIONAL ACTIVITIES

auditors, gave a joint presentation to
Mr. Jafarey on the audit of Govern-
ment corpora'tions.

James B. Deemer, supervisory audi-
tor, Washington, spoke before a joint
meeting of the Delta Mu Delta Na-
tional Business Honorary Society and
the Wesleyan Business Honorary So-
ciety at West Virginia Wesleyan Col-
lege on March 13. His topic was “The
Types of Audits Performed by the
General Accounting Office.”

Valdis Karklis, audit manager,
Washington, participated in the con-
ference on “United States in the Infor-
mation Society of the 70’s and 80’s,”
New York City, February 14-15. The
conference, sponsored by the Senior
Executives Council of the Conference
Board, included a comprehensive over-
view of information technology and its
implications for decisionmakers in
Government, business, education, and
politics.
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Successful Candidates—

November 1971 CPA Examination

Listed below are the employees who passed the November 1971 CPA

examination:

Name

Van D. Carlton, Jr. o ______

Gary K. Dragseth

Robert A. Morin _____________
Michael Piazza .._____________
Richard A. Raker __________.
Edward A. Redding — ...
R. Peter Taliancich ..____._.___
David B. Utzinger ____________

Eugene Wichmann

Name

Richard Lawson oo o

Samuel Oliver oo

Eric Reichley

—--Los Angeles

___Dallas .

Paul I Wilson ... __.____

REcional OFFICE

Regional Office

_--Los Angeles
---San Francisco

WASHINGTON

Division

-.-Financial and General
Management Studies ____
_--Resources and Economic
Development ___________

Resources and Economic

Robert Rieck _________________
*Steve Virbick oo

*May 1971 CPA Examination
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Development _____.__._..
---General Government ______
-.-Financial and General
Management Studies .____

State
California
Colorado
California
California
California
Pennsylvania
Louisiana

Minnesota
Minnesota

State
District of Columbia
District of Columbia

Virginia
West Virginia

California
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The following new professional staff members reported for work during the
period February 16, 1972, to May 15, 1972.

Office of Administrative
Planning and Services

Office of Federal

Elections

Federal Personnel
and Compensation
Division

Financial and General
Management Studies
Division

Logistics and
Communications
Division

Office of Personnel
Management

Soranno, Donato S.

Hughes, Phillip S.

Kill Kelley, John L., Jr.

Anderson, Barry B.
Chan, Raymond M.
Cohen, Wallace M.

Curtis, Thomas P.
Hagenstad, M. Thomas
Pichney, Jack

Reef, Rodman K.
Stout, Larry D.

Bailey, Wilbur W.

Bensey, Roger L., Jr.
Detweiler, John H.
Fair, James M.
Hoerer, Richard F.
Imbrogno, Frank W.
Minnich, John E.
Moore, Lynn B,
Mount, David F.
Powell, Joe S. P,

Commission on the Organization
of the Government of the Dis-
trict of Columbia

Consultant—Executive Office of
the President

U.S. Civil Service Commission

University of Washington
Fresno State College
Department of Health, Education,
and Welfare
National Science Foundation
Executive Office of the President
Department of the Navy
Columbia University
Department of Agriculture

Department of Defense

Virginia Polytechnic Institute
Oregon State University

Oregon State University
University of Oregon

Duquesne University

West Virginia University

East Tennessee State University
West Virginia University
University of South Carolina
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NEW STAFF MEMBERS

Procurement and Systems
Acquisition Division

RecionaL OFFICES

Atlanta

Chicago

Cincinnati

Denver

Kansas City

Norfolk

San Francisco

Washington
(Falls Church)
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Stolba, Robert J.
Tomchick, Edward A.

Kezar, Charles A.
Moran, David H.
Tuck, Richard E.

Harris, Alton C.

Burns, Atwood L.
Carmichael, Robert C.
Lidman, Robert L

Barr, Lynwood

Johnson, Aleen M., Miss
Ringley, Harold E.
Shelton, Donald G.

Campbell, Richard D.
Rachetto, Paul D.

Nichols, Carole J., Miss

Fahrion, David D.
Willer, J. Stephen

Bredfeldt, Hans R.
Lambert, William E.
Raube, James D.

Berry, Fredrick D.
Latourney, Paul D.
Petty, John L.

Shafer, Fred J., Jr.

University of Maryland
Pennsylvania State University

Logistics Management Institute
Department of Defense
Planning Research Corporation

Florence State University

University of Illinois
Consultant—H & R Block

University of Wisconsin

Central State University
Indiana State University
Purdue University

U.S. Air Force

University of Denver
University of Denver

University of Arkansas

University of California
Kent State University

Consultant—Consulting Services
California State College
University of Utah

Alabama State University
University of Delaware
David Lipscomb College
University of West Virginia



READERS’

More on Proposal Studies

Congratulations to Mr. Desmond for
a good presentation on a difficult area
(“A Method and Format for Proposal
Studies” in the Winter 1972 edition of
The GAO Review). Congress has need
for the complete and objective “situa-
tion pictures” which GAO can make
available as assists in decisionmaking.

GAO has tended in the past to proc-
ess proposal studies with some diffi-
culty, possibly because of the lack of
sufficient concrete documentation. It is
always easier, furthermore, to look
back, or even analyze the present, than
to “frame” the future. Yet it is the
latter which renders Congress the most
assistance in making decisions {and
commitments) which are not prema-
ture. The true test of professional com-
petence is the ability to provide an-
swers to “how will I do” and “how am
I doing” (the future tense is the most
rather than

important) “how have

I done.”

If Mr. Desmond’s item has a short-
coming, it is the omission of the expe-
riences in processing proposal studies
through GAO as well as the results
achieved by such studies. This omis-
sion, hopefully, will be remedied in fu-
ture articles on this field of audit.

S. 8. Podnos,

Assistant Director,
Procurement and Systems
Acquisition Division.

The author, Timothy D. Desmond,

comments:

Mr. Podnos’ points are well taken.
Processing through the Office the first
few proposal reports with which the
author was associated was arduous.
Mainly this was because the studies
were very different from our usual
work.

The proposal studies covering air-
to-ground missiles helped the Congress
to decide the postponement of several
hundred million dollars for procure-
ment until more missile development
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READERS' COMMENTS

and testing work was done. In this
sense a proposal study may indicate
savings through postponing or cancel-
ing a proposed investment.

On the other hand, another proposal

study might serve to recommend a new
or added investment; still others may
not deal with money at all, but like the
one on competitive prototyping, spon-
sor a new method or policy.

GAO Report on Comparison of Military
Research and Development Expenditures
of the United States and the Soviet Union

I believe that in general I would agree with most of the findings.
I believe it was a very constructive thing for them to have done, and
it was very desirable for the Congress to receive it.

George W. Rathjens

Professor of Political Science, Massachusetts
Institute of Technology

I find it a sensible and persuasive report.
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Richard R. Nelson

Professor of Economics, Yale University

Comments made during the Joint Eco-
nomic Committee hearings on the eco-
nomics of national priorities, Part 2,

August 10, 1971.



Annual Awards for Articles Published in The GAQ Review

Cash awards are available each year
for the best articles written by GAO
staff members and published originally
in The GAQO Review. Each award is
known as the Award for the Best Arti-
cle Published in The GAO Review and
is presented during the GAO awards
program held annually in June in
Washington.

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.

Staff members through grade GS-15
at the time of publication are eligible
for these awards.

The awards are based on recommen-
dations of a panel of judges desig-
nated by the Comptroller General. The
judges will evaluate articles from the
standpoint of the excellence of their
overall contribution to the knowledge
and professional development of the
GAQ staff, with particular concern for:

Originality of concepts.

Quality and effectiveness of written
expression.

Evidence of individual research per-
formed.

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 gener-
ally express the views of the authors, and they do not necessarily 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 submitied for publications should be typed (double-spaced) and
range in length between five 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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LIAISON STAFF

Office of the Comptroller General

Office of the General Ccunsel

Office of Administrative Planning
and Services e

Office »{ Persennel Maragementi

Office of Policy .

Offce of Frogram Planning .

Office nf Internal Review . .

Federal Personnel and Cempensaficn
Division C e e

Financial and Generaj Manzgemeni
Studies Division .

General Government Division .

Iniernational Division

Logistics and Communicaiions Division .

Manpower and Welfare Division .

Procurement and Systems Acquisition
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Division e e e e e .

Transportation and Claims Division .

Field Operations Division .

Atlanta

Boston .

Chicago

Cincinnati

Dallas .

Detroit . .

Kansas City

Los Angeles

New York

Norfolk

Philadelphia

San Francisco .

Seattle .

Washington .

E.H. Morse, 1., Coordinator
Virncent LaBella

Larry A. Herrmonn
N. B. Cheatham
Eugene L. Pahi
Daniel L. Johnson
Robert M. Gilroy

Joseph ]. Kline

Rodney E. Espe

Leo Schimel

Charles E. Hughes
Howard R. Manning
Harold L. Stugart

Fronk W. Kimmel

I. Dexter Peach
Joseph Goldman
Clyde E. Merrill
Andrew F. McCall
Charles F. Carr
Clement K. Preiwisch
Daniel L. McCafferty
James J. Jodon
Donald R. Schmidt
Arnett E. Burrow
Eugene T. Cooper, Ir.
William F. Paller
Lindsay B. Harwood
Horace Y. Rogers
Jose F. Campos
Richard O. Long
Gloria H. Mayer

EDITORIAL ASSISTANCE

Office of the Comptroller General
Office of Administrative Planning
and Services

Josephine M. Clark

Jane A. Benoit
Alice E. Graziani
Linda M. Lysne
Carol L. Thysell
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