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SUMMARY OF FINDINGS AWND CORCLUSIONS

The Role of the Director of Finance

1. The formal promulgation in Agency regutstion of the mission

of the Director of Finence states that he is "responaibls for all .,

financial operations of the Agency." 1In practice, hovever, many

aspects of ﬂgengg financial operations &re withig the purviev of

the Director of Finsnce only tangentially oy not at &1.3;5,_“‘?;'1."?1”

guities in the relationship between Finance and the rest of the
Agency may have existed Irom the very beginning as an unavoidable
consequence of compartmentation. For vhatever reason, the Directer
of Finance is excluded from matters that should be of proper coucern
to him. He does ve ttle in the of fin Saalyads, shich
e feel should be one of his main responsibilities, ng

revision of the statement of mission and functions of the Director

of Finance to reflect more rcalistically what is expected of hium.

Management
2, Management of the Office of Finance is highly centrallzed,

mrkedly conservative, and quite rigid. It ia not an ofnce in uldch

S "

change comes easily nor in which creativity is encourag « Qver cue-

U T AT o

W R B S

TR Sy

third of our report is devotod to the subjec:t of ;;ersonnel panace rerent,

et L s RS AR - W PV,

and we are highly critical cf much or what we found.

TR T
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Ihe Fineunce Career Service
3. The FMinsnce Career Service has s Career Service Grade

Authorigation of |:|positio:-m, of which e allocated to

the Office of Finance ai headgquarters and are allocataed to

other Agency components. We see as one of the major problems
-~

facing the Director of Finance the need to create a work force

 —

with a ecomposition such that 1t can meet the varying *meds of

ok B AR

the present and, as a corollary, build the hroad.ly baseé. talents

it g R e R L SRS 4 2 SRy w AT

esaential to mture mmnggmeat af the Career Service. The Caraecr

Service 1s now populated with large number of persons

with narrov skills of limited utilitygu and the trend in the Service
St

WENS S =

appears Lo be toward perpetuation of that pat.tern. Change will not

s RS e SR AT

come easlly or quickly nor, we might add, of its own volition. What

is reguired is & deliberate and diligently pursued erfox't to racast

e st 1 TSI T e

the Finance Career Service mold so a3 to attract persconel with

potential for growth and to furnish them the incentive and the

opportunity to develop their netive talents.

<er e g,

Recruitment

k. The Director of Finance is interested primri]y in regruits

_with sccounting backgrounds. Almat all new I"inance pmfeasionai

R~

perscnnel are obtained by direct recrultment and almost none through

pmae R i

-

the Support Career Training Program. We question vhether an secount-

Sum kAT 5 K (s WA

ing background is essential for many of thmitiorm in the Orfice

e, gkl e
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of Finsnce. We belleve thal more enpbasis should be placed on

o

obtaining young officers with more hroadly tmsed. sptitudes snd
Anterests who may be groomed for _Eg_{iticns of management and lesder-

ship.

g ——"

The Age and Grade Structure of the Finance Career Service

5. The Finance Career Service has a much older population

than either the rest of the Support Services or the Agency as a

whole. It hes a heavy concentration of officers at the 3-12/13

level with en average sge of 5.9 years. The average age of

officers at the G8-9 to GS-11 level is L2.2 years; tbus, they will

be approaching the retirement zone closely on the heelg of the

- ] 02 R - s
__l\m;ge number of (S-12's and (i8-13's. OUne-quarter of the presen

Finance work force elther will be expected to retire or will bscome

eligible for optional retirement within the next flve yesrs.

Position Reclasglification

6. 'The Director of Finance hopes to find at least partial

i PRRRRE HTS  epm

solutions to many of his problems of personnel management through

upgrading of dogens of Easitions by position reclassification.

Regardless of the merits of nis plea for upgrading of slots, we

L.l o g

cennot see position reclassification as enything but a short-renge
e

palliative for long-wa.n_ge 11ls arising from Finance ‘ﬁ philosophy

and methods of personnel menagement.

-3 -
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Rotation

7. We encountered extersive and severe criticise of the

_ operstion of the rotational scheme by the Office of Finance. The

thrust of those criticisms wes to the effect that the finance officer
is transferred Just about the time he has really learned the Job,
that the tranafer is often on very short notice, and that the

replacement 18 siow in arriving. The lack of flexibility in the

meanagement of the Career Service, which is manifested in many wnys,

is perhaps most noticeable in the administration of the rotationsl

mechonism. The crash requirement, which will alvays be with us,

Aigrupts the rotational psttern, and Finance does not have

T

jr_@nizational or zanlpulative resilience needed to hring it smoothly

back into shape.

The Rple of the Support Staff in Personnel Management

8. We question whether the Support Staff of the Office of

Finence makes the sort of contribution to planning and execution

e
LI Y

Ehat one finds in most other Agency components. The support element

must be an instrument of comsand, but it also should have the capacity
to influence command decilsions by infusing ideas drawn from knovwledge

of or experience with other ways of doing things elsewhere in the

Agency. The Director of Finance hae stated that he wants to upirade

@ role of his Support 3taff. We think it is wvorth a try.

s e

- b«
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Financial Trensactions - Processing and Records

9. In our last swrvey of an Operating Division of the

Clandestine Services, we observed certain anomelies during our

inspections of its field stations that led us to believe there

was need for streamlining the Agency's mechanisms for financial
sdministration. We examined the procedural aspects of financlal
operations at headquarters in thise survey to see if the previously
observed complexities were umique to field financial operations or
vhether they were s reflection of the operation as a whole. 1%
may be thet the system cannot be aimpliﬁedT-Mt the checks and

TS "
balances are ezsential to dehec‘b and to eliminate error. it 4s

2 2w s A

our diatinct impression, hovever, that the mchanism 1s error-prone

g AT SO S o -

- N o

in par‘t because of 1ts sheer unwieldiness. The Study of the

-
PRI

_!f_rccurement Systems of the Central Intelligence w which was

mede by & firm of speclalists under Agency guidanct y ma.de numerous

P s eSS

recommendations for improved efficiency of procurement operations.

We believe that a similar study by a comparable group of apecialists

T TR

- S et S

of finsncial paper processing and recordkeepixg_wulﬁ be well ygy}?

S

the cost of the study.

Processing of Travel Clalms

10. We examined the problems of processing travel claims gquite

¢losely~~in part because we took with us to the survey a concern for

-5 -
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this matter. The Inspector General, over the years, has been the
recipient of & number of complaints or of appeals of settlement of
clsims, which upon investigation appeared to have arisen from
defects or ambiguities in interpretation of travel entitlements.

a. We found evidence of much confusion and a great deal

of lost timev resulting from lack of familiarity with changes

in travel regulstions, new travel forms, and the like,

b. Me is 1little uniformity within the Agency on

payment for travel and of per diem mt rates less than the

established maximums. We found reimbursementis ranging from

"something out of pocket” to "all thet the law will allow."

We are unable to see the rationality in a system that permits

such extremes to exist side by side within a single agency.

¢. There is no single point in the Agency to which

technical questions on travel snd trensportatlon may be directed

for an suthoritatlve answer. The particularly troublesome

cases are those arising from provisions of Agency regulations
that may be interpreted elither for or againet the claimaunt
and which, legally, could be decided either way.
We think an answer uéa in a well ordered and vigorous attack on
the whole range of problems associated with travel processing. ...f“:‘."m

recommend the establishing of an Agency Trsvel Policy Committee,

-6 -
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patterned after that in the Department of Defenae , with broad

responsibilities and authorities 1n the field of travel and

transportation.

Administration of the CIA Retirement and Disebility Fund
31. Although the procedures during the first few years have

been rather informal, we belleve that the Fund has been adequately

administered and 1s now well invested. All estimates, however,

point to ano imminent incresse from the nov 4n the port-

folio to about |:|~to which will be a2dded an annual surplus

of over |:|ror s number of years to come. The FY 1967
Projected Estimate of Fund Activity predicts a principal fund of

by 1980, and that sum may well be exceeded. The number

of annuitants and their total annual benefits may triple in the

next three or four years. These factors point up the need for a

wore formal method of administering the Fund, particularly the

long-range investment program. We have recommendations toweard

that end.

-7 -
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INTRODUCTION

1. The last Inspector General survey of the functions now
performed by the Office of Finance was made in 195k4 when the present
Office of Finsnce was part of what was then known as the Office of
the Comptroller. We ordinarily are sble to Judge progress in attain-
ing long-range goals by conparing findings in & current inspection
with those of the last report of survey of a component. In this
case, the results of an inspection made so long ago of a component
that is now so different are of little pertinence to our present
effort.

2. The present inspection was made by a three-man team consist-
ing of two members of the Inspection Staeff and the former Assistant
Deputy Director for Support who was brought back from retirement
under contract specifically to participate in this survey. Although
the last report of inspaction of the finance functlion was of little
value to the inspection teanm, the inspectors found that other, more
recent reports of survey did pertain, at least in part, to the func-
tions of the Office of Finance. Principal among these is A Study of

the Procurement Systems of the Central Intelligence Agency. That

report and various others were revievwed, as well as applicable regula-
tions, handbooks, and other issuances. We 414 not attempt to interview

all employees of the Office of Finance. We did, hovever, ianterview

SECRET
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all available officers in positions of responsidility in the Office
of Finance, a representative sanpling of personnel in all grades in
all Finance components, and nmany sealor personnel in other offices
who are knowledgeable of the Office of Pinance or of financisl opera-

tions in general.

3. We 414 not intend that this be a survey of the financiel

management of the Agency nor an snalysis of how the Agency spends its

funds. We confined ourselves Lo an examinstion of the role e:tha

Director of Finasce in the Agency's financial cperations | and of tne

performance q: nis Office in discharging }te raa?onsihintias \méer

e AR TR

spproyriate Agency regulatious and directivea

h., In our many intervievs of officers outside of the Office of
. 2 - i N SE  oea

Finance we found none who questioned the integrity of the Agency's

_iugchmim for accountadility and control of funds. All who had
dealings with the Monetary Division and with the Industriel Contract
Audit Division spoke well of their performances. Everyone seems 0O
take for grauted the work of the Compensation and Tax Diviasion in
getting out our pay checks. We know personally several senlor oificers
vho rose through the Finance service and who novw e in positions of
responsibility elsevhere in the Agency.

5. Yet, in spite of these plus factors, we find that the Offiee

5

of Finance has & generally peor mgc. It is looked upon as an office

that has stood a‘ti,ll while uhe Agency as & whale ha,s meved forwm'é

i 5 T L SR B e r

i 3 i T P B

- -
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Many of the officers who begen in Finance and have since gone ob to
other jobs tend to view transfer more as & means of escape than as
advancement. Improving the image is a desireble goal, but it 1s vot

an end in itself. Finence's image is an external reflection of its

internal mode of operation and as that mode chenges, it 1t does, 80

%{111 the image change.

-3 -
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THE ROLE OF THE DIRECTOR OF FINANCE

1. 7The Director of Finance does not lnvolve himself aggresgiyely

1n financisl management issms outside the noxYow fiald of accounting

(-\)(6 Q).::})&-&t s y .':m‘
-~ in areas such as procass and systems impmovamnt, covert funding,

evaluation of current techniques, studies of cost‘&effectiveness, and
generation of reports useful to management in program evaluation.

’I'he Director of Finance himself faels that he has no charter to

“ & iR R £ v i R TR T
analyz& costs or cost effex %’eness! to Judge the mm cxpendi-—

et

tures {as opposed to mere lega.lity), or ta‘contribute to the _prepora-

e b g ST

tion of budgets (other then that for his own office). In our view,

the eh&rter of the Dj..:rector of Finfmce cou_ld be 1nt§}*_9retgd\ a8 ;:w;ranting

him authority to do =ll of these things but is actually interpreted

At DV i PR s e e

to deny him most of those authorities.

2. The formal promulgation in Agency regulation of the mission
of the Director of Finance states that he is "responsible for all
financisl operations of the Agency.” We reallize that this statcment
was wriltten by the Director of Finance himself, but the fact that
it was approved for publication attests to its acceptance throushout

the Agency. In practice, however, many aspects of A&Qn%fin&mr'iﬂl

ey

operatlons are within the purview of the Director of Finance only

A

ta.ngentiall,y or not at all. We found the Director of Financre troubled

over his exclusian from matters that ne felt shcula b@ of prope:r cone

b B R NSRRI - £ e i iy e e meanioo A

-y

cern to him. This f’eeling &oes not stem from a thirst for pover but

A3 R 2

from honest frustration in the face of smbiguity.

.
- -
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3. The frustraiion may not be of recent origin. Ambigulties
in the relationship between Finance and the rest of the Agency msy
have existed from the vary beginning as an unavoidable consequsnce
of compartmentation. The evidence we have suggest# rather strongly
that, regsrdless of the duration of the problem, its &imensions today
differ from those of earlier years.

4. Originslly, budgetery and financlal operations were cordined
in what was known as the Office of the Comptroller, which vas sub-
ardinated to the Deputy Director for Support. Effective 1 April
1962, the DDS was relleved of responsibility for directing and
scordinating the activities of the Comptroller, who thereafter reported
to the Office of the Director. Effective 2 July 1962, the mission of
the Comptroller, which until then had included responsibility for
finencisl analysis, was expanded to include responsivility for program
snalysiz. Effective 18 Novesber 1963, there was a massive realign-
went of responsidilities for budgeting, financlal operations, and
program snalysis. The Uffice of the Comptroller vas made an integral
part of the Office of the Executive Director, and the Executive
Pivector became the Agency'’s Comptroller. The Office of Budget,
Progran Analysis, and Manpower (BPAM) vas established, with its
Director reporting to the Executive Director-Comptroller. An
Office of Plnance was astablished, with its Director reporting to 1

the Deputy Director for Support. Simultaneously with that reecrganization,

-5:-
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the mission and functions of the former Office of the Comptroller
were reapportioned smong BPAM (budgeting end program analyaiQ),
/3t (automatic data processing), and the Office of Finance
{financial pperations, accounting systems, and control of funds,
assets, and limbilitles).

5, The present alignmert of functions, vhich separates plenning,
programuing, and budgeting from financial operations, is similar to
that found elsevhere in government and in large lb,uaimsses and,
logically, places control of programs and of manpower in the hands
of persons authorized to act instemd of to recommend. Yet, something

seeams t0 be missing: the bridge between Tinancial operations and

program planning. The financial menagement issues, to which wve refer

in the Pfirst peragraph of this section, lsrgely concern this gap,
vhich we will here call "financiel analysis.”

6. Financial snalysis once loomed large enough In the responsi~
biliﬁiea of the Comptroller to be named as one of his three maln
magsions. We Find it listed in each revision of the statement of
miseion and functions of the Comptroller begimning in Pebruary 1958
{the earliest version we have) and continuing until March 196k, In
July 1962 program analysis was added to the mission and was combined
with financiml analysis. The Compiroller had immediately subordinate
to him & unit known as a Financlal Analysis Staff, which became the

Progran Analysis Staff when progranm analysis ves added to the miesion.

-6 -
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MISSION

The Comptroller.......,.ils responsible for all budgetary and financial operations of the Agency;
The Director of Finance is responsible for 8ll.eeeveeee......Cinancial operations of the Agency;

for the....esvevvvsoestablishment.voeeesseses.. .and maintenance of accounting systems;
for the development, establishment, supervision, and maintenance of accounting systems; and

for the control of all funds, assets, and liabilities; for providing meanagement with program
for the control of &ll........assets and liabilities.

and financlal analysis; and for the development, preparation, and execution of the Agency budget.

FUNCTIONS

The Comptroller.........shall: Conduct program and financial analysis; issue analytical reports
The Director of Finance shall: Conduct..seeessesssofinancial analysis.eesesececsseesesscosoncas

for plenning purposes; and render advice.....sveesyese....0n the financial aspects of program plans
evesesreccsonsssoseses.8nd render advice, as appropriate, on the financial aspects of program plans

and operations.
and operations.
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With the establishment of BPAM in November 1963, it absorbed thc

Program Analysis Staff. Progream analysis and financial anelysis

thereupon disappeared from the statement of the mission of the

Director of Finance. Financial analysis remains as one of the

ennumerated functions of the Director of Finaace, but we find very

.

1little of it belng doue. Tl_x_c little there is exists at the braach
level. |

7. It might be held that financlal analysis is implicit in
program analysis, but we belleve that there iz a distinection and

that at least some effort has been made to maintain it. On the

f&cing page is a comparison of statements of mission and of one

func‘cion for the Comptmller prior to the creation af BPAM and mz

S SEMTORE PR e

the Director of Finance thereafter. The st&temeg?gng?afixgng "to: the

Comptroller is in black and to the Director of Pinance in red. It

seems clear that it was intended thai financial anslysis remain vith

L N P

the Director of Finance.

8. Other ambiguities in the role of the Director of Finance
stem from fragmentetion of his stated respaﬁsi’bility for all
financial operations of the Agency. An exsmple is thc development,

review, and evaluation of covert funding srrangements. Before the
M B AR s =

_recent compromiges of Agency funding techniques, covert vfundingb was

1e.rgely the regponsibility ot’ the Chief, Central Cover Staff af tbe

W

Clandestine Services. The Directax' of Finance has a representative

P i O LA A

-7 =
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of his Monetaxy Division working with Central Cover on covert funding,

Dt e

but he has no cherter for this--except as may be implicit in hie

brosdly stated responsibility for financial operations.

9. On the other hend, there sre sspects of financial operstions

fcr vhich he does have a clenr charter but in which he plays a limited

R G Y

rale. An exanple is the limizﬁd perticipation of the Director of

Pinance in the financlal monngement of proprietaries. One of kie

functions, ae established in Agency regulation, iz to "develop,
establish, and technically supervise, in cooperation vwith applicsble
Ageancy c¢omponents, necespary accounting systems, finauclel reporting,
and mndina procedures and fiscal controls. . . for proprietary,
amidy, and othar special pojects.” There is basic dissgreemcnt

mrsr mmer role of Finance's Prcprietary Systems and Accow:te

sl i

Division (PEAD)--whether it should merely keep the books or vhether

it shog;ld have a real hand in finanelal manggement. We might note

‘that as of June 1967 PSAD had insufficlent qualified manpowver o do

mch more than carry out the bsre baokkeepmg and accounting function.

e O s 3

Ths Proprietary Study Group, vwhich made 1ts study concurrently with
this swrvey of the Office of Finance, looked closely at financisl
management of proprietaries, capeciaily the role of service proprie-
taries. We feel that the Director of Finance should be allowed to

exarcise greater Influence on the financial services of all proprie-

taries than he now does. Thc. Study Group's report, vhich has alreaﬁy

R

m issued, has recommendations to that effect.

e ST

B -
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10. Certain, in fact many, of the smbiguities in the role of the
Director of Finance do not arise from imperfections in the written

statement of his mission and functions. We suapect that pext of the

e bl

aifficulty ldes in an uneasy adjustment to the changed mission of the

Office of Finance. Responsibilities it once had for budgeting ead

Ry, s A

to it, yet much of the work is still

G G ¢ TR R

for program analysis are nov lost

done by Finance careerists on sssignment to OPPB We have seldon

found 1t profitable to seek buresucratic solutions to problems, but
in this case we think & buresucratic approach mey help. The Director

of Finance 1# now, and we believe has been from the beginning, nssigned
L. s SRR PRI e s Lo e oD ¢ 8 BTN L s i g ORGT iy e T e

responsibilities that he is not permitted to carry out. Historically,

the statement of his misslon and functions has described what hc thinks

Ty T e

P

his role should be. It has not described the role as 1t actually

existed. Ve believe it is time to rewrlte the statenent ;q i‘zjgtle;tt

- P

vhat the Director of Finaence 1s really expected to do--making it

clear to those concurring in the statement that they do so in the
understanding that the Director of Finance will be expected to exercise
the responsibilities assigned to him.

It is recommended thab: ol L

The Deputy Director for Support cause to be issued
a revision of Agency Regulatlo Organization,
Office of Finance, assigning to the Director of Finance
those responsibillties and authorities agreed emong the
Deputy Directors as being properly his, specifieally to
include financlal aralysis as one of the priacipal ele-
ments of his miasion.

-9 -
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MAHAGEMENT

1. Mansgement of the Office of Finance is highly centralized,
markedly conservative, and guite rigid. Finance is not an office
in which change comes easily nor in which creativity is encouraged.
This is a harsh judgment, but it is one that is supported by our own
cbgervations and by the comments of Finance employees we intervieved.

Many of owr findings and conclusions set forth in subsegquent eectiona

g o

of this report are concerned with the managerial style ar the oi‘fice

Ul N —

and with 1ts consequences. These brief examples are illustrative:

a. In fiscal year 1967, eleven employee suggestions vere

m&e wi‘bhin the Office of Fimanee; Finanee en&orsed only oue

s o S MR T L. T PR TR TR 0y -, T YR

o DWNIRINE S

for appcroval--for an award of $30. Tuis compares with 23

suggestions made within the Office of Cmmicatipns 5 of which

nine were adopted for a total of 81,200 in awards; 33 mads made

within the Office of Ingistica with 15 a.&opted for a totsal

g 1 B i s
of $2,860; and 11 made within the Office of Security + vith

M AT LTI

five adopted for a total of $1,255 avarded. Sug:estions for

simplified Time and Attendance procedures, for example, were
made in 1956 but hod not yet been acted upon as of 6 July 1947,
eleven years later. The reason given in response to our query

was that "this involves a regulation change."”

- 10 -
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b. The establisiment of the Covert Tax and Allowance

Committees, the concept of commuted travel, and the decen-

o e, SR

tralization of certification procedures, which are widely

viewed within the Agency as decided improvements, were

initially resisted by the Office of Finance.

¢. The Office rust administer a complex rotational scheme

in which one-half of Finance careerists serve in assignmente

away from the Office of Finance. That and other personnel

metters are almost wholly controlled by the "fromt office.”

The Director of Finonce estimates that his deputy devotes |5
percent of his time to personnel administration. The office
does not have a professional personnel speclialist. (As we will
note in a later section on personnel management, many of tie i
components to which these finance officers are rotated are
quite eriticsl of the way rotation 1s menaged.)

2, We camnot, in falrness, say that the managerial style of

the Office is deliberately intended to operate as it does. It is

likely that it has evulved gradually over *the years as a reaul'b of

g :

K ae

the concentration of expertise in the hands of a very few. Tha

——

:rm.tx' genior officers in the Office of the mrectoxj have 130 years

T

of gmrxmn‘b service among them and an a.verage 3ge of 56 years.

..... ey rer G R R AT

They are solidly exyerienced in ﬂnancial aperaticne. Kot unnatm*ally ’

iy, . RS kil R D ¢ oA

ﬂmy tend to stick to methods they have used and vith vhich t.hey are

themughly Taniliar.

i gt SR TS S i 3 i A

- 11 -
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STAFFING ARD PERSONNEL MANAGEMENT

1. Ehe most serious of the problems afflicting the QOffice of

Finance and the 8F (Finance) Career Ssrvice are centercd in the ares

of personnel management. The Director of ?&gnce‘hopes«pf find_tagg

least partisl solytious to many of these problems of persomnel mauoge-

ment W upgrading of dozens of positions by position reclagsifi-

inadafe ot o0 Y

¢cation. Regardless of the merite of his plea for upgrading of slots,

we cannot see position recleassification as anything but a short«-rwmﬁ

RO ——

yalliative for long-range 11ls arising from Finance's philosophy s;nd

methods of personnel management.

The SF Career Service

2. The SF (Pinance) Csreer Service has a Career Service Grade

Authorizetion of j@sitions » which are sllocated as follows:

Office of Finance (headquarters)

The permsnent manpover ceiling of the Office of Finence is| |
positions, and as of 15 June 1967 there wereﬂeople assigned to
the Office. Thus, Just about one-half of the personnel with 3¥
Career Bervice designations are sssigned to positions on the T/0's
of other Agency components.

-12 -
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3. The SF Career Service is constituted along conventional lines

as specified in regulation The Director of Finance 18 the

Heand of the Service and 1s supported by a Career Service Board. The
Deputy Director of Finance is chairman of the Career Sorvicae Bourd,
gnd the voting membership corsists of the division chiefs, the cnilefs
of the Support and of the Policy and Planning Steffs, and a dmsiznee
of O/PPB. The Administrative Officer of the Office of Finance (an SF
careerist) is a nonvoting merber providing technical edvice and
agsistance to the Board.

L. We often find thay the Career Service Board (or Panel or

Gomi‘b’see) of a component we are inspecting is not held in very high

i, e AR RS AR AR L AT

TR

asteem by those vho do not par'!:icipate in its deliberntions. We have

st - B M STF S DLRRE : H B A

come to expect this, bul we rere not ,,225“,,?;99 ggg:_gpgﬁ gggguencz ner

R R

the intensity of criticleme mgde by Finance careerists of thelr

L i i ¢

office’s career development program. The views of these people can-

not be ignored, because many of them have worked intimately with
personnel of other Carcer Services under clrcumstances that ensbled
them to see at close range the workings of other career develoguent

ProgyBms . They conclude that Finance's career development prpgrm is

appreciably less effective than those aﬂ.minibte‘reﬂ by other Carner

T TR

R AT T

Services. Our own exsmination of the Finance career developument

profrmm and cmn;zarison of it with other programa of w‘xich we kmve

W Akl e B ST AR e BT

knowledge leads us to the same conclusion.

g PR THRERL YN S 7 e
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5. Oue of the main sources of discontent is the promotion

pollcy folloved within the Finance Career Service. In general, an

employee is not considered eligible for promotion unless his grede
is lower than that of the position he ocecuples. Thls concept, whiech
is in the tradition of the old~line competitive civil servics, is not
econgistent with promotion policies in most CIA Career Jervices.
Position~oriented career plaxning has several 111 effects. Perheps
the most damaging is that the flexidility essentlal to the career
development of the promising individual ie hard to meinteln in the
face of the rigidity of the T/0 structure. The Director of Finsnce
1s sesicing to gain additions Llaxibility by upwmrd reclassificstion
Of selected poaitions. We doubt that a long-rangs solution les in

that directicn. Even if he were granted the higher grades he seeks,

i

in the not too distant Puture the average personnel grade would agein
approximate the average position grade, and again a means would heve
to be found for attalning flexibility.

6. Ome of the consequences of Finance's position-oriented

promotion policy is that a swprising number of experienced finance

e T

officers are reluctant to accept overseas assignments. The reason

iz that the finance officer who goes abroad to £ill a position carrying
the grads he has already attained views his promotion prospects as
virtually nil while overseas. He understands thet he cannot be pro-
moted as long a8 he occuples that position, and he carnot be shifted
t0 another position until he has completed his oversess tour.
-1 -
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’{ » Anpother adverse effect at pesiticn-criented career p:Laming

- il B e St e

u that 1t tends to emphasize the de\relomt of gpecialized“gach-

nical skills st the expense of»general magarﬁ.al sk:ll 13. The

et AT S K o o i

iné;lviﬁual sets his sights on a position that sllows margin for
promotion and then begins acquiring or polishing the teclmleal skills
that would qualify him to cerry out the duties of the position.

Onca be has begun to specialize, he sees simple succession in the
same or a closely related speclalty as the clearest avenue for

continued advancement. A lergs number of Finance careerists foer

e e R .0

that t;heir sarvice is fast becoming one of technicianz; vith few

ot PR o T AN ke

opportunitiss Sor development of broad experience.

8. We mre not advocating dlsregard of the necessary restraints

[r

imposed by position and grade cellings. what ve do urge is that the
man hest qﬁaliﬁeﬂ for advencement be the one who is promoted, regard-
less of the position he mey occupy at the time. Other Career Services
do it, and it works. It can be argued that the Finance approach

RO T T W o e BRI, TR AL SRR v S 3

apsunes that the man best qualified for promotion has been 1dentified

o BT S b

in advance a.nd_ has been mved to & gcsition vith h&admom before he

o e AT

is due for promotion. The flaw, as we see it, is that the /0 vecomes

o i MRS D O

the mster of career planning re.t.her tha.n its tml.

B . L

- 15 -
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It is recommended that: Ho. 2

The Director of Finance seek the assistance of the
Director of Personnel:
a. in exploring with the Heads of other Agency "

Career Services prevailing practices in accommodating

career development programs to the restraints of

position and grade cellings, and }
{
i

b. in sdapting for use in the Finance Careex
S8ervice those techniques that will permit departure
from existing inflexibilities in the Finance career

development prograi.

Recruitment and Training

9. The Office of Finance obtains almost all of its new professional
persomnel through direct recruitment by the O0ffice of Persomnel. At
the time of ocur inquirles, the SF Career Service was overstrength by
four, but there were 32 professional/technical applicsnts and ten
payroll clerks being processed for entrance on duty. Based on past
experience, it msy be anticipated that few of those processed for
exployment will actuslly enter on duty. For example, during the
period June 1966 - May 1967, only 20 of 255 applicante survived the
review process and chose to eceept employment. Forty-eight percent
of the applicants who survived file review cancelled after their
processing had been initiated.

10. The Government has reeognized the tight labor market as

5 S i i AP . SR, e T kA

regarda personnel with an interest in and qualificetions for work

- 16 =
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in the finance field by establishing a special pay scale in the

accounting series for those at the GS~5 through G8-9 level who

meet certaln basic criteria. We found Jmembers of the SPF Career
Service being paid at the higher G8F rates. The demand for qualified
Junior finance professionals can be illustrated by comparing the Q3F

pay scale with that of the regular General Schedule:

Grade Gs GSF
5/1 $5,331 $6,387
6/1 5,867 6,857
7/1 6,451 7,303
8/1 7,068 7,538
9/1 7,696 8,218

1l. The Director of Finance has levied a requirement for ten

Support CT's for 1967 “vhose major education and/or experience iz

in the finance field apg whose basic career interest is finance;

those holding a degree in accounting are preferred.” Experience

B T

thus far suggests that the requirement is unlikely to be met.

S

Whether by design or from lack of choice, the Office of Finance

" has obtained an insignificant number of its new professionals
through the Support CT Program. We found only two members of the
8F Career Service who had been through the Support CT or JOT Programa.
s, Ope 5F careerist novw aspigned to the Office of
Flanning, Programming and Budgeting entered the Agency through

the JOT Program.

- 17 -
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®. One SF careerist was an internal selsctee and returned
to the 0ffice of Finance upon completion of Jumior Officer
Praining.

¢, Three other SF careerists were internal selectees and
have completed the CT Program, but none of them has yet elected
o return to duty with Finmnce,

d. Ten Support CT's have been assigned to the Office of
Finance, but none of them has elected to become & member of the
8F Career Service.

¢. The first five Support CT classes completed since the

spring of 1965 graduated officers who are still Agency

smployees. Fourtean of them have been assigned to specific

caresr services. The other are still categorized as 5D,

the career designation sssigned to a Support CT until he becomes
s meuber of an individusl career service. There are no indica-

tions that any of these SD career trainees intends to elect

Finance as his cerser service. (Nor is there any indication

that the SF Career Bervice iz interested in any of them beconming
an 3F careerist unless he has the prerequisite sccounting back-
groumd,

12. The Director of Finance states that he is interested primarily

B

in recruita vith accounting backgrounds. We question whether ap accqunt-

ing background is essential for many of the positions in ths Office of

“18"
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Financg. We belleve that an interest in and an aptitude for finance
work would be sufficient gqualification for many of these positions.
Concentration on recruitment of persons with accounting backgrounds

B T e

carries with it the risks of hiring people who are overgualified for

e

the positions they will occupy for a nudber of years and of bullding

& service overpopulated with technicimns. We believe that more

,,,,, L P

sxphasis should be placed on obtaining young officers with ‘more

broadly-based aptitudes and interests ¥ho mey be groomed for ppq;;

tions of menegement and leadership--in other words, through the
Support Career Tmining Program.

It is recommended that: Ho. 3

The Deputy Director for Support instruct the Directors
of Finsnce, of Personnel, and of Training:

a, to review the requirements of the Director of :
Finance for recrulitment of professional employees for the =
Finsnce Career Service, and i

B, to sudnit to the Deputy Director for Support
for approval thelr Joint recommendations as to messures
necessary for the fulfillment of a significant portion .
of Finance's requirements for new professional person- .
nel through the mechanism of the Carear Training Progrsu. ;‘

13. The SF Career Service has a good ;-ﬁzgrd orv mciﬁﬁigpwin

< At

Agency training programs. This is especially true of the exteruel

programes. BEmployees have attended the Harvard Advanced Mansgement
Program, the Industrial College of the Armed Forces, Industrisl War

College lectures, and various Civil 8ervice Commission courses. In

- 19 -
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fiscal year 1967 tuition was paid for two employees to attend ADP
courses and for three to attend eccounting courses-«all at the college
level. The Office of Finance was the pilot component for office-vide
gtudy of the Managerial Grid.

14, Review of recﬁrds reveals participation by Finance careerists
in the following intermal training courses that are not specifically
oriented toward finance work:

a. Mid-Career Executive Development Course: 1k have
attended since 1963.

b. Support Services Review (Trends and Highlights Course):
34 heve attended since December 1966.

e. ADP Orientation: four in fiscal year 1967.

d. Benior Menagement Seminar: two in fiscel year 1967.

e. Introduction to Intelligence and Introduction to
Communism: 12 new professional employees have completed both
cOuUrses.

f. Clerical: a number of employees have attended short-
hand and typing clsases to improve their clérical skillas and
have taken the shorthand and typing qualifications tests.

15. The Office of Training offers a three-weeks' course, Fleld
Finance and Ioglstics, for finance careerists and for other employees
who are to be assigned as operations support assistants and be required

to maintain budgetary, financisel, and property reccrds at Class B or C/

-20-
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Type II or 1II stations. There are a variety of other courses

denigned for employees who are to dbe assigned overseas in mmgt

of operational activities. The orgs,ce of Finance bas its own on-the-

& s

Wﬂﬁ“ﬂ GS-7 and above. This traia-
A R T g

ing lasts for 19 weeks, with seven weeks spent in the Accounts
s " b LN {3 i ¥ i 512 Rk TR SO iRy WARTIORS e

Division, four weeks in the Monetary Division, and aight weeks in
the Certificstion and Liaison Zuviaion.

L

“ 15, There is not, however, a formal training course specifically
tailored to prepare an SF carserist for assignment as finance officer
of a Cless A Fleld Station. The assumption is mede that before a
finsnce officer is assigned to a Class A Station he will have had
sufficient experience within the Office of Finance to qualify him

for the responsibilities of the position. Sume are sent to the

to observe the operation of that model

Clngs A/Type 1 station. From our interviews it is spperent ‘thet many

SRR R R

of the finance ofﬂcers themselves see a real need for better orgganized

and mere comprehensive training specifically keyed to Jthe functioning

of & Clsge A gtation. Those who most feal the need are officers who

bave advenced through specialization in narrow fields (budget and
fiscal work in an operating divieion is a specific example).
It is recommended thai: No. &

The Director of Finance, in consultation with the Director
of Training, have estsblished, either within the Office of i
Finence or the O0ffice of Training, a scheduled or tutorisl b
tralning course designed specifically to qualify a Finance g
careerist to serve as floance officer of a Class A field station.

/
i

i@
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17. We estimate that about 50 fina;nce careerists are enrglled

il ¥R

at thelr own expense in professional courses outside the Agency. They

e

view this additional schooling as being for the purpose of incramsing
the lavel and scope of thelr professional gualifications. ¥Many of

W i b

these emplayees with vhcm we spoke feel that carger planning wﬁ:hin

S o w8 ¢

_the 0ffice of Finance does not give sufficlent Tecognitioa to the

R . T

Mtiative shovn by the inéividual in privately acquiring or Amprov-

SR

gy

ing skills of velue to the Agency. This ia not @ problem that is

i o e B v i A

unique to the 0ffice of Finmzce; we have encmmtered it elsevhere

in the Agency. We are not aware of any workeble formula by which
the vorth of this privately-pursued education can be measured against

Job performance factors, We do feel, though, that it should be teken

into account in cereer Pplanning.

The Age and Grade Structure of the Finance Career Service

18, A senior officer of another component to which the Office

of Finance regularly furniahﬂs finance officers remarked to the

— A B W .

s

inspection team tha.t the SF Career oervice Seeus to be bwlcrugi in

SR T i

talent in the GS-9 and GS-11 ca teggries. " Although he was speaking
[~ T— ATy EEET R R

of dimct observation of finance personnel aszigned for service with

his component, we assumed that the ramark was likely a dglibera'te

overstatement made for effect. We took note of the comment, hovever, as

R

oy
& point we would later attempt to confirm or refute from examinntion
P e - E e — o2 ' g AR R R hi itk e - TR WPTLT 2
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of the structure of the SF Career Service, We find that the state-
3 LI — Moy

ment has substantial bagis in fact.
ety R FRRTERES weR s

19. Although the average grade of incumbents of OF Career

Bervice positions is identical with the Agency everage grade, the
distridbution of grades within the 3F Career Service differs guite
merkedly from thet of the Ageacy &s a whole. The chari on the

facing page compares a § agnent of the grade distributicn of SF

R e TR AR R v B

careerists with the same se

ent of the distribution for the entim

MR RN Wbk s - e

Agency {including Finance). To suppress the fluctuations caused

by the little-used GS-8 and (GS-10 grades, we combined gzrades 8 with
9, 10 with 11, 12 with 13, and 14 vith 15. As can be seen, both
curves peak at GS5-12/13, but Finance has a decidedly larger per-
centage of its professional employees at the G5-12/13 level and a
somevwhat smaller percentage of its professionals in grades 8 through

11 than does the Agency as a whole. What this amounts to is that

Finence, in comparison with the rest of the Agency, ha.s a mn'plus

N o XS

of GS- 12'5 and -13'a to repl&ce and a “d.eficit" qf Gﬁ -9's and -11's

SRR B e W ERETE o ETSETeE T

being brought along.
20. Mere numbers do not tell the whole story, however. The

chart on the following page plots average sge by grade for the SF

Career Service, for the Support Services, and for the ‘gency. The
W

average age of SF carserists in each grade ls ‘higher than the

RS S EAp—

~averages for elther the Sug_port Services or the Agency as & whole.

bt s ¥

- 23 -
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What is more significant is that the disparity is most marked in
grades T through 10. The average age of those in grades 12 and 13

1s 45.9 years; the average of those in grades 9 through 11 is k2.2
years. Thus, not only is thgz;'e“gﬂ relative ‘ggtr‘;}.pitw in number %Qf

officers presumably being groomed to move into positions now

occupied by G8-12's and -13's, but those Junior-grade officers
o _ ' ' . 4 i At R s i e S i, ARG

will be approaching the retirement zone closely on the heels of

PR AR g

the mssg of (35-~12's and -13%'s.

R

Retirement

21, The chart following page 23 revesls that the mrverage age
of Finance careerists at each grede level is higher than the
averages for the Agency as a whole., The difference can be pore
trayed in another wsy: by age groups rather than by grade groups.
The chart on the facing page compares distributiong oy age groups

ot 51 e s IR

for three ca.tegmries 91’{ persc»nnel,_ GS-? and sbove: Finance Career

Service, Support Services, and entire Agency. The graph shows tha
. i 2 C L o . ETT [ —— s )

the Finance Career Service has s much older population than elther

the Support Servicea or the /gency. The impact of this older

average sge on retirement expectations is revealed in the follow-

ing tabulstion:

-2k -
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8¥F Career Bervice Grade Authorization
CiA Retirement Pax'ticipants
Eligible for retirement now

Fifty years old but do not yet meet service
requirements

Will be 50 years old within the next five years
Sub-total
CSC Retirement Particlpants

will be expected to retire within the next
- five years

Will be eligible to retire within the next
five years (55/30)

Bub~total

Total

These figures show that almat precisely one-g,uarter af the present

S R A R

Finance work force either will be exgected to retire. or will beconme

LI ) T e B

eligi‘ale for optional retizjgment within JXhe next five years. We do

L T g B R T

not know how many of those employees becoming eligible for retire-

ment will choose to retire at the earliest age they may without
reduction in earned annuity. Nelther does the Office of Finante.

22. Prospective retirements in the Gftice of Finance should hc

s R

5 cnien o VE AR GRS BT AR e NG | B

& mt‘ber of real and 1mediate concern to Office management. We

SR

belleve that the Directer of Finance should begin now to asaen&»la

ami to min‘bain on & continuing bssis data on the ratirement plfus

2 g AR ORI T S W S e e
AT o
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of all &° careerists in or nesring the 2one af mirgmeu‘b eligivility.

G B e SR S e s -

It ﬁquld ‘be made clee.r that the éata is being asserbled solely for
purposes of orderly planning and not as & means of axerting pressure

on personnel to retire earlier than specified in Agency regulations.

It 1s recommended that: No. &

The Divector of Pinance assenmble initially snd maintala
on a continuing besis information on the retirement expecte-
tions of all Pinance carserists who are in or are aearing
the sone of eligibility for optional retirement, making 1t
elear to the employees concerned that the information is
needed for orderly personnel planning and not as a means of
exerting pressure upon employees to retire earlier than
wxpected under existing Agency policy. i

Unfilled Positions, Casusls, and Transients
23. The doubte we have sa to the ebility of the Director of

__Finance to £111 upcoming vacancles arise in considersble part from
date on current staffing that we sssambled during the course of

this survey. We find a disturbingly large number of supsrvisory

positions either vacant or filled by persons who are only acting.

We also noted that a rether large nunber of positions were filled

with "easuals” or "trausients.”

—

a. The Compensation and Tax Division has been headed by
an soting thief since November 1966. The regular chief has
been gerving as acting chief of support for the office.

b, The Accounts Division had only on duty sgainst &

total of positions.

- 26 -
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(1} Three of the four positions in the Analysis and
Beports Brauch wera vacant,
(2) Two of the six positions in the Property Ascount-
ing Branch were vacant.
¢. The Certification and Liaison Division wes 21 percent
wderstrength,
(1) Tme position of Deputy Division Chief was vecent.

{2) The position of Chief, vas

(3) There vas no deputy in the
Sertion.

{4} The position of Chief,

8ection was vacant.

(5) The Field Station Support Branch had omly ten on
duty against 18 positions. The deputy was scting as branch
chief.

d. Personnel from other sections of the Accounts Division
were detalled o assist in the work of the Analysis and Reports
Branch (which had an on-duty strength of one officer sgainst a
7/0 of four).

#. The Certification and Liaison Division has traditionally
borne much of the brunt of vecancies created by rotation of par-
sonnel to and from the fial4. We found e number of "casuals"

*2?-‘

SECRET
Approved For Release 2003/04/29 : CIA-RDP84-00780R002100170026-5

25X1

25X1

25X1




X1

Approved For Release 2003/04/29 : CIA-RDP84-00780R002100170026-5

SECRET

working at Jobs with responsibilities far below those normal for

their grades.

Poasition Reclesssification

2k, The Director of Pinance maintains that a number of thc
positions to which BF carserists are assigned carry grades that are
100 low for the responsibilities of the incunbents. He attributes
many of his prodlems of persgonnel meansgement to what he sees as ern

inequitable grade structure. There was a major reclassification of

SF positions approximately two years ago, but the Director of

Finance believes its effect was to create an imbalance between the

grades of finance slots at headquarters and those in the field.

- The Deputy Director of Finance submitted a memorandum to the Office

of Persomnnel on 26 May 1967 requesting the reclassification of some
[::]positions, the majority of which are at overseas stations,

25. We met with the Chief, Position Management snd Compensation

Division, Office of Personnel, and with key classificetion Bpeg}g;%gyg

to discuss their resctions to Finance's ples. It 1s evident that

there is a fundamental disagreement between the Offices of Pergonnel

Gl AR ERR T, ot

and of Finance, and there appears to be little prospect of their

working out thelr differences.

26. We do not consider ourselves qualified on the basis of

our limited exposure to the problem to pass Judgment oa the merits

- 28 -

" SECRET
Approved For Release 2003/04/29 : CIA-RDP84-00780R002100170026-5




Approved For Release 2003/04/29 : CIA-RDP84-00780R002100170026-5

SECRET

of any of the arguments. We did observe a fewv instances of what
appear to us to be snomzlies in the Finance grade siructure.

8. The new professional Finance employee begins his on-
the-job training program in the Voucher Review 3ection
(Accounting Control Branch, Accounts Division). The section
#inds it difficult to retain permanent employees because of
the nature of the work, which reguires accuracy snd attention

to detail but offers little variety. In our view, some of

the positions are unrealistically classified. The work i

essentially clerical, and the present grade structure results

AT ST T LR, o it e T W

in the assignment of overly qualified personnel who soon Yecome

bored and dissatisfied.

b. Within the Conpensation and Tax Division, the normal
progression of persomnel is from the Vouchered Payroll Bréench
to the Confidential Funds Staff Employee Payroll Branch. The
dutles of the payroll clerk in the latter branch are appreci-
sbly more complicated than they are in the former; yet, peyroll
clerk positions in both branches are established at the GB-5

level, The Director of Finance has requested that the basic

grade of payroll clerk in the Confidential Funds Staff

Employee Payroll Branck be raised to 33-6. It appears to us

that a case can be made for reclassification.

- 29 -
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e, (Chief of Support for the Office of Finance 1s estab-

1lished g

x.9f Finance concurs

in ocur later recommendation that the Chief of Suppoxt be

assigned broader responsibilities snd authorities in formulat-

ing and carrying out administrative and persompel policies for
zhe Office, then we think it appropriate to raise the grade of

the position to Gs-1§_ .

The examples cited sbove should not be construed as being in support
of or in dissent from Finance's plea for broad reclassification.
They are drawn from observation of the functioning of the Office

a8 8 whole and are offered merely as a contribution tc deliberations
now under way. Although we thought it better not to invelve owr-
selves deeply in & problem that is already recelving attention, we
do think it sppropriate for us to concern ourselves with finding

some sort of eolution with & minimum of delay. Actions to seek

solutions to too many problems of personnel manasgement of the 8F

Career Service are being held in abeyance pending decision on
R v g O A

revision of the grade structure. From our conversatlons with those

e Y T

SN A

involved, it appears to us that the Director of Personnel and the

T S AT LT S o

Director of Finance have reached impasse. We see no solution short

Ly

of referring the disagrsement to the Deputy Director for Bupport for

resolution.
e e —————,

- 30 -
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’
It is recommended that: No. 6 :/
L

/

i
i

The Deputy Director for Support require to be sub- ;
mitted to him for review of and decision between the [
proposal of the Director of Finance for reclassification f
of certsin positions in the Finance Career Service snd i
the objections of the Director of Personnel to that )
proposal. ¢

Rotation

27. We have earlier shown the allocation of the positions

of the Finauce Career Service Orsde Authorization. It is repeated
here, because we wish to discuss certain of the implicstions of that
allocation.

This breskdown revesls that the Finance Career Service is rvespousi-
ble for providing Finance careerists for [::]positians outside of
the Office of Finance, and that[ |of those external positions are
at overseas stations.

28. We made quite extenaive inquiries among using compenents
regarding their experiences wiih finance specialists assigned to
finance positione outside of the Office of Finance. Some felt that
the Office of Finance did not screen its candidates carefully enough
and that the using component had to be wary of the nominee who wight

- 31 -
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lack the quallfications for the job or who might be unsuitsble in
some other way. In general, though, the "customers"” spoke well of
the performance of Finance personnel offered to and accepted by them.

23, The criticlems we encountered of the staffing of external

finance positions (and they vere frequent and strongly voiced)

s 5

centered on the operation of the rotational scheme by the Office of

_ginance. The thruat of these eriticisms was to the effect thet the

s R T S I e AR

finence officer is transferred jJust about the time he has really

learned the Job, that the traonsfer is often on very short notice,

and that the replacement is slow in arriving. The cages that we

to Fill unexpected vacancies on short notice. It seemed, though,

that an inordinately large number of the "customers' with whom ve
spoke have experienced disruptions of their support apparatuses as
a consequence of Finance's "emergency” shifts of Finance persomel.

30. We encountered a veriation on this criticism in our inter-

vievs of Finance careerists. A good meny of them feel that they

know too little sbout planning for rotational ~assignments 1n involving

s St il A

them, particularly as regards transfer overseas, and that the little

b R A 1

they know 1s learned toco late in the planning cycle. We suspect

AT

that the bulk of these criticisms came from officers who had heen

yersonally inconvenienced by short—notice transfera occasioned by

¢ EARESR S g NS N g

emergency perscnnel requirements, but, again, the prevalence of the

-3 -
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criticisms suggests elther a weakness in the mansgement of the

rotationsl scheme or a deficiency in communicstion bfgyeen thoge

doing the career planning and those affected by it.

31. 8lightly more than one-sixth of the Finance Career Service

positions to be filled are at overseas stations. Of the 25X9

———————

employees assigned to the Office of Finance itself, 1t iz estimated

e

that 6k percent are not available for overseas service. _Within

the entire OF Career Service, about one-half are not rotatable to

 overseas positions. The individuel may be unavailable for rotstion

for any of several reasons, including medical hold, personal cir-
cumstances, sge or grade factors, lack of qualifications, or
specialization in a field that has no overseas application. The
percentages given above need some qualification., They do not

differentiate between professionals snd clericals. The positioas

outside of the Office of Finance are preponderantly professional;

s RO =

hence, & clerical in the Office of Finance would not be eligible

_for rotation to most of them. In fact, the distinction between

clerical and professional cannot always be made, because the
employee who may one day be considered a professional may progress
through a serles of assignments in positions that are categorized
a3 clerdical.,

32. Although the figwrss are not susceptible to precise

ilaterpretation, they do reveal quite clearly that the Finance

..33_
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Caraer Service is hampered by having to plan and to operate a
_rotational mechenism that can draw from only a portion of the

LCavesr Service Authorizatign. It sppears to us that the rota-

tional base, although appreciably smaller than the Career Service
Authorisation, is large enocugh to support an orderly scheme of
rotation. We are at somewhat of a loss in trying to discover why
it does not work better than it does. It 1s likely that the
imperfections are the result of & combinetion of circumstances.
a, Not all of the disruptions are attributable to the

\wgencles of Vietnan or Africs, although most erise from over-
sess needs.
b. Because a large number of Finance personnel cannot

{or st least do not) serve overseas, Finance operates not

one rotational mechanlsm but a series of independent, closed-
B ; " v R ey, s £ RS SR G

.

cycle systems among which there is limited interchangeability.
For example, the man destined for overseas essigument ideally
should first serve in the headquariers element of the parent
Operating Division to familiarize himself with the finance
operations of that division. This is not often done. In our
L T
last survey of an Opera‘c% Division we found that none of

its hegdquarters Finance personnel was rotatable to any of its

oversess stationas.
o gy,

eyt

¢. The reluctance of Finence careerists to accept over-
seas assignnents because of the effect such assignments have
-~ 3% «
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on promotion prospects (a subject of which we have spoken
earlier) further shrinks an elresdy limited rotational bases.
4. The tendency towvard specialization within the Offlce

further erodes the rotational base by creating a body of

experts much in demand for technical Finance Jobs but who

4o not develop the broeder skills required of the fleld

finance officer to whom the chief of station way look for

advice on any of his finsnce problems.

33. The list of contriduting factors could be extended, dut
it would only recapitulate much of vhat we have alreedy said about
the consequences of the mansgerial style of the Office of Finance.

The lack of ﬂexibility in the management of the Career Service,

bl R o0 A S b e b R T ASRI - s ey SRR R TECOK P

vhich is manifested in many ways, 1s perhaps most noticeable m»ggem

administmtian of‘ the rotational mechanism. The cr::w;h requirenent,

S TR LR

T R

vhich will always be with us, disrupts the rotational pattern, and

Finsnce doee not have the orgenizetional or manipulative resilience
needed to bring it smoothly back into shape.

3k, An additionsl complication is the loss of productivity
from the man at each end of his rotationsl assigmment away fron the
Office of Finance. This lose of vorking time further aggravates the
problens of the 3F Career Service in providing perscnael from s

relatively small bage of guelified and rotatable employees. It 1s

-~ 35 -
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not a problem unigue to Finance, however. Other components suffer
similarly, and in most cases the loss of working time must be
ebsorbed by headquarters.

35. The prospects for the near future are that management of

S RN Ty

the rotational pattern will be even more difficult than 1t 1s nov.

_Faced with & cut in his personnel ceiling, the Director of Finance

_has chosen to abolish his Development Complement rather than to cut

e ISR

_Positions from his Staffing Complement. The consequence of this

decision would appear to be up even more promounced lack of fiexd-

_pility in personnel planning. The concept of the Development

Complement derives from recognition that the Staffing Complement,

because of its relatively fixed composition, cannot easily accgupo-

date a vork force that is heavily transient. A Development Complement

is not = substitute for long-range plenning of personnel asgignments,
but it does provide & way of moving persomnel laterally without a

perpetual rejuggling of position assignments. We do not say that

it is impo ssible to manage rotation of personnel without a Devwelepmnt

v e S R BT

_Complement, but we view the Development Complement as something

iy_praciably more than an adninistrative convenience. Without it,

\monml plmmi_xlg_ in Mnance seems destined to becowe even more

a creature of the T/O than it now is.

36. We see ss one of the major problems facing the Director of

Finnnce the need to create u work force with a composition such that

P

~ 36 ~
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it can meel the verylng needs of the presgent andr, as a corollsry,

build the broadly-baged talenis essential to future management of

the Career Service. The Cereer Service 1s now populated with an

o ety

anfuly large nurmber of persons with narrow skills of limited

utllity, and the trend in the Service appears to be toward perpetua-

tion of thst pattern. Change will not come easily or gquickly nor,

we might edd, of its own volition. What is required is a deliberate

and a diligentl;,r-pursueé effort to recast the Finance Career Service
wold sc a2 to attract perscomnel with potential for growth and to
furnish them the incentive and the opportunity to develop their
native talents. Only in this way can the rotational base be
expanded sufficiently to permlit the Director of Fmence to meet

any reasonsble need that may e levied upon him.

It is recommended that: Ko. T

The Director of Finance prepare and submit tc the
Deputy Director for Support for approval & phascd program
for broadenling the rotational base of the Finance Career
Service over the next five years, for providing flexi-
bility to meet contingency requirements, and for ensuring
orderly planning and control of the rotational cycle.
We think it appropriate to add the additional comment that it mey
be possible to devige and to administer such a program in the
absence of a Development Complement, but if that mechanism is
abolished, some other means of providing flexibility mst be found

a8 & substitute.

- 37 -
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Re~evaluations of Custodians of Funds

37, Sinece July 1964 whenever an officer is selected for
designation as principal custodian of funds at a Class & station
or in the Monetary Divieion of the Office of Finance he s
re-avaluated a8 to hisz sultability for such responsibility. The
Offices of Security, Hédical Services, and Personnel jointly
conduct these re-evaluations and reccrds of the resulis are main-
tained in the Special Activities Staff of the Office of Personnel.

38. The bulk of our installations abroad are not designated
as Clsss A stations. At the Class B and Class C statlons the chief
of station is the official custodian of fiumds, but he rarely is
the person who is physically in charge of the funds, who disburses
them, and who maintains the station's financial records. This
ususlly falls to the lot of the administrative officer, the admin-
istrative assistant, or a secretary. The stetion'’s adminigtrative
officer, if 1t has one, may be & Support Services csreerist; dut
usualily the finance job at the smaller station is handled by &
Clandestine Services careerist. Nominations of these personnel
for overseas asalgnment are reviewed by the Overseas Candidate
Review Panel, the composition of which is essentlsally the same as=
the panel that re-evaluates personnel for assigmments as custodinus

of funds at Class A stations. The Overseas Panel, however, in

- 38 -
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evaluating information relating to suitability for overseas assign~
ment, ordinarily does not know that the candidate will have responei-
bility for handling funds-~-except as the likelihood that the
{ndividus) will have that duty may be inferred from the job title.
39. We believe that offices nominating ‘er@loyces for overscas
assignment should be required to identify to the Overseas Candidate
Review Panel those vhose dutles will include functioning as & station
finance officer. Available information, vhich might not support a
reconmendation against oversesns assignment, might well be evaluntaed
ap indicating the undesirability of charging the individual with
control of funds. Purtber, ve often find in our inspections of
overseas stations that the person who bandles finance in addition
to other duties i poorly qualified for the finance aspect of the
job, either by experlence or by training--especlally the latter. We
believe that s determination that the csndidate either had already
recelved adequate finance training or was scheduled for it 1s within

the charter of the Overseas Candidate Review Panel.

It is recommended that: No. 3

The Deputy Director for Support instruct the Director
of Personnel ta explore with the Deputy Director for Flans
the feasibility of esteblishing, within the existing frame- &
work of the Overseas Candidate Review Panel, a mechanism forj|
re-svaluating the sultedility of personnel nominated for 13
assignment to duty ss finance officer st & Clase B or Class H
¢ gtation--to include & determination that the candidate is |}
or will be properly trained in finance procedures. i

-39 -
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The Role of the Support Staff in Peraonnel Management

4. The Support Staff of the Office of FPlnance has a T/0 of

poeitions. :Iaf the slots are allocated to the Registry

Unit, and the other :mmse what we would term the actual

support slement of the office. are designataed

as clerical positions, Of the| brofessicnal positiong, ye
found only two filled by permanent agsignments at the time of our

inspaction, and one of those wag the position of Records Administra-

s e SRR ST

tion Officer. The s\mrt Staff 1s actuslly run by the G8-13
administrative officer, an SF careerist. B8he has been in the

position for years, has the shop well organived, and gets the

Job done with a winlmm of wasted motion.

1. A1l of the Sugport Spgﬂy'}positianau Carry an S{_sewgﬂvice

SRR AR

éesignation on the Poaition Control Register, and at the time of

our inspection all of the lncumbents were SF carcerists. The
e i a

position of chief, G3-1k, was temporarily filled (for a period

of several months) by one of the division chiefs on &etail. The
Support Career Service was to provide an officer for assignment as
Chiefl of Support, and we learned while this report was being written
that the nominee had been accepted and had moved into the Jjob.

42. This is a gquite small support element for an office as

e N S W

large as Finance, especially in view of the complexities of

sw.niatgring a Career Service in which half of ‘the personnel are

S it S
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- on rotational assignments away from the parent office. Although

comparatively small, the staff is probably large enough (if all
positions were filled) to carry out the responsibilities given it.

In most respects the support job appears to be handled extremely

well,

Mm———

43, We question, though, whether the Suwort gtaff of the

e M SRS Rl s et Pt M

Office of Finance makes the sort of contribution %o ?lanningh and

R

execution that one finds in most other Agency components. The

support element must be an instrument of comand, but it also

i&mum have the capacity to influence cormand decisions by infusing

e R T

ldeas dywwn fron knovledge of or experience‘ with other ways of

,,,,,,

stated that he wants to u;pgrade the rcle of hia Swpport Staff.
We think it is worth a try.
Lh. We also believe that the Director of Finance should earry

LT S R R e YN e

the revamping of his &ggort Btaft one step rm‘ther by astabliahiug

. L g TR g g PR ‘

a yosition for a persoanel officerg gaé. by_ havi;;_g an ‘mriencad

cem—

persmmel speclalist assigned to ﬁ:. The complexities of aﬂminister-

AN 75 . LA

Ang the quite large and rotating Finance Career Servi e azg];y ertify

e vy

the assignment of s full-time personnel officer,

- 41 -
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It is recommended that: Ro. 9

The Director of Finance:

a. Asaign to his Chief of Support responsibility,

subject to review and concurrence by the Deputy Director ¢

of Financa, for plamning and administering the rota-
tionel progrem of the Finance Career Service and for
supervising those other aspects of personnel mansge-

ment that are commonly delegated to a chief of support. .

b. Batablish the position of Personnel Officer
within the Office of Finance.

¢. Request the Director of Personnel to furalsh
a personnel specislist to £111 the position.

- b2 -
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RECORDG MANACEMENT

1. The Offics of Finance is the repository for the Agency’'s

financial records. The sccwulation of these records over a par:}}?d

of several years has created file holdings of almoat uamnanageadble

sige. The resulting records

P

concern to the 0ffice of Finonce, but it is & problem that is not

Finance's to solve.

ment problem is of serious

B e B e e

2. Government financial records may be destroyed only upon
authorization by the General Accounting Office (GAO), and such
destruction authorizstion is given only after GAO has audlted the
records. For years prior to 1960, Finance had a destruction plan
that permitted the scheduled destruction of records that were no
longer required for cuwrrent operations. The last GAO audit was
made in 1960; hence, there is no suthorization to destroy racords
that have accumulated since 1960, )

3. The General Counsel is working with the newly-appointed
Comptroller General to develop a destruction plan and 1s hopeful
that, with the asgsistance of the Chairmen of our Congressional
Committees, an approved schedule of destruction can be establiashed.
Until that is done, Finance has no slternative but to live with its

unwieldy mass of records holdings.

- 43 -
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FIBARCIAL TRANJACTIONS - PROCESSING AND RECORDE

\
1. In our last survey of an Operating Pivision of the

Clandestine Bervices, we cbserved certain anomslies during our
inapections of its fisld statlons thst led us to belleve there
wae need for streamlining the Agency's mechenisms for financial

administration, At one station, for example, whioh had a full-
time finance officer with glerical sasistance and gvereged only

R

Pive | ix lay, it took an auﬁit to discover that

the accounts were $50 short. At another atation with two full-

time finance officers, the audltor reported hat overall comirols

at the stations were generally sdequate, but he then went on to
make 17 recommendations for correcting 21 identified fallures 1o

comply with established financial procedures. Qur coucluglan.¥as
that mthiqg is wrong with the system or with the people admiz;nis;-

tering it.
re————

2. Ve examined the procedural aspects of finencial operstious
at headquarters in this survey to see if the previously-ocbserved
complexities were unigue to fleld financisl operations or vhether
they were a reflection of the operatiocn as a whole. The procedurss
we find in use at headquartexs are essentially as follows:

Authorization

The transaction (travel, purchase, operstion, or other)
must be guthorized--either orally or in writing. If in

~ ki -
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writing, as iz usually the case, the suthorization must be
typed in multiple copies; signed, logged, retention copies
filed, and the remainder routed.
Advance

If an advance of funds is authorized, that suthorisation
mast go through the same steps.
Obligation

An essantinl accounting step is the establishment
of an obligation on the records of the component to which
the transaction 1s to be chavrged.
Performance

The authorized traassaction is performed end often requires
the kesping of detailed records to support the claim for poy-
ment..
Clain

The person performing the transaction submite his claim
for payment in writing. Again this must be typed, signed,
logged, filed in part, and routed--sgain in multiple coples.
Approval

The claim for payment must be approved, cften by the
officer authorizing the traunsaction, and again requiring
signature.
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Review

The claim is then reviewed by an auditor, elther in the
Office of Finance or in a component to vhich reviewing
suthority has been delegated. Review involves checking the
clain againet the original suthorisation for the trans-
action. If purchase of goode or services is the basis of
the claim, a check must be made to insure that they have
been received as ordered. Another signature is reguired.
Certification

The claim is then certified for payment by a certifying
officer, involving snother signature and more logging, filing,
and routing.
Payment

The papers then go to Monetary Division or to one of its
disbursing officers for payment. If the elaim is paid by
check or if a bank deposit 1s required, there is additional
typing, signing, logglog, filing, and routing required.
Review

The voucher then goes to the Accounts Division where it
is reviewed for accuracy and completeness.
Recording

The payment 1s then recorded in the general ledger accounts.

It may be broken down among several avcounts and £ind its way
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into a number of cost centers and into reports of various kinds
under the system of processing nov followed.
Filing

Record copies of Gocuments relsted to the transaction ere
filed in the Office of Finance Regintry.
Post Audit

Records may be post audited by the Audlit Staff, depending
upon the type of audit being conducted.

Storsge
Records ultimately go

vhere they are stored and guarded for up to 12 years. In some
cases they mey be retained even longer.

Destruction

Records are finally destroyed under appropriste suthoriza-
tions. Records of destruction are typed, signed, logged, and
filed.

If in the course of theee spprovals, reviews, sudits, etec. an error
iz found or an element in a transaction is guestioned, the papers
are retwned to the proper point in the sequence for revision aund
for repsat routing through the balance of the chain. Frequently
these questioned transactions can be clarifisd only by the writing

of memorandums, telephone calls, or holding meetings., We have a0

- kT -
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good figures on the volume of such defective transactions but we
were given estimates ranging from a low of 10 percent to a high of
20 percent.

3. The Chief of Finance's Accounts Division reports that his

i

division processed. 94,200 vouchers in FY '66. A voucher may repre

A i WA SR T

sent a single transaction or it msy cover dozens of sééomting: of

8 Class A field station. An average of two claims to 8 mcher in

;S T 3

probably a reasonsble estimate. At an average of *25 per claim in

AT

pmcessing costs, which is \‘alqa__probatg}y_% a ressonable qat.imate 5 e

A R T T (AT p o, AT SR gy )

are a;eaking in terms of aomathing :f.ike $h 7 million es the annual

aost of doing the pnperwork 1nvolved in payfmg the clainm praceeaed

R R At

through the Office of Finance.

k. _This seems to us a very high premium to pay for insurance

of the integrity of claimm‘gmcensing 1f the estimates on per-
centage of error are clpge to aetual experience fact.ors, then 1t

R S E T ] e i

PSR

would seem thet we have a mechanism too complex for operation by

bl

thoge engaged in administaring 1@. It e d be that the systam can-~

Sl B

not be sin@lified—vthat the checks a.nd 'balmcea are essentlal to

S RO S

detect and to eliminate error. Ig is our distinct impression, how-

e

ever, that the mchanim is crror—pz‘one m part because 9! its sheer

AT | RSB VIR 1o ey it TR B SRR s

unwieldinaas. The Study of the Procurement Systems of the Central

e M I R L

Intelligence Agency, vhich was mede by a firm of speclalists under

Agency guldance, made numercus recarmendations for ilmproved efficiency
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of procurement operations. We believe that a similar study by

a

group of comparable speciaslists of financlal paper processing and

record keeping would be well vorth the cost of the study.

1% 4s recommended that: No.

The Deputy Director for Support hire on e cae~time
contract basis a systems expert or experts qualified to
make a time, motion, snd systems-improvement study on
the processing of financial transactions and the keeping
of financisl records within the Agency.
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departure, the Director of Finance should consider combining fusic-
tions that are now dlstributed emong small, difficult-to~keep-
staffed units. The reconstitution of the Financial Anslysis Staff
with responsibility for both analysis and lislson seems to us &
good way of sccomplishing this.

It is recommended thet: No. 11

The Director of Flaance re-establish the former
Financial Anslysis Staff of the 0ffice of the Camptroller
by marging the various anslytical operations now being
performed in the Office of Finsnce, combining them with
the liaison function, and charging the Financial Analysis
Staff with responsibility for devising and pursuing an ef-
fective financisl analysis program.
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IKDUSTRIAL CONTRACT AULIT

1. The purposes of industrial contract audit are to assure
that a contractor is finmncially responsible and able to perforn
the work; that his accounting system and records sre adequate;
and that his chérgas to the Agency are falr, ressonable, and in
sccordance with government procurement regulations. Yhe principal
user of the services of Finence's Industrial Contract Audit Division

(ICAD) is the Procurement Division of the Office of logistics.

2. The Study of the Procurement Systems of the Central

Intelligence Agency concluded that ICAD's audit procedures gxe

——

generally sound; however, 'hh_e report mmnﬁgﬁ thgt' an indus-

- trisl engineer be mssigned to ICAD to insure "proper cost analyses”

eapacially of hours of isbor and of material costs. The zeport

also noted that contracting officers could override ICAD's recon-

i R A i SV

‘mendstions "without proper sign off” and that ICAD vas "experienc-

£ R KR R

Ang unnecessary Msmderstandings with some contractors ;gzxqexjning

S5 g A S RAT T TR o

its sutbority to perform post sudits of Firm Fixed Price contracts.”

3. _At the time of this survey q:t the Office of hFin&nce, we

found ICAD preparing to implement the recommendation that = ‘tean

P o i

spproach be used in negotiating contracts--consisting of & tech-

HEREIC L

nical representative of the using component, & conmbracting officer

from the 0ffice of Iggistigg ’ and an Mitor frem ICAD. To thia

it
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end, ICAD proposes to ssaign "ldalson suditors” to one or more

DD/S8T components, to the Techaical Services Division of the

Clandestine Scrvices, 0. 1

—— T 8y 0 S

Canter, and to the Office of Communications. This seems to us &

. Natignal Photographic Intergretation

sound approach although we recognize that a number of problems

remein to be worked out before the team concept is actually in

Mg s F RS

pppppp
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PROCESBING OF TRAVEL CLAIMS

1. We examined the problems of processing travel claime
ity e " 3 - e

quite c¢losely. The Inspector General, over the years, has been
the recipient of a number of complaints or of appeals of msettle-
ment 0f claims, vhich upon ianvestigetion appeared to have arisen
from defects or anbiguitlies in interpretation of travel entitle-
ments. Our concern was inteasified when we discovered the costs
of proceesing routine claims and the sometimes phenomenal costs
of gettling those that deviate from the ordinary. We found, to

I 0 e » heomat i

pur regret, that this subject is far too broad to be dealt with
[ % .

‘adequately in the framework of an inspection of the Qffice of

Pinance. Accordingly, we will limit ourselves here to a _j{entila:‘

tion of eome of the problems that are in need of attention and

_to mmmthe creation _%ﬁf_‘a mechanism to examine them in_mnntg

datail and to arrive at workable solutions.

2. A staff study mede by the Office of Finance in 1962 con-
cluded that some, although not all, of the processing of travel
claims could be handled centrally with a net gain in efficiency.
The result was the establishment in 196k of the Central Travel
Branch of Finance's Certification and Liaison Division. Centrsl
Travel Branch currently provides advice and asslstance to travelers
returning from overseas; assiste in finding answers to difficult
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gusstions relating to preparation of travel claims; audits and
certifies vouchers relsting to travel, transportation, and storege
of effects; handles and accounmts for government travel request
forma; processes carrier billings; and handles a number of other
matters relating to travel. During the 12-mouth pericd ending

31 March 1967, Central Travel processed over 30,000 transactions

of vhich about 20,750 were claims for travel, transpartation, aud

storage of effects.

» Cantral Travel Brauch cesses o uf the trave?
3 pro nly part v

P - PR B

claims genersted within the Agency. We were unable to find any

raliable statistlcs on the total number of claims bandled by the
Agangy per ysar, bub we think it llkely that Central Travel is

close in 1ts estimate thal there are at least as many handled out-

side of Central Travel as there are handled by Centra;‘p VTra\fe}.

Likewise, there are yrobably a.smamr people 1mrolvved .tz; the pro-

cegsging of travel claims outside of central ’J.‘ravel 3mnch ag thare

are vorking in Central Traval—-and perhaya a gao& many more. The
exclusions from Central Travel Branch cegnizanee include:
a. Invites travel 1s handled by the Centrai ?:chasizsg

Byanch of the Office of Persanuel.

st

b. 0SA handles travel of all of its personnel.

e. Elements of the Clendestine Services, both at head-

quarters and in the field, process travel claims invplying
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PC3 staff travel to the field‘and_all travel of staff agents
. it i

aad of non-steff Clandestine Services personnel.

Central Travel Branch estimates that the average cost of administer-

ing a travel trangaction, from preparing the travel order to paying

g,

& claim, is §25 to $30--and this is in mddition to the amount of the

claim itself. If the settlement is contested by the traveler, the

processing cista can mount to hundreds or even thousands of dollers

on a single claim. Thus, if there are some 40,000 trensactions e

year, we are speaking in terms of processing costs on the order 9;’

$1 to £1.2 million per year. In the following paragraphs ve

ennumerate and briefly discuss what we see as the main problenm

areag in travel processing.

Travel Regulations and Handbooks

4. Agency regulations sre the basic medium for prescribing

directives of a continuing nature; they prescribe policy, establish

organization, delegate authority, and assign respongibilities.
A -

Agency handbooks supplement regulations by providing the detailed

S

TOCe & to eff ies. '
P dure necessary to e ach gengx policies T,.E.i Ageng 8

regulatory lesuance on travel, peens to fit pneither cate-

b

gory. 1t goes far beyondlthe mere prescription of policy and
proee—— ]

stops well short of providing detailed guidance on the procedural

aspects of travel. We once had a true handbook on travel

- 57 -

SECRET
Approved For Release 2003/04/29 : CIA-RDP84-00780R002100170026-5

25X1

25X1




Approved For Release 2003/04/29 : CIA-RDP84-00780R002100170026-5

S8ECRET

‘but it was rescinded in 1958, HNothing hes since appeared to ta}c.e

its plsce, and we can find no oge npy geriously
__ixg & rsevision.

5. Kesping our regulatory lssuances on mvel c:urrent ia difri-

ke 6 FH b

cult in the face 01’ fraquently cb.angin.g gavernment policies on w}neh

AR - & TR

they are based. XEven a.cknwledging this Aifficulty, our interns.l

L RN

i 4G

mahmuam for eatn'bliahing and promﬂgating policies and procedures

e Y

on topica.l subjects such as travel moves very slowly. For examplet

+ R ki TR

a. Public Lav 39-516, which was approved o2 21 July
1966, amended the Administrative Expenses Act of 1946 as
regards travel and transportation expenses of civilian
officers and employees.

b. The Director of the Bureau of the Budget, under
authority delegated to him by the Pregident, ismsued Circular
Ho. A+56 on 12 October 1966 revising raegulations them in
effect. The "spplicablility” persgraph of the circular
specifies that these regulations shall not apply to offi-
cers and employees transferred in accordance with the
provisions of the Central Intelligence Agency Act of 1949,
as amended.

¢. The Agency on 15 March 1967 published e

notice that expiras on 1 April 1968. The notice states that
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d. inciudes a list of "special determinations”

made for applying the provisions of tha ﬁircular "pending

mucatinn of a revision of Part I of Attachmant 3 to

[ TRme—

The Policy and Plaoning Statf of the Orfige uf rinanee 15
mpomible for Grafting the neeessary revisifms uf the

bt SR

regulations but is .Wg%@ci%gmiﬂgmble dirﬂculty 1}3

coordinating and ubtaining concurrences qi' various intgreated

components of the Agency on proposed chagges.
We might note that the Inspector General has alrew receiveﬂ com~

R ks

plaints of denial of entitlements that are likely to be included in

_the eventual revision of the regulation,

é. We revieved a memorandum forwarded from the "h:!.e:r, Central

il i

Travel Branch, to the Chief, Policy and Planning Staﬂ‘, on 11 January

e

1967. Its subject wes "Proposed Changes to Agency Travel Ihgulations. "

ﬁxe memorandunm ves prepared, reportedly at the request of the naput:y

e o St A2 T

Bi:me:tar of Financn, to sumarize defects 1n or Muaiona fmm

Py kS - e ) E s
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be collected now requires the personsl sign-off of the Deputy
Director for Support.

4. There is virtuslly nothing in the regulation on the
use of and accounting for government travel requests.

e. There sppears to be a regulatory void on approving
continuing advances {so-callsd revolving accounts) for travel.
This once was covered in regulation, and probably adequately,
but it disappesred in 196L4 and has never been replaced.

f. The reporting of leave while in ‘araval smtus has

been troublescme for years (and the scurce of nmgh 111 feeling

on the part of travelers). The Chief, Central Travel Erunch,

veports that he now has & written directive from the Director
of Finsnce on this subject, but it is for his own guidance

and has not yet been incorporated into a procedural issuance.

Authoritative Decisions on Questions Concerning Travei
7. There is no sinsla point 11:1 the Agency to whzch techmiceal

U B BT 1 ST R T g g 118 (R R o s g 40 T g w4

W on travel snd transportation may be directed for an

Juthoritative answer. HMany of these questlons are directed to

Central Travel Brench, but 1ts findings are only sdvisory. The

e

findings may be appealed (and often are) to a variety of officials
in hopes of reversal. We find appeals heving been made to the

o R D RO

ssx/m, the General Counsel, the Director of Persommel, the Depwty
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Director for Support, the Inspector General, and the !:xeeutive

mmetar*mhroner Hmy of these claims involve very amll

Bums of money but may cost hundreds or thousands of dollars in

sanior officer time before they sre finally settled. There are

and will continue to be claims in which & specific voucher 1s

used &5 the vehicle for establishing s general principle, dut
there is no central point designated as the repository of these
decisions of principle. In its absenca, there will continue to

be sppeals and reappeals on nmatters already authoritatively decided
in & claim involving some other component.

8. 'I'he particnlarly trmxblesm cages are ‘those ariaing rmm

R

pmviaions of Agency regu}.ations that may he interpremd neither

R

for or ggninat the claiment and vhich, legally, could be decided

either wsy. Even a patently unressonable claim is often difficult
e SRR

to disprove--and to make the proof stick. These are o few of the
many exemples that could be cited of claims that have tied us in
¥nots because of the lack of an effective mechsnism for adjudicat-

ing them.

a. A claim by involving sbout $00 and 25X

one by involving $183.05 cost thousands

of dollars in time and in cable snd dispatch costs before final

decigions wers reached.
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b. Two cases involving return

travel from the Far East by way of Europe have been under
appeal znd reviev for months end are still uaresolved.

c. A claim for spproximately $100 by & senior employee
for per diem while attending a Civil Service school at
College Park, Maryland, in November 1966 has cost the Agency
several times that amownt in reviewing it, has required
decisions from the Ceneral Accounting Office, and was finally
pettled after about ten months.

Scme of the cleims we examined, particularly the .‘wat one cited,

seen to us of dtbubtml valldity. The point is that the equlayevea

L g

cnacerned believe them valid, and there is no famll;( eshsbn:‘hed

entity to which the maployee may 'be dimcted to turn for authorita—

,,,,, e IR I RS o g o
tive advice and on which th& Agency m.y rely far e:riving at fid&d—
decislons.

9. ;'ﬁ':e Department of Defease has such 8 machanism in its

..... s GERERE t R el - Bl

travel policy committee. From what we can learn of the working:s

of the committee, 1t appears to be quite effective. We reviewed

an employee suggestion that such a committee be esteblished within
CIA. The suggestion was not accepted. The turndown, which was
dated 10 May 1966, appears to us not very responsive to the basic
problems raised.
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Disparate Practices in Peying for Travel and Per Dienm
10. There is litile uniformity within the Agency on payment
for travel and of per dlem al rates less than the established
maxinmums. These are some examples:
. Sha Chief, FE Division, issued a writmq %9%1:3;1

applicable to all Agency travelsrs, on ihe per diem rata gt .
Limiting 1t to $2 less 35 percent for

p———————————— T T S P

guarters fumished. Central Travel Bre.neh tried to hald all

e PPN 1 b SHPPEATE W

persmmel viaiting that installatian to the astahnshod rate.

e S
[ ———
i o B RS g g
R

Xt sux:ceeﬁad until a ssnmr otﬁcer uf the Oﬁice o:t‘ Finance

R el

claimd a 16 per d.ieﬁ. m mrector of Fizmnee chose %o

s B0 8 S B RN St AR 5

R Rt 8, BB

intcmt the FE direct lve as a.pxﬂ:ing o:ﬂy to employeea af

e, et - e AT oIt O i D A L

B Di?iﬁion and aggro’eed mg ofﬁcer ' clainm for the higher

e BT s S

rate .

b. The Chief of the Bupport Staff, 0ffice of Training,

issued s pemorandum dated 20 April 1967 stating that "the rate

for & round trip by POV between headquarters and is

$36.00." Again, this has been interpreted as applying only to

OIR personnel. Employees of other Agency compounents visiding

are pald at varylng rates as approved by their

parent camponents.

¢. A meeting was recently held at the|

for briefings on new communications equipment.

-sél‘.q
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Representatives of all directorates attended. Each directo-
rate reimbursed its employees at a different rate than the
rates of the other three directorates--this despite the fact
that all representatives traveled to the same point, spent
the same amount of time there, ate the same meals, and shared
similar gquarters.

4. In a recent inspection of the oversess stations of
an Operating Division of the Clandestine Services we found
mileage being paid st rates ranging from a lov of 64 to a
high of 12¢ at stations smong which there was little difference
in the costz of operating a vehicle.

The approvals illustrated in the sbove examples allowed reimburse-
ments ranging from "a little cut of pocket” to "all that the law
will allow." We are unabla to see the rationality in a aystem

that permits such extremes to exist side by side within a single

agency .

Conclusions Concerning Travel Processing

11. We saw evidence of much confusion and a great deal of lost

time resulting from lack of familiasrity with changmx in travel regu-

e o

lations, new itravel forms, snd the llke. Thizs is understandsble in

RIS SO R A B AN W

'vww of the lack of detailed guidance in regulatory issuances. ‘e

iy s 3 e g SRR R T L S5 2 T mb

cm:siamﬂ augaesting that the Of?ice of Training be instructe& to

T - ST, ST
e -
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offer a brief course on travel, vhich could be kept up to date by

il T ST e

periodic retresher courses. We abandoned that. Me vhen ve learned

L LT

that the courss once offered on Travel ?rceeduma was discontimued

a couple of years ago becausc of a desrth of studente.

12. What 18 the answer then? We think it lies in a well

D T o g

uraemd and vigorous attack on the whole range of pwublm sssd~

A X

cisted with travel procassing. ‘I'here hava baan sporadic attempts

R

wt m:*eving efficienay, and some of them have been quite succese-
ful. The establishment of Central Travel Branch is a good example.
Another is the resort to commted travel, although this still is

applicadle in only a few areas. We belleve it would dbe possi‘gie

| e

to extend commited ratea to cover most trﬁval .' The Office of Pinance

has tried to find more efficient ways of processing vouchers. One

venture involved auditing only a statistical sample of vouchers

~

under $100. It was found that this approach was more expensive 11

ssnior a.uai‘bor md superv:lsory time than mﬂiting all vouchers,

ARSI+ TV I gy N KW T T RO A o ST RSSAS T e

13. We discussed with O/PFB the merits of a cost analysis qf

mﬂent travel processing pracaﬁan'es and of sn organized study ol

i AR &

ths feasibility of broadening the applicabiiity of commuted travel.

"
N i g

O/PED representatives stated their belief that the Qimensions of
the problem are such as to ilndicate the desirability of such studles.

The press or other more urgent business has precluded O/FPB taklug

R T TT TR D e e Y e

on the %- We believe that such studies are past due. The
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problems we encounter in travel processing are chronic, and they
are unlikely to be eliminated or even reduced substantially by our
present slow-moving epperatus,

1k, There exists in Central Travel Branch a swall nucleus

af technica.l expexts who have literany made stuﬂy of travel

practiees thelir major mer pursuit. We consider ‘c-ham en'hix'ely

Wtant tn mka the atuﬁ.ien yropmed 1:1 ths preceding parsgmp.z

and to pmvide the techniesl input essential to the cffactive

mtion o:t‘ & tmvel ;oliqr cmittee, vhich ve are convinced

L,

the Aaency mds.

1t is recommended that: Ho. 12

The Deputy Director for Support prepare and subwmit
to the Exscutive Director-Comptroller for approval a
proposal for the establishment of a CIA Travel Policy
Committee, to which should be assigned responsibility
for:

&. enguring that Agency travel regulations and
yractices are in accordance with appliceble laws and
with the implementations and interpretations thereof;

b, enalyzing Agency practices with respect to
travel with a viev towaxd improving efficiency,
reducing costs, and eliminating inequities iu
appliication of regulations;

c. providing authoritative guldance, both to the
claimant and to those procesaing the claim, on questions
pertalning to travel; and

4. sadjudicating dlsputed claims.
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10. On the basis of these figures, after psying out $71.5
million to annuitants, the fund will still have an investsd
principal of $76.8 million and FY 1980 will be the Zirst year
in which this principal will have to be drawn upon to meet
expenses. These estimates are, of course, subject to many
veriations but it does appear reasonsbly certain thst for the
next several years the fund will have excess money to invest
and & long-renge investment program should ba aesteblished.

11. The present system for investing excess funds is for the
Chief of the Compensation and Tex Division to notify Menetary
Division that funds are svailsble for investment after providing
any necessary reserve for ammulty peyments and expenses., MNonetary
Division looks up the current over-the-counter prices of eligible
gecurities and selects those with the most attractive yields. Vot
having sn actuarisl projection of future fund requirements, they
are not in a position to make firm recammendations as to gpescific
maturity dates but do try to dlstribute thalr maturities over s
fairly broad range. These salections are discussed with their
Treasury Advisor, & clesred contact in the iInvesiment Branch of
the Treasury Department to whom the Secretary of the Treasury bas
delegated his responaidbility under P.L. 88-643 for approving all
investments made by the fund. With the advisor's concurrence, an

investment recommendation or & list of recommended issues to choose

-T2 -
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from is forwarded to the Director of Finance for his spproval. The
spproved purchase order is then forwarded to Treasury, which executes
the order in the over~the-counter market and delivers the securities
to the Federsal Reserve Bank of New York for safekeeping.

12. To aspure the prompt reinvestment of the interest
received on the fund's investments, arrangements have been made
with Treasury to automatically re-invest all such interest on
the day it is received in Treasury. The Director of Finance has
delegated to Monetary Division the responsibility for selecting
the Treasury issue to be purchssed after consultation with theilr
Treasury Advisor end for entering the purchsse order with Treasury
in advance of the receipt of funda.

13. An Office of Finance Instruction prescribing procedures
for administration of the fund has been in preparation for several
months but was not yet out for coordination at the time of our
inspection. We reviewed an early draft and found that the pro-
cedures proposed for processing investment transactions approximated
the system outlined above. Zven though the existing system may be
very close to that vwhich is eventually approved, we belleve 1t
important that the procedures be formalized in an agreed and
spproved written instruction at the earliest possible date.
Regarding the future requirements of the fund and the optimum

investment program, the following section from PL 88-643 is pertinent:

-3 -

SECRET
Approved For Release 2003/04/29 : CIA-RDP84-00780R002100170026-5




Approved For Release 2003/04/29 : CIA-RDP84-00780R002100170026-5

SECREZ?T

“S8ec. 261. The Director shall prepare the estimates

fund, and shall cause to be mede actuarial valuations of the
fund at intervsls of five years, or oftener if deemed
necesasry by him."

of the annusl appropriations required to be made to the /j/

1%. In June 1965 the Secretary of the Treasury, in response
t0 a request from the Director of Central Intelligence, agreed to
make available to the Agency the services of Mr. Cedric W. Xroll,
Government Actuary, who has been providing actuarial service for
the Poreign Service Retirement end Disebility Fund for several
years. We have discussed with Mr. Kroll the present status of
our fund and the need for an actuarial valuation. He believes
that we cmn sesume that the actuarial experience of owr fund will
be sc close to that of the Foreign Service Retirement and Disability
Fund that we could apply thelr actuarial rates to our participsting
personnel and develop a useful projection of the expeacted annulty
demands. The Director of Personnel states that his office can
provide the necessary statistics regarding ages, grades, salaries,
years of service, and age of dependents for all participating

personnel, both active and retired. As required by Bec. 261

quoted above, an actuarial valuation will have to be made before

e TR s
October 1969, and ve believe the projection of annuity requiremen%s
s

suggested by Mr. Kroll would be worth making at this time.

15. As regards a long-range investment program for the fund,

the above-mentioned projection will provide some guidelines as to

- Th -
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which bond issues should be purchased for the fund during the next
seversl years during which receipts can be expected to exceed pay-
ments by rather wide margins. At Mr. Kroll's suggestion we dis-
cueged this problem with his superior, Mr. Bdward P. Snyder,
Director of the Office of Dabt Analysis. Mr. Snyder suggested
that, rather than purchase various lssues of outstanding govern-
ment bonds in the open markat, we should look into tke possibility
of arranging for a "Special Issue” for our fund.

16. ¥r. Snyder said that a Special Issue can be a.rrmzed b‘y

a.d:uinistrative agmmnt ’ without hgislation, anﬁ for all prac-

o B S B T S MR I

tical pm'poses is en 1nterast~ben.ring nccount on Tremury 8_books

A P

2 et R b

“in"the name of our f\md. All Wcm.sae are at parj interest

B A SRS

o e

is culeulutad :rcm the data Trmury receivu the runda, and with-

R i
O ——

drmf: Wean 'ba ma.de at pur a8 needsed Intereat is paid at &

e SR g T

negotiated rate based an the amounts involved and the length of

time they are expected to remain with Tressury. The Forelgn
Service R & D Fund has s Special Issue for its investments.
17. Such an arrangemert would greatly eimplify the account-

ing and investment problems of our fund; however, we xmderstanﬂ

that at the time PL 88-643 vas being drafted the @estion of &

BEETC Tl s ]

Special Issue vas considered and rejected beceuse of the necespily

A A S R AT

»far yszblicly idantifying tht* Itsency as the helaer of the 1853;9 ax;d

o P Y

S P PRI ST i B €A

for aiaclosina the purposu for vhich it was crsat.ed. We belleve

- g s

-5 -

- SECRET
Approved For Release 2003/04/29 : CIA-RDP84-00780R002100170026-5




£

Approved For Release 2003/04/29 : CIA-RDP84-00780R002100170026-5

BBCRET

that this question should be re-examined to see if some secure

arran@mnt can be worked ocut to anable us taa obtgin e Spscial

by KB o aanidaiin & s iE

et V.

issua for our fund,
18. Since it will take some time to obtaln the actuarial
valustion suggested above, the present system of investing will
have to be continued. However, we suggest that Chief, Compensation
and Tax Division, establish a definite level (ssy $250,000) at
which funds in excess of foreseeable requirements will be suto-
matically started through the investment process. According to
the Projected Estimate of Fund Activity, there will be no reguire~
ment for the withdrawal of azy invested funds until 1980. It
would therefore seem prudent for Monetary Division to consider
only issues maturing after that date.

19. At some future date we might find it possible to turn

ths sdministration of this fund over to the Cﬁ.ﬁl 5&*?10& cm;ssien.

‘I‘his vould require hgialatian and many sacw'ity problm would
have to be solved, but the Government would certainly save money
and we would be relieved of sccounting, investing, and paying of
annulties to former employees and their swrvivors. The CSC has
at present something over 700,000 annuitants on its rolils, snd
the trsnsfer of our fund would be an insignificant addition to
i1+s worklosd. For cover purposes, we sre now using Civil 3ervice

forms (envelopes, letterheads, etc.) for communicating with owr

- T6 -
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annuitents. The FBI has s gpecial law for certain of its retirees,
and these cases are handled through the C3C system. The goal would
be to retain the benefits of owr Retirement Act but to let the CSC
4o the bdookkeeping for us. We are not prapared to recommend so
radical a step so early in our experience with the program, but

ve do think it an idea that should be kept in mind., It should be
noted that a Preslidential Committee has recommended that all

[re—— ATa———

government retlirement systems ultimately be merged, and Legislative

wy,

Counsel intorm us that vhen our hill was 'being drafted we vera

asked to agree that ve would go along with any such future merger

of retirement systems.

20. Although the procedures during these Tfirst few years

have been rather informal, we believe that the fund has been

adequately administered and is now well invested. However, all

our egtimates point to an imminent increase from the #20 million
now in the portfolio to sbout $36 million--to which will be added
an annual surplus of over #5 million for a number of years to

come. The FY 1967 Projected Estimate of Fund Activity predicts

a principal fund of $77 million by 1980, and that sum may well be
exceeded, The nunmber of annuitants and their total annual benefits
may triple in the next three or four years. These factors point
up the need for s more formal method of administering the fund,
particularly the long-range investment program. In the section

-?'Tc
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of this report devoted to Information Processing Systems we

have a recomuendation for the sstablishment of a single computer
ayaten for control of the statistics needed for administration of
the fund. The followlng recomrendations are submitted not in
cxiticam of past or present performance but in anticlpation of the

needs of the future.

It is recommended that: Ho. 13: ¢
Tne Director of Finsance:

a. Direct the Chief, Compensation and Tax
Divieion, to initiate investment action whenever
surplus funds exceed $250,000.

e R AP i A i

b. Expedite the ispuance of the Office of
Pinance Instruction prescribing procedures Tor i
edministration of the fund.

¢, Arrange for an sctuarisl valuation of the
fund with the advice and sssistance of Mr. Cedric W.
Kroll of the Department of Treasury.

4. Investigale the feasibdility of making secure !
arrangements with the Department of Treasury for a :
Spacial Iasue for the CIA fund and report his find-
inges and recommendationa to the Bxecutive Director-
Comptroller.

e. Prepare an interim investment program for
the guidance of Monetary Division based on the Fiseal
Yesr 1967 15-year Projection of Pund Activity. :

L e S i e e i

f. Prepare a long-range investment program
based upon the actuarial valuation reconmended in {
c. above,

-8 -
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INFORMATION PROCESSING SYSTEMS

1. A report of survey of the Office of PFinance would de
incouplete without mention of the applications of automatic
data processing to financisl operations. This is not & propiticus
time, however, to inquire in any depth into the extent and sppro-
priasteness of programs to computerize financlal operations-~-nor,
for that matter, do we consider ourselves qualified to 4o so. The
Support Information Processing Staff (SIPS) is working on an inte~
grated system that will process and supply data on money, meanpover,
and naterial of interest to the Offices of Fiaance, loglatics,
Personnel, Training, and Security. The SIPS effort will require
many man-years of research; development of user speciiications;
coordination, analyels, and programming; and development of specisl
eguipment. The goal is to have the Integrated Informmtion Processing
Systen 1n operation by sbout 1970 or soon thereafter.

2. The Integrated Information ?mcésaing System will replace
many of the hand-record systems now in operation. Data on property,
‘obligations, advances, retirement, credit union matters, insurace,
and perhaps several steps in travel, sudit, and certification pro-
cegses will be handled by computers. It is now envisioned that the
system will include s date bank at headguarters which field stations
may query electronically, thus eliminating meny hand records and

manuelly-perforaed functions of field finance officer:.

- 79 -
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3., From our admittedly limited knowledge of the extent of
computer operations elsewhere in govermment, we have the lmpression
that CIA has been slow in exploiting the full potentiel of computers.

We auspect that one of the mein impedinments to more npid progreas

has baen the endless aqu&‘nbling over who sheuld contro}. vhat in the

VA e AR

o ST g et

conputer field. If this is so, then we regret to report that the

R s S g v,

s A k7

outlook is not much :iamroved. Thare is still much sgquabdling in

W"'v

the form of finger-pointing and name-calling.

a. 9IPS is criticized on the grounds that it iss

(1) Moving too slowly toward its eventual goal.

{(2) Failing to seek the expert outeide advice it
needs.

(3) Organizing a historical dats bank rather than o
forvard-looking management information system.*

(4) Concentrating on its goal of an integrated system
in operation in the early 1970's to the exclusion
of the needs of the 0ffice of Finance for immedi-
ate "patches" on present systems.

(5) PFailing to meet the needs for immediaste improvement

in datas on costs of operations in Southeast Asia.

*Nanagement information system” 1s a stock phrase widely in
use among those interested in the business applications of computers.
The phrase is loosely used and is subject to varying interpretations.
We have not had defined for us the kinds of data needed as inputs to
puch 8 system, how the system would be composed, and the types of out-
puts that would be useful to management decision.

- 80 -
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b. The Office of Finance is eriticized for falling to
provide, within rmona’blé time 1limits, information on user
specifications snd on other proposals being considered for ihe
Integrated Information Frocessing System.

¢. The Office of Computer Services is critized for:

(1) Insccuracies in reports it produces.
(2) Failures to meet reporte production deadlines.
(3) Obseasion with the sclentific uses of camputers
st the expense of needed businesas spplications.
4, ’Phara 1s some validity in sll of these compleinta: B8IPS

st R I

is mevins alwly, Pinunce 12 slov in meking its mntﬁbutiona to Lhe

»‘ R = LS

integrated system; OCS 1s lmte in coxz@letmg Finance reporta, and

L W‘*‘Ju&gm:rw‘.‘mha‘mwr e R

they smtimes are inaccurate; FE Division is hamreaﬁ by lack of

o Ty

upda.ted casts tm operatiana in Sontheast Asia. The Office of Firnance

ot L i A et

does cantinue to dn manmlly wany things that could be cmxmu‘ber»
e, _, e s R R ———— ke A B i Bty (B
mnipu;ated.

5. Va daubt, thcugh, thet things are as bad as they have been

e L

yitwmd to us. The only Finsnce operation that appeared to us to

Bronadilios ¥ E

o TR S Sy

be potentislly in trouble because of lack of computerization is the

handling of records of annuitants under the CIA Retlrement and Mesbiliity

Pund. The subsidiary records on the barticipants in the CIA 25X1

retirement system are now kept on computers from dats supplied by

the Office of Personnel. The records on snnuitants and swrvivors
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under the CIA system are kept manually in the Office of Finance,
and the monthly checks are prepared individusily. With only 119
annultents and survivors on the rolls, two Finance employees can
do the Jjob by hand, As the nuwder of annultants rises, perhaps to
the statutory ceiling of 800 by 1974, continued manual administre~
tion of the records of annuitants would require a siZeable incresse
in the Pund staff. We believe that now 1s the timwe to combine the
records on participants and on annuitants into a single computer
systen capable of serving the needs of doth Persomnel and Finsnce.

It is recommended that: Ho. 1 7

#
4]

The Deputy Director for Support instruct the Directors |
of Finance and of Personnel to devise, with the advice and
assistance of the Support Informetion Processing Staff, &

single computer program capable of providing all of the

‘;.»,
Mobseatsn i

statistical information needed for edministration of ¥

participants in and annultants of the CIA retirement

gyestenm, L
SECHRET
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