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MUME&J Of THE BMDGET

or controlled foreisn currencies in lieu f teollars

In a report submitted to the Congress in January 1968, we suggested
to the Bureau of the Budget that it bring to the attention of all depart-
ments and agencies of the Government certain actions taken by the Maritime
Administration, Department of Commerce, as an example of the type of po-
tential increased usage of foreign currencies that might exist in programs
other than those of Maritime so that other agencies could identify and ex-
ploit any similar opportunities that might exist in their programs.

We reported that certain ship operators who were subsidized by the
Maritime Administration had purchased from commercial banks, instead of
from the Treasury Department, substantial amounts of foreign currencies
with U.S. dollars for use in excess-currency countries. We stated that,
if the ship operetors would purchase certain foreign currencies from the
Treasury Department for use in their overseas operations, they could help
to alleviate the U.S. balance-of-payments and budget deficits and reduce
the Government's holdings of excess foreign currencies.

We found that, during the period March 1965 to May 1967, three of the
six subsidized ship operators providing service to the seven foreign coun-
tries designated as excess-currency countries, had purchased about
$1.7 million of foreign currencies from commercial banks for use in Ceylon,
Guinea, India, and Pakistan. These purchases were made subsequent to the
negotiation of agreements that made it permissible for the U.S. Government
to sell such currencies to U.S. citizens.

In a letter to the Acting Maritime Administrator, dated July 21, 1967,
we proposed that Maritime act as a liaison between the subsidized ship op-
erators and the Government to encourage the operators to purchase from the
Treasury Department their foreign currency needs for use in countries that
had agreed to such sales and that Maritime develop effective procedures
for such purchases. Maritime agreed with our proposal and, in cooperation
with the Treasury Department, infcrmed both the subsidized and the nonsub-
sidized ship operators of the desirability of making certain of their for-
eign currency purchases from the Treasury Department. Maritime informed
the ship operators alsc as to the countries where excess foreign curren-
cies were available for sale and the procedures to be followed in purchas-
ing such currencies from the Treasury Department.

In April 1968 the Bureau of the Budget revised certain of its guide-
lines regarding excess foreign currencies to call attention to all Gov-
ernment agencies that new uses for the excess and near-excess currencies
should be sought and developed from among related programs of non-
Government organizations, such as subsidized ship operators and voluntary
foreign-aid agencies. (B-146749, Jan. 11, 1968.)
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COMMUNITY ACTION PROGRAM

Need for standards of elisibility for
participation in poverty programs

Our review of the Community Action Program in the Los Angeles area re-
vealed that, although eligibility of persons to be served was generally in
accord with the Office of Economic Opportunity (OEO) requirements, these
requirements had not been sufficiently refined to ensure that those persons
most in need of assistance were being helped.

The Economic Opportunity Act of 1964, as amended, does not stipulate
specific eligibility criteria with regard to those who may be served by the
Community Action Program. Although the act clearly directs its benefits to
low-income individuals and families, the definition of "low income" is left
to determination by OEO.

The eligibility criteria issued by OEO in its Community Action Program
Gu e were also general in nature. The Guide stated that a Community Ac-
tion Program had to focus on the needs of low-income families and individu-
als and that agencies applying for Community Action Programs might have
considerable flexibility in determining which families and individupls were
to be assisted.

The Guide further stated that, where the nature of the program activ-
ity required administration by areas or groups, services and assistance
should be made available only in areas and for groups which had a high in-
cidence of poverty. The Guide stated also that, in determining the inci-
dence and location of poverty in the community, the number and proportion
of low-income families, particularly those with children, were to be given
significant weight.

In the absence of specific OEO criteria for determining the eligibil-
ity of participants in most programs, other than Head Start, the Economic
and Youth Opportunities Agency of Greater Los Angeles (EYOA) and its dele-
gate agencies established their own standards. (EYOA was the principal
Community Action agency in the Los Angeles area during the period November
1964 through June 1966, the period covered by our review.)

We expressed the view that OEO should strive, on the basis of its na-
tionwide experience, to encourage grantees to develop more refined tech-
niques for identifying the most needy through the application of meaningful
indicators or criteria of eligibility weighted according to their relative
importance in achieving the objectives of the Community Action Program.

We further suggested that, although certain social and m_ ivational
accomplishments were among the objectives of the poverty program, the lift-
ing of people from relief rolls to a self-supporting level was one of the
paramount objectives and that, therefore, persons receiving assistance from
public or private agencies as the sole or major source of their support
should be accorded the top eligibility rating.

93



OFFICE OF ECONOMIC OPPORTUNITY

COtUNITY ACTION PROGRAM (continued)

OEO advised us that it did not concur in our suggestions and stated
several reasons why income had not been used as a governing or predominant
eligibility criterion in all programs. Subsequently, after considering our
findings and suggestions based on reviews in two other cities, OEO advised
us that it planned to study the feasibility of developing more refined
techniques for identifying the most needy by assigning weights to the vari-
ous indicators or criteria of eligibility. (B-162865, Mar. 11, 1968.)

Need to consider reasonableness and adequacy
of basis for claims for indirect costs

Our review of the Community Action Program in the Los Angeles area re-
vealed that the Office of Economic Opportunity, directly and through its
contract with the Economic and Youth Opportunities Agency of Greater Los
Angeles, had reimbursed the Los Angeles Unified School District (hereafter
referred to as City Schools) for about $265,000 more than the allowable in-
direct costs incurred for administration, maintenance, and operation of
school facilities used in the Community Action Program.

As a result of our bringing this matter to their attention in June and
July 1966, City Schools and EYOA adjusted the prior claims and took action
to reduce subsequent claims that would be made for reimbursement of indi-
rect costs in connection with programs that were underway or for which
funds had been requested. Estimated reductions on the subsequent claims
amounted to about $347,600. Also, OEO and EYOA were accepting in the claim
of City Schools, as the non-Federal share of program costs, approximately
$132,000 more than the indirect costs incurred.

These actual and potential overcharges, totaling about $744,600, oc-
curred because City Schools claimed, a pro rata share of the total indirect
costs incurred in its operation of education programs instead of submitting
claims based on the incremental costs incurred in the operation of the pro-
grams financed by OEO.

OEO indicated that it was reluctant to issue extensive instructions to
its field organizations as we had suggested, pending issuance by the Bureau
of the Budget of Government-wide guidelines for computing allowable indi-
rect costs.

We reconmmended that, for all future grants, the basis for claims for
indirect costs be approved in advance and that all OEO regional offices be
instructed to carefully consider the reasonableness and propriety of the
basis on which indirect costs are reimbursed or allowed. We were subse-
quently advised that OEO planned to make a special study to determine what
additional guidance was needed. (B-162865, Mar. 11, 1968.)

Need for closer analysis of program budgets

In reporting on our review of the Community Action Program in Los
Angeles, California, we stated that the budgets submitted by the Economic
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COMIUNITY ACTION PROGRAM (continued)

and Youth Opportunities Agency of Greater Los Angeles, and approved by the
Office of Economic Opportunity for certain programs, contained unrealistl .

cally high estimates of funds needed. Since the budgets are used by OEO in
establishing the amounts of Community Action Program grants, unnecessarily
high budgets may delay or preclude the availability of funds for other pro-
grams and could result in OEO's reporting misleading information to the
Congress.

Although one of the responsibilities of OEO in the Community Action
Program is to review and evaluate the budgets for proposed programs, OEO's
analyses of these budgets apparently were not being made in sufficient
depth to detect the overestimated requirements for funds. For example, in
our review of the budget of the Los Angeles Unified School District for se-
lected programs, we found that salaries of teachers had been budgeted at
the maximum level of pay although it should have been apparent at the time
the budget was prepared and approved that salaries would be paid at less
than the maximum rates.

We compared the budgeted salary rates with the actual salary rates
paid for a 4-week pay period in January 1966 for a majority of the teachers
in five of the larger programs. Our comparison showed that, using the bud-
geted rates, salaries would have amounted to $140,944; whereas, using the
actual rates, salaries amounted to $121,016--a difference of about 14 per-
cent. The School District budgeted $2,058,397 in teacher salaries for the
full 12-month period of the particular grant, using maximum salary rates.
Assuming a 14-percent differential, this amount was overstated by $288,175.

In a situation such as prevails in the Community Action Program where
needs exceed available funds, estimates beyond reasonable expectancy of re-
quirements result in a reduction of the amount of funds available for the
program in other conmmunities. Therefore, we recommended that the Director,
OEO, take action to ensure full compliance with the control mechanisms it
had established for strengthening its analyses of budget estimates.

In line with our recommendation, OEO informed us in June 1968 that im-
proved procedures had been installed for communication and approval of nec-
essary budgetary adjustments. In addition, OEO published a new mionthly
grantee financial reporting procedure which will measure expenditures in
relation to approved programs. In addition to providing reports to regional
analysts for their use in monitoring individual grantees, OEO is developing
a computerized program to determine which grantees have expenditure rates
that indicate possible budget-related problems. (B-162865, Mar. 11, 1968.)

Need to avoid excessive cash advances to grantees

In March 1968, we reported to the Congress that Community Action Pro-
rram funds were being maintained by the Economic and Youth Opportunities
Agency of Greater Los Angeles and certain delegate agencies in amounts
which appeared to be in excess of their cash needs because the agencies
were not following Office of Economic Opportunity cash withdrawal guidelines.
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COMMUNITY ACTION PROGRAM (continued)

We pointed out that, by ensuring that funds are advanced to agencies
at the minimum levels required for cash needs, OEO could assist in lowering
public borrowing and in reducing related interest costs.

The U.S. Treasury Department requires all Federal agencies administer-
ing grant and contract programs to make payment to grantees and contractors
by a letter-of-credit procedure to the maximum extent possible. Under this
procedure, OEO establishes a line of credit through the Federal Reserve
System against which the grantee can draw cash for deposit in its commer-
cial bank account.

OEO's Community Action Program Guide, Volume II, dated June 1965, in-
structs grantees (1) to withdraw Federal funds only as needed and (2) to
make accurate determinations of the additional cash it will need for opera-
tions in the next period. The guidelines permit a contingency fund of not
more than 10 percent of anticipated expenses for the operating period. In
the case of EYOA, the guidelines permit semimonthly withdrawals to cover
its cash needs.

Our review indicated that at June 30, 1966, EYOA had excess cash ad-
vances amounting to about $2.6 million, We were advised by the Chfef of
the General Accounting Section, EYOA, that EYOA policy was to maintain a
cash balance of $2.5 million, rather than to make full use of the proce-
dures in the OEO guidelines which require an accurate determination of cash
needs.

We advised OEO that it appeared to us that OEO did not monitor the
cash balances held by EYOA and the delegate agencies, to keep balances rea-
sonably in line with proximate cash needs.

In its reply to our draft report, OEO conceded the presence of some-
what high cash balances but attributed the situation to a desire to be pre-
pared for any eventuality which might occur in the semimonthly period for
which cash might be obtained. Also, OEO stated that it had advised EYOA to
improve its cash budgeting to avoid excessive withdrawals in the future.

We believe that OEO has a responsibility that requires efforts beyond
advising EYOA to improve its cash budgeting procedures. In our report to
the Congress, we recommended that, to avoid situations wherein grantees
have excessive funds on hand, OEO require grantees to establish cash bud-
geting systems that will provide the needed protection against excessive
withdrawals of funds and that OEO put into operation control mechanisms to
check on grantee cash withdrawals and on expenditure levels. We also rec-
ommended that the effectiveness of such systems be considered in future au-
dits by OEO of grantee activities. (B-162865, Mar. 11, 1968.)
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COMMUNITY ACTION PROGRAM (continued)

Need for coordinated direction and control
over Community Action ProRram protects

In our report to the Congress on our review of the Community Action
Program, Detroit, Michigan, we pointed out that the Office of Economic Op-
portunity had permitted agreements between the Mayor's Committee for Human
Resources Development (MCHRD), Detroit, Michigan, and its delegate
agencies--which carry out educational projects--which provided that the
delegate agencies would independently formulate, manage, and evaluate their
projects. Apparently because of these agreements, concerted efforts by the
agencies to coordinate their activities had not been made and efforts by
OEO to improve coordination had not been effective.

Although in many cases the Detroit Board of Education and the Catholic
Archdiocese of Detroit carried out the same programs, each had its own ad-
ministrative staff for each program, which resulted in duplication of ad-
ministrative effort and cost. We noted that employees of MCHRD and the
board canvassed the same neighborhoods to advertise their projects and to
recruit participants.

We noted also that, since officials of the board's schools established
their own policies and procedures relating to their classes, there were
wide variations in subjects, titles, and sizes of the classer. In our
opinion, these variations hampered evaluation of the program in relation to
the objectives of the educational projects and the economy of operation.

We felt that the above conditions had a common characteristic in that
they pointed to the need for closer coordination among the local agencies
having responsibility for the educational projects and for more vigorous
attention by OEO to the coordinating features of these projects.

OEO concurred in our proposals (1) that the relationship between MCHRD
and its delegate agencies be modified to give MCHRD clear authority to pre-
scribe requirements for its delegate agencies to ensure that all activities
for which MCHRD has overall responsibility are effectively coordinated,
(2) that OEO obtain and evaluate the evidence on which separate administra-
tive staffs for the board and the Archdiocese are justified, (3) that OEO
direct MCHRD to take the leadership in consolidating the canvassing activi-
ties of MCHRD and the schools, and (4) that OEO arrange with MCHRD for de-
veloping with its delegate agencies appropriate standards for class sub-
jects, titles, and sizes.

In July 1968, OEO informed the Bureau of the Budget that, beginning in
September 1968, the Deputy Director of MCHRD would be responsible for uni-
fying and standardizing the performance of the delegate agencies.
(B-163237, Apr. 10, 1968.)

97



OFFICE OF ECONOMIC OPPORTUNITY

COMMUNITY ACTION PROGRAM (continued)

Need for improved accounting
and financial reporting

Improvement needed to integrate
OEO and Arai-tee financial
information

In our review of the Community Action Program i.l Detroit, Michigan, we
found that the Mayor's Council for Human Resources Development reported its
cash transactions to the Office of Economic Opportunity but not its accrued
receivables and payables because, as permitted by OEO guidelines, its ac-
counts were set up to furnish information only on cash transactions in ac-
cordance with the accounting system of the city of Detroit.

The Budget and Accounting Procedures Act of 1950, as amended (31 U.S.C.
66a(c)), requires Federal agencies to adopt an accrual basis of accounting.
Under an accrual basis, accrued receivables and payables are recognized in
the current accounting period even though a cash collection or disbursement
has not been made. At the time of our review, OEO's system-was primarily
one of obligation and expenditure accounting, but it was in the early
stages of conversion to accrual accounting.

We stated that it appeared that, at such time as OEO would convert to
the accrual basis of accounting, the differences between the requirements
for the accounting systems of OEO and its grantees and their delegate agen-
cies would lead to complications in the interpretation of grantee financial
information and in its integration into OEO accuunts.

We expressed the opinion that, to resolve this problem,OEO should pro-
vide grantees with clear instructions for ascertaining and including ac-
crued items in their reports to OEO.

OEO advised us in August 1967 that such instructions were then the
subject of study and development and that revised procedures and forms were
being developed to cope with the problem of integrating grantee financial
information into OEO accounts.

Certification of adequacy of
delegate agency accounting systems

Guidelines issued by OEO in Februasy 1965 stated that a private non-
profit organization had to submit, prior to the receipt of any gr.nt funds,
evidence that it had established an accounting system which, in the opinion
of a certified public accountant or a duly registered public accountant,
was adequate to meet the purposes of the grant. The guidelines placed on a
community action agency (grantee) the responsibility for ensuring that its
delegate agencies adopted adequate accounting systems.
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COMMUNITY ACTION PROGRAM (continued)

The Archdiocese of Detroit had received contracts from MCHRD for fis-
cal year 1965 and 1966 projects. On June 10, 1966, a certified public ac-
counting firm stated that the accounting procedures of the Archdiocese were
not adequate during the period to afford satisfactory accounting records
and that, as a result, the firm wAs unable to express an opinion on the
summary of recorded income and expenditures for the period.

In view of the questioned adequacy of the accounting system of the
Archdiocese, we asked MCHRD offici&als whether they had obtained a certifi-
cation of an adequate accounting system for the Archdiocese. It developed
that no certification was received until September 1966--after the con-
tracts for fiscal years 1965 and 1966 had been awarded.

OEO advised us in August 1967 that MCHRD had been apprised of its re-
sponsibility in regard to delegate agency compliance with OEO requirements
and that follow-up action would be taken by OEO. (B-163237, Apr. 10, 1968.)

Guidance needed for valuation of
non-Federal contributions

The Economic Opportunity Act provides that Federal assistance to a
Community Action Program grantee shall not exceed 80 percent of the total
program costs unless the Director, Office of Economic Opportunity, deter-
mines that assistance in excess of 80 percent is required. Prior to
July 1, 1967, the percentage was 90. The non-Federal contributions offered
as a grantee's share of the cost may be in cash or in kind, fairly evalu-
ated and including--but not limited to--plant, equipment, and services,
The grantee contributions have to be in addition to the cash and in-kind
contributions made from non-Federal sources for the same or similar pur-
poses prior to the extension of Federal assistance.

In March 1968, we reported to the Congress on our review of the Corrmu-
nity Action Program in Los Angeles, California. We stated that cur review
of non-Federal contributions With respect to selected programs evidenced
certain problems relating to the recording of contributions, the reason-
ableness of valuations for contributed space, and the reasonableness of
claims for indirect costs. These problems prevented us from arriving at a
conclusion as to whether the community was complying with the legislative
requirements for non-Federal contributions.

The valuations placed on space contributed by the community and used
in certain programs varied considerably and in some cases appeared to be
excessive when compared with criteria used to value space in the Head Start
Program, with the amounts budgeted for space in the Teen Post Program, and
with criteria used by a Federal agency to estimate space requirements for
employees. As an example, in the educational programs we found wide vari-
ances in the values assigned to classroom space caused by the use of dif-
ferent methods of valuation by each of the educational organizations. The
problems related to space valuations were attributable in part to the need
for OEO guidance.
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COtMMUNITY ACTION PROGRAM (continued)

In April 1968, we reported to the Congress on our review of the Commu-
nity Action Program in Detroit, Michigan. We stated that the value assigned
by the Detroit Board of Education to donated classroom space, which was to
be counted toward the non-Federal share of program costs of the Mayor's
-ommittee for Human Resources Development, included charges for days or pe-
riods during which the space had not been used or reserved for community
action projects. Our review of a claim of $342,160 made in 1965 indicated
that a more reasonable value, based on days when the space had actually
been reserved for community action projects, would have been about $71,855.

In our review of the Community Action Program in Chicago, Illinois, we
selected for examination non-Federal contributions totaling $1,688,679, or
about 80 percent of the contributions reported by the Chicago Committee on
Urban Opportunity organizational units and its delegate agencies. On the
basis of our review, we calculated that non-Federal contributions totaling
about $1,,96,075 of the $1,688,679 of contributions examined were of ques-
tionable allowability.

In response to our proposals regarding the Community Action Program in
Los Angeles, OEO advised us that the Economic and Youth Opportunities Agency
of Greater Los Angeles had prepared and distributed to delegate agencies a
manual providing for contributed space to be valued at fair market value
and for supporting documentation to be furnished.

In our report on the Community Action Program in Detroit, we recom-
mended that OEO revalue past and present claims for in-kind contributions
of the Detroit Board of Education and determine whether there was compli-
ance with the requirements of the Economic Opportunity Act.

In connection with our review of the Community Action Program in Chi-
cago, OEO advised us that certain actions had been or would be taken to ac-
complish the purposes of our proposals concerning valuation of space, docu-
mentation of volunteer services, and indirect costs. In our report on this
program, we recommended that OEO pursue these actions to completion and,
thereafter, through its audit and program review operations, give specific
attention to evaluating the implementation of these actions by the commu-
nity action grantees.

In July 1968, in commenting to the Bureau of the Budget on our report
on the Community Action Program in Detroit, OEO stated that it had already
published extensive guidance, in a number of issuances, on the treatment of
non-Federal contributions. OEO agreed that a single comprehensive guide on
budget analysis and allowable costs was needed and stated that it pla.lned
to develop a comprehensive budget analysis manual within 6 to 8 months.
(B-162865, Mar. 11, 1968; B-163237, Apr. 10, 1968; B-163595, May 20, 1968.)
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COMMUNITY ACTION PROGRAM (continued)

Need for improvement in accuracy
and reliability of statistical
reports on participation in program
activities

In reports on our reviews of the Community Action Program in Los
Angeles, California; Chicago, Illinois; and Detroit, Michigan, we stated
that, although the Office of Economic Opportunity required grantees to sub-
mit statistical reports on persons participating in Community Action Progra...
activities, the information being reported was inaccurate and misleading.

For example, in our review of the Chicago program we stated that, at
urban progress centers, participation was measured by the number of con-
tacts with individuals and families coming to the centers or els where.
Each contact was counted and reported to OEO regardless of whether the same
individual or family had been contacted more than once. At one center, a
count of the number of different persons contacted was significantly less
than a count of the number of contacts made. The centers counted persons
visiting delegate agencies housed in the centers, and the delegate agencies
also counted and reported these contacts.

OEO acknowledged the need for closer attention to statistical report-
ing and, in July 1967, issued a manual to all grantees for reporting pro-
gram activities and participation of persons in such programs. We stated
that it was not enough for OEO to issue instructions and expect that all
grantees would comply without positive surveillance by OEO. Accordingly,
we recommended that OEO audits of grantee activities give specific atten-
tion to the accuracy and reliability of grantee reports. 'B-162865, Mar. 11,
1968; B-163237, Apr. 10, :968; B-163595, My 20, 1968.)

Need for expanding audit activities

In our reviews of the Community Action Programs in Los Angeles,
California; Detroi., Michigan; and Chicago, Illinois, we noted that audits
made by the Office of Economic Opportunity were generally restricted to fi-
nancial and administrative matters.

The OEO Community Action Program Clide, Volune II, provides that Fed-
eral auditors shall make periodic eudits of grants and that these audits
shall determine whether OEO funds have been expended effectively, prudently,
and in accordance with the provisions of approved applications and OEO reg-
ulations. The guide provides also that the audits shall include a review
of the grantee's accounting system to make certain that adequate internal
controls and records are maintained. Further, it requires grantees to en-
sure that periodic audits are made of each delegate agency.

In our report on the Community Action Program in the Los Angeles area,
we stated that we believed that the value of OEO audits would be greatly
enhanced if they were broadened to encompass certain elements of program
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activities, such as eligibility, non-Federal contributions, and manaement
aspects of indivtdual projects. We s,_usted that, it planning for future
audits, OBO tgve consideretion to expansion along theue lines.

OeO stated, in ssence, that it lacked the necessary auditing man-
power to provide the desirable audit cove.rag of grant"sa but that, as ad-
dttional manpowr bee-am, avatlable, 0 would direct its efforts more to-
ward program and selected management areas, (b-162$65, har. 11, 1968;
B-163237, Apr. 10, I96$; 1-163595, Hay 20, 1966.)
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Needfor monetarv oenratv for
uMattisfator conduct and attendance

In November 1967, we submitted a report to the Congress on our review
of selected program activities of the Parks Job Corps Center, Pleasanton,
California, one of the first centers opened under the Job Corps program au-
thorized by the Economic Opportunity Act of 1964, which is administered bythe Office of Economic Opportunity (O30). Our review covered essentially
the period of the initial contract with private industry for operation of
the Center, which ran from January 20, 1965, through December 31, 1966. The
area of corpsman conduct is an especially critical area since a basic objec-
tive of the Job Corps program is to prepare corpsmen for employment andsince a number of former corpsmen were dismissed from jobs for poor atten-
dance or other disciplinary reasons.

At the time of our review, Center-wide standards and procedures to pro-
vide a uniform application of penalties for improper behavior had not been
established, As an example, the Center had not established a stadard for 
unexcused absences from class and did not withhold pay and allowances unless
the individual had been classed as absent without leave (AWOL). Infrac-
tions, such as class absenteeism, might be judged by the various corpsmen
groups in dormitories, and penalties assessed, such as minor fines or re-
.strictions, could vary among groups.

If a corpsman stayed at the Center more than 90 days, he would have
been paid, in addition to basic pay (ranging from $30 to $50 a month), a
readjustment allowance based on his length of stay. This readjustment al-
lowance could have ranged from $75 to $150 for 90 days up to $600 to $1,200
for 2 years, depending on whether he sent an allotment home.

We did not consider it reasonable for this type of allowance to be paid
to corpsmen who do not make serious attempts to progress through the program.
We therefore recommended that 030 adopt a policy whereby appropriate reduc-
tions in the corpsman's monthly salary and readjustment allowance would be
made in those instances where the corpsman's conduct and attendance are not
satisfactory.

In January 1968, OE0 advised the bureau of the Budget that a policy
change had been made whereby corpsmen were being terminated from the Job
Corps if they were AWO)L for 15 cumulative days, rather than being terminated
after being AWOL for 30 consecutive days, and that corpsmen were being fined
for each day they were AWOL. In addition, a readjustment allowance would
be payable only if a corpsman remained in the program for more than 90 days
but would be reduced by $25 for each month he remained less than 180 days.
Further, the Center directors were given authority to discharge or fine
corpsmen for lack of class attendance or for behavior considered to be dis-
ruptive to Center or class discipline. (B-161076, Nov. 8, 1967.)
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eeda C establ ish uniform number
of tr sAnl hourr s d
at Job Corps centers

In our report on our review of selected program activities at the Parks
Job Corps Center, Pleasanton, California, we suggested that time in the Cen-
ter's training day might be better .tilized.

For the tropical corpsman at the Parks Center, the scheduled classroom
and laboratory time consisted of 2-1/2 hours each for basic educational
training and vocational training for a total of 5 hours a day, 5 days aweek. These classes were generally conducted between 8 a.m. and 10:30 am.,
and between 1 p.m. and 3:30 p.m., with a break within each period.

Considering that homework was not required and that the corpsman were
resident at the Center, it seemed that, notwithstanding counseling, physical
education, and work-experience activLties, the corpsman had considerable
free time each day and on Saturdays and Sundays. We believed that it would
be to the benefit of the corpsmen and to 0O0 if the educational and voca-
tional training could have been increased beyond 5 hours a day. In this
regard, we noted that the schedule at other men's centers ranged from 5 to
6-1/2 hours a day for vocational and basic education training.

Since all centers serve essentially the same types of corpsmen, it
seemed that the training schedule should be uniform for all centers andthat either a 5-hour schedule was too short or the longer schedules at the
other centers were too long. We therefore recommended that OEO make a study
to determine what a reasonable daily schedule of educational and/or voca-
tional training should be and, on the basis of this study, institute a uni-
form time schedule for all men's centers.

In January 1968, OEO advised the Bureau of the Budget that educational,
vocational, avocational, counseling, and work-experience activities would be
structured in such a way as to provide a minimum of a 60-hour week at all
men's centers. (B-161076, Nov. 8, 1967.)

Need to maintain current and comllete
counseling data records on
individual corpsmen

In our report on our re/iew of selected program activities at the Parks
Job Corps Center, Pleasanton, California, we stated that the Center gener-
ally had no standard procedure for dealing with specific corpsman behav-
ioral problems but that counselors were expected to assess each individual
case and determine an appropriate course of action. The records maintained
for individual corpsmen in the counseling section offices varied as to com-
pleteness, and it was often impossible to determine what steps had been
taken by the counselors in regard to problems encountered.
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Subsequent to our review, a correction system was developed by the Cen-
ter setting forth the sanctions, jurisdiction, and forms to be filled out
for specified types of misbehavior. In addition, 0O0 reported in July 1967
that the Center had recently revised a guide for counselors, which set out
the requirements and functions of the counselor and described to him the re-
lationship which he must achieve with the individual corpsmen.

We expressed the belief that complete records of counseling actions
taken appeared to be necessary to enable the Center to determine the type
of actions which proved to be the most effective in counseling and to permit
one counselor to benefit from the experience gained by another. In addi-
tion, reasonably complete records would seemingly be of great value in pro.
viding continuity of treatment to the corpmean in those instances when, for
one reason or another, a counselor would become disassociated from ihe pro-
gram. We therefore recommended that the Job Corps review the implementation
of the Center's "correction system" to ensure that the system was providing
reasonably complete data in the counseling ara &

In January 1968, OEO advised the Bureau of the Budget that the Job
Corps Project Manager assigned at the Center had been directed to maintain a
continuing review of corpsmen's files to ensure that appropriate d9cumenta-
tion was being required and that adequate reciprocal information among
counselors was accessible. (B-161076, Nov. 8, 1967.)

Purchase of training materials and
equiOmrent Nor tro erformina
adeauate studies to evaluate
their negd and suitability

In our report on our review of selected activities at the Parks Job
Corps Center, Pleasanton, California, we pointed out that training materi-
als and equipment had been purchased prior to performing adequate studies
to evaluate their need and suitability. The development of appropriate
training programs and selection of training material and training aids were
assigned to the contractor as part of its responsibility to organize and
operate the Center. The contractor, through September 1966, had purchased
about $1.5 million worth of training material and equipment.

Material and equipment purchased by the contractor included educa-
tional materials costing about $347,000 purchased trom one of the con-
tractor's sister divisions, an audio-visual educatonal system costing
about $13,000, and an instructional television system costing about
$185,000. We found no evidence that adequate studies had been made prior to
these acquisitions to evaluate the need for, and suitability of, the mate-
rial and equipment or to establish how it would be incorporated into the
training program.

We also found no evidence that an analysis had been made to assess the
advantages and disadvantages of this type of training material and equipment
over other types which might have been available. It appeared that OEO
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officials, in approving these purchases, had not evaluated the need for the
material or equipment nor required that the contractor appropriately justify
its proposed procurement.

The material and equipment, by and large, had not been effectively uti-
lized, and a major portion appeared of questionable use to Job Corps corps-
men.

We proposed that the Job Corps require the Center to make a thorough
analysis of the costs of the material and equipment purchased in relation
to the benefits attainable and that, if the analysis did not justify the
use of the items, they be made available to other Government activities or,
in the case of items purchased from the contractor's sister divisions, they
be returned for credit.

OEO concurred in that proposal except for the return of material for
credit. OEO stated that it had approved the procurement of this material
and that there was no provision in the contract for its return under such
conditions.

We recommended that, with regard to similar procurements in the future,
OEO satisfy itself, prior to approving the procurements, that the equipment
and materials to be procured are suitable for use at the centers for which
they are proposed and, to the extent practicable, that the costs of such
equipment and materials and of the equipments' operation are reasonably
commensurate with the benefits attainable from their use.

In January 1968, OEO advised the Bureau of the Budget that a listing,
complete with justification, of all equipment currently proposed for pur-
chase by the contractor was to be submitted to OEO for review and approval
by various responsible officials. Substantially the same procedure is to be
utilized when any large amount of training materials is purchased.
(B-161076, Nov. 8, 1967.)

Need to imorove methods of
recruiting. screening. and assinning
Job Coros aoolicants

In a report issued in February 1968 on our review of the establishment
and operation, between April 1965 and July 1966, of the St. Petersburg Job
Corps Center for Women, St. Petersburg, Florida, we pointed out that the
Center had a high percentage of corpswomen who terminated without complet-
ing one of the available training programs. On the basis of our review, it
appeared that this high percentage may have been attributable, in part, to
the assignment to the Center of corpswomen who apparently had problems which
the Center was not geared to solve.

Corpswomen who drop out receive only minimum benefits from the program.
Also, a high percentage of early terminations a.d serious disciplinary
problems increase the cost of operating a center.
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We found that the possible causes for an individual corpswoman's fail..
ure to complete her training were usually many, deep-rooted, and complex.
The more frequent of these causes were generally categorized as (1) emo-
tional problems and immaturity, (2) lack of motivation, and (3) family in.
fluence. In some cases all of these causes were present; in many cases the
causes never became known.

It appeared reasonable to expect that, with continued experience, OEO
and the contractors who operated the centers would develop further capabil-
ity ir dealing with problems of terminations and discipline. In our draft
report we suggested that these problems might be partially obviated by .re-
ventive measures in the form of more intensive screening; closer surveil-
lance by OEO of screening and recruiting functions; and careful analysis in
the assignment of applicants to the most suitable centers; and timely,uni-
fied decisions on matters of discipline. Accordingly, we proposed that OEO
give urgent priority to positive efforts along these lines.

The Director of the Job Corps advised us that the Job Corps had taken
action to refine and improve the procedures for screening and assigning Job
Corps enrollees. These improvements consisted of a new policy of reporting
the inappropriate assignment of corpswomen to centers; regional and national
meetings held on screening and recruitment with OEO, screening agencies, and
center personnel; encouragement of screeners to visit centers to interview
corpswomen to ascertain the corpswoman's reaction to impressions gained
during her recruitment; and the development of informational materials on
center programs for use by the screeners.

We believe that the actions taken by the Job Corps, as stated by the
Director, should help strengthen the Job Corps program. However, the need
for continuous vigilance in the area of recruiting and screening was mani-
fested by the opinions of various educational experts and others as a re-
sult of their visits to Job Corps centers and camps during April and May
1967. These opinions, as summarized by the Job Corps in June 1967 and pre.
sented to various congressional committees, were that the recruiting and
screening process needed refinement and overhaul. (B-130515, Feb. 5, 1968.)

Need for orderly system
of vocational traininn

In a report issued in May 1968 on our review of activities of the Job
Corps Men's Center at Tongue Point, Oregon, from inception of the Center in
December 1964 through December 1966, we pointed out that execution of the
program at the Center had been characterized by certain factors that we
believed had an unfavorable influence on the degree to which the goals of
the Job Corps programs had been achieved. Realization of these goals re-
quires, among other things, training in certain vocational skills and in
essential related academic fields.
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No determination was made of the grade levels (in academic skills--
reading, writing, spelling, mathematics) that were required for the respec-
tive vocational skills offered by the Center.

The Center departed in varying degrees from its detailed plans, appar-
ently to satisfy individual corpsmen's choices, because of its conception of
the Center as an educational experiment. Courses were given in academic
and vocational subjects that were neither included in the detailed plans
nor approved by OEO end for which neither specific programs of instruction
had been developed nor employment opportunities explored.

Center officials informed us that tests had not been given to incoming
corpsmen to assess their technical skills and social adjustment and that
aptitude tests had been given only to certain individuals. Further, tests
had not been given to corpsmen at the conclusion of their training to ascer-
tain the extent of improvement in academic skills or the level of vocational
skills which they had acquired.

Also, the Center did not know whether graduated corpsmen had obtained
employment in the areas of their vocational training or whether the gradu-
ates were successful in retaining the jobs they had obtained. As a result,
the Center did not know whether its training program was effective in
·asg' ' - the principal objective of the Center--to prepare corpsmen for

aniployment.

In view of the primary mission of the Job Corps, essentially the same
types of enrollees at all centers, and the more than 2 years of operations
the Center had experienced, we expressed the belief that an orderly system
of training for specific vocations was not only feasible but also important
to the accomplishment of program goals at minimum cost. Therefore we pro-
posed that OEO:

--establish a required level of academic training for entry into all
vocational courses,

--develop and administer tests to all enrollees tu assess their capa.
bilities and require appropriate evaluations of enrollees' progress,

--approve contractor deviations from the established academic and voca-
tional curricula,

--reassign to other centers or programs enrollees who manifest no in-
terest in or aptitude for the vocational training offered at the as-
signed center, and

--provide more effective monitoring of center operations.

We were advised that the basic principle that had been applied to the
Tongue Point Center was that maximum flexibility in program operations would
be allowed. According to OEO, that concept has now changed and important
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steps in developing some form of standardization in curriculum, reporting,
discipline, and placement have been taken, O0O stated that, in the main,
they concurred in our proposals and that implementing actions had been
taken. (B-130515, May 3, 1968.)

Need for imorovement in establishfna and
reviewina rental rates and related charges
to contractor emplovees for
Government-owned ouarters

In our report on our review of activities of the Job Corps Men's Cen-
ter, Tongue Point, Oregon, we stated that rental rates for Government-owned
housing at Tongue Point had not been established in accordance with Bureau
of the Budget Circular No. A-45, Revised, dated October 31, 1964.

To obtain some indication of the possible consequences of not following
Circular No. A-45, we compared rental rates in effect at the Center for
two-and three-bedroom units with rental rates for similar-type housing in
the adjacent Astoria, Oregon, area. Although our comparison did not con.
sider all the specific provisions of the circular, it indicated that, if the
average rental rates for the private housing were used at the Center, rental
income would increase by approximately $10,000 a month, or $120,000 a year.

OEO, in commenting on our report draft, expressed the belief that Cir-cular No. A-45 was not applicable because the housing in question was not
made available directly by the Government and because the public law (Pub-
lic Law 88-459, approved AuSust 20, 1964), which authorized the establish.
ment of rental policy, as set forth in Circular No. A-45, and the circular
itself, appeared to apply only where the Government was the direct lessor.
It was our opinion, however, that the circular was applicable and that OEO,
by entering into a prime contract for operation of the Center, had not re-lieved itself of the responsibility for control of the housing facilities.

We therefore recommended that OEO take such action as might be neces-
sary to fix the rental rates at Tongue Point on the basis of comparable
private housing, as required by Circular No. A-45. Also, since it appeared
that incorrectly established rental rates might also exist at other Job
Corps centers, we recommended that OEO evaluate the propriety of rental
rates charged at the other centers. The Bureau of the Budget subsequently
concurred in our opinion that the circular was applicable.

In a letter dated August 29, 1968, to the Bureau of the Budget, OEO
stated, in commenting on our recommendation, that the Tongue Point center
and other centers had been directed to have an appraisal made in accordance
with Circular No. A-45 for the purpose of establishing rental rates.
(B-130515, May 3, 1968.)
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Potenltil for lower costshrough
use of federal Teloneunications System

In our report on our review of the Job Corps Men's Center at Tongue
Point, Oregon, we expressed our belief that there existed a potential forlower telephone costs at Tongue Point through the use of the Federal Tele-
communications System ;FTS) in lieu of co mmrcial long-distance telephone
service.

Charges for long-distance calls at the Tongue Point Center for the pe-riod of December 20, 1965, through May 20, 1966, amounted to about 52 per-
cent of the total monthly billings for telephone service. During the monthof May 1966, for example, long-distance charges amounted to $2,397 of totalbillings of $4,456. This represented 1,081 long-distance calls at an aver-
age cost of $2.22 a call.

An official of the General Services Administration (GSA) advised us
that, because GSA had changed its billing procedures for FrS services, Gov-ernment agencies, including OEO, should receive FTS service by fiscal year
1969 at an average rate of $0.80 a call.

020, in commenting on our draft report, advised us that it had been re-
luctant to install FTS because it would be very difficult to prevent abuseof the system by the Center's adolescent population who might use it to callhome. OEO also commented that, notwithstanding the questions of abuse, adetermination had been made to use the Wide Area Telephone System (WATS)
whereby a flat rate was charged for calls within an established zone. Weunderstand that the zone was limited to the State of Cregon on the basis
that the need to make cross-country calls had been eliminated. OEO advisedus also that WATS was no more costly than FTS would be.

As to OEO's comment on possible abuse of FTS, we believe that the con--rol problem is no greater than that of any other system, inasmuch as out-
going telephone calls are handled through a central switchboard. Regarding
the cost of using WATS rather than FTS, OEO officials were unable to furnishany data in support of OEO's statement. Accordingly, we recommended that
OEO initiate appropriate studies to determine the feasibility of using FTSat Tongue Point and at other Job Corps centers.

OEO, in a letter dated August 29, 1968, to the Bureau of the Budget onour recommendation stated that GSA was undertaking a study of the feasibil-
ity of using FTS in lieu of the commercial system for long-distance calls.
(B-130515, May 3, 1968.)
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Need to strengthen SaonaErent conutrol
to improve accountina fO oroge.ty

Our review of certain management controls of the Panama Canal Company
showed that there was a need to improve accounting for the valuation of
property. The Company is required to pay interest to the U.S. Treasury on
the not direct investment of the United States Government in the Company.
Incorrect accounting for the valuation of property affects the amount of
the interest calculation.

We found instances where the Government's net direct investment in the
Company had been understated. This resulted in the Company's interest pa/-
ments to the Treasury being less than the amounts which should have been
paid. Inconsistencies between the accounting treatment for properties ac-
quired by loan for an extended period of time and that for properties ac-
quired by transfer also resulted in less interest being paid to the Trea-
sury.

As a result of our review and of work performed by the Company's in-
ternal auditors, the Company adjusted the valuation of certain properties.
Thesu adjustments caused a retroactive interest payment of about $113,000
to be made in fiscal year 1966 and annual interest payments to be increased
by about $27,000. Further adJustments were made in fiscal year 0967, re-
quiring a retroactive interest payment of about $75,000 and future annual
interest payments of about $39,000.

We concluded, however, that, in view of (1) the indicated ineffective-
ness of the Company's procedures for initiating appropriate revaluation and
reactivations of properties and (2) the lack of adequate usage information
for focusing accou-ting and management officials' attention on the changes
in usage of such properties, there was a need for the Company to improve
its management controls over accounting for the use of properties fully or
partially offset by special valuation allowances.

We therefore recommended that:

--Company policies governing the use of such properties be enforced or
appropriately modified.

--Adequate accounting records showing current property usage he main-
tained.

-- Reports be made periodically to appropriate accounting and manage-
ment officials on the current status of such properties.

--Property valuations be reviewed and increased, where appropriate, to
ensure proper interest payments to the Treasury.

--Rental payments be made to Federal agencies for properties acquired
on an extended loan basis.
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The President of the Panama Canal Company agreed with our findings and
recommendations and informed us that certain actions had been or would be
taken to improve property controls, (B-114839, July 9, 1968.)
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SELECTIV RVCE SI SYSTD

Econsmit available t.,ounh conaglidatgon
of local draft boards

The Military Selective Service Act of 1967--formerly the Universal
Military Training and Service Act--permits the Selective Service System
(SSS), under certain conditions, to consolidate local county draft boards.
We found, however, that SSS had not established criteria and guidelines to
implement this provision of the act. As a result, local boards in only
10 States, Puerto Rico, and the Virgin Islands had been consolidated inaccordance with the act. We estimated that, if certain boards in eight of
the States included in our review were consolidated, $466,000 in personnel,
office space, and telephone costs could be saved annually. We expressed
the belief that greater savings are possible if local boards are consoli-
dated na! 'ide.

Nor ., we determined that, if consolidations of local boards arenot made, an alternative could be the centralization of only the clerical
portion of certain boards' operations, which we estimated would result in
annual savings of $426,000.

We brought these matters to the attention of the 9SS and proposed that
certain local boards be consolidated, The Director of Selective Service
disagreed with our propcsal, primarily because (1) registrants would be re-
quired to travel greater distances and (2) the personal relationship and
confidence which exist between the registrant and his local board members
and local board clerk would be diminished.

In considering SSS's comments, we pointed out that under our proposals
registrants would not have to travel greater distances than they are cur-
rently requ rod to travel in larger counties and in existing intercounty
local boatz areas and that, in intercounty boards, each county is repre-
sented by a local board member.

Accordingly, in a report submitted to the Director of Selective Ser-
vice in October 1967, we recommended that he (1) establish appro;riate
guidelines for ise by the State Directors in identifyirg those areas where
savings can be realized either by consolidating local draft boards or by
consolidating the clerical operations of local boards and (2) encourage
State officials to consolidate wherever they determine that such action will
result in grnater efficiency and economy in operations. (B-16211, Oct. 30,
1967.)
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We believe that case files maintained by the Selective Service System
on about 8 million registrants age 35 or over who awe no longor liable fortraining and service in the Armed Forces are not neded for the operations
of the Selective Servlce System. If these records were destroyed andcertain other records relating to World Wart I registrant were transferredto Federal Records Centers of the General Servtics Administration (GSA),economies of about $106,000 in personnel and space costs could be realized
annually. In addition, filing equpment origlnally costing about $355,000
could be released or utilise4 for other purposes.

Our tests indicated that mnst of the information requested frof the
case files was available from other SS$ records or from miltary personnelfolders. The records pertaining to World War II regitstrnts are not used
in classifying registrants under the Militaory Selectva Service Act, butserve prtmartly as sources for information requested by registrants andothers, mainly such Lnformation as dates and places of birth to establishe tsitbiltty 1 tfor old-age :e ur*vrihip it :t in onneton with socialecrity programs. The Archivist of the United States ruled that these
records should be retained indefinitely.

The information preserved on World War I reqtstrants is essentially
the same as tim tformaton that was retained on the persons who resis-
tered at the time of World War I. The files of World War I reglstrants
are stored in the GSA-operated Federal Records Center at Atlanta Georgia.

The Director of Selective Service disagreed vith our proposls that
the case files be destroyed and that the records relattng to World War II
registrants be tranferred to Federal Records Cnters. Generally, thebasis for disagreement ws that 55S had a need for the case files and was
not convinced that records of World War II registrants could be servicedat Federal Records Centers at less cost to the Government.

After considering the agency's comments, we were still of the opinion
that our proposals were feasible and that economies could be effected if
our proposals were adopted. Accordingly, in a report submitted to the Di-
rector of Selective Service dated April 11, 1966, we recommended that SSS
(1) request permission from the Administrator of General Services to de-
stroy certain case files of registrants aged 35 and over who are beyond theage of liability for training and service in the Armed Forces and (2) takethe action necessary to have the records of World War II registrants trans-
f rred from SSS to GSA for storage and servicing, (B-160672, Apr. 11,
1968.)
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We concluded, on the basis of our appraisal, that the examinations made
by the Small Business Administration (SgA) of small business investment
companies (SBICs) had not been sufficiently comprehensive to provide SBA
with data essential to adequately carry out its regulatory responsiblllties
and to protect :he Government's financial interests in the SBICs.

We proposed to the Administrator, SBA, that, to provide for effective
examinations, SBA requlre the SBIC- to maintein essential data regarding
the financial condition and oper. on. of the small business concerns to
which they have made loans or ir .,nich they have made a capital investment.
We proposed also that SBA issue comprehensive examination guidelines setting
forth specific criteria to be followed in evaluating the small business in-
vestment companies' lending and investment policies and practices and fi-
nancial condition and that Sga increase its supervision over the conduct
of the examinations.

The Admlnistrator, SUI, informed us that he was in agreement with our
findings and proposals. He advised us that a procedural release had been
issued setting forth steps to be taken by the SBICs to ensure sound lending
practices, including the obtaining of current, complete, and accurwte data
of a financial and nonfinancial nature vith respect to their loans and in-
vestments in small business concerns; that examination procedures and
standards had been established for evaluating the financial position of the
SBICs; and that various other measures had been taken to strengthen the ex-
amination function.

Although we believe that the most effective means of providing for the
SBICs to obtain and maintain current, complete, and accurate financial in-
formation with respect to their loans to and investments in small business
concerns is by regulation, the SBICc' voluntary acceptance and adherenc to
SBA's procedural release will fulfill equally as well the purpose of our
proposal. Also, we believe that the new examination procedures and other
measures, if properly carried out, should result in strengthening the ex-
amination function. (B-149685, Sept. 29, 1967.)
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Sayinns available by annstnu latee
chpwees on daInuuet loan remattua

Our review of certain aspects of the Veterans Administration (VA)policies and practices relating to the repayment of home loans made underthe loan guaranty and direct loan program o-owed that a distinction ismade in the VA's policy on assessment of late charges for delinquent loanrepayments, depending on whether the Government makes the loan or guarantesit. The VA does not assess late charges on loans that it makes to veteransbut permits the assessment of late charges on VA-guaranteed loans that pri-vate lenders make to veterans.

We expressed the belief that, if late charges were assessed on VA di-rect loans, borrowers would be encouraged to make repayments on time. Asa result, loan-servicing costs associated with delinquent accounts wouldbe reduced, and the revenues could be used to offset the cost of servicing
delinquent accounts. In addition, veterans would receive equal treatmentregardless of whether they had obtained their loans from the VA or fromprivate lenders under the loan guaranty program.

On the basis of the incidence of delinquent loan repayments noted infive regional offices, we estimated that, if a 4-percent late charge hadbeen assessed and collected during caelendar year 1966 on these payments,
total revenues of about $414,000 would have been received by the VA. Westated the belief that because these five regional offices collected about22 percent of the total collections on all VA loans, the revenues whichcould have been derived from late charges on a nationwide basis would havebeen substantial.

In cosmenting on our findings, the VA Associate Deputy Administratorstated that the Congress had enacted Public Law 89-358 (38 U.S.C. 1818)extending the VA loan guaranty and direct loan programs with complete aware-ness of the fact that late charges were not levied on loans in the VA port-folio. He stated further that there should be no change in the present
policy.

We found no evidence, however, that the Congress had specificallyconsidered the effect of the VA's policy on this matter. Therefore, in areport submitted to the Congress in April 1968, we recommended that the VArevise its loan policy to require assessment of a late charge on loan re-payments which are received more than 15 days after they are due.(B-118660, Apr. 3, 1968.)
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at 3-Year intervals rathr rthan annuall?

In a report submitted to the Congress in January 1968, we expressed
the belief that the veterans Administration could--without adversely af-
fecting the management of its guardianship program--realize savings in audit
costs of up to $450,000 annually by auditing accountings received from
guardians of minor beneficiaries and certain incompetent beneficiaries at
3-year intervals rather :han annually.

The VA has the responsibility of exercising controls over fiduciaries
of veterans' benefits to ensure the proper use and conservation of the ben-
eficiaries' funds. At the time of our review, the VA exercised these con-
trols by making personal contacts with beneficiaries in field investiga-
tions every 3 years and by auditing written accountings received from
guardians, generally every year.

We noted that the VA was auditing guardian accountings as frequently
as the accountings were required to be filed with State courts by appli-
cable State laws. Most States require guardians to file such accountings
annually. In States in which these accountings are not required more
frequently than once in 3 years, the VA audits the accountings at 3-year
lntervals. 

The VA disagreed with our proposal that the frequency of audits of
guardian accountings be reduced. The VA stated that it had been instru-
mental in the enactment of legislation in virtually all States constitut-
ing the VA as a party in interest with State courts in cases involving VA
benefits for the legally disabled; that the courts had granted VA at-
torneys special prerogatives which had the effect of minimizing the cost
of administering estates; and that, if the VA did not audit the accountings
at intervals prescribed by State laws, the courts might react by requiring
the VA to meticulously adhere to all requirements of State statutes, court
rules, and local practices.

Because the VA is not legally required to audit accountings annually
and because substantial economies could be achieved by reducing the fre-
quency of audits without adversely affecting VA's management of the guard-
ianship program, we recommended that the VA examine into the feasibility
of arranging with appropriate court officials for workable plana for re-
ducing the frequency of VA audits of guardian accountings. (B-114859,
Jan 11, 1968.)
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DEPARTHENT OF AGRICULTURE AND D AEPR O STATE (AID) 123
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(earment of Aariculture and DeoartMent of State (Alp))

Ned to reevaluate restrictive Dolicies and
Drocedures affctin overall level of
agricultural barter oroaram

In May 1968 we reported to the Congress the results of our examination
into an opportunity to improve the U.S. balance of payments position
through an increased agricultural barter program.

We pointed out that the barter program, which was administered by the
Foreign Agricultural Service, Department of Agriculture, made a worthwhile
contribution to the budgetary and balance-of-payments position of the
United States. Proceeds from barter transactions were used to pay for sup-
plies and services that otherwise would have been bought abroad with dol-
lars. Nonetheless the program was managed in a fashion which, in our view,
kept it from realizing its full potential.

Under the program, agricultural coamodities--wheat, feed grain, vege-
table oil, cotton, and tobacco--are used in place of dollars to acquire
goods and services needed in United States oversees operations. Dollars
that would be spent abroad for this purpose are kept in the United States.

The needs for proceeds from barter transactions by Government agencies
operating abroad--particularly the Department of Defense and the Agency for
International Development--greatly exceeded amounts received from barter
transactions in recent years.

We identified nearly $700 million worth of Government expenditures
abroad as qualifying for payment from barter transactions annually, comn
pared with $260 million worth actually bartered.

We expressed the belief that the Department of Agriculture should
adopt a policy of letting market conditions determine the size of the bar-
ter program rather than attempt to hold the size below a theoretical or
administrative limit.

We expressed the belief also that relaxation of barter constraints
would increase American agricultural exports and balance-of-payment savirgs
for the United States and would increase budgetary savings. The potential
financial and related advantages deriving from an expanded barter program
warrant reevaluation of basic policies that held the program at its then-
current level which was below its potential.

The Departments of Agriculture and State and the Bureau of the Budget
stressed that consideration would have to be given to a number of potential
problem areas before determining the extent to which the program could be
expanded. The Department of the Treasury, however, questioned the desir-
ability of removing the existing constraints on the program.

We recommended that a study be undertaken to explore the best ways
and means of increasing benefits from this program to the highest level
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(OesratmLnt of Ari-ltu l and Dn-ar tm-t of Stat. (AnI))

permissible under governing statutes. Such a study could be undertaken bythe Cabinet Committee on Balance of Payments.

We proposed that the Congress might wish to inquire further into thismatter in view of the controversial nature of this program and the poten-tial of the program in achieving balance-of-payment savings. (B-163536,May 29, 1968,)
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VARIOUS DEPARTMENTS MD AGENCIES

(Deoartment of Health. Education. and Welfare;
Nae eational Science Fodtion Ntonal Aeronautics

,and Sace Administration: and Bureau of the Budget)

Need for Government-wide standardization
of allowances under Federal fellowship
and traineeshiDp tant programa

Our review of selected graduate fellowship and traineeship programs
administered by a number of Government agencies showed a need for standard.
ization of stipends and allowances under comparable programs.

Such standardization is desirable because it would (1) be more equi-
table to the fellowship and traineeship recipients by providing comparable
allowances at equivalent stages of their educational development, (2) aid
in minimizing competition between comparable Government programs for the
most qualified fellows and trainees, and (3) simplify the administration
of the several Government programs by the educational institutions and
thus reduce overhead expenses by standardizing the many and varied Federal
policies and procedures that currently must be adhered to by these insti-
tutions.

Our re ievw included selected fellowship and traineeship grant pro-
grams of the National Aeronautics and Space Administration (NASA), the Na-
tional Science Foundation (NSF), and three constituent agencles of the De-
partment of Health, Education, and Welfare (HEW)--namely, the National
Institutes of Health, the National Institute of Mental Health, and the Of-
fice of Education. The grant programs included in our review account for
the majority of all fellowships and traineeships awarded by Federal agen-
cies, and the grants under these programs totaled about $422 million in
fiscal year 1967.

We found that there were varying bases and criteria and considerable
variances in amounts allowed for stipends, dependents, and travel, for
which there was no adequate justification from an overall Government view-
point. For example, we found that predoctoral stipends ranged from a low
of $1,800 to a high of $2,700 for a calendar year of support for a fellow
or trainee in his first year of study. Dependency allowances, in some
programs, ranged from a low of $375 to a high of $1,350 for a dependent
for an academic year and from $500 to $1,800 for a calendar year; certain
comparable training grants either did not provide any dependency allowance
or did not specify the amount payable for each dependent.

Travel allowances were provided under 24 of the 34 programs reviewed
by us, while the other 10 programs permitted no such allowances. Among
the 24 programs, some allowed a flat mileage rate, others allowed actual
cost; some allowed for one-way travel, others for round-trip travel; some
provided for dependents' travel, others did not. We also found that sup-
plementation policies, which govern the extent to which a fellow or
trainee may receive funds from other sources in addition to his Federal
stipend and thus influence the setting of stipends, varied significantlyamong agencies for both predoctoral and postdoctoral programs.
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VARIOUS DEPARTMENTS AND AGENCIES

(Department of Health. Education, and Walflre,
National Science Foundation, National Aernautics
and Space Administration, and Bureau of the Budget)

In a report to the Congress in May 1968, we recommended that the Di-
rector, Bureau of the Budget, take appropriate action to standardize on a
Government-wide basis, to the extent considered feasible and desirable, the
allowances paid for stipends, dependents, and travel under Federal fellow-
ship and traineeship programs, taking into consideration our views and com-
ments as expressed in the report. The Bureau of the Budget and the agencies
whose programs we reviewed, in commenting on our findings, generally agreed
that there was a need for greater standardization of fellowship and trainee-
ship stipends and allowances.

The Bureau of the Budget informed us in June 1968 that it planned to
delay developing and publishing criteria for uniform allowances under fel-
lowship and traineeship programs until it had an opportunity to review the
effectiveness of the efforts of HEW in establishing criteria for its pro-
grams. The Bureau pointed out that HEW expected to release, in the near
future, new administrative instructions aimed at standardizing stipends
similar in nature and purpose; standardizing dependency allowances; setting
ceilings on travel allowances; and establishing consistent policies on sup-
plementation of stipends.

With respect to the two other agencies dealt with in our report--NSF
and NASA--the Bureau stated that NSF paid, for the most part, stipends and
allowances analogous to those paid by the National Institutes of Health and
that, although the NASA program had certain differences, basically the
amounts of its allowances were similar to related programs of other agen-
cies and represented only a small percentage of the total Federal support
of direct training.

In July 1968, HEW released its new administrative instructions on reg-
ularizing stipend levels and other types of student support. Although the
new instructions should substantially aid in eliminating some of the dif-
ferences among the HEW programs noted by us, they will not be applicable on
a Government-wide basis unless the Bureau of the Budget takes appropriate
action to prescribe their applicability to other agencies' fellowship and
traineeship programs. Therefore, in our opinion, the Bureau of the Budget
should study this matter further and should take action, as we had recom-
mended, to standardize the allowances on a Government-wide basis to the ex-
tent considered feasible and desirable. (B-163713, May 24, 1968.)
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VARIOUS IEPARTU - S AND AGENCIES

(DePortment of Health. Educatil. ano Welfarae Veterans
Administration: United States Civil Service Comm;ission;

Rallrofad RetiremtC Board;: 4nartdent of abt;
and Bureau of the Budeet)

Need for improving procedures for
identifying individuals ineligible
far benefits due to remarriage

In a report to the Congress in August 1968, we pointed out that, onthe basis of our examination, we believed that the various Federal agenciesinvolved in benefit programs could strengthen their procedures for identify-ing widow beneficiaries who become ineligi'le for benefits, because of theirremarriage, by providing for obtaining information from State marriage rec-ords for comparison with data in the agencies' files.

Our comparison of information obtained from marriage records in sevenStates, for rather limited periods, with data obtained from the records offive Federal agencies mentioned above showed that benefit payments had beenmade to 147 widows who were ineligible for such benefits because they hadremarried. Subsequent to our reporting of these cases, the agencies termi.nated benefit payments in 135 cases and, in the 12 remaining cases whichhad been previously terminated, took action to correct improper terminationdates. In addition, action was taken in an effort to collect the overpay-ments which amournted to about $82,000. If these benefit payments had beencontinued, they could have amounted to about $1.2 million.

Also, the Social Security Administration (SSA) promptly initiated cer.tain actions in an effort to identify other widow beneficiaries who had notreported their remarriage. SSA informed us that these actions had resultedin identifying about 1,000 widow beneficiaries under 40 years of age whowere improperly receiving benefit payments and about 6,000 widow benefi-ciaries over 40 years of age who had become ineligible for benefits becauseof their remarriage. Some of the latter group may not have been receivingbenefits, however, because of earnings limitations or for other reasons.We were advised that work was in process to determine the number in thisgroup who were currently improperly receiving benefit payments.

In our opinion, the adoption of a procedure for obtaining informationfrom State marriage records would provide an additional means of disclosingunreported marriages and would result in a significant reduction in benefitpayments by keeping the number and amount of improper payments to a mini-mum. Other benefits that would result include (1) increased likelihoodthat the resulting smaller overpayments could be recovered, (2) reducedadministrative costs in recovering such smaller overpayments, and (3) ameans for determining whether the correct dates of remarriages have beenreported and whether the related benefit payments have actually been termi-nated.

We therefore recommended that the Director, Bureau of the Budget(BOB), arrange with the five agencies to make feasibility studies to deter"mine whether the benefits to be derived from using State marriage record
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VARIOUS DEPARTMWS AND ACIE

(Department of Health. Education. nd Welfare: Vetoeran
Admtnistraiton; United States Civil Service Coissison

Railrod Retiremnt Boa Do geartmet of Labor;
and Ruraau of the ludget

data for identifying widow beneficiaries' unreported or incorrectly re-
ported remarriages would exceed the costs of such a program and to evalu-
ate the results of the studies and, if warranted, (1) make arrangements for
obtaining from the various States data on widows who have remarried and
(2) assign to one of the agencies the responsibility for receiving State
marriage record data and for converting such data to a form usable by each
of the agencies for identifying ineligible beneficiaries and incorrect ben-
efit payments.

In commenting on our draft report, the Director, BOB, stated that SSA
had under way a study involving the matching of its beneficiary rolls with
marriage records of 15 States and that BOB would arrange for interagency
participation in this study. The Director stated also that, if, after
evaluating this study, it appeared that a more extensive study was desir-
able, BOB would take the lead in making the arrangements.

We believe that, unless the results of SSA's study obviate the need
for further action, BOB should implement our recommendations so that any
action necessary to improve the procedures for determining the continuing
eligibility of widow beneficiaries may be accomplished as soon as possible.
(B-164031(4), Aug. 22, 1968.)
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VARIOUS DEPARTMIENTS AND AGENCIES

(D eartment of State and (eart .)ent of State (AID)

oportunitty for imorovement in
efficiency and economy by merger of
automatic data Drocessing operations

In our previous report on selected significant audit fi;,Jizgs
(B-106190, January 18, 1968, p. 121), we discussed the merger of the auto-
matic data processing (ADP) operations of the Department of State and the
Agency for International Development (AID). We are again bringing this to
the attention of the Committee because information we received in July 1968
indicated that the two agencies were again mhoving in the direction we had
recommended.

In July 1967, we reported to State and AID that, al\hough both agen-
cies were continuing to utilize separate ADP facilities to process informa-
tion for housekeeping activities and wrze planning to separately apply ADP
to their substantive activities:

1. The existing ADP systems were largely oriented toward essentially
similar financial and statistical data.

2. The planned substantive applications, which in many cases were
unique with respect to the agencies' activities, nevertheless would
not involve incompatibility in terms of their adaptation to ADP.

3. The geographical locations of the respective agencies' activities
were such as to permit full service to both by a merged ADP facil-
ity.

We pointed out that substantial efficiency and economy could be accom-
plished by merging the separate ADP operations of State and AID in an ADPservice center installation designed to serve the needs of both agencies.

In fiscal year 1965, although a joint State-AID study of the feasibil-
ity of merging the two systems was under way, State issued a letter to a
computer company for a more sophisticated new-generation computer configu-
ration having Much greater capacity than those in use by State and AID. We
therefore wrote a letter to responsible State and AID officials on
March 30, 1965, regarding the feasibility of merging the separate opera-
tions, in which we pointed out that the plans for acquisition of the ad.
vanced equipment had not included consideration of the possibility of
merger and recommended that they explore such possibility before making a
firm commitment for new equipment. State, however, procured and installed
the new computer configuration in November 1965.

State and AID advised us that they agreed, tn principle, ?'ith our sug-
gestion for a shared State-AID ADP facility and h&d been looking to such a
common utility in the future but that they did not oelieve that such a fa-
cility was feasible or desirable at that time. They stated that the tenta-
tive conclusion of a joint study of information management by the agencies
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(Damrtmant of State and Da)rtMrnt of State LAiD))

concerned with foreign affairs activities and the Bureau of the Budget in-
dicated that a master AD? facility might eventually be used by the foreign
affairs agencies and that several agencies might find it essential to main-
tain ADP installations, compatible with and satellite to this central sys-
tem, to meet agency-unique ADf problems.

We suggested that State and AID jointly reconsider the merger of the
administration, management, and other operations of their ADP activities to
achieve more economical and effective utilization of ADP equipment without
unnecessary proliferation and to improve systems design and programming
leading to more effective managsment of AD? operations. We believe that
prudent management dictates prompt efforts in order that the advantages of
joint application to the presently compatible agencies' activities may be
realized. Such joint application could be extended later to other appro-
priate areas, in view of the incipient plans for substantive applications.

In July 1968, we were advised by State and AID that they had rasFtab-
lished a joint working group which had set forth a four-step plan to thor-
oughly xplore not only a bilateral integration but also a common ADP cspa-
bility for the foreign affairs comunity. The plan sought:

1. Through interagency working groups of systems analysts and program-
mers, common applications for operation in the State and AID facil-
ities. The U.S. Information Agency and the U.S. Arms Control and
Disarmament Agency would be invited to participate in these ef-
forts. Payroll and personnel data applications would be the first
step, followed by other housekeeping functions.

2, The building of these common applications within certain parameters
to ensure their future compatibility with a single foreign affairs
data processing center, the design and estCblishment of which would
be the second step of the overall effort.

3. The linkup of the various agency common systems to the central fa-
cility using on-line, remote-terminal, and time-sharing techniques
as appropriate to each serviced agency's needs would be the third
step.

4. The servicing through the foreign affairs data processing center of
program applications unique to the user agencies and the gradual
elimination of hardware at each user site would be the fourth step.

We believe that the reestablishment of a joint working group was a
step in the right direction. However, in view of the fact that this proj-
ect had been under consideration since 1965, we believe that the agencies
involved should put forth their best efforts to complete the study stage of
the plan as rapidly as possible so that the implementation stage of the
plan can be undertaken without further undue delay. (B-15259, July 14,
1967.)
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(DeDartent of State and U.S. Civil Service C--tisign)

OPPOrtunity to reduce
the feeral Goverment's cost of

benefits furnished t
Foreiman Service enmlovees oveseas

In hay 1968 we reported to the Congress that the Government could savean estimated $234,000 yearly if the Department of State and the U.S. CivilService Commission (CSC) were to coordinate their participation in the costof medical services and insurance protection provided to about 40,000 For-eign Service employees and dependents stationed overseas. The matter was
brought to the attention of the Congress so that it might consider whetherthe intent of the Congress needed to be clarified with regard to the Cov-ernuent's contribution to the cost of medical benefits provided to Foreign
Service employees.

Our review of certain aspects of the Foreign Service medical progrem
administered by the Department howed that the Unitod States a bearingdual costs relating to medical care for foreign Service employees stationed
overseas, because it provided the. with substantial free amedical servicewhile they were stationed overseas and, at the same time, contributed to-ward the employees' nmmbership in health benefits programs.

Employees of the Foreign Service assigned to overseas posts are eli-gible for health benefits under two different Federal programs which arefinanced in part or wholly with appropriated funds. These programs are theForeign Service medical program administered by the Depertment and the Fed-eral employees health benefits program administered by CSC.

The Foreign Service medical program was established in 1947 under the
authority of section 941 of the Foreign Service Act of 1-46. The Depart-
ment also administers the medical program for the Agency for InternationalDevelopment and the U.S. Information Agency. Foreign Service employees are
also generally enrolled in one of the several health benefits program plans
adminLstered by the CSC. To alleviate the additional expense incurred un-der its Foreign Service medical program, the Department requires employees
to file claims under their CSC plans for services received overseas and to
endorse the proceeds over to the Government,

We found, however, that one of the CSC plans--the Foreign Service ben-efit plan--did not assume liability for medical services covered by the De-partment's Foreign Service medical program and that, as a result, the Gov-ernment incurred full costs for medical treatment rece'ved by employees en-
rolled in this plan. Since the Government contribution to this CSC plan
was the same regardless of whether the employee was stationed overseas orwithin the United States, the Government was, in effect, bearing the costsof certain medical care for overseas employees twice--once as a direct pa-
tient cost and again as an insurance premium cost.
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(DmnartMnt of -tate and U.B, Civil Servie Cmitasion)

Subsequent to the issuance of our report, we wre advised by the De-
portnent that it had consulted vith representatives of the urreu of the
udgat and CSC. Also, meetings were hold with officers of the U.S. Infor-

mntion Agency, the Agency for International Development, and the under.
writer of CSC's Foroign Service benefit plan. As a result, the under-
writer agreed to undertake actuarial studies to deteraine the cost of ex-
tending the full range of existing benefits to overses employees and the
effect of such coverage on the subscribers' rates. (B-162639, May 23,
1968.)
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Heed to mivre reater consideration to the use
of in-house maintenance of Oovernmfnt..owed
automatic data Drocesstne ;iolunt

The Federal Government is a large user of automatic data processing
(ADP) equipment. In most cases, maintenance services for Government-owned
computers are being obtained from computer equipment manufacturers. Only
a relatively small number of Government computer installations have adopted
a policy of in-house maintenance for their equipment. Because of the in-
creasing investment of the Federal Government in computer facilities and
the related increase in direct maintenance costs, our Office has made a
study of the many factors that are involved in making decisions on obtain-
ing adequate maintenance service at reasonable cost.

On the basis of our study, we have concluded that greater consideration
should be given to in-house maintenance of Government-owned ADP equipment
because of the potential for coct reduction in obtaining this necessary ser-
vice and other possible advantages, including greater management control
over maintenance work, increased acceptance of couputer operations by other
employees, and a high level of computer efficiency (l,e., little downtime).

Although in-house maintenance of ADP equipment in the Federal Goyern-
ment is not a comnon practice, we did visit several Government installations
that followed this practice successfully. We also visited several non-
Federal and private organizations that do their own maintenance work,

No simple, precise criteria for determining the feasibility of in-house
maintenance can be set forth which will apply uniformly to all Government
installations. During our inquiries at Government and private industry in-
stallations which had adopted in-house maintenance policies, we noted that
the following operational and cost factors were considered before making
in-house mainter.nce decisions:

-- Operational cha acter of systems.
-- Location of equipment.
-- Split maintenance responsibility.
-- Quality of maintenance.
-Modification by equipment manufacturers.

-- Size of computer installation.

We pointed out in a report submitted to the Congress in April 1968
that the investment of the Federal Government in computer facilities and
relatQd direct maintenance costs, currently about $50 million annually,
could be expected to continue to increase. We concluded that there was
need for more management attention toward ascertaining the most efficient,
effective, and economical methods of maintaining Government-owned ADP
equipment. For these reasons, we recommended that:

--The Bureau of the Budget require the executive agencies to consider
in-house maintenance in reaching procurement and maintenance deci-
sions and that the General Services Administration accelerate its
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GOVERNMENT-WIDE

studies now under way on this subject with an objective of promul-
gating more specific policies for the guidance of Federal agencies
in obtaining adequate maintenance service at the least cost to the
Government,

--The head of each Federal agency arrange for the establishment of
procedures for arriving at the most advantageous decisions for
maintenance of ADP equipment.

We also suggested that, pending issuance of more specific policy
guidance in the executive branch, the Federal agencies use the detailed
operational and cost factors we referred to in our report in arriving at
maintenance decisions for their ADP equipment.

The Bureau of the Budget has advised us that it is taking steps to
amend its Circular No. A-54, which relates specifically to acquisition and
use of ADP equipment, to ensure that agencies give appropriate consideration
to the use of in-house maintenance.

The General Services Administration has accelerated its study by
awarding a contract for consulting services to conduct a survey "toidentify the optimum least cost alternattve means for maintenance of ADP
within appropriate parameters such as make, size and type of equipmeht,
type and priority of applications and geographical considerations."

The General Services Administration also has advised us that it will
issue a Federal Property Management Regulation containing some initial in-terim guidelines to assist agencies in their evaluation of alternative
means of maintenance. These guidelines will cover the factors brought out
in our report, (B-115369, April 3, 1968.)

Savinas attainable through direct Durchase
of components and snare Darts for
utomatic data processing equipment

During our study of maintenance practices of ADP equipment users in
the Federal Government and of several rion-Federal and private organizations,
we noted instances where aggressive managers saved their activities signif-
icant sums of money by not purchasing ADP system components and repair parts
from the computer manufacturer but by purchasing the items direct from theactual manufacturers of the components or from other sources of supply. For
instance:

--The United States Fleet Numerical Weather Facility performed its
maintenance on an "in-house" basis. As a result, it was in a posi-
tion to determine the best method of procurement. The Facility, for
example, made two procurements of drum-storage devices and related
controllers for $900,300 from the actual manufacturers of the items.
Equivalent equipment procured from the computer manufacturer could
have cost an additional $475,200.
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-._Repair parts for the large-scele computer system at the Data Pro-
cessing Center, United States Arm- Deputy Chief of Staff for Logis-tics (DCSLOG), were not usually purchased from the manufacturer.
Some of the repair parts were obtained by the purchase of a complete
computer system deemed obsolete and sold at salvage or scrap priceon the open market. This practice contributed to the relatively lowcost of maintenance at this installation.

-- A private computer service bureau followed the same practice asDCSLOG (above). The modest price this company paid for spare parts
contributed to the relatively lov overall cost of maintenance of
the company.

In our report submitted to the Congress in April 1968, we expressed theview that the cost savings from direct procurement, illustrated by the caseswe encountered, suggested that this method of procurement should be more ex-tensively explored in procuring ADP components and parts needed in maintain-
ing Government-owned ADP equipment. We are conducting further studies ofthis question as a preliminary to making specific recommendations.
(8-115369, April 3, 1968.)
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Observations on the United States
balance-of-uvlent Dosition

Over the past several years, the General Accounting Office has issued anumber of reports to the Congress on the subject of the United States
balance-of-payments position. Many of these reports have been cited in ourannual reports on selected significant audit findings which are made to theCommnittee on Appropriations, House of Representatives.

The problem of balance of payments is one of Government-wide importanceand one which is identified with several agencies and departments. Tt has
been an area of increasing interest to both the Congress and the executive
branch. Because of this interest, we felt that a compilltion-type report
of all our prior reports was in order.

This report, which was submitted to the Congress in October 1967,
pointed out that over the years the General Accounting Office had soughtways and means of benefiting the United States balance-of-payments posi-
tion. The report, together with a separate clasifed supplement, summa-rized the results of our efforts subsequent to 1961.

A wide range of Government programs ias been developed to deal withcontinuing balance-of-payments deficits, Some of these programs de;end for
their success on the voluntary cooperation of a broad segment of the Amri-
can business community and public; others involve largely matters of domes-
tic or foreign policies,

The General Accounting Office has directed many of its efforts toward
identifying specific situations which lend themselves to achieving addi-
tional balance-of-payments benefits. We have examined into the managementof Government-owned foreign assets and claims, the negotiation and enforce-
ment of bilateral agreements that result or should result in the accrual ofproceeds to the Government, efforts made to encourage multinational partic-
ipation in foreign aid programs, and areas where operations could be car-
ried out abroad with more efficiency or at less cost,

As we discovered situations having beneficial balance-of-payments im-
plications, we brought them to the attention of the Congress and of cog-
nizant agency officials. In many cases remedial action was taken.

While it is not possible to estimate precisely how much the United
States balance-of-payments situation has benefitted because of the actions
later taken by agency officials, it was our belief that such actions with
respect to the matters included in the report and in the separate classi-
fied supplement had resulted in benefits of many millions of dollars. Ina number of cases little or nothing was done about the matters we identi-
fied because agency officials maintained that the adoption of our proposals
would not be in the foreign-policy interests of the United States. It ap-pears that significant balance-of-payments advantages in these areas are
not likely until and unless basic policies change.
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We issued our report to the Congres because the problem of coping
vith chronic balance-of-payments defiits ws. prominent amon the con-
temporary economic issues confronting the United States. This report
outlined areas of Government operations where balence-of-payments advan-
tages might be possible, the status of cognisant agencies' efforts in these
areas, and reasons why in some cases the potential advantages had not been
pursued to date. (B-162222, Oct. 31, 1967.)
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