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lr. Chairman and Members of the Subccocmnmittee.
l.e appreciate the opportunity to appear before the sub-
cormittee to surmarize the results of our followup on cur
report on the operations of the State Department's Cffice of
the Inspector General. Our work was performed at onEj????EEED ‘b\
and followed the 1ssuance of our report in LCecenber 1878 en- (//
titled: "State Lepartment's Cffice of Inspector General,
Foreign Service, Needs to Improve Its Internal Evaliaticn

Process." You specifically requested that we determine the
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cornplyling with our rerort recommendaticrs and vith GAC audit-
inrg standards and wnetbher the Office of the Inspector Ceneral
should be 1ncluded 1r the legislation concernirg Inspectors
Ceneral.
In our previous report we found that:
--Independence and competence are corpromlsed by the
legal recguirements that (1) diplcmatic and consular
costs be i1nspected at least biennially ané (2) for-

re be a

elLgn service offic

Ml 2L Ve e =

u

:s1gned cr detalled tc

v R

v
1

perform this function.

--Tke Inspector General atterpts to conduct across-
the-board evaluations at each post a least bi-
ennially and to cover such a btroad rarce of func-
tiors that the staff 1s sometimes spread tcc thin
to do a thorough analytical job.

~-The Inspector General 1s resronsible for evaluation
of foreign policy assessments and for political,
econonic, ard comnercial audits, as well as rore
traditional audit functions involving consular,
budget and finance, administraticn, and general
services. BhEis staff i1s corposed of Foreign Service
officers servirg 2-year tcurs and auditors with
longer tenure.

--Foreign Service officers are detailed as inspectors

for temporary tours of 2 years and then reassigned



to activities vhich they may recently have evaluated

has necative as well as positive aspects Cn the one
hand, the officers nave extensive experlence 1n the
foreign affairs area, but on the other hand this same
experience could lead the officers to accept present
operating methods withcut the raising questions that
might occur to independent observers. Yoreover, this
relatively short tenure does nct contribute to effective
rlanning and gerformance.

--The Inspector General also evaluates the perfcrmance
cf Foreign Service personnel. The staff then pre-
pares reports which cover each evaluated officer's
supervisory functions, personal performance, and
promotion potential. This 1s an operational func-
tion which should not be performed by an internal
review group.

We recommended that the Congress.

-—Amend the Foreign Service Act to eliminate the
requlremengg—g;;fzz;‘;:;;nlal inspections of each
diplomatic and consular post and substitute a more
flexible interval and (2) detailing Foreign Service
officers to the Office of the Inspector General.

With respect to these findings we also recommneded that

the Secretary of State:



--Direct tre Inspector Cereral, Foreign Service, to
revise 1nspections to enphasize to a greater extent
the brcad, overall audits of precgrams, functions,
ard activities rather than focusing principeally on
1ndividual foreign posts.

--Require the Inspector CGeneral to tallor assignnents
tc those prograns, functions, and activities consid-—
ered most inportant, thereby allowing bis i1nsgectors
the discretion to delve nore deeply 1rto those areas.

-~Relieve the Cffice of the Inspector General cf the
responsibility for evaluating the perforrances of
personnel assigned to posts and offices under i1nspec-
ticr so trat inspectors could focus rore completely
or their regular inspection functions. The officer
perforriance evaluation would than be perforred by
the Cfficers' superviscrs under the Cepartnent's
basic personrel evaluation process.

--Analyze the compositionr of the Inspector General's
operations 1n terms of the tyre of personrel ard
duration of their assignments with a view that the
evaluation group should be--to tte maximum extert
possible, consistent with the TCepartnert's opera-
tions-~-conprised cf personnel with substantial
education and experience 1r nanagerial and

operational auditing and analysis.



We concluded by stating that proper implerentation of
these recommendations would result in the production of tne
kinds of evaluations and reports contemplated by the Inspec- /4_
tors General Act of 1987¢.

Cur followup has shown that very little action has Leen
taken on our recommendations to date. In our opinion, the
matters that require priority attention are (1) increasing
the independence of the Inspector General function, (2) plac-
1ng adequate attention on audit matters vis-a-vis Lnvestigation
matters, (3) initiating actions necessary to expand area angd
program coverage, and {(4) reducing individual post inspections.

We wotld like to point out, however, that the fundamental
constraint inhibiting the State Cerpartment from full irplemen-
tation of our recommendations 1s Secticn 681 of the Foreign

s
Service Act, which (1) requires inspections of all posts on a
T
2-year cycle and (2) assigns Foreign Service cfficers as 1in-
spectors for 2-year tours. If we expect the State Departnent
to meet the intent of our recommendations, than we urge that
the Foreign Service Act be amended to provide for more flexible
inspection cycles and to eliminate the requirement that Foreign
Service officers be assigned as inspectors.

We noted that the State Department has proposed legis-
lation that partially meets the intent of our recommendations
and has also taken some actions to comply with them. Never-
theless, we believe that the Department falls far shert in the

following areas.



INDEPE! CEMCE

The State LCepartment's proposed legislaticn appceirting
the Ipspector General without & specific tenure 1g, 1n 1itself,
nct sufficient to assure a raxinurn degree of 1ndependence.
he believe that, to maximize the degree of i1rdependence, the
Inspector Gereral should be appointed for an indefinite tenure
or until retirerent to preclude reentry into nornal Foreign
Service assignrents.

21so, the proposed lecislation does rot eliminate the
requirenent that Foreign Service officers be assigned to
serve as 1nspectors. VWe believe that such assignnent 1is
imprcper because of the likelihcod that the inspectcrs will
later become the i1nspected (as they are well aware) and this
could constrain themn fror rerorting as candidly as they other-
wise should. These circumstances and the i1rspectcrs' own
close relationships with the Foreign Service and i1ts functions
cculd tend to dilute the independence, completeness, and ob-
jectivity of their inspections ard reporting. It 1s important
that all inspectors and auditors be i1mpartial, i1ndependent,
competent, and objective. Therefore, 1t would be inappropri-
ate for inspectors and auditors to be Foreign Service officers
with short tenures. Ve believe, however, that, when circum-
stances so warrant, Foreign Service officers could be called
upon to participate on audit or inspection teams with the con-
trol and responsibility for conduct cf audits remalning in an

independent inspector or auditor.



Cur position on this matter 1s not to impugn the 1n-
tegrity of the Foreign Service officers involved; rather,
1t recognizes inherent hunan terdencies that develop curirg
such special relationships over extended tire and thus gives
the arpearance ¢of non-independence.

AUCIT VERSUS INSPECTICI MATTERS

The State Department has not, 1in ocur cpinion, given
adequate emphaslis to the auditing functions. Illustrative
of the Departnent's approach 1s the fact that the two LCeputy
Inspectors Gereral are Foreign Service officers, whereas the
tcp auditor serves orly as a staff officer., It would be nmore
appropriate for one of the deputy positions to be filled by a
competent, gualified auditor with line responsibilities. Also,
such action would be 1n conscnance with the Inspector Gereral
Act, which prevides for recognition of the difference and the
importance of both the i1nvestigation and audit furctions.

PROGFALll, FUNCTION AND ACTIVITY REVIEWS

The Inspector General's reports, i1n cur opinion, colld
be more substantive 1n content, ard, thereby, mcre reaningful
1f wmore inspections were directed toward selected functiors
and activities on a regional or worldwide basis, as appropri-
ate and feasikle and 1f, inspectors also evaluated the results
cf ongeing functicns and activities.

The legal requirement for post inspection every 2 years

limits the Inspector General's ability to embark on more



-

efforts of a broad nature. Ve are nct suggesting the traci-
ticnal post inspections be completely elininated, but rather
rocinting out that the legal recuirermert limits the Inspector's
flexibility. Even so, we have noted some atterpts since our
reivew to undertake broader efforts.

GAG AUTCITING STANDARLE

As stated previously, independence 1s cne of the basic
tenets of GAO's Auditing Standards. While recognizing that
independence 1s a relative ratter, we have strorg reservations
that Foreign Service cfficers who serve temporary duty of
2 years &as inspectors fully meet our standard of i1ndeperdence.

Alsoc, the results of our work shows that the State Cepart-
ment's Inspector General 1s not fully conplving with the rost
fundamental GAC Auditing Standard--documentary support for
findings, corclusions, and recormendations--whichk affects the
authenticity of other standards. Thus, we believe the Irspec-
tor General should set up a review systenm that vould assure
compliance with GAC Auditing Standards and prcper vorkpaper
documentation.

FUNCTIONS OF INSPECTOR CGEMNEPAL
FOREIGN ASSISTANCE

The Inspector General, Foreign Service, 1g not perfern-
ing all of the functions reassigned from the Inspector Ceneral,
Foreign Assistance. The Inspector General, Foreigr Assistance

was responsible for reviews, inspections, and audits or progran
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administered by: (1) Agency for International Development (AID),
(2) the Military Assistance Progran (MAP) including sales,

(3) Peace Corps, and (4) Cverseas Private Investnent Corporation
and Inter-Anerican Foundation.

The function of the Inspector General, Foreign Assistance
was, broadly speaking, to perform for the Secretary of State,
with respect to foreign assistance cperations, services some
what analogous to those performed by internal auditors.

The State Department stated that 1t has plans for 1ts
Inspector General to assume all of the reassigned duties.

The plans have not been implement ktecause a funds repregranming
request, which would have provided the resources needed for
the reassigned functions, was denied.

We believe that, 1f the congressional cobjective of
improving the quality and substance of inspection reports
on foreign assistance and development progrars 1s to be
realized, the Inspector General needs to revise 1ts basic
inspection apprcocach 1in order to produce the kinds of evalu-
ation and reporting needed by management and ccntemplated
by the Congress.

We also believe that the State LCepartment needs the
necessary funding to implement the transferred functions

and to acquire the needed staff.

O



INMCLUSICI CF STATE IC UMNCEP
INSPECTICN CEVERAL ACT CF 1678

As we stated, the 1mplerentatior of recomrendatiors tc

review the Foreign Service Act of 19246 and to i1irprove tre

0
——
staffing, planring, and progranirg operaticns of the Inspec-

tor General could bring that function closely 1n line with
the objectives of the Inspector General Act of 1978. It
wculd, however, be beneficial to bring the State LCepartnent
under the Act 1n order to insure the continucus application
of the okbjectives of the Act. It well could be that rew
adrministraticns 1n the State Department would not be suppcr-
tive of the Act's intent and, 1n the absence ¢f legislaticn,
the function's effectiveness cculd be diluted.
* * * = *

Mr. Chairman, this concludes my prepared staterent. e

will be pleased to respord tc any questions you or cther

nmenbers c¢f the Subcommittee nay wish to ask.
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