
. 

INTERNA TKUVA L f-UZATIONS 
HOUSE OF REhlESENTATIVES 

Followup Review Of The 
Office Of The inspector Generd 
Of Foreign Assistance 
Department of State 

This report responds to the Chairman’s re- 
quest for GAO to maka a folrovwp revictt of 
the Office of the Impector General of Foreign 
As$istance and is limited to changes that have 
taken place since our 1975 rwcw. 

I 
_ I .I 

ID-76-83 



OOMPTROLLER GENERAL OF THE UNITED SATES 

WABHIHQTOK DC. - 

B-134192 

The Honorable Thomas E. Morgan 

_T 
Chairman, Committee on International 

1.‘:; F c* I ,I 

Relations 
A t- House of Representatives 

Dear Mr. Chairman: 

In response to your request of July 20, 1976, we made a 
limited followu$ review of the Office of the Inspector General 
of Foreign Assistance. Because of time constraints imposed by 
the request, sa work was limited to organization and staffing, 
planning and operating procedures, and reporting changes that 
have taken place since our 1975 review. 

Certain improvements had been made in staffing, planning, 
and reporting; however, it is too soon to assess the full impact 
these changes may have on the Inspector General’s operations. 
We believe that to fully evaluate the ef feet iveness of the 
InspecV(3*: Gene-al’s operations, it is necessary to review the 
activities of the other internal audit organizations involved 
in examining foreign assistance programs. We plan to conduct 
such reviews and have already initiated a review of the Inspector 
General, Foreign Ser7. ice, Department of State . 

Details of our observations are included in appendix I. 

We did not obtain written comments on the report, but we 
did discuss our findings with the Inspector General. 

A copy of the report is being made dvdilable to Congressman 
Derwinski who also had requested a review of the Office of 

\ the Inspector General or’ Foreign Assistance. D. -. ; (; :.. 

/ Sincerely yours, 

ACTING 
of the United States 

t 
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APPENDIX I APPENDIX I 

-- 

FOLLOWUP REVIEW OF THE 
OFFICE OF THE INSPECTOR GENERAL OF FOREIGN ASSISTANCE m-p.- 

This report is a followup of the changes that have taken 
place in the Office of the Inspector General of Foreign 
Assistance (IGA) since our July 25, 1975, report, entitled 
Review and Evaluation of the Office of the Inspector General 
cf Foreign Assistance. The report specifically addresses the 
changes in organization and staffing, planning and operating 
procedures, and reporting . 

Our prior report pointed out that the Inspector General’s 
effa:tiveness had been impaired by several factors, including: . 

--Concentration on reF,,rting areas normally cc-rered by 
internal review organizations. 

--Limited use of the Off ice as a management tool by the 
State Department. 

--Weaknesses in office management structure, operating 
policies, and procedures. 

--Inadequate funding controls. 

We found that IGA effectiveness, while hampered to sgrne 
.extent during the past year by significant personnel turnover, 
nevertheless improved in certain respects. Although IGA 
inspections and reports still cover subject areas within the 
scope of internal audit agencies--in effect, supplementing 
their work --we noted incre,\sed efforts being made to address 
more substantive issues and those which are beyond the purview 
cf the internal auditors. Closer working relationships have 
been formed between the Inspector General and top State Depart- 
ment officials. IGA’s management structure and operating 
policies were streamlined and simplified. Cost allocation 
procedures were instituted to permit fair division of IGA 
operating expcnsss between sponsoring program segments. 

Our detailed observations are discussed in the following 
sections. 



APPENDIX I APPENDIX I 

ORGANIZATION AND STAFFING CHANGES --- 

IGA has undergone continued significant organizational 
and staffing changes in the pasi: year. Full implementation 
of these cha .ges is not yet complete and may not be for 
@firyaral months to come. a..-.- hairily, the cnanges consist of new 
appointments in the top management positions and replacement 
of most of the senior inspectors. Th: latter action wa; taken 
by IGA management in response to congressional criticism that 
IGA salaries were excessive. The disruption resulting from 
these staff changes had an adverse impact on IGA’s effective- 
ness during fiscal year 1976. However, while the 1nspec;or 
General acknowledges that the dramatic changes taking place 
within IGA have created uncertainties with respect to mallage- 
ment of new personnel resources, he expresses confidence that 
IGA’s performance and cost effectiveness will be improved in 
the long run. 

Also, in the p.ast year, steps were taken to increase IGA 
coordination with aild enhance its role within the Department 
of State, to clarify the authority of the Inspector Genc;al 
vis-a-vis his Deputy, and to allocate the cost of inspections 
more equitably between program segments. 

Organization 

To clarify organizational relationships within IGA and 
the role of IGA in the Department, the functions of the 
Inspector General and his Deputy were revised in March 1976, 
to make the Deputy subordinate to but an ‘IaLter ego” of the 
IG with authority to act in the latter’s absence. Formerly, 
they had equal authority and responsibilities. Subsequently, 
the Deputy IG was given basic planning rcsponsibiliry fDr 
the Office. 

Since assuming responsibility over IGA in’ February 1976, 
the present IG has (1) abolished two of the three Off ice Director 
(FSR-1) positions, Planning and Inspections; (2) given the two 
Presidentially appointed Assistant Inspectors General iine- 
operating responsrbility for the inspection staff; (3) divided 
the staff into two teams, with each inspector reporting directly 
to one of the Assistdnt IG’s. The Deputy IG took over planning, 
and the Director, Office of Reports and Management, continued in 
his previous role. (See pp. 15, 16.) 

Subsequently, in July 1976, the IG created a position of 
Chief Inspector (FSR-2) under each Assistant IG with authority to 
act in the latter’s absence. In making the announcement, the IG 
pointed out that the change did not constitute an additional 
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layering of management since, when the Assistant IG’s were 
functioning, all inspectors would be responsible solely to them. 
The rationale given for creating the Chief’ Inspector positions 
was to provide continuity of management in the inevitable cir- 
cumstance of change in the Presidentially appointed positions. 

Clearly, a need exists for management continuity and 
stability. 3ne of IGA’s problems over the years, as noted in 
our prior report, has been the absence of permanent leadership 
in the key positions. The IG’s decision to assign major operating 
responsibilities to the other appointive positions obviates 
Lne need for additional top-level career positions to perform 
these functions. However, it also increases the potential for 
n anagement problems should future appointees not be qualified for 
their positions, appointment changes occur simultaneously, or 
positions be left vacant for an extended tL:ae. 

The establishment of the career Chief Inspectors will help 
smooth the transition between new Assistant Inspectors General. 
Besides the Chief Inspectors, only the Director, Office of 
Reports and Mardgement, provides continui t;’ of IGA management. 
The IG believes this will provide sufficient institutional 
memory provided care is exercised in the naming 02 future 
appointments. The reduction in top-level managers from seven 
to five to run an inspection and administrative staff of the 
same size is a major improvement. Shculd it prove unworkable, 
we believe substituting career personnel for one or more of the 
appointive positions, rather than sup!>lementing them, should be 
considered in order to keep management overhead at a reasonable 
level. 

Staffing 

Extensive staffing changes during the last year, &me not 
yet implemented, affected both the management and inspector 
tanks of IGA. New appointments were nlade in three of the four 
Presidsntially design&ted positions. Two of the three Off ice 
Director (FSR-1) positions were eliminated and the incumbent 
personnel terminated. Ten of the inspectors have left IGA since 
October 1975, seven in the past 2 montt.3, and r’our others 
are scheduled to be transferred. Most of the departing 
inspectors had extensive IGA and investigative experience. 
They are being replaced with younger personnel with diversified 
investigative and program management exp?r ience. 

IGA management contends that the in-tpection staff turnover 
was necessitated by having to comply wit11 a Senate Committee 
directive to reduce salary costs. Some c~f the affected inspectors 
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believe IGA managzment actions are discriminatory and aimed at 
reducing the organization's effectiveness. A State Department 
official has determined that IGA management acted within its 
prerogatives in responding to the Committee’s direction. The 
impact on the organization’s effectiveness cannot bc evaluated 
yet. 

A complete changeover in IGA top management has occurced 
within the iast 2 years, as shown below. 

Date of Tenure of 
Position title appointment prior appointee 

Inspktor General Feb. 17, 1976 21 r.e-rn ths 
Deputy Inspector General June 16, 1976 22 months 
Ass;stant Inspector General June 20, 1976 22 months 
Assistant Inspector General May 8, 1975 Vacant 7 months 
Director, Off ice of Reports 

and Wanagement Aug. 18, 1974 Not applicable 

One of the first acts of the new IG was to abolish the posi- 
tions of the Directors of Office of Planning and Off ice of 
Inspections, effective March 1, 1976. The incumbents (FSR-l’s) 
were terminated, and two inspector positions were added to 
maintain the authorized strength at 41 but were not filled. 

In a report dated March 18, 1976, the Senate Appropriations 
Committee proposed limiting fiscal year 1976 IGA funds “co 
$1,400,000 versus the $1,683,0OG requested. The Committee 
expressed particular annoyance with the wage rates of IGA 
employees, over half of whom were reported to be paid in excess 
of $30.000 per year. 

Subsequently , the fiscal year 1976 limitation was raised to 
$1,55O,QOO by adoption of the conference committee’s proposal. 
Also, a limit of $375,000 was placed on IGA for the transition 

‘: quarter (July 1, 1976, through September 30, 1976). Foe fiscal 
\, year 1977, the Senate Committee approved a revised budget 

estimate of $1,626,000, down $161,000 from the original 
: request. 

i 
i 

The revised 1977 budget estimate was arrived at by a 
1 ideliberate effort on the part of IGA management to replace all of 
i - Ithe highest paid inspectors (except the two selected to remain 

as Chief Inspectors) with lower grade personnel. In addition, 
%everal other inspectors submitted their resignatfons. In all, 
10 inspectors were affected by Lhe budget cut, 4 FSR-2s and 6 

.i 
FSR-3s or equivalents. They will be replaced with 6 FSR-4s and 

t I 

0 

‘\c 
I 
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2 FSR-3s, and 2 inspector positions are being eliminated. The 
effect of these actions is expected to reduce IGA salary costs by 
about $173,000 annllally, or $12,000 in excess of the 3161,000 
budget cut approved by the Senate Committee. The average salary 
of inspectors is projected to drop from $33,600 to $28,700. The 
following table summarizes the change in the staffing pattern 
of inspectors since our last report. 

FSR-2 
FSR-3 or 

equivalent 
FSR-4 

On board Original Senate-approved 
s-31-75 FY 1977 request FY 1977 request 

a 
7 7 2 

22 23 23 - 

Includes one inspector on reimbursable detail. 
b 

Number of positions remain unchanged because the two 
positions created by converting Office Directors to 
inspectors are being eliminated. 

The 10 inspectors affected by the budget cut w’ -? generally 
those with the highest salary, a: well as the most i experience . 
Their salaries averaged $36,420 per year, ranging from $37,800 to 
$34,300. Only one inspector with a salary exceeding $34,300 was 
retained. Although this irta:ividual has been with IGA for little 
inore than a year and is less experienced than any of the terminated 
i,lspector s, the IG dzterr.lined that he was %est qualified ior one 
or’ the two Cnief Inspestor positions. The 10 inspectors averaged 
over 7 years’ experience with IG,% and ranged -in age from 42 to 66. 
As of July 31, 1976, 6 had already left IGA; the 4 remaining 
inspectors have career status and attempts were under way to place 
them in other positions in the Department. 

Personnel brought on board in the last year and those 
currently being processed to replace the departing inspectors, 
while hired at substaintially lowe; salaries, are generally 
younger and less experienced . Their ages range from 33 to 43 
and they appear well qualified fQr the positions. All recent 
appointments have been made at rjalar ies below $30,000 per 
year. 
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Several inspectors affected by t\e budget cut contend 
that IGA management acted unfairiy and with prejudice in 
dismissing them. They have filed grievances with the Department 
of Stake and tht American Foreign Service Association, alleging 
age discrimination and unfair labor practices. A counselor for 
the Department advised them that management had the prerogative 
to assign them elsewhere in the Department, in keeping with the 
needs of the service and their qualifications. The actions taken 
by the IGA have the backing of top Sta’,e Department management. 

FUNDI?IG ANU EXPENDITURES 

IGA draws its operating funds from the foreign assistance 
programs it oversees, including the Agency for International 
Development (AID), Military Assistance Program (MAP), and 
Peace Corps. While the Foreign Assistance Act limits IGA 
expenditures to $2 million annually, the Congress has nistorically 
imposed tighter spending restrictions on IGA. Position vacancies 
and reduL& staff travel enabled the Office to meet a reduced 
e:,penditure ceiling during fiscal year 1976. Implementation of 
a time reporting system now *permits it to assess funds from each 
of the participating program segments on the basis of actual 
inspection work performed. However I the costs of individual 
ass:gnments are still not compiled to determine whether 
they are reasonable in relation to their value. 

For fisl-;a; year 1976, IGA was liml.ted to expenditures 
of $1,500,003. Obligations as of June TO, 1976, amounted to 
$1,492,713. Atlotments received from AID, N@, and Peat? 
Corps were in line with IGA inspect!on time expended on tl’ese 
programs. The; time reporting system produced a report showing 
that of the 12 man-years direct inspection time charged in 
fiscal year ?.?“‘6, 57 percent was for AID; 38 percent for !!!P; 
and 5 percent for the Peace Corps, Inter-American Foundation, 
and the Overseas Private Investment Corporation. AID and MAP, 
respectively, provided659 percent and, 39 percent 3f IG1. operating 
funds in the same period. I 

IGP expe:ld i tures for stdff travel t’ere lower than projected. 
Travel obligations &noun:& to $181,900, versus the original 
budget rzquest of $278,030 which .qas based almost entirely on 
100 individual overseas jnspection trips. During the year, however, 
only 61 such trips were completed, coveri?g 31 countries. On the 
average, an inspector completed 2 trips of 25 days each at the 
overseas sites. Plans were to have elch inspector make 4 inspection 
trips during the l-ear. 
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Position vacancies and turnovers also have been a significant 
problem. As of August 1, 1976, of the 25 inspector positions, 9 
vere vacant, 4 were held by departing insphctors and 1 was 
reserved for a detailed inspector. (See p. 17.) Although 7 of 
the vacancies occurred at June 30, 1976, or later, at least 2 
positions have been vacant since March 1976. Of the 11 
permanent inspectors presently on board, none has been with 
IGA as long as 3 years. 

RELATIONSHIPS WITHIN TIiE DEPARTMENT OF STATE 

IGA’s relations within the Department of State seem to be 
imprbving . ‘v;e found evidence that IGA reports were being 
circulated to and read by the Department’s top officials. 
Feedback to IGA indicates that the reports are fourd useful 
and that consideration is being given to integrating IGA more 
into certain oversight activities of the Department. Comiiunication 
has also improved. Requests for subject ideas of possible future 

’ IGA inspections were solicit-d from and well responded to earlier 
this year by members throughout the Department. Disccssions are 
currently being held between the IG and top officials on way-z to 
improve agency compliance with routine IGA inspection findings 
short of invoking the 1G’s statutory project suspension authority. 

PLANNI:JG A%D OPEEUTIKG PROCEDURES 

Because recent IGA management reorganization eliminated 
two of seven top management positions the planning and 
inspection responsibilities were realigned and reassigned. 
As a consequence of realignment, important improvc,,nents have 
been made to the planning and inspection functions since the 
last GAO review. 

The planning function is now the direct responsibility of 
the Deputy Ihspector General while t’le inspection execution 

i I functi.on was assigned to the two Assistant Inspectors General 
! who now have direct line responsibility to carry out the 

inspections. All three of these officials are -political 
: appointees. 
f 
i The current inspeckion plan, prepared by the Deputy IG, 
\ is a reasonable working document for planning and executins 
I inspections. 

by’ priority, 
It is simple, direct, flexible, lists inspections 

and contains high-level management inpats which 
Sseem to address policy matters of concern to top State Department 

management. 

+ 
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Planninq 

The Deputy IG prepares and updates each 6 months or less 
a projection of the planned inspections for the following two 
quarters. We were told that because of the small staff and the 
need for firxibility, a projection beyond 6 months .is not 
considered r’eaiistic. 

The plan consists ok three parts. 

--Inspections in progress and personneal assigned to 
the inspect ions. 

--Scheduled inspections for the na.<t two quarters, 
by title, and personnel assigned to the inspections; 
12 inspections are lisceci, by priority, for tne r,ext 
G months. 

0 --List of inspectors, showing their last assignment, 
current assignment, and date tn.-v will be available for 
the next assignment; and list of reports published and 
in process from previous periods. 

Inputs to the plan 

Inputs to IGA inspection planning consist of (1) suggestions 
or requests by top management of the State and Def arise Depart- 
ments and other agencies involved in li.S. foreign policy and 
programs overseas, (2) problems identified by Ambassadors, (3) 
suggestions of inspectors, and (4) interest shown by officials 
in the khite House, the Congress, and miscellaneous sources. 

Prior to the planning cycle, the Inspector General requests 
suggestions for new iaspections from the Under and Assistant 
Secretaries and other agencies’ top officials. Most officials 
responded with suggestions to inspect problem areas of their 
particular interests and concerns. For example, the Under 
Secretary for Security Assistance list& about eight areas of 
his primary concerns. Shortly after , he made a specific request 
for a survey of executive brancn organizations that deal with 
military security assistance to determine tne optimal oraanization 
needed to support and assist the Secretary oi State in discharging 
his statutory responsibilities for military security assistance. 
This request resl*ited in a planned, high-priority inspection in 
the next inspection quarter. 

-8- 
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-- 

Ambassadors’ conTerns ad views of problems they must. 
handle in their day-to-day work in carrying out U.S. policy and 
programs overseas are discussed it exit conferences and at 
meetings when they are in the State Department. 

IGR inspectors, in the tour st’ of their insgec tions, may 
identify -potential problems for possible future inspections. 
The inspectors prepare memorandums for the Deputy IG suggesting 
inspections. 

Still another input source, we were told, is spec!.fic 
interest shown by the %hite House and the Congress through 
persons1 contacts, hearings, ana reports. 

From these sources the Deputy IG preoares a work plan 
which is discussed with the IG and revises or approved. Usually 
the approval is verbal. The 1G and his Deputy ;naXe the final 
decisions on which inspections will be included. 

Compari.c.on with previo::s IGA planning - 

Previous IGA planning was fragmented and disjointed, and 
no complete plan was preparei. and approved. Although a planninq 
director had been appointed, we found no approved and complete 
planning document for fiscal years 1975 and 1976. A proposed 
1977 plan had been submitted, bu: only fragments of it were 
approved by the IGA. The planning director had prepared only 
the ecoromic assistance program segment and military assistance 
planning was prepared outside of the established directorate 
of planning. 

Further , we were told tnat the preparation of the economic 
assistance plan was time-consuming for the inspectors since they 
did the research and compiled most of the data for the plan 
preparation./ ?f, at a later gate, tne inspection was scheduled 

i and nerJ inspectors were assigned to the project, a review and an 
:i updc te of the same data was required again. 

ii 

The proposed economic assistance plan of the previous 
: IGA consisted of listings of Sroad categories of economic . . . assistance actlvhties number of man ye.%rs ailotted to each 
\ category, a compendiu: of data related to past reviews and audit 
! areas, and suggestions for general review areas for further 

itispections. tiitn time, the planning function under the previous 
4IGA might have been modified as experience was gained; however, 

‘the planning function and plan seemed ineffective and lacked focus, 

+ 
1 i -9- 
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The current IGA inspection plan is simple, direct, and 
flexible because jobs are categorized by priority an;f contain 
high-level management inputs concerning problem areas wnich need 
to be addressed. It is too soon to assess the full impact these 
changes may have on IGA operations. 

Inspections’ 

The two Assistant IGs each head a group of inspectors and 
have direct line responsibility for the inspections from inception 
to completion. 

The cycle begins with the IG or Deputy assigning one sf the 
two Assistants an inspection selected from the work plan. The 
Assistant briefs the inspection team, then all meet witn the 
Deputy to discuss the objectives, how the objective-; were 
determined, the approach to that assignment, and the target dates. 

l The inspection team prepares a proposed inspection plan 
using data obtained from reviewing and examining reports issued 
by GAO, IGA, the AID Auditor General, and from relief organi- 
zations, contractors, and congressional hearings. Ihe inspectors 
also discuss policy and programs with management officials 
responsible for actual operations and contact audit agencies 
of other departments as necessary. 

The team prepares and gives the Assistant IG a summary work 
plan as soon as the basic research work has been completed, usually 
in 2 weeks. After reviewing the work plan, the Assistant XG decides 
whether additional work is necessary or whether objectives need to 
be modif ied. If a decision is made to proceed, the work plan is 
submitted to the IG through his Deputy for approval. ‘vie were tol.d 
that the cycle from beginning of the inspection to its completion 
is about 90 days. 

The Assistant IGs nob have line responsioility, complete 
authcrity for inspections, and quick response access to high-level 
officials because the inspection teams 11ow answer directly 
to them rather than through an additional layer of officials as 
under the previous Director of Inspections. 

Reporting 

The reporting function has remained substantially the same 
since thz last GAO review. However, to speed up the report process, 
IGA is experimenting with the procedure of not ootaininq written 
comments to draft reports from the agencies. 

- 10 - 
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We were told that, because one IGA top management of iicial 
attends both the inspection exit conferences in the field and 
with top agency officials in Washington, the verbal comments of 
agency officials at these conferences will be sufficient and 
reflected in the final inspection report, thus eliminating the 
time required tc distribute the draft report and await written 
comments. This procedure is currently being used with AID t 
Department of Defense is given 7 days to provide written comments 
to the draft report. 

Although this procedure may speed up the reporting process, 
we firmly believe that written comments are essential to insure 
that tne agency has an opportunity to provide a substantive 
response tc the issues discussed in the report and to ensure a 
oalanced perspective. 

Coordinati6n 

Coordination of audit and inspections with other ml]or U.S. 
agencies involved in foreign assistance has improved since the 
previous GAO review. 

. 
The IGA now receives, each 6 months, from the Auditor 

General of AID, Washington, as well as from all his worldwide 
regional Auditors General the audit wsrkload and planning reports 
showing the status of each program and project ard the next 
audit projects to be revrewed. 

The IGA also receives from the Department of State through 
AID a “Quarterly Report of Reviews” which informs it of GAO 
reviews and surveys currently underway in AID. 

We were told tnat contact with the Off ice of the Secretary 
of defense Audit is infrequent because IGA works closely with 
and receives requests for inspectioh directly from the Defense 
Security Assistance Agc,lcy , which is atiare of the Office of 
Secretary of Defense planned audits in the assistance areas. 

Coordination with the Peace Corps and other minor agencies 
involved in foreign programs is done ir,,formally when an ISA 
inspection team is preparing inspection work programs, 

Therefore, we were told that the infcrmation necessary to 
coordinate with the major agencies invol*:ed in overseas assistance 
activities--Defense, AID, and GAO-- 3re available and are considered 
in planning inspection assignments. 

- 11 - 
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ANALYSIS OF IGA REPORTS 

Our prior review of IGA analyze5 selected IGA reports 
and found that the scope and depth of inspections were 
generally within the purview of various internal audit 
activities and that the resulting recomnendatiors were often 
directed at project-level management, We currently reviewed 
recommendations contained in f iscal year 1976 reports and 
found that they: 

1. Reflected an effort to address more substantive 
issues. . 

2. Demonstrated that IGA, while often supplementins 
the internal audit function, has exercised its 
abiliky to perform certain review functions which 
!,ormally would b-a beyond the scope of authority of 
the internal audit agencies. 

3. Have improved in substance but that it is difficult 
to assess the value and cost savings resulting from 
the inspections. 

Reports issued in 1976 - 

During fiscal year 1976, 
programs, 

21 reports were issued on AID 
8 on Defense military assistance programs, and 1 on 

the Inter-American Foundation grant program; 15 of these 
inspections had been made in fiscal year 1975. Overseas Private 
Investment Corporation and the Peace Corps inspections were made 
but this work had not resulted in reports. All of tne fiscal 
year 1976 reports were transmitted to the Office of the Secretary. 

Memorandums were isstied to State 
various inspections and a ntimber 

Department management on 

, end of the fiscal year. 
of reports were in process at the 

i Analysis of report recommendations 
the scope of inspections and 

i The 1976 IGA reports generally G. 
Ithan those prepared in prior years. 

ere more comprehensive 
In certain cases, the 

work could have been done by internal audit activities, and 
many of the recommendations were directed at “lission or 
*reject-level management. However, 
the inspectors’ 

:sny reports reflected 
efforts to address mc te substantive issues 

and often the scope of the reviews were more extensive than 
those ncrmally associated with the internal audit activities. 
These reports in most cases 
pa ‘d inspectors. 

included the prod’ucts of the higher 

d 
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The Inspector General and his Deputy both told us that they 
recognized the need for the reports to address more substa.?tive 
policy and procedural issues and to identify those management 
problems that would be of interest to State Department upper- 
level management. They stated that they were attempting to do 
this both in the planning of reviews and in the performance of 
inspections. 

A factor which we believe has resulted in dispariti.es 
between the significance of the issues being addressed in some 
reports is that, on a number of occasions, more than one report 
was issued as a rzSUlt of an inspection. IGA officials informed 
us that these reports were not consolidated because they wished 
to discuss the issues in depth, because of time differences in 
developing different aspects of the reports, or because of the 
belief that separate reports would be more effective in 
focusing management attention on the issues than would a 
longer report encompassing a variety of only slightly related 
issues. 

Some policy issues raised by the Inspector General are 
discussed below. Some of these issues would most likely not 
be raise6 by the internal audit activities whose primary 
function is to evaluate compliance with establisned policy 
rather than to evaluate the policy itself. 

Policy issues raised by. 
Inspector Generai 

IGA inspectors recommended termination of programs in 
Indonesia carried out under Title II of Public Law 480, 83rd 
Congress. Such recommendations would be of interest to the 
congressional appropriation committees. In reviewing the U.S. 
drug program in a foreign country, the IGA recommended that 
(1) all drug-support responsibilities be transferred to the 
Drug Enforcement Administration, (2) U.S. advisory staff be 
increased incountry, and (3) commodity assistance requested in 
tne lrission budget oe funded. 

The recommended consolidation of program responsibilities 
among different agencies is one of the multiagency review 
potentials whrcn exrsts within IGA. We are not certain what role 
the IGA Should have in estaolishing or recommending budget’ary 
funding priorities, but -this is an area which is probably not 
evaluated by internal and independent audit activities. 

In reviewing the AID Housing Investment Guaranty Program, 
IGA raised certain overall program policy issues, including 
cGnsi3ering the incorporation of interest rate flexibility 
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into the program, obtaining congressional clarification of program 
legislation, and restricting loans to countries that have real- 
istic housing policies. The review was extensi -e and involved 
inspections in more than 10 countries, meetings with ??orld Bank 
and U.S. and foreign banking organization representatives, and 
consultations with congressional committee staffs. 

The IGA on one occasion reviewed a loan that AID was 
proposing for a Central Amerrcan regional development bank. 
The IGA inspectors question4 the loan’s maturity period, grace 
period , and interest rate. ICA discussed its findings with the 
staff of the Senate Appropriations Committee, which has asked 
AID to reconsider the loan very carefully. Vihether the terms 
of the loan would be changed was not decided at the time of our 
review, but the questioning of proposed projects represents 
one area where IGA can be of substantial assistance to 
congressional appropriation committees. 

Savings achieved 

IGA officials advised us tSat they do Tot attempt to 
estimate savings resulting from their re;Jmmendations and had 
no estimation of savings tilat may have resulted from fiscal 
year 1976 reports. One exception to this was the review of the 
proposed AID loar, noted above, for which IGA estimates savings of 
$10.5 million if the terms of the loan are substantially changed. 

We wera unable to assess the savi,?gs resulting from IGA 
reports because (1) the actions recomm,;nded would often 
result in improved management but no specific tangible savinqs, 
and (2) either agency comments had not been received for 
several reports or IGA had not yet obtained compliance with 
the recommendations. 

. 
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CURRENT IGA ORGANIZATION STRUCTURE 

Deputy 
Inspector General 

\ 
1, 

Assistant 
Inspector General 

FSR-1 

I 1 

-T- 
Chief Inspector (FSR-2) 

and 

9 
Foreign Assistance Inspectors 

(FSR-3 and-4) 

Director, Offjce of 
Reports and 
Management 

FSR-1 

Assistant 
Inspector General 

FSR-1 

Chief Inspector (FSR-2) 

and 

Foreign Assistance Inspectors 
(FSR-3 and-4) 

‘9 

i \ 
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PREVIOUS IGA ORGANIZATION STRUCTURE 

Inspector General 

EX-IV 

Deputy 
Inspector General 

EX-IV 

Assistant 
Inspector General 

FSR-1 

Assistant 
Inspector General 

FSR-1 

Office of Planning 
Director 
Office of 

Inspections 
FSR-1 

Foreign Assistance Inspectors 
(FSR-2,-3 and-4) 

Director 
Office of Reports 

and Management 
FSR-1 
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PROPOSED IGA STAFFING VERSUS ACTUAL ORGANIZATIONAL STRUCTURE 

AS OF AUGUST 1, 1976 ' 

Inspector Generaal 

Deputy Inspector General 

Assistant Inspector General 

Director, Office of Reports 
and Management 

Chief Inspector 

Foreign Assistance Inspector 

Foreign Assistance Inspector 

Administrative support staff 

Grade 

Ex-IV 

EX-IV 

FSR-1 

FSR-1 

FSR-2 

FSR-3 . 
FSR-4 

Various 

&. of positions 

Proposed Present 

1 1 

1 1 

2 2 

1 1 

2 6 

8 10 

13 9 

11 -- 11 

39 41 -I- -.- C 

On board 

1 

1 

2 

1 

a4 

b6 

6 

Jl- 

32 C 

a 
Includes 2 inspectors and inspector positions scheduled for termination. 

b 
Includes'2 GS-15 inspectors scheduled f r termination; to be replaced 
with 2 FSR-4 inspectors. 9 
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July 20, 1976 

Hon. Elmer B. Staats 
Comptroller General 
General Account:ing Office 
Washington, D. C. 

Dear Mr. Staats: 

In the Spring of 1975, the General Accounting Office, 
responding to this Coamittee’s request, reviewed the opera- 
tions of the office of the Inspector General, Foreign 
Assistance. In the report submitted to the Committee, your 
Office indicated that some changes were being aade in those 
operations, but that more t&m was needed to see whether 
they would produce changes consistent with the intent of 
the legislation es1:ablisbing the position of the Inspector 
General, Foreign Assistance. 

In dew of the passage of tine since the subtissioa 
of the above-mentioned report, the Ccmmittee would appra- 
ciate your cooperation in taking a secoad look at the In- 
spector General’s operations and in advising us of the 
changes which have tracsptred there during the past year, 
Specifically, rJe would be interested to how what changes 
have occurred in the personnel of the Inspector Getmral’s 
office, in the qualfty of the reports prepared as a conse- 
quence of his staff’s investigations, and in the respocsive- 
ness of the agencies concerned CO the recommendations made 
in such reports. These findings should be accoo;panied by a 
brief evaluation of the relevance .of the changes to the re- 
commendations of the 1975 GAO report. 

Eecause of the tiss limitations of this shssioa of the 
Congress, it would be appreciated if the above updating of 
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your 1975 report could 'le completed no later than August 20th 
and submitted to this Committee in the form of a letter report. 

The staff of the Committee on International Relations will 
be available to work with your Office in the resolution of any 
questions which may arise in the course of tt,ls un3zrtaking. 

With 'Jest wisI-\es, I am 

Sincerely yours, 

Chairman 

TEM:mcd 
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