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Preface

The General Accounting Office was established by the Budget and
Accounting Act of 1921, Since then new legislation and modified pol-
icies have been adopted that enable GAO to meet the needs of the Con-
gress as it comes to grips with increasingly complex governmental
programs and activities.

GAO has initiated a History Program within its Office of Policy to ensure
that the basis for policy decisions and other important events are sys-
tematically recorded for posterity. The program should benefit Con-
gress, future incoming Comptrollers General, other present and future
GAO officials, Ga0’s in-house training efforts, and scholars of public
administration.

The primary source of historical data is the written record in official
government files. A vital supplement contributing to a better under-
standing of past actions is the oral history component of the program.
Key governmental officials who were in a position to make decisions and
redirect GAaO's efforts are being interviewed to record their observations
and impressions. Modern techniques make it possible to record their
statements on videotapes or audiotapes that can be distributed to a
wider audience, supplemented by written transcripts.

Elmer B. Staats, Comptroller General of the United States from 1966 to
1981, was interviewed by present and former GAO officials (see p. vii) on
videotape at GA0 Headquarters in Washington, D.C., on April 9, May 4,
and May 7, 1987. This document is a transcript of the videotape; though
a number of editorial changes have been made, GAO has tried to preserve
the flavor of the spoken word.

Copies of the videotape and this document are available to GAo officials
and other interested parties.,

addy A, el

Charles A. Bowsher
Comptroller General
of the United States
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Biographical Information

Elmer B. Staats

Mr. Staats completed his 15-year term as Comptroller General of the
United States on March 4, 1981. Appointed to this position by President
Lyndon B. Johnson, he entered office in March 1966.

A native Kansan, Mr. Staats began his service in the federal government
as a career employee on the staff of the Bureau of the Budget (now the
Office of Management and Budget) and served in positions of increasing
responsibility until his appointment by President Truman as Deputy
Director of the Budget in 1950. During the World War II period, he was
responsible for organizing, financing, managing, and coordinating the
principal civilian war agencies.

In 1953, he was appointed by President Dwight D. Eisenhower as Execu-
tive Officer of the Operations Coordinating Board of the National Secur-
ity Council, which was responsible for coordinated implementation of
U.5. foreign policies and operations in foreign countries. In 1958, he
returned to the Bureau of the Budget, where he was reappointed Deputy
Director by President. Eisenhower in 1959, continuing in that position
under President John F. Kennedy and Johnson.

Mr. Staats holds an A.B3. from McPherson College in Kansas, an M.A.
from the University of Kansas, and a Ph.D. from the University of Min-
nesota. He holds honorary degrees from eight universities and distin-
guished service awards from the University of Kansas and the
University of Minnesota. Other honors include Phi Beta Kappa, Alpha
Kappa Psi, the Rockefeller Public Service Award, the Productivity
Award of the American Productivity Center, the Medal of Honor of the
American Institute of Certified Public Accountants, the Presidential Citi-
zens Medal, the Hubert Humphrey Medal, and the Public Service
Achievement Award of Common Cause. He was named an honorary
member of the National Security Industrial Association and elected to
the Accounting Hall of Fame in 1981.

Mr. Staats serves on the Board of Directors of several corporations and
nonprofit organizations. He also is Chairman of the Board of Trustees of
the Harry S. Truman Scholarship Foundation. He has been active for
many years in the Conference Board, the American Management Associ-
ation and the National Academy of Public Administration. He was
National President of the American Society for Public Administration in
1961-62 and was a founding member of the organization in 1939, as well
as of the National Academy of Public Administration in 1967. In 1984,
he was appointed a member of the Governmental Accounting Standards
Board.
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Biographical Information

Mr. Staats is a member of the Cosmos and Chevy Chase Clubs and the
Metropolitan Memorial United Methodist Church of Washington, D.C. He
married Margaret Rich of Woolrich, Pennsylvania, in 1940 and they
reside in Washington. D.C. They have three children.
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Interviewers

Henry Eschwege retired in March 1986 after almost 30 years of service

Henry Eschwege in cao under three Comptrollers General. He held increasing responsibil-
ities in the former Civil Division and became the Director of GAO’s
Resources and Economic Development Division upon its creation in
1972. He remained the Director after the division was renamed the Com-
munity and Economic Development Division. In 1982, he was appointed
Assistant Comptroller General for Planning and Reporting.

Werner Grosshans became Director of the Office of Policy in December

Werner Grosshans 1986. He began his diversified career as a government auditor in 1958 in
the San Francisco Regional Office and held positions of increased
responsibility; he was appointed Assistant Regional Manager in 1967. In
July 1970, he transferred to the U.S. Postal Service as Assistant
Regional Chief Inspector for Audits. In this position, he was responsible
for the audits in the 13 western states. In October 1972, he returned to
GAO to the Logistics and Communications Division. In 1980, he was
appointed Deputy Director of the Procurement, Logistics, and Readiness
Division, and in 1983, he was appointed Director of Planning in the
newly created National Security and International Affairs Division. In
1985, he became Director of the Office of Program Planning, where he
remained until going to the Office of Policy.

Donald J. Horan, Assistant Comptroller General for Planning and

Donald .J. Horan Reporting since March 1986, joined Gao in 1955. He held positions of
increasing responsibility in the New York Regional Office before trans-
ferring to the Audit Policy Staff of the Office of Policy and Special Stud-
ies in 1965, In 1968, he was designated Assistant Director for Auditing
Policy. He served as an Assistant Director in the Procurement and Sys-
tems Acquisition Division from 1972 to 1974, when he was designated
the Director, Office of Policy. In 1978, he was designated Deputy Direc-
tor, Logistics and Communications Division, and in 1981, he became
Director, Procurement, Logistics, and Readiness Division. In May 1983,
he again became the Director of the Office of Policy.

Fliz Poel Elizabeth Poel is a historian in the Office of Policy. She joined Ga0 in

lizabeth Poe 1976 in the Technical Library, where she was a Supervisory Librarian.
For the past 4 years, she has been instrumental in establishing GAaoO’s
archival and historical program.
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[nterview With Elmer B. Staats

Introduction

Mr. Eschwege

Mr. Staats

Mr. Eschwege

Hello, Mr. Staats, nice to see you here, I guess you know Werner Gross-
hans, Don Horan, and Elizabeth Poel. We are delighted you could meet
with us here today.

Let’s see, it has been a little over 6 years since you completed your term.
Right?

Six years on the 4th of March.

That was a 15-year term; we would like to discuss a little bit about how
you came to the office and some of the highlights of that 15-year term.
We also want to get some insights by having you reflect on some of the
things that you feel were particularly noteworthy. I think the way
maybe to start is at the beginning.

Biographical Data

the education process and came to Washington? We certainly would like
to hear a little bit about your illustrious carcer at Bos (Bureau of the
Budget) and how you got to GAO.

Education

Mr. Staats

Some of that goes back quite a long way. Well, my educational back-
ground was a small college in central Kansas—McPherson College. Then
a master’s degree at the University of Kansas where I more or less
changed my career goal.

I had planned for a carcer in journalism, but this was during the depres-
sion years so [ hoped maybe somehow I could get more directly involved
in dealing with some of the problems. So I decided when I went to the
University of Kansas to major in government and economics. Then from
there I went to the University of Minnesota to work on my doctorate. In
my third year therce, [ got a fellowship to come to Washington as a Fel-
low of the Brookings Institution to finish my doctoral dissertation. In
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Interview With Elmer B. Staats

Minnesota, I had a combined program in economics, business administra-
tion, and government. Needless to say, | did not have much accounting
at this time.

Bureau of the Budget

From Brookings, 1 went to work as a very junior staff member in the
then Bureau of the Budget which was located organizationally and
physically in the Treasury Department. This was in June 1939. This was
right on the heels of a major study that President Roosevelt had ordered

by a Committee on Administrative Management which concluded that
the President, they said, needs help.

So out of that grew a concept of an Executive Office of the President.
President Roosevelt at that time had virtually no staff—maybe three or
tour professional people plus secretarial help. So the Executive Office of
the President was established to reinforce the staff needs for President
Roosevelt. There was a National Security Resources Board which Presi-
dent Roosevelt’s uncle, Frederic Delano, chaired. There was an Office of
Government Reports which a newspaperman, Lowell Mollett, headed; it
was designed to provide the President with progress reports on eco-
nomic recovery. Then there was a Liaison Officer for Personnel Manage-
ment-—a man named McReynolds who came out of the Treasury
Department. The President’s committee had recommended an agency,
single-headed, to deal with personnel problems, reminiscent of really
what we have today. That was very controversial, so they settled the
issue by having a liaison officer in the Executive Office who had worked
with the agencies and the Civil Service Commission (CSC).

Then, of course, there was the Bureau of the Budget. President
Roosevelt made a great point of our being moved out of the Treasury
Department. Symbolically, he did not like the idea of our being regarded
as a part of the Treasury Department rather than the Executive Office.

The question was where to put us. He wanted us to come over to what is
now the Executive Office Building—the old State, War and Navy Build-
ing—but the State Department said there was no room for us. President
Roosevelt did not quite accept that. Cordell Hull was the Secretary of
State; President Roosevelt said he would like to make a firsthand inspec-
tion. So, in his wheelchair, he went over and started down the hall. At
that time, that building had slat doors (it was built in the old style so
you have ventilation through slat doors). So he would go down and ask
that those doors be open and he would examine the files. Well, to make a
long story short, the first file he opened was Fish and Wildlife in the
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Interview With Elmer B. Staats

1890’s. So he said that scttled it; the Budget Bureau is coming in here.
We moved into the north end of the building and the State Department
was there also. At that time, interestingly enough, the State Department,
the War Department. and the Navy Department were entirely housed in
that building.

It gives you some idea of the change since then in the size and complex-
ity of the government. That was how [ got into government.

I did a lot of recruiting which gave me some ideas for GAO when [ was
recruiting from colleges and universities. [ helped on the management
side a great deal and then the war came along and [ was a member of a
group of about 15 or 20} people who were assigned the job of helping to
establish the defense agencies-—this was before Pearl Harbor. In the
Executive Office, there was something called an Office for Emergency
Management which was just a shell. There was nobody in it, but it was
created largely to take care of a situation where we might have an emer-
gency. They were thinking mostly about the possibility of some disaster-
type emergency. It provided a good shell, a good arrangement, to even-
tually create this whole myriad of war agencies. In effect, we were plan-
ning for a period when we might get involved in the war. We had price
control, war production control, economic stabilization information, and
censorship. The oss (Office of Strategic Services) was created during
that time; we were all involved in not only setting these agencies up,
writing the executive orders, writing the budget, overseeing them, and
helping them get started. So this was the period from 1941 up through
1945.

By the end of that time, [ was the head of a group that was involved in
all the domestic war agencies. We had the job of winding down the con-
trols. I remember particuiarly we had something called the Office of
Temporary Controls. The Administration was so concerned about the
fact that these regulations might stay on that they wanted to call it
something which would make it clear that it was to be of a temporary
nature.

Jim Webb was appointed Director of the Budget in 1945. He came out of
the Treasury Department and asked me shortly thereafter to come over
and be his assistant. [ was there for about a year. Then I became the
head of something called the Office of Legislative Reference which had
responsibility for coordinating the agencies’ views on both legislative
proposals and enrolled hiils. 1 was in that job for about 2 to 3 years and
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Interview With Elmer B. Staats

then I moved up to be the number 3 person in the Budget Bureau. Presi-
dent Truman appointed me Deputy Director in 1950.

So, all together, I had more than 20 years in the Bureau, but there was a
hiatus from 1953 to 1958. I served in the National Security Council. I
had been involved in helping to organize a coordinating group in the
National Security Council when President Eisenhower came in. They
decided to go ahead and formalize this and they had both a Planning
Board and an Operations Board. | headed up the Operations Board. I
was there for 5 years and went back as a Deputy Director of the Budget
in 1958.

Comptroller General
Appointment

I was still there when President Johnson asked me if [ would be inter-
ested in coming to Gao. I told him that he, having been a senator, knew a
lot more about GAO than I did. I said you will have to decide. Well, he
said you come back and see me and we will decide. But, the next thing I
knew, he had announced the appointment and there I was. So that is
how I got here.

I did not know a great deal about GAo, in spite of the fact that we both
operated under the same statute. Qur staff had a lot of relationships
with Gao, but, personally, I had not had a great deal.

An interesting episode was that, 1 guess along about 1964 or in the early
1960’s, the Government Operations Committee had asked GAO to make a
review of the Budget Bureau. Clerio Pin and A. T. Samuelson of Gao’s
Civil Division were the two principals involved and we said fine, but
there is a line of confidentiality here that has to be observed on Presi-
dential documents and recommendations to the President. So we said we
would try to sort that out and, well, we found out that we could not
really effectively do it. So we had a meeting with Joseph Campbell, Bob
Keller, A. T. Samuelson, and Clerio Pin. We had difficulty really coming
to an understanding as to what was the audit objective. We were not
opposed to it, bur we were just having a hard time responding to it. So,
finally, Lee White (who was Assistant to President Kennedy) and I went
up to Chairman Dawson and said, whatever it is you want, we will give
you, but we have to know the audit objective in order to respond. We
explained our problem on Presidential privilege and Chairman Dawson
said, well, just forget the whole thing.
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Interview With Elmer B, Staats

Mr. Eschwege

Mr. Staats

Mr. Eschwege

Assumption of
Position

I remember that, Mr. Staats, and I remember Clerio Pin’s phone was
really ringing the day we heard that you were nominated for the posi-
tion of Comptroller General because we knew that he had met with you
and we wanted to know all about you.

One thing, in your modesty, that you did not mention, which I just want
to add, is that you did get the Rockefeller Public Service Award in 1961
and you got our attention at that point already.

Well, Bob Keller later got one too.

Yes.

Holifield Hearings

Mr. Staats

I think I was on the selection committee at the time. By the way, much
was made when [ came here of the hearings that were conducted by
Chairman Holifield on ¢a0’s work in the defense contracting business. [
had been asked to come up and testify during the hearings, long before I
knew I was coming to a0, So, [, working with our staff in the Bureau,
put together a statement which was a fairly neutral statement but really
quite supportive overall of the work of Gao. T had come to know Chair-
man Holifield very well because we had worked with him on reorganiza-
tion plans for many vears and so, when President Johnson nominated
me, one of the first people 1 talked to was naturally Chairman Holifield.
[ told him that [ was awarce of this report and I had nothing to do with
the Frank Weitzel letter which had been written in response to the Com-
mittee’s report. I said to Chairman Holifield he would have to bear with
me, that I would want to be in GAO for a while, and then make up my
own mind as to whether these recommendations would be the ones that
[ would support or not. He accepted that.
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Interview With Elmer B, Staats

Mr. Eschwege

There was a good deal of tension between him and the present Chairman
of that Committee, Jack Brooks, at the time. I was aware of that, I had
worked with both of them, but they had different views about that
hearing. So [ realized that it was a very sensitive area.

Apparently, Senator Dole also was supportive of GAO at that time from
what I heard.

Early Congressional
Liaison

Mr. Staats

Well, I visited with quite a number of people in the Congress after I was
nominated and included in that was Senator J. J. Williams of Delaware.
e was then, I believe, the Chairman of the Senate Finance Committee.
We had a good deal of work with him and he was very helpful. I remem-
ber concluding our meeting with the question of “How do you manage to
keep so well in touch with GAO reports? You seem to be making state-
ments about them all the time.” He said, “‘See that young lady outside
my door. Her job is to read all the Gao reports and tell me any of the
reports that I ought to comment on.” That was very unusual because the
general reaction 1 got among the many people I talked to in the Congress
was that they were sure that Gao was a fine agency, does good work, but
not really very relevant to the needs of the Congress. That surprised me
a bit. So that was one of the things I kept in mind after I came here. One
of my objectives was to see whether we could improve this relationship
between GAO and the Congress.

One of the early things we did was to set up an Office of Legislative
Liaison which is now the Office of Congressional Relations. The other
thing [ did was to ask Larry Powers, who was an assistant to Mr. Camp-
bell who preceded me, to give me a rundown on the extent to which Gao
was responding to congressional requests for audits. Larry said we do
not have that kind of information here in Gao. I said, well, let’s do the
best you can and let’s get a picture of it. He came back and said 8 per-
cent, roughly as near as he could determine, of the work of Gao was at
the request of the Congress. Well, you know what the story is today. It
was about 50 percent when I left Gao.
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Mr. Staats

Interview With Elmer B. Staats

It is up to about 80 pereent now.,

It is about 80 percent today. I sensed a concern as [ talked with the statf
about being “too close to Congress.” They felt we might lose our objec-
tivity or that the Congress might dictate what went into those reports
and we would lose our independence. Well, that was a valid concern, all
right, as I saw it, but not a concern that ought to override the need to be
of greater relevance to the needs of the Congress.

Meeting Prior Comptroller
General

Mr. Eschwege

Changing Perspective

Mr. Staats

Getting back to the people that you consulted with as you came to GAO—
Mr. Campbell had resigned 9 months earlier, [ guess, and [ do not know
if there was any opportunity there to actually meet with him because |
think he had left the city.

1 had two meetings with Mr. Campbell after [ came here, out at his
home, to get the benefit of his advice on anything he had, just as Chuck
Bowsher talked with me after he was appointed. [ guess, without being
critical at all of my predecessor, T came to Gao with a different perspee-
tive, I guess you would have to say.

The Burean of the Budget was concerned with management improve-
ment throughout the executive branch. We were much closer to the Con-
gress, actually, in terms of assistance than it turned out that GAo had
been at that point. Mr. Campbell also had, it seemed to me, an overcon-
cern about allowing GAo people to get involved in anything other than
strictly internal.

For example, there was a rule that you could not belong to professional
organizations. You could not attend professional meetings. Now, there
were a number of people who went off to Harvard’'s Advanced Manage-
ment Program but that was different. [1is concern was that, if they asso-
ciated with people from the executive branch, that might somehow color
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Interview With Elmer B. Staats

and influence their objectivity. I did not share that view. He had abol-
1shed the Financial Systems Division, which made me somewhat con-
cerned because [ had been a part of the effort way back in the beginning
when I was in the Budget Bureau to work out a cooperative program
between Treasury, Gao. and the Budget in the field of improving
accounting systems and financial management generally.

Part of the background of that was that, when Jim Webb was Director of
the Budget, we worked with him on that issue; he having come out of
Treasury and he also having been a close friend of Lindsay Warren's.
Well, this was a logical time to try to renew this relationship. So he
talked with Lindsay Warren to see whether or not he would be agrecable
to try and work oul a three-way joint program. I1is response was affir-
mative. Ie would do that

In 1950, when the Badget and Accounting Procedures Act was enacted,
there was language put in there to ratify this, as you will recall. It did
not designate a specitic entity, but it did talk about cooperation among
the three agencies. This had lapsed during Mr. Campbell’s period. This
was a part of his philosophy that this was not a very high priority. I
disagreed with that.

S0, when I came in. we established something called the Joint Financial
Management Improvement Program (Jemip). It had a staff which was
financed jointly by the three agencies. We added the Civil Service Com-
mission to it because of the problem of getting adequate grade levels for
the people in financial management throughout the government. ade-
(quate training programs. and things that we felt the Commission could
be helptul on. Well. rhat was another difference of opinion.

Other Consultations

Mr. Grosshans Mr. Staats, could I maybe get back at the question of when you first
came in here. What did you do and who did you primarily rely on in
trying to assess what was needed in GAO, the way you saw it? I think in
our carlier meeting you had mentioned to us a couple of meetings that
were very helpful to yvou-—one was held in Williamsburg and 1 think Jim
Webb and John Gardner were some other folks that were present. Could
vou just kind of speak to rhat?
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Interview With Elmer B. Staats

Well, this just happened (o come along about the time that 1 came to GAG.

There was a group at Columbia University working with the Carnegie
Corporation which was interested in the subject of accountability in
government. They sponsored two conferences by the Ditchley Founda-
tion—one held in England and one held in Williamsburg on this subject.
They had Members of our Congress, Members of the Parliament, they
had the Auditor and Comptroller General of Great Britain, and myself. |
remember going over on the airplane with Senator Muskie. He was much
interested in this subjeat.

‘The concept of three-way accountability kept coring through these dis-
cussions, that is, financial accountability, what they called managerial
accountability, and program accountability. This helped a great deal in
sharpening up my own thinking on the subject; particularly after the
conference we had in Williamsburg. Not that that was the bible in any
sense, but I guess it more or less reinforced my own feclings about what
[ would like to do.

The other thing that impressed me, [ guess, was the interest on the part
of the many people in Ao in bringing about change. They telt the need
for change. 1 talked to many people—Elsworth Morse was very helpful,
Bob Keller, Frank Weitzel, and many others.

So. all together, [ began to shape up my thinking that I would like to
redirect the work of ¢ao along several lines. One was to deal more with
interagency-type problems because, uniquely, GAO and the Office of
Management and Budget (0MB) have perspectives across-the-board.
Many of these problems are common problems. You can learn from one
ageney what can be applied in another agency—the case-study type of
approach. So that was once thing.

The other was a question whether or not we could do something about
trying to evaluate the effectiveness of the programs. 1 am not trying to
say GAO had not done any work in the management field; it had, but it
was a relatively low priority. People would bring te me examples of
some of the things that had been done. Larry Powers was particularly
helpful in that respect. It was a low priority. These were some of the
things that came ont.

[ talked to quite a few people who were not in the executive branch but

friends of mine from the outside. So, very early, I decided I would try to
get a group from the outside to meet with me from time to time to really
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Interview With Elmer B. Staats

kick these issues around. These people could bring a different perspec-
tive to it.

Early Changes

Consultant Panel

I set up what we called the Comptroller General’s Consultant ’anel
which Chuck Bowsher has continued. This was made up of people from
business, from accounting, from universities, and from people who had
served in the government and had since retired. I found that tremen-
dously helpful.

Educator Consultants

We set up an Educator Consultant Panel—this came later by the way—
to try to help us particularly in recruiting. Leo Herbert {GAO’s Director of
the Office of Personnel Management) played an important part in help-
Ing organize that. Later on, that group became a little impatient just
dealing with questions of how you could get better people for Gao. They
wanted to talk about the substance of the GAO audits. We just let some of
that develop. [ cannot really say how it has developed since I left, but 1
thought it was a useful approach.

[ guess all [ am saying is that all these things had some part in my think-
ing. I might comment a little bit more about the work we were doing in
the Defense Department.

Defense Work

I sensed a feeling when I came here that, because of the Holifield hear-
ings, GAO was not supposed to do much in the Pentagon. I had not real-
ized fully for a while how deeply that went. It went to the field staff and
that bothered me a good deal.

I decided very early that we would restore the level of defense audit
work that we had prior to the Holifield hearings.

Now, to be sure, it seemed to me that GAO's role had changed. What stim-
ulated a lot of the controversy were the pricing reviews that Gao was
making where GAO was in effect examining post facto the cost of the
contractor and said the contractor was overcharging or had allocated its
charges in the wrong way and, therefore, there should be some reim-
bursement to the government.
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Reaction to Holifield
Hearings

Mr. Grosshans

Well, you could see how this could be upsetting to some people. Chair-
man Vinson took cognizance of this and passed the Truth in Negotia-
tions Act. In substance, what that act said was that, if there is an arms-
length negotiation between the government and a contractor, placing all
the facts and all the costs on the table, then it would not be subject to
challenge and a request for reimbursement to the government. So my
decision was that we would try to be sure that the act was being
enforced and observed, rather than going in and continuing to do the
pricing studies. I think this probably accounted for a lot of the misun-
derstanding about whether Gao had “called off the dogs on the
Pentagon.™

The other thing that had happened was the establishment of the
Defense Contract Audit Agency (DCaA). Shouldd GAo try to duplicate the
work of Deaa or should it try to say whether Dcaa was doing its job
properly or not?

I decided that we would try to emphasize both those things. We had to
do a lot of contractor audits in order to be able to determine that. Some
misunderstanding arose later on whether or not Gao had really audited
defense contractors. We did audit them, but we did it in the context of
trving to be sure the Truth in Negotiations Act was enforced and that
DCAA was doing its job properly.

We had people out in contractor plants. Later on, we put, as you recall,
people in the contractor plants to be sure that the Selected Acquisition
Reports—the sars—were accurate. So that we did not just rely on the
Defense Department, we could get those costs directly from the contrac-
tor. This myth, I would call it, that we had not been auditing defense
contractors, I think, was just a misunderstanding.,

After considerable study. you indicated earlier that you really did not
get too involved with the response that Mr. Weitzel sent to the commit-
tee. T am sure you must have given a considerable amount of thought to
that study. Do you have any further views on what got us into that
particular position? Could it have been the way we did some of those
postaudits?
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I could not really cite vou chapter and verse of what GAO's response was

and what later developed, but a number of things occur to me that were
involved here.

One of the criticisms of GAo at the time was that GAO was not getting
responses from the Defense Department on its draft reports. The con-
tractor was saying that “we were being hit with the newspapers, we had
not had a chance to examine the reports,” and so on. That seemed to me
to be a matter we ought 1o be sure that we were careful about because |
felt that we had to protect ourselves on our facts in our reports. If we
are wrong Tactually, vou can throw the whole report away.

In the interest of fairness to the agencies, we changed our relationship
with them and generally told them we ought to have agency comments.

Thirdly, from the perspective of the Congress using our reports, I felt
they would be interested in knowing what the agencies’ comments were
and what we had to say about those cormments. We established the rule
that is still in effect. [ know, as to getting agency comments and having
that whole story packaged together in that report.

Now another point that | recall was involved here was the concern that
the titles of GAO's reports were headline seeking. 1 do not know whether
that was true or not bt that was the charge. It was a matter we ought
to take a look at. So the rule which we worked out—Ellsworth Morse
helped on this—was that the report title should be descriptive but not
cemotional or inflammeatory. In other words, we ought not to try to tell
the story in the headline ot a title of our report; this had caused concern
to some people on the nutside. Keep in mind that all this was going on
during the Vietnam period. The emotions about the Defense Department
were running very high. Now, [ am sure, that adds something to this
picture.

Now another point that was made was that GAO would not list names of
the people involved in contracts in the report. That was a more difficult
one. What we came out with was a rule which said that, if an individual
contractor was guilty of abuse or misuse of his position, say a monopoly
position, we would not hesitate to name the contractor in that report. We
did this on two or three occasions but not very often.

Beyond that, the philosophy was that we were auditing the agency and

1ts performance and you could not hold some Lieutenant Colonel respon-
sible for something where he was acting under instructions or under the
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guidelines or under the policies established by the agency head. So we
put in the report names of all the responsible officials in the agency.

Mr. Eschwege When you say contractor, did you mean the contracting officer? Now,
would you still mention the name of the contractor?

Mr. Staats Well, both.

Mr. Eschwege Both, you would not mention the company either?

Mr. Staats We would list all the contractors that we visited.

Mr. Eschwege Right.

Mr. Staats We would not put the finger on one and say that he was a bad boy. We

tried to look at what really went wrong with the system—whether it
was the supervision. the monitoring, or the audit, things of this type. It
is very difficult, it seems to me, to sort out—the question of how you
share the responsibility between the contracting agency and the con-
tracting officer for the performance ot the contractor.

One of .Jim Webb's cardinal rules in the space program, which I think
was right, was that vou cannot really divorce the agency from the
responsibility of monitoring the contract.

You have got to have enough capability in the government to be sure
that the contractor’'s performance is what it is supposed to be. In other
words, you cannot just turn the contractor loose—it has to be a shared
responsibility.

Mr. Eschwege This is really not so different from what we did later on, if you remem-
ber. on the water resources projects, where we looked at a whole bunch
of them for a while, and looked at the methodology in order to get at
what can be done better in the agencies on that.
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As aresult of the Tolifield hearings, there was some early change in the
organizational setup of the Defense Division. Am I correct on that? Some
functional realignment...

Reorganization

New Divisions—1972

Mr, Staats This came a little later, 1 think. I guess it is fair and accurate to say there
were three Gao’s when I came here—international Gao, defense GAo, and
the civilian agency Gao. They were not, shall we say, as cohesive as you
might like.

I had quite a number of meetings in which the three heads of those divi-
sions were present and the differences of approach in programming, in
the audit techniques, and how the reports were written became very
apparent.

One of the things we did to try to deal with this policy was to set up an
Office of Policy, which Ellsworth Morse headed, to review the reports as
they came through. We began to develop more audit guidelines, but it
became clear to me later on that it needed something more than that.
Bob Keller and I talked about this many times. We finally agreed to set
up a task force to look at the basic structure and the organization of
GAO. Keeping in mind, now, that we wanted to emphasize management
mprovement and performance and also governmentwide issues. The
conclusion of that effort, 1 believe, was in 1971 or 1972...

Mr. Eschwege Oh, that was the 1971 task force which resulted in a major reorganiza-
tion in April 1972,

Mr. Staats This reorganization set up program divisions or functional divisions.
The Office of Policy, 1 believe, kept its name, but we also set up a pro-
gram planning unit which would help us on this, Of course, we did not
bring in additional people, except for a littie later when Tom Morris
came in. He came in, not as a line supervisor, but as a Special Assistant
and, later, an Assistant Comptroller General.

Later. I brought in Sam Hughes but that was in connection with the
Office of Federal Klections, That was a new responsibility.
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Early Initiatives

The point I am making is that my effort here was to try to build on the
background and expertise and loyalty of Gao staff. This organizational
change that took place in 1972 was one that really kind of emerged after
endless discussions. Some people thought it went on too long. This was, |
think, a price that was worth paying to be sure that we had a consensus
in the organization as to the direction that we wanted to go.

Central Planning and Issue
Areas

Mr. Eschwege

Mr. Staats

Mr. Grosshans

But there were some earlier initiatives that you took. For instance, the
planning function came, I would say, within about a year from the time
that you came to Gao. You recognized that need right away, [ guess.

I do not think I had the solution to it at that time. That was one of the
more difficult things; 1 suppose it always will be for Gao. How do you
assess the priorities for a0 work? What gave rise to this effort that you
refer to, Henry, was the obvious difference in the way that the three
divisions were planning their forward program. The regional managers,
particularly, brought this tforcefully to my attention, saying that we had
three different systems at work hiere. Mr, Samuelson had a 6-month pro-
gram, Bill Newman in the Defense Division had a different program. It
became very clear that was not a tenable situation. We had to do some-
thing about it. This was a preliminary ¢ffort. It was not very satisfac-
tory, but later on we hit on the idea that maybe these program divisions
would lend themselves 1o the idea of dealing with issues not just govern-
mentwide but internal as well.

[ wrote down, one weekend when I was down here, about 20 of these. |
asked Bob Keller and Ellsworth Morse and some others to take it and see

what we could come up with. We eventually came up with 36 issue
areas. I do not know what it is today.

It is about the same.
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Well, this was somewhat of an experiment. It still seemed to me, as time
went on, that it was the best device that we could have developed to
assess priorities and to do something else, which I felt for a long time
GAO had a unique capability in, and that is to anticipate issues or emerg-
ing problems.

Congressman Rose with athers in the Congress was quite active in
organizing a kind of futurist group. He tried to get me involved in it. [
went to a number of meetings up there.

It seemed to me that in these 36 issue arcas we could do a lot to antici-
pate problems which were not yet front-burner problems.

We had, for example, a study which we initiated on the evacuation plans
for nuclear power plants. We did not know whether this would ever
happen, but, just by happenstance, our report came out 3 days before
the Three Mile [sland accident. I took a good deal of kidding about this
when [ went up before the Congress as to how 40 had become omnis-
cient—it was a very triendly kidding. I think there was, and still is, a
good opportunity in those reports by doing the necessary research you
need or by talking to enough people,

I recall, Henry, for example, an area you were involved in, that is, the
extent of foreign ownership of tarm land. This was a matter on which
no one had good information. I believe we uncovered that in some maga-
zine article. The staff went out to lowa and to Kansas and to many other
places and found that the states did not know either. The Agriculture
Department did not know if this was & serious problem or not. We would
not know until vou had some mechanism set up to deal with it. But that
was another example of the kind of thing where we could make a review
to sec if there was o potential problem.

It turned out that we kind of destroyed the myth that was out there that
the Arabs were coming in and picking up all the land; it turned out to be
negligible.

But you would not know that unless you had the data.

It took a lot of staff-days to doit, but we got it done.
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Mr. Horan

Mr. Staats

Mr. Eschwege

Did you encounter much resistance to that approach up on the Hill? Did
anybody think that Gao was getting away from the role that it wanted
GAO to play?

I do not recall we ever had any difficulty in that respect. | just do not
believe we did. I would say the bulk of our work though was still a com-
bination—1I am talking here about the issue papers—of congressional
interest. [ say interest rather than request because part of the procedure
we developed in putting those issue papers together was to go up and sit
down with the committee staff and ask, “What are the issues that you
think GA0O ought to concentrate on””

Another area that I was not very successful in doing—and I always
regretted this—I went to the Appropriations Committee Chairman and
said, “Look, when you finish your hearings, give us some time before
your hext set of hearings. If you have got issues that you feel that Gao
ought to concern itself with, we would like to hear from you.”

Of course, you always had the committee reports and that was no prob-
lem. Ga0 had done a very fine job of analyzing those committee reports
for ideas, but there were other things that really did not get reflected in
the reports. 1 was never fully successful on this and I still think it was a
good idea.

Second, those issue papers contained the status of ongoing work to get
some assessment of how the ongoing work was progressing. With all the
divisions represented around the table, they had an opportunity to have
input from various perspectives and [ thought that was very useful.

Thirdly, there was the gquestion of anticipating emerging problems so
that all three of those things seemed to come together in those issue
papers. | found it was the best way 1 knew how to monitor what was
going on. I could get hold of an audit review before it came to my desk
for signature. If I felt we ought to change the direction of it, it would not
mean any great problem as far as staff work was concerned. 1 think it
was a very healthy involvement.

I think it also allowed us to find programs in the different agencies that
were similar, so that we could kind of review them across-the-board.
Housing programs are an example where you had them in Agriculture,
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in the Department of Housing and Urban Development, and in the mili-
tary. The issue area combined all those together.

Mr. Staats One area that comes to mind is that this was a period when the grant
programs to the states were expanding rapidly—the Great Society pro-
grams of the 1960°s. We did not have a very good feel of what was going
on at the state level

One of the issue areas wis intergovernmental relations. How successful
were the agencies, really. in determining what the grants should be and
moniroring that grant and golng in and audiling the agency performance
at the state level”? This was another issue area that emerged and [
thought it turned out extremely well.

You may recall we had Don Stone come in and give a number of training
COurses in intergovernmental relations. All those were examples of bene-
fits derived from our issue arca planning.

Mr. Grosshans We started the planning process shortly after you came in. It started
with Harry Kensky inthe 1967-0G8 time trame and it took us about 5
vears (1971-72) betore we got (o that issue area concept. Do you have

any [urther comments you want to make about the time trame that tran-

spired there before we really hit on the issue arca concept we still use
today?

Mr. Staats Unsuceesstul experimentation, We could not find any approach up until
that time which seemed to meet the needs of the regional offices and the
divisions as well.

Reports Study —1966 B

Mr. Eschwege The other area in which | think you recognized early on that there were
some problems, and we have since then recognized it all along, is the
reporting side. So vou established early on in November 1966 a little
task force under Larry Powers. Milt Socolar, Ed Stepnik, Harry Kensky,
and a few others were involved in trying to find out what we could do
about speeding up our re porting. Do you recall that?
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Mr. Staats I dare say that Gao is still 1rving to do that.
Mr. Eschwege I guess you arc right, but the one thing that I recall that came out of

there, which really had a planning facet 1o it, was the Trotka system.
You remember that?

Mr. Staats Oh yes.

Mr. Eschwege There was a planning gus who was a member of the Troika and the
other two were doing execution and reporting, That was experimented
with in a couple of places.

Mr. Staats GAo has always had, of course, a problem of shortening up the time
frame of its reviews. Part of this is in the nature of the work itself and
mayhe this has been overcome and maybe not—a normal auditor’s con-
cern about thoroughness and being sure that his facts are right. Along
with that goes the referencing process and then the review process. By
the time all this emerges, people are concerned about it being irrelevant.
Well, irrelevancy depends a little on what you assess the value of gao's
product. It is not irrelevant it one still learns a lesson for the future, but
it is irrelevant it the committee hearings on the subject have come and
gone and the legislation has either been passed or rejected. T think we
did a4 great deal to streamline the process.

[ think it i3, at least it was at the time [ eft, still a problem--there has
been a lot of criticism in the Congress. You recall there was a committee
set up in both the House and Senate to look at the staff agencies support
for the Congress—not just focused on Gao—but this problem of timely
reporting was discussed in the Gao part of that report. This was kind of
a central point—ithe timing and the guestion of whether Gao reports
took too long. That was the term thev used-—GAo reports take too long
to do.

One way we found, at teast I thought would be helptul in that respect,
would be to monitor the committee schedules. [ we had work in process,
even though not completed, then staff could be put together to brief the
comittee on what was found. It scemed to me it turned out pretry well.
We even brought in regional stafts.
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Regional Role Another thing we did. and it was not successtul, we experimented with
the idea of letting one of the regional managers be an audil manager/
project manager. Well, vou can obviously see the kinds of issues that
were raised because the divisions here did not want to lose control of it.
We kept pushing on that. We did some of them that way. I would say.,
overall, it was not really a step that did a whole lot to save time. Part of
the idea that T had on that was that it would save a lot of time to give
the regional managers, say in Detroit or Kansas City. the job of putting
the whole thing together, including checking out with Policy. checking
out with legal, and things of this tvpe. I must sayv they too were reluc-
tant to take it on.

Antipoverty Programs _

Mr. Eschwege The other thing that [ ust wanted to get your views on a little bit is the
antipoverty programs—the Prouty Amendment work-—~that came along
in late 1967 and kind of put us in some turmoil in terms of finding
cnough resources to do this rather formidable job of not just reviewing
but evaluating the programs. I want to know how much of an impact
you believe this work had on gao?

Mr. Staats Not just that program, but all those programs under the antipoverty
program—the Office of Equal Opportunity (010), This came 1o me as
somoewhat of a surprise oo, Congressman Prouty had taiked with me
about an idea along these lines and [ thought he had decided not to pur-
sue it. I did not really argue too much against it, but I was not really
sure how serious he was or under what time frame or anything of theat
type he wanted this work to be done.

It turned out that they had a conference between the House and the
Senate. The agreement was not to extend the oRo program, except that
GA0 would make an ovatuation of the effectiveness of those programs—
they used the word effectiveness.

Well, that surprised many of us in Gao, but the question was could we do
it? How would we do it? Our experience in evaluating program effective-
ness was practically nil at that point. We decided to roll up our sleeves

and go to work. | gor accused of being the andit manager once in a while.
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Mr. Eschwege

We had some of it done by contract, some of it with consultants. A large
part of it was done by our own staff in GAO.

The question was how do you do it? What test do you apply? Well, of
course, you go back to the statute and the committee reports. That is
where you always start on an audit of a program. Then you go to the
agencies to see how they interpreted their mandate and then you go to
their appropriations reports. All these things play a part in defining the
objectives of a program. We had 15 months to do this. They fixed that in
the statute. We made our report on schedule.

Nothing major came out of that, except on the Job Corps. We recom-
mended that the rural Job Corps be phased out and put them in the
urban areas. Part of what we found was that the attrition rate was very
high in the rural Job Corps program. People were pulled out of the inner
city—Philadelphia, New York, and Washington—and they were very
unhappy, they got homesick, and they ran away as soon as they could.
In other words, the attrition rate was very high—that was one of the
things we were interested m.

We got into educational levels of the Head Start Program. Some testing
was done as to the achievement levels of children who went into the
Head Start Program when they were 3 years old, what happened to
them when they were 5 years old, and what were the normal educa-
tional levels. We werce able to make some pretty valid conclusions. We
had some pretty hard data on that. Particularly, we were saying that it
showed a major advance from ages 3 to 5, but, once they moved up
agewise, they really did not do much better than their compatriots who
had not. been in the Head Start Program,

Overall, I think GAO's effort was a moderately good effort. We got a lot
of compliments from people in the evaluation community outside, in the
universities, the agencies, and so on.

The only kickback we had was, I remember, the hearing I was called up
to and spent about 4 hours before Teddy Kennedy who was very
unhappy about our recommendation on the Job Corps. I never felt that
he had done his homework on it because, as it happens so often, some-
body keeps putting questions in front of him. There were no hard feel-
ings, but he was really very vehement about it.

Wasn’t Senator Mondale on that committee too?
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Mr. Staats See, the report came out just at the change of the Administration and
after a new Secretary of Labor came on board. What they were saying
was that we had been playing ball with the new Administration on this
because the Labor Department came out agreeing with our position.
They put two and two together and got five or six out of it.

Mr. Eschwege The Labor Department actually wanted to close some of the Job Corps
Centers. [s that the idea?

Mr. Staats Yes, as [ recall, they agreed with our report. [t was probably a coinci-
dence of timing, but, overall, I think it demonstrated to GAO that this was
not an impoessible job to look at program effectiveness as part of what 1
call program accountability, going back to the Ditchley Foundation

Conference.
Program Evaluation o - - o
Mr. Eschwege Would you say that propelled us a little faster into getting into
effectiveness?
Mr. Staats Yes, indeed, partly because it demonstrated we could do it and partly

because we thought there was a need there and we could fulfill it. That
was partly the beginning of our greater use of consultants and partly
the beginning of our ¢fforts to recruit on a multidisciplinary basis at the
colleges and the universities.

Mr. Grosshans I was on one of those Job Corps evaluations and it was an interesting
experience; I think the way you recall some of the experiences accu-
rately reflected the situation. I just would like to add one aspect to it and
that is the post follow-up type of issue that we raised. The programs
really did not have a way of measuring success.

In other words, they really looked at the success rate on the basis of
whether they placed anyone, not whether anybody retained the job they
had gotten for them. I think that was a major contribution that we were
able to make. We still make those types of recommendations on a lot of

Page 22



Interview With Eimer B. Staats

Mr. Staats

Mr. Eschwege

Mr. Staats

the programs. The agencies generally do not have good visibility as to
what happened to those individuals and [ think GAO made major contri-
butions in that area. | know we were severely challenged as to how audi-
tors and evaluators could come in here and assess educational type of
programs.

I think there was a growing recognition all around at that time of the
need to do more of this sort of thing.

[ was involved in President Johnson'’s Planning, Programming, and
Budgeting System (prris) which is essentially an effort to try to relate
inputs to outputs, not. for just one budget year but over a 5-year cycle.
The executive branch was beginning to try to do more program
evaluation.

The Urban Institute was set up along about this time to help the Depart-
ment of Housing and Urban Development; the Rand Corporation was
also set up for this purpose. So there was a general recognition that the
statutes were no good unless they were effective.

I guess one of my frustrations in GAC was to try to get the Congress more
interested in oversight. This is a never ending battle to get them to pay
attention to oversight. Oversight is not nearly as glamorous as writing
new legislation where you are going to write regulations or make grants,
or you are going to do something which is much more interesting politi-
cally than to do the hard job of assessing the effectiveness of the legisla-
tion you passed. Gao, [ would say, kept pushing the Congress’ nose into
this, but the results were not uniform by any means.

Did you sense that there was a difference between the Government
Operations Commitiees and Appropriations on one side and the legisla-
tive committees? In other words, would the legislative committees have
been more receptive to program effectiveness reviews and how did that
play with these other committees. Were they kind of reluctant to have
us get into that?

Well, that is an interesting question. I had not thought about it in quite
those terms, but I would say that the greatest interest was in the legisla-
tive committees by far
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Appropriations Committees, very little. They have the job in a short
time frame of putting dollars and cents on the administrative opera-
tions, personnel increases, new procurements, and things of this type.
Assessment of whether or not the legislation was producing the best
resulls was really not very relevant to that exercise.

Government Operations Committees were somewhere in between,
perhaps.

But, by and large, that is where my disappointment was because their
charter is oversight and the tendency to oversight in terms of things
which are out of order or where things go wrong. They address manage-
ment issues. but very. very little on, vou might say. whether or not this
program really produced the results.

We are really into aao’s relationship with the Congress, here. I was won-
dering whether you had any additional comments since we always look
to the Government Operations Committees—as the ones that sort of
have oversight over qyo. What kind of relationship did we have with
them over the vears?

The general answer to that question is that, I think, it was quite good,
but the thing we had 1o keep emphasizing all along was that, while those
two committees had jurisdiction over our basic statutes, they were by no
means in o position 1o tell other committees what Gao’s jurisdiction
should be.

[ recall we made an analysis once of where GAO's statutory base was and

most of it was not in the Government Operations Committees. It came
out of other committees of the Congress.
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There was discussion, al one time, of whether ot not to require joint
referral of all legislation emanating on the legislative committees to the
Government Operations Committees; that did not work out.

Now, having said that. let me give you an example. The Legislative
Reorganization Act of 1970 was not handled in the government opera-
tions committees. That came out of special hearings conducted by Sena-
tor Monroney, hearings where [ testitied while | was still in the Budget
Bureau, but the act did not come into being until 1970. That was the
statute which gave Gao the basic charter in evaluating program effec-
tiveness, unless you want to consider the 1946 statute as the basic char-
ter, which refers to “expenditure analysis,” which was never
implemented.

Lindsay Warren, for rcasons of his own, did not want to try to do that
and maybe at that point in time it was a wise decision—I do not know.

Another example is the 1974 legislation, the Budget and Impoundment
Act; that was not done through the Government Operations Committees.
In fact, they were against it, and this was handled in the House through,
the name is stumping me right now, but it was the special committec, the
Rules Committee, that is what [ am trying to think of; it was handled
through the Rules Committee. 1 suppose the Government Operations
Committees always felt that they had a special obligation to assess the
work of ¢ao and the other oversight agencies, and they did.

Of course, that is where this review that [ mentioned a while ago was
made.

That review you mentioned a while ago came about in around 1977 or
1978, 1 think; that is when the report came out, but really there was not
that much of a review over the years that specifically focused on Gao.
You wanted to have more review if 1 recall.

Well, as a matter ol Fact, I do not know how many times I made the
recommendation, to both the House and the Senate, that they try to do
more, I said this could help us if you would get deeply enough involved
in GAO's work to give us some help on these issues.

I said the annual report is a good time to do that, because that is the
time when yvou would pull it all together and you could hold hearings on
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the annual report just like they do in the parliamentary countries. That
is the way the Auditor General in Canada, tfor example, gets his input
and output from the Parliament. I was never successful in doing that.
They said, well, we know cnough about what a0 is doing, we keep in
touch with what you are doing, we read your reports, so they really did
not feel more frequent reviews were needed. Well, in a way that was a
compliment, but it was not really responding to what [ had in mind,
which is to say, “Look, we got problems, and maybe you could help us.”

S0 when we came to the question of jurisdiction over the Internal Reve-
nue Service (IrS), over the Federal Reserve System, over the Federal
Bureau of Investigation (¥81), over the Exchange Stabilization Fund, all
these issues were handled separate and apatt from the Government
Operations Committees.

Another example was our needs in the personnel area. One of the early
things I sensed that we needed to do was to have more supergrades in
GAO and give more opportunities for people to move up. We had no jobs
at Level IV, where if you look around the agencies, they had quite a
number of them, so 1 got five positions that were entitled Assistant
Comptrollers General, but that did not come out of the Government
Operations Committees.

Source of Requests

Mr. Eschwege

Mr. Staats

There were particular Congressmen and Senators, who during your ten-
ure, kept us quite busy with work through requests that they asked of
us-—there was Congressman Brooks, Senator Proxmire, maybe to a
lesser extent Senator Ribicoff, but those are just a few exarples of the
ones that come to mind. How did you feel about that in terms of serving
the whole Congress? Was that any problem that these people seemed to
come in more often with requests than the others?

Well, you are quite correct, it was a subject of some comment that Gao is
really carrying the water for some few people in the Congress. Well, this
was a tough problem because we could always say that what we put out
has to be our own product. It has to be an independent judgment on the
part of GAO and not dictated by anybody. Getting credibility for that,
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the floor publicly by the requester.

Senator Williams, 1 am sure, must have had the same problem because
he was about the only person in the Congress that was speaking publicly
about GAO reports when I came here. 1 guess there 1s just no way to con-
trol a member of the Congress who wants to use or misuse a GAO report.

Release of Reports It did result, however, in one rule which | established—I guess it 1s still
in effect—we would not allow a member to bury a report.

During the Vietnam period, [ recall, we were asked to do a study on refu-
gees, a very controversial issue on how the government was handling
refugees in Vietnam. So. we were asked to go in and make a study of
this. The report did not come out the way the requester wanted it. So, a
press release was issued which purported to reflect Gao findings but did
not accurately do so.

Well then, the question is what did we do to correct it? We could put out
our own press release and say this guy really messed it up or do we just
put out our report, and this is what we did.

So, the rule then was, in 30 days, all reports would be made public.
Thirty days might be a little long in some cases. We always had the dis-
cretion of moving it up, but the 30 days generally was the limit. Ratio-
nale for the 30 days was that, in many cases, they wanted to take our
report and put it in the grist for the mill for congressional hearings. In
other cases, the committee said the most effective way we can use your
report is to release that report in conjunction with a hearing. And both
those reasons, I felt, were valid reasons, but you had to find some way
to tell them. We did this publicly. I wrote letters to every single commit-
tee chairman saying that generally reports are going to be issued within
30 days after they are made for the Congress.

Sister Agencies

Mr. Eschwege In terms of what we now call sister agencies, they were born during that
period: the Office of Technology Assessment (0TA); the Congressional
Research Service (Crs). although it was an outgrowth of another agency
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Mr. Staats

that, was there before in the Library of Congress; and the Congres-
sional Budget Office (o). There were some early concerns about
some of those agencies and their jurisdictions as opposed to GAG's

jurisdiction. Would you like to kind of review that a little bit?

Yes, there has been a lat of discussion about the Congress having exces-
sive staff and, when they do that, they lump all these together: commit-
tee staff, personal stalf, Ao, oA, and so forth.

OTA

I guess the one that I had the greatest difficulty with was the establish-
ment of OTA. OTA wus a product of discussions that Jim Webb and T had
had with Congressman Daddario who was interested in finding some
way to bring more input into the committees on scientific developments
and assessment. of potential dangers and possibilities. I guess his model
was the President’s Science Advisory Committee which had operated
back in the 195(Ys under the chairmanship of Jim Killian of MIT (Massa-
chusetts Institute of Technology). Jim Webb and I had both worked
closely with that committee and with Jim Killian.

We thought we understood exactly what Congressman Daddario was
talking about. So we tialked with him about a possibility of creating
something similar 1o what. was then called rsac (the President’s Science
Advisory Committee) to work with the committee chairman who had
primary jurisdiction over science and technology matters. This was the
concept that Congressman Daddario had in his bill. He took it out on the
floor with 26 members of the House present, and Jack Brooks had not
had a chance to get hriefed—did not know about it at all apparently. He
got up and made a speech questioning as to why the President should be
allowed to appoint anybody who is going to advise the Congress. So he
proposed that the committees head it up in the House and Senate and,
essentially, what came out was a committee which is very similar to the
Joint Committee on Atomic Energy.

In other words, ora s not an agency in the same sense that GAo, €0, and
CrY are. It does not undertake any studies except at the direction of the
committee. The point of this is that it came out very differently. Con-
gressman Daddario had raised with me the question earlier as to
whether this was something that ought to be given to GAo as an addi-
tional part of'its charter. I said we arc doing some of that kind of work.
But it would be a different kind of organization if the function here is to
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bring in directly the input around the table discussion studies and man-
date by an outside group of people, working with the committee chair-
man; that is a different kind of an organization.

I think in retrospect that [ could not have anticipated what was going to
happen. I guess Congressman Daddario could not have anticipated what
was going to happen, but it came out to be very different from what was
discussed earlier.

Now the statute made the Comptroller General a member of the advi-
sory committee. I think 1 sat in on virtually all, if not all, those commit-
tee meetings so that there was liaison with OTA. GAO people were present
at many meetings, a lot of liaison consultations took place between
them. It did not damage A0, but it did mean that there was another
body here that GAo had to coordinate with, work with, and to some
degree it duplicated Gao work.

Did you have any concerns at all that that model of deciding as to what
jobs would be done by o1 would possibly be also made applicable to
GAO? Was there any concern along that line?

‘ell, I do not think ¢Ao could or should ever let that happen. I think it
would strike fundamentally at the independence of GAo.

CBO

I think that ¢Be was different in that it was to function in conjunction
with and in lieu of statf of the two budget committees. [t had a pricing
job on new budget proposals, a pricing job on projections of the econ-
omy, things of that type.

Now, there was something that happened here though which was a mis-
understanding. They had difficulty getting a first director for cBo and
they were anxious to get going. I made a mistake, because I should have
done it orally, but | wrote a letter to Senator Muskie, who was the chair-
man of the committee, saying in the interim we would be happy to take
this function on. He has a fairly short fuse, and he reacted very much as
if this was an effort for Gao to establish for itself a jurisdiction. I did not
intend it that way, but. I made a mistake of not doing it orally and ver-
bally rather than in a letter, because he used that letter on the floor and
in the committee hearings. It blew over, but I felt that the ¢Bo function
was so different from Gao’s function that it probably would not have
worked if it had been given to Gao.
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Mr. Grosshans

Mr. Staats

Relationship With the
Media

Mr. Eschwege

For one thing, it would have required a lot of our Gao manpower to do
the job and, secondly, you would have had to have somebody who was
on tap every day, every hour. It was more like 4 committee staff.

How did you view the relationships that were developed between GAo
and the sister agencies” Did you think they worked as well as they might
have?

Yes, a question came up in our budget hearings as to the extent at which
we were coordinating and not duplicating the work of the other agen-
cies; they called them sister agencies.

We kept saying they were aware of what we were doing, and we were
not duplicating, and they were aware of what we were doing, but that
was not enough. So, we ereated a committee, [ guess you would call it,
and we would have lunch at one place or another and usually it was
right here at GAo because we had a place we could get lunch a little
easler.

I think that was helpful, but I do not really think that the committee per
se was 4 solution. I think the solution is that there be an exchange of
work programs. ks has a tough problem here because their work pro-
gram changes hourly and daily. Then liaison points should be estab-
lished in each of the agencies so that, if there is a problem, question, or
need for a meeting, they call up Joe Dokes and work it out. But you
cannot do it through the heads of the agencies very well,

That is pretty much the way we try to work it today—that is to have
these meetings and liaisons. Maybe we can get into the relationship with
the press and the media. One of the first things you did is you appointed
an Information Officer in Gao. That was something different for us, hav-
ing worked under, as you mentioned earlier, a Comptroller General who
really was more turned inward rather than outward to the media. You
also kind of pushed for some press releases and conferences,
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Mr. Staats

I believe there are two things involved here. One was the criticism I got
from a number of people I had known in the media. “We cannot find out
what is going on over there. We ask questions; we never get a call back.
They (Ga0) were very ditferent from the relationship we had with other
agencies.” That was relatively a minor point.

A more important point was that a Gao product has to be a public prod-
uct unless it is classified for security reasons. That is a part of its credi-
bility; that is a part ot why GA0 18 in existence—to bring these issues out
in the public. So I felt we needed seme way to do that. This is coupled
with some other things of how we write our reports and whether we can
write them in terms that would enable the press and media to under-
stand them.

Information Office

So, I started looking around for somebody to bring in and I found a fel-
low named Roland Sawyer. He was over at the World Bank and he
seemed to be interested. [ checked him out. I did not know him previ-
ously, but he came in, and one of the people he had brought with him
was Laura Kopelson. But, he had also another person he brought in from
IRs that worked out.

Well now, that raised a question, what should the posture vis-a-vis the
media be? This is more difficult. My view was that GAO ought never to be
in a position where it is out on the street promoting or lobbying, if you
will, to get acceptance ot its product. At the same time, 1 felt it had to be
open and the reports had to be understandable. T guess the resolution of
this dilemma was that we would alert people in the press if we had some
report coming out that we knew had particular significance to that sec-
tor of the press and arrange to be sure to get copies of the report to
them.

Press Briefings

We put out a list of reports and had the press media on the receiving end
of that. If we had a highly technical report which was difficult to trans-
late in any kind of written form, then we would have a briefing or offer
to have a briefing, and invite in the people to come to that so as to get a
more usable product.

Now part of the difficulty here is the danger that you get something in

the press before the committees of the Congress have access to it. That
is a4 very sensitive point and you do not want that to happen.
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The tendency of a newspaper reporter, it he gets hold of a draft report
in order to write a story, is to want to call up the Congressman or the
staft person in the Congress and say, “What do you think about this?”
The reply would be, "We ain’t never seen it.”” That is the concern that
you have. So you have to handle that on a very careful basis in order to
be able to get the story out in an intelligent way; at the same time, you
do not in effect want to scoop the Congress,

Now. there are ways that mechanically you can deal with this, in part,
through the Office of Congressional Relations. You can get a copy of the
report, take it up to the Hill—you do not rely on the mails—and give the
staft a rundown of what is in it, and tell them that the press has it.
These are things you can do, more or less, in a mechanical way to deal
with that problem, but I do not think there is really any better way of
dealing with this dilemma of dealing with the media because, if you do
not get exposure, you are not going to be very effective either.

Another point here. one of the things 1 think we learned very soon is
that a member of the Congress is more alert to what comes through from
his hometown newspaper than he is to what comes out in the Washing-
ton Post or the New York Times or the Wall Street Journal. So, we tried
to find some way to get these out to the local press.

Now, the 111 (United Press International) and the ar (Associated Press)
dealt with that to some degree, but, if there is a key report you knew
was of concern to Chicago, you sent it to the Chicago newspaper and you
would be sure to get hold of the Chicago correspondent here. There were
quite a few of those reports.

Press Leaks

Mr. Eschwege

Mr. Staats

Somewhat related to that are the leaks that oceur with respect to some
of our draft reports to the media. [ know we have all had to deal with
that and I just wanted to get yvour reaction.

[ must say in the 15 years that I was here, [ could not really make much
of a complaint about leaks from Gao staft. I give them very high marks.
There were a few, but you never knew for sure where those leaks came
from. I always suspected that most of them came from the agencies who
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had draft reports, who either did not like what we had to say or felt for
some reason it was to their advantage to release that report. There were
a few where it was guite clear they came from here.

Tennessee Tombighee
Navigation Project

Mr. Eschwege

Mr. Staats

I remember a case, | would say it was a misunderstanding really on the
part of our staff person. We were doing a study at my request on the
Tennessee Tombigbee Navigation Project. You probably recall this. I ini-
tiated it, along with two or three other projects, to see what we could
learn about the planning process by the Corps of Engineers and their
cost estimates; we had a number of things in our audit objective.

Along about midway in that review, a suit was filed by an environmen-
tal group asking a court to restrain the Corps of Engineers from pro-
ceeding with the construction of the project. I did not know about that
at the time, but Senator John Stennis was very much interested in this
project. He was for it. He called me up and said, “What about this? What
are you going to do”” And [ said, ‘I do not know anything about the
court case,” but I checked then and found that there was an actual suit
IN Progress.

Under the long established Ao rule, which I think was right, once a suit
is brought where the issue gets transferred into the court’s jurisdiction,
A0 ought to step out until that is resolved.

So I called Senator Stennis back and said that we were going to stop the
review of this particular project, but we would resume it one way or
another after the court had made its decision. We would complete our
review of the other projects because we were not interested in the envi-
ronmental issue, per se, we were interested in something different. Well,
a person on the GAO staft felt that I had sold out to Senator Stennis and
he gave it to the press. That created quite a flurry for a while.

We did get that Tenncssee Tombigbee job done later on.

Well, we finally did, but [ guess not relevant here, but by the time we
had finished our study. there were a number of other people in the Con-
gress that asked us to come into it because they wanted to Kill the proj-
ect. Our conclusion was that we were way past the point of no return.
The cost of rehabilitating the area would be much greater than to go
ahead and finish it.
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Well, we have covered part of this already. This has to do with the rela-
tionship of GA0O and the executive agencies. We talked about the changes
that occurred after you came in, but [ am particularly interested in some
of the things that you started, bringing some of the agency officials over
here for our Wednesday lunches, and also in terms of our general rela-
tionship with, say. oMB, even the White House, and through the Joint
Financial Management Improvement Program, which you mentioned
already.

Well, 1 never worried particularly about getting too close to the agencies.
I did agree, as I mentioned, the need to get the agency comments and
that there be adequate consultation along the way with respect to what
we were trying to achieve. This meant that we would sit down with the
agency at the time you start an audit and be sure that they understand
what we are after. These 1 think are fairly basic to GAG's work.

Luncheon Discussions

The thing which Henry refers to is efforts to try to bring some of the top
people from the agencies in to get an informal exchange at lunch and a
short meeting after lunch just to get better acquainted.

[t 18 very easy for an agency person to feel that GAo is interested mostly
in just making brownic points and to criticize. That was the main sens-
ing that 1 got from the operating agencies; they did not feel that Gao
ever gave them a break in the sense of telling them the things they did
right.

Well, they were correct in this in the sense GAO is in the problem-solving
business. If you are in a problem-solving business, you basically look for
problems and issues and difficulties. Sure, you can put in the report the
things that were successtul and so on. That is one of the ways you learn.
We tried to do a lot of that, but, as far as the press is concerned and the
committees, unfortunately, they would pick up what we said was criti-
cal. So you can see there Is a natural allergy here between the agencies
and GAo audit work.
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If they understood what we were trying to do, then it made it easier for
us to have access to the information. A lot of this information, as you
well know, is not on paper. You have to do it through an interview pro-
cess. You have to talk to the people involved to understand what was on
the paper or what is left out of the paper. If an agency feels basically
that Gao is out in a sense to get them, they can make it awful difficult
for GAO in more ways than one to get hold of the information that you
necd to conduct an audit

There is a delicate line here that you have to draw—in a sense an arms-
length relationship—at the same time that you have to have an under-
standing of what we are trying to do, how we are going to do it, so it Is
not an antagonistic relationship.

It is a different relationship than the one a public accounting firm has
with a corporate client—very different.

Right now, you know, there is an issue that Chairman Dingell has been
raising—whether or not the public accountant should go public it he
finds something that is not right, a public watchdog who anticipates
problems concerning the future of a company. 1t is a different concept.
The accounting profession is united in the idea that that is not their role.
They are there to make an independent judgment and to make it to
management.

Now, the Treadway Commission is in the process of completing a report
Lrying to define this relationship in the public accounting arena. It has
been fairly public as to what they are going to come out with, and this is
where [ have come out. being on corporate audit committees now. The
public accounting firm. if it senses something that is unethical or crimi-
nal or fraudulent, should go to the audit committee. If the accountant is
not satisfied with what the audit committee does, he goes to the corpo-
rate board of directors. If he is not satisfied then, he resigns and files an
exception report and automatically makes it public, \

There is a different relationship in GAO; GAO has a threefold role as 1
always saw it. One is that it is accountable to the Congress. Two, the law
says we make recomumendations to the President and the Congress and,
as you know, all of our reports go to the executive agencies. If you look
at changes that are made in terms of management, programs, or savings,
[ do not know what the percentage is, but I would guess probably 80 or
90 percent of those accomplishments that we have in our annual report
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are done by the agencies without regard to the Congress. Third, it is
accountable to the public.

1 think that GA0's accountability is to all three of these audiences. Itis a
very different role than the one that is played by the public accounting
firms in their auditor relationships to their clients.

OMB Cooperation

Mr. Eschwege

Mr. Staats

Well, just a quick question. In terms of your relationship to oMB, having
come from that area, do you feel that helped in strengthening the rela-
tionships between 0MB and Gao?

Well, we made a number of efforts here and I guess a part of the
response to your question relates to the deemphasis in BOB and OMB in
the area of management improvement. This was our great frustration
because, in so many of our reports, particularly those issues which are
generic or governmentwide in nature, we found no place to go except
oMB. That was their charter, they had the power of the President behind
them, they were approving funds, and they had the leverage that goes
with that.

We were not too successful in getting them to give high priority to GAO
reports. What we did on a couple of occasions was to bundle up all the
recommendations that we had made where we were saying 0MB should
take action on such and such and we sent it over to them.

I had quite a lot of contact with people at oMB—Shultz and Ash and
others—but I think the fundamental problem is one that is still there.
That is the tact that the budget function had just crowded out every-
thing else. They had taken on the regulatory function but only because
the Commission on Paperwork, which I was a member of, put the onus
on them because they had the responsibility in the Federal Reports Act.
Then, there was the Office of Procurement Policy, which we tried to get
OMB to administer, but they did not pick it up so the Congress put
through legislation to create an Office of Federal Procurement Policy.

[ think part of the problem too was that several years ago oMB took the
position that the way to set a good example for the agencies was to cut
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back its own staff, which I thought was absolutely wrong. The example
does not really work.

If oMB wants to cut its own staff, that means agencies will have less
trouble with them. ouvi will not be in their hair so much. It was really
not a wise move, but, in that process, OMB cut back the work they werce
doing in the management field.

A number of us fecl today that something is going to have to be done.
This is a matter of concern to the Governmental Operations Committees
in the Congress. The new staff that is going in with Senator lenn as
Chairman, I believe, is going to take up this issuc. That is 4 part of the
answer to your question —why we did not feel that we were getting as
much attention to our reports and why there was not enough follow-
through. After all, Gao cannol direct anybody to do anything unless
what the party is doing is illegal.

Internal Audit

Mr. Eschwege

Mr. Staats

Right. Can we discuss the relationship with the internal auditors and
later on the inspectors general? 1 know you devoted a lot of time to this
and, of course, people are always saying, “Well, if we got these people,
what is GAO doing, how docs their mission differ from that of Gao?”

Well, there are several pieces to the response to that. One is the extent to
which we would duplicate the work being done by internal audit. There
was, [ do not say alwavs, but [ think the general practice was not to do
that. If Gao Telt that it was a direct duplication, they would wait to see
what came out of an internal audit.

Another dimension of that relationship was the question of what Gao
could do to strengthen the inspector general and the audit function in
the agencies. I think that will always be an important concern on the
part of GAO,

GAO obviously cannot do the whole job and should not even try in my
book. It can do a lot to try to strengthen the internal audit and internal
management facilities, more than just internal audit. If you are looking
for management performance, then you got to be concerned with the
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budget function, the personnel function, the inspector general function,
the audit function, and the financial management function. All these are
part of the tools that agency management has to use to be able to per-
form adequately. GA0 has a concern with all of those, but particularly
it's a concern with audit and inspection, [ believe,

We did a number of reports, you may recall, where we tried to focus on
that. We have done it in individual reports, too, if we felt that there was
inadequacy or maybe a problem that they were not really on top of, par-
ticularly pcaa over in the Pentagon.

Size of GAO

The third part of the response [ would make to that is that how big
should Gao be? There is no answer to that question either. It should be
big enough and not too big. It did play a part in my thinking at least as
to how fast we would grow, We wanted to grow fast in the 197(0’s and
we were just not adequately staffed to fulfill these three missions that [
mentioned.

When we got up to around 5,000 total, it began to raise a question in my
mind of whether we should be increasing a staff here as against trying
to get the agencies to strengthen their own internal staff under our mon-
itorship and surveillance. That does not answer the question of how big
GAO should be because a lot of new statutes come along which generate a
lot of new assignments.

As a general proposition, it seems to me that the dangers of Gao becom-
ng too big is maybe a loss of quality control. Quality control seems to
me basic to credibility, basic to the respect for the work that cao does. It
does not take too many “bad apples” to contaminate the whole barrel as
far as Gao is concerned. Quality control really has to be number one, and
size has something to do with that. If Gao gets too big, then obviously
there is some additional risk that you will lose that.

I worry about some of the big accounting firms. I am associated with one
of the big eight firms now which has almost 2,000 partners. [ am on a
committee of professional standards where quality control is an every-
day concern to them because, for one thing, at stake is not only their
reputation with their existing clients and new clients, but it is also a
matter of litigation. How you assure quality is one factor that I think is
really very fundamental and basic.
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Mr. Grosshans Could you maybe elaborate what you had in mind when you suggested
that GAO has a role to play with guiding the internal audit agencies and
inspectors general? What did you have in mind there?

Yellow Book

Mr. Staats Well, you may be referring to the effort that we started back in 1968 to
see if we could develop improved guidelines for audit. Ellsworth Morse
and Don Scantlebury particularly had roles to play here. I discovered
that we had a guide on contract audit. We had the principles and stan-
dards for accounting systems, but we did not have really anything
which would provide guidance to the agencies on what Gao would con-
sider to be an adequate audit.

To some degree, [ was trying to reflect this three-way accountability in
what we call the “Yellow Book™ which is now undergoing a review. The
Yellow Book, essentially, said that there are four types of audits. There
is a financial audit; there is an audit of compliance with statutes, rules,
and regulations; there is an economy and efficiency audit; and there is a
program effectivencss audit. Separately or in combination, what we
tried to do there was to recognize that there is a broader audience out
there than just Gao. There are the internal auditors in the agencies, and
there are 50 states out there that are receiving federal money and then
there was a public accounting profession that was auditing their opera-
tions as well as their own internal auditors.

The 4 years of discussion that took place seemed much too long, but, as
a final analysis, it paid off. When we issued that document in 1970, peo-
ple understood what we were trying to get at. They did not fight it; it
did not, all seem so strange when you talk four categories of audit. Then,
in 1981, we revised it somewhat and that is the one that is still in effect.

We were pleased and surprised, I should say, that we got the kind of
acceptance of the principles in that guide that we got. Then it was trans-
lated into other languuges—Chinese, Arabic, French, German, and so
forth; it became kind of a bible. T am told that now half the states have
accepted it, either by statute or by directive,

The state of Illinois, for example, passed a law in 1972 verbatim out of
the Yellow Book. They even now require, betore the utilities are given
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any rate increase, that there has to be an audit in accordance with the
Yellow Book. So it has had wide acceptance. The need was there too, [
think, and that probably made it easier. People recognize that need.

Audit Forum

Relationship With the
Accounting Profession

Mr. Eschwege

Mr. Staats

Mr. Eschwege

Now along with that, we took the lead in establishing something called
the “Intergovernmental Audit Forum” made up of the state and local
governments, the grant agencies, Treasury, oM, and Gao. That has also
hit a responsive chord. Some of the state auditors who came to see me
said “We have problems with the federal government because there is
no way to communicate, no way to really sit down around the table and
tell them what our problems are.” That generated the idea of creating
something called the Intergovernmental Audit Forum.

Each of the 10 major regions have such a forum and follows the national
pattern. I believe they are all still in place.

Is it fair to say that this also was a good vehicle to have liaison with the
various accounting societies and the accounting profession on the
outside?

[ should add, I forgot to add, that the American Institute of Certified
Public Accountants put out a booklet which was based on our Yellow
Book, shortly after ours came out. They, of course, obviously were one
of the organizations that we worked with in putting that Yellow Book
together.

Being that we had expanded beyond accounting in the work that we
were doing, there were also relationships that, by necessity almost, we
had to have with such groups as business, labor, environmental groups,
and so on which became quite active in the 1960’s and 1970’s. Some-
times they made their views known quite well to GAO on some of the
things we did. You recall that I am sure.
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Interest Groups

Mr. Staats Well, I think what vou may be alluding to is the effort on the part of
some of the associations, the trade associations particularly. There were
others as well who wanted us to send our draft reports to them for com-
ment. They were unhappy that they had no direct input to Gao, which
came up fairly sharply, I believe, in the case of Agriculture once—
where they wanted us 10 send them a copy of our draft report.

Well, obviously, we knew what would happen if they did not like what
was in the draft. They all had their connections with the Congress and
you would get premature input from members of the Congress.

Secondly, is that, as | told them, we are not auditing you, we are audit-
ing agencies. We are auditing the people who are responsible for carry-
ing out these programs. It these people choose to consult with the
associations in preparing their response to our draft reports, that is
their problem, that is their business. We do not encourage them to do it,
but we cannot control them, If the agencies want to do that, that is part
of the input they will have.

I would say this was not a major problem. [ recall on the question of
safety—the transport of liquificd natural gas—we had a terrible prob-
lem with a firm up in Boston. They became very excited about what we
said. We were saying that the standards for transport and for storage
were not adequately protected. They got terribly excited and they came
to see me two or three times. You could not close the door on that sort of
thing, but you certainly do not invite it.

Serving on Boards and
Commissions

Mr. Eschwege Well, the other thing I was going to talk to you about is that you served
on a number of commissions, boards, and other kinds of bodies while
you were Comptroller General. There was always some concern on some
people’s part, depending upon what commission it was, if we partici-
pated in the deliberations and helped in formulating policies and
procedures...
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Mr. Staats

Mr. Eschwege

We would be stuck with the result.

...We would be stuck with the result and then our poor auditors might
come in later and they might say, *“Well, Elmer Staats was on this com-
mission, can I reopen this issue and raise questions?”

Procurement Commission

Mr. Staats

There is a point to that concern, all right. Well, there was a Commission
on Government Procurement which was, I guess, initiated in the Govern-
ment Operations Committee in the House.

That was a case where there had not been 4 review of the procurement
policies of the government. They all realized, when they started working
on this statute, that this was an area ¢ao had a very important role in. A
fellow named Herbert. Roback was the staff director for the House com-
mittee. When he was in the process of writing the bill, he wanted to
work with GAo on what the commission should be concerned with, what
kind of issues did GA0 develop. We helped them out on that. Se right in
the purpose of the commission were a lot of the things that Gao had been
instrumental in raising as issues.

Chairman Holifield asked me if [ would be willing to serve. I had to
make a decision. I would be a statutory member, not an appointed mem-
ber; that made some difference. If I am a statutory member, then the
whole Congress has agreed that [, technically at least, should be a mem-
ber of that commission. not the committee chairman, not the President,
or anybody else. That made a difference, so I agreed to do it. And after
we had met several times, we began to focus on the issues of who 1s
looking at government procurement governmentwide. 1 started to look
at our organization—aGao. S0, well, maybe we are not doing what we
ought to do. So I announced that I am going to set up a Procurement and
Systems Acquisition Division in Gao. That is how that came about.

Later on, as you know, I came to the conclusion that there ought to be an
Office of Federal Procurement Policy. Well, that was one case. Nobody
really raised that kind of concern anywhere along the line, that I am
aware of, of our having been a member of it.
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Mr. Eschwege

I think it was more internal when we first started and then, after a
while, the problem went away.

Paperwork Commission

Mr. Staats

All right, now, there was something later on called the Commission on
Paperwork which Congressmen Horton chaired. He had been a member
of the Commission on Government Procurement. He saw what Gao could
contribute to it so they again asked if I would be willing to be on it.

Cost Accounting Standards
Board

Mr. Eschwege

A more difficult one was the Cost Accounting Standards Board. Con-
gressmen Gonzales made that proposal. Where he got the idea I do not
know, but certainly Admiral Rickover was very much involved that Gao
be required to issue a set of cost accounting principles and standards
applicable to all of the contracts under the Armed Forces Procurement
Act. Senator Proxmire picked it up over on the Senate side. They were in
the process of trying Lo decide what to do about this. Along the way,
they asked me if this was feasible for us to do and [ said “*No, no way. If
you pass the law, I just will not be able to promulgate these standards in
18 months.™

So the compromise was that Gao would make a study on the feasibility
and desirability of promulgating cost accounting standards by the gov-
crnment. They did not say by whom. It would be a normal kind of a Gao
study.

The end result was that they set up a board that I was to chair and 1
would appoint four other members. We would promulgate standards, let
them lie before the Congress for 60 days, and then they became law
unless the Congress overruled it. This was before the constitutional
issue was raised. Some of the contractors did raise a constitutional issue
at the time but did not get very far with it. This board ran for 10 years.
This was on top of everything else that I had to do, but I guess I really
did not have much choice in the matter.

Was your objection more to the short time frame that was given or the
conflict that it might represent?
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Mr. Staats

One was the time frame and the other was I was not sure you could do it
until we made the feasibility study and the feasibility study came out
positive on both the side of feasibility and desirability, so that we testi-
fied along those lines. But we did not make the pitch to take on the job
because we knew it was extra—on top of everything else.

Chrysler Board

Mr. Eschwege

Mr. Staats

I take it the same thing was true on the Chrysler Board. You did not
make that pitch either.

Chrysler Loan Guarantee Board, the same thing. That one was some-
what different in that the statute laid out the conditions and what the
three-member board did was to monitor them and make decisions as to
whether or not to extend the guarantee up to a statutory limit of $2.5
billion. The board had its own staff which was appointed by the Chair-
man who was the Secretary of the Treasury. The Chairman of the Fed-
eral Reserve Board, the Secretary of the Treasury, and the Comptroller
General were all three members of that board. So we were not in the
business of promulgating new policies or rules and regulations. We had
the job of in effeet being sure that the mandate in the statute was
observed.

I must say we did have one other issue, though, and that is, “How much
of the $2.5 billion should be used?” That had not been really considered
by the Congress when the bill went through. We here at GAO raised that
question very early on. Suppose Chrysler goes hroke? How do you pro-
tect the taxpayer? The result was that our Detroit office, working with
an appraisal firm, made an independent appraisal as to what Chrysler’s
assets would be worth if it liquidated and did not continue to be used for
automobile production. In other words, what salvage value would it
have? They went back and redid this, later on, when the issue became a
little more current as to how far we were going to go, but the result
came back about $2.4 billion. It would take somewhere between 7 and 10
vears to liquidate. The interest on that money would be such that you
could not go beyond a guarantee of $1.2 billion and still fully protect the
taxpayer. That is the amount that was eventually used.
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Railroad Board

Mr. Eschwege

Mr. Staats

Expanding GAO’s
Jurisdiction

You will be interested to know that the Railroad Accounting Principles
Board is winding up its activity. I know that you were still on board
here when that first came up. There were some concerns that that was
somewhat different than the Cost Accounting Standards Board.

Well, I am aware of that. Congressman Florio was the sponsor of this
legislation. It was perfectly obvious that the proposal was generated by
the shippers. They werce unhappy with the increases of the allocation
rates by the 1¢C (Interstate Commerce Commission). It was a self-serving
type of thing and 1 did not feel it was the kind of thing we would want to
take on. 1 had a number of discussions with him. It went through, but
there were no appropridtion made for it. I guess Gao later got in a posi-
tion where it could not really turn it down. My attitude was colored
somewhat, I guess, by the Cost Accounting Standards Board. That is
where he got the idea.

I would like to say a little bit about the jurisdiction of Gao. I think this is
relevant maybe to what we have been talking about, more so than some
of the things we will be talking about at the other meeting.

[ was impressed when | came to GAO with the fact that there are so many
areas of government that A0 had been excluded from.

Internal Revenue Service

If you look at our basic charter, look at the legislative history of the
1921 act. For example, I said, “what are we doing at Irs?” RS has to
collect all this money. Well, we are not sure. It turned out that the inter-
nal auditor in IRs had come out of ¢Ao. This is probably irrelevant in a
sense, but, for some reason, he was very antagonistic to Gao and he per-
suaded the General Counsel of the Irs that cao had no jurisdiction.

Bob Keller and all the staft here said they are wrong. They are stretch-
ing the statutes every way they know how. To make a long story short,
after several meetings, [ went up and talked to Wilbur Mills and to Rus-
sell Long and told them of what had developed. We thought ks was
wrong and we felt that this was not really a viable arrangement. They
had a joint meeting of the House and Senate—the Joint Committee on
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Internal Revenue Taxation had this meeting—and they said that-—they
had me there-—they said suppose we ask you to do this. 1 said “Fine, 1
do not think they are going to turn you down.” So the staff director
worked with GAO and we worked out a number of projects involving Iks.
We went in for a period of about 2 years at the request of the committee.
This was really a test of Gao as to whether or not we could do anything
that 1s useful. Part of the argument was that our access to records would
involve informants—the old confidentiality issue. So the Congress
passed a law then to give GAO jurisdiction.

Federal Bureau of
Investigation

Mr. Eschwege

We had a somewhat similar issue with the ¥8I. I suppose, if .J. Edgar
Hoover had lived, the story might have been different. But there was a
new director of the Fi1. I had by the way—this is a kind of interesting
interlude here—when | was appointed Comptroller General, President
Johnson said, "1t would be a good idea if you go over some time and
have a talk with Mr. Hoover.” He said, “Do you know him?"" [ said “No, I
do not know him." lle said it would be a good idea if I would go talk to
him.

So I made an appointment to go over and see him. I expected to be there
5 or 10 minutes and 1 was there for an hour and a half, during which 1
heard all about the Lindbergh kidnapping case in graphic detail. The
only thing that came out of that was that 1 asked the ¥pI if they would
assign somebody to help us in training programs in investigatory tech-
niques. Marty Fitzgerald's [formerly Gao's Director of oCR] father was
designated as the liaison for that and that worked out quite all right.

When Mr. Kelley became the head of the 1, we had several conversa-
tions about what Gao's role should be. He was pretty reluctant to let GAo
come in. I said, “Well. you do not have any legal basis for keeping Gao
out.” Well, they cited the informant question again and that our coming
in would dry up their sources and all that business. We finally had an
exchange of letters about it. We had Mr. Kelley over for lunch one day
and then we had meetings with him. It went on for a long time, and we
finally worked it out.

Then, when Mr. Webster came in, it was no longer a problem.

Mr. Kelley was from Kansas too, wasn’t he?

Page 46



Interview With Elmer B. Staats

Mr. Staats Kelley was from Kansas City. He was police chief in Kansas City, and he
had been to the University of Kansas, so we had a little to talk about.

Exchange Stabilization The third case was the Exchange Stabilization Fund. This was relatively

Fund minor, but Treasury would not allow GA0 to audit the accounts of the
Fxchange Stabilization Fund. We had a break on that, because it turned
out. that they had used the fund to build a building in Tokyo. The ques-
tion was, what is the fund doing building a building? So that helped us
out. We got the law changed. you see, to do audit.

United Nations The fourth case was the United Nations. There was a congressional dele-
gation that went to South America and raised the question about who is
really monitoring some ot these loans down there. The next thing I knew
there was a bill introduced which would give Gao jurisdiction over the
whole United Nations. [ said, “Hold on, let’s talk about this.” We finally
got the authority to make reviews of the ULS. contributions and role of
the United Nations agencies.

We did studies of the specialized agencies, maybe five or six of them, to

sec whether or not there was really adequate audit and controls over the
funds being made to those specialized agencies—World Health Organiza-
tions, UNICEF {United Nations International Children’s Emergency Fund),

and so on.

Mr. Eschwege So the focus was mainly on the United States contribution to that
agency?

Mr. Staats You cannot separate them. We proposed, finally, that the United Nations

establish an Auditor General. They need an Auditor General. We got a
lot of support from Canada, the United Kingdom, and some other coun-
tries, but the Secretary General was afraid to take it on because each of
these specialized agencies has its own audit arrangements, very loosely
connected except to get their money from the United Nations General
Assembly. The State Department supported us finally. Initially, they
were against it. So, that was another chapter on our jurisdiction.

Federal Reserve System Another one was on the Federal Reserve System. This was an interesting
case also because Mr. Arthur Burns was dead set against our having any
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Jjurisdiction. He threw up all of the smoke screens and he knew how to
do it. Confidentiality was a part of it and the possibility of leaks to the
market—they were independent just like Gao, they reported directly to
the Congress, etc. He fought it every way he knew how, but we finally
overcame that. We did agree to put in the statute that we would not try
to monitor or second-guess monetary policy. Now, beyond that, we had
Jjurisdiction.

It you look at the work of the Fed, there is a tremendous amount of
work there that is not related to monetary policy. Bank supervision is
one of them, but a lot of it is not related to monetary policy at all. Mr.
Burns later told me, “Well, you would never have won it if [ had still
been there.” But we would have, because it was perfectly clear to the
Congress that you needed the same kind of oversight on most of those
operations that yvou have elsewhere.

Intelligence Agencies

S0 a lot of my time, when I was here, Henry, was to try to be sure that
GAO had jurisdiction. The only case where I did not press was in the case
of the cia (Central [ntelligence Agency). Now, maybe, the situation is
changed, but I had lead responsibility when I was in 0MB for a number of
yvears with handling the budget for ¢1a. While I was with the National
Security Council Operations Coordinating Board, we had responsibility
for monitoring the ¢17’s covert operations. It is such a highly compart-
mentalized arrangement and the information is highly sensitive.

I concluded that there really was not much that cao could do that would
be very helpful, Gao being oriented to public reporting. So when I testi-
fied on it, I said that (1) I would hope that the Congress would establish
a Joint Committee on Intelligence but (2) if they had their own staff and
it we could help them in any way, we were at their disposal in the same
way we were at their disposal in respect to any other committee of the
Congress. [ was not going to press for independent jurisdiction to audit.

Now, we did have limited jurisdiction over at the National Security
Agency and this caused some of our people to wonder whether we
should limit our position the way 1 did. [ think, today, I would still prob-
ably take the same position.
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Judicial Branch

Mr. Eschwege In terms of jurisdiction over the judicial branch, we were sort of invited
in, [ guess,

Mr. Staats Oh, I had forgotten about that. We had a jurisdictional problem there
too. I remember very early when 1 was here, after raising this issue with
the administrative officer of the United States courts, he suggested I go
out and talk to the Judicial Conference which was meeting in San Fran-
cisco. So I made the journey out there and then, after a while, they
invited me to come in and talk about this. They apparently had been
talking about it before | came in—1I do not know; that was just my guess.
After Toutlined why [ felt that they should not be excluding Gao— they
did not have a statutory base for it, except they are an independent part
of the government—one or two of them began to speak up and say 1
think GAo ought to be in here. So you had disagreement. We eventually
worked it out so that we could look at the administrative operations.

I think Warren Burger welcomed this when he became Chief Justice. He
and 1 got to be very good friends and [ saw a lot of him. He had an
interest in administration and management. For example, he helped set
up the Court of Justice out in Colorado which was the training program.

[ think, as of today. | am not aware of any major area of government

that GAO does not have jurisdiction.

Mr. Eschwege No, and, as long as Mr. Burger was there, he kept up that relationship
with Chuck Bowsher as well.

Legislative Branch The last one is just the legislative branch itself where we have done
some little work, but, you know, I do not think we were really seeking to
get in there too much.,

Mr. Staats This a question [ got many times. I suppose Chuck Bowsher gets it too.
People usually with a wry smile, say “Why don’t you audit the Con-
gress?”” They do that by way of saying you are afraid to. Well, it was not

Page 449



Interview With Elmer B. Staats

Mr. Eschwege

Mr. Horan

Mr. Staats

Functions Not Central
to GAQ’s Mission

GAO’'s job to do it. I think implicitly we did a good deal by way of sug-
gesting changes in law. Sunset legislation, for exampie; [ was very criti-
cal in many hearings about the Congress’ lack of oversight of the
agencies. So implicitly we were doing that sort of thing.

There were one or two cases where we were asked to come in and make
a management review of the work of the committee. 1 think this was a
way of getting an unpleasant situation resolved for the committee chair-
man, but you can do it objectively. [ would still say that, if Gao got that
kind of request, they onght to honor it because it is a kind of situation
where many times the committee chairman does not have the help. The
Appropriations Committee asked us to come in and review the opera-
tions of the Capitol Physician—that is a part of the Congress—and we
put out a report on that, but I cannot think of any other specific cases.
GAO did have an office up there, it was a settlement of accounts. 1 had
forgotten about that.

Yes, we still have those people and they do mostly voucher audits.

We have done some work on the Architect of the Capitol, including dif-
ferent building praojects, as I recall. We made a major review of the prob-
lems involved in constructing the Rayburn Building.

That is right. I had forgotten about that, too; you are guite right.

Transportation Audit

Mr. Eschwege

Earlier, Mr. Staats, we talked about your role on some of the commis-

sions and boards. Now, maybe, we could talk a little bit about GA0’s role
in some of these activities which perhaps might not be characterized in
the mainstream of GA0’s mission. For instance, we had a Transportation
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Mr. Staats

and Claims Division and the transportation activity was later on trans-
ferred out.

Well, part of this was an eftfort to look at our various activities to see
whether or not they were central to GAO's basic mission and how we
might be able to reduce our staffing requirements as a budget matter.
Part of it had to do with the question of what should be done by Gao and
what should be done by the agencies.

GAO had previously gone through a process of trying to decentralize the
financial audit work—that had taken place long before I came here. 1
believe it came about actnally as a result of the 1950 Budget and
Accounting Procedures Act. That was one of the concepts developed in
that statute.

So, this involved the transportation audits, the claims, the question of
signing the appropriation warrants, and matters of this type which we
wanted to take a look at to see whether or not they really were central
and high priority for Gao.

I think the transportation audit was the toughest issue we had because,
other things being equal, I think this function could have been trans-
ferred earlier when the financial audit work was transferred. The rates
and schedules changed a lot and there was so much that was volatile in
this area that it was not possible to find any single place for this func-
tion that seemed to fit. Part of it is it took a lot of man/woman power to
carry it out so that it was a4 matter of some consequence to us as far as
our internal budget was concerned.

I remember Tom Sullivan [Dircctor of the Transportation and Claims
Division] shared this view and we finally set up a task force and, of
course, we were looking at the General Services Administration (Gsa) as
a depository. The task foree that was set up included Gsa. Part of the
cquation/issuc was whether or not yvou could simplify the audit in such
4 way as to reduce the personnel requirements and still make it a valid
audit. I think we agreed carly on that it probably had to be kept central.
You could not just disperse this to the Departments of Agriculture and
Defense (pop) and all the other agencies, but eventually this worked out.
With the computer in the picture, we felt it could be done and we agreed,
I think, after 2 or 3 years of work, to shift it over to GsA.
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Settlement of Accounts

Settlement of accounts was a little different problem because that
related to GAO’s authority to pass on the legality of the expenditures.
That was kept here, but we wanted to handle that in such a way that it
did not take a lot of time. Examining the internal accounts systems
played a part in this; so that was kept.

Claims Function

The claims function was another one that was looked at. That function
is still here and has never been removed from Gao. [t was handled in the
General Counsel’s office—I believe it has now been transferred else-
where but that is not really important. The main point is that the func-
tion is still in Gao, but, largely, it relies on the legal questions. We
delegated to the agencies settlement of the smaller claims, but the larger
claims still come here. If there were legal issues involved, we referred
them to the Justice Department for the handling of it.

Warrants

Signing of warrants did not really take much time and it was more of a
formality. It was a residual from the old question of GAO attesting to the
validity of the appropriations that were made to each agency. I suppose,
residually, it might have given us a little leverage if we wanted to chal-
lenge the authority of an agency to incur an expenditure.

Legality of Expenditures

Some of the issues involving the legality of expenditures were kind of
interesting. I remember when Vice President Agnew left office, he took
with him a 24-hour. around-the-clock, actually 24 Secret Service
agents—8 on each of the 3 shifts. This began to raise a question
whether or not that was legal or not. He had gotten a ruling from the
Treasury Department that this was okay. He finally went off with these
24 people to play golf out in California. We decided that this was
cnough.

We wrote a letter to the Treasury Department’s certifying officer that
we were going to call this into question. We did not see any place where
this was legally possible for him to do. Well, they handled the matter
very easily from their point of view. They made the Secretary of the
Treasury the certifying officer and they said we were not going to take
any action against him. | said, “Well, you are wrong. You have to do
something about this.” Then it got on the television and this went on
every night so that pretty soon they decided to call the agents back and
that was that. That was authority we did not have to use, but it was
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there in case that something like this came about where there had to be
some discipline on being sure that the agencies were not in violation.

The certifying officers really were otherwise responsible and the lever-
age that GA0 had was to certify the expenditure as a debt and that is
where the claims function came in.

Principles and Standards

The other one was the prescribing of accounting principles and stan-
dards, which is clearly a responsibility that we had, but there was some
coneern on the part of the Office of Management and Budget that they
should really have that responsibility.

Going way back to the 1930's when the President’s Committee on
Administrative Management had questioned GAO's right to be prescrib-
ing what they considered to be an executive branch tunction, they had
proposed, as you probably recall, that GAd’s role be limited just to an
audit function, All these other activities that we are talking about
here—the claims function and the settlement of accounts—all those
they considered to be ¢xecutive functions. That included the accounting
principles and standards. So when that reorganization plan went up to
the Congress, it was defeated. That pretty well settled it.

Now, when [ came here, the only question was really whether or not
these could be improved upon. We undertook a review of what we had
issued in that arca. There was never any question in my mind that that
was a proper function. Sec, it was an extension really of the accountabil-
ity of the executive branch to the Congress to be sure that the monies
were spent in accordance with the intent of the Congress. Unless the
legislative branch agency had the right to prescribe the way in which
those reports are to be rendered, you could not really answer the ques-
tion of whether these expenditures were valid. [t never became a precise
issue in those terms, but a guestion could be raised as to whether the
proper accounts were being made public through ¢AO and the Congress.
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Bid Protests

Mr. Eschwege

Mr. Staats

Are bid protests in this area too where you might consider them to be an
executive branch tfunction—where the General Counsel entertains these
protests from contractors? las there been any noise about this?

Well, there was and still is on that point. As a matter of fact, there was
recent court litigation, as you know; I think the court made the right
decision. But, the main problem that we had on the bid protest was the
timeliness of them and whether or not they had enough teeth in them.
The criticism we were getting back from the contractors and the Con-
gress was that it took GA0 so long to render these decisions that the
money has been spent and you do not collect—so all you get out of it is
some guidance for the future. That is fairly important; no question
about that.

Now, we had task forces set up to seek ways we could speed this whole
process up. When the Commission on Government Procurement looked
at this question, we had several options that were before us. I tried to be
as objective about it as I could. One of the options was to give the func-
tion to the Armed Forces’ Boards of Contract Appeals and it was argued
pretty strongly that that would be the better way to go—again on the
grounds that this is an executive-type function. The commission’s con-
clusion was to leave it here on the grounds that Gao is neutral and objec-
tive; even though time consuming, it was still a very fair procedure so
that everybody felt they had a chance.

Subsequent to my leaving GAO, there had been legislation, as you know. [
think that legislation probably was in the right direction because it still
does not say that A0 makes the final judgment on the validity of the
proposal and bid. What it docs say is that you hold up, you do not go
ahead and spend the money and create a de facto situation until there
has been reasonable time left to judge what the facts are. It seems to me
this has come out quite all right.
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Office of Federal Elections

Mr. Eschwege

Mr. Staats

Mr. Eschwege

Mr. Staats

Watergate

Going back to April of 1972, we got a new responsibility in GAo. It was
temporary. I am not sure that is one that you particularly relished to
have and that was the Office of Federal Elections.

I could surmise when you mentioned 1972 what you were going to ask
about. Well, this was the Presidential Campaign Financing Act which
was passed by the Congress in order to make public the contributions
made to presidential campaigns after a specitied date. I believe it was in
April of 1972. They put in a provision, placing the responsibility for
administering that act here in GAo, on the grounds that there be a sepa-
ration of powers. I could not see great difficulty because we were still
auditing the executive branch—auditing the President who was running
for reelection or a candidate for that office. We were not auditing the
Congress in other words, which would have been a problem and came to
be a problem later on. So we set up an Office of Federal Elections. That
function was here for. | believe, 2 years.

Until about May of 1975,

Closer to 3 years. One of the provisions in that statute was that we
would have an advisory council to GAO to work with us in administering
the act. We had to develop all the rules and regulations for reporting—
when you reported and above what levels. There were a lot of details
left for Gao. So we had a bipartisan advisory group. Bob Strauss was on
that group, George Bush was on that group, Jim Farley was on that
group, Henry Ford was on that group. Later on, we added Bryce Harlow
who had been over in the White House. We brought in Sam Hughes, who
was just retiring from the Burcau of the Budget, to run that. Overall, it
worked pretty well. 1 thought.

There were a couple of other things I might add about this. We read in
the Washington Post one morning that a contribution had been made to
the Finance Committee to Reelect [the President] after the statutory cut-
oft date by which it had to be reported. We did not know whether this
was true or not. Obviously, we had to do an audit of it. Fred Thompson
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was very much involved in that. He was named as Sam Hughes' assis-
tant in that office.

To make a long story short, it turned out that story was correct. But the
$10.000 that was referred to was the $10,000 that had been made avail-
able to Barker who wus the fellow who had broken into the Democratic
quarters. That was the only linkage that ever developed between the
campaign to reelect Nixon and the [Watergate] break-in. They denied
that there was any relationship at all. Unfortunately, from their point of
view, this check that had been made was countersigned and given to
Barker so that it was auditable,

First, we could not find out where the payment was. They said this con-
tribution had been made before the cutoff date. Well, where was the
check? It had been put in a deposit box in a hotel down in Miami, Flor-
ida. So the auditor went to the hotel and they said no that was not true.
It finally emerged that this was an illegal reporting of that contribution.
It was written up in the Woodward and Bernstein book and all of that.
This created quite a strain because, as time went on, the committee kept
saying yvou do not have all the facts and, if you make your report, we
will just have to say vou refused to listen to what we had.

By this time, the television cameras were all over the place and we had a
meeting with Sam Hughes and his stafT in my office and all we could say
was that we had to check some more on the facts. They thought that we
had capitulated, but we had not of course.

The other thing was that. there was some feeling in the Congress that,
when we started auditing at the state level, that we were being political,
Congressman Hays from Ohio called up in great outrage that we were
auditing the state of Ghio’s records on this. They thought we were being
very partisan about it. Well, I pointed out to him that we audited a
Republican state first. He said, *‘T do not believe it.”" 1 said “Well, you do
not have to believe 1t. We ¢an prove it and [ will have Fred Thompson
come up and talk to vou.” He never really accepted this. So, when it
came to the point ot broadening that statute to include members of the
Congress, Hays tried to write in a provision—which would require that
hefore any audit was made by GaO—that they would have to get com-
mittee approval. e wrote in very strict limits on what we could and
could not do. So I went up to see him and said, “Now look, I am not going
to be a party to this and, if you want that kind of restriction placed on
the agency, vou have got to go somewhere else because 1 just will not
accept that responsibility.” That is why the Office of Federal Elections,
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or Federal Elections Commission I believe it’s called, was set up to

administer it. It really would not have worked for GAO to be auditing the
campaign finance reporting requirements for members of the Congress.
We would have been in this kind of problem from day one.

GAO did not get involved in any audits of members of the Congress as
long as we had the responsibility. Is that what you are saying?

No, they did not because they were not covered.

I sce.

Military .J udgménts

Mr. Grosshans

Mr. Staats

One area that took a considerable amount of our audit effort was the
defense area. Some of us that worked in that particular area were
always a little bit concerned about what your views might be from a
standpoint of getting into military judgment. Maybe you could just kind
of share with us some of vour views and experiences in that particular
daread.

Well, of course, the strategic assessments and the strategic plans of bob
were kind of central to what poD bought and did not buy and even how
they were organized, what responsibilities were placed for the unified
and specified commands. [ do not know that we ever formalized this in
writing, but the line that I took on it was that we would not go behind
thosc strategic assessments and plans made by the Joint Chiefs of Staff.
That is a pretty thin linc between that and the question of whether or
not you made the right procurement with the right contractor and so
forth.

That was a pretty thin line on another type of thing. If you were trying
to make a judgment of whether they had airlift capacity, for example, or
whether or not they had made the right judgment in prepositioning
equipment in NATO (North Atlantic Treaty Organization), I do not know,
but this was a difficult line for us to try to draw. That was the objective
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Expanding Reviews

Mr. Eschwege

that we had in saying that we did not want to try to become the Joint
Chiefs of Staff for the Congress.

Actually, as far as checking on the underlying rationale that was used,
you were quite comfortable, [ would gather, in doing that but without
substituting our own judgment.

Yes, that is correct. We had to draw that line, but you had to do it case-
by-case, audit-by-audit, but it was something to keep in mind as we went
along. We did not want to be making public pronouncements on whether
or not we ought to withdraw our troops from Europe, for example, or
how we fought the war in Vietnam. These are the kinds of judgments
that we felt that we ought to try to avoid.

We really did not have the gualifications; it was not our responsibility.
There was nothing in our statute to give us that charter.

We previously talked about how we expanded into other agencies and
obtained audit jurisdiction in those additional agencies, but there was
also an expansion in the terms of the types of reviews we did, some as a
result of legislation.

Nonappropriated Funds
Impoundment Act

Mr. Staats

Getting into some new activities like the audit of nonappropriated funds
or audits under the Congressional Budget and Impoundment Act which
got us broadly involved in areas in which we were not previously
involved. So there were both the program results reviews and program
evaluations as well as those provided by the statute.

Well, as I have indicated before, this was an evolving situation where we
had to “marry up” our capability to perform these kinds of functions
along with the Congress’ desire that we do that. I suppose these had to
be joined in order to be able to produce that kind of result. With respect
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to the nonappropriated funds, these were huge you know. I am not posi-
tive, but I think the interest in our auditing them came out of the Appro-
priations Committee in the House. We had said, well, we did not have
authority and the Pentagon said we did not have the authority which
was correct. That was finally remedied so that Gao had the right to go in
and audit.

This would be like the rX's?

The post exchanges and the commissaries. [ think there were some other
funds, but those are the two principal ones that were involved in it. We
supported that and [ thought it was a good move. The interest on that, |
think, really originated in the Appropriations Committees.

Unvouchered
Expenditures

Mr. Eschwege

I see. Then, of course, we had the unvouchered expenditures.

Policy-Related Reviews

Mr. Staats

There was some effort of doing more policy analysis work as opposed to
actually recommending policy. 1 think, you may recall, the closest thing
we ever came to recommending policy was in the energy area where we
did have a request in cffect to develop policy. Monte Canfield [Director
of the Energy and Mincrals Division| was here and, I recall, we worked
very hard on the proposed legislation.

Given the circumstances of the time, I thought we did a-pretty good job
with it too. Yes, I think you are right. That one came as a congressional
request, but the line between what is policy analysis and what is pro-
gram evaluation is one that I do not really think exists actually. Because
if you are making a program evaluation, you are trying to say “Okay, if
it did not work or it could be improved upon, then here are things that
we think you ought to do to change the law.” So you really come back to
the same starting point.
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Provisions for Evaluation

Mr. Eschwege

Mr. Staats

One thing that we tried to do, as you recall, was to get the Congress to
write in the statutes provisions for evaluations. We were not looking for
any new charter there for us because we already had it. We had it in the
1970 legislation and. later on, we had it even more explicit in the 1974
Congressionat Budget and Impoundment Act.

What we were trying to do was to get the Congress to say in the commit-
tee report, or evern in the statute itself, here are some things that ought
to be evaluated. Of course, it would have helped us if we had that in
developing our audit plans, but we were doing it primarily to get the
Congress to be concerned more when they write a statute as to what
they expected the results to be.

Senator Leahy, particularly when he came into the Congress, had much
interest in this subject and we had a number of meetings with him, I
think it was at that point that he wrote out some standard language
which we agreed that we would try to get into all the new legislation
that we had a chance to comment on to get the Congress to be more
concerned with oversight and evaluation. Maybe we could have been
more successful, but, by and large, it was not really a successful effort.

I think there was also an cffort to alert the agencies early on to leave a
paper trail so that they could later evaluate themselves.

You are quite right. We wrote to the agencies. [ remember writing to all
the agency heads saying this is what we are going to do and we hope
you do the same thing. That was quite true.

Mission Analysis

Mr. Grosshans

Mr. Staats

Wouldn't our early efforts in the defense darea on mission analysis be
getting pretty close to that policy analysis you spoke of”

Yes, you are getting back to this matter that we talked about a while
ago. I think that was a very legitimate function for GAo and I believe the
Commission on Government Procurement supported us. What we were
essentially trying to got at was whether or not there was a well-defined
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Operational Policies

Mr. Eschwege

mission for the various services against which they would program their
work and their procurement operation—something that still needs to be
done.

[ think one of the pieces of unfinished business today is trying to get
more mission analysis coming from pop. 1 recall, even before the Pro-
curement Commission was established, I testified before the, I believe it
was the House Armed Services Committee on this very subject. We felt
that, as they examined the authorization request coming from DOD right
up front, they ought to be saying “How does this fit with your mission
and what other programs do you have to support that mission?”

The tendency was for the agencies to go up and say, “You know, we
have got the hottest thing going here that you can dream up, a new
weapon system, and it is going to do these great things.” But they never
told the committee whaut other things they were doing to support that
same mission which might have the same priority, a lower priority, or
ceven a higher priority. The fault was largely in the Congress itself for
not insisting that this kind of mission analysis be presented along with
the agencies’ authorization and appropriation request. That is what we
were trying to get them to do.

Well, can we get into some of the operational policies, as I recall them?

Access Records

Mr. Grosshans

There was always the question of access to records and I know that
Werner [Grosshans] was involved in some of that himself.

You might just kind of comment a little bit. about how you saw some of
those early challenges—Iike in the Hewlett-Packard case, the drug com-
panies, which took years and years to get settled. It would be interesting
to get your reflection; maybe we have won a moral victory, but did we
actually succeed in accomplishing anything on the challenged contracts?
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Mr. Staats Well, we did not have a lot to go with except jaw boning and pointing to
our statute. Even before the two cases you mentioned, we had a cele-
brated case with TRW in Cleveland and they were just not going to give
us the information. We had a number of conferences with them, and [ do
not think we were fully successtul.

In the case of the drug company records, they argued that the govern-
ment procurement was only 8 percent of their total sales and, therefore,
they priced this out on a commercial basis. They said to try to pull out
that 8 percent and allocate it back against research and development,
their sales costs, and their advertising costs—it could not be done. Well,
we said let us try. We never really succeeded on that. It went to court in
at least two jurisdictions. [ think, three.

Mr. Eschwege Maybe three, yes.

Mr. Staats We had a Philadelphia case particularly come up and they were initially
inclined to go along with us, but they could not get the rest of them. So
we were really dealing with the pharmaceutical manufacturing associa-
tion and their lawyers here in town. That was less than a satisfactory
outcome.

The Hewlett-Packard case. I do not recall the details too much—there
again it was a question of commercial pricing, giving us access to infor-
mation which could have a commercial value to their competitors.

Subpoena Power Now, eventually, as yvou know, we got legal authority to take these cases
into court. This probably should have been done a long time ago.

Mr. Eschwege Was that done at our initiative that we got this authority?

Mr. Staats I was rather surprised it had not been done as a part of the basic statute
in 1921 to give an auditor responsibility but not simply admonish the
agencies to supply that information. But there were not any teeth given
to GAO to be sure that the information was going to be forthcoming.
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Elmer, [ would like to hear you discuss a little bit about the referencing
and report review processes. As you know, Gao always had a problem
trying to meet the timeliness needs of the Congress and also to protect
ourselves from issuing a report that was inaccurate. 1 am sure, during
your tenure, you had that same problem and I wonder what you think
about this.

Well, I did come here from a nonauditing background. 1 was, 1 guess,
somewhat surprised about the elaborate process that we went through.
A parallel in the private sector would be a second partner review of the
work done by the andit manager-—the engagement partner. | had no
problem with this with a strictly financial audit.

The problem I had was that, when you got into auditing the managerial
efficiency and procurement operations and all the Kinds of things that
GAO got into, whether that really was very meaningful. My analogy there
on those kinds of cases would be a management consultant firm like
Booz, Allen, Hamilton or McKinsey and Company and so forth. You
could not find any retferencing processes there; so I began to raise the
question of what were the limits and the bounds of the referencing
Process.

The other question was, what is the responsibility of the referencer and
whalt is the responsibility of the supervisor, the person who is really in
the chain of command in the responsibility” To some degree, it seemed
to me the referencing took him off the hook and 1 did not want to let him
off that hook.

Now, there is a third consideration here and that was the fact that, more
and more, as we got into these issues involving program effectiveness
and management, a lot of it had to be done without access to a docu-
ment. You are dealing with computer printouts, you are dealing with
interviews, you are dealing with questionnaires, you are dealing with a
whole myriad of other techniques designed to give you the information
you needed to draw an audit conclusion.

Referencing does not work in those areas. But I think, as time went on, it
resolved itself very much along these lines. 1 indicated that, if you are
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dealing with a financial audit, then somebody needed to look at the doc-
uments jworkpapers| to be sure that all the bases were covered and the
facts were properly displayed. This was quite all right because, you
remember later on, we got into criticism of some of the external auditors
of government work on the grounds that those workpapers were not
there. We had no evidence that the audit was actually conducted except
for the billing of the government for the work done. Referencing has a
place to play, but I think it is largely in the financial audit work.

Accuracy in Reports

Mr. Horan Did you have a case where the accuracy of a Gao report was brought
into serious question thal vou can recall?

Mr. Staats Oh yes, you had agencies that did not like our draft reports; that was
one of the first things they tried to attack us on.

Mr. Horan There were a lot of disputes on the conclusions, but, I wonder, did they
really challenge the facts?

Mr. Staats You mean effectively?
Mr. Horan Yes.
Mr. Staats 1 do not recall any case where they were able to be successful in chal-

lenging the accuracy. This goes back to an earlier point we talked about
and that is being surc vou got agency comments. So there is a time for
the agency to speak up. If they say your facts are wrong, then that is
what the draft is there for—to give them a chance to challenge those
facts as well as the conclusions and recommendations. So [ would say
that we had a good sateguard there; [ would not say that we never went
ahead with the report where the agency did not agree with us on our
facts but we double checked our facts.
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They could still challenge that; they had that opportunity to present
those differing views to the Congress. You recall, in the early 1970’s, the
law was amended to require the agencies to supply comments to the rel-
evant committees of the Congress. In all cases, they had to respond to
the Government Operatinns and Appropriations Committees with their
views within 30 days.

In 60 days.

We supported that legislation. The idea came right out of GA0, in fact.

Signing Reports

Mr. Horan

Mr. Staats

On the signing of reports, during your tenure, most of the really signifi-
cant reports were signed by you and, in some cases, by division heads. In
today’s world, we have a lot of our products going out signed by our
associate directors. What was your thinking on the signing of the
products?

Well, as President Truman used to say “The buck stops here.”’ I took
that to heart. I felt that, if we had a report which made recommenda-
tions to the executive branch or to the Congress, that I should take that
responsibility and that it should not just be implied because it came out
of Gao. That did not say that the Deputy Comptroller General could not
sign the report when 1 was not here; the Deputy’s signature meant the
same thing. It was an institutional product.

Signing an information report or simply an analysis of issues and
options and so forth was a different matter as [ saw them. Those could
be signed by others in Gao.

Listing Staff in Reports

The same point arose later in connection with naming Gao staff in our
reports where we were making recommendations. T did not think that
was a very wise thing to do because many of these were very controver-
sial. If you said that Mr X or Mrs. Y developed this report, then there is
always a question, did the Comptroller General really focus on it? Was it
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his product? It we are going to blame somebody, do we call that Mr. X or
Mrs. Y up and put them on the carpet? Not that this would happen very

frequently, but therc would have been cases where this could have hap-

pened and might well have happened.

The great controversies we got into on the profit study we made and the
study which we madc on the Office of Equal Opportunity antipoverty
program were very controversial. I was the one that should go up and sit
before the committee and take the heat on it, not somebody at the lower
levels. But information-type reports, analytical, option-type reports, |
did not have any problem with at all.

Who Testifies?

Mr. Horan

Mr. Staats

Mr. Eschwege

Mr. Staats

The same question came up, you might say, on testimony...
Yes.

...and there again I felt that, if [ had signed the report, it was a little
easier for somebody else to go up and testify. By and large, I tried to
take those hearings that 1 felt were the most sensitive and most contro-
versial. I welcomed the idea of having Gao staff, who were involved in
an audit, be there with me or with Bob Keller and, in other cases, to be
the primary witness. | thought this was a healthy thing because it gave
them a chance to see what those fellows up on the bench looked like,
what kind of questions they asked; you were not just relying on a com-
mittee report or even a transcript to give them this input.

[ felt that there ought to be maximum exposure but still focusing the
responsibility on the person sitting in my chair.

That got to be a very heavy work load for you, especially during the
busy part of the year. You also did encourage the division directors to go
up there and testify or that they be...

Well, of course, they would come along and I would try to have them
Tully involved in answering questions from the committee. [ reflected a
good deal about the fact that we had to jump from one subject to
another. One week, you were testifying on defense, another week on
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agriculture, and, unlike a person who is in one of the departments or
agencies and was testifying on the same subjects every time, whichever
committee they went before, But, here, we had to cover a multitude of
different subjects, and you had to get yourseltf up to speed and I must
say the staft did a very good job of preparing briefing books.

We always went through a lot of the questions—potential questions and
answers—and I found those briefing books extremely helpful. The fact
that there had been some contact made with the committees, in advance,
ascertained what kind of questions might emerge. We could not always
find out; they cither did not want to tell us or they did not know, but,
nevertheless, we made the effort.

Difficult Hearings

Mr. Horan Was there a particular hearing that sticks out in your mind where you
feel it did not go as well as you hoped when you went in?

Mr. Staats Well, probably quite a few of them.

Mr. Horan One that comes to mind right away?

Mr. Staats One thing that I learned a long time ago, long before I came to GAO, was

if you do not know the answer to a question, say so and do not try to
pretend you do. They tind out very quickly whether you know or not.
The best thing in the world to do is to say [ will find out, we will get
back to you, and be completely honest about it rather than trying to
pretend that you know the answer.

Some of those fellows are smart enough to lead you on and, when they

do, then you will fall through the floor. [ learned that a long time ago
when [ was at a very junior level in the Bureau of the Budget.
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Mr. Grosshans Maybe a quick followup on a point that Don [Horan] raised—getting
ready for testimony. Since you did so many of them, did you rely pni-
marily on the backup books to get ready for those or did you have spe-
cial get togethers to get briefed before going up to testify?

Mr. Staats Well, we did both. Actually, we did both and we talked earlier about
getting involved at an earlier stage in some of these major audit areas
and I think that helped a great deal. The issue papers where we would
sit down for half or three-quarters of a day going through an issue
paper helped. You could pick out some of the topics that you knew there
was high congressional interest in or you knew they were sensitive and
controversial.

What I would try to do was to track those through to their completion. I
had a lot of these.

I had a good deal of background resulting from the discussions with the
staff we would have in the conference room. We would have progress
reports and briefings. updates on the status of a particular review we
were engaged in—that helped a great deal. 1 did not start literally from
scratch when we got a request for testimony.

OCR Meetings

Mr. Horan I remember your ock meetings on Friday. You frequently had the direc-
tors talk to you about upcoming hearings and controversial things and
then you had mecetings with them.

Mr. Staats Well, the 0CrR meetings, along with the issue papers, turned out to be one

of the best management tools I had. As 1 think I mentioned earlier, ini-
tially, we did not have the division directors involved but that did not
last very long. We realized you had to have the division directors pres-
ent to have the kind of discussion you needed if you are going to deal
with the kind of thing that you arc talking about, Don. Where do we
stand and what are the issues we ought to be aware of and what has
happened in terms of briefings and contacts through these committees;
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all those things came out in the 0Ck meetings. [ thought those OCR meet-
ings were very uscful, and we had some very exceptional people backing
up OCk—Marty Fitzgerald, cte.

Congressional Requests

Mr. Eschwege

Mr. Staats

Smitty Blair was the ock Director before that. While we are on OCR, there
is something that I meant to ask you earlier. You were quite concerned,
as we understood it, that there would be the proper balance between
what we had at one time called self-initiated work and congressional
request work. You also mentioned that a little bit earlier. Does that still
concern you today because our congressional requests are now up to
almost 80 percent.

Those statistics that we used, and [ guess they still are being used, can
be somewhat misleading in that a great deal of the congressional request
work emanates right here in GAO. These are ideas that come out of a
prior andit or they may have come out of discussions with someone in
0CR and some of them also represent work that we would have initiated
on our own even if we had not gotten a request. So you have to take
those statistics with those qualifications.

But there is a concern here that I always had and, that is, we ought not
to cver arrive at a point where we could not really set the priorities on
the work that Gao staft did in arcas that an independent audit agency
felt warranted attention. That is primary; there is a danger that this line
can get crossed to a point where you could neglect important areas
because they do not happen to be the areas of the most popular interest
to the Congress at the time.

GAO always reserved the right to be able to say these are high priority
matters that the Congress should be concerned with, the public should
be concerned with, the executive agencies should be concerned with,
Irrespective of whether or not Congressman X or Y says he would like
GAO to do some work. G0, in other words, ought to reserve the right to
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say, “Okay, this is an area we will take a look at, but we may not be able
to undertake it for a while.” Or we may have to scale 1t back.

Another device which T thought was useful, it a requester is interested
in a general subject, we would consolidate and codify all the work we
have done in that area and somebody can do that in a relatively short
period of time. We could do it either by taking the summaries of our
reports and saying we have done these many reports or sometimes yvou
can do it right out of the annual report so that there are ways that you
can deal with it. It is a matter of judgment, you see, but again your issue
arca papers give vou the basis from which you can make that kind of
judgment.,

Mr. Grosshans Were there other concerns that you might have had, in other words, you
talked about making sure that we are doing the right work; we should
not be overlooking that. Were there also concerns about our indepen-
dence and potential perception of being politically aligned if we had too
many request efforts?

Mr. Staats That is a good point, because this question did come ap from time to
time. If we get a member of the Congress—1I1 mentioned Senator Williams
earller—where | am sure the question must have come up there whether
Or not GAO was nol favoring him somchow. We had the same problem
with Senator Proxmire, particularly during the Vietnam period, when he
and his statt were so concerned about the Pentagon and the spending for
Vietnam. There were a few others of that type who used the GAO reports
a great deal and asked Gao to undertake a lot of work. As to whether we
were not somcehow compromising or slanting our reports to please a
favorite customer, I do not think you ever overcome that perception.
Une thing you can do is 1o be sure that all of our reports are issued
publicly at the appointed time so that that report speaks for itself-—
rather than a press release issued by a Congressman or Senator which is
risky.
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Well we e kind of middaimg over now from what we discussed of the
overall planiing e e mdividoal assignment planning and there were
aconple ol efforts b aose Tines,

One wears the Assignaee © Roview Gronp. T think Sam Hughes was here
when thert was st o0 ted and, in some form—maybe it’s called differ-
entlyv it stillesist- coay vhere at your level someone would review
The assignments o e were inittated and thens maybe further on,
ada os they went £ ene phase to another,

Well this beid To do e the question of s this trip necessary, 1s this a
high erough prories sow erant using the oo professional staft, is it
Pl i svork on s it ben 2omdertaken after an assessment of relative pri-

ot ies T Some argiied s uowe onght (o have a murder board.” But

there wais o second va ol that guestion and that is as to whether the
andit was being phae o poperty, Inother words, were all the Gao staff
mlerests being cove o was it timely . are the number of field oftices

hetg covered the el s neaber? Inoother words, it was an effort to take
A second Took as 1ot o that what was planned had a high enough
priority. Secondby v 1 ereompass all the things that a gao audit
should encompass™ - think both of those considerations were really what
we had memind in bt Assigniment Review Group, I was somewhat con-
troversial, Twould < because there was o feeling that we were taking
it cut of the division - wigment. reviewing it on a higher level and that
alwaves s hittle cor b tons.

Hlow would you scone tae steeess rate if vou had to reflect? Did you
view the Assignment B eview Group as being very successiul?

I could not pnut a tigoe ot obviously, but it was a good discipline in
anv event The Facr shet the divisions knew that somebody is going to be
tahing another oot e his T do not know whether it has been continued
or not. but, inany <.o 1 there was enough feeling that | sensed in the
organization that s s ecded to have some way to do what many orga-
nizatiems do to boeos osign-off group that was not directly in line.

Page 71



Mr. Eschwege

Mr. Staats

Project Planning

Mr. Eschwege

Mr. Staats

Interview With Elmer B. Staats

It seems to me there was perhaps another benefit; with the organization

becoming multidisciplinary, some divisions in programming the work
were not aware that we had resources in another division that might
help from a different perspective to get that job done.

Well, again, the issue arca meetings that we had helped in a sense. You
are quite right that this was another objective we had.

Then of course we had the PpMa—it is called Project Planning and Man-
agement Approach— concept of doing individual assignments and there
was a fellow by the name of Hank Dufty who came in here from the
accounting profession to spend the year with us and help us develop
that. If vou recall, it had the five phases to it—the proposal, the scop-
ing, the planning, the implementation, and, what [ considered the most
important phase, the evaluation. I am not sure how well we did that one
but that is something that is still on our books today.

Well, I was never sure about it myself to be quite honest with you. It
came out of a task force and, as you mentioned, the outside consultant
played a big part in this. The thing that sticks in my mind mostly in that
respect is that the concept was that this function that we were talking
about on the Assignment Review Group ought to be built into the whole
audit process. In other words, this is something that cach of the divi-
sions would be looking at in terms of guidelines when they undertook
and started to plan for an audit and execute it. That part of it I do not
think could be questioned very much, but you are really in effect telling
people how to do something they have been doing all along and felt they
were pretty good at it: [ thought they were pretty good at. it

Stewart McElyca was head of that task group; he felt that this was
really something that had to be done. T went along with it, but I never
was quite sure that it really added very much to what the Assignment
Review Group was set up to do.
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We would like to talk just a little bit more about financial management.
We covered My the last time.

The systems approval process was changed not too long after you came
here, 1 believe, in an effort to expedite that and I know there were some
impediments in getting those systems approved. I think there were only
about halt approved by the time you came in and some of these were
subsequently outdated

I have forgotten the percentage, but [ think it was lower than that
because, when 1 came, the requirements for approval were really quite
rigid; what did approval really mean? Gao had issued the principles and
standards; then, of course. the systems had to be designed and then they
had to be tested and then, at some point of time, GAO would say that
they met the standards being prescribed. Very few of them were able to
pass muster on that.

We felt that we would make more progress if Gao, in effect, would sign
oft with the agency at earlier stages, instead of leaving the agency up in
the air as to whether or not their systems are okay until you got down to
that end of that road. If they had issued their own internal principles
and standards which conform with our standards, that was a logical cut-
off. Okay, then second. we said we would work with them in the design
of’ a system. The extent to which we were able to do that depended a
great deal on our manpower. There was a limit to what we could do, so
that some of the agencies went out on contract. I remember the Labor
Department let @ million dollar contract. In those days it was a lot of
money for this Kind of a system, but we encouraged that. When they got
the system designed that we felt was adequate, there was another sign-
oft point and we would say that this agency had met that requirement.
Then the final stage was the one for formal approval, so that we were
trying to say, in effect. do not leave the ageney in the dark as to whether
or not we were with them, They would put all this money into it, all this
staftf effort, and then we would come up and say your system is no good.
We had to be a part of it and we had to recognize that and take some
responsibility at that point of time.
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When [ was leaving olfice here, as | recall it, we had about 50 percent of
the systems that had been formally approved. Now as to the question of
what is a system: from the time I came here to the time I left, the
number of systems had multiplied. pon had increased from, I think, 3 or
4 up to maybe 30 or 40 and similarly they had increased in the Depart-
ment of Health, Education, and Welfare (lizw). So the numbers game did
not really account for very much. If you started back in 1966, the basis
of our data would huave been very different.

The two greatest probieras we had in specific terms was on the acernal
of costs and the question of property accounting, i.e., at what level cut-
off do you require property accounting. Now, most of the problem was
in those two agencies iiw and oD, and 1 thought we had a general
agreement at one time orally at least. on what we would be willing to
entertain on that. We had meetings here at lunchtime with the financial
systems secretaries of Dop and we had a separate meeting with HEw. We
had agreed thal we would have a cutoff on property accounting and we
would not require aceruals unless there was either a cost reimburse-
ment—a revolving fund-- or a commercial-type activity, We were not
going to require acerial just for the sake ot accrual.

| thought we had pretiy mach solved the problem, but we had not. Part
of the difficulty again was the lack of commitment in the agencies and
they were not getting «ny pressure from either the Congress or from
oMB. In other words. 1hey were saying, “The Congress does not need i,
OMB says they do not need it. What do you fellows really push us for? It
1s extra cost, takes extra time, and what are you getting out ot it except.
a kind of a doctrinal position”” That was a troublesome thing. We did a
pilot study in the Censas Burean to show what you could do with
accrual accounting related to your outputs, related to productivity. We
were able 1o make a demnonstration, but it did not really capture any-
hody’s imagination across the board. You really cannot. We got into it
again when we were looking at productivity, One of the ways vou can
measure productivity 5 through the units of costs—that is a very
important measurement of productivity.

I would like to ask you a gquick follow-up question on the points you
raised on GAO's role in designing financial systems. Wasn't there quite a
debate within GAO as to whether that was a proper role for Gao to play
and whether 1t raised some potential conflict of interest questions it we
then subsequently come back and audit those same systems? Could yvou
Just kind of share with s your view?
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The issue was raised more outside of GAO than it was within GA0. In
theory, you might say this 1s a potential problem, [ do not agree. 1 never
really felt there was a conflict. One thing though that I did do to try to
meet that concern was to be sure that the work was done separately
from the audit divisions and that that review be made by an indepen-
dent group so that the auditor who audited a given project felt free, 1
hoped and [ believe he wuas, Lo be critical.

One of the things that we were never quite fully successful about was
focusing enough on the financial management aspects of an audit. This
Is to say, the program concerns, the management concerns, always
scemed to be taking priority and we were not able to get the audit divi-
sions to focus on financial management as much as [ would have liked. 1
know this was also Lillsworth Marse’s feeling that you need to focus on
the financial system that produces the data, that you need to make a
Judgment on the adequacy of the financial system of that agency. It was
somewhat spotty, depending on the individuals conducting the audit,
who planned it, and all of that. By keeping the functions separate within
GAO, there was some protection against that type of criticism, but the
traditional argument was made and made fairly recently in fact by the
Price Waterhouse people who did the staff work in this area for the
Grace Commission. They said Gao should just be auditing the system and
not be involved with the principles and standards.

Ilere you get back to the point I made a while ago, if GAo lost that func-
tion, then I think you are losing at least a potential capability on behalf
of the Congress to be sure that the money spent is in accordance with
the appropriation act, for example. I do not really see it as a major prob-
lem, but it 1s a concern that Gao ought to be aware of.

Back in 1976, the Treasury—with the cooperation of one of the big
accounting firms—came out with a pro forma consolidated financial
statement for the whole government. Admittedly, it had a lot of missing
pieces and holes and there was a lot of controversy. Since then, there
have been efforts made to try and improve upon that and I am just won-
dering what part you or Gac played in that in those days.
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Well, Chuck Bowsher played a part in this too. The firm you referred to
was Arthur Andersen. When Bowsher came to see me when they were
thinking of undertaking this effort, they had not really undertaken it
vet, He asked how we would react to an effort to do this and I said fine.
Treasury, in my book, has always had a residual responsibility to deal
with central financial reporting for the government. I think there is
something in the stature books going back to about 1956 on this point.
This would have to be researched but that was my recollection.

There was a second thought in my mind that, if you could develop a
prototype, that this might be another picce of leverage that we would
have to get the agencies interested in improving their accounting sys-
tems. As I already said, you know, we searched and we could not find
really much leverage there but, given the fact that we did not get sup-
port from the Congress or from oMB, it occurred to me that this might be
of value in such an etffort.

Well, to make a long story short, this was produced and then the follow-
up on it was a part of the Arthur Andersen cffort. They went to see
Secretary of the Treasury, Bill Simon, to enlist his support and interest
in it. He was interested and he and I talked about this. We agreed that
we would be, in effect, cosigner of this prototype statement. S0, he and |
signed that first prototype and I am not sure whether it was his idea or
whose to set up an advisory committee. It was a fairly large advisory
committee that was established to help us develop this idea of central
financial reporting and ao, becanse it had most of the staff and [ would
say at least as much interest as anybody else, contributed a large part of
that staff work. For example, Ron Points headed up a group that was
concerned with how vou would value assets tor purposes of a consoli-
dated balance sheet,

We had a lot of discussions within this advisory group as to how you
would do this. How do you value the Washington Monument—anybody
could point out examples, you know, where acquisition cost did not
really make any sense. You could also point, to Alaska, which we
acquired for $7,200.000, and things of this type which arc somewhat
ridiculous. In general. I think, we agreed on a current value concept for
purposes of valuing federal assets and that would be measured in a vari-
ety of ways.

Ron Points headed up one of six task groups which 1 agreed that we

would chair to look at different problems that we identified from these
earlier prototypes. Now, Simon left the Treasury; Miller came in with
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less interest in it, I would say. oMB was against it. OMB regarded this as

an effort to cut the budget. Charlie Schultz was a member of this advi-
sory group and he came and spoke against it. I still think that there is
value in that effort.

On the 10th anniversary of that 1976 report, Arthur Andersen did
another one, somewhat controversial still. For example, they put all the
social security on the balance sheet in terms of an obligation which they
arrived at by making certain assumptions. These assumptions were not
agreed upon assumptions; it was their assumption. So, it became highly
controversial. The basic idea, though, is one that I continue to support.

Personally, I would never favor what the Grace Commission called the
crn, the Chief Financial Officer. That was to be a parallel concept to that
which you would have in a corporation, which would embrace the
budget function; it would embrace the accounting and the financial
reporting. I think that they would have taken the principles and stan-
dards out of GAO and given it to a Cro.

Part of their idea was to merge all this into a superagency that would be
a reconstituted OMB and opPM (the Office of Personnel Management). It
would have been a monstrosity from the point of view of being able to
perform all those functions given any realistic assessment of the
demands that would be placed on any person heading up such an office.

[ encouraged the Arthir Andersen people in their report to call for a
Chief Financial Reporting Officer, and they did that. They departed
from the Grace Commission idea in doing that. I would place that func-
tion in the Treasury Department and I believe that is where Chuck Bow-
sher comes out today.

You would not have to disturb the Gao function, but what you would do
1s to recognize, in a statute, congressional interest in having central
financial reporting. I think from that would flow a great deal of the kind
of changes in accounting systems in the agencies that you would need to
make, to supply the information to prepare that report.

You mentioned that there was opposition at the time by oMB to doing
this kind of general financial statement. Was there also opposition from
the Hill at that time?
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I do not think this wa- »ver tested. [ do not think there was enough
mterest or consultatios there to really test it. Now since Arthur Ander-
sen made thebr Tollows 1 report, they have visited with a large number
of people in the Congiess T believe some legislation was introduced. In
fict, Congressman doc DBiodyiardi, for example, from New York, who
formerly was with v o Andersen—at least he told me—was going to
put in a legislative prooosabon this subject. He was going to get my reac-
tion to it, but T have v seen anything. There are only about what—
four cea’s in the Corgoess there was only one when I came here—so
yvou do not have o bhreo i hase of background experience in the Congress.

[ hope that the protors e sl continue. [ would personally drop the
term prototype from o Drhink it gives it an appearance of tentativeness
and of preliminary raee are

You do not have te ini adiy conduct an audit of it in the same way that
vou would do it it you were Arthur Andersen or any of the other big 8
firms. You can dispias o lot of information that is not available in the
budger-——your cash es o vour debt maturities, your contingencices. 1f
you look at that prover spe. there is a lot of information in there that is
not in the balanee shiee o in the operating statement, but it is important
financial informatior " his Is one of the conditions [ made for Gao to
cooperate in this effory That is, we would not call for financial report-
ing, just a consolidiecd balance sheet. It did not seem to me that you
would have ecnough the t was useful there to really warrant the effort
that would have to gt it, We were successtul in that, and you will
notice in the last proto ype a lot of that information was continued into

¢

at least, [ believe, Yere e Frve dilferent prototypes now.

Getting to another topi-, the Fraud Hotline. The press recently covered
that because Gao issucd another of its progress veports. Here we are 8
vears after you were o volved in setting that up within the Gao.

Well, that idea of a Tlotline originated right here. It grew out of a lot of
work that Gao was doing involving, particudarly, the grant programs.
There were allegation = of frand and mismanagement. 1 talked to Senator
Sasser about it and e cient bed hold of the idea and thought it was fine.
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He wanted to have a joint press conference, which we had right here in

GAao. with the television camieras and all of that. He took it as his idea.
which I thought was fine because it gave us iosponsor for the idea in
the Congress and a per=en that was strongly for it and was articulate
and so forth,

Now whal we had in mind was not strictly illegalities; we were inter-
ested in anything which onid be reported through a hotline process by
way of mismanagenmen: abuse, favoritism: in other words, it would not
necessarily be limited pet e illegal expenditures. 1t got a lot of attention
in the press at the tme . nd got carried on the morming shows and all of
this

We encouraged that becise o hotline is no good unless people know
there is such @ hotline whieh they can use.

Subsequently, a number of the agencies developed hotlines; non and
itEw . 1 believe. developed theirs. All that was 1o the good. but what. we
were looking for was co1 where people could air their ideas good. bad,
or indifferent, correct - incorreet, into a system which would at least
take a second look at i Aot of those did develop to be not really worth
following up on, but « @ood many of them did. 1t they did involve
appearances of illegalit o Len they went over to the Justice Department
where the Federal Baoan ol Investigation was given the job.

Now, one thing that w.is important about this is people did not have to
disclose their name Wi en they called in, they were given a number,
and, if they wanted to “ind out what happened fo that allegation. all
they had 1o do was call again and say my number is so and so and ask
what happened. That vas Jdesigned to prevent people from being con-
cerned about having e aame identified with the complaint. T think it
plays o part.

There was another foe o here, that in my mind, there were @ number of
proposals you may recall from time to time, that Gao become the
ombudsman for the government. The ombudsman had had popularity in
Israel and Swoedoen, qoid they had some popalarity at the state and tocal
level ere in the Unite | States, but these tended to be small units of
gavernment. [ did cot oo that as feasible for Gao to become a legal
onthudsman where v o Cwent through an elaborate procedure to adjudi-
cate cases and make s finding and then you had to issue a public report.
I eould see us dotng re thing but ombhrdsman work and, besides. | was
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told the Congressman was going to be the ombudsman. He is there to
represent his district to people who have a complaint and that is, of
course, where most of them do go. Well, [ visited in Sweden and I visited
in Israel to find out. what their system was, but it would not have
worked here.

The hotline, seems to me, is not the greatest thing going, but it still plays
a useful part in the overall Gao mission.

Computerization

Mr. Eschwege

Mr. Staats

One last thing in the financial management area—you also began to rec-
ognize that we were computerizing in the federal government and yvou
set up initially a small group, I believe, in the Policy staff which later on
moved into the division of Don Scantlebury when FGMsD (Financial and
General Management Studies Division) was formed, which is now pretty
much the Accounting and Financial Management Division.

Well, of course, that was pioneer work in both the public and private
sector at the time. We got interested in it and [ remember some of the big
8 firms had developed some techniques of auditing through what they
call auditing through the computer.

Seidman, head of the Seidman and Company in New York, had devel-
oped a system. The one that attracted our attention was the one devel-
oped by Deloitte, Haskins and Sells, called the audittape. The head of
that firm came and put on a demonstration in the auditorium. We had all
of our sentor staff there to hear it. We recognized that this was going to
become more and more a part of the auditing environment. You had to
have people who understood the computer.

We eventually, as you recall, made a contract with the University of
Pennsylvania, the Wharton School, to have our senior staff go through a
training program up there. Not to make them computer experts but to
let them have some exposure to what you needed to do with a computer
so that, when you developed an audit plan, you would have some idea of
what the realities were in the computer.
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Of course, the fraud issue came into the picture, I know Don Scantlebury
was having trouble getting agencies much interested in this and he ran a
little test of putting in the Walt Disney characters as payees in the Hous-
ing and Urban Development payroll system. The checks all came
through in very fancy amounts and so forth. Well, sure enough, they
found a Donald Duck out in Denver. He made the point and a gooed point
that safeguards were needed.

Organizational
Changes

Mr. Eschwege This gets us back into a little bit more discussion of major organizational
changes. One of them was setting up rGMsh which was done in 1971.

1972 Regrganization Shortly thereafter in 1972, that was followed up with what everyone
has characterized as a major reorganization when you established the
seven additional divisions and other units in the Office.

Now, just as a matter of my own interest, at the time there was appar-
ently quite a study made by Bob Keller and others before that hap-
pened. It surprised a lol of us when it came out because, unlike other
later studies, this was pretty much closely held up on the 7th floor—as
we called it. We heard rumors, but nothing ever came out officially until
January 1972 when you announced the reorganization and made it
effective as of April 1472

Mr. Staats Well, I will have to confess here that, in part, the pattern was one that [
had developed when I was at the Bureau of the Budget-a similar reor-
ganization which met a similar surprise there. The one thing that both
GAO and OMB have in common is that they have a responsibility and an
opportunity to look at issues which are horizontal in character, cross-
cutting issues that involve several agencies or are even govern-
mentwide. Who is going to do that if omMB and GAo do not do it? You do
not have any committee in the Congress that does it; theoretically, the
Government Operations Committees can do that, but they become very
selective, very ad hoc.
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Bob Keller and 1. and Tom Morris and others talked about this a good

deal, as to its apphoanility to that concept here. Given the interest in
trving to refocus our work along those lines to give more priority to
{hose cross-cutting is=<ues. Lthis seemed to be the logical way to go.

Now the pattern here s not exactly the one I had established in the
Budget Bureau bacs n 1952, We had a long experience with this there
and it seemed to work well. We were trying to group common programs
and common issies onie of them were program divisions, you recall,
and some of them wi re issne divisions. So that we had, for example, a
Procurcment and Sy tenis Acqaisition Division (PSAD) and the Logistics
and Comnmunications Division. So we had both the program cuts as well
as the issue-tvpe ot -

Could you maybe ¢liborate just a little it on the pros and cons of going
to the cross-cutting organization? [ think it served us very well in the
1970’s but, prior io that time, we had an alignment that was more ser-
vice oriented...

Well, I anm not suggesting that the transition problems did not exist. The
one we were most concerned with was the fact that we would have dif-
ferent divisions contacting the same departments and agencies. The old
system was simple- -vou had an audit site and you had a Civil Division,
Detense Division, susd so on—and that did not present any problem. We
recognized there would be difficulty here and we just had to decide
whether or not we could live with that. 1 think there were some prob-
lems there where the agencies complained about more than one person
contacting then Finally, woe named o primary contact so that, if the
agencey had a questinn they knew who to contact here in Gao and that
helped.

One of the desighs vou tried to tocus the defense work was to get Tom
Morris in there for a pertod of time. Did that work tairly well and, if so,
whoen Tom left why was there no successor named? The divisions
reported directy o vou Could vou just kind of share your thoughts
with us?

Well, [looked at Tom Morris’ role as helping me put this into place. |
never thought ot Tom as a line manager at. all and 1 do not. think he ever
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thought that. 1 hope no one else thought that because that was not really

the intent. The hope was. he plaved a part, you know, in the 1972 reor-
ganization act and he conli follow through and help Bob Keller and me
1o be sure that it fell inve plhace properly.

[t is fadr 1o say, though o the organization chart that was drawn up
intiallyv—Iater onit wis o hanged-—Samuelson on the one side and Tom
Morris, I believe, on the oiher side were looked upon by the divisions as
sort of the people they went through in reporting to you. That happened
for abour & year and a hurtor s

To consudt with them

Yes,

It was regarded as ransitional in both cases. at least I thought it might
b,

Well, it turned out that vay because in 1975 —or was it 1974 already —
poth Samuelson and Tom were taken out of that and Samuelson did
some special studies for vou nntil he retired. Itis also interesting to me
how you, first of all. atained for gao additional positions ol Assistant
Comptroller General and then how vou used these positions in sort of
different ways with rospect to individuals that filled them.

Well, number one. | el that Gao should have some positions aliocated at
these levels just as ows and the agencies had. This was at the Assistant
Secretary level. So. the Congress was quite agreeable to the idea and we
got authority for tive «f them, They asked me how T was going to use
them sind I said very flexibly and that is exactly what [ had in mind, We
would use them for people who might be on a temporary basis or woe
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might want to reorganize and use this to give me a lot of flexibility that,
otherwise, I would not have.

[ have already mentioned the increase in the number of supergrades so
this seemed to go along with that. Basically, what I was looking for was
some way that you could assign people largely on a special assignment
basis or personal recognition basis. We used it, as you referred to, for
three cases where individuals were about to retire, but we did not want
to lose their background, their expertise, and their advice and so this
made a convenient arrangement for us. I did not use it so much for line
positions. Sam Hughes would have been a case in exception to that.
There was no reason why they could not be used temporarily or maybe
on a long-term basis.

That was when Sam [Hughes’ position was set up to head up the Energy,
Food, and Program Analysis...

...Program Analysis.
...which happened pretty soon after the energy crisis.

[ believe we had him in that allocated role of those positions when we
ran the Qffice of Federal Elections too, if I am not mistaken.

I see.

I am not positive about that, but I think so.

Energy and Program
Analysis

Mr. Eschwege

We can check that out. So, there was a further reorganization on a
smaller scale from the one that we had in 1972 because energy became
such an important issue.
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Well, I might say a word about this. The energy and materials and so
forth, were high priority matters at the time because we were in an

.emergency, in effect. In order to be able to give it the proper focus and

emphasis by A0, we pulled it out. Energy, for example, before 1973 was
a very minor concern of GAo, but, after 1973, it had to become a major
concern. Running right across the whole board was the new legislation.
It was designed really—not that that would have held permanently but
at least for the time being—to provide an opportunity to focus that
work in one place in Gao.

General Counsel Unit

Mr. Eschwege

Mr. Staats

Then you made some change in the Office of the General Counsel, which
is still with us today, in that you got the lawyers more involved with the
auditors and that was called the Special Studies and Analysis Section,
which was formed in 1973. I think, as auditors, we got to know them
much better and to utilize their services in a much more significant way.

Well, part of what gave rise to this was the fact that, very late in the
whole process in the review of the audit reports, the General Counsel’s
office would raise questions which could have been raised back even
when the audit was planned. [t did not really make much sense to have
that kind of input withheld until the final stages ot a report review.

The idea basically was that, when an audit was being planned, the Gen-
eral Counsel’s office would be consulted. If there appeared to be legal
issues in the picture, then there would be somebody assigned to work
with the audit team and conduct that audit and be available at least for
consultation all through the whole andit.

Office of Internal Review

Mr. Eschwege

One other unit you established in 1972, | believe as part of the reorgani-
zation, was the Office of Internal Review. Our own, as we referred to it,
internal audit staff and it reported to Ellsworth Morse of the Policy
staff. While it is named a little different, we still have an office like that
today.
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Well, [ think that we telt that what was good tfor the goose is good for

the gander. We were preaching that all the agencies ought to have strong
internal audit—where was GAo's? We were not above all of that; it was
not just to meet that oncern. We had enough concerns of our own to
justity the setting v of o group that would be looking at our whole pro-
cess, You are corvect That Mose (Morse) was availlable, but [ made the
special point that it reported directly to me and/or Bob Keller, That was
the position we were whing with the agencies—that the internal auditor
ought to have at least access, maybe not o day-to-day administrative
relationship, but o ioase aceess, to keep the ageney head informed of
what was to be reviowed and the progress being made and any problems
as they encounterce thera and then to provide the final report.

Admunistratively . a-  recall, it did report to Ellsworth Morse, but. in
terms of the information channel, it had to come up to the Comptroller
General and the Depoty

A little later on then, in April of 1980, vou established the Institute for
Program Evaluation, but there were a lot of things that happened before
which ted up to this and T am sure that you still remember some of the
meetings we had

Well, we began to ger some input rom people—on a very triendly
basis—that some of these program evaluations we were making were
not up to standards that would be applicable it vou were doing them
vlsewhere. T remember we had a luncheon speaker once, 1 believe he was
from George Washinjton University, who raised some concern. But be
that as it may. the gnestion was whether or not these standards werce as
high as we thought 1hey were. So, what we decided to do was to peel off
about 12 differen v pes of evaluations that we had made, campleted,
and released and go1 4 group of people to take a look at them. These
included the head of the Rand Corporation, for example, and various
others; Bill Gorhane of “he Hirban Institute was in that group and Elea-
ior Chelimsky was 1 en head of the evaluation work for the Mitre
Corporation.
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In any event, we asked them to read these reports and give us their hon-
est, frank criticism of them. Some of them gave it to us in writing; others
did not put it in writing, but they came to a meeting that we had. We
spent, 1 guess, a whole day going through these and dissecting them. [
realized then that we maybe were vulnerable and so we wanted to set up
a group that would marry the technology of program evaluations--the
sampling and the interviewing, the techniques of the review along with
enough substantive reviews to demonstrate the technology and what
could be done; it was to be a demonstration.

Now why did we call it an institute? Well, an institute sounded a little
different from the traditional audit division and the concept was that
we would continue this critique group that we had set up along with a
visiting committee like you would if you were at a university or the
Brookings Institution or the Urban Institute. I do not think we ever got
that visiting committee off the ground, but the idea was to bring these
activities together under someone who had a reputation for high quality
work. That 1s how that came about.

I remember one thing that happened as a result of that. We enlarged
significantly the section in our reports on scope, objective, and method-
ology which we had not done before.

Well, this may have started before then, but in any event this gave impe-
tus to it—no, you are quite correct—because one of the criticisms that
came from this group was that we did not specify what we did and did
not do by way of the review. This is a very valid point; we had not been
doing that very much.

We had a scope section. but it was so small.

[t was very small and it really did not deal with the kinds of things that
they felt we should. What happened then was that we insisted that each
audit report contain a section which explains the coverage-—the number
of cases we covered—in effect the limitations, so that the validity of our
conclusions would not be subject to question of whether we covered all
of the sections we should —the number of states we covered, for exam-
ple, on a grant program. These were the kind of issues we tried to incor-
porate in the scope section.
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Mr. Staats

Mr. Grosshans

Mr. Staats

One change you made late in your term and that was as a result of the
Moot study in 1980 which was implemented really in 1981. Both Don
and I, of course, are very much interested in hearing a little more from
you as to what prompted you to make that change again on the defense
side. Maybe you could share some of your views with us.

Well, I am not sure I can recall all of the considerations that went into
that. Bob Moot happened to be a person that I had high regard for. He
had been Comptroller of DOD, he had been a member of the Cost
Accounting Standards Board, he had been head of the Small Business
Administration. He was a person that I always found to be very open
and candid, but he was also very critical. So, I just wanted him to take a
look.

One of the changes that you did make as a result of that Moot study was
to bring Tom Morris back in again and to put him on top of the defense
divisions—the new Procurement, Logistics, and Readiness Division,
PSAD, and the Federal Personnel and Compensation Division defense por-
tion—and to some extent the International Division (ID), although they
were still pretty much on their own. That had somewhat the same type
of structure again as we had in the 1972 realignment. Was there a par-
ticular reason?

Well, of course, again, Tom’s role was not a line role but, as much as I
have said favorably about the cross-cutting organizational arrangement,
we still had some problems of the functional divisions coordinating with
each other. We did not cure all those problems by that former organiza-
tion. So part of what we wanted Tom Morris to do was to see if he could
develop any ways that we could improve that communication. I think he
had some luncheons with the three divisions involved. I wanted to be
sure that we had not substituted one problem for another set of
problems.
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With one exception, I believe, and that is on the international side. We
put the field offices under in’s direction. In other words, 1D became the
Field Operations Division (Fon) for all the international work, including
the military, just as Fob had responsibility for the domestic offices.

The question I think that maybe you are referring to is the need for staff
in the domestic audit sites for pop. That, I think, is a better question. We
might have gone about this somewhat differently than we did, but I left
it pretty much in place largely because so much of the DOD issues that we
were dealing with were right across the river. The commands did not
have the same kind of discretion that you would have if you were the
head of the regional office in HEW or the other domestic agencies. The
delegation was quite different.

A lot of the work on the military was done through the Washington
Regional Office; you probably recall that. I did not see it as a major
problem just to force them into consistency just for the sake of it. [
thought there were enough differences to warrant continuing basically
the pattern except to make 1D really the roD in the international area.

[ suspect, in part, these permanent audit sites arose because GAO was
expanding and the building could not really hold everyone.

Well, I would argue strongly for permanent audit sites, even if, by hav-
ing people on the ground, you may be wasting some manpower 4s
against going at it on the task force basis where you would go into Min-
neapolis or Dallas. By having people located there, you get to know the
agency in a way that you could never get to know that agency
otherwise.

Our recruiting relationship depended heavily upon having people who
knew the local universities. Dallas would recruit out of smu (Southern
Methodist University) and the University of Texas and so on.

I would argue strongly for the permanent audit site. That was one of the
reasons we wanted to have an office in Southeast Asia and one in Pan-
ama. Obviously, we already had one in Frankfurt when I came here. GAO
had had permanent audit sites elsewhere before | came here—in Tokyo
and Madrid, etc., doing largely financial and account settlement work—
but, nevertheless, | thought the concept was the correct one.
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The one in Southeast Asia is the one that was in Saigon first and then
moved to Bangkok,

That is correct.
Our people were involved there during the Vietham War.

We got into so many issues involving the Vietnam period that [ do not
see how we could have done it without some staff on the ground. We
had to send in extra people as well on individual audits. Given the sensi-
tive nature of the information, and sometimes you are actually out in
the military theatre of operations, you would have never been able to
bridge that level of confidence that you would need with the operating
agency without having somebody there in place that they got to know. It

just would not have worked.

Washington/Field
Relations

Mr. Eschwege

That really gets us into the whole question of headquarters/field rela-
tionship. It seemed that the divisions felt very strongly that the control
for all the work should be in Washington and the field role should be one
of being supportive, doing the audit work, but the division would direct
it fully and completely.

Lead Regions, Project
Management, and Teams

Mr. Staats

So we got into all types of arrangements including, if you remember, the
“lead region’ concept to give them some responsibility and then, I think,
this came directly from you, getting us into the project management
work and finally into teams. So this is kind of an arca that we would like
to explore.

This was a part of the overall issue of timeliness of our reporting and
also I felt we had regional managers who were really first rate people
and there was no reason why they should take a backseat to anyone. I
sensed the feeling among some of them, during the regional managers
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Werner and I remember travelling around with Tom Morris even when
we went to meet with the agency people. We went as a group and, prob-
ably for the first time, we were hearing things that were going on that
the other divisions were doing and they were hearing about things that
we were doing. So it did bring about some closer coordination.

Well, this is kind of a problem that any organization is always going to

have, I think. If everybody is busy, they assume that everybody knows
what is going on in spite of all you do. There are going to be failures of

communication.

I think the point that Don made is a valid one; not only with the agencies
did we present that unified face, but also with our briefings up on the
Hill. We had a way of getting together periodically with the Armed Ser-
vices Committees and briefing them on the total work, and all of us were
there. In other words. cach of the divisions was represented.

Span of Control

Mr. Staats

There were several other considerations here too.

[ was never much of a believer in the theory that the agency head had to
have a limited span of control. In other words, he ought to maybe limit
the number of people reporting to him to six or any other magical
number. In Gao, particularly, where you need to be aware of what is
going on, you may be called to testify, you may get a telephone call, and
ultimately you are responsible for the quality of what comes out. [ was
not interested in setting up, you might say, line managers above the divi-
sion level. I felt that the division directors need to have that access. That
was a system we had, again, back in the Budget Bureau where the divi-
sion directors appeared before the director and the deputy and made
their case what they were arguing for on the budget allowance.

Now, if we had had another level in there, it would not have worked; I
do not think it would have worked in GAo. Now that meant that you had
that consideration against the question of, do you rely on somebody else
to do that coordinating? 1 thought we ought to rely on the staff offices
primarily for that purpose, rather than putting an operations manager
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Managing
Assignments

Audit Sites

or maybe two or three operations managers into the picture. I could
have been wrong about this somebody else may have a different view
about it but that was my conclusion.

There was one, mayvbe one additional, point we might want to talk a
little bit about. In that realignment, Tom Morris was overseeing the
three or four divisions, but, under him, he also had Bill Martin and Dick
Gutmann who were primarily responsible for the planning and fieid
relations-type of questions. Was there a particular purpose that you saw
in establishing those two positions?

No, I do not really recall too much about the specifics of why we went in
that direction. We certainly did not want Tom to be in a line relation-
ship. That was the main point.

You could have fooled us.

Well, I think I can understand why you say that because I frankly had
given him quite a lot of leeway to be surc that our reorganization was
coming into place as we wanted it to.

Well, Tom also worked so hard and so much that he got involved in just
about everything that he did in a very conscientious fashion.

Also, can we discuss the way we organized to manage our assignments?

When you came here, [ am sure you saw that the Civil Division had
what we called permanent audit sites. You had a staff at Agriculture, a
staff at Interior, and so forth; the Defense Division less so; and I also
may have had a few sites but not many. You pretty much left that in
place, as  understood, throughout your tenure.
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meetings, that they were chafing a little bit; they would like a little more
leeway to go ahead and develop an audit. So I said, okay, we will give
you the full responsibility and you take it on and you do all the clear-
ances, you do the planning, and so forth as long as it is in one of the
issue areas that we had approved. Then some of them began to back off.
They liked the idea, but they were not really able to overcome the feel-
ing that they had developed over the years that they were really out-
posts for the divisions. They developed the facts and issues and so forth,
but the responsibility was with the Washington division. I would say
that we had only modest success.

All three of these efforts that you mentioned were designed basically to
try to shorten up the audit period and to take advantage of the caliber
of the people we had in the field. I still think that the effort was a good
effort, although I would have to say that it was only partially
successful.

Could you elaborate on the “‘team effort” as to why it may not have
been as successful as we had hoped for? What caused it be less than
fully successful?

We are talking here basically about how you get the people of different
parts of GAO invelved on an audit where one division has a prime
responsibility. To some degree, that took care of itself when they real-
ized we had expertise in other divisions, but, by and large, the other
divisions too had their own priorities. They were busy and they had
their people assigned. It was not easy to pull somebody loose abruptly
and say you are going to be part of an audit team. I guess | was disposed
to try almost anything we could to meet the growing criticism that the
audit cycle was too tong. There was also the need to take advantage of
the expertise available within GAO that would bear on a given problem.

As you know, when we had our issue area meetings, we had all of the
divisions present. To some degree, this kind of expertise was identified
and spotted right there. It began at that point. But I would say it was
worth the effort if we got 20 percent out of it; then maybe it was
worthwhile,

The task force made those recommendations to you to have the team
concept in GAO. In reading through some of the literature, it was pointed
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out that perhaps it was not meant on the part of the task force that
teams be applied uniformly and immediately to every job, but I think
that is the way it came out and...

I think initially you are right that it did, and we realized that it was too
broad; it became selective and the project system was similarly to be
selective. But these were in a sense gimmicks or devices that we felt
could play a part in speeding up the cycle and produce a quality audit
quicker.

Staff Titles

Mr. Eschwege

Mr. Staats

The other area, which is not one I am sure we want to spend a lot of time
on is, we were always, [ would almost say, fussing with the titles of
people. We called them audit managers and audit supervisors and assis-
tant directors and now group directors and evaluators. It apparently, at
the time, took a lot of vour time and division directors’ time to decide
whalt to call these people and I do not know if you have any reaction to
that.

Well, titles are matters that people get used to using and they have cer-
tain symbolic and prestige value, I am sure. I thought the group director
idea was a little more descriptive of the fact that you were grouping
categories of review under a single manager. I suppose if you were to
play around in the private sector with the title of engagement partner,
you would run into the same issue. People get used to using a title, but
you can change and people can adjust to that change. I was not sure
about the term “evaluator’” and [ thought that we would have quite a lot
of static about imposing that on an audit organization. [ guess [ leaned to
the title of “‘auditor,” but the task force and the prevailing view was
that the word “evaluator”™ was more descriptive and would be accepted,
and they were right. But I would have been happy with either one.
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Getting a little bit into our personnel policies. As we developed into a
nmultidisciplinary staff, we also had to change our recruitment of profes-
sional staff and [ think it was also at that time that we decided to bring
in some upper-level hires. A lot of our people had been hired right out of
the universities as accountants and now we needed to build up this
other expertise.

[ guess at least one thing [ recall is that the question came up as between
generalists and specialists. [ think Don Scantlebury, again, was involved
in a little study that was made because our new brothers and sisters in
the office decided that perhaps the system was favoring the old
accounting type as opposed to the specialists.

Well, we were partly a victim of the classification system and the term
“evaluator’ had sorne value in getting the Civil Service Commission off
of their fairly rigid ground rules as to what should be the proper grade
level, particularly for our senior people. You are correct that the special-
ists tended to feel that they were Kind of limited as to their ceiling
because, unless you were a group director or some other category, you
could not go above grade 1H, for example, that you would be blocked
from going to a supergrade level. So, we had to find some answer to that
and [ think we finally succeeded in terms of some of the specialists get-
ting up to grade 17 and grade 18.

Yes, they did and not only that, the Scantlebury report, if I remember it,
came out saying that we were not neglecting our specialists in terms of
getting them promoted

I think what Don was dealing with was a perception more than a reality,
that the specialists in financial management or in the computer field and
so forth could not go up to the top because they would always be consid-
ercd to be so highly speciatized that they would not be able to warrant
the grade.
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BBut, did you sense that there were some difficulties with respect to
upper-level hires in getting them sort of integrated into Gad...

I do not recall...

...and getting accepted?

Of course, 1 did not do much upper-level hiring. We did some in the spe-
cialist field, but I think beyond that Tom Morris and Sam Hughes and
Harry Havens werc the only senior people | brought into GAO.

What we really considered upper-level hires in those days was anybody
who did not come right out of college. In other words, we might hire
some people at the 12 and 13 level and I thought that maybe that was a
little difficult for those people to feel accepted and for our people to
accept them.

Well, I think this is not unique in any way to Gao and this is true in any
organization. People who are working hard and would like to be pro-
moted. If you bring somebody in at a grade 11, you bring in a grade 12,
well there goes my grade 12. So real or not, it is a problem, but I guess it
is one where you have got to make the case and be hopetul that they
would understand that this is no derogation of their work, but one that
vou had to have for the benefit of the organization. I think this is true in
any organization.

Staff Ratings

Mr. Eschwege

The other thing that we consistently tried to improve upon were the
staff ratings. You recall, I think, Bars (Behaviorally Anchored Rating
System) was put in before you left, but, before that, there were other
rating systems and there was concern, as there always is, I understand,
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the part of minorities and women with respect to the kind of rating sys-
tems we had.

This was particularly true in the Claims Division and in the Transporta-
tion Division where the number of openings to upper-levels were
extremely limited. People who do not get promoted tend to seize on any-
thing that they think would indicate that somebody got promoted and
they did not. You have got to live with that, but you have got to at same
time be sure that there is no discrimination involved.

Career Ladder Change

Mr. Grosshans

Mr. Staats

One change you made during those same years was the change in the
career ladder. We used to go to GS-14 and we changed that to a GS-12
carcer ladder with competitive promotions thereafter. Can you tell us
about the change, why we did that, and what the impact might have
been?

I think what was really happening was that the people perceived the
career ladder to be almost automatic in its operation. If you did not get
promoted from a 12 to 4 13 or from a 13 to a 14, the burden of proof
was really on management. I felt, and I think most of the division direc-
tors felt, that we ought to cut that level off somewhat earlier so that the
promotion beyond grade 12 would be based on a performance rating sys-
tem and where the time in office would not be a major consideration. It
had become a little like the within-grade promotion. If you performed
satisfactorily, then you got up to grade 14. There was a lot of disap-
pointment when we changed that. People felt that they had the road
clear to go up to a grade 14. There was another consideration—the rise
in the average grade level. You recall in the 1970’s, the early 1970’s par-
ticularly, we were recruiting a large number of people and recruiting at
the lower levels; this kept our grade levels down. But then as we leveled
off on our recruiting, the grade level started moving up and the career
ladder contributed to that. So we were beginning to get questions from
the Appropriations Committee, particularly, what are you doing to hold
this progression of your cost down? I guess [ would be the last to argue
that that by itself ought to be the governing consideration, but I do think
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we made the right decision in changing it; it was the wrong decision to
let the career ladder go up that far.

Staff Rotation

Mr. Eschwege

Mr. Staats

Mr. Eschwege

Mr. Staats

We are still talking about personnel policies and one of the issues, 1
know, that has come up from time to time is the staff rotation policy.
This had already started before you came here. One of the divisions, the
Civil Division, had a very structured, almost rigid, staff rotation policy
at all grade levels—of course at the GS-5, GS-7, and GS-9, it was fairly
frequent and then it became less frequent but even the GS-13's and the
(GS-14's had to be rotated every 3 or 4 years. The Defense Division, on
the other hand, did not do that and there was hardly any rotation
between the defense groups within Washington. I know that you had
discussions and we modified that policy over time—the issue being
always “It is good for our people to be exposed to different supervision
and different subject matter.”” On the other hand, it was also important
that we developed some expertise within the subject matter and I just
thought I would get vour comments.

Well, the concept of rotation, [ think, is very sound because it works
both in the interest of GA0 and also the individual. The individual may
be in a situation where he/she may not have the same opportunity to
develop or maybe even the chemistry is not quite right with the supervi-
sor. If you give him/her a chance to be exposed to more than one situa-
tion, I think it is in the individual’s interest as well as broadening that
person. I believe the rotation you referred to at the time [ came here was
mostly in the Civil Division.

Yes.

That was one of the problems, I think. We were trying to find, with Leo
Herbert’s help and with the help of the various divisions, some way to
make this a Gao-wide policy. I think part of the problem we had was the
geographic dispersal and the dispersal among audit sites. These people
were at the audit sites, so this was not an easy thing to do. I do not think
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it is the easiest thing to do in any organization unless you happen to be
all concentrated in a small, relatively small, location.

You are quite right that the problem, in part, was at what level do you
mandate the rotation or how rigid do you make that mandate? How
much flexibility is there in it in terms of time and the other is how do
you balance the rotation against the development of expertise in certain
fields? Now this came through more clearly after we went to the 1972
divisional setup because we were interested in people who could special-
ize in the welfare ficld or in the resources field or any one of the other
fields.

We decided that rotation ought to take place primarily below the grade
13 level, it might have been 14, but I think it was a grade 13 level. Then
beyvond that, we would say for the good of the agency rather than try to
put any kind of a time frame on the rotation. For the good of the agency
also meant sometimes, according to the wishes of the individual, but it
would be selective and done on a case-by-case basis.

I think the development of expertise simply by living in a field or a par-
ticular program, over a period of time, paid off for us greatly. I think, by
and large, I was satisfied that we had come to the right conclusion on
staff rotation.

Equal Employment

Mr. Eschwege

Mr. Staats

In the area of equal employment opportunity, I know that you were in
the forefront and pushing the staff quite hard, I would say for good rea-
sons, to change that profile and to bring in women, minorities, and also
to launch an upward mobility program to try and change that profile to
make it more consistent with the profile of the entire population.

That is right. [ believe that the minorities that we had, women also, were
largely in the Claims Division and the Transportation Audit Division.
Very few perhaps, other than secretarial help, were in the technical or
professional field and this was a difficult thing to achieve. Where were
we going to get those people if they were not trained except to bring
them in from the outside? We were able to do that to a limited degree,
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but I felt long term what we had to do was to develop an upward mobil-
ity program. Sure, we could and did hire more people out of colleges and
universities, who were minorities and women, but those people are not
very visible for several years.

Upward Mobility

We developed an upward mobility program where you could take both
the new hires as well as the people who were so motivated and wanted
to do this. We worked out a program where they could go to school.
Some of them went to local universities. We had to rely to some degree
on the trust of the individual that they really wanted to do this rather
than just going through the motions for the sake of the cosmetics of it.
Then they had to be motivated themselves to want to move up into the
professional ranks. It took a long time, but the only way that I could see
ta solve that problem was to just start somewhere.

Now the Equal Opportunities Advisory Group that we had got a little
discouraged from time to time. [ think they felt we were not moving fast
enough and you could expect that. So we had to meet with them and
counsel with them and be sure that they knew we had a program. The
tendency of a group of this type in part is to say, well, just do it. Put
people in those jobs whether they are trained or not. They get impatient,
but you had to just work with them. I think the advisory group really
helped us, partly because they could communicate back to the minorities
we had in the organization. The meetings with Bob Keller and myself
and others were very useful.

Advisory Groups

Mr. Eschwege

Mr. Staats

Mr. Eschwege

There were also advisory groups based on grade levels. You had the
Youth Advisory...

Yes, we had, I think, three such groups. One of them was the Youth
Advisory Group. I think that was the first one. Then we had a middie
management group and then eventually—I do not believe we organized
it quite as formally—we had an upper level group.

That was not organized formally but...
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But. the Women'’s Advisory Group was also another one that was very
helpful. That one came a little later. I think, if I recall the figures, by the
time 1 left about 20 percent of our new hires in the professional ranks
were women. That went on for several years so we were pushing up to
roughly 20 to 26 percent women. That should not be too surprising
because women in business schools are really taking a big part; they rep-
resent a big part of the student body. I think roughly 50 percent now of
the graduates of the business schools are women. That helped us as we
were making the effort to hire more women and minorities.

Mr. Staats, when you came here there was no organized system for
awards for employees and [ believe in 1967 you had the tirst annual
honor awards ceremany.

Well, it was not an honor awards program. There were the longevity
awards—Ilength of service awards I believe it was called. Based on my
recollection, there was not any formal ceremony involved. You are quite
right; we did not have an honor awards program.

[ believe there was an awards ceremony in 1966 for career service
awards, but then in 1967 you established the annual awards ceremony.

[ think we started that the first year I was here. We had an awards com-
mittee that solicited the award nominations and then passed on them
and worked up the plans for the ceremony. That is still going on, 1
believe.

Yes, it is. It is actually in the categories that you established—the distin-
guished service awards, Comptroller General’s award, and so forth.

Well, let’s see. There were several categories-—meritorious service
award and then there was the distinguished service award, the Comp-
troller General’s award, and a public service award. I guess the one I was
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most pleased about perhaps, in some ways, was the public service award
because that allowed us to bring in people to talk to the organization. 1t
also really symbolized, I thought, Ga0’s interest in career development
and public service in a broader perspective.

Classification Audit

Mr. Eschwege

Mr. Staats

About 1976-77, the Civil Service Commission came out with a draft
report reviewing our classification process in Ga0 which was quite per-
turbing to some of us who looked at it, because it recommended the pos-
sibility of actually downgrading some of our people. Do you recall that?

Well, this was a ditficult period because this came, planned or other-
wise, along about the time of a critical GAo audit of ¢sc. So it was inevi-
table that there would be a linkage between that audit and the ¢sc audit
of a0 which included a review of the job levels here. This resulted in
quite a strained relationship for a while, but it did bring to a head an
issue which was identified by several people here in GAO very shortly
after I came here. The issue was whether it was compatible for GAO to be
in an audit relationship with a regulatory body that could regulate Gao
in terms of the qualifications of people we brought into Gao, the grade
levels, and personnel practices generally.

Separate Personnel
Systems

Mr. Eschwege

I was reluctant to make the change partly because I did not want to see
the situation arisc where it would be difficult for people to be brought
into GAO from agencies or vice versa-—people moving out. There were
risks that you would run if you did that because we would have differ-
ent standards and so on, Well, this issue kind of brought the whole thing
to a head. So I concluded that we ought to try to get the Congress to
recognize the conflict or potential conflict. It also fitted in with another
thought we had which was to try to push for more delegation. When this
issue first arose, | went to John Macy and said, “Look, we need more
freedom. This is a part of your concept to delegate to the agencies more
responsibility; we need that here.”

That was when John Macy was head of ¢sc.

Page 102



Interview With Elmer B, Staats

Mr. Staats

That was when he was the chairman of ¢sc. Well, there were some steps
taken in that direction, but it really did not deal with a major concern, I
think in retrospect I probably should have gone to the Congress earlier
to remedy this. It seemed to be that it served both purposes. One is to
remove the conflict issue and the other was to meet the delegation issue.

We had more difficulty getting this through the Congress than I would
have anticipated. I thought they would see the conflict issue right off.
What they wanted to do was to be sure that what was set up here was a
statute which would be in conformity with the newly enacted civil ser-
vice reform legislation. So they tried to prescribe for us exactly what
was being prescribed elsewhere. There were some modifications, but
bhasically the statute under which GAO operates today is the statute
which governs the Executive Branch generally in the civilian area.

Appeals Board

Mr. Eschwege

Mr. Staats

Mr. Eschwege

Mr. Staats

We did have a provision for a GAO Appeals Board in there, I guess.

Yes, well, that was a part of what I am talking about. We were not very
happy, at least I was not very happy, about the Appeals Board. I cannot
really speak for how il has developed since I left, but I believe our legis-
lation went through in 1979.

In 1980(), they called it the 80 act.

So the Appeals Board did not have a chance to operate very long before
I left, but I know there was some friction; maybe it worked out better
since. I hope it has.
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Class Action Suits

Mr. Eschwege Also, in this area, we had a couple of class action suits, which were quite
common [ would say in that era back in 1973, which were uncomfortable
I am sure for all of us and some of which really were not resolved until
fairly recently, if vou recall.

Mr. Staats Well, this is, of course. a part of the equal opportunity issue that you
referred to earlier. [ think we were all distressed by the fact that the
s1its were brought because you know the question of discrimination as
it enters into job classification from the point of view of the individual.
e is going to be looking for any motivation that he can devcelop in his
own mind as to why it is thought he should not be promoted from one
grade to another. To reduce that to a legal action where the lawyers and
the Judges make that judgment instead of being made within the agency,
I always thought was very risky. | suppose it is inevitable, particularly
during the period in which these class actions suits occurred where
therc was a lot of tension on equal opportunity across the government,
that this would happen. 1 wish it had not happened here, but it did hap-
pen and I think the only thing to do at that point is to let the process
work itself through.

Government
Accounting Standards

Mr. Eschwege Before we go to the next topic, there is one thing [ meant to ask you and
[ know you are now involved in it, but you were also somewhat
involved, I believe, before you left here and that is the Governmental
Accounting Standards Board—how that came into being and your role

in that.
Mr. Staats You are not talking about the Cost Accounting Standards Board now?
Mr. Eschwegce No, now, we are talking about the Governmental...
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All right. Well, in the 1970°s, the grant programs skyrocketed and GAO's

audit role increased along with it. There was also another development
which arose maybe for the same reason. Senator Williams wanted to get
legislation through which would have given the Comptroller General a
role In serving on a commission, chairing a commission, which would
prescribe these standards for state and local government. Obviously, the
state and local government people were not very happy about it, but,
somewhat to my surprise, the chairman of the Securities and Exchange
Commission endorsed it. We said that we did not think that was the way
to go. If the Congress had gone ahead anyway, well, obviously, we
wotild have done the best we could with it But state and local govern-
ment people were very unhappy about it.

One thing I did was to call up Donna Shalala, who was an Assistant Sec-
retary of Housing and 'rban Development, and said how about giving a
grant to the state and local people to determine the feasibility of estab-
lishing standards tor {inancial reporting and accounting with particular
reference to the grant program it not restricted to that. She gave them,
I believe, something like $2.5 million for what became called a State
Accounting Project. This was administered through the National Council
of Governmental Accounting, the NcGa it was called, which was a recom-
position of the old Municipal Finance Oftice Association to bring in the
state comptrollers. They redesignated this to recognize that this was a
local and state accounting standards group. NCGA was a [arge group. It
met only infrequently . it had no budget, except for the cost involved in
coming to meetings, so it was making slow progress and it was very dif-
ficult for them to reach any agreements.

Nevertheless, this state accounting project motivated them to recognize
that there had to be improved standards. Now, the Financial Accounting
Standards Board, set up in the private sector, took the position that they
would develop these standards for state and local government, Behind
that was the thesis that there should not really be any difference
between the accounting and financial reporting for governmental bodies
and the private sector. Obviously, we did not agree with that. So,
because of the Williams bill and because of our interest in the grant pro-
grams and the fact that these people needed some leadership and guid-
ance and help, we got thrown into the middle of this issue. [ attended a
large number of meetings with the Financial Accounting Standards
Board where we were tryving to persuade them that this is not the way to
go. We told them that there are differences and, besides, if they insisted
on going ahead. the states are going to oppose vou and it will be kind of

Page 105



Staff Development

Mr. Eschwege

Interview With Elmer B. Staats

a futile effort. It was a long time before they gave up on that. This issue

had not been resolved at the time I left Gao.

Bob Mautz, who was a member of our Cost Accounting Standards Board
and a member of our consultant panel, had gone to the University of
Michigan. He called me one day and said that they had asked him if he
would head up a group to Lry to formulate a specific proposal. e asked,
should he do it? Well. I said, "God bless you, if vou can do it, you are
better than I am.” Anyway, he took the thing on and developed it, and
called it "GASBOCT (Government Accounting Standards Board Organizing
Committee); that was the acronym for it It was finally set up in 1984
and Charlie Steele, Chairman of the Board of Trustees at the time of the
Financial Accounting Foundation, called me and asked if' | would serve
on it. The idea was that there would be three part-time people and two
tull-time people. I said. “No, I am pretty busy and [ have really broken
my ax on this issue anvway and everybody recognizes that.”” I told him 1
thought he could find somebody else to do it. Anyway, they came back
and said we agreed von have to be on the board, so I agreed to do it.

I have been on the board now close to 3 years, It is a h-year term; it
turns out to be 5-1/2 vears, which will end at the end of 1989, Now,
what we have done is 1o pick up all these issuances that were developed
by NCGA, and we promulgated that as our first issue so that those have
become our standards until we modify them as we go along. They did
not cover all the subjects and, for some of them, they left a lot of unfin-
ished business. The chairman of the Board is the former state auditor of
Missouri; we have Marty Ives, who is the former Deputy Comptroller of
New York State, also New York City. We have a man from local govern-
ment who has been very active in the Ncaa; we have the former head of
Coopers and Lybrand. a retiree, and mysell—that. is the group.

OKay, now back into the staff area. [ want to talk to you a little bit
about staff development and training. It is an area that I know that you
were focusing on as well in your 15-year term and it sometimes was in
need of more money than we had, but 1 know we tried to devote a lot of
our resources to it, both in terms of in-house training and sending people
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off to seminars and schools and conferences, etc. Also, we were encour-
aging people, as we said earlier, to participate in professional organiza-
tions and even publishing articles and speeches. I just thought you might
want to comment on that a little bit.

Training

Mr. Staats

Well, first GAO is a professional body, a professional organization. Like
any professional organization, you have got to have staff development,
which is basically supervisory training, rotation, and so forth. Also,
organized training and you have got to do that at all levels. I was
impressed by what some of the public accounting firms were doing and I
had Leo Herbert do a study as to the outlays by the Big Eight accounting
firms for formal training as compared to what we were doing. We were
then allocating, I think if [ recall correctly, about 4 percent of our
budget—3-1/2 to 4 percent of our budget was going for training. Some
of the Big Eight accounting firms were spending 1() percent of their
gross receipts for training. I have learned since then they have empha-
sized training a lot more than Gao ever had.

[ do not think we could ever reach the 10-percent figure; I am not even
sure if it is necessary, but we decided then to devote a lot more of our
resources into training. Leo Herbert initially had the responsibility for
developing this. We had the classroom training here for the new hires
and, for several years, I went in and helped kick it off and gave a lec-
ture. I am sure vou did and many others appeared there for this new
hires training program. We had other organized courses for mid-level
people. We sent people off to schools, particularly to learn ppas and some
of the other techniques for program analysis and so on.

[ think that, without a good training program, any professional body is
bound to lose a lot of its vitality. They needed to talk about new tools,
techniques, the computer, statistical sampling, interviewing techniques,
quality control, and report writing.

Report Writing

One thing that developed very soon was that [ was terribly disappointed
in the way some of our reports were written—they were awful—so we
set up a program in report writing. We asked Leo Herbert to find a per-
son to give the course. It was not just a question of using good English; it
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was a question of how you organize your facts, how you present them,

how you summarize them in a highlighted way so that you are thinking
about the lay reader. which is the congressman. How are you going to
convince that person that you have got a case? That was really the
thrust of what we were trving to do in that report writing program.

Well, we also were concerned that our people keep up with a particular
subject matter that they were involved in by being out there and going
to conferences.

Yes, we had conferences where we would bring in experts. When the
energy problem emerged in 1973, we had several conferences of that
type to bring in outside people. I think the use of consultants had a
training value as well. On some of these more difficult reports, we would
bring them in as we were outlining the scope of the project, progress
along the way, and then review the draft report. Some of these were
very distinguished people. 1 remember on the report we were doing on
nonproliferation, we had four Nobel prize winners that worked with us
in the development of that report. That had a training value because it
exposed the staft (o a perspective that is very difficult to get otherwise.
Another was the lectures we had in 1971 and 1972, improving perfor-
mance of government-—that was not exactly the title of it but this fol-
lowed on the heels of the 50th anniversary that we celebrated.

Yes, those lectures are published in the book.

Then, bringing in people for our luncheon discussions—I thought that
had a training value. It was not just for a social gathering; we were not
buying these lunches for these people because we wanted to make them
like us. Sitting down after lunch and going around the table asking ques-
tions—1 thought this had a training value,

In this general area of stafT development, we also experimented with a
couple of approaches 1o try and get, [ call it, “more participative type of

Page 108



Interview With Elmer B. Staats

management.” We had the Sterling (Livingston) Institute, then you had
for instance Rensis Likert, then of course Larry Hillman who was instru-
mental in that; Larry is still working in that arca. These were efforts to
try, as | saw it, because | was involved in it too, opening up the organiza-
tion and really finding out what people wanted out of their hard work in
GAO.

Mr. Staats Well, I have always been a supporter of the idea of participatory man-
agement if that is the right word to use; | think it is all right. BDut, the
other way to describe it is to get the staff at all levels involved. We
talked about these various advisory groups; that was another part of
that—to make the staft look and say, “What are we doing that is right
and what are we doing that could be improved upon?” Now Livingston,

ITillman, and Likert cannot do that, but they can go through the process

with the staftf to help accomplish that. T had known Likert going back to

World War I days and he had done a great job with private industry in

getting them to develop participatory management programs. General

Motors and many other companies really developed this concept as a

result of Rensis Likert. So, having known him when he was in the Agri-

culture Department, | asked him to come in to help us out. Previous to
that, we had had Livingston. 1 had not known Livingston previously; on

balance I thought the Hillman, Livingston, and Likert efforts helped a

great deal.

Now, it did not surprise me that, as a result ot these efforts, we surfaced
a lot of unhappiness within Gao. I am sure some of that unhappiness
was with me, inevitably so. But it was kind of a self-examination pro-
cess. I think oul of that we came to a lot of better conclusions on report
writing, speeding up our reports, project management, and work plan-
ning—all these things. Some of those discussions were really pretty free
and open which I welcomed. There were no holds barred in those

meetings.
Mr. Eschwege Livingston was part of the Sterling Institute?
Mr. Staats Yes.
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Getting pretty much now into your management style, and I think we
have really talked a lot about it throughout this discussion. At your
level, we want to talk about the decisionmaking process which I think
kind of evolved during your term. I know that you involved quite a few
peaple—division directors, assistant comptrollers—in some of these
decisions that were made. You even had a division directors’ problem-
solving session for a while which went on and on, if you recall, and
finalty I guess you put a halt to it.

That was because the division directors could not agree among
themselves,

They were not unhappy that you halted it.

Well, it was worth an effort again to try to be sure. [ always felt that, if
you make a decision even though people do not agree with it, if they had
been a part of that process, they knew what considerations went into
that——the pros and the cons. They would be likely to aceept it and
implement it in accordance with what you were trying to accomplish.
You can let that process go on too long. At some point, you have to make
a decision. The buck has to stop some place. To the extent that you can,
you draw people out and get their thinking. This is not a production line
operation; GAO is a creative organization. You are looking for new ideas
and you are looking for different ways to accomplish the job that Gao
basically has to do which is to make an evaluation, audit, or review and
to make recommendations on the ways government ought to change. Gao
is basically a problem-solving organization. That is the reason, by the
way, that Gao is accused sometimes of saying only the bad things, look-
ing only at faults, and not at things that had been done well. That is
because GAO is a problem-solving organization and you deal with prob-
lems. I think one of the ways that you can get the organization to think
as a whole, going back to our early discussion where there were a lot of
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different approaches within Gao, is to involve the professional staff,
particularly at the senior level.

Internal Communication

Mr. Eschwege

Mr. Staats

Watchdog

Mr. Eschwege

You also, I think more than your predecessor, used the staff function to
help you in this effort to communicate. People like John Ieller and
Clerio Pin and others came on board and they carried some of that bur-
den for you, such as in the problemsolving sessions and in generally
communicating to the staff and to the directors your wishes and con-
cerns. Is that accurate?

Well, there were a number of ways that this was done. We talked about
the ockr [Office of Congressional Relations] meetings on Friday, that was
one way we exchanged ideas. The meetings we had on the issue area
papers, bringing those up to date, were another way to do it. We had a
lot of sessions where we were talking about changes in internal
processes. I never felt that yvou got the job done simply by mandating
something, or writing it down, and saying this is an order. I think there
has to be “give and take” in the development of these. T am not sure that
[ am that much of a genius that T know more than anybody else in the
organization. That puats it a little out of perspective. The idea is to coa-
lesce: get a consensus if you can; otherwise vou have got Lo go ahead
and make a decision.

In terms of written communications, like you said you were not going to
mandate, we did not see that many memorandums coming down from
you saying do this and do that; you did have the usual Comptroller Gen-
cral orders. T do not think there were that many of those and of the
memorandums, but then there were the “less official” types of things,
like the Gao Watchdog. 1 think early on in your career you established
The GAO Review, which still comes out quarterly, publishing some arti-
cles but also giving some information about GAO's activities both in the
General Counsel area as well as in the auditing arca.
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GAO Review

Mr. Staats Well, The GAO Review was partly a training vehicle; you remember we
gave an award for the best article in The GAO Review. T guess that is
still given.

Mr. Eschwege Yes, There used to be awards for articles written by staff over 35 and

under 35 years ol age

Management News

Mr. Staats That had a training aspect to it as well as communication. We had peo-
ple located in so many locations and they were all busy, but they would
read something called The GAO Review we thought. I believe Mose

that. Now the Management News was a different matter. Again, it was
instituted partly because of the dispersal of staff. llow do you communi-
cate with the staff? Do vou rely on the grapevine? Gao had a very well
developed grapevine and somebody told me that you do not need a Man-
agement News; evervbody knows what is going on betore it happens. |
think the Management News turned out to be much more effective than
[ ever ant i(tipate(._i_ it would, because it not only conveys news, but it also
conveys thinking and ideas. I believe Bowsher has also used it very well.

Mr. Eschwege Yes. It continues, it comes out weekly. and it is very useful.
Mr. Staats I continue to read it.
Mr. Eschwege [t goes to the Gao Alumni as well,
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Mr. Eschwege
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Major Events 1966-70

Mr. Eischwege

Finally, in this area, it would be interesting how you viewed the Deputy
Comptroller General. Before that, it was the Assistant Comptroller Gen-
eral under Frank Weitzel and then the name was changed to Deputy
when Bob Keller was vour deputy. How did you utilize him?

My thinking on this was colored a little by my experience in the Budget,
where [ served under a number of budget directors. The concept that
was developed there was the alter ego concept. You are dealing with so
many different matters. so many people telephoning from the White
[Touse, and every place clse that it was essential that, while you might
have primary areas of concern, that each, the Deputy and the Budget
Director, be fully aware of what was going on. There would be full com-
munication so there would be no opportunity of 4 knowledge gap, if one
of them happened to be out of town or testifying, if something came up.
So when I came here. T wanted to develop the same concept—the alter
ego concept. Frank Weitzel and 1 agreed that we would try to develop
that same kind of relationship. It worked well there and it worked very
well with Bob Keller. We were located right next to each other and it
Was very easy to sit down and bring each other up to date. As far as the
audit reports were concerned, those all went through Weitzel and later
through Bob Keller. The concept, 1 think, really has to work that way.
Internally within the organization, there should be no question about
it—if they need to see one, they can see both of them together or they
can see them separately, without any concern about the kind of direc-
tion they are getting.

In getting ready for this meeting, one of the things we tried to do 1s to
kind of look at the events that occurred during your term, events of
national importance that sort of impacted on what Ga0 was doing. We
just put down some examples, During the first b years, for instance, we
still had the Vietnam War. the Great Society programs that you had to
deal with, and there was civil disorder, if you recall. One specific thing
which I think was quite important was Gao's legal decision concerning
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Philadelphia Plan

Mr. Staats

the Philadetphia Plan back in 1969. 1 just thought you might want to add
to or modify this list and give us a little of your thoughts of what kind
ot contributions GAG made in these areas.

The Energy Crisis was another that you could add to that list.

1 added that to the next period.

The number of developments of that dimension obviously had an impact
on GA0’s work program. It impacted on our testimony load before the
Congress. 1 think it increased the interest on the part of the media as to
what Ga0 was doing. I think all of these had a bearing on that, but we
got a lot of publicity about the Philadelphia Plan that you referred to.
That was somewhat unfortunate in a way. We had the issue as to
whether or not the Philadelphia Plan violated the 1964 act on equal
opportunity and equal employment. The previous administration relied
heavily upon the interpretation of the act which was given by Senator
Hubert Humphrey who was a prime author of that statue. That was to
the effect that these hiring goals were goals and not quotas. In fact,
there was a lot of legislative history which made it explicit. They were
not talking about mandatory quotas. If they had been, the bill would not
have gone through. [ think that was perfectly obvious.

When the new administration came in, George Shultz was the Secretary
of Labor. He was given instructions by the White House to issue an
order which would be applicable to any government contractor with
respect to the application of the 1964 legislation. They did not word it
explicitly in terms of mandatory hiring quotas. What they did say was
that these would be goals. If you did not make the goals, then your con-
tract could be canceled or you would not be eligible for new business. We
struggled on that every way we knew how, but we could not come out
with any conclusion other than the fact that it was really a quota.

I think Shultz was in a difficult position—that was my interpretation.

He came over to see me and sat down in the office and said, “*Can’t we
work out something so that you will not rule against us.” 1 said well we
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will try, but it you will just reword that slightly and take out that provi-
sion which would cancet the contracts, which is really the teeth that
they had init, then T do not think we would have any problem. Well he
thought about it and said. "I do not think we can do it.” Then this
became an issue up in the Congress after we issued our opinion and the
Executive Branch said that they were not going to comply with it

I went up to the Senate Appropriations Committee which was meeting
on our budget and told them what the 1ssue was. They decided to have a
hearing on it and asked me to come up. They put a provision in the law
that was passed out of the committee saying that the Executive Branch
would have to comply with our ruling. Then the issue went over to the
[Touse side. The House was less clear about where they wanted to go.
The Senate, vou know, had been deeply involved because Hubert
Humphrey had been the prime sponsor of the legislation. It came just at
Christmas time. So | went up and talked to the Speaker and told him
what the story was and he said he thought they might well go along
with the Senate but, whoen they came back after Christmas, this had
started up such a hornet’s nest that they decided to just drop the issue.
Well, the eventual result, though, was that when this went to court, the
court sustained the Philadelphia Plan. I still think we did a conscientious

Jjob and I think we were right. It would not be the first time the courts

were wrong either.

Now this put us at odds with the Attorney General which I guess hap-
pened on occeasion before,

Well, it was unfortunate because it tended to put Gao on the side of
being in opposition to equal employment which was not the case at all.

On one of the first items that Henry touched on, the Vietnam War and
our involvement, mayvbe you could just kind of share with us some of
the concerns you might have had. Were we concerned about the safety
of our folks that were there? We established a suboffice in Saigon and
then subsequently moved that to Bangkok. Maybe you could kind of
share with us what went through vour mind at that time.
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I inguired as to whether ¢ao had done anvthing during World War 11,
during the time the hostilities were in progress. The answer was no.
Should we just step aside and wait for some conclusion and then maybe
go in and do some auditing post facto? That did not scem very satisfac-
tory to me. [ do not think it was very satisfactory as far as the Congress
was concernced.

Many arcas we coulld not get involved in. You could not get engaged In
battlefield strategy obviously, but there were procurement operations,
there were transport operations, there were refugee problems, there
were a4 whole host of problems that were involved. It also meant that we
could not deal with these without having some people in the theater.
The particular thing that [ recall was thal when the Defense Department
became aware that we were going to be involved, Secretary of Defense
MeNamara called me and wanted to have a meeting. So I met with him
and he said, “Can’t we join forees?” We were dealing then with the pro-
curement and supply aoperations. There had been a lot problems with the
supply operation. I said we cannot really make this a joint review, but
we will certainly work with you in terms of the scope of what we do, we
will utilize your material, we would have no objection to your using our
malerial as we develop it. When the reports come out, however, they
will have to be separate. independent reports where we reach our own
conclusions, That is w hat we worked out. I think it worked reasonably
well.

I remember one of those. T was still out in San Francisco and most of the
contractor activity was handled out of San Bruno, just south of San
Francisco, We had Rayvmond Morrison and Knutson. Brown, Root, and
Jones, who were the main contractors in Vietnam, and then we also had
Dillingham, Zackery, and Kaiser in Thailand and Cambodia. 1 know some
of the issues that we came up with were quite interesting. For example,
the way they procured items. like plywood, upset the whole plywood
cconomy on the West Coast because of the way they would be buying it,
all in quality grade. Those are just a few examples that we were able to
point out.

There was also the question of how much did they buy offshore, out of
Japan, Taiwan, and the Philippines? The Can Ranh Bay project was a
terrifically expensive project. Even in those davs, it cost $3-1/2 to $4
billion; today. 1t would be quadruple that. That was a huge project
involved in a lot of supply problems.
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The second h-year period of your term was also a very exciting period.
This is where we really got into the cnergy area. We also got somehow
Into the Watergate issue, the capture of a U8, ship called the Mayaguez,
and of course the phasedown of Vietnam; some of the major weapons
systems had problems as well. T know you wanted to talk a little bit
about energy and mayhe Watergate and some of these other things.

Well, the energy area is one we were involved in very deeply. 1 suppose
we would have done it even if the Congress had not been interested in it,
but simply because it was a major, major problem. In particular, we got
into the question of the storage of the petroleum and the breeder reactor
program on which we did some very detailed studies. Our staff went to
France to look at their breeder reactor. The Congress had a high level of
interest in the breeder reactor. 1 think GAO never changed its position
that we felt that the breeder reactor was really essential over the long
term. The French went right ahead with their breeder reactor. What we
ended up concluding was that if we do not do this, we were going to end
up buying the technology (rom the French who really learned it from us
in the beginning. They took the basic rescarch that we had already done.
The breeder reactor eventually was killed because of the expense of it. I
sSuppose, too, the declining oil prices might have had something to do
with that. Energy conscervation was another one of our efforts, but 1
guess that the energy crisis really had a lot to do with our setting up
that separate division and building up a separate staff.

ChH-A Aircraff

Mr. Grosshans

One quick follow-up—the carly weapons work that we were doing was
of course very helpful 1o the Congress, to show them cost, schedule, and
performance on some of those weapons. | guess the best known case was
the CH-A and Ernie Fitzgerald's (Air Foree) involvement. Maybe you
would just like to comment how you saw our role versus Ernie Fitzger-
ald’s involvement in that.
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Well, it was very difterent. The C5-A program was what they called
Total Package Procurement. Assistant Secretary Charles in the Alr
Force developed this idea, Unfortunately, it was adopted at the top. The
Ch-A had very detailed specifications. One of the requirements, for
example, was that it should be able to land on an unfinished airfield
with chuckholes 24 inches deep. The idea was you could land in Vietnam
or in some area where they did not have a modern airfield. That is only
tllustrative of the specifications that were written into that Total Pack-
age Procurement.

GAO went to Atlanta to do a review of how this Total Package Procure-
ment was working. It was midway through thal review that they had a
hearing in the Congress and Fitzgerald was in the audience, They got
into the question of cost and he rose up and gave these figures on the
overrun. Of course, that captured headlines. Actnally, Gao staff knew a
lot more about that program and a lot more about the issues; they had
these cost figures too. Later on, we went up and briefed the committees
as to our findings on it; so 1. was not a case of GAO bemng aslecp at all.
GAQ was already on top ol il and knew a lot more about it actually as it
turned out than Fizderald did, He had seen the figures on the cost over-
run and perhaps the Delense Department was remiss in not coming for-
ward and doing that themselves instead of letting somebody in the back
row do it.

Anything more on Watergate?

Well, that related ol course to our responstbilities under the Presidential
Campaign Financing Act. We had the responsibility for monitoring the
disclosure requirements in that and a lot of other responsibilities such as
auditing state committees and so on, The Watergate issue that you refer
to relates to an allegation that appeared in the Washington Post one
morning, that there had been a contribution made after the effective
date of the act which had not been disclosed. We did not know whether
that was true or not. We felt that we had to look at it to see whether or
not there was any truth to it It turned out there was a $10,000 contribu-
tion made by an individual in Minnesota who claimed that he had made
this contribution before the effective date of the act but had putitin a
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safety deposit box (in i hotel) in Miami. He delivered the check when he
came to Washington which happened to be after the effective date of the
act. That was the explanation, On an audit basis, going to Miami, we
could not find that hotel and the hotel he was staying at said it had no
record of it at all. To make a long story short, it turned out that the
$10,000 contribution was made in the form of a check to the Finance
Committee to Reelect the President. That check was countersigned and
then given to a man named Barker who was the man that had broken
into the Democratic gquarters and that was the linkage, vou see, that was
developed between the Finance Committee to Reelect the President and
the break-in ar the Watergate,

As we did on all these. we were in the process of putting together a
report to be released to the public. It caused a high level of interest on
the part of the press and the TV, When we were about ready to issue
this report, we had a telephone call from the chairman of the committee
saying they had some new evidence on this matter and we want you to
come to Miami and take a look at il If you publish this report as is, it
will be an inaccurate report. They had seen the draft, so they pointed
out that all they could say is that Gao refused to look at the information
that they had. I was meeting with the staff in my office and I learned
that the TV cameras were all outside, you see; they thought that we
were going to release that report then and there. I had to make a deci-
sion whether or not we would go ahead and release the report then and
there or send the staff to Miami to look at what was supposed to be new
cvidence. Our statt went out and told the TV crew ““No, we have decided
we cannot release the report. today.”™ A lot of them thought that we had
caved in, you see, but when the staff went down to Miami, they really
did not find anything that was new, so we went ahead and released the
report. but that took 2 or 3 days 1o work that. out.

Did we get involved in any of the reviews of “laundering” the money?

Fam trying to think whether we did or not. 1 do not believe we did.
There may have been, but T do not recall any specific instances.
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Getting back to, one more time, the Mayaguez incident. I think that took
on prominence because the issue entered the presidential election and
we also had some access problems.

Well. that was a very complicated issuc, whether Gao had any right to be
involved in that matter. I think we did, and we got some brickbats from
the Executive Branch on it. The issue on the Mayaguez was largely a
guestion of whether or not the services were well coordinated in the res-
cue effort. The thing that we were trying to focus on was that they were
not. [t resulted in some loss of life that otherwise might not have been
necessary.

Another similay type ol thing had to do with providing “high-tech”
cquipment to the Shah in Iran, This was a very sensitive matter too
hecause the Air Foree was proposing to give the Shah all the technology
we had on surveillance for that theater of operations. We raised the
question of whether or not the security procedures were adequate to
prevent that equipment from falling into the hands of the Russians. The
Russians had people in Iran and really what we were asking was
whether the Shah's sccurity arrangements were adequate. We got the
usual response, “Why is Gao raising this question?” We had some indica-
tion that the Central Intelligence Agency people had the same concerns
that we did. So, I asked that the draft report be given to Stan Turner
[Director, cia] for comment. and he gave us written comments which
were quite different from what the Air Force had been saying. So, we
put that into our report. Afterwards, it turned out that the Pentagon
really jumped all over Turner for having given us that. Turner was very
upset that this issue between 1A and Gao on the one side and the Penta-
gon on the other side was being aired in a public manner. It developed
that we kept on a very good persanal basis, an agency basis, with Tur-
ner, but it was pretty strained for a while. All this, of course, was before
the Shah was overthrown. It would have really been a great tragedy to
have had that transaction go through. The result was, some might say,
that they canceled the program.
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Elmer, [ seem to recall some controversy developing on the Mayaguez
involving the timing of the release of that report. It seemed to me there
were claims that Gao released it at a time where it might unduly influ-
ence the clection. As I recall, we did some examination of our policies on
how long we would restrict a report done for the Congress from being
made public and. as a result, we made some major changes. Could you
talk to us a little bit about that?

Yes, I do recall that now that you mention it. The decision we made was,
I think, the right one. It we had held it up, we could have been accused
of being influenced by the election. I think the only thing Gao can do
under those circumstances is to go ahead and issue the report as soon as
they feel secure in the facts and the conclusions they reach and let the
chips fall where they will,

I think what Don is probably referring to is that we had released it to a
requester. Is that right. Don?

That is right, yes.

But the requester chose to hold it for gquite some time.

But we had released it as [ recall.

To the requester. But you know this was in those days when we did not
have the policy of releasing it within 30 days to the general public. I do
not know; it may have been classified, too.

It may have heen. My understanding is that, after that incident, we did
develop the position that we would only hold a report after we had
issued it to Lthe requester for 30 days.

The 1ssue that you are referring to had to do with the report we did on
refugees in Vietnam. The requester had put out a press release after we
gave him the report which was, we felt, misinterpreting the conclusions
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in our report. [le chose not to release our report but to release his own
press release. So, we released our report. But, I think in the case of the
Mayaguez, if my memory serves me, we were being accused by the
administration of playing politics with the Democrats.

Mr. Eschwege well, I think we were. I think it turned out that it was not under our
control; the report had been given to the requester long before the issues
in the Gao report surfaced in the presidential candidates’ TV debate.

Mr. Staats Yes, you are quite right—sceveral months before.

Mr. Eschwege The requester found somebody up there in the Congress to release it in
time for that broadcast.

Maj or Events 1976-8 1 Thg final ‘5l—year' pm"’ind iI‘l V,Vh.id.l\?](m v‘vcre Cf)n?ptr'oll'er‘ Gengml \\ds ‘also

an interesting one. You have already talked a little bit about the Three
Mile Island incident, but there were other issues. For instance, energy
continued to be an issue too during that period. One other one was the
New York fiscal erisis. I am particularly interested in that because 1
know Chuck Bowsher was also involved in that very heavily and maybe
vou got to meet him during that period; I do not know.

New York Fiscal Crisis

Mr. Staats Well, he was involved. Arthur Andersen was called in to try to
straighten out the accounting system up in New York. The fiscal crisis
recalled to the Congress, Senator Proxmire particularly, the role we had
played on the Lockheed Loan Guaranty Program. This was another loan
gnaranty, although of a very different kind. The Treasury was given the
responsibility to administer the loan guaranty and Proxmire talked to
me about writing Gao into this legislation as he had on Lockheed. | said,
“Look, you do not really need to do that; we are willing to work with
you if you write us a letter; that is really all that is necessary.”

That is the way that it was worked out. We would monitor what the
Treasury was doing as well as furnishing information on the progress
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New York was making in meeting the loan guaranty requirements. We
assigned the function, basically, to our New York Regional Office and
they had tull-time staff which did nothing except monitor that loan
guaranty. That is the way that one was worked out. We never had a
formal charter from the Congress to do that, but, informally, we agreed
that we would perform very much the same role we played on the Lock-
heed Loan Guaranty,

Deregulation

Mr. Eschwege

Mr. Staats

Another area of focus during that period was the whole mood for dereg-
nlation—deregulation both in the economic sense but also in some of the
safety areas like transportation, environment, and so on. I know that
you were involved in it. You were even meeting with the cEp (Committee
for Economic Development) in those days. They werce also working on
how to get the government out of imposing too many regulations on
industry, etc.

Well, there are a lot of different aspects of this problem; one is the role
of the courts, particularly, the Circuit Court of Appeals here in the Dis-
trict which handles about 80 percent of the regulatory issues. There was
concern about the expertise that they could bring to it. Were they func-
tioning in a policy role or as law judges? I remember we had several
meetings with the appeals court judges in our conference room where
we talked about the possibility of getting technical advisors or how we
could get the agencies to do a better job of measuring the cost and bene-
tits of regulations. Thit was one part of it.

Airline Deregulation

Another part of it was the test case on airline deregulation. We thought
that there was a pretty good laboratory here. Two airlines—one was the
Pacific Airlines in California which operated only within the state and
the other one was Texas Airlines which operated entirely within Texas.
They were not under cab federal regulations at all. The question is, how
did they work? We tried to extrapolate that against deregulation of all
of the airlines. Now this created quite a stir because it came out on the
side of deregulation.
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[ know that some of the airlines were quite upset about it. Kastern Air-
lines, particularly, came to sce me and they were very vociferous that
this would really bring down the airlines. They had a hearing up on the
Hill, in which, they did a mock-up of what an airplane would look like
under the GAo concept. They attempted to show that you could not even
get in the seat because you would be compressing the seat so tight
together to got the increased load that vou would not be able Lo get
inside the seat. Well. I would not say Gao had o major role on that airline
deregulation because can itself probably played an equal or more impor-
tant role, but the report was a factor on airline deregulation.

Mr. Eschwege I think even Eastern came around later on to agree to this deregulation.
Mr. Staats Yes, I think so. I think the jury is still out really on some final judgment

as to whether the deregulation movement on airlines was a good idea or
not. The danger which is in the picture was that there would be so much
competition that it would be difficult for airlines to remain solvent. You
would then end up with mavbe two or three, possibly four, trunklines
and that would be it That would mean then that you would be forced
back into the issue. do vou regulate? They have such a dominant posi-
tion in the areas in which they serve that, in terms of fares and sched-
ules, we may he sceing some of that evidence right now. So, [ think the
Jury may still be out. although at the time it seemed to me that we were
moving in the right direction.

Panama Canal

Mr. Eschwege The Panama Canal became a national issue, sort of, when there was a
treaty negotiated to eventually get us out of that area and I think ¢ao
was somewhat involved in that too.

Mr. Staats Well, we had done a financial audit on the Panama Canal Company for
many years, long before I came here, The Panama Canal Treaty was a
different guestion. We played a part in that; | think a somewhat periph-
eral part in it; we had an office down there established some time previ-
ously. It was on the organizational side of the Panama Canal that I think
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Sensitive Reviews

Davis-Bacon Act

Mr. Staats

we played a particularly important part. We did a study on the Panama
Canal organization.

Did we get involved in the valuation of the assets?

Yes, that is right. We had; the Congress asked us to make an evaluation
of the assets. We did that.

I think we had done that earlier on the Post Office too, when that was
transferred.

We have talked about some of the sensitive jobs GAO has had to do over
the years and there were a couple that I remembered that I just high-
lighted, but I am sure vou remember others, There were two that come
to mind, the Davis-Bacon Act work and the Metric Study. I thought you
might want to talk about each one of those.

GA0 had made some studies on Davis-Bacon prior to my coming here, but
the main issue on Davis-Bacon was whether or not they (Department of
Labor) were measuring prevailing rates accurately. Under the law, if
yvou received federal money either by a grant or by a contract, then you
are supposed to pay wage rates prevailing in the community. The ques-
tion GAO addressed itself to was whether or not they were making an
accurate reflection of prevailing rates. Each of these studies, I think
there were a dozen of them altogether over the years, came to the same
conclusion. They were reaching out tor 100 to 200 miles to get what
they call a comparable job {wage) rate. [s that prevailing, community,
local rates, or not? That was one kind of issue; the other was they
tended to take the union rates. In fact, in some cases, we found they did
not even make the survey, they just took the union rate.

Well, of course, anyvbody who had lived with this issue knew what was

going on. The Labor Department was just taking the union scale, essen-
tially, and that might or might not be the same as the prevailing rates in

Page 125



Interview With Elmer B. Staats

Mr. Eschwege

Mr. Staats

the community. The Labor Department opposed us on every one of
these. We finally got some hearings on it and the Labor Department
really tried to shoot us down on it it was very controversial.

I guess the net of it was that we put out a report saying the Davis-Bacon
Act should be repealed. T did that deliberately because it scemed to me
that might capturce the attention in the Congress in a way that some of
our earlier reports had not; it did. It also captured the attention of the
Labor Department and the labor unions. The net of all this has been
that, since our report came out, there have been substantial modifica-
tions by the Labor Department of the regulations on how they collect
the data and what data is collected. | cannot tell you exactly today how
much of the issues thar we developed have been met, but there have
been substantial revisions. T am told that the large part of what we were
after has been accomplished.

You may recall that President Nixon suspended the act for a few weeks,
but it did not last very long; he reinstated it.

I think it tells GAo another story and that is, if you think you are right,
vOu cannot go away from an issue. You ought to keep going back to it as
yvou can develop new evidence and just keep knocking on that door.
Maybe someday, it will open up and I think that is one of the lessons you
might learn from this.

Metric Study

Mr. Eschwege

Mr. Staats

The metric issue was « little bit different. We always said that that
report was 1 kilogram in weight and 10 centimeters wide. It was a big
report.

Well, that was really a kind of a minor tempest in the teapot in that
what we were trying to do was to take a look at the way the law was
being interpreted. The law was being interpreted in much stronger terms
than we thought the legislative history and the wording of the statute
intended.
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Namely that the law was being interpreted by some groups as saying the
Congress was mandating that you convert to the metric system. We did
not think that was what it said.

We did make a survey as to what had actually happened in the automo-
tive industry and the aircraft industry and we even went up to Canada
to take a look at what they were doing by way of conversion of the
metric system and what the cost would be. We went into it in pretty
much of a thorough audit way, but the question that came up was,
“What is GA0 doing in this issue? Why is this a GAo question?” These
questions were being raised by people who were supporters of conver-
sion. I think what they were trying to do was to take a statute which
was less than definitive and make it definitive, saying that the Congress
wanted to convert to the metric system.

Studies About GAO

Mr. Eschwege Other people have written about Gao——-books and articles characterizing
what GAO has done and what Gao should be doing. You know some of the
authors, I think personally, like Fritz Mosher and Joe Pois, and there
were others. Common Cause wrote a little something and then aiso a
fellow by the name of Wallace Earl Walker did a thesis on GAO. Then, of
course, we did our own Administrative History when you left GAo. |
wonder if you could just kind of comment a little bit on these different
efforts to portray what GAo was about and what it should be doing.
Mosher’s is probably one of the more recent books on the subject.

Fritz Mosher

Mr. Staats And a very good one, [ thought. We asked Mosher to do basically a his-

torical account of Gao. Maybe it is a little more than that in the sense of
being an analytical report. He had never had any direct exposure to GAO;
he was a researcher, a scholar. 1 had known of his work; he had done
some work with us on our Educator Consultant Panel. But, basically, he
did not really know us well, He came to Gao with an open mind—objec-
tive——and he did, | thought, a very careful job. He went through the
whole process of interviewing and researching the history. I thought he
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He got so much interest in this that he subsequently put out another
hook called a Tale of Two Agencies, comparing the development of the
Bureau of the Budget (later the Office of Management and Budget) and
GAO, drawing the contrast in terms of statfing, expertise, and many,
many aspects of that, which I thought was another interesting cut of the
problem.

Joe Pois Joe Pois did a good job of developing the history, the carly history of
4320, 1 think the difficulty he had was that he became so interested in the
current internal administrative problems of GAO and issues, that, in his
book, the chapters as they were coming out tended to be obsolete in the
sense that the issues he was dealing with, we had already dealt with. In
other words, it was really such a changing scene that we had great diffi-
culty with parts ol his book. e called his book Watchdog on the Poto-
mac. A lot of the early history, which he had. was used by Mosher in
parts of the book he did.

[ welcome these etforts to try to write up the story on Gao and [ thought
it would help us in our college and university relationships and recruit-
ing of new statt. because Gao 18 not a well known agency. Tt 18 not a
household name like one of the cabinet departments. Not that we would
strive to be well known just for the sake of being well known, but, if
people do not know what you are doing, they do not know how to relate
to you. You do not know whether you want to work for that agency or
not. I think the better Gao is understood, the better its relationships are
going to be with the agencies and the outside community.

Consultant Panels ()m ((msullant panel pldvvd a part in Ihat I kept finding people who
knew about GAO through their contacts with one of our consultants. The
Educator Consultant Panel played a part in it. There were many things
that we did, setting up the Information Office, as a part of that, but
these books that vou refer to are not all self-initiated. The book that
Walker did was entirely on his own, there was a fellow named Brown
(Richard E. Brown. The gao: Untapped Source of Congressional Power),
I believe, who did @ study on the Tennessee Valley Authority in relation
to GAO. T think these were all ereditable efforts.
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Mr. Staats, would you comment on the Common Cause study? It was
called “Adding Bite to the Bark™ ( December 1980) and that was written

just towards the end of vour term.

Was that in connection with the
NOW,

wait 4 minute, [ am trying to recall

[t was a small publication; it was a soft cover book. I believe they made
some recommendations. One of the conclusions was that the GAO’s
resources werce not really adequately utilized. They thought that part of
the reason for that was lack of strong oversight on the part of the Con-
gress, lack of that type of leadership, and also the lack of leadership and
implementation by oM.

I do recall; I did not recall that in detail until you mentioned it, but | do
recall now the report that they did. It was a fairly critical report of GAO
and I am not sure what all was behind it. [ think some of it was coming
from staft on the Hill to whom they tatked. I am not quite sure as to
what they would have had us do. There was some unhappiness about
some work we had done in connection with the Antioch Law School
when it was still over at the George Washington University. This had to
do with a financial audit because the federal government was making
grants to the university and the university was unhappy. 5o we did an
audit of that. As I recall, they were not too happy about what we came
out with there. Other than that, T do not recall the details on it: 1 do
recall now that they put out a report.

I think from what I remember, and I have not seen the report lately, it
was not just critical of us but perhaps suggesting that we obtain more
“clout,” so to speak, through legislation to be able to almost enforce our
recommendations, something we had talked about carlier. We recom-
mend, but we cannot enforce our recommendations. We did not necessar-
ily agree with that.
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[ think we always had a concern here in Gao whether or not the Con-
gress was paying cnough attention to our reports and that is inevitable.
It changed from time 1o time depending on what interest they had and
the given subject. There was a requirement, you know, that the agencies
had to file their comments with the Government Operations and Appro-
priations Committees within, what, 30 days (60 days), I believe, from
the time we issued a report. Then when they filed those reports, some-
times nothing would happen, you see. [ think there may have been some
of that involved in the Common Cause report, but I do not recall too
distinctly exactly what was behind their effort.

GAO Administrative
History

Mr. Grosshans

Mr. Staats

On the GA0 Administrative History that Roger Sperry did of your admin-
istration, could you just give us maybe your views as to what you
thought of the effort and whether you were generally satisfied with
what had been documented.

[ guess the answer is | thought they did a very good job. I did not want
this to be in any sense a legacy. It did occur to me, a8 my term was
coming to a close, not knowing who my successor would be or when,
that if T had had a picture of what had transpired in the previous 15
years, or [ guess more accurately under my predecessor, things might
have been easier. T would not have tried to plow the same ground all
over again maybe.

I asked Roger to take the lead with a small group to put together a kind
of a record of what had happened, so that it would be available to my
successor and that was to be the primary use for it If it had any use
beyond that for training or for distribution to others, that would be
really incidental. The main focus was when a new man came or new
person came in, it might just help him get oftf the ground. [ sat in on a
meeting vesterday where one of the issues being discussed was, how do
vou case the presidential transition? There was a lot of discussion about
efforts that have been made. 1 personally have been involved in a
number of them. A good record, a good briefing document would allow
an opportunity for a new person coming in who had not ever been aware
of what had happened to be better informed—such as a person who is
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going to take over a job ol being Secretary of Detfense, or State, or Agri-
culture. If you had some kind of a background book where you could sit
down and read it and ask questions, it could be tremendousty helptul. 1
felt that that might serve the same purpose.

Before Henry sums up, I have one follow-up question of a point we
touched on carlier. You talked a little bit about your relations with
Chairman Dawson and then Brooks—Ilolifield we touched on during our
discussion of the hearings. Mavbe you could shed a little more light on
vour relationships with both Brooks and Ribicottf during your period.
How did you view the oversight committees’ role and what were our
relationships with the chairmen?

[ think I had mentioned before, perhaps, that I encouraged them to exer-
cise more oversight. 1 was not interested so much in their investigating
us i a sense of layving ot all of our problems. I was looking for help on
some of these issues. 1think on the question of a separate personnel
system we might well have moved on that front earlier, if there had
been a full exchange between us and the committees of the Congress as
to what the potential problems might be because of that ¢sC relation-
ship. T do not know whether it wonld or not. That would seem to me to
be a fairly good example.

What [ suggested specifically was that after we put out our annual
report that the House dand the Senate, separately, would hold a hearing.
Not appropriations hearings which are looking at our budget require-
ments, but really hearings looking at reports that we have 1ssued or had
in progress and what we were trying to do to speed up the execution of
our reports and improve our presentation—-all the hosts of issues that
woe were struggling over here with, I thought this might result in giving
them a better picture of really where we were.

I found, for example, that, after dealing with many of these people a

long time, they did not really understand a (ot of the things that were
involved. When the Gramm-Rudman issue came up, for example, after 1
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left hom I hdd ace ill l] ()m-\w]l [ won't say Wh() it was-—a very senior
person of the Congress. e asked “Is it true that the Comptroller Gen-
cral is appointed by the President”” Well, he had assumed that it was a
congressional appointment. You have a new group of people coming in
all the time. We did participate in those bricfings for new members of
the Congress along with the Congressional Research Service, but those
are really very perfunctory. New members of the Congress coming in
are more interested i knowing what space they are going to have and
what their secretarial allowance is going to be or their postage allow-
ance than they are about GAG or CRS or any of these support operations,

You testify before a committee, yvou testity on some subject, and a sub-
ject of a GAo report. You get deeply into that issue, They do not really
examine very much how Gao is statfed and what its charter is.

Appointment of the This 1ssue came up in connee t](m with tho mcthod of appointment 01 the

Comptroller General Comptroller General. [ may have already referred to this point. There
was a fairly strong move in the Congress to have the Comptroller Gen-
eral appointed by the Congress. We worked that out through giving the
House some role to play in nominating people for the office. At that
point, they did not really understand what that (appointment by the
Congress) would have meant in terms ol the loss of the various statu-
tory functions that we have been exercising for 50 years or more. It
would have been helptul, I think, to have that oversight.

Holifield first, then Brooks, became Chairman of the Government Opeta-
tions Committee in the House, 1 think both of them felt they knew me
and they felt they knew Gao well enough so it just really was not neces-
sary. I think on the Senate side it was less clear; they just did not get
that involved. I do not think they concerned t.hemsolves with it. Senator
McClellan was intevested ina few central issues involving us, but, by
and large, he did not really spend the time on Gao efforts that the House
side did. T think the Tact that Gao dealt with the chairmen and ranking
minority members of the whole range of committees in some ways was a
protection for us. They got to know more about GAo in the process. It is
unlike the Canadian and other parliamentary systems where all the
work focuses on one committee, a committee on accounts, Reports are
not released separatelyv: the input is to that committee, then the commit-
tee issues its report. This would not work here.
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We are coming down to the last category which is sort of a summing up
category but also raising a few more specific questions which you might
want to respond to.

Accomplishments

Mr. Staats

Mr. Eschwege

Mr. Staats

We have talked a lot about your accomplishments during the 15-year
term, but [ thought maybe one more time, if you were to point out and I
know this is not always casy, a few major accomplishments that you
really felt were of particular importance to yvou.

Accomplishments or lack thereot?
We will get to that, too.

Well, 1 do not want to be in the position of bragging in any sense at all
because what we did while [ was here was an institutional effort. We
talked about participatory management, we talked about where ideas
came from, largely it was all from interchange with staff and outside,
including the Congress. [ had a general direction in which I wanted to go,
but the guestion of the route I would take to get there depended a great
deal on the thinking that took place right at the staff level in GAo. In
terms of changes that took place, I will put it in those terms rather than
accomplishments. During that 15-year period, I think the main change I
would suggest would be the change in the scope of Gao work. Not just
the program evaluation and effectiveness reviews—that was one part of
it. The emphasis on management was another part of it, The emphasis
on trying to use 6ao’s influence to build up the strength of internal audit
and inspection, the role we played in trying to develop improvements at
the state and local level. and—we have referred to that already—in the
government accounting arca. The intergovernmental audit forum was
another aspect of that.

I think that much of these changes would not have happened it we had
not really put more emphasis on training, staff development, and on get-
ting different people into the organization with different backgrounds—
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the diversification ot the skills and expertise. [ am not thinking necessa-
rily about just fields. like engineering and health and public administra-
tion and so on, but some of the specialized skills as well. Systems
analysts and statisticians and many other skills that we now have. |
think all these things come together. Fritz Mosher did a good job in try-
ing to highlight some of these changes that took place over the 15-year
period. I am sure that further changes will be made.

We started an economics staff in GAo and we had a science staff in Gao.
Part of this was an effort to get into issues which involved both policy
and programs, and management. Part of it was to try to look at the
governmentwide perspective on these issues, | am not sure that that
change had fully matured and vaken place, but [ think we were well on
onr way in that 15-year period. T think we made some progress in the
financial management area, not as much as [ would have liked. | think it
was very substantial. [ think the area that T would say probably was
most significant in many ways was to change our relationship to the
committees of the Congress.

I have already mentioned the fact that before 1966 there was very little
effort here to be directly responsive to congressional requests. This
changed by virtue of the changes in the legislation, the 1970 legislation,
the 1974 act, and various other statutes.

I guess I should mention the thing I am most pleased about was the fact
that we were able 1o expand the coverage of Gao andits to include a lou
of the activitics that were not covered at all previously, the Federal
Burcau of Investigation. the Internal Revenue Service, and the many
other activities that we have already talked about.

Disappointments

Mr. Eschwege In terms of, [ call them disappointments, but things that you were trying
to do but you just maybe could not get us to do some of the things or
there were disappointments outside of Gao—there must have been
some?
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Any disappointments, well, I will take full responsibility for them. [
have already referred to one which is getting the Congress more inter-
ested in Gao. Related to that was to get the Congress more interested in
oversight of the agencies where I felt they would use Gao reports more if
they did that. More importantly. it seemed to me that the Congress is
much more interested in writing new programs, new funding, dealing
with problems when writing a law than they are in following up—see-
ing whether or not that law was really worthwhile. If they did, then [
think they would use a0 reports more.

[ made many presentations betore the Congress saying they just werce
not giving time to these issues. Largued this when [ went up to argue for
a 2-yvear budget for example. [n one year, they could appropriate and
the next vear they could have oversight. 1 think that the 2-year budget
may eventually work out for other reasons than the one I suggest, but
that argument is still being made. I think that that would represent
maybe what you call i disappointment.

Another one 1 suppose wonld be that 1 had as a goal when T came that by
the time I left we would have all the accounting systems of the govern-
ment approved. [ did not suceeed in that. We made some progress and 1
guess, if things go as they appear to be going, | am afraid Bowsher is
going to be in the same position when he leaves. [ hope he is not. That is
a disappointment too,

I think the other one that 1 would probably refer to is the follow-up in
the Executive Branch on onr reports. [ do not know what the picture
would be today, but T made a calculation 1 guess in our last annual
repart that about 80 percent of the financial savings that GAOQ was
credited with were made by the executive agencies without regard to
any direct action on the part of the Congress. Maybe the fact that the
Clongress was going Lo got these reports had something to do with it;
am sure it must have. Nevertheless, the Congress had not had a hearing,
they did not direct the agencies to do anything, they did not cut any
agencey appropriations. We put that in a different category. That is on
the plus side. There were a lot of things, particularly omB, could have
followed up on that they did not. Whether or not I might have been able
to have done more there, 1t 1s hard to say. oMB's emphasis in the manage-
ment field has gone way down over the yvears. The budget has preoccu-
pied practically the whole staff. They now have the regulatory function
and they have the procurement function. Basically, the management
function has been reduced largely to issuing directives and calling for
agencies to put out the management report. This report is good because
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it indicates both progress and lack of progress. What [ am talking about
is the initiatives that you need to take using GAO reports or any other
reports or data that they would develop where they could take more
leadership with the agencies in management improvement.

Productivity improvement would be 4 good case in point. We developed
a lot of material here in GAO on what could be done and should be done
to improve productivity in the Executive Branch. They have a produc-
tivity directive, that is fine, but that is a ditfferent thing than being able
to go out and work with the agencies and setting up a productivity pro-
gram—monitoring and so forth. It is a matter of outreach that I think
that oms needs.

In terms of the modification, any modifications needed to GAO's mission,
either through legislation or otherwise, can you foresee that the GAO is
going to look differently in years to come? I guess one thing [ have in
mind, and I am not saying you are advocating it, but the one area for
instance we do not get fully into these days, still, is the process of estab-
lishing a budget in the Executive Branch. Those are the kinds of things |
am wondering whether you had any thoughts about.

I think that the budget process now is terribly expensive. I think we go
through an awtul ot of procedures which are not necessary. The 2-year
budget would help a great deal in this respect. I think that the way in
which the budget is reviewed internally is an area that Gao could make a
contribution on.

Management Reviews

[ am less certain about these management reviews that GAO 1s doing, 1
think it was a good experiment. It may turn out to be a great step for-
ward. The question came up about doing that while [ was here, I felt
that it might be better 1o look at aspects of management such as budget-
ing, inspection and auditing, personnel management, and so forth.

My concern was, if you tried to encompass a whole department like
Agriculture in one report, it might be that you would overlook specific
problems where on o specific audit basis you would develop it. I say this
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is an open question as far as [ am concerned and the efforts I have seen
so far look quite good. T think there have been only two or three, Take
the Social Security study: now that was not a whole agency. That would
develop an issue paper on the Social Sccurity Administration, So that is
just another way to deal with the coneern that [ have.

[ would welcome the idea that GAo ought to be looking at the way the
departments are managed, We did some studies, you know, looking at
this from the point of view of the staff functions of the agencies. I think
that could be a useful arca to pursue for Gao, perhaps a little more on
the intergovernmental relations side, particularly now that we are try-
ing to devolve more federal functions to the states. It may be that Gao
could learn some things out of the experiences of the state governments.
I think GA0O could mayvbe Jook at some of the state governments that are
well run from the point of view of how are they administering programs
that have federal impact. The grant programs, the programs where the
federal government is regulating, taking regulatory actions where the
states have to take on pollution for example—this might be an area
which Gao could in the long term consider. I had not really sat. down to
think about this very muchy, but those are a couple of areas that might
oceur to me,

GAQ’s Strength

[ think the strength of GAo is always going to be in its people. Training
has to be a big part of this. GAO has now emerged, | think, as the most
attractive place for young people to come into government. I pick this up
from a lot of different places. It is that kind of enthusiasm that should
not be lost and the outreach to the universities is very important here.
We have come back to this question, “'Is GAo well known?” It is a lot
better known now in the universities than it used to be, but there may
be some unfinished business there also.

Selecting the Comptroller
General and Deputy
Comptroller General

Mr. Eschwege

You have already alluded to the new selection process, that I think you
had a hand in enacting, of the Comptroller General and the Deputy
Comptroller General making their terms pretty much concurrent. You
seem to be satistied with the way that came out, is that correet?

Page 137



Interview With Elmer B. Sumls

Mr. Staats

Mr. Eschwege

Mr. Staats

Well, I think the process is all right. The problem, if there is any, is in
the other end of the avenue. I could see the point made in the House that
they had no part to play. GAo works with the entire Congress, but they
had no official part to play in the selection. This was not 4 new issue;

tang hoals +4 tha Tindgaxs W arran 2o A mavha

thb E()CD 0dl K 10 Lne llllll_ Liafdody vvallcll wWds selic LLCU lilay v even
before that. The House view somewhat begs the question because they
could nominate anybody that they want to nominate and the White
House door is as open to them as it is to anybody else. What they are
really talking about is the confirmation process, and this is a bit of the
issue between the House and the Senate. The suggestion that I made was
that there be a committec made up of the ranking minority and the
majority members of the Congress, the Speaker of the House, not the
President of the Senate because he is an Executive Branch officer, but
the...

President pro tempore...

...President pro tempore of the Senate. It is a group of about 10 to 12,
altogether, that would mect and recommend not less than 3 names to the
President. Not that it be binding on the President, but it would be advi-
sory and it would represent the best thinking of the congressional lead-
ers. So that was accepted and, when | was about to leave office, they
asked me to become an ad hoc member of it and to make suggestions.
The American Institute of CPAs formed a committee to develop their
recommendations. Recommendations were made from a variety of
sources.

I think it is an orderly process and the idea was that the Deputy would
be selected in the same way, except that the Comptroller General
became a formal member of it, in selecting a Deputy. The other thing
which the statute did was to say that the term of the Deputy and the
Comptroller General would be the same, except. that for a 6-month
period where the Deputy could continue to serve, in anticipation that
there might be some hiatus vacancy there. Still, the outgoing Comptrol-
ler General could sclect and name the Acting Comptroller General on his
departure. That was not changed at all, so when [ left I designated
Milton Socolar as the Acting Comptroller General.
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Selecting an Acting
Comptroller General

Mr. Eschwege

Mr. Staats

Mr. Eschwege

Mr. Staats

Since there was no Deputy at that peint in time, did that require any
kind of action under the law, did you go up to the Hill, or anything?

No, that was not necessary. [ think this was an earlier provision in the
statute going way back, and I think a wise one, because, as you say,
there was no Deputy in place—Bob Keller having died. I was free to
name anyone that 1 chose 1o be on an acting basis. I think the procedure
Is..

You would consult with the committees [ would assume, before you do
that, or how does that work?

I did not, no, but I suppose if there had been any close question in my
mind I might have, but I did not think it was necessary.

Length of Comptroller
General’s Term

Mr. Eschwege

Mr. Staats

The term itself, the 15-year term, has been a subject of discussion in the
past and I think you were comfortable with that 15-year term, if 1
remember correctly.

I do not suppose I would have made a big fight if they wanted to reduce
it, say to 12. There was some thought given when this legislation was
being considered to change the term. I think the main value of a long
term like this is that it enables an institution to change, whereas if you
arc in for a shorter period of time, some of those issues you could not
really fully deal with.

Institutional change comes very slowly. I think we all recognize that.

The high turnover that you see in the Executive Branch is one, I think,
you pay a big price for. The program is laid out, you get people in place
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who can help yvou carry out that program, but pretty soon they are all
gone, Then you get a new set of personalities coming into the picture.
There is no magical term of office you might say. Comptrollers General
around the world have different terms. In a few cases, they serve for
life, just like a judge. Others serve until they are age 65 or some other
age. In our statute, GAo's statute, you cannot serve beyond age 70. So
there is that provision which is well understood.

Mr. Eschwege That is still in there?

Mr. Staats I believe that is still in there.

Mr. Eschwege Because that was taken out of Ccsc regulations as being age
discrimination.

Mr. Staats [ do not think that was ever taken out; I could be wrong about that.

Mr. Eschwege Really? We will have to check that. (The 70-year age limit remains in
force.)

Mr. Staats It would be an interesting thing to check on, but the effect of the 15-year

term, given that provision, is that you tend to select somebody who is
serving his last position in government. I think that is good because it
means that there is no aspiration to be elected or selected for any other
post in government. | was 51 when [ was made Comptroller General, I
was 66 when I left. [ believe that Bowsher was 50 when he was selected
and so it tends to focus on age when you are selecting a Comptroller
General.

This is unlike a federal judge whom you can select knowing that he is
going to serve through the rest of his life. He may go on a retired status,
in which case he works whatever days he wants to work, and he contin-
ues to receive full pay during his lifetime. I think what the framers of
the Budget and Accounting Act were trying to do was to pattern the
selection, the tenure, and the retirement of the Comptroller General
pretty much in the same way that they had framed the provisions for
the federal judges. The term of office is really the only difference.
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Mr. Eschwege

The other thing that has happened in GA0, | believe, since its inception,
the Deputy or before him, the Assistant Comptroller General, has been a
lawyer. How do you see that? Is that an absolute, do you think?

Selecting a Lawyer

Mr. Staats

Mr. Eschwege

No, I do not think it is an absolute. If the Comptroller General selected
was a lawyer, that probably would not be desirable. I think it would be a
stronger case if you have someone who is trained in some other disci-
pline. If you bring in and select a Comptroller General, as I was, who is
not a lawyer, it is different. I was insistent that I have somebody who
could help me who had a legal background. As you probably know, I had
great difficulty in getting the White House to nominate Bob Keller. That
was partly a political thing, 1 guess almost entirely a political thing,
because they did not know Bob Keller. What they did know about him
was certainly favorable, but there was a contender who was being
pushed very hard by a key person in the Congress. Part of the argument
that I made was that, number one, I wanted someone who knew GAO and
the background of the issues that | would be dealing with and, number
two, the legal issues were very important and [ wanted someone with a
legal background.

You have covered some of these other areas, pretty much that I was
going to talk te you about. The public awareness of GAO, you talked
about that; outside of Washington, it is spotty, I would say.

Name Change for GAO

Mr. Staats

There was also a question of maybe changing the name of the General
Accounting Office. Some people seem to have a hard time associating the
name with the head of it because you were the Comptroller General and
this was the General Accounting Office sort of like, but to a lesser
degree, the Attorney General heading up the Justice Department. You
got involved in that, I think, with Senator Ribicoff.

Yes, well, in a sense, it was a nonissue, but I would be the first to agree
that the General Accounting Office, to many people, symbolized that we
maintained the accounts of the federal government. There was also the
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confusion, it still is, between the Comptroller General of the United
States and the Comptroller of the Currency.

I remember President Johnson called me one day quite upset because
something had happened in the Office of the Comptroller of the Cur-
rency that he thought that [ had done. I was completely taken aback
because 1 did not know what he was talking about, but I checked into
the thing and called him back and told him he had the wrong nuraber.
There was that confusion about it.

More seriously and importantly, there was the liability that it had and,
to some degree still has, but I think it is changed a great deal. For exam-
ple, dealing with people that we wanted to bring into Ga0. I think a lot of
that has been overcome. | kept saying you have to read accounting as
“accountability” and that is one of the things that I think has not been
emphasized enough. If you go back and read the debate in 1920 that
took place in formulating the original statute—Congressman Good from
Iowa in particular—his concept of GAO was very modern. He made it
clear that he was not talking just about accounting. He was talking
about whether the programs are working. He talked about the accounta-
bility to the Congress to report back to the Congress. You could read
that today and say that pretty well describes what we tried to do in
these 15 years. The word accounting, | think, did not reflect in those
early years really what the framers of the statute had in mind. The
detailed auditing work that was done, the binding up of these bales of
paper and bringing them over here, I do not think that is what Congress-
man Good and others were really talking about. It was not until 1950,
actually, that the concept of the financial audit being conducted in the
agencies arose. I suppose that might not have happened except that,
during World War I1, you know, the Ga0 backlog on audits was about 4
or b years. They recognized the practical matter that you could not cen-
tralize this function. We did seriously give some thought to what alter-
natives there might be and we looked at the titles of others in other
countries. [ suppose the one that we might have favored would be the
Auditor General, but that did not really still convey quite what we had
in mind. It stilt conveyed the financial audit to a lot of people. I think
this could still be looked at seme time, but, the more 1 think of it, the
General Accounting Office means general accountahility. If you take
Mosher’s title of his book, The Quest for Accountability in American
Government: The Story of the General Accounting Office, I guess 1
would stick with that name. | do not see that these other countries have
a more suitable name. In India, they are called the Comptroller and
Auditor General; in Japan, it is the Board of Audit. Qur title, the title of
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Mr. Eschwege

GA0, was adopted by all the Latin American countries. If you go to any
country in Latin America, the title of the person is Comptroller General
of that country. They like it; I like it.

We are getting to the end of what we wanted to cover, but is there any-
thing else that you felt should have been covered or that you would like
to talk about?

IXTAIY T cnsme oy wxrbmen T oblezan s abimsad 34 el cxrma TA vvverndimbder bnse conzrmmee]
YYCILL, 1 SUPPUDE WIICTL 1 LTUHITR aDUUL 1L, LI WOULld propadbly De deverdl
things that I might have covered but I think your questions have been
very pertinent and [ hope that what I have said was helpful in any way

as far as training is concerned.

Testimony

Quality of Reports

The one thing which ! did not mention a while ago, is the testimony that
3AO presents to the Congress. The impact of that testimony is probably
more important in many ways than the reports per se, because they pro-
vide an opportunity for exchange.

If there is an area which I would emphasize particularly, it is quality
control of the reports. I ran into a person this morning whom I had
never seen before from the Executive Branch and the remark was to the
effect that Gao is certainly getting into more and more areas of interest
but its quality is uneven. Now this struck a familiar chord to me because
these were things that we used to talk about right here in GAc. You
remember we had groups set up to examine reports that had been issued
from a quality standpoint. It is a never ending problem.

The Arthur Andersen Company, which is regarded generally in the uni-
versities as number one in terms of training and in quality control, wor-
ries about this all the time. They have a professional standards
committee which they asked me to sit in on. They had task forces set up
to reexamine the risk that is involved in developing their audits. [ think
that this is something that is really crucial as far as GA0 is concerned,
that is, to be sure that they have taken all the reasonable means to be
sure that those reports when they come out are going to have high
guality.
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Conclusion

Mr. Eschwege Well, [ think I speak for all of us in a0 when I say that you have been
very generous with vour time, under these bright lights, to speak to us
and to give us the benefits of your reflections, your thoughts about your
15-year term as Comptroller General of the United States. [ think it will
he extremely helpful. not only to future incumbents of this office, but
also in our current decision-making process as we look back to see where
decisions were made and how thev were made. It will be most helpful to
our new people who come into GAO, wanting to learn about GA®G's back-
ground and history; also in terms, as you said, of training, getting them
familiar with the dilferent kinds of reviews we make as well as in our
relationships with the Congress and with the administration and outside
bodies. Also, people in the future will have an casier time when they
write books about Gao such as those written by Mr. Mosher and Dr. Pois,
[ think these scholars will be able, under our modern techniques, to view
the videotape and sce you in person and hear the important things you
have had to say. We will index the tape, to allow for casy access to spe-
cific subjects of interest.

Again, we thank vou for your tremendous patience that you have had
with us.

Mr. Staats Well, thank you, tor vour patience.

Mr. Eschwege I know your presentation will make a great impact on all of us.
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