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United States
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The Honorable Thomas K. Turnage
Administrator of Veterans Affairs

Dear General Turnage:

In letters dated January 14 and May 2, 1986, the Chairman, House Com-
mittee on Small Business, requested that we review 13 agencies to deter-
mine their compliance with Section 15(k) of the Small Business Act. In
subsequent discussions, the Chairman’s office defined the primary con-
cern as the agencies’ comphance with Section 15(k)(3), which describes
the required reporting level for each agency’s Director, Office of Small
and Disadvantaged Business Utilization (0spBU). The Veterans Adminis-
tration (vA) was one of the agencies selected.

To determine if VA was in compliance with the Small Business Act, Sec-
tion 15(k)3), we interviewed vA’s Director, 0SDBU, and officials in the
Office of Program Analysis and Evaluation, and vA’'s General Counsel’s
Office. We also reviewed organizational charts, a description of the
Director’s responsibilities, and management instructions concerning the
establishment of 0SDBU, 1ts mission, reporting level, and current opera-
tions. To determine the required reporting relationship for the Director
we also reviewed the Small Business Act and its legislative history. We
did not evaluate the effectiveness of VA’s 0SDBU programs. Our work was
performed from March through October 1986 at va’s Washington, D.C.,
headquarters and was done in accordance with generally accepted gov-
ernment auditing standards.

The Director, OSDBU, Must
Report to the Agency Head
or Deputy
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The Small Business Act requires each federal agency with procurement
powers to establish an 0SDBU and requires that the agency head appoint
a Director for this office. Section 15(k)3) requires that the Director
shall be responsible only to and report directly to the agency head or
deputy. Other provisions of the act describe the Director’s duties and
responsibilities.

The legislative history of Section 15(Kk) of the Small Business Act shows
that Congress intended to mandate a direct reporting relationship
between the Director of Small and Disadvantaged Business Utilization
and the agency head or deputy. A 1978 report by the Senate Select Com-
mittee on Small Business noted that officials who were responsible for
advocating small business participation in federal procurements often
did not hold high enough positions in the agency to be effective.
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The purpose of Section 156(k)(3) is to provide the Director immediate
access to the agency’s top policymakers and thus maximize the
Director’s effectiveness as an advocate of small and disadvantaged
businesses.

The VA Is Now in

Compliance With the Law
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VA's 0SDBU was established on November 4, 1982. The Associate Deputy
Administrator for Logistics was designated as the agency’s Director,
0SDBU, reporting to the Deputy Administrator, the second highest agency
official. However, on May 12, 1986, in an internal reorganization, the
Administrator created a new position of Chief of Staff and directed the
Associate Deputy Administrator to report to this official. Therefore, we
concluded that because the Director, 0SDBU, was not responsible only to
and did not report directly to the Administrator or Deputy Adminis-
trator of va, the Director’s reporting level was not in compliance with
the Small Business Act, Section 15(k)3). We then informed VA of our
conclusion and proposed that the Director’s reporting relationship be
changed to conform with the requirements of the act.

Agénc

y Comments

In his February 11, 1987, reply to a draft of our report, (see app. I) VA’s
Administrator notified us that his December 22, 1986, directive had offi-
cially changed the Director’s reporting level. This document notes that
the Director will be reporting to the Deputy Administrator on 0SDBU
matters. The Deputy will also provide input for the Director’s annual
performance rating concerning 0SDBU matters. The Director confirmed
that these changes have taken place. Therefore, VA is now in compliance
with the Small Business Act, Section 15(k)(3).

As arranged with the Chairman’s office, we are sending copies of this
report to the Chairman, House Committee on Small Business; the
Director, Office of Management and Budget; and other interested parties
upon request.

Sincerely yours,

Richard L. Fogel
Assistant Comptroller General
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Appendix |

Comments From the Veterans Administration

WA

Office of the
Administrator
of Veterans Affairs

Washington DC 20420

Veterans
Ac ministration

In Reply Refer To

»

Ar. Richard L. topel
Assistant Comptroller General
thaman Kesources Division

0.5, General Accounting Of fice
Wusvington, DC 20543

Pedar v, logel:

Tas  wesponds Lo your i2quest  that the Veterans Administrition (VA)
FeViCW anu comment on the  Gensral  Accounting Office (GAO)  January 21,
(987 dratt report  SHALL  BUSINESS ACT:  VA's Disadvantaged Business
Advocat s woes Not Repocl Lo tae Proper .lanagement Level. The VA was 1| of

15 “ageacies  wiose compliance with Section I5{k]) of the Small Business Act
was reveewedl, The GAO  determined this Agency wds not  in  compliance
pecadse tae VA's  iroctor ol the OfFfice of Small and Disadvantaged
Busiiess Uttlization (OSDBU) did not report directly to me or uy deputy,

closed is 1 copy of wy becember 22, 1986 memorandim, stipulating  that
cltective  rmmediately, the Director, O0SDBU snould report to the Deputy
Admpiisteator.  That directive implemented your recommendation.

Swicerely,

e

DOMAS K. TURNAGE
Admiatstreator

Eng tosure

“America 1s #1-—Thanks to our Veterans'’
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Appendix I
Comments From the Veterans Administration

(014502)

Suby

To

W

I'nclosure

Veterans

Administration M e m 0 ra n d u m |
LES22CE5

Aéministrater (00)

Acproval of Recammencaticn for VA's Cffice of Small and Disadvantaged Busiress
Utilizaticn
Associate Deguty Acministrater for Leogistics (005)

1. I have reviewed the recomerdations contained in the Cffice cf Small and
Disacdvantaged Business Utilization study campleted by the Cffice of Program
Analvsis and Evaluaticn. I have made a final decisicn cconeerning yeur role and
reporting functicn as the Cirector of OSCBU.

2. Ycu are to begin repcrting as of this date to the Deputy Xministrater en
CSTBU matters cnly. Please prepare a comprehernsive briefing for the Deruty
Mministrator on all aspects of the CSTBU organizaticn and functicns as socn as
pcssible. The report provides same detail suggesting the nature of the new!
repcrting relaticnship which can be used as a guide in determuning these
activities arprcrriate for the Deputy Administrater's direct invelverent. Tre
frecuency of remcriing is to De determined by you and the Deputy Acministrater.
In additicn, the leputy Administrator will provide the necessary input fer your
pericrmarce rating concerning CSCEU matters to the Chief of sStaff,

3. ~his will place the VA in clear campliance witn legal reguirements
geverning the CSCEU.

Attachment
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Requests for copies of GAO reports should be sent to:
U.S. General Accounting Office

Post Office Box 6015

Gaithersburg, Maryland 20877

Telephone 202-275-6241

The first five copies of each report are free. Additional copies are
$2.00 each.

There is a 25% discount on orders for 100 or more copies mailed to a
single address.

Orders must be prepaid by cash or by check or money order made out to
the Superintendent of Documents.
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