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From Qur Bricfcase

Two Decades of
Intergovernmental
Policy

It is no secret that the size of U.S.
Government, at all levels, has
increased in the last two decades.
Federal domestic expenditures and
outlays of State and local govern-
ments grew from 15.9 percent of the
GNP in 1959 to 25.9 percent in 1979.
The increased spending reflects the
entry of government into areas for-
merly ignored or left largely to the
private sector (environment, anti-
discrimination) or expanded gov-
ernment efforts in areas in which it
once played a much smaller role
(housing, health).

The Advisory Commission on In-
tergovernmental Relations (ACIR)
used its recent 20th birthday to
report on government trends be-
tween 1959 and 1979 (in an article
by Carl W. Stenberg, appearing in
the Winter 1980 issue of Inter-
governmental Perspectives).
ACIR reported that this trend was
accompanied by an increased real
tax burden for the middle class,
expanded regulatory activity and
increased numbers of government
employees.

The report was not all negative.
ACIR noted that the use of Federal
grants has supported local activities
to solve social and physical prob-
lems and to aid new programs. The
Federal Government has also played
a large role in coordinating activi-
ties and encouraging improvement
of reciepients’ organizational ar-
rangements, personnel systems
and planning and management cap-
abilities. The courts played an ex-
tensive role in intergovernmental
affairs during these decades. The
Supreme Court decision on Baker v.
Carr ended rural dominance of state
legislatures, while Serrano v. Priest
led to reorganization of school
finance systems to' embody the
principal of equity in funding/
service delivery.

Other major trends noted by
ACIR were increased lobbying on
government issues, growing num-
bers of regional organizations and
heightening competition associated
with the so-called “sunbelt/frost-
belt” controversy. At the same
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time,
governments to be more account-
able, and have demonstrated this
through calls for balanced budgets
and tax reform.

While GAO has done much work

citizens clearly want their

on the many Federal programs
geared to State and local govern-
ments, the General Government
Division also has a staff devoted to
broad intergovernmental issues. A
1979 report, “Perspectives on Inter-
governmental Policy and Fiscal Re-
lations” (GGD-79-62), outlined
GAO’s work in the area, gave the
Office’s perspectives on some of
the major issues, and offered a
forecast of future developments
and trends shaping the intergovern-
mental agenda.

GAO's work in the area Iis
grouped into four basic research
areas. One area concerns the need
to standardize and simplify Federal
assistance administrative require-
ments. Another centers on the need
to improve Federal, State, area-
wide, and local coordination. A
third addresses the methods used
to distribute Federal assistance to
State and local governments, and
includes contracts, grants, loans,
revenue sharing and technical as-
sistance. A’ final research area
assesses intergovernmental fiscal
interaction and associated prob-
lems.

GAO sees four sets of trends
which will affect future develop-
ments in the intergovernmental sys-
tem. These are: 1) increased man-
agement reform, as executive and
legislative bodies at all levels try to
get a handle on the maze of Federal
assistance programs; 2) structural
changes, as the competing pres-
sures for fragmentation and central-
ization are sorted out; 3) further
extension of Federal involvement in
State and local affairs, as Federal
assistance goes to more local gov-

ernment units for purposes previ--

ously those of local governments;
and 4) changing focus of Federal
assistance, as Federal aid is used
to subsidize general operations of
State and local governments on a
continuing basis (e.g., highway
maintenance) rather than encourag-
ing new efforts in areas of Federal
priority.

The report notes it is too early to
tell whether efforts to balance the
Federal budget will drastically
change the role of the Federal
government in providing financial
assistance to State and local gov-
ernments. However, it postulates
that a realistic short-term forecast
may be one of growth in Federal
assistance programs, but at a much
slower rate than over the past two
decades.

Copies of the GAO report may be
obtained from Room 1518 of the
GAQO Building. The Winter 1980
issue of Intergovernmental Perspec-
tives is available from the Advisory
Commission on Intergdévernmental
Relations, Washington, D.C. 20578.

Implementing
Personnel Changes

October 1, 1980, will usher in
many changes in the personnel
structure used in GAO. Some
aspects of the changes are dis-
cussed below.

New Personnel System

As October 1, 1980 draws near,
staff of the GAO Personnel System
Project are pushing to develop the
processes needed to implement the
February 1980 legislation which re-
moved GAO from the executive
branch personnel system. While the
legislation authorized GAO to es-
tablish its own system, it also
provided guidelines for doing this.

Within this framework, project
head Cliff Gould and staff are to

e develop merit system princi-
ples and identify “prohibited

personnel practices” re-
quired by law,
e design recruitment and

placement programs for all
prospective and current GAO
employees,
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e establish a disciplinary ac-
tion and grievance process,

e establish a GAO Appeals
Board to resolve EEO com-
plaints, adverse actions, la-
bor relations issues, and cer-
tain grievances,

¢ develop the framework for
GAOQO’s Labor-Management
Relations Program, and

e provide the basic elements
of GAO’s overall EEO. pro-
gram.

In case this is not enough to keep
project staff busy, they will also
develop a conceptual personnel
system model to guide GAO’s
future direction.

The legislation requires that reg-
ulations establishing GAO’s new
personnel system be published in
advance. Comments will be sought
before the regulations are adopted.

Senior Executive
Service for GAQO

The Senior Executive Committee,
under guidance of Chairman Jim
Martin, has finished much of its
work in designing the regulations
for GAO's Senior Executive Service.
The Service, similar to the one
implemented for executive agencies
under the Civil Service Reform Act,
will become a reality on October
5th.

Senior staff (GS-16/17/18 or
levels V or IV of the Executive Ser-
vice) may choose to join SES. Their
professional careers will be gov-
erned by a new set of personnel
rules and regulations, performance
requirements, and incentives.

Compensation, retention, and
tenure of individuals in SES de-
pends on “executive success,”
measured on the basis of individual
and organizational performance.
This includes such factors as effic-
iency, productivity, quality of work
or service, timeliness of perfor-
mance, and success in meeting
equal employment opportunity
goals.

The pay of SES members will be
more closely related to their perfor-
mance, as well as their jobs. Pay
can be increased periodically to
reward good performance, and in-
dividuals can qualify for cash
bonuses and ranks—awarded on
the basis of performance. SES
members may also qualify for sab-
batical leave of up to 11 months,

and are only partially subject to
annual leave accrual ceilings. Indi-
viduals who do not measure up may
be removed from SES and returned
to.a GS-15 position.

The SES order also provides for
education and training programs for
SES members and candidates. The
Executive Improvement Program
will offer SES members courses,
workshops, and other internal and
external continuing education pro-
grams to keep their managerial
skills sharp.

Individuals- in GS-15 positions
may qualify for the Executive
Candidate Program. Each person in
the program will be assigned a
“mentor’—an SES member who
will serve as a counselor and will
help design an educational program
tailored to the candidate’s individ-
ual needs. The program’s curricu-
jum will include seminars on GAO
operations, formal in-house and
external executive development
courses, and assignments with
staff offices, divisions, and regional
offices.

Two Boards assist the Comptrol-
ler General, who has overall respon-
sibility for administering SES. The
Executive Resources Board gener-
ally oversees the Service, and is
chaired by former Deputy Comptrol-
ler General Robert Keller. Keller is
assisted by six SES members, who
must be at the division director
level or above. The director of Per-
sonnel is an ex officio member.

The Qualifications and Perfor-
mance Review Board identifies can-
didates for entry into SES and
certifies their qualifications. It also
reviews performance contracts and
ratings of most SES members and
recommends performance ratings
and nominees for bonuses and
executive ranks. Chairman Greg
Ahart is assisted by seven other
senior GAO staff.

To assure input from those GAO
staff most immediately affected by
the new Service, Martin sent the
draft order to GS-16s and above and
the heads of GAQ’s advisory groups
for comment. GS-15s also received
a summary. The revised order was
approved by Mr. Staats.

New Job Scries
Approved

Jobs of Federal employees are
classified on the basis of their

duties, responsibilities, and qualifi-
cation requirements to conform
with standards and guidelines es-
tablished by the U.S. Office of Per-
sonnel Management (OPM). The
standards define the occupation,
explain significant factors in evalu-
ating positions, and define work
characteristics of various grade
levels.

Given the somewhat unique na-
ture of GAO’s work, GAO developed
and OPM approved a single agency
series—the ““GAO Evaluator”
series—to define the work of GAO
auditors/evaluators. The single
agency series was developed con-
currently with efforts to move GAO
into the excepted service.

The standard is neither more
lenient nor more strict than those
now used (GS-510 Accountant and
GS-343 Management Analyst/Audi-
tor), but is more relevant to the way
GAO operates. it will make it easier
to credit important aspects of the
agency’s work which were either
not covered or considered ancillary
in the previous standards.

To determine which of GAO’s
professional staff will be converted
to the new series, the Personnel
Office has asked each division and
office to list their “specialist” and
“generalist” staff. Specialists, in-
cluding accountants performing ac-
counting work, will be classified
appropriately. Generalists will be
converted to .the GAO Evaluator
series under a mass change action,
tentatively scheduled for the begin-
ning of fiscal year 1981. This
coincides with the conversion of all
GAO employees to GAO’s new per-
sonnel system. After the conver-
sion, position descriptions now
used will be abolished and new
ones, reflecting language in the
GAO Evaluator classification criter-
ia, will be substituted.

Public Management
Research Agenda
for Action Needed

What is one topic on which the
heads of the Office of Personnel
Management, Office of Manage-
ment and Budget, General Services
Administration and General Ac-
counting Office can agree? All are
concerned that there are no good
means to encourage applying and
validating existing research from a
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variety of fields to public sector
management. They also realize
there is no way to stimulate wide-
spread cross-disciplinary interest in
new and innovative research specif-
jcally oriented to the public sector.

To address these concerns, the
four central management agencies
sponsored a November 1979 confer-
ence on public management re-
search at the Brookings Institution
in Washington, D.C. Participants
included a group of leaders in re-
search from a broad spectrum of
disciplines, who joined representa-
tives of Federal agencies, State and
local public interest groups and
private foundations. The 2-day con-
ference was a combination of
presentations on public manage-
ment research and small group
working sessions. It was opened by
addresses by the heads of the four
agencies, including Comptroller
General Staats.

As OPM Director Alan Campbell
noted, a major dilemma of public
management research is that sub-
stantive areas dominate the re-
search focus even though problems
in these areas frequently are of a
generic management nature. Partic-
ipant Harlan Cleveland described
the short-term view of public man-
agement research as “tackling
twenty-year problems with five-year
plans staffed with two-year person-
nel funded by one-year appropria-
tions.”

Those who participated in the
small-group discussions focused
their discussion on the different
perspectives presented in the three
major conference papers. Opinions
varied as to the components of
such research, who should conduct
it and how widely results could be
applied. A chief caution was that
too heavy a Federal involvement in
the research process could dampen
its effect, thus perhaps the need for
some kind of institute or other
organization to lead the effort.
Whoever leads the effort, they
agreed research needs to be practi-
cal and able to be applied on the
job. This cautionary note to the
academic community highlighted
the need for strong links between
sponsor, user and researcher.

Having obtained the input of
such an illustrious group, the
question to be faced is “Where do
we go from here?” As a next step,
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the four sponsoring agencies will
consider the issues raised at the
conference and summarized in its
report, Setting Public Management
Research Agendas: Integrating the
Sponsor, Producer and User. The
Office of Personnel Management
also plans to publish a report in
1980 which will enumerate what it
thinks can be done and what it
plans to do in the public manage-
ment research arena.

Want to learn more about what
was discussed at the conference?
Single copies of the report may be
obtained from the Office of Person-
nel Management, 1900 E Street,
N.W., Room 3305, Washington,
D.C. 20415.

Congressman
Provides District
with GAO News

A constituent recently sent Con-
gressman Jim Mattox of Texas a
news clipping on GAO’s efforts to
combat fraud and waste in Federal
programs. The bold message print-
ed on the back asked, ‘“Does
anything more need to be said?”
The Congressman was concerned,
because it was obvious the sender
did not realize GAO was part of the
Congress, and that these efforts to
uncover and help rectify fraud and
waste were being undertaken by a
legislative arm of Government.

To help educate his constituents
about GAO and its role, Congress-
man Mattox issued a news release
describing the clipping he received
and the efforts GAO makes to
promote more efficient Govern-
ment. He reminded his readers that
GAO’s operating expenses for 1979
were $181 million, while it saved the
Government $2.6 billion. The re-
lease also let readers know that
GAO’s work is not purely financial,
and that it is undertaken as.a result
of congressional requests, statu-
tory requirements and GAO initia-
tives.

The Congressman reminded read-
ers that, as a direct result of con-
gressional interest, GAO operates
the nationwide fraud hotline (800-
424-5454), which allows anyone in
the U.S.A. to contact GAO with
information concerning misuse of
Federal funds.

A tip of the GAO hat (perhaps we
should say green eye shade?) to
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Congressman Mattox for his efforts
to educate the general public on
GAO’s work.

GAO As Role Model
for Accountants

As has been done on other occa-
sions, the Review is borrowing from
GAO’s “Management News” (22
April 1980), which wrote about an
article discussing the degree of
social concern displayed by those
in the accounting profession:

“Why have accountants lag-
ged behind other profession-
als—lawyers, in particular—in
having an impact on society?”
John C. Burton, former chief
accountant of the Securities
and Exchange Commission
and now Arthur Young profes-
sor of accounting and finance
at Columbia University, asked
in an article in the New York
Times, 13 April.

“In the last 25 years a gener-
ation of angry young lawyers
has made the legal system the
catalyst for social reform. The
lawyers have achieved needed
(and perhaps unneeded) social
change, often bypassing an
unresponsive political system.
In addition, lawyers have made
a significant contribution to
the political system, both in
service as legislators and in
pressure for change through
political processes,” he writes.

During this same period,
Burton observes, few- account-
ants have been willing to
stand for -public office or to
devote a few career years to
government service, or even to
take strong public positions on
national issues. He cites a
1972 poll which found that,
compared to bankers, doctors,
engineers, and lawyers, CPAs
ranked last in making a vital
contribution to society, last in
being creative and imaginative,
and last in being public-
spirited.

“This image has hampered
the accounting profession’s
ability to recruit young talent,”
Burton says. “This must be re-
versed if accounting is-to main-
tain and increase its role in
society and ultimately its eto-
nomic success as well.”
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But lawyers can use the
courts to effect public policy
changes. What can account-
ants do?

¢ The concept of audit must be
expanded along the lines al-
ready begun by GAO stan-
dards. An auditor must see
his/her role as encompas-
sing the evaluation of effec-
tiveness in meeting goals
and efficiency in operations
as well as simply expressing
an opinion on financial
statements.

* Accounting education must
be broadened.

Accountants should not be
seen solely as “record keepers
and checkers.” Burton argues,
“But measures of economic
and social phenomena whose
measurements can significant-
ly influence the allocation de-
cisions of our society.”

Burton’s article was reproduced
in GAO Clippings, 14 April.

Computerizing
Workpapers Around
the World

GAO staff have been known to
covet working on reports which “get
a lot of mileage.” Reports which
receive a great deal of attention in
congressional hearings or the press
have a clearly measurable impact
on a program. Bill Johnston of the
Financial and General Management
Studies Division recently learned a
GAO Review article he wrote has
traveled far.

When Assistant Director of Ja-
pan’s Board of Audit, Mr. Hirohisa
Ushijima, recently visited GAO, he
told Bill the article had been trans-
lated into Japanese and published
in their counterpart to the Review.
The article, “Computerizing the Pro
Forma Workpaper,” (Summer 1976)
had also been published in the
International Journal of Govern-
ment Auditing (January 1978),
which is where the Japanese actual-
ly saw it.

How did the article look? The title
and author are shown here.

Southern Neighbors
Reading ID Report

Another GAO effort, this an
International Division report, “Train-
ing and Related Efforts Needed to
Improve Financial Management in
the Third World,” (ID-79-46) is
receiving much attention outside
the U.S. Because fieldwork for the
report was done in Latin America,
the report was translated in Spanish
and distributed to the Comptroliers
General in all Spanish-speaking
countries in that region.

The report carried an important
message to the nations themselves
and to countries and international
organizations which provide assis-
tance to developing countries. It
discussed the effect that shortages
of trained financial management
staff in developing countries have
on those countries to produce ac-
curate and timely financial data.
The report also presented informa-
tion on the types and levels of
training needed to help overcome
the problem.

The English version of the report

is available from the Documents
Distribution Office, Room 1518 in
the GAO Building, while copies of
the Spanish version are being dis-
tributed by the International Divi-
sion (Room 4824).

Voss to GPO
Comptroller

Allen R. Voss, director of the
General Government Division, re-
cently accepted the position of the
Comptroller of the Government
Printing Office. He brings to the
position 22 years of distinguished
service with GAQ.

Since joining GAO in 1952, Voss
has served in key positions in head-
quarters and regional offices.
Among them were his roles as di-
rector, Office of Pglicy, and man-
ager of the Philadelphia regional
office.

Al's dedicated service to GAO is
reflected in two Meritorious Service
Awards and the Distinguished Ser-
vice Award. GAQ’s loss is GPO’s
gain!
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On Loecation

Staats Establishes
Institute for Program
Evaluation

Mid-April 1980 marked a time of
organizational change as the Comp-
troller General established an Insti-
tute for Program Evaluation and
placed it under the direction of the
equally new Assistant Comptrolier
General for Program Evaluation.
Harry S. Havens, director of GAO’s
Program Analysis Division (PAD),
was named to the new Assistant
Comptroller General slot. The Insti-
tute Director will be Eleanor Chel-
imsky, Directorof the Office of Pro-
gram Evaluation for the MITRE Cor-
poration.

This and other changes, imple-
mented simultaneously, were de-
signed to achieve two objectives
identified by Mr. Staats. The first
objective dealt with the need to
improve GAQ’s planning of assign-
ments and the methodology used
on them. This includes having avail-
able those skills needed to fulfill
GAO’s responsibilities and imple-
menting a continuing program to
upgrade the skill of GAO staff. Mr.
Staats’ second objective addressed
the need to give special attention to
those projects which are clearly or
potentially expensive in relation to
the resources available, or which
deal with subjects or issues which
are or may be particularly sensitive
or controversial, or which require
advanced analytical techniques.

in achieving these objectives, Mr.
Staats noted GAO needs to main-
tain a balance between require-
ments for some degree of central-
ized planning and decisionmaking,
and delegation of responsibility and
authority to operating divisions and
their respective project team direc-
tors and team leaders.

One of the changes instituted
was the shift of the Assignment Re-
view Group (which is composed of
the three Assistants Comptroller
General and two division directors,
the latter of whom serve for rotating
1-year terms) from an advisory
group to one with the authority to
direct adivision to alter plans for an
assignment. In addition to this re-
view process, the Group would have
other responsibilities, including

working with GAO’s Office of
Program Planning to define mini-
mum information requirements for
use in authorizing an assignment to
move from one stage to another,
and arbitrating those disputes
among operating divisions which
pertain to responsibility for, or con-
duct of, assignments.

The position of Assistant to the
Comptroller General for Policy and
Program Planning was upgraded to
the Assistant Comptroller General
level, with some change of duties.
ACG John Heller will, among other
responsibilities, chair the Assign-
ment Review Group and work with
GAO's Office of Public Information
to strengthen GAO’s products and
the public’s understanding of the
role of GAO.

in forming the Institute for Pro-
gram Evaluation, the Comptroller
General transferred to it staff from
the Program Evaluation Staff of
PAD and some from the Financial
and General Management Studies
Division’s Technical Assistance
Group. The Institute has many
responsibilities regarding develop-
ing and strengthening program
evaluation capabilities throughout
GAO. It will also develop a pro-
fessional interchange program with
other evaluation organizations and
maintain a Visiting Committee of
evaluation experts.

Recognition to

Two Top GAO Staff

National Civil Service
League Selects Fogel

Among those chosen to receive
one of the 1980 Career Service
Awards presented by the National
Civil Service League was Richard L.
Fogel, Director of GAO’s Office of
Program Planning. Fogel was nom-
inated by Comptroller General
Staats, who commended his efforts
and negotiations which helped pave
the way for GAO’s continuous over-
sight of FBI operations. Mr. Staats
also noted that a report on social
services submitted by Fogel was
GAO'’s first effort to use statistical
analyses to support empirical find-
ings, and became a model for future
GAO jobs using systems analysis.
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Dick Fogel is shown receiving the National Civil Service League Award from League

President Bertrand Harding as Comptroller General Staats watches. Mr. Staats also

gave the address at the ceremony.

Fogel joins a list of other out-
standing GAO staff who received
the award in earlier years. The list
includes retired Deputy Comptrolier
General Robert Keller (1976), retired

General Counsel Paul Dembling
(1973), and the Ilate Assistant
Comptroller General Elisworth

Morse, Jr. (1968).

Havens Receives Executive
Leadership Award

Assistant Comptroller General
for Program Evaluation, Harry S.

Havens, received the Roger W.
Jones Award for Executive Leader-
ship in the May honors convocation
at American University. The award
is presented annually to two Feder-
al career executives who have
demonstrated leadership which led
to outstanding organizational
achievements and who have shown
commitment to developing man-
agers and executives for govern-
ment. '
Havens, former director of GAO’s
Program - Analysis Division, was
nominated for the award by Comp-

OAS Board of External Auditors are, from left, Oscar Stark Rivarola, Paraguay; ID’s Frank M. Zappacosta, (Chairman); Luis

troller General Staats. Mr. Staats
specifically nominated Havens for
leading the way as GAO established
new policies for conducting analy-
ses and integrated economic analy-
sis with other responsibilities of the
agency.

OAS Board of
External Auditors
Mecets Twice

Chairman and U.S. representative
to the Organization of American
States Board of External Auditors is
Frank Zappacosta of GAQ’s Interna-
tional Division. Frank has called the
group together twice in 1980 (March
and May) to deal with its general
role of OAS audit. Among the
Board’s recent decisions was to
open the OAS audit contract for
bids.

Other members of the Board are
Luis Andrade Tafur of Ecuador and
Oscar Stark Rivarola of Paraguay.
The March meeting was addressed
by OAS Secretary General, Alejan-
dro Orfila, who reaffirmed his view
on the importance of external audit.
He also spoke of the importance of
the Board’s role in recommending
ways to improve OAS operations.

Andrada Tafur, Ecuador. On the right are some staff participants, including ID’s Jesus Martinez (upper right).

(Photo courtesy of OAS).
[
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Trends in Evalnation—

Keith E. Marvin

Mr. Marvin is the associate director for pro-
gram evaluation in the Program Analysis
Division.

Progress in developing evaluation will be conducted using teams
standards, previously reported in drawn from the central staff and the
this column, is being accompanied line organization of the program
by many current signs that evalua- being evaluated.
tion is being institutionalized in all The U.S. Congress is continuing
branches of Government. Office of to move toward enactment of over-
Management and Budget Circular sight reform measures covering
(A-117), “Management Improve- operating programs and regulatory
ment and the Use of Evaluation in functions of the Federal Govern-
the Executive Branch,” emphasizes ment. These measures will require
the importance of the role of thatthe various congressional com-
evaluation in overall management mittees establish oversight review
improvement and the budget pro- plans, leading to a more systematic
cess. basis for evaluations to support
Similar developments are taking these oversight reviews. Congres-
place in other countries; for exam- sional support agencies such as the
ple, in Canada, an evaluation policy General Accounting Office will be
and advisory group has been estab- directly involved in performing
lished in a new office of the these evaluations and in assisting
Comptroiler General, associated the committees on request with
with the Treasury Board. This their evaluation and review plans.
establishes in the Government of On the legislative side, the
Canada a source of evaluation Canadian Government has also
guidance for the various depart- taken recent steps to provide more
ments. Departments are estab- evaluation capability in its Office of
lishing central evaluation functions the Auditor General. This Office is
‘ o .« under the deputy ministers. Studies required by a recent Auditor General
ummer 1980 ri

GAO Review/S



Trends In Evaluation

Act to establish the capability to
review the evaluation systems and
procedures of Canadian depart-
ments. GAO personnel have met on
a number of occasions with person-
nel of the Auditor General’s Office
and the Canadian Comptroller Gen-
eral’s Office for an exchange of
views on evaluation methods, eval-
uation training, and the use of
evaluation. In addition to such
in-depth discussion, GAO has been
visited by a number of representa-
tives of other foreign governments
interested in learning about the de-
velopment of evaluation methods.
What emerges is a common con-
cern among all of these countries
and branches of Government in
finding ways to measure the effec-

tiveness of various public pro-
grams, and providing information
to decisionmakers in a more useful
fashion. Reflecting this concern,
the United Nations Joint Inspection
Unit has developed a draft “Initial
Guidelines for Internal Evaluation
Systems of United Nations Organi-
zations.” These guidelines cover,
among other things, reporting and
followup procedures and informa-
tion requirements.

The Judicial Branch of the U.S.
Government is also using evalua-
tion and finding special uses for
evaluation methods. The 1980 An-
nual Program of the Evaluation Re-
search Society, to be held in Wash-
ington, D.C., November 19-22, will
include sessions on the courts’ use

of evaluation methods. The Soci-
ety’s program also illustrates the
broad scope of evaluation as viewed
by those who do it. Other themes in
the program wiil be the conduct of
evaluation, evaluation training, leg-
islative use of evaluation, and
accountability of Federal and State
agencies. Membership in the Eval-
uation Research Society, an inter-
national organization operating to
improve the theory and practice of
evaluation for public service, is
open to anyone engaged in evalua-
tion or evaluation research. Mem-
bership information may be ob-
tained from Society president Scar-
via B. Anderson, Educational Test-
ing Service, 3445 Peach Tree Road,
N.E., Suite 1040, Atlanta, Ga.,
30326.
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1-A lock in the St. Lawrence Seaway,
Messina, N.Y.

2-Lake Placid Olympic ski area.
3-Products of New York vineyards.
4-Niagara Falls.
5-The B-52 bomber, Griffis AFB.
6-Picatinny Arsenal.
7-West Point.
8-Albany, the State capital.
9-Statue of Liberty.
10-Manhattan skyline.
11-Montauk Point, Long Island.
12-Fire Island. *
13-Isla Verde, Puerto Rico.
14-The Palisades on the Hudson River.
15-St. Thomas, Virgin Islands.
16-San Juan, Puerto Rico.
17-St. John, Virgin Islands.
18-Fortress of E! Morro, Puerto Rico.
19-St. Croix, Virgin Islands.
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Photos courtesy of St. Lawrence Seaway Development Corp.; Griffis AFB; New York
State Dept. of Commerce; Picatinny Arsenal; Economic Development Administration
of Puerto Rico; and members of the NYRO staff. .







The New York Region: The Apple Still Shines

This is the eighth in a
series of articles on GAO’s
regional offices.

Woodrow Wilson, at one time a
resident of the New York region,
said that it normally took him about
2 hours to write a 1 hour speech,
but at least a full day to prepare a 5
minute speech. Anyone writing
about our region faces a similar
problem. It is much easier to ex-
pound for 200 or 300 pages than to
condense our region into the space
here. There simply is so much that
can and should be said—some
good and some not. Like any other
part of the country, we have our
strong points and our problems.
But our area clearly has a unique
personality and style which makes
it a great place to live and work.
And that complex, multifaceted
personality, and the forces which
have molded it, is what we'd like to
talk about.

Setting the Scene(ry)

An incredibly diverse world be-
gins in the region where the
Hudson and East Rivers meet to
join the Atlantic Ocean. Consider
its diversity: the steel and glass
canyons of New York City, the
neatly-lawned bedroom communi-
ties of northern New Jersey, the
mountainous playlands of central
New York, the industrial communi-
ties and farm areas in the western
part of the State, and the icy lakes
rimming the Canadian border. At its
southernmost point, 1,500 miles
from New York, our region takes on
a tropical flavor—the lush beaches
and crystal waters of Puerto Rico
and the U.S. Virgin Islands. The
exotic islands and inlets in this part
of the region make a pleasant
contrast to the hills, mountains,
lakes, and rivers of upstate New
York and northern New Jersey.
Often overlooked is the fact that
New York itself is one of the most
scenic States in the nation. It pos-
sesses virtually every element of
scenic beauty.

Forests inhabited by a remark-
able variety of wildlife cover nearly
half of the State’s 50,000 square
miles, providing excellent settings
for nearly 200 State parks, or forest
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After many decades of relative
anonymity, our region is gaining
recognition as a vacation playland.
With so many natural attributes, all
types of recreation are available to
suit virtually every taste. Hunting,
fishing, and camping can be en-
joyed throughout the region. The
athletically minded can participate
in the entire spectrum of winter
sports in such places as the Adiron-
dack Mountains, site of the 1980
Winter Olympics. Resorts in the
Catskill Mountains offer all types of
facilities for leisurely daytime sum-
mer activities and cocktail sipping
to top-flight entertainment at night.

Puerto Rico and the Virgin Is-
lands offer a different but equally
enticing environment. A spectacular
climate year round, endless
beaches, a tax-free port, and the
areas and 58,000 campsites. Even
in New York City, miles of concrete
are frequently interrupted by
parkland—37,000 acres in all. Am-
pie shoreline is provided by the St.
Lawrence River, Lakes Erie and
Ontario, and the entire perimeter of
Long Island. Inland, nearly 5,000
lakes dot the region which, along
with numerous rivers, provide a
breeding ground for hundreds of
types of fish. The State also boasts
the nation’s most massive water-
falls, led by the mighty Niagara,
which empties 180,000 tons of
water per minute.

lure of casinos have earned the
islands a reputation as one of the
foremost fun spots in the western
hemisphere.

The physical makeup of the
region has provided more than
scenic beauty and recreation. It has
been the most influential force in
shaping the region’s population
patterns and its vast industry and
commerce.

Hillside cabanas and beachfront apartments in Puerto Rico—tropical paradise for
many but just another audit site for us.
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Alive and Well
Economically

Although its image may have
become a bit tarnished in recent
years as a result of the emigration
of some large firms and New York
City’s financial problems, our re-
gion is still the nation’s economic
center and the world’s financial
capital. Its economic profile is as
diverse as its people and its
geography—manufacturing, fi-
nance, trade, agriculture, tourism,
and services are all well repre-
sented.

As might be expected, the ports
and waterways of New York were,
and still remain, the major source
of its economic vitality. The 578-
mile waterfront surrounding New
York Bay and the lower Hudson
River forms one of the best natural
harbors in the worid. The harbor,
and the Hudson River (navigable for
150 miles to Albany), make the city
a natural gateway. From the Hud-
son, access to Canada and the
Atlantic Ocean is provided by river
extensions, lakes, canals, and the
St. Lawrence Seaway. Most impor-
tantly, the linking of the Hudson
with the Great Lakes by the Erie
Canal provides an easy, inexpensive
route to the heartland of the
continent.

As the heart pumps nourishment
to the body, so does the port of
New York radiate its vitality through-
out the region. It is actually eight
ports in one, from which 13,000
ships depart each year. The port,
together with Kennedy Airport,
handles more cargo and passenger
traffic than any other U.S. point of
entry. Fully one-third of the nation’s
foreign trade moves by air, truck,
water, and rail through the port of
New York.

The region was slow to develop
economically during the colonial
period. For most of its early years,
it was overshadowed by Boston to
the north and Philadelphia to the
south. By 1830, however, the region
had attained a position of national
leadership in commerce which it
has never lost. Nurtured by the
region’s natural attributes, the in-
dustrial revolution gave rise to an
economic colossus unparalleled in
history. The presence of this phe-
nomenon is evidenced today by the
region’s front-runner role in virtually
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every sphere of economic activity.
Nearly one-fourth of Fortune’s
500 industrial giants, including
such corporations as Exxon, Mobil,
ITT, and RCA, are headquartered in
the New York region, many of them
concentrated in skyscrapers in a
few square miles of Manhattan. The
New York Stock Exchange was born
under a buttonwood tree in the late
17th century, just a short distance
from where it stands today. It has
spawned a financial empire which
includes two major stock exchanges
accounting for more than 90 percent
of all securities traded in the U.S.;
several commodity exchanges

whose daily activities affect com-
modity trading worldwide; and in-
numerable banking institutions,
domestic and foreign, which handle
more than $80 billion annually.
Complementing these mighty in-
stitutions are New York City’s small
businesses. There are 200,000 em-
ployers in the city, but the average
business, many of which are whole-
sale and retail trade establish-

ments, employs less than 25 peo-
ple. Retail sales amount to $13
billion each year. In New York, “|
can get it for you wholesale” is
more than a cliche. It is a way of life
accounting for $80 billion in sales
annually.

SUITS ’

| JACKETS!
PANTS
QVERCOATS!
TOP COATS

ik

Many New Yorkers like to display impressive labels. Many more prefer a bargain.
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The New York Region: The Apple Still Shines

While the region has experienced
somewhat of a decline in its manu-
facturing position, it still accounts
for about one-tenth of the nation’s
industrial output. New York City is
the third largest manufacturing
center in the country, its garment
and publishing industries being of
prime importance. The areas around
Albany, Binghamton, Buffalo,
Rochester, and Syracuse turn out a
myriad of products which could be
listed in a book the size of a small
city’'s telephone directory. Products
include everything from apparel to
aluminum, pharmaceuticals to
photographic equipment, and baby
food to B-52 components. New
Jersey has earned a reputation as
the nation's workshop. Aside from
its production of chemicals (first in

the nation), its companies spend
about 10 percent of the nation’s
research and development dollars.
There is even a modest mining
industry in the region owing to
valuable deposits of iron ore, talc,
zinc, and titanium in northern New
York State.

Services account for an ever-
increasing portion of the region’s
economy. New York City, for exam-
ple, is home to the three major tele-
vision networks and most of the
nation’s large advertising firms.

Amid this hubbub of industrial
and commercial activity is a very
significant agrarian economy. New
York ranks second in the U.S. in
dairy products and third in agricul-
tural products with some 46,000
farms producing $2 billion worth of
crops. Combined with New Jersey’s
7,000 farms, our region is a leading
producer of apples, cherries, poul-

try, cheese, eggs, and tomatoes.

New York's vast cultivation of wine
grapes makes it the second largest
wine producing State. It also pro-
duces more maple syrup than any
State except Vermont.

Of course, a huge labor force is
needed to support this economy.
New York’s non-farm employment
is about 7.2 million, led by com-
munity, social, and personal ser-
vices (1.6 miltion), manufacturing
(1.5 miltion), and wholesale/retail
trade (1.5 million). Employment in
New Jersey exceeds 3 million,
bringing the total for the area to
over 10 million people. As diverse

as it is large, the labor force
includes people employed in just
14

about every occupation imaginable,
and they are relatively well paid.
New York’s per capita income of
$8,267 ranks 14th among the States,
while New Jersey ranks 7th with a
per capita income of $8,818.

The economic and commercial
base of our region could not exist
without a large, quick, and efficient
transportation system. While it may
not always be quick and efficient,
the region’s system is certainly
extensive. Aside from waterways,
railroads, and a vast network of
highways, turnpikes, and parkways,
there are well over 600 airports, sea-
plane bases, and heliports to move

people and goods in, out, and
through the region.
One of the more interesting

transportation happenings takes
place every workday, when literally
millions of residents from New York
City and' the outlying suburbs
‘converge on Manhattan from all
directions. By rail, bus, auto, ferry,
and foot; over water, across bridge,
and through tunnel; commuters
mount their assault on the tiny
island, shoving and snarling their
way to their workplaces, interrup-
ting their trek only momentarily for
a few quick sips of coffee at a local
luncheonette. At some point in
their journey, most commuters use
the city subway system. This en-
gineering marvel, whose 760 miles
of track rise and dip from 180 feet
underground to 90 feet above-
ground, crisscrosses the city and
ties the core of the metropolis to
the nooks and crannies of its outer

~boroughs by carrying 3.5 million

people a day to work and back
home.

Just Folks — But Lots
of Them

What - about the people who
inhabit the region and helped build
its economic strength? New York
and New Jersey are two of the most
populous States, but the great
majority of the people tive on a frac-
tion of the land. About 90 percent of
the population live in urban areas.

New York City’s population
growth was heavily influenced by
its position as a leading harbor. The
port lured industry, trade, and
related business, and the newly-
created jobs caused crowded areas
to become even more crowded.

Similarly, waterways spawned the
larger upstate population centers—
Albany, toward the top of the
Hudson; Syracuse, Rochester, and
a number of smaller cities along the
Erie Canal; and Buffalo on Lake
Erie.

The New York City metropolitan
area, extending over a radius of
about 20 miles, accounts for 60
percent of the 25 million people
living in the region. The Albany and
Buffalo areas embrace two million
more. Elsewhere in New York, the
population density is smaller than
that of Wyoming. The northern area
of the State, for example, covers
more than one-fifth of the State, but
contains only two percent of the
population.

Where did New York’s population
come from? Many can trace their
American heritage back as far as
three centuries or more. These des-
cendants of the bhardy Dutch,
English, Scottish, and French who
first settled and civilized the region
remain today, providing a link be-
tween the region’s wild and woolly
past and the complexities of its
modern day life. But in the last 150
years, the population profile of the
region, especially New York City
and the surrounding area, has been
influenced mostly by immigration.

Probably no single phenomenon
characterizes New York more than
that of immigration. From its
beginnings, New York has played
receptionist, host, and comforter to
millions of foreign-born seeking to
escape poverty, famine, and perse-
cution. Wave after wave of re-
fugees—different faces with similar
stories—have entered the New
World through the port of New
York. - Some left for other parts of
the nation in search of the American
dream and were quickly absorbed
into the American melting pot, but
many others sought it here. Often
living in insular enclaves, com-
fortable only among others who
spoke in their tongue and under-
stood their customs, immigrants
and their descendants stamped
New York with a unique character
and vitality it still retains. Even
today, three million New Yorkers
speak English as a second lang-
uage or do not speak it at all.

The cycle continues. Where once
the huddled masses were primarily
European, latter-day newcomers
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hail from all corners of the earth—
South and Central America, eastern
Europe, the Mideast, the Far East,
the southern United States, and the
Caribbean Islands—bringing with
them the customs, hopes, and
dreams that continue to revitalize
and rejuvenate an otherwise aging
city.

A walk around town is the best
evidence of the glorious potpourri:
the garment center, where a strange
dialect of English, heavily laced
with Yiddish and Spanish phrases,
is spoken; the East Bronx, where all
holidays rank a distant second to
St. Patrick’s Day; Brighton Beach,
where policemen named Russo and
Schmidt speak Russian to residents
of “Little Odessa’; and a restaurant
called La Nueva China which, some
say, serves the best tacos east of
Texas.

Volumes have been written re-
counting the contributions of these
many groups to society. We would
be remiss if we failed to mention
one of the most obvious and
pleasurable contributions of which
New York has been the major bene-
ficiary—the spectacular variety of
cuisine which has made the city a
veritable palace of international
gourmet delights.

Culture, Culture, and
More Culture

Highbrows, lowbrows, and every-
one in between find plenty to suit
their cultural and entertainment
tastes in our region. Whether
attending the first exhibit of an
avant-garde painter at a Fifth Ave-
nue salon, squirming in a cramped
seat at an off-off-Broadway store-
front theater, or munching hot dogs
at Yankee Stadium, the spectrum of
cultural and entertainment activity
is unmatched. For the museum
buff, the opportunities are endless.
There are hundreds of museums
throughout the region, including
the Baseball Hall of Fame in
Cooperstown, N.Y. In New York
City, there seems to be a museum
for just about everything. Among
the larger and better known are the
Museum of Natural History, the
largest of its kind in the world; the
Brooklyn Museum, which boasts
the largest Egyptology collection in
the U.S.; and the Hayden Planetar-
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ium, where you can take a trip
through the solar system without
ever leaving your seat. Just as
fascinating are the American Muse-
um of Immigration, the New York
Jazz Museum, the Museum of
Broadcasting, the Doll and Toy
Museum, Museo del Barrio, the
Museum of the American Indian,
and the Songwriters’ Hall of Fame.

Fine art museums have become a
city trademark—the Metropolitan
Museum (the largest art museum in
the western hemisphere), the Muse-
um of Modern Art, and the Guggen-
heim, to name a few. Perhaps not

as well known, but certainly a local
favorite, is the Cloisters. Perched
on a hilltop in northern Manhattan,
the museum is a reproduction of a
medieval monastery replete with
Gregorian chant background music,
offering truly fantastic exhibits of
medieval art and artifacts.

If viewing museum art is not your
thing, or if you’d like to make a
purchase, then visit some of the
many indoor and outdoor art gal-
leries which abound in the region.
They cater to every conceivable
taste, from the ultra-modern of

Greenwich Village and Soho to the

New York’s magnificent cathedrals are well-known, but humble storefront churches

provide solace too.
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traditional and extravagantly ex-
pensive galleries of 57th Street,
where $100,000 price tags are not
uncommon. If you can’t find what
you’re looking for here, it probably
doesn’t exist. For a less expensive
alternative, merely walk around
town and be treated to an endless
variety of architecture ranging from
early Dutch colonial, to the gran-
deur of Grand Central Station, to
the art deco of Rockefeller Center.

A common sight in New York—the
co-existence of several generations
of buildings. Left, a modern office

building; center, a stately early
20th century structure; right, a
tenement, probably pre-1900.

Our region has long been a haven
for budding and accomplished writ-
ers and poets. This, coupled with
the presence of the nation’s major
publishing houses, has given New
York the leadership role in the world
of literature. Similarly, as evidenced
by the daily frenzy of activity along
Seventh Avenue, New York con-
tinues to be the nation’s fashion
trendsetter.

The performing arts, however,
give the region its preeminent
position in cultural affairs. New
York is the undisputed national
capital of theater, music, and
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dance. The Broadway theater is
world-renowned. At any given time
there are 25 to 30 first-rate musi-
cals, comedies, and dramas on
display; these survivors have met
with the approval of notoriously
tough New York audiences and
critics. But our region also offers
countless off-Broadway, off-off-
Broadway, and repertory theater
productions, often as enjoyable as
their Broadway counterparts and
much less expensive.

For the aesthete, there are num-
erous opera, ballet, and dance
companies. Whether classical or
modern, serious dance and music
such as that proferred by the New
York City Ballet, the Dance Theatre
of Harlem, and the New York Phil-
harmonic continue to be mainstays
of the area’s cultural life. Produc-
tions can be enjoved throughout
the region in such facilities as
Albany’s Empire State Plaza Con-
vention Center, the Saratoga Per-
forming Arts Center, and New York
City’s Lincoln Center, home of the
Metropolitan Opera, rivaled in fame
only by Milan’s La Scala.

It’s Not All Rosy

The region’s size and diversity
offer many advantages, but also
help to create enormous and com-
plex problems. As with much of the
northeast, New York and New

Jersey have experienced a sus-
tained period of economic stagna-
tion. This, coupled with inflation,
has aggravated already existing
problems such as unemployment,
deteriorating housing, overcrowded
mass transit systems, crime, and
drug abuse. The situation is partic-
ularly acute in the cities of the
region. New York’s South Bronx,
for example, has become a national
symbol of urban decay. We have
come to realize that the advantages
and positive aspects of life which
make the region distinct go hand-
in-hand with other distinctions on
the dubious side.

During the past 10 years, New
York has shown the sharpest de-
cline of any State in per capita
income compared to the national
average. New Jersey has not been
far behind. Similarly, New York’s
unemployment rate is well above
the national average and the State
ranks third in the nation in the
number of low-income residents.
The severity of these problems
takes on more significance when
viewed in the context of the day-to-
day difficulties faced by the citizens
and localities of the region. A
sample of New York City’s prob-
lems gives an idea of the rough
seas the region is traveling.

e About 60 percent of the
city’s housing is more than
40 years old.

| PHH L{ARMONIC SYMPt
SOCIFTY OF N.X

practice.”

. Tourist to New Yorker: “How do | get to Carnegie Hall?” Reply: “Practice, practice,
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There’s no place like home. And home in New York can be acomfortable dwelling in
Brooklyn or a crowded tenement in Manhattan.

¢ Half of the nation’s heroin
addicts are in the city.

¢ The city’s social service bud-
get is $2.7 billion, including
almost $1.5 billion for in-
come maintenance.

¢ Police receive more than six
million emergency calls an-
nually, or a call every 5
seconds.

¢ More than half of the child-

ren in the city’s public
schools read below their
grade level.
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Government, particularly at the
Federal level, has been playing an
increasingly active role in attempt-
ing to combat the region’s prob-
lems. In fiscal year 1979, for
example, about $37 billion in Feder-
al funds were distributed to New
York while New Jersey received
about $12.7 billion. New York
ranked second in terms of total
Federal distributions to the States
and ranked either first or second in
monies received in such areas as
agriculture, commerce and housing
credit, transportation, community

development, health, income secur-
ity, veterans’ benefits, education,
employment, and social services.
Additionally, there are about
163,000 civilian Federal employees
in New York.

Needless to say, money and a
large bureaucracy do not make
problems go away. As we in GAO
know so well, resources must be
used intelligently and effectively if
the huge Federal investment in
social and economic programs is to
make any significant contribution
in alleviating national and regional
ills. That's where we enter the
picture.

Our Past, Present,
and Future

There has been a GAO presence
in New York for about 30 years. Al-
though the main office has always
been located in New York, over the
years we have had satellite offices
in Syracuse, Schenectady, and
Long Island as the workload of the
various eras dictated. More re-
cently, the Albany sublocation was
established in the State capital in
response to the growing emphasis
on reviewing grants to States.
Today, the regional office is located
in .the Federal building in lower
Manhattan. The building itself is
the second largest Federal office
building after the Pentagon. GAO’s
quarters are on the top (41st) floor
looking out over—literally and sym-
bolically—the hub of the region and
the Government activity therein.

Like GAO in general, we in the
New York region have witnessed
dramatic changes in the nature of
the work we do and the types of
people we have doing it. And, like
other regional offices, our workload
has been influenced by the prob-
lems, trends, and nuances of the
region we oversee. As might be
expected, over the past several
years we have been heavily and
continuously involved in work deal-
ing with income security, health,
law enforcement, energy, environ-
mental problems, mass transit, and
manpower and employment train-
ing programs. While these have
formed the staples of our workload,
we have also played a prominent
part in several of the largest assign-
ments undertaken by GAO. For
example, over a 3-year period we
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devoted considerable resources to
monitoring the ability of New York
City to repay the Federal loans
which saved it from bankruptcy. We
were also heavily involved in the
now famous review of the Summer
Program for Economically Disad-
vantaged Youth, which was featured
on “60 Minutes.” Although we
played a supporting role in the tele-
cast, we had the starring (lead
region) role in managing the job.
Currently, we are (and, for the past
2 years, have been) involved in one
of the most challenging assign-
ments GAO has ever undertaken—
an assessment of the effect of
statehood on Puerto Rico.

Our contributions to GAO have
not been limited to audit and review
activities. Over the years the re-
gional office has developed an ex-
pertise in such support functions as
recruiting, training, and career de-

- velopment. Our 3-year orientation
and training program, for example,
was the first of its kind in GAO, and
provided numerous staff members
with a solid foundation in audit
concepts and practices. We were
also the first regional office to
develop a formal and comprehen-
sive staff handbook, collecting and
interpreting GAO’s national policies
for regionwide application.

The people who make the re-
gional office tick reflect the diver-
sity of the region. On the average,
we are 33 years old and have 8 years
of GAO experience. But after age

and experience, there are no aver- .

ages in the variety of backgrounds
and interests represented in the
office. ) L .

We were born in 13 States and six
foreign countries. About one-fourth
of us have advanced degrees. While

accountants are still in the majority,

at least 15 other disciplines—from
management to microbiology—are
represented among our educationat
credentials. Aside from English, we
are proficient in nine foreign lan-
guages and can stumble along in
several others. '

In line with the immigrant char-
acter of the region we serve, most
of our staff members claim not too
distant descent from ancestors
across the seas, from the South,
and from the Caribbean. No less
than 20 different ethnic back-
grounds are represented among the
people in the office. Each exhibits
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pride in his or her own heritage and
a genuine interest in and respect for
the heritages of others. Most
importantly, we bring to our work
an understanding of the problems
faced by many of these groups as
they interface with Government
programs affecting them. After all,
we are not too many generations

. removed from these problems our-

selves.

As our backgrounds differ, so do
our personalities. We are, at one
time or another, cantankerous,
sweet, excitable, blase, vengeful,
forgiving, argumentative, and ac-

commodating. But always, we are
committed to GAQO’s purpose and
mindful of our responsibilities to
the taxpayers.

What of the future? In view of the
trends the region has been exper-
iencing, it appears that our con-
centration on work dealing with
social and economic programs will
continue. And, as always, we will
strive to improve our ability to
effectively fulfill GAO’s objectives.
Let's let the NYRO management
team tell us in what directions they
believe we should be moving.
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Chuck Forbes
Regional Manager

“We will, in. the future, be even
more heavily committed to evalua-
ting social service programs. | think
we have made very positive contri-
butions in the food and nutrition
area, especially in food stamps and
child care. These will continue to be
addressed because of the concen-
tration of recipients in the region. |
also foresee an expanded effort in
mass transportation, environmental
programs, and weapons procure-
ent.”

Val Tomicich
Assistant Regional Manager

“Of recent vintage, we have become
involved in programs which focus
on the elderly population and their
varied concerns. We expect to con-
tinue to work on activities invoiving
the aged because we do have one of
the largest concentrations of elderly
in the country and because of their
problems are getting greater atten-
tion, especially as they are fast
becoming a demanding and vocal
political power in America.”
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Tom McQuillan
Assistant Regional Manager

“NYROQO’s primary management ob-
jective has been to perform all of its
functions effectively, economically,
and promptly. Our management
staff is currently focusing on prob-
lems that need to be solved in order
to achieve results that will motivate
the staff to continue contributing to
GAOQ’s mission in the most effective
manner.” '

Jim Carlan
Assistant Regional Manager

“NYRO has been and will continue
to be heavily involved in income se-
curity work. | would also expect
that with the administration’s in-
creased emphasis on military pre-
paredness and GAO’s interest in
areas where we can help reduce the
budget, NYRO will be increasingly
in defense contract au-
dits.”

George Anthony
Assistant Regional Manager

“The New York regional office
should develop its planning capa-
bility to more effectively interface
with GAO’s program planning sys-
tem. This is crucial if New York is to
do the work that it ought to be
doing, and absolutely imperative if
we are to develop our auditors to
their maximum potential.”

If you've gathered that we're
enthusiastic about the region we
live in and the work we do, you're
right. And if reading this has
generated some enthusiasm (or at
least curiosity) on your part, then
come and join the 20 million people
who visit us every year, and depart
with a good feeling.
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New York
at the Core

The typical person in the New York region is ... an obnoxious
attorney from Queens who chases ambulances ... a dancer, newly
arrived from Youngstown, Ohio, surviving on spaghetti and granola
while waiting for the big break ... an insurance salesman in Teaneck
with 2.3 kids, a mortgage, a potbelly, and 14 unsuccessful attempts
to quit smoking ... a mediocre sculptor in Greenwich Village waiting
to be discovered ... a secretary in Binghamton skimping on lunches
to pay for a Caribbean vacation ... a three-card-monte dealer who’s
perfected the art of keeping one eye on the cards and the other on the
cops ... a dedicated member of the Ukranian Liberation Front ... a
retired longshoreman who reminisces about better days on the
Brooklyn docks.

The 10 tallest buildings in N.Y.C., stacked one on top of each other,
would reach to more than one-third the height of Mt. Everest ...
N.Y.C. subway tracks laid end to end would reach as far as Chicago
... N.Y.C.’s public school system has more pupils than the popula-
tions of Boston, Dallas, or San Francisco ... Eighty percent of all
diamonds in the U.S. are bought and sold along a single street in
N.Y.C. . . .nearly 200,000 tons of copper can be found under N.Y.C.'s
streets, in the form of electric cables . . . all of N.Y.C.’s streets laid end to
end would reach to Los Angeles and back . .. the New York Public Library,
the second largest library in the U.S., contains 9 million volumes and 10
million manuscripts.

The population of metropolitan New York equals that of the least
populous 17 States combined ... New Jersey is the most densely
populated of the States ... If Alaska had the population density of
Manhattan, the smallest county in the U.S., it would have 39 billion
people ... West New York, New Jersey is the most densely populated
city in the U.S. ... New Jersey has the largest number of scientists
and engineers per capita in the U.S. ... New York is the nation’s
largest skiing State ... Farmland per acre in New Jersey is the most
valuable in the U.S. ... One-third of all clams harvested in the U.S.
come from New Jersey waters ... One-third of the books published in
the U.S. are published in N.Y.C. ... The New York State Thruway is
the world’s largest toll highway at 559 miles ... Buffalo mills more
grain than any city in the world.
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THE FIRST ... organized baseball game was played in Hoboken, N.J.
in 1846 ... petroleum was welled in Cuba, N.Y. in 1627 ... film capital
of the world was Fort Lee, N.J. ... sports trophy in America was
presented to the winner of a horse race on Long Island in 1668 ...
regular mounted mail service began between New York and Boston in
1673 ... American synagogue was built in N.Y.C. in 1728 ... Indian
reservation was established in N.J. in 1758 ... natural gas produced
in the U.S. was at Fredonia, N.Y. in 1821 ... safety pin and tea bag
were used in N.Y. ... underwater vehicular tunnel in the U.S., the
Holland Tunnel, was built in 1928.

The typical person in the New York region ... is a resident of Utica
who thinks everybody from New York City is a wiseguy ... is a
resident of the Bronx who thinks everyone from upstate is a bumpkin
... blows $50 or $60 at Aqueduct on Saturday and scours Orchard
Street for bargains on Sunday ... never goes to church but takes
comfort that others do ... knows what “six for five” means ... sends
the kids to the Central Park Zoo in the daytime, but warns them never
to go there at night ... never stops rooting for the Giants and other
hopeless causes ... is surprised to hear that Canada is a foreign
country ... dreams of owning a racehorse ... attends as many of the
523 annual parades in the city as possible.

About one-third of all the battles of the Revolutionary War, including
the battle of Saratoga, the war’s turning point, were fought in New
York ... Albany was a well-established trading post years before the
Mayflower arrived ... Even before the Revolutionary War, four major
wars were fought in New York ... Adirondack Park comprises 20 per-
cent of New York State’s land and is three times the size of Yellow-
stone National Park ... The highest point above sea level on the
eastern coastline is in New York City ... Peter Stuyvesant, the peg-
legged Dutch governor of New Amsterdam, is buried in New York but
one of his legs is buried in Curacao ... In Greenwich Village, it is
possible to stand on West 4th Street and West 13th Street at the
same time ... Billy the Kid, Mary Tyler Moore, Thomas Edison, Al
Capone, Grandma Moses, and Uncle Sam all hailed from the New
York region.

NEW YORK CITY ... is the largest Jewish city in the world ... is the
largest.Italian city in the U.S. ... has more blacks than any city in the
world ... has the largest Norwegian and Finnish communities in the
U.S. outside of Minnesota ... is the largest Greek city in the U.S. ...
has more Germans than Bonn ... has more native-born Irish than four
of Ireland’s largest counties ... the region is the home of one-fourth
of the nation’s residents of foreign stock, and includes half of the
Spanish-speaking persons in the U.S., and more than one-fifth of all
Chinese Americans.
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Eric P. Berezin

Mr. Berezin is a pre-law student at the
American University, and is participating in
GAO’s co-op program as a claims adjudi-
cator in the Claims Group—Financial and
General Management Studies Division. He
has appeared on the Dean'’s List throughout
his college career, is a member of the na-
tional honor society Pi Alpha Alpha, and is a
member of AU’'s soccer team.
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A History of the
Claims Division

Editor’'s Note: As the Claims Division
prepared to merge with GAO’s Financial
and General Management Studies Division,
Director Danie! Leary thought an article on
its history would be appropriate. As co-op
student Eric Berezin began to research the
topic, it became clear that this had not been
pulled together before, and he faced a real
challenge. Although the division's files and
the Library of Congress yielded much infor-
mation, many GAO staff and former officials
contributed to the wealth of information
contained in this article. Special thanks go
to former Deputy Comptroller General
Robert F. Keller and Former Assistant
Comptroller General Frank Weitzel, who
unselfishly searched their memories for in-
put.

There is created an establish-
ment of the Government to be
known as the General Account-
ing Office which shall be inde-
pendent of the executive de-
partments and under the direc-
tion of the Comptroller General
of the United States.’

One of the most important re-
sponsibilities vested in the General
Accounting Office (GAO) by the
1921 Budget and Accounting Act
was that which pertains to settling
claims for and against the U.S.
Government.

Although this responsibility has
been with the GAO since its incep-
tion in 1921, the work in this area
has changed dramatically through
the years. Some of these changes
have reflected the history of the
times, while others bear a more
personal imprint of a particular
Comptroller General.

The nature of the claims work has
shifted drastically in the last decade
so that the focus is now on over-
seeing the claims activities in
agencies rather than directly hand-
ling most claims at GAO. With this
in mind, on March 9, 1980, Comp-
troller General Staats made the
Claims Division a major component
of the Financial and General Man-
agement Studies Division, which
performs parallel oversight func-
tions for agency accounting sys-
tems.

It is now particularly appropriate
to try to capture the history of what
was the General Accounting Of-

fice’s oldest division. To do this
adequately requires a multifaceted
approach which examines the divi-
sion’s structure and workioad, the
people who influenced its history,
and the changing roles of the rest of
the GAO. Given the scope of this
task, it is perhaps best to begin
with some background on the
overall claims process.

Pre-GAO Claims
Scttiement

The earliest concept for estab-
lishing a claims function in the
Federal Government can be traced
to September 2, 1789, when Presi-
dent George Washington signed a
bill forming the Treasury Depart-
ment. The law established a Comp-
troller of the Treasury who was
responsible for supervising “the ad-
justment and preservation of public
accounts,”? and hearing all appeals
submitted by those who were
dissatisfied with the decisions of
the Treasury Department on their
claims.

On March 3, 1817, President
James Madison signed into law an
act which required that public
accounts be promptly examined
and settled. Much of the language
found in section 305 of the 1921
Budget and Accounting Act can be
traced to this date. The act estab-
lished a second Comptroller, who
was to divide with the first Comp-
troller the responsibilities for over-
seeing all Government activities.
Yet it was the first Comptroller who
was authorized to superintend “the
recovery of all debts ..., and to take
all such measures as may be
authorized by laws, to enforce
prompt payment of all debts to the
United States.”™

Following the implementation of
this act, there was a great deal of
disagreement as to whether or not
the President, or a department
head, could alter the decisions of
the Comptrolier of the Treasury.
The issue was settled in 1823 by the
passage of a bill vesting such
authority solely in the courts and
the Congress. Referred to as the
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“power of finality,” this concept
was later incorporated - into the
Dockery Act and remains as one of
the underlying principles in the
General Accounting Office.

The Dockery Act, passed in 1894,
represents the last major act per-
taining to the claims function pre-
ceding the 1921 Budget and Ac-
counting Act. The ramifications of
the act evolved from the findings
made by the Dockery-Cockrell Con-
gressional Commission which in-
vestigated the laws guiding and the
efficiency of the executive depart-
ments. A provision of particular
interest is that which authorized the
Comptroller of the Treasury to
“superintend the recovery of all
debts finally certified to them to be
due the United States.”* An addi-
tional provision eliminated the large
number of Comptrollers who had
been appointed through earlier
statutes and replaced them with
one Comptroller, who was to direct
the entire department.

Under this Comptroller were six
auditors in charge of auditing par-
ticular department accounts and
assuring compliance on all con-
tracts to which the Government was

a party. The Comptroller was given
the power to provide decisions to
the various departments when re-
quested, and he retained the power
of finality granted to him by the
1823 act.

In essence, this act and those
preceding it worked toward estab-
lishing a centralized system for
auditing and financing the Federal
Government, and overseeing its
activities. This trend towards cen-
tralization culminated with the en-
actment of the Budget and Ac-
counting Act, effective June 10,
1921.

This act provided for two primary
functions: a budgeting system for
the United States Government, and
an independent audit of Govern-
ment activities. Section 305 of the
act amended section 236 of the
Revised Statutes and provided that
“all claims and demands whatever
by the Government of the United
States or against it, and all ac-
counts whatever in which the Gov-
ernment of the United States is
concerned, either as debtor or cred-
itor, shall be settled and adjusted in
the General Accounting Office.”®

At first glance it would appear

A History of the Claims Division

that GAO has been vested with a
responsibility of enormous mag-
nitude. This is true, but from a
claims perspective there are numer-
ous laws and regulations which
limit the cases submitted by the
executive agencies to GAO. It is
these laws and regulations which
have proven so influential in altering
the work handled by the Claims
Division for over half a century.
These changes have affected the
division’s population; they have
given rise to a unique relationship
between Claims and GAQO’s examin-
ation of transportation transac-
tions; they have both negatively and
positively affected the atmosphere
within and the attitude of those
working in Claims. It is these
changes in particular which will
now be traced in conjunction with
the changing roles and trends of the
entire General Accounting Office.

Early Division History

The 1921 Budget and Accounting
Act gave the Comptroller General
all of the auditing-related duties
and responsibilities formerly vested
in the Comptroller of the Treasury

The Claims Division and the Office of General Counsel were two of the most sought after places of GAO employment in the

1940’s.
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and the six auditors. Among these
transferred tasks was the authority
to examine and settle claims for
and against the U.S. Government.

On July 1,1921, President Warren
G. Harding appointed John Ray-
mond McCarl the first Comptroller
General of the United States and
Lurtin R. Ginn the first Assistant
Comptrolier. McCarl nurtured his
new agency with parental care and
protection, yet also directed it with
a strong hand. According to some,
“McCarl ... is reputed to have been
a strict disciplinarian.”® For exam-
ple, McCarl relied on a bell to signal
his employees when to begin work,
go to lunch, or when to leave for the
day. He demanded that the proce-
dures and functions of the agency
conform at all times to the exact
letter of the law. And he stressed
that his staff be punctual and
meticulous, and from this, efficien-
cy and productivity would evolve.
Mr. McCarl also required that every
voucher be individually scrutinized,
and that claims ‘examiners con-
stantly be cognizant of things
which might reveal negligence or
mishandling on the part of the
administrative officer who for-

warded the voucher to GAO. In the
event of such an occurrence, the
voucher would be returned to the
agency with instructions that all
uncertainties be clarified. Although
later criticized as being too slow
and inefficient to handle the grow-
ing caseload, McCarl believed that
these procedures were the best way
for the agency to establish itself
and for it to attain legitimacy and
respect fromi the executive agencies
and other Government offices.

McCarl also felt that the agency’s
efficiency could be enhanced if it
adhered to more standardized and
consistent operational procedures.
In conjunction with this, he estab-
lished the divisions according to
their responsibilities, regardless of
the work’s point of origin. This
policy promoted the merger, in
1923, of the Navy and Army depart-
ments into a Mititary Division, and
the work from the numerous non-
military departments into a Civil
Division. The cases submitted to
the Civil Division originated in the
Justice, Commerce, Interior, Agri-
culture, and Treasury Departments,
the White House, the Congress,
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Supreme Court, Government Print-
ing Office, Interstate Commerce
Commission, and all other indepen-
dent agencies. Eventually,-the Mili-
tary Division would also incorporate
the casework from the United
States Veterans Bureau.

In accordance with the everpres-
ent desire for “efficiency, econo-
my and control”” within the Govern-
ment, and in addition to McCarl’s
personal desire for standardization
and consistency, the Civil and
Military Divisions were merged on
December 1, 1923 to form the
Claims Division. Thus, Claims took
charge of settling ail claims except
those from the Post Office Depart-
ment and those settled by the
Transportation Division. In his 1924
Annual Report, Mr. McCarl indi-
cated that, “There is a decided
advantage in having all claims
settled in one division immediately
upon receipt of proper supporting
evidence.””

From 1923 until 1926, Claims
functioned as a separate division
under the direction of W.S. Dew-
hirst, the first chief of the Claims
Division. In 1926, McCarl’s policy of
standardization and consistency
collaborated with the desire for
“economy and efficiency” once
again, this time resulting in the
merger of the Transportation Divi-
sion with the Claims Division. This
initial merger would remain intact
for 22 years.

The Beginning of
Change

The Depression era brought many
changes to GAO. These were re-
flected primarily in the number of
people employed and the scope of
work being forwarded to the agen-
cy. More people than usual were
now hired to help combat .the
increased caseload caused by the
New Deal programs and the Emer-
gency. Relief Acts. Secondly, GAO,
like most Federal agencies, hired
excessively to help offset the large
number of layoffs occurring in the
private sector. Initially these work-
ers, referred to as Emergency Order
(EO) employees, were hired to work
just for the duration of the Depres-
sion, yet many remained with the
agency after the Depression had
ended. '

The First To Influence
Claims

Being the first Comptroller Gen-
eral, Mr. McCarl naturally influ-
enced the formation of the agency
and its organization during the early
years. But David Neumann is prob-
ably the first to have had a true
effect on the Claims Division. Mr.
Neumann took over as chief of
Claims following the retirement of
W.S. Dewhirst in 1931, and served
until his death in November 1945,
Being a lawyer, Mr. Neumann tried
to recruit as many lawyers to work
in Claims Division as possible, and
he attained relative success for a
number of years. Neumann helped
to give Claims, along with the
Office of General Counsel, the
reputation of being one of the most
prestigious places of employment
for law school graduates. To help
perpetuate this, the division institu-
ted a mandatory requirement that,
to be eligible to work in the contract
section, one had to have a law
degree. As an added bonus, those
in the contract section were
awarded grade 9, whereas those in
the civil and military sections were
either grades 7, 8, or 9. The agency
explained this discrepancy by con-
tending that the military and civil
claims work was easier and less
demanding than the contract work.

Towards the end of his tenure as
chief, Neumann was having diffi-
culty enticing young lawyers to
work in the Claims Division. Rather,
many of them opted for the Office
of General Counsel or entered into

private practice. In a final attempt

to maintain the “elitist” reputation,
the division sent some of the
employees working in the clerical
section to law school to take some
courses in contract law, with the
promise that they would then be
eligible to receive promotions to
examiner positions.

It is interesting to note how many
GAO employees began their GAO
careers in the Claims Division and
then moved up to assume top
positions. Two of the most notable
examples are Robert F. Keller and
Frank H. Weitzel. Both came to
Claims at a very young age, worked
up through the legal office, and
concluded their illustrious careers
by serving as Deputy Comptrollers
General.’ In addition, there have
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A view of the lawyers’ room in GAO headquarters, 1939.

been numerous attorneys in the
Office of General Counsel who
-began their careers with GAQO in the
Claims Division.

The 1940°’s — A Decade
of Change

As is readily evident, the General
Accounting Office is an agency
which has wundergone constant
change and refinement. Even today,
this is a distinct characteristic of
GAO. Yet if one were to single out
any particular period when change
in the Claims Division proved to be
most influential, it was during the
1940’s, especially after the conclu-
sion of World War Il.

Beginning in the early 1940’s, the
divergency in the types of work and
the number of claims being submit-
ted to GAO increased tremendous-
ly. Naturally, the crux of the work
was war-related and the Claims
Division received much of it. Many
of these increases initially stemmed
from the fact that during World War
| and immediately following its
conclusion, the Government pro-
vided increased compensation for
Government employees. This fact
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was known to both the employees
and the administrators, and except
for a few particular cases, everyone
received their compensation. Yet
many people felt as if they still
deserved some remuneration and
they continued to flood GAO with
these kinds of cases. As a result,
GAO recommended that the Con-
gress pass legislation limiting the
amount of time claimants could file
on such issues with GAO. It was
decided that people had 6 months
from the effective date of the act
(August 10, 1939) in which to file.

Around January 1940, just weeks
before the deadline for filing was
reached, an article appeared in a
Washington, D.C. newspaper tell-
ing the people that claims with the
Government pertaining to compen-
sation should be filed with GAO
immediately. Eventually, this article
appeared around the country, re-
sulting in an additional 16,000
cases submitted to GAO.

As a result of this, and instances
similar to it, the Congress passed
the Barring Act in October 1940.
This act established a 10-year
period for submitting claims to
GAOQ; anything submitted after the

A History of the Claims Division

10-year period was forever barred
from consideration.

A major change for all of GAO
occurred when Mr. McCarl retired in
1936. Fred Brown served as interim
Comptroller General from 1939 to
1940, when Lindsay C. Warren re-
placed him. While in office, Mr.
Warren did a great deal to alter
GAO’s direction and to reassess
and reformulate the goals and oper-
ational procedures of the entire
agency. As he stated in 1942, the
war “affected directly or indirectly
practically every branch of the work
performed by the General Account-
ing Office.”"®

The role of women was affected
by the war in that they assumed
more prestigious and financially re-
warding positions. The scope and
direction of the work changed
dramatically, as did the ways the
work was done, and the number of
GAO employees fluctuated tremen-
dously during the mid-1940’s. But
probably the most important event
was that the seed for onsite field
auditing was planted.

Regarding the employment as-
pect, it is interesting to examine
employment figures during this
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period. In 1936, there was a total of
4,440 GAO employees, 408 of

~whom were in the Claims Divi-

sion.'" In 1946, this total more than
tripled to reach the all-time high of
14,904,"* and in 1947, the number
dipped to approximately 11,000. '

According to the Assistant Comp-

troller at this time, Frank Yates, the
reduction in 1947 was made volun-
tarily. In a 1947 radio interview, Mr.
Yates explained that it had become
an almost unwritten GAO policy to
return a portion of their appropria-
tions at the conclusion of each
fiscal year. He mentioned that as
the watchdogs and overseers of the
Government, it was GAO’s respon-
sibility to set a good example by
applying their funds only to neces-
sities. In Mr. Warren’s mind, 14,904
people were not a necessity.

Impact of Change on
Claims

The 1940’s also affected the
Claims Division internally and in its
relationship with its transportation
function. In November 1945, A.
Banks Thomas took over as chief of
claims following the death of Mr.
Neumann. The chief of the division
was assisted by the assistant chief
and the administrative officer. It
was the assistant chief’s responsi-
bility fo oversee the activities of the
Civil and Military Subdivisions and
the Indian Tribal section.

The Civil Subdivision had a civil
review section, which reviewed the
decisions reached on all of the
cases in the section; a contract
section; a postal claims section;
and a miscellaneous section, which
handled those cases not otherwise
assigned to any other section (i.e.,
those involving the relief acts or
accounts of the United States Com-
missioners).

The Military Subdivision included
a military review section, an Army
section, which examined claims for
the Army and Air Force, and a Navy
section. The Indian Tribal section
prepared detailed reports and of-
fered recommendations pertaining
to the legislation or actions avail-
able to settle discrepancies be-
tween the United States and bands,
tribes, or groups of Indians. This
section also compiled and main-
tained accurate data on the fiscal
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transactions which transpired be-
tween the parties.

To help war veterans reassimilate
into society, the Veterans’ Adminis-
tration began to provide them with
low interest loans. This precipitated
the need for a debt section,
because many of the recipients
would either apply this money to
things not allowable by the Veter-
ans’ Administration or would fail to
pay the money back on time.

By 1951, the internal structure of
the Claims Division was changing,
and this debt section was just one
illustration of the change. A debt
section was established in St.
Louis, Missouri, to examine all
cases involving the claims levied
against ‘members of the Air Force
and Army who received overpay-
ments on their family allowances.
Shortly thereafter, a debt section
was formed in Cleveland, Ohio, to
handle those cases originating in
the Navy Department. By the end of
1951, the contract section and the
miscellaneous section in the Civil
Subdivision had merged, as did the
Army and Navy sections in the
Military Subdivision. In addition,
various support units of each sub-
division were either revised or
abolished.

It is difficult to pinpoint the exact
reasons for these changes, but they
may have materialized as a result of
the statement Comptroller General
Warren made in 1949, that “all
operations in the General Account-
ing Office not essential to the
effective exercise of its audit and
control responsibilities which
are not specifically required by law
will be eliminated as rapidly as
possibie.”* In light of this, it
appears that Claims was destined
to undergo more changes. The field
office in St. Louis moved to Indian-
apolis, where the. Army Finance
Center housed most of the military
records. A debt section was estab-
lished in GAO’s Washington head-
quarters, and was responsible for
taking action on military and civil
matters, contracts, and other re-
Jated issues not specifically as-
signed to a field office. The Wash-
ington office was also in charge of
adjudicating bankruptcy cases and
those involving deceased persons.

Beginning in 1956, a large num-
ber of field offices were either
eliminated or relocated. As a result

of GAO Order 2.4, effective October
30, 1956, the Claims Division was
formally comprised of a Payment
Branch and a Debt Branch. In
addition, the titles chief and as-
sistant chief were replaced by
director and deputy director, re-
spectively. The first man to assume
the new title of director was Law-
rence V. Denny, succeeding Mr.
Thomas who retired in 1957.

As part of the relocation trend, on
February 28, 1965, the Indian Tribal
section was shifted to the General
Services Administration, under the
direct supervision of the National
Archives and Records Service. This
transfer was made because Comp-
troller General Joseph Campbell
felt that the Indian Tribal section
performed a function which was
more like that of an executive
branch, and not a legislative one.

On June 30, 1967, the Indianapo-
lis field office was closed and the
Washington headquarters assumed
the remainder of the work once per-
formed there. The majority of
employees from Indianapolis either
came to Washington or took jobs
with other Government agencies.
From this point on, most of the
changes in the Claims Division
were geared towards the nature of
the work the division would do, and
what work it would return to the
executive agencies.

The Separation of
Claims and
Transportation

One of the problems confronting
the GAO in the mid-1940’s was a
substantial decline in the number of
skilled and experienced personnel.
This was primarily attributed to the
fact that most of the men who
served in these specialized areas
joined the military. The initial
decline in this group of specialized
workers was probably the underly-
ing cause for the excessive number
of overpayments made on the trans-
portation vouchers submitted dur-
ing 1945-1947. Because of the
overload in war-related transporta-
tion cases, the people working in
the transportation section were
having difficulty maintaining the
flow of work. As the situation
worsened, Mr. Warren was forced
to implement alternative voucher
examining procedures, for he was
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informed by his advisors that if
these measures were not adopted,
it would take 10 to 12 years to
complete the claims audit work.
These alternative measures entailed
a more superficial investigation of
the transportation vouchers.
Shortly after World War |l ended,
a memo was circulated throughout
GAO saying there would be a reduc-
tion in personnel. Infuriated by this,
a group of people working in the
transportation section went to Cap-
itol Hill and explained that they had
inadequately examined the vouch-
ers for 2 years. This prompted a test
reaudit of a segment of the pay-
ments made on transportation
vouchers. The survey revealed over-
payments amounting to more than
$100 miliion, almost exclusively on
bills of lading audited from October
1, 1945, through June 30, 1947."°

Congressman Porter Hardy Jr.’s
subcommittee of the Committee on
Expenditures in the Executive De-
partments (later renamed the Com-
mittee on Government Operations)
had conducted the survey, and their
conclusions induced Mr. Warren to
issue GAO Order 81 on April 30,
1948, separating the transportation
section from the Claims Division
effective May 2, 1948. Warren's
main reason for ordering the separ-
ation was to “concentrate in one
division the work of settling claims
by or against the United States in-
volving charges for common carrier
transportation and auditing vouch-
ers ... for the account of the United
States.”’® This meant that the
newly reestablished Transportation
Division was to concentrate entirely
on reauditing the vouchers from the
war and to make setoffs, when pos-
sible, to help compensate for the
overpayments (a setoff occurs when
a person is in debt to the United
States Government and is then
owed money on another, unrelated
transaction. The amount owed to
the individual by the Government
will be withheld in an effort to
balance out the individual’s earlier
debt).

Mr. Warren Versus
Myr. Mosley

As indicated earlier, it was a
Claims Division policy in the 1930’s
and early 1940’s to require one to
have a law degree to be eligible to
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Until 1951, GAO was located in the Pension Building. Here, examiners are following
Mr. McCarl’s orders that vouchers be carefully and individually scrutinized.

work in the contract section. In
1948, Glen Mosley was one of those
employed in the division’s contract
section, and it was his contention
that since lawyers were required to
go through the extra years of
schooling, they were entitled to
earn more money and a higher
grade classification.

Prior to the GS pay schedule, the
Civil Service Commission used
three different job classifications.
The “CAF” encompassed all those
doing clerical work, the “CU” for
those doing custodial work, and
“P” for those in the professional
ranks. Initially, Mosley’s request for

a job reclassification was denied by
the Civil Service Commission. But
after months of arduous lobbying,
the Commission finally ruled in
Mosley’s behalf, elevating him to a
P-4, which was the equivalent to the
present GS-11 grade. Examiners
were promoted to GS-10 positions.

Lindsay Warren, Comptroller
General during this time, refused to
comply with the Commission’s
decision, asserting that it was fab-
ricated and invalid. Mosley argued
that the Comptroller General had no
legal authority to reverse the deci-
sion and the case went to the
District Court on appeal. The court
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decided that the decisions were to
remain, and handed down a man-
damus reversing Mr. Warren’s re-
fusal to comply with the Civil
Service Commission. Thus, as of
July 20, 1948, all reviewers were
promoted to a P-4. In October 1948,
adjudicators filed for and were
granted increases from GS-9 to
GS-10, and in 1957, reviewers were
promoted to GS-12 and examiners
to GS-11. (The same law in July
1949 consolidated the P, CAF, and
CU grades into the GS series
presently employed by all Govern-
ment agencies.)

The outcome of Mosley’s crusade
for the job reclassification was
naturally advantageous as it in-
creased employees’ financial posi-
tions and their status. But a more
important outcome resulting from
the District Court’s decision was
the end of many years of despair
and indifference those in the divi-
sion felt towards their work, their
agency, and themselves. These
feelings grew from numerous lay-
offs made after the war, and from
the lack of promotions granted in
the division for a number of years.

Civilian employees were laid off
after the war for several reasons.
Mr. Warren ffrmly believed that with
new procedures being implement-
ed, or procedures which he
planned to implement, there was
no need for a large staff. Another
reason for low morale was that war
veterans were given job priority.
Only after the veterans had been
placed could nonveterans be hired.

Lindsay C. Warren:
The Innovator

Lindsay C. Warren assumed the
post of Comptroller General on
November 1, 1940, succeeding in-
terim Comptroller General Fred
Brown. Until that time, GAO was
primarily a centrally-structured
agency which conducted most of
its work in the Washington, D.C.
headquarters. Although there were
various field offices throughout the
United States, they played a rela-
tively small role.

It became apparent to Warren
that there was a need to transform
the structure of the agency in view
of its ever-expanding scope of work
and the increased expenditures of
the Federal Government. Warren
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realized that the Washington office
was no longer adequate to allow
efficient disposition of all work, so
he began to use field offices more
extensively.

As discussed earlier, these of-
fices were originally established to
handle the cases involving pay-
ments to war veterans. Auditors
went to approximately two hundred
war plants to observe and record
the operational procedures used to
make the payments. In essence,
this represented the early stages of
GAO as “watchdog,” or overseer of
Government and agency activities.
This practice was deemed vital
then, and continues to be so today.
For the first time, the General
Accounting Office had a clear
indication of how the money was
being spent, if the spending was
necessary, and if the guidelines and
statutes estabiished to reguiate the
agency activities were being com-
plied with. It was concluded very
early in this transformation period
that “efficiency and economy”
could best be achieved through
onsite auditing because it allowed
for “prompt resoiution of question-
able payments.” "’

The General Accounting Office
was beginning to be more con-
cerned with the operations of the
executive agencies and less with in-
dividual financial transactions.
Slowly at first, but more rapidly as
the practice became more produc-
tive, GAO decentralized work to
field offices and assumed more of
an overseer role than ever before.
As early as 1942, Mr. Warren dem-
onstrated his desire for changing
the agency by ardently supporting
Public Law 79-248, the Government
Corporation Control Act. With the
influx of Government corporations,
it was generally believed by both
the Congress and GAO that there
should be laws to guide corporate
activities. The need existed for a
body to assure compliance with
these laws. Effective December 6,
1945, the Government Corporation
Act was implemented so that the
Congress and the appropriate Fed-
eral agencies could “insure that the
financial programs of Government
Corporations are carried out in ac-
cordance with the policies of the
Congress ... and by sound efficient
methods.”*®

In his never-ending search for

ways to upgrade GAO’s organiza-
tion, Mr. Warren established the
Westfall Committee on November
29, 1947, and appointed Ted West-
fall, director of the Audit Division,
to head it. Mr. Warren instructed
the committee to investigate GAQO’s
organizational structure and pro-
pose more efficient ways to arrange
it in a headquarters-field office
structure. Mr. Warren also made it
clear to the committee that they
should keep in mind his personal
desire for staff reductions and en-
hancement of the budgeting and
financing practices of the agency.

By the end of 1949, Mr. Warren
had introduced the concept of com-
prehensive audits to GAO. In its
simplest terms, the comprehensive
audit was one which attempted to
review in appropriate detail all
activities of an agency, including
financial ones, to determine what
improvements were necessary and
which of the procedures were
working effectively for the agency.
To successfully perform these au-
dits, it was imperative that onsite
field auditors conduct them. These
audits were done in response to
requests made by the Congress and
department heads, and encompas-
sed broader areas than the earlier
audits of the McCarl era. After the
audit was completed, reports were
issued to the President, the Con-
gress, and the particular agency
stating exactly what was done,
what was found, and the recom-
mendations for improvement.

An arrangement similar to the
comprehensive audit was developed
for the Claims Division. Auditors
went to the executive agencies and,
as part of their responsibilities,
assisted the agencies in disposing
of their claims. Auditors answered
questions and showed agencies
their alternatives in handling the
case. It was hoped that those in the
Claims Division would act in a liai-
son role with the field auditors so
that when the latter were con-
fronted with a point of legality they
could not resolve, the Claims
personnel would instruct them.
Naturally, there were still cases
which were required to be sent to
GAO because of a statutory require-
ment or because there were ques-
tions of doubt. Overall, this was an
attempt to transform the Claims
Division, like the rest of GAO, into
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more of an oversight role.

As new systems were implement-
ed by Federal agencies, more peo-
ple in the Claims Division were
laid off. Unfortunately for the staff,
their work was very different from
the rest of the agency in that they
dealt with points of legality rather
than accounting-type work. This
meant that many people in Claims
were unprepared for accounting
work, or they lacked desire to start
a new career in a different field.
Because of this, the morale and at-
titude of the staff began to deterior-
ate once again.

Elmer B. Staats: The
Present Era

Shortly after Elmer B. Staats
succeeded Joseph Campbell as
Comptroller General, the Federal
Ciaims Collection Act was passed.
Effective on July 19, 1966, this is
possibly the most important statute
ever to affect the Claims Division. It
was developed through the joint
effort of the Attorney General and
Comptroller General, and continued
along the path originated by War-
ren.

The act allowed the executive
agencies either to compromise a
settlement or terminate their collec-
tion efforts on claims not in excess
of $20,000. Although there were ex-
ceptions to this rule—cases in
which there was evidence of fraud,
a presentation of a false claim, or
misrepresentation by any party who
had a direct interest in the case—it
was intended that the act would
require the executive agencies to
assume more responsibility for
their claims.

To enhance its “overseer” role,
Claims Division was to monitor the
collection efforts of the executive
agencies. GAO believed that there
were numerous occasions when
agencies could prevent individuals
or businesses from incurring debts
to the Federal Government by im-
proving administrative procedures
and creating disincentives through
more aggressive collection action
by the agency. Proper training for
agency staff also could prevent
erroneous payments, payments
which could become debts to the
Federal Government. It was intend-
ed that these methods would be a
precise way in which GAO and the
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Claims Division could provide the
greatest service. The GAO could
establish procedures for the agen-
cies to follow, and by monitoring
the agencies, Claims would be able
to detect and eliminate those
causes of debts.

While standards implementing
the act were being written, there
was a decline in the amount of work
coming into the Claims Division.
Lawrence Denny, division director
at that time, was told to investigate
the mattéer and locate the problem.
It was determined that agencies
were misinterpreting collection in-
structions. Collection efforts were
being terminated without first es-
tablishing the financial status of
the debtor, and financial state-
ments the agencies relied on did
not accurately determine whether or
not the debtor could, or would ever
be able, to pay back the debt. After
the agencies were corrected, the
division was flooded with claims.
Conversely, the department heads
then misconstrued the Comptroller
General’s directive as being a way
to rid themselves of all unwanted,
difficult, uncollectable cases.

Continuing the Spirit
of 1966

The Federal Claims Collection
Act provided the impetus upon
which a great many changes were
made, with the intention that the
scope of work handled in the
Claims Division conform with its
role as an overseer. Through the
act, it was hoped that operational
procedures would better conform
between the payment and debt
branches, and that policies would
provide fair and just treatment to
those who dealt with the division.

Following the 1966 act, a number
of GAO directives were issued to
various executive agencies which
required that when agencies en-
countered a claim they deemed
administratively uncollectable, the
agencies were to forward it immed-
iately to the Department of Justice,
not to GAO. These directives were a
way to reiterate to the executive
agencies their responsibilities in
collection, termination, or compro-
mise of claims. Among the execu-
tive agencies receiving directives
were the Army, Navy and Veterans’
Administration.

A History of the Claims Division

Other changes were made which
intended to coordinate the opera-
tional procedures of the debt and
payment branches. In 1975, the
Congress amended the 1940 Barring
Act, reducing to 6 years the period
in which claims against the United
States can be brought. These
changes reduced the scope of the
work and added a sense of predict-
ability and stability to the proce-
dures of the division.

A further act helped to instill a
sense of equity and fairness in the
way claims by the Government for
overpayments of pay were handled.
Under certain limitations, Claims
Division, acting under delegated
authority from the Comptrolier Gen-
eral, was authorized to waive col-
lection of the overpayment when it
was deemed “against equity and
good conscience and not in the
best interest of the United
States.”"*

These are but a few examples of
the many changes brought about by
Comptroller General Elmer B.
Staats within the last 14 years.
These changes have attempted to
enhance further the oversight func-
tion and “watchdog” role of GAO.

Yet, with the changing functions of

the Claims Division, there are still
particular types of cases in which
the division has retained authority.
This authority not only includes
routine cases, but also includes
authorizing the President’s salary
each month, acting as a conserva-
tor of the estates of U.S. citizens
who die abroad, and settling certain
disputes between agencies.

In the early 1970’s, the last two
major intradivision structural
changes occurred. In August 1970,
the Agency Reviews and Assistance
Branch was established to assist in
the function of claims settlement
and debt collection, intending to
increase the efficiency of payment
activities, eliminate excessive over-
payments, and expedite the debt
collection effort. This branch was
also responsible for reviewing col-
lection and payment activities of
executive agencies and assuring
compliance with all the applicable
laws and statutes.

In 1972, the Transportation Divi-
sion and the Claims Division
merged for the last time, forming
the Transportation and Claims Divi-
sion (TCD). Thomas Suilivan, who
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The advent of electronic technology has greatly enhanced all GAO operations. The manual processes of the 1940’s have

given way to automatic typing, filing, and records retrieval.
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later became an Assistant Comp-
troller General, was appointed its
new director. However, it became
clear that the transportation aspect
of the division’s work was con-
cerned more with claims settle-
ments than with the oversight of
executive agency claims processes.
Thus, on October 12, 1975, the
transportation function was sepa-

rated from the Claims Division and
transferred to the Genera! Services
Administration. On October 24,
1975, Daniel P. Leary was appointed
the last director of the Claims Divi-
sion, joining John P. Gibbons,
deputy director.

Clearly, GAO’s evolution from
voucher examining to evaluation
began long ago, but the transition

A History of the Claims Division

of claims work from its own
division to a component of the
Financial and General Management
Studies Division marks the end of
an era for GAO. As GAO’s oldest
division shifts to another division,
the transition is viewed in a very
positive sense; however, there is a
certain feeling that the tie$ with a
major part of GAO’s history have
been severed.
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Elmer B. Staats

Adapted from a speech presented to the
National Civil Service League at their
1979-1980 career service awards program,
March 20, 1980.
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Career Challenges in
a Changing Civil

Serviece

It is safe to say that the Career
Service Award bestowed by the
National Civil Service League is the
Nobel Prize of the Federal profes-
sional community—a mark of dis-
tinction that has been well-earned

by the recipients in the daily
performance of duties which are
complex and demanding, reflecting
a high degree of commitment to the
principles of public service.

Since it was founded almost a
hundred years ago, the National
Civil Service League has been at the
forefront of espousing good gov-
ernment in our nation. From the
beginning, the organization recog-
nized that attracting industrious
and capable people to the Federal
Government—and holding them
there—was at the core of an effi-
cient and effective civil service. They
were correct in that assumption.

The single most valuable compo-
nent of a strong, aggressive civil
service is an individual of integrity
and purpose—an individual whose
dedication to the national welfare is
demonstrated through a thoughtful
and creative approach to every
undertaking.

This program gives national rec-
ognition to 10 Federal employees
who have distinguished themselves
in the course of their careers in
public service. The criteria on which
selection is based is rigid. Accord-
ing to standards set by the National
Civil Service League, nominees
must have displayed exceptional
efficiency, sustained superior per-
formance and accomplishments in
carrying out their assignments.
Such a mandate—in the intricate
maze of the present Federal estab-
lishment—requires uncommon mo-
tivation to achieve.
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| believe it is appropriate to con-
sider the current climate of the civil
service environment and the de-
mands placed on public administra-
tors today in the context of the
changes that are swirling around
us. The Carter administration’s
broad civil service reforms, set in
motion with the passage by the
Congress of the Civil Service Re-
form Act of 1978, have thus far
focused on the top levels of Govern-
ment. Over the past two years, we
have witnessed the creation of the
Senior Executive Service and the as
yet untested Merit Pay System,
which will go into effect no later
than October 1980. Overall, these
reforms are based on sound princi-
ples intended to maximize the
productivity of Federal workers at
all levels of Government. When the
Merit Pay System is implemented,
employee performance, rather than
longevity, will be the determining
factor in salary increases—a long-
standing mainstay of the corporate
world.

Only time will serve as an
accurate measure of the merit and
effectiveness of these recent
changes. But the introduction of
the competitive element into the
civil service system will have a far-
reaching effect on the way in which
the Government conducts its busi-
ness in the immediate years ahead.
Most certainly, these will be chal-
lenging times for innovators and
futurists who look to public admin-
istration as the area where they
wish to effect change and make
their presence felt.

What will these changes mean for
the professionals who elect Govern-
ment service as the discipline in
which they will pursue their ca-
reers?

Basically, this altered environ-
ment calls for the cultivation of a
new attitude of mind which puts a
higher and consistent value on what
might be termed “anticipation.” To
do this, we must create within
ourselves the desire to find time in
our schedule to think and to plan.
Tomorrow’s executive must not
only handle administrative duties
capably, but also see to it that
policy machinery stays several
lengths ahead of next year's prob-
lems.

The Government manager of the
future must have the qualities of
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restiessness, of research, of dis-
satisfaction. This is where adminis-
tration both supplies and finds its
drive, and where it makes its contri-
bution to the entire process of per-
fecting the imperfect structure of
compromises that we call modern
society.

The issue is really the rate at
which this incremental process will
go on, or how strong the vein of
creativity in management will be.

If managers lack creativity them-
selves, they still have the opportu-
nity—and the obligation—to spread
the contagion of leadership through
the organization so that the envi-
ronment encourages creativity
among those who have potential.
This means less emphasis on pro-
cedure manuals, on dogmas of
system and method, on fetishes for
hair-spiitting in rubrics of bud-
geting, personnel management,
and methodology, without losing
the contributions of these essential
disciplines.

To be truly creative, we must
reach beyond the things about
which we already feel certain. We
must take risks. We must unleash
our notions, our curiosity and our
instincts to experiment. We must
find out what the other fellow is
thinking about and why he’s think-
ing about it. We must rediscover
that there is a convergence some-
where along the line between and
among every thread of public
policy—between science and for-
eign relations, between housing
and health, between transportation
and defense, between budgeting
and economics.

To function effectively, public
administrators must grasp the big
picture. A fragmented approach will
not suffice for the manager who
must carry out more and more
public policy through contracts,
grants, regional compacts, insti-
tutes, foundations, and self-
contained business-type enter-
prises which will make manage-
ment both possible and difficult.
The line between public administra-
tion and private participation will be
less clear than ever, while the
hybrid will flourish. And it is here
that managers will have their work
cut out for them—in maintaining
the essential responsibility that
belongs with Government, in under-
standing the fine difference be-

tween supervision and interference,
and in judging how well the ends of
public policy are being served.

| doubt seriously that Govern-
ment executives of the future can
be developed and trained exclusive-
ly in the career civil service. They
will have to have some firsthand
experience with related disciplines:
the university environment, the
regional environment, the business
and research environment. Efforts
must be expanded to develop an
exchange of persons between Gov-
ernment and these allied commun-
ities, through reciprocal internships
and residencies. This trend is
already underway and | expect it
will expand further as new needs
emerge which support the value of
such interchanges.

Still another determinant with
which we must cope in the coming
years is the growing appetite for
data—the passion for facts, for
information, for probability. This is
inevitable as a society draws closer
together, as public purposes fuse,
as the public and private economies
meld, as decisionmaking takes
place in a continuum.

The information explosion, which
has characterized the last half of
this century, has occurred: with
such force and vitality that we, as a

society, are still struggling to
understand it and sort out its
meaning.

Computer technology has

changed how we do virtually every-
thing we do. The rapidly prolifera-
ting uses of electronic storage,
retrieval, and processing of infor-
mation can swamp us with material
almost instantaneously. In the past,
this material would have taken
weeks, months—even years—to
acquire. The big computers are
being joined together in nationwide
and even worldwide networks. Sat-
ellites are not the wave of the
future: they are here today. The
electronic household is just a short
distance down the road.

The managers of the future must
have a keen comprehension of the
values and limitations inherent in
the use of data, the art of timing in
its collection, the process of de-
signing the structure of investiga-
tion, the ethics of reporting and dis-
closure, and the judgment that
interprets the significance of the
information and applies it to policy-
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making. And this is because man-
agers will have to rely more upon
the tops of their heads rather than
the seats of their pants. They will
have to be at home with theoretical
statistics and the rarer altitudes of
mathematical science. And, above
all, they will have to search out the
answers to a provocative question
posed by T.S. Eliot many years ago:
“Where is the knowledge lost in
information?”

Managers of the future must
grasp the meaning of science and
technology in the relations between
Government and all the rest of
society. World wars may have pro-
duced the environment which gave
science and technology the spark
they were waiting for; science and
politics, national and international,
now go together and neither can
function without the other. That is
the central fact of our time, and it
can only have one meaning for the
future.

The problems of administration
are surely destined to require this
kind of understanding of science
and technology. How else shall we
make a contribution in the difficuit
fields of weapons control and dis-
armament, in problems of eliminat-
ing air and water pollution, in har-
nessing our energy sources for both
human and industrial needs, in
understanding the requirements of
education and vocational motiva-
tion, in meeting the requirements of
an exploding population at home
and abroad, and in providing devel-
oping nations of the world with our
expertise in technology, if our
material resources will not be suf-
ficient to share with them?

No problem is more directly
related to the future of our demo-
cratic society than the problem of
attracting the best talent for public
service. While a democratic socie-
ty’s government is not expected to
have a monopoly on the most able
people produced by the society,
neither can it afford to provide for
the public service an iota less than
its full share of the talent available.

In the past, the consequences of
an average or below par public
service have not been nearly as
serious as they are today. As the
role of Government grows and
changes, and as the decisions of
public officials at all levels of Gov-
ernment have a more and more
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direct effect both on our daily
affairs and on our prospects for the
future, the quality of our public
service has increasingly become a
major public concern. In terms of
what is needed, | cannot improve on
the views of Clarence B. Randall.
Out of his experience in Govern-
ment and industry he stated the re-
quirements clearly:

The administration of our
government calls for excellence
in leadership. We need thor-
oughly competent executives,
acquainted with the most mod-
ern techniques in managing
large enterprises, from cost
accounting to good human
relations, from sound staff
work to automatic data proces-
sing. We need scientists in our
race for pre-eminence in all
fields of research. Above all we
need a continuing source of
replenishment of this talent.

Government in the coming years
will need as many people as pos-
sible with the kind of vision re-
quired to soive the complicated
problems that arise in our mass
society—arresting the rising costs
of education, public health, and
welfare; rebuilding cities; reducing
proverty to its lowest level; and
developing a higher sense of unity
in our society. All Government
employees have an opportunity to
serve the nation.

If | have a single thought to leave
with the winners of the 1980
National Civil Service League
Awards it will be this: At the end of
the day, the end of the week, the
end of the year, or perhaps at the
end of a career, you should be able
to look back and say:

| am proud to have been a
public servant, to have dealt
with the problems of our time
and to have ha