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DEVELOPMENT September 24, 1993 

MEMORANDUM
 

TO: 	 Director, NIS Task Force, MaIcolm Butler 

FROM. -	 RIG/A/BON NVnO-P metelo -" 

SUBJECT: 	 Audit Report on the Department of Commerce's Special American 
Business Internship Training Program (SABIT) in the New 
Independent States (Audit Report No. 8-110-93-10) 

This is the report on our audit of the Department of Commerce's Interagency 
Agreement with the NIS Task Force for the Special American Business Internship 
Training Program (SABIT). In preparing the report, we took into consideration NIS 
Task Force and Department of Commerce comments provided on a draft of this 
report. Those comments are attached as Appendices II and III, respectively. We 
also acknowledge receipt of a representation letter from the NIS Task Force that was 
provided and which we found to meet our needs. 

We cannot agree with the Task Force's position sugg-sting that we redirect our 
recommendations to the Office of the Coordinator, within the Department of State, 
and the Department of Commerce. We believe that as a signatory to the interagency 
agreement, A.I.D.'s NIS Task Force has a fundamental responsibility for ensuring the 
effective use of funds appropriated to the Agency even after those funds are 
transferred to other U.S. Government agencies. Your willingness to follow-up with 
the Department of Commerce to elicit appropriate responses to the 
recommendations is appreciated; however, this effort simply does not go far enough 
to ensure that corrective action is taken. Therefore, this report continues to ask that 
the Task Force work with the Department of Commerce to see that corrective 
actions are taken. Since we have not reached agreement on this issue, the 
recommendations are considered unresolved. 

Please provide us comments within 30 days on any action to implement the report 
recommendations. If we cannot reach agreement, we will consider forwarding the 
report recommendations to the Deputy Administrator for resolution. I appreciate the 
courtesies and cooperation extended to my staff during the audit. 

320 TXT\ n'-FIRsi STREET. N.. WASHINGTON. D.C. 20523 
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Background 

A large portion of A.I.D.'s New Independent States Program funding is transferred 
to other U.S. government agencies using interagency agreements. As of July 31, 
1993, A.I.D. had transferred approximately $177.2 milion, representing about 26 
percent of A.I.D.'s NIS funds, to 11 U.S. government agencies. Of this amount, the 
NIS Task Force had transferred approximately $2 million to the Department of 
Commerce to implement SABIT. 

Under the terms of the interagency agreement, the Department of Commerce's 
International Trade Administration implements the SABIT program. The program, 
by placing key business officials and scientists from the New Independent States 
(NIS) as interns with participating U.S. firms for periods of three to six months, is 
intended to assist in transforming the NIS to free-market economies and redirecting 
former Soviet science to the post-cold-war era. SABIT seeks to provide interns with 
first-hand exposure to a market economy and develop a network of American 
counterparts and other SABIT interns for long-term support. 

In our February 1993 audit report on interagency agreements' we pointed out that 
A.I.D.'s oversight role for funds transferred to other U.S. government agencies under 
A.I.D.'s Central and East Europe, and NIS programs, is unclear. With respect to the 
NIS program, we reported that the NIS Task Force has defined its oversight role as 
that of "broad monitoring to ensure complementarity and avoid duplication, but not 
to oversee or ensure proper implementation, contracting, and financial management" 
by other U.S. government agencies. However, we also pointed out that Congress and 
the State Coordinator may have different expectations as to A.I.D.'s oversight role 
and that the lack of clarity concerning A.I.D.'s role has created vulnerabilities within 
A.I.D.'s internal control structure--especially that of the NIS Task Force. Although 
we proposed several options that the A.I.D. Administrator, Department of State, and 
Congressional committees could consider to clarify A.I.D.'s oversight role, we know 
of no actions taken in this regard. Thus, A.I.D.'s oversight role with respect to funds 
transferred to other U.S. government agencies remains unclear. 

'Audit Report No. 8-000-93-02, datedFebruary26, 1993, titled "A.I.D.'s Oversight 
Role for Interagency Agreements Under the Central and East Europe and New 
Independent States ProgramsNeeds Clarification" 
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Audit 	Objective 

As part of its revised fiscal year 1993 audit plan, the Office of the Regional Inspector 
General for Audit/Bonn audited the Department of Commerce's Special American 
Business Internship Training Program to answer the following question: 

0 What were A.I.D. funds used for and what results were being achieved 
in relation to the project purposes as stated in the interagency 
agreement with the Department of Commerce? 

Appendix I contains a discussion of the scope and methodology of the audit. 

Audit Findings 

What were A.I.D. funds used for and what results were being achieved in relation to 
the project purposes as stated in the interagency agreement with the Department of 
Commerce? 

Funds provided by A.I.D. for the Special American Business Internship Training 
(SABIT) program are being used by Commerce's International Trade Administration 
to: 

" 	 select and screen interns for the program; and 

* 	 reimburse participating U.S. firms for each intern's roundtrip airfare to 
the United States and per diem payments of $30 per day for each 
intern during the internship. 

The original interagency agreement, signed in February 1992, transferred $1 million 
to Commerce's International Trade Administration to support SABIT internships for 
150 business managers. This agreement was amended in March 1992, and an 
additional $1 million was transferred to support 150 internships for scientists. The 
International Trade Administration had obligated approximately $1.5 million and 
spent about $195,000. At the time of the audit, only 83 business managers and 
scientists were either on internships or had completed internships. Commerce 
officials attributed delays in the program's progress to difficulties in identifying 
interns, matching the interns with U.S. businesses, and obtaining U.S. visas. In 
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A SABIT intern (on the left) from a weekly business newspaper in 
Moscow discusses his internship with the auditor (on the right). The 
directorof the newspaper'smarketing department is seated. 



addition, officials said the requirement by the Russian Government that its citizens 
obtain new passports also caused delays. 

All interns we interviewed who had completed their internships and returned to the 
NIS spoke favorably of their experiences. These participants said that the internships 
exposed them to U.S. business practices and promoted understanding between 
Americans and citizens of the NIS. These positive comments by the returned 
participants notwithstanding, we were unable to determine whether the program was 
achieving its purposes. Further, half of the returned participants we interviewed 
doubted they would be able to apply their SABIT training. These problems are 
discussed below. 

Results and Progress Difficult to Measure 

Sound management practices require that program objectives be well defined and 
progress indicators (targets and timeframes) established so that program progress and 
results can be measured. The interagency agreement establishes broad objectives of 
the program, however, specific objectives and progress indicators had not been 
established. Our audit showed condiions indicative of a scattering of activities 
lacking focus. Unless program objectives are better defined and progress indicators 
instituted, we doubt that the program will be able to demonstrate that positive results 
have been attained. 

Recommendation No. 1: We recommend that the Director, NIS Task Force: 

1.1 	 formally request the Department of Commerce's International Trade 
Administration to establish specific objectives for internships provided 
to scientists to define the role of scientists in the Special American 
Business Internship Training Program; 

1.2 	 formally request the Department of Commerce's International Trade 
Administration to establish progress indicators (targets and 
timeframes) for the Special American Business Internship Training 
Program so that progress can be monitored and measured; and 

1.3 	 follow-up with the International Trade Administration to ensure 
appropriate corrective actions have been taken. 
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The objectives of the SABIT program as stated in the interagency agreement are to 
assist in the economic restructuring of the New Independent States of the former 
Soviet Union (NIS) by: 

" 	 exposing managers to American ways of innovation and management 
in eight broad management categories; and 

" 	 introducing business managers to production driven by demand, 
consumer satisfaction, and profits to assist in the restructuring of the 
NIS to democracy and free markets. 

Sound management practices require that program objectives be well defined and 
progress indicators (targets and timeframes) established so that program progress and 
results can be measured. The SABIT objectives as stated in the interagency 
agreement are very broad. Our reviews of SABIT program documentation and 
discussions with SABIT program managers revealed that more specific objectives had 
not been established. Further, indicator.-targets and timeframes-to measure 
progress and monitor program activities also had not been established. 

As a result, we found conditions which indicated that the program's activities were 
scattered and lacked focus. For example: 

" 	 Intended beneficiaries of the program were unclear. According to the 
February 1992 interagency agreement, the purpose of the SABIT 
program is to provide management training to business managers from 
the NIS. However, the agreement was amended the following month 
to expand the program to include internships for scientists. We were 
unable to determine the intended role the scientists were to play in the 
SABIT program. According to an International Trade Administration 
official, the intent of including scientists was to prevent them from 
using their skills and knowledge for purposes contrary to U.S. interests. 
However, two scientists we interviewed who participated in the 
program told us they continued the basic research they had begun in 
Russia during their internships but were uncertain as to the benefits 
they were expected to derive from the internships. 

* 	 Business sectors targeted by the program were unclear. The 14 interns 
we interviewed came from nine different business sectors. Without 
specific objectives, we could not determine whether these sectors were 
tO. intended targets of the program. 
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A scientvt (seated at the computer) explains research that he continued during his 
SABIT internship to the auditor (on the left). The scientist did not speak English. 
Duringhis interview he communicated through an interpreter(on the right). 



In addition, we found that the English language requirement for interns was unclear. 
Selection criteria required that interns speak English well. However, minimum levels 
of proficiency had not been established. Six of the 14 interns we interviewed said 
that they had problems during their internships, particularly during social and non
training-related situations, because of their lack of English proficiency. Each of the 
six required an interpreter during our interviews. Without clarification of the 
language requirement, International Trade Administration officials cannot be sure 
that interns speak English well enough to attain maximum benefit from the technical 
training and the social and cultural contacts the internships provide. 

In responding to a draft of this report, Commerce officials disagreed with the audit 
finding and tonk the position that the interagency agreement established objectives 
for the SABIT program that are both appropriate and sufficiently specific so that the 
program can be monitored and evaluated. As the objectives of the program, 
Commerce quoted the following sections of the interagency agreement: 

"Purpose of Program: The SABIT program is designed to: 1) assist 
economic restructuring of the new independent states (NIS) of the 
former Soviet Union; and 2) encourage peaceful transition of former 
Soviet science to the post-cold War era ... SABIT places business 
managers and scientists in three-to-six month internships in U.S. firms, 
giving them first-hand exposure to a market economy ... Commerce 
disburses funding under a competitive application process to U.S. 
companies to partially defray their costs of hosting interns ... SABIT 
assists economic restructuring of the NIS by exposing industrial leaders 
to American ways of innovation and management in such areas as 
strategic planning, financing, production, etc. ... exposing business 
managers ... to a completely new way of thinking in which demand, 
consumer satisfaction, and profits drive production ...Similarly, SABIT 
for scientists places scientists from Russia, Ukraine and other new 
independent states in three-to-six month internships with American 
companies, research organizations, and laboratories. The goal is two 
fold: provide opportunities for gifted defense scientists to apply their 
skills to peaceful research and development in areas such as defense 
conversion, pharmaceutical and other medical research, and energy, 
and expose them to the role of scientific research in a market economy 
where applicability of research relates to success of the firm." 

According to Commerce, the objectives as stated in the interagency agreement 
respond to needs within the NIS identified through consultations with key U.S. trade 
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associations and close to 100 companies active in the region. These needs include 
a total lack of know-how about: market economies; the role of profits, business 
procedures, accounting, and business ethics; and other aspects necessary for a positive 
business environment. 

Commerce also believes that inasmuch as the interagency agreement specifies the 
total number of internships to be arranged and completed over the life of the 
program, that targets and timeframes have been set for the program. Commerce also 
said that it has had a workplan designed to meet the program objectives as outlined 
in the interagency agreement since SABIT began. Because the audit was conducted 
early in the program, Commerce said that some elements of the workplan had not 
been implemented. In addition, Commerce noted that in selecting business managers 
under the current round of SABIT funding, it will focus on ten business sectors. 

With reference to the language requirement for SABIT interns, Commerce said that 
A.I.D. and Embassy officials in the field asked SABIT to find placements for 
participants from outside the major population centers and from the Central Asian 
Republics. According to Commerce, participants from these areas are less likely to 
speak English than those from Moscow and St. Petersburg. In placing non-English 
speaking interns, Commerce said that it ensures that the participating companies are 
aware of the interns' English-language capabilities and are willing to provide 
interpreters. Commerce believes that the benefit to an intern of experiencing the 
training through a translator outweighs the difficulties experienced in socia! and non
training related situations. 

We agree with certain comments made by the Department of Commerce in its reply 
to the draft report and have revised the draft report recommendation accordingly. 
Specifically, we concur that the objectives contained in the interagency agreement for 
business managers are adequate, i.e., that the managers be exposed to American 
business practices and that such training be useful when they return home. However, 
we continue to believe that the inclusion of scientists in the program lacks specific 
objectives needed to provide a base for evaluation. For example, the interagency 
agreement only stated that internships for scientists should provide an opportunity 
for them to apply their skills and expose the scientists to the role of scientific 
research in a market economy. Lacking in our view was what specifically the 
scientists were to achieve from their internships, the scientific sectors from which they 
should be recruited, how workplans would be developed and what they would include. 
In this regard, we found that scientists interviewed who had completed internships 
were uncertain as to what the internships were intended to achieve. 
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We have not changed our position nor our recommendation regarding the need for 
more specific targets and timeframes for the overall SABIT program. We disagree 
with Commerce's contention that specifying the total number of interns over the 
entire life of the program is sufficient for targets/timeframes over which to measure 
progress. In our view, targets should be established at select intervals over the life 
of the program in order to allow periodic measurement of results and courses of 
action. Targets for SABIT might include the number of interns to be recruited, 
processed, and placed and specific sectors of participating U.S. firms to be involved. 
Although Commerce stated in its reply that it had a workplan for SABIT and that 
results were being reported to A.I.D., we asked repeatedly of Commerce and A.I.D. 
officials during the audit for such a workplan; but no such plan was provided. 

Need to Improve Monitoring 
and Follow-up of SABIT Interns 

The intent of the SABIT program was that interns trained under the program should 
be able to apply their training when they return home to assist in transforming their 
home enterprises to the free market system. However, half of the interns that we 
interviewed doubted that they would be able to apply the training they received to 
their work at home. The problems experienced by interns concerning the relevance 
of their training occurred because Commerce did not: (1) ensure that interns had 
input into developing their training plans; (2) monitor the training to detect and 
correct problems; and (3) establish a follow-up system to ensure that interns were 
using their training. As a result, program managers lacked assurance that SABIT 
training provided to interns was achieving the intended purpose of providing useful 
training. 

Recommendation No. 2: We recommend that the Director, NIS Task Force: 

2.1 	 formally request that the Department of Commerce's International 
Trade Administration establish procedures (a) allowing interns to have 
input into developing their training plans and (b) requiring program 
managers to contact interns during internships and conduct exit 
interviews after internships are completed; and 

2.2 	 follow-up with the International Trade Administration to ensure 
appropriate corrective actions are taken. 
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Recommendation No. 3: We recommend that the Director, NIS Task Force: 

3.1 	 formally request that the Department of Commerce's International 
Trade Administration deielop a follow-up system for interns to 
determine whether they are applying the training they received; and 

3.2 	 fol!ow-up with the International Trade Administration to ensure 
appropriate corrective actions are taken. 

The intent of the SABIT program, according to the interagency agreement, was that 
SABIT interns should be able to apply their training when they return home to assist 
in trans forming their home enterprises to the free market system. However, 7 (or 
50 percent) of the 14 returned interns that we interviewed doubted whether they will 
be able to apply the SABIT training they received to their work situations. 

For example, interniships for four of the interviewees focused on training in truck 
maintenance and repair. This training was clearly inappropriate for the interviewees 
who were middle managers. Each doubted whether he or she would be able to use 
the training that the internship provided. The U.S. participating firm which 
sponsored the internships told us that the firm's intent was to train trainers who could 
teach the maintenance and repair procedures to others in Russia. However, the 
interviewees said that they were managers-not mechanics-and, therefore, not in 
positions to train others in truck maintenance and repair. In fact, one of the four 
interviewees had worked for 25 years as an economist prior to her internship and 
planned to return to the same position. She said that the internship provided little 
benefit that she could apply in her work. 

Problems with the relevancy of the training occurred for three reasons. First, training 
plans were prepared by participating U.S. firms with little input from the interns. 
Interviews with 14 returned interns revealed that only five participated in determining 
the focus and direction of their training. The other nine said that they had minimal 
or no input into developing their training plans. 

Second, the International Trade Administration had no monitoring plans to routinely 
contact interns during their internships or conduct exit interviews. Eleven of the 14 
interns had no contact with SABIT program personnel during their internships, and 
none of the 14 interviewees were contacted by SABIT program personnel after 
training. However, the International Trade Administration Program Director 
acknowledged the potential benefit of exit interviews as a means of identifying 
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problems and ensuring the appropriateness of SABIT training. She said that her staff 
has begun conducting exit interviews with interns. 

Third, a system for following up on interns who completed internships and returned 
home had not been implemented. None of the 14 interns that we interviewed were 
aware of any specific follow-up activities for SABIT interns. International Trade 
Administration officials acknowledged the importance of follow-up to ensure that 
former interns are using their training and have begun planning a follow-up system. 

Without procedures for ensuring the appropriateness of SABIT training, International 
Trade Administration officials lack assurance that the SABIT program is achieving 
its intended purpose of providing training that interns can use in their work. 

Commenting on a draft of this report, Commerce officials agreed that intern input
 
into development of their SABIT training programs is desirable, within practical
 
limits, and are taking steps to build such input into the training process. Commerce 
emphasized that training plans for interns are prepared by participating U.S. 
companies and are submitted as part of the companies' formal grant application. 
The training plans are the companies' commitment as to the type of training they are 
able and willing to provide and reflect the private sector's expertise in training 
industrial managers. According to Commerce, letters of invitation to interns from 
sponsoring U.S. firms contain information on the training plan. Thus, Commerce said 
that interns accept the basics of the training plan when they accept the letter of 
invitation. 

Commerce also noted that business managers from the NIS whose only experience 
was the Soviet economy are likely to have only a sketchy idea of what sort of training 
they need in order to operate in a market economy. According to Commerce, many 
managers from the NIS are shocked to discover how much hands-on work is involved 
in Western managemen: techniques. They come from a society where managers sat 
behind desks and signed papers to and from the central planners in Moscow. 

Commerce stated that discussions concerning training plans occur between some 
participating U.S. companies and SABIT interns, resulting in modifications to the 
training plans after interns arrive at the companies. However, to make intern input 
into developing the training plan an expected feature of the SABIT program, 
Commerce will include in the guidelines for companies and interns the provision that 
"trainers" and "train,.,s" have meetings during the first week of the internships, and 
once a month thereafter, to review the training plans, note progress and problems, 
and make any necessary adjustments. Commerce also said that periodic contact with 
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interns during their internships by program personnel and exit interviews at the 
conclusion of the internships have become an integral part of the SABIT program. 

With reference to a follow-up system for SABIT, Commerce stated that since the 
program began the intent has been to establish a "SABIT Alumni Network" once the 
program was far enough along that interns were returning to their home countries. 
The Network would serve several purposes including follow-up on returned interns. 
Because the audit was done early in the program, Commerce said that the Network 
had not yet established. According to Commerce, plans for the Network have been 
finalized and the first meeting of the Network has been scheduled. In addition, 
Commerce said that a directory of interns-providing names, addresses, and 
telephone numbers-has been prepared so that interns can contact one another. 

Commerce stated that the audit was conducted so early in the program that a 
sufficiently representative pool of interns was not available. At the time of the audit 
in May 1993, 26 interns had completed internshirs and returned to the NIS. 
According to Commerce, three months later, 75 interi,: had returned. 

We acknowledge Commerce's comments and actions being taken to improve the 
monitoring and follow-up of program interns. We also agree that the audit was 
conducted rather early in the program, however, it was planned that way in order to 
identify progress and problems which could be corrected early in the program's life. 
Regarding the sample size used in our audit, we believe that a sample of 14 of 26 
returned interns is more than sufficient to provide a basis for our conclusions. In our 
view, we have provided Commerce a start in their monitoring and follow-up of 
SABIT interns. 

Manaement Comments and Our Evaluation 

In responding to a draft of this report, the NIS Task Force stated that it is in 
agreement with the general thrust of the recommendations contained in the report, 
i.e., the SABIT program could benefit from better benchmarking and oversight. 
However, the Task Force maintains it is limited by the Freedom Support Act, the 
authorizing legislation for the NIS program, and staffing from taking a more proactive 
role to "ensure" the implementation of the recommendation proposed in this report. 

For example, the Task Force cited section 102 (d) of the Freedom Support Act 
entitled, "Accountability For Funds", which states: 
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Any Agency managing and implementing an assistance program for the 
independent states of the former Soviet Union shall be accountable for 
any funds made available to it for such programs. 

According to the Task Force, based on the above legislative language, the 
Department of Commerce, not A.I.D., has the authority and responsibility to 
implement the recommendations made in this report. 

The Task Force noted that in developing its standard format for interagency 
agreements it was careful to ensure that the terms of the agreements were consistent 
with the Freedom Support Act and that responsibility for implementation was clearly 
defined. The Task Force further noted that A.I.D. staffed the Task Force at levels 
consistent with the limited management and accountability role as defined under the 
Freedom Support Act. Consequently, according to the Task Force, it is not in the 
position, based on current law or staffing levels, to expand its management and 
accountability responsibilities beyond where they currently rest. 

The Task Force stated that its approach to interagency agreements was consistent 
with congressional intent and was good management. Also, until it receives additional 
guidance from the Agency, and staff needed to implement any increased 
responsibilities, it must continue to manage interagency agreements as discussed 
above. The Task Force suggested that we direct the recommendations to the Office 
of the Coordinator, within the Department of State, and to the Department of 
Commerce. The Task Force agreed, however, to provide the necessary follow-up 
with the Department of Commerce to elicit appropriate responses to the 
recommendations. 

We cannot agree with the NIS Task Force's position suggesting that we redirect our 
recommendations to the Office of the Coordinator, within the Department of State, 
and to the Department of Commerce. We believe that as a signatory to the 
I'teragency agreement, the Task Force has a fundamental responsibility for ensuring 
th: effective use of funds appropriated to the Agency even after those funds are 
transferred to other U.S. Government agencies. The Task Force's offer to act as a 
channel of communication for responses to the audit recommendations with the 
Department of Commerce and our office simply does not go far enough to ensure 
that corrective action is taken. 

The Task Force's assertion that their approach to interagency agreements was 
consistent with congressional intent and represented good management is also not 
entirely supported. First, with regard to congressional intent, our February 1993 
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report on A.I.D.'s oversight role for interagency agreements concluded that there was 
less than complete acceptance, at least by key congressional staffers, that the NIS 
Task Force would have little or no responsibility for A.I.D. appropriated funds once 
they had been transferred to other U.S. Government agencies. 

Second, and perhaps more important, we do not consider it good Agency 
management to have the NIS Task Force and the Bureau for Europe assume 
differing roles in monitoring and providing oversight for interagency agreements. The 
Bureau for Europe, responding in part to its 1993 Appropriation Act language, has 
accepted more responsibility for ensuring that programs carried out by other U.S. 
Government agencies with A.I.D. funding are effectively implemented. One specific 
procedure being used is requiring other agencies to prepare country-specific 
workplans containing specific objectives and progress indicators for the programs 
being implemented. Thus, we have the current situation where the Department of 
Commerce, which has interagency agreements with both the NIS Task Force and the 
Bureau for Europe, being faced with different requirements. This simply does not 
make good sense, nor good management. 

In summary, this report continues to direct the recommendations to the NIS Task 
Force, not to the Department of State or the Department of Commerce. We 
consider the recommendations unresolved and, unless appropriate action is taken, we 
will consider forwarding the recommendations to the Deputy Administrator for 
resolution in accordance with Agency ard Office of Inspector General guidelines. 
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APPENDIX I 

Page 1 of 2 

SCOPE AND 

METHODOLOGY 

We audited the Special American Business Internship Training Program (SABIT). 
The program is implemented by the U.S. Department of Commerce's International 
Trade Administration, Office of Eastern Europe, Russia, and Independent States 
under an interagency agreement with A.I.D. The audit was conducted in accordance 
with generally accepted government auditing standards. The scope of the audit 
included $2 million transferred to Commerce by A.I.D. under an interagency 
agreement to support SABIT. The purpose of the audit was to determine how the 
funds were being used and what results were being made in achieving the program 
purposes. The audit was conducted between March and August 1993. 

The audit sought to determine: (1) how funds transferred to Commerce for the 
SABIT program were being used; (2) whether specific goals and objectives and 
progress indicators had been established for the program; and (3) whether training 
provided by the program could be used by interns when they returned home. Audit 
work was conducted in Washington, D.C.; Moscow, Russia; and Kiev, Ukraine. The 
work consisted of: 

" 	 reviewing SABIT program documents in Washington and in the field; 

* 	 interviewing SABIT program personnel in Washington and Moscow; 

* 	 contacting Commerce Attaches in Moscow and Kiev; and 

" 	 interviewing USAID/Moscow and USAID/Kiev officials concerning the 
USAID Missions' roles in the SABIT program. 

We also interviewed a judgmentally selected sample of 14 SABIT interns who had 
completed internships in the United States and returned to Moscow. The 14 
interviewees were selected from 26 interns who had completed imerns and returned 
to the New Independent States at the time of our field visit in May 1993. The 
purpose for the interviews was to obtain comments concerning the quality and 
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appropriateness of training the interns received, benefits derived from the internships, 
and problems the interns may have encountered. Interviews with six of the 14 interns 
in our judgmental sample were conducted through an interpreter. We also contacted 
a U.S. participating firm which sponsored internships to discuss the types of training 
provided and follow up on comments by interviewees. 

We asserted criteria for the first problem area discussed in the audit report because 
specific criteria did not exist. The problem area discusses our inability to measure 
results of the program in achieving its overall objectives because specific objectives 
and progress indicators had not been established. The interagency agreement 
between A.I.D. and Commerce did not require these elements. However, we believe 
that they are critical to the success of any assistance program. Without specific 
objectives and progress indicators, program managers cannot monitor activities, assess 
progress, demonstrate results, and measure impact. 
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U.S.AcGEc FOR 

INTERNAIONAL 

Dirctior 
Task Force 

for Lh New 
Indcpcndcnu States 

MEMORANDUM
 

TO: RIG/A/BONN, John P. Competello 

FROM: Malcolm ButlertW 

SUBJECT: Comments on Proposed Draft Audit Reports of the 
Department of Commerce Interagency Agreements 
(SABIT/CABNIS) 

The New Independent States Task Force (NIS/TF) appreciates
 
having the opportunity to comment on the draft audit reports
 
covering the SABIT and CABNIS programs which are being
 
implemented under inter-agency agreements between A.I.D. and the
 

The Task Force is in agreement with the
Department of Commerce. 

general thrust of the recommendations contained in the reports,
 

i.e. the SABIT and CABNIS programs could benefit from better
 
benchmarking and oversight. However, we are limited by the
 
FREEDOM Support Act (FSA) and staffing limitations from taking a
 

more proactive role in order to "ensure" the implementation of
 

the recommendations as currently proposed in the draft reports.
 

Section 102 (d) of the FSA entitled, "Accountability For
 
Funds" states any agency managing and implementing an'assistance
 
program for NIS countries "shall be accountable for any funds
 
made available to it for such program." A.I.D. has made
 
available funds to the Department of Commerce for these programs,
 
and Commerce is the "managing and implementing" agency within the
 

meaning of Section 102 (d) and is accordingly accountable for its
 
management of the programs in question. Put simply, the
 
Department of Commerce, not AID, under the FSA has the authority
 

and responsibility to implement the recommendations made by the
 
AID/IG.
 

320 Twm- -FIRg STER. N)W.. WAsHwcToN. D.C. 20523 
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In developing our standard format for interagency
 
agreements (IAA's), we were careful to ensure that the terms of
 
the agreements were consistent with the FSA legislation and that
 
responsibility for implementation was clearly defined. A.I.D.
 
has staffed the Task Force at levels consistent with the limited
 
management and accountability role as defined under the FSA.
 
Consequently, the Task Force is not in the position based on
 
current law or staffing levels to expand its management and
 
accountability responsibilities beyond where they currently rest.
 

Apart from the issues surrounding accountability and
 
management responsibilities, there were a few items, which we
 

noted during our review, which should be reflected in the final
 

audit reports. For the most part, these items pertain to both
 
audits:
 

1) On page 1, paragraph 1 of the Background section, both
 
reports cite September 30, 1992 figures for the amounts
 

As of July 31,
transferred to other government agencies. 

our records indicate we had obligated or transferred
1993, 


approximately $177.2 million to 11 U.S. Government agencies,
 
representing 26% of NIS funds.
 

2) In both reports on page 1, paragraph 3 of the Background
 
section, you state that "the agreement does not delineate
 
the specific roles and responsibilities of the Department of
 

Commerce or the NIS Task Force for program implementation,
 
monitoring, or evaluation." The statement is inaccurate.
 
We have clearly indicated in our Interagency Agreement
 
Standard Provisions, consistent with the provisions of the
 
FREEDOM Support Act, that the recipient agency is fully
 
accountable for all funds made available to it which
 
includes complete responsibility for implementation,
 
monitoring and evaluation. We buttress this point in
 
Section F (Implementation and Monitoring) of our Interagqncy
 
Agreement Standard Provisions by stating "overall Program
 
supervision shall be the responsibility.of the recipient
 
agency."
 

3) Appendix I of the SABIT discussion paper states that
 
there was an "inability to measure results of the program in
 
achieving its overall cbjectives because specific objectives
 
and progress indicators had not been established. The
 
interagency agreement between A.I.D. and Commerce does not
 
require these elements." We agree that the Department of
 
Commerce should establish specific objectives and progress
 
indicators. However, they do not belong in the interagency.
 
agreement as you recommend; rather, the Department of
 
Commerce should establish means to monitor its own
 
performance and for preparing the quarterly progress report
 
to the NIS Task Force required by the Agreement, the purpose
 
of which is to "report progress made in each of the major
 
activities financed under the Agreement, identify
 
implementation problems and propose corrective actions
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necessary for the successful completion of the program."
 

We believe our approach is not only consistent with
 
congressional intent but also represents sound management. We
 
are however, aware that there are Agency-wide policy issues
 
concerning AID's responsibilities in monitoring IAA's; and in
 
advising Agency management of the arrangements included in our
 
IAA's, we have pointed this out. Until and unless we receive
 
additional guidance from the Agency, and staff needed to
 
implement any increased responsibilities, we must continue to
 
manage IAA's as discussed in this response.
 

In closing, we ask that the final audit reports on the SABIT
 
and CABNIS programs respect the clear lines of accountability
 
established by the FREEDOM Support Act, and direct the
 
recommendations to the-Office of the Coordinator, within the
 
Department of State, and the Department of Commerce. NIS/TF will
 
provide the necessary follow-up with the Department of Commerce
 
to elicit appropriate responses to the recommendations and to
 
communicate them to the appropriate officials in the Office of
 
the Coordinator as well as the AID/IG.
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SEP 1993 

MEMORANDUM FOR: 	 Frank DeGeorge
 

Inspector General
 

FROM: 	 Timothy J. Hauser, Acting
 

SUBJECT: 	 Draft Report: Audit of Special American
 
Business Internship Training Program Implemented
 
by the Department of Commerce Under an
 
Interagency Agreement with A.I.D.'s NIS Task
 
Force
 

The draft report referenced above on the audit by the A.I.D.
 
Regional Inspector General in Bonn (IG) has been reviewed.
 
Attached are comments on the recommendations made by the A.I.D.
 
IG.
 

We appreciate the opportunity to have our views included in the
 
final report.
 

Attachment
 

ae 
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RESPONSE TO RECOMMENDATIONS
 
IN THE DRAFT REPORT ON
 

THE AUDIT OF THE
 
SPECIAL AMERICAN BUSINESS INTERNSHIP TRAINING PROGRAM
 

(SABIT)
 
IMPLEMENTED BY THE DEPARTMENT OF COMMERCE UNDER
 

AN INTERAGENCY AGREEMENT WITH A.I.D.'S NIS TASK FORCE
 

GENERAL COMMENT
 

We welcome the opportunity to comment on the A.I.D. Inspector
 
General's draft audit report on the SABIT program. Commerce has
 
been implementing the SABIT program in accordance with the
 
Interagency Agreement (IAA) with A.I.D. and will continue to do
so. Some of the points made by the IG represent a change in the
 
parameters of the program as agreed in the IAA between Commerce
 
and A.I.D.
 

The following comments address each of the Inspector General's
 
(IG) recommendations:
 

RECOMMENDATIONS FROM PAGES 3-8
 

Note: The recommendations are all addressed to the Director, New
 
Independent States Task Forc , A.I.D. The responses below should
 
be read and considered as Commerce responses only. We believe
 
that the IAA gives Commerce the management responsibility for the
 
program. The actions described below will be undertaken by ITA
 
and reported to the Task Force as stipulated by the IAA. We
 
understand that the Director of the New Independent States Task
 
Force is responding separately. We look forward to coordinating
 
with our valued colleagues on the NIS task force in implementing
 
the plans noted below.
 

RECOMMENDATION #1
 

"We recommend that the Director, New Independent States Task
 
Force ensure the Department of Commerce's International Trade
 
Administration develops a work plan for the Special American
 
Business Internship Training Program that includes specific
 
objectives and progress indicators (targets and timeframes) that
 
will enable the progress and results of the program to be
 
measured and evaluated."
 

ITA Comments
 

ITA believes that the objectives of the SABIT program as defined
 
by the IAA are both appropriate and sufficiently specific,
 
including targets and timeframes. The objectives as outlined in
 
the IAA, together with the required quarterly fiscal and progress
 
reports, should permit the program to be monitored and evaluated.
 
ITA has made every effort to fulfill its contractual agreement
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with A.I.D. and believes that it has been successful in doing so.
 
Although a formal evaluation process was not part of ITA's IAA
 
with A.I.D., we have agreed to perform one.
 

The objectives of SABIT were articulated in the first paragraph
 
of the Annex to the IAA:
 

"Purpose of Program: The SABIT program is designed to: 1)

assist economic restructuring of the new independent states
 
(NIS) of the former Soviet Union; and 2) encourage peaceful

transition of former Soviet science to the post-Cold War
 
era. . . . SABIT places business managers and scientists in 
three-to-six month internships in U.S. firms, giving them 
first-hand exposure to a market economy . . . Commerce 
disburses funding under a competitive application process to-
U.S. companies to partially defray their costs of hosting
 
interns . . . SABIT assists economic restructuring of the 
NIS by exposing industrial leaders to American ways of 
innovation and management in such areas as strategic
planning, financing, production, etc. ...exposing business 
managers...to a completely new way of thinking in which
 
demand, consumer satisfaction, and profits drive
 
production...Similarly, SABIT for scientists places
 
scientists from Russia, Ukraine and other new independent
 
states in three-to-six month internships with American
 
companies, research organizations, and laboratories. The
 
goal is twofold: provide opportunities for gifted defense
 
scientists to apply their skills to peaceful research and
 
development in areas such as defense conversion,
 
pharmaceutical and other medical research, and energy, and
 
expose them to the role of scientific research in a market
 
economy where applicability of research relates to success
 
of the firm."
 

These objectives respond to a need identified during extensive
 
consultations conducted by the Department of Commerce with key

U.S. trade associations and close to 100 companies active in the
 
NIS. The concluding report noted: "Severe as the physical and
 
legal infrastructure shortcomings were seen as being, some of the
 
most frequently cited problems raised by U.S. firms concerned the
 
almost total lack of know-how about market economics; the role of
 
profits, business procedures, accounting, business ethics, and
 
other aspects necessary for a positive business environment. A
 
frequent statement was: 'They may use the same language we do, 
but they really don't understand. . . . Quite a number of 
companies indicated that training in business was desperately 
needed."
 

The IG draft report states on page 3, "All interns we interviewed
 
who had completed their internships and returned to the NIS spoke

favorably of their experiences. These participants said that the
 
internships exposed them to U.S. business practices and promoted

understanding between Americans and citizens of the NIS." Given
 
that this means that the program purpose, as excerpted above from
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the IAA, was indeed met, we are puzzled as to the basis for the
 
next statement: "These positive comments by the returned
 
participants notwithstanding, we were unable to determine results
 
of the program in achieving its purposes."
 

Page 3 of the IG's draft report states that ITA's interagency
 
agreement with A.I.D. (the Standard Form for which was provided
 
ITA by A.I.D.) did not include benchmarks or specific progress
 
indicators to measure results. We believe such benchmarks are
 
indeed set by the IAA inasmuch as it specifies both a timefraae
 
and a specific number of internships which are to be arranged and
 
completed under the IAA. In addition, the IAA states Commerce's
 
obligations: To recruit qualified managers and scientists; to
 
market the program to U.S. firms; to announce the Request for
 
Applications, with a statement of what information applicants

should submit to request funding; and to determine which
 
applications should be considered.
 

Commerce has met all of these objectives. Commerce has had a
 
workplan designed to meet these objectives from the beginning of
 
the program, and has reported quarterly to A.I.D. on its
 
progress. Not all of the elements of the workplan had had the
 
opportunity to be implemented by the time of the audit, since the
 
audit was conducted early in the program's implementation phase.
 

A formal evaluation process was never a part of the IAA. Well
 
into the aCministration of the program, A.I.D asked that one be
 
conducted. ITA is willing to do this, although we recognize that
 
it amounts to a change in our contractual agreement with A.I.D.
 
ITA has requested from A.I.D. examples of evaluations performed
 
on similar programs to be used as a guide in performing the
 
evaluation. However, as outlined above, we disagree that the IAA
 
does not delineate specific responsibilities for the program
 
against which it should be evaluated. ITA would be pleased to
 
review its workplan for program implementation with the NIS Task
 
Force. As the NIS assistance effort moves forward and new USG
 
management approaches are developed, SABIT will be pleased to
 
work with the NIS Task Force in the implementation of management
 
methods.
 

RECOMMENDATION No. 2
 

"We recommend that the Director, NIS Task Force ensure that the
 
Department of Commerce's International Trade Administration
 
establishes procedures to (a) allow interns to have input into
 
developing their training plans and (b) require program managers
 
to contact interns during internships and conduct exit interviews
 
after internships are completed."
 

ITA Comments
 

(a) We agree that intern input into the development of their
 
training plans is desirable, within practical limits, and are
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taking steps to build such input into the training process.
 

While such input will be valuable to both the interns and the
 
host companies, it should be borne in mind that the training
 
plans are prepared by participating firms and are submitted to
 
ITA as part of their applications in a formal grant application
 
process. The quality and appropriateness of an applicant's
 
proposed "workplan", i.e. training program, are critical
 
components of ITA's decision whether or not to fund an
 
application. The workplan is the applicant company's commitment
 
as to what it is able and willing to provide, and reflects the
 
private sector's expertise in training industrial managers. The
 
letters of invitation from the sponsoring companies to the
 
interns contain information on the training plan; thus, the
 
interns accept the basics of the training plan when they accept 
the letter of invitation.
 

We also note that NIS managers whose only experience was the
 
Soviet economy are likely to have only a sketchy idea of what
 
sort of training they need in order to operate in a mark-c
 
economy -- which they have never experienced at either the
 
professional or personal level. Many NIS managers are shocked to
 
discover how much "nitty gritty" is involved in Western
 
management techniques. They come from a society where managers
 
sat behind desks and signed papers to and from the central
 
planners in Moscow. Contrast this with Western management

techniques, which require that the manager of a plant be down on
 
the shop floor pointing out problems and inefficiencies, and that
 
he or she know the technical, hands-on side well enough to
 
recognize the problems.
 

From SABIT's discussions with companies and interns, we know that
 
even now discussion and modification of the training plans occur
 
after the interns arrive. Once the intern arrives in the
 
American company and his or her capabilities, needs and interests
 
are brought more into focus through in-depth discussions with the
 
host "trainers", plans frequently are adjusted.
 

To make intern input into the training program an expected
 
feature of the SABIT process, SABIT will include in its
 
guidelines for companies and interns the provision that
 
"trainers" and "trainees" have meetings during the first week of
 
the internship, and once a month during the internship,
 
specifically for the purpose of reviewing the training plan,
 
noting progress and problems, and making any necessary
 
adjustments. We will ask companies and interns to refer to the
 
SABIT office any problems with the training program that they
 
cannot resolve.
 

(b) Periodic contact with interns during their internships and
 
exit interviews at the conclusion of the internships have become
 
an integral part of the SABIT work plan.
 

SABIT has begun to conduct exit interviews with interns. SABIT
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routinely calls interns the day they arrive at the host company.

In addition, the director of the program is now sending a letter
 
of welcome to the intern which awaits his or her arrival at the
 
host firm. The letter gives the intern the director's telephone

number, and the name and telephone number of the SABIT program

officer who is the liaison between the company and intern and
 
SABIT. The letter stresses that the intern should call either of
 
these individuals at any point during the internship if there is
 
a problem. The program officers are also calling the interns and
 
sponsoring firms several times throughout the course of the
 
internships.
 

SABIT has made six site visits to companies that have sponsored

multiple interns; four of these visits were made after the IG's
 
RAF was written. At each site they met with both interns and
 
company sponsors. SABIT program officers have visited ADE
 
Corporation in Newton, Massachusetts; Aquila Technologies in
 
Albuquerque, New Mexico; Battelle Laboratories in Richland,

Washington; Christensen Boyles Corporation in Salt Lake City,

Utah; Paul, Hastings, Janofsky, & Walker in Washington, D.C., and
 
World Travel, Inc. of Washington, D.C. In addition, interns and
 
company trainers from the following sponsoring firms have visited
 
SABIT and met with SABIT and other Commerce officials: Battelle;
 
Paul, Hastings, Janofsky, & Walker; R.S. Means Company Inc.,
 
Kingston, Massachusetts; and Sundstrand Corporation, Rockford,
 
Illinois. We expect a visit the week after this writing from
 
Northern Instruments Corporation of Beachwood, Ohio and their
 
intern, and from Christensen Boyles and their four interns.
 

Numerous interns have visited the SAOIT Coordinator at the U.S.
 
Embassy in Moscow upon their return to report on their internship

and express their thanks for the experience.
 

RECOMMENDATION No. 3
 

"We recommend that the Director, NIS Task Force ensure that the
 
Department of Commerce's International Trade Administration
 
develops a follow-up system for interns to determine whether they
 
are applying the training they received."
 

ITA Comments
 

It has been SABIT's intention all along to establish a "SABIT
 
Alumni Network" once the program was far enough along that
 
interns were returning to their home countries. The SABIT Alumni
 
Network is designed for several purposes, including allowing us
 
to follow-up with interns after their return. Because the IG
 
audit was done early in the program, the SABIT Alumni Network had
 
not yet been established.
 

SABIT is planning the first meeting of the Network in Moscow for
 
November 10. We also plan a reception, possibly hosted by the
 
Ambassador, for that evening in honor of the interns. Members of
 

jt 
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the American business community, Embassy staff, and A.I.D.
 
mission will also be invited.
 

In addition to affording SABIT the opportunity to follow up with
 
the interns, the Alumni Network will allow the interns to call on
 
each other for insight and support as they seek to implement
 
their SABIT training in their NIS organizations. SABIT staff has
 
produced a directory of the interns' names, addresses, and
 
telephone numbers in the NIS. This directory will be given to
 
the interns and regularly updated, so that they can maintain
 
contact with one another.
 

In the first meeting of the Alumni Network, which the SABIT
 
Director will travel to Moscow to convene, the interns will be
 
urged to elect officers from amongst their ranks, and to hold
 
monthly meetings.
 

SABIT will make every effort to determine whether the interns are
 
applying the training they received. However, the interns'
 
opportunities to apply their training will obviously be affected
 
by factors beyond our or their control, including economic and
 
political conditions in the NIS. Moreover, the experience gained

through SABIT internships carries no expiration date and will be
 
available to be drawn upon throuqhcut the remainder of the
 
alumni's careers.
 

Other Comments
 

Although no specific recommendations were made on the following

items, ITA wishes to clarify several subjects mentioned in the
 
IG's draft report.
 

Rate of Spending
 

Page 3 of the draft report notes that as of April 20, 1993, ITA
 
had spent only about $195,000 out of $2 million on the program.
 
However, as of that date, SABIT had obligated approximately
 
$1.5 million in awards funds. Because SABIT is a reimbursable
 
program, payment for airline tickets is not made until the
 
company has purchased the ticket and sent in the request for
 
reimbursement, which many do not do until the internship is over.
 
Payment for per diem is not made until the internship is over AND
 
the company has submitted a report on the internship.
 

These controls were put in place by ITA to maximize financial and
 
programmauic accountability. We understood from the IG auditors
 
that they appreciated and approved of these controls. The fact
 
they cause a lag in spending should not be viewed negatively.
 

Targeting of Program
 

Page 4 of the draft report states that business sectors targeted
 
by SABIT were unclear. This issue was raised in the RAF, and we
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noted in our July 15 response to the RAF that the current round
 
of funding targets ten specific business sectors. We also noted
 
that because no government program of this type for the NIS had
 
ever been attempted before SABIT, the level of interest in the
 
U.S. business community in supporting SABIT was unknown at the
 
time the program was started. Therefore, we did not want to
 
exclude sectors at the start of the program. Since the program
 
has been extremely well-received by the U.S. business community,
 
it was appropriate to target sectors for the new round of
 
funding, which we have done.
 

English Language Requirement
 

While the vast majority of SABIT interns do speak English,
 
SABIT has placed interns who are not proficient in English in the
case of firms that are aware of this fact and willing and able to
 
deal with it, i.e. they can provide a translator for the intern.
 
A number of A.I.D. and other Embassy officers in the field have
 
asked SABIT to find places for non-English speakers, making the
 
point that in some cases, this will be necessary to place anyone
 
at all from outside major population centers. An English
 
language requirement has been cited as a particular problem for
 
interns from Central Asia. A.I.D. has asked SABIT to focus on
 
diversifying its pool of interns to include more interns from
 
non-Russian NIS countries, particularly Central Asia; and interns
 
from the more remote areas of Russia. These are areas where it
 
is far more di ficult to find English-speakers than in Moscow and
 
St. Petersbur9. Thus, SABIT is tasked by A.T.D. with competing
 
goals. We feel that the benefit to an intern of experiencing the
 
training through a translator outweighs the difficulties
 
-experienced in social and non-training related situations.
 

Statistical Sample
 

As noted on page 9 of the IG's draft report, ITA and the A.I.D.
 
IG have a difference of opinion as to the usefulness of drawing
 
conclusions from interviews with 14 of the 26 interns who had
 
returned at the time of the audit. One of the IG's major points,
 
i.e. that interns should have more input into their training
 
programs, is derived from interviews with four interns who
 
trained with the same company. These four represent 29 percent
 
of the entire universe of interns interviewed by the audit team.
 
Our conversations with the company involved yielded a very
 
different perception of the usefulness of the training than that
 
given the audit team by those four interns.
 

Our objection is not that of the 26 interns that had returned at
 
the time of the audit only 14 were interviewed, but that the
 
audit was conducted so early that a sufficient representative
 
pool of returned interns was not yet available. The interviews
 
in Moscow were conducted in May 1993, at which time only 26
 
interns had completed their internships and returned to the NIS.
 
Three months later, 75 interns had returned.
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