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We appreciate the Commercial Service’s concurrence with nearly all of our recommendations
and the concrete steps taken thus far to implement the recommendations. Please provide an
action plan addressing the open or unresolved recommendations within 60 calendar days.
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EXECUTIVE SUMMARY

Turkey, situated between Europe and Ada, isacrucid U.S. srategic dly in part because it borders
Irag, Iran, and Syria. Bilatera trade between the U.S. and Turkey reached $6.1 billion in 2001, down
9 percent from an dl-time high in 2000. Top U.S. exportsto Turkey include commerciad and military
arcraft, machinery, cotton, tobacco, medica equipment, and organic chemicas. The only Mudim
country in the North Atlantic Treaty Organization, Turkey is aso actively seeking membership in the
European Union.

Turkey has experienced severe economic and political problemsin recent years. A serious banking
crigs, in November 2000, aong with other economic and politica disturbances, shook currency
markets and led foreign investors to pull some $5.0 billion out of Turkish banks. Internationa Monetary
Fund loans have helped to stabilize the economy and, as a condition of the loans, economic reforms are
continuing. The problems with the economy aso contributed to the partia collapse of the government
earlier this year, and early eections were held on November 3, 2002.

Despite politica and economic uncertainties, there are indications that Turkey’s economy is recovering
better than expected. Economists have revised economic growth forecasts from three to four percent
for 2002. In addition, the Turkish stock market has responded very favorably to the eection results.

The Commercial Service (CS) hasits 21 largest post operation in Turkey, with a budget of $1.34
million infisca year 2002. At the time of our review, the post employed three American officersand 11
Foreign Service Nationals (FSNs). CS Turkey has officesin Ankara (the capital), Istanbul, and 1zmir.
The post has arich and diverse portfolio of programs, including one of the most active advocacy
programs in the Commercia Serviceto assst U.S. firmsin competition for large projects. In addition,
CS Turkey supports afull trade events program to assist smal to medium-szed firms. The postisaso
the lead coordinator on the energy sector for “ Showcase Europe” and has Armenia and Turkmenistan
as condtituent posts. We conducted our on-site ingpection of the post between September 16 and 26,
2002.

Wefound that CS Turkey isapogt in trangtion. The new Senior Commercid Officer (SCO) arrived in
Ankarain August 2002, and anew Principal Commercia Officer (PCO) arrived in Istanbul in February
2002. Current economic conditions will require the post to reassessiits strategy to better capture export
successes. The post will also be challenged by its need to improve its performance results and standing
in the Commercid Service' s cost-benefit modd that reflects agency investmentsin Turkey. We bdieve
that CS Turkey’ s future success will depend on strong management and administration of the post, both
by the SCO in Ankara and by the Commercid Service' s Office of Internationa Operations (OIO) in
Washington. Our specific findings are asfollows:
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Management of the Post Needsto be Strengthened. Our review found that CS Turkey isapost of
great contrast. While the post was highly praised by members of the diplomatic misson in Turkey, saff
from other ITA offices, and most of its clients for being responsive and results- oriented, we found
numerous problems that hampered post operations, including some untimely and inadequate products and
services, inaccurate performance reporting of export successes, and the inappropriate use of government
funds dlocated for officia entertainment. 1n addition, we found that oversight of the post by OIO needs
improvement. Specifically, when OlO managers or saff visit apost in an oversight role, they should
prepare trip reports highlighting what was discussed with the officers and FSN's, which post operations
were reviewed, and any issues or concerns that need attention. Matters requiring follow-up action by the
post and/or headquarters should be tracked until completion. Such oversight was not provided by OlO in
the past few years.

Other issues needing attention include FSN performance appraisas, which were not prepared in atimely
manner, and resulted in delays in within-grade increases by up to ayear for some FSN staff. Further, the
adminigrative assstants in Ankara and Istanbul need job descriptions that accurately reflect the scope and
breadth of the work they actudly do. Also, given the post’s location, security is a serious concern. We
have particular concerns about a plan set forth by the State Department to improve security in Ankara.
Findly, security upgrades may be needed in Izmir (see page 7).

CSTurkey IsMeeting the Needs of Most Customers, but I mprovements Are Needed. Many of
the clients we spoke with during our ingpection were pleased with the podt’s efforts to support U.S. trade
and businessinterestsin Turkey. However, upon closer ingpection of the post’s products and services,
we found severd issues of concern. Specifically, some services and market research products did not
mest the guiddines provided in the Commercial Service Operations Manual. We aso found that
reporting on market developments in Turkey could be improved, and the post should be producing more
market research, particularly given the on-going privatization efforts in key sectors such as
telecommunications and energy. Findly, as noted above, CS Turkey’ s reporting of export successes, the
Commercid Service' skey performance measure, has been inconsstent, and some reported export
successes are factudly inaccurate. Based on our review of asample of 27 export successes submitted in
2002, we found 8 problematic cases in which the post overstated the value of the success and/or took
credit for a success when CS Turkey was not involved (see page 21).

Financial Operations and Administrative Matters Are Generally in Order, But Some
Problematic Areas Need to be Addressed. Much of CS Turkey’s financia management and
adminigrative operations that we reviewed are effectively run. For example, collections, inventory, time
and attendance records, budget, and procurements were properly managed. However, we aso found
some areas where improvements are needed.  Specificdly, officia representation funds were used for
parties that appeared not to be of an officid nature as well as bulk acohol purchases, which are not
dlowed under Commercid Service guiddines. Additiondly, it appeared that some ingppropriate use of
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the vehicles occurred. Unfortunately, because the vehicle logs were inadequatdly maintained, it was not
feasble to determine al uses of the post vehicles. In another case, we found that an officer was
delinquent in paying bills for the government-issued travel card by nearly five months, and the card was
ultimately cancelled. However, the officer’ s supervisors were unaware of this problem until we brought it
to their attention. We dso found problems with the petty cash fund in Izmir and suggest that there be
improved oversight of the fund by the officersin Ankara. Findly, the post is managing its use of
International Cooperative Administrative Support Services (ICASS) reasonably well, but we were able to
identify afew categories where ICASS costs could be further reduced (see page 40).

On page 50, we offer recommendations to address our concerns.

0N

The Commercid Service concurred with nearly dl of our recommendations. Specificdly, the Assstant
Secretary and Director Generd of the U.S. and Foreign Commercial Service' s response to our draft
report stated that “ our post and headquarters operations either have taken action on the
recommendations, or have indicated how they will addressthem. Our answers to each of the IG
recommendations reflect a united US& FCS response that provides you with a comprehensive
Commercid Service gpproach to dl the issuesraised in the |G report. We appreciate the report and
the opportunity to strengthen the Commercia Service management team oversess, not only in Turkey,
but in other CS posts as well.”

The Director Generd’ s response outlines many specific actions that have dready been taken to
grengthen the Commercid Service' s oversight of its operations in Turkey and to address problems that
we discussed in this report that may be systemic and impact worldwide Commercid Service operations.
We discuss some of these specific improvements and the Commercial Service' s response to our
recommendations following each section in thisreport. The Commercid Service did not immediatey
concur with and was considering our recommendetion that the CS Operations Manual be revised to
explicitly require that dl export successes be confirmed with the U.S. client. We request that the
Commercia Service provide an update on actions taken to address this recommendation in its action
plan.
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INTRODUCTION

Pursuant to the Inspector Generd Act of 1978, as amended, and the Omnibus Trade and
Competitiveness Act of 1988, the Commerce OIG periodicaly evauates the operations of the
Commercia Service (CS).! Under these authorities, we conducted an inspection of CS operationsin
Turkey.

Inspections are reviews the OIG undertakes to provide agency managers with timely information about
operations. One of the main gods of an ingpection isto encourage effective, economica, and efficient
operations. Inspections are dso conducted to identify or prevent fraud, waste, and abuse in federa
programs. By asking questions, identifying problems, and suggesting solutions, the OIG hdlps managers
determine how best to quickly address issues identified during the ingpection. Inspections may aso
highlight effective programs or operations, particularly if their success may be useful or adgptable for
agency managers or program operations elsewhere.

This ingpection was conducted in accordance with the Quality Standards for Inspections issued by the
Presdent’s Council on Integrity and Efficiency. Our fieldwork was conducted from July 22 to
November 15, 2002, with our on-Site visit to the post from September 16 to 26, 2002. During the
review and a its conclusion, we discussed our findings with the Senior Commercia Officer (SCO) in
Ankara, aswdll asthe Regiona Director for Europe and the Deputy Assstant Secretary for
Internationa Operations at CS headquarters. We briefed the CS Director Generd and her deputy on
October 17, 2002, and held an extensive teleconference with the former SCO on November 5, 2002.

OBJECTIVES, SCOPE, AND METHODOLOGY

Our purpose was to assess the management, program, and financia and adminigtrative practices of CS
Turkey, including its development and achievement of gods and objectives, the economy and efficiency
of the operation, and the post’ s compliance with applicable regulations and other managerid guidance.
We dso examined the post’ s coordination with other organizations in achieving the overdl gods of the
Internationa Trade Adminigtration and the Department. Specifically, we sought to determine whether
CSTurkey is

= planning, organizing, and contralling its work and resources effectively and efficiently;

= operding effectively, meeting the needs of U.S. exporters, and helping increase exports and
market access, and

= udng gopropriate interna controls and financial management practices.

! The organization is also known asthe U.S. and Foreign Commercial Service.
1
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We aso sought to:

= dentify “best practices’ and innovations that could be useful to other CS posts and operations,

»  asess CS Turkey'srole and participation in trade compliance efforts; and

= evduate infragtructure issues at the pog, including information technology, security, and other
fadlities-related matters.

In conducting our inspection, we reviewed Strategies and plans developed by the Commercia Service
to increase exportsto Turkey. We aso reviewed the post’ s organizational structure and operating
approaches used in conducting its activities, interviewed gppropriate Commerce and State Department
personnd, as well as other U.S. agency personnd involved in trade promotion; examined pertinent files
and records relating to the post’ s operations, including financia and adminigrative issues; and met or
gpoke with officids from U.S. and foreign firms and trade associations. We dso interviewed a sample
of clients by e-mail and telephone concerning their evauation of and satisfaction with the post's
products and services.
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BACKGROUND

Turkey, the world’s 27" largest economy, has a population of 67.8
million and alandmass dightly larger than Texas. Situated between

'k Europe and Asia, and bordered by Irag, Iran and Syria, Turkey isa

; crucid and grategic U.S. dly. Itisthe only Mudim country in the North
Atlantic Treaty Organization (NATO), and is afounding member of the
World Trade Organization (WTO). Turkey isactively seeking
membership in the European Union (EU), but has yet to be

admitted. The country’s recent economic woes have not bolstered its standing with EU members,
especialy since Turkey experienced a 9.4 percent drop in its gross nationa income (GNI) in 2001.2
Loans from the International Monetary Fund have brought some stability and prompted continuing
economic reforms. However, augterity measures imposed as a condition of the loans, such asthe
cancdlation of Turkish Treasury guarantees required for internationd financing, have delayed or
cancdlled many large government projects. The economic crisis dso contributed to apartia collapse of
the government, forcing early elections on November 3, 2002.

Despite palitica and economic uncertainties, Turkey's .
economy is recovering better than expected in 2002.
Economists have revised the country’ s economic forecast Key Statistics
from three to four percent growth by the end of the year. 2001
Economic recovery is expec@ed to be spurred by deregulation | gy $168.3 Bil.
of key indudtria sectors, particularly energy and GNI Per Capita  $2,540
telecommunications. Turkey’s young and growing population, | US Exports $3.09 Bil.
which is one of the largest in Europe, and arobust US Imports $3.05 Bil
underground economy® should further fuel the recovery. Population 67.8 Mil.
However, ential conflict in the region, particularly with | Unemployment  10.6%

any potential confict In ne region, part y GNI Growth -9.4% (2001)
Iraq, could lead to regiond ingtability and derail Turkey’s +4% (2002)

. . . 0

hopes for afull economic recovery. Whllltlaso_me business Underground Edtimated at 30
sector_s 00qu grow as part of awar rn_o@hzetmn and recovery Economy to 40% of GNI
effort involving Irag, most Turkish officids fear consequences | Total Area 780,580 sq km

smilar to those that resulted in a huge loss of tourism revenue
following the 1991 Persgan Gulf War.

2 US Department of State, 09/02, Background Notes: Turkey; The World Bank has changed the term “ Gross National
Product (GNP)” to “Gross National Income (GNI).” See World Bank Website
www.worldbank.org/data/changinterm.html , November 2002.

® Experts agree that Turkey’ s underground economy is a significant portion of current GNI, but disagree on its size,
which some experts say accounts for as much as 30 to 40 percent of GNI. Sources: Fethi Ogunc, Estimating the
Underground Economy in Turkey, Central Bank of Turkey, September 2000; Melih Dogan, Erbakan’s Turkey: Ready
for Busness;, Middle East Quarterly, June 1997, Volume 4-2.

3
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Turkish Trade and Investment

Turkey isthe 33" largest export market for the United States. In 2001, U.S.-Turkey bilaterd trade
reached $6.1 hillion, down 9 percent from an al time high in 2000. U.S. exports totaled $3.09 hillion
while itsimports from Turkey were $3.05 billion. Top U.S. exports to Turkey include commercid and
military aircraft, machinery, cotton, tobacco, medical equipment, and organic chemicals.*

The United States is Turkey’ s fourth largest supplier, holding an 8 percent import market share in 2001.

U.S. high-tech products, whether commercid or military, have been particularly competitive, but EU
products have dominated Turkey’s market. Most EU industrid products enter Turkey duty-free
because of the customs union that was formed with the EU in 1996. However, U.S. companies have
a0 benefited, as average tariffs on non-EU industria products dropped by 50 percent when Turkey
formed the customs union.

According to Turkish and U.S. sources, the United States was dso the fourth largest investor in Turkey
in 2001, after France, Holland and Germany. ° Tota cumulative U.S. direct investment in Turkey in

2000, according to Commerce's Bureau of Economic Analysis, was nearly $1.4 billion.®

Commercia Savice Opearationsin Turkey

The Commercia Service' spodt in Turkey is its 21% largest, in terms of dollars, with afiscal year 2002
budget of approximately $1.3 million. Thisfigure includes American officer sdaries, Internationa
Cooperative Administrative Support Services (ICASS) costs, Foreign Service Nationa (FSN) sdaries,
office and residentia leases, and direct program support. The post has concentrated its resourcesin
two locations—Ankara (with two officers and five FSNs) and Istanbul (one officer and five FSNs), but
it dso has apresencein Izmir (one FSN). CS Turkey is organized under the Office of Internationa
Operations (OIO) Europe region and is managed by a Regiond Director located in Washington.

*US Census Bureau, US Trade Balance with Turkey, see www.census.gov/foreign-trade/balance, last revised
October 10, 2002.

® Turkish Embassy inthe US, USInvestments in Turkey, www.turkishembassy.org/businesseconomy ; last revised
June 16, 2002. Unofficial estimates place the US as the top investor in Turkey.

® Prior to the signing of abilateral tax treaty in 1998, much US origin capital was invested in Turkey through third-
country subsidiaries, U.S. Department of Commerce, 2002 Country Commercial Guide (Turkey), 2002. Information
on U.S. direct investment for 2001 is not yet available.

4
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CS Turkey, which has awide and diverse portfolio, provides a variety of servicesto American firms
interested in the Turkish market, aswell as Turkish firms seeking U.S. products and services. It hasan
active trade events program to support small to medium-sized firms seeking to export to Turkey. It dso
provides advocacy on high-dollar government tenders, usudly to large companies. The Department of
Commerce s advocacy program supports U.S. firms by ensuring that U.S. bids are given full and fair
consideration on international project tenders. Advocacy has been one of CS Turkey's most active
portfolios, but recent government austerity measures, which have limited the number of viable
government projects, will require the post to change its strategy to capture export successes. However,
Turkish military tenders for hardware and equipment will continue to provide U.S. firmswith high-dollar

opportunities.
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CS Turkey hasthe lead on the energy sector for “ Showcase Europe,” which isaregiond initiative that
coordinates the services and activities of Commercia Services offices throughout Europe and the Bdltic
Rim states, Russia, and the independent states that were formerly part of the Soviet Union. The
Showcase Europeinitiative is based on the concept of approaching Europe as asingle regiona market.
To increase effectiveness, resources are pooled to coordinate foreign business and government
participation in U.S.-sponsored trade events and pavilions throughout the region. CS Turkey also has
respongbility for the Department of Commerce’ s Afghan recongtruction initiative and the Appaachian
Turkish Trade Project, which is part of the Department of Commerce' s Rura Export Initiative. Findly,
Armeniaand Turkmenistan are congtituent posts, meaning the SCO in Turkey has respongibility for the
Commercia Service operationsin those countries.” In Armenia, there is one Commercia Service FSN
who reports to the SCO in Ankara, and in Turkmenistan, the SCO works with the State Department’s
economic officer assgned to Ashgabad, the capitd.

Measuring Post Performance

The Commercia Service uses an Overseas Resource Allocation Modd (ORAM) and a cost- benefit
modd to evauate each post’s performance. The ORAM takes into account many quantitative factors
such as mission requirements, workload, market share and barriers, and per capita gross domestic
product. The number of congtituent posts managed by a Senior Commercia Officer (SCO) isaso
consdered. These factors are evaluated to derive a country cost-benefit ratio, which aso takesinto
account the benefits (i.e., export successes) divided by the variable costs of operating the post. This
ratio is caculated using athree-year rolling average. Based on the cost-benefit retio, the Commercia
Service ranks each overseas post and then, for ease of andysis, divides them into five groups, or
quintiles. CS Turkey ranked in the fourth quintile for fiscal year 2001, which is one quintile below
where it should be performing according to the ORAM.

"In addition, during the last five years, the SCO in Turkey also had responsibility at one time or another for athird
partnership post, Georgia, aswell as Uzbekistan and Azerbaijan, which had staffing gaps in 1999-2000.

6
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OBSERVATIONSAND CONCLUSIONS
l. Management of the Post Needs to Be Strengthened

CS Turkey isapost of great contrast. On one hand, the ambassador and the consul genera in Istanbul,
and other dements of the U.S. diplomatic misson in Turkey, gave the post and its saff high marks for
being responsive, cooperative, and easy to work with. Staff in other ITA offices, such as Market
Access and Compliance and Trade Development, aswell asthe U.S. business community, echoed this
praise.

In contrast, our review of the post’s operations, reveded an office that has suffered in recent years from
insufficient management oversight and internd control, which were reflected in a number of deficiencies.
The problems resulting from inadequate management of the post, by both the former SCO and by O1O0
managersin Washington, are discussed in more detall throughout this report. We found that interna
controls for key financia and adminigtrative operations were inadequate. We aso questioned the
effectiveness and reporting of certain post products and services, including inaccurate reports of export
SUCCESSES.

Other management deficiencies include the fact that personnel policies were not dways followed for the
FSN saff. For example, FSN performance appraisals were not prepared in atimely manner and, asa
result, within-grade increases were delayed for some FSN staff by up to ayear. Furthermore, while
work plans and job descriptions were in place and current for most FSN staff, we found that the
adminigrative assgantsin Ankara and Istanbul need job descriptions that more accurately reflect the
scope and breadth of the work they actualy do. Also, given the post’s geographic location, security is
a serious concern and we found that some security upgrades are needed in Izmir and planned security
upgrades in Ankara still need to be findized.

The new SCO arrived at the post in early August 2002, and he has taken steps to strengthen the
management of the office. We are hopeful that many of the changes that the new SCO has put in place
will improve operations and increase productivity. However, he will need to carefully mold a cohesive
and supportive management team and staff to carry out his agendafor the post. Washington
headquarters oversght will be acritical part of the equation for success, and managers there must aso
provide effective leedership and oversight.

A. Lack of adequate management oversight contributed to problemsin CS Turkey
During our visit, we noted that the post management did not (1) adequately oversee CS Turkey's
products and services (see page 21 and 24), (2) manage the post’ s export success program (See page
30), and (3) adhere to Commerciad Service and/or State Department guidelines for the use of

7
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representation funds and government vehicles (see pages 40 and 43). In summary, and aswill be
discussed in more detail throughout this report, the former SCO did not provide sufficient leadership
and management oversight to the staff in order to ensure that post operations were effective and
efficient.

Responsihility for these deficiencies dso lies with OO management in Washington. Although OIO
managers advised us that they did not know about many of the problems we found, they were aware of
or suspected some of the problems, such as possible persona use of government vehicles. However,
they never fully investigated or dedlt with them. For example, the current Regiona Director for Europe
vigted Turkey once in 2001 and once in 2002 and suspected that there were problems. But, he never
documented those problems in trip reports, because he claims that they were not required at the time,
nor did he communicate them verbaly to the Deputy Assstant Secretary for International Operations.
In fact, the SCO’s performance appraisa, covering the period June 1, 2001, to May 30, 2002, made
no mention of problems. Rather, it discussed hisimpressive performance and recommended that the
SCO be given serious consideration for promation.

The former SCO told usthat he recelved no natification from management over the past year of any
concerns about his performance or that of the post. His prior year’s appraisal (October 1, 2000, to
May 31, 2001) did mention some concerns, many of which the former SCO took issue with in his
comments on the appraisa. However, the gppraisal made no mention of what we consider to be the
podt’s biggest deficiency in fiscal year 2000—its lack of reported export successes (see page 30).

We recognize that the Regiond Directors, and OlO in generd, oversee many posts from a distance.
Under such conditions, it is difficult to stay fully gpprised of post operations and staff activities.
However, the current Regiona Director for Europe visited CS Turkey twice, most recently in May
2002 for the European Region SCO Conference. Other regiond staff aso made severd tripsto the
post. Inaddition, al posts must report to Washington on aregular basis, so problems with core
products and export successesin Turkey could have been caught without aSite visit. Unfortunately,
neither management’ s trips and suspicions nor the spotty performance evident in the reports from the
post prompted anyone to document or deal with problems or concerns raised regarding CS Turkey.

Inadequate oversight is but one areathat OO needs to improve. Another isits development and
training of SCOs and other senior officers. Specificdly, we believe that OIO did not provide the former
SCO with the types of assgnments and training earlier in his career that might have given him the
knowledge and tools to prevent many of the problems identified in thisreport. We were told that he
took on severd difficult assgnments prior to serving in Turkey. But, in being alowed to do o, the
former SCO was not afforded the opportunity to serve under more seasoned officersto learn and
magter the basics of managing a CS post before being assgned as an SCO. Additionally, the former
SCO was not required to take much adminigtrative and management training during his nearly 13-year

8
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career with the Commercid Service. In fact, during his entire 5-year tour in Turkey, he took only one
training course—a 2-day seminar entitled “Equa Employment Opportunity and Diversity Awareness for
Managers and Supervisors.” We believe that such deficienciesin officers: knowledge and experience
areindicative of alarger and more serious problem, which is systemic to the process the Commercid
Service usesto develop and train foreign commercid service officers. For example training and
development efforts appear haphazard, and many times, the training an officer receivesis determined
more by the availability of courses rather than the needs of the officer. In addition, officers
performance plans generaly do not discuss training needs.

Clearly, Commercid Service management should give more careful congderation to the strengths and
weaknesses of each officer and the types of training each might need to strengthen his or her
management and adminidrative abilities. We recognize that the exigencies of the service often require
that officers be sent out to a post with little or no notice. However, OlO does adisservice to its officers
and the diplomatic missions abroad if it does not do dl it can to adequately prepare its officersto do
their jobs successfully. That being said, the ultimate respongibility for sound management and effective
guardianship of government resources at a post rests with the SCO. At any time, the former SCO in
Turkey could have referred to the CS Operations Manual, which is available online, for guidance,
taken available management training online, or asked for any other training he felt he needed.

In sum, the Commercia Service must do a better job of recognizing, documenting, and finding remedies
for problematic post operations. For this reason, we are recommending that OlO managers and staff
who visit a post prepare trip reports that detail what was discussed with the officers and FSNs, which
post operations were reviewed, and any issues or concerns that need atention. Visiting OlO personnel
should aso discuss any seriousissues they identify with the SCO and/or other responsible post officers,
aswedll as document these mattersin officer performance appraisals, if warranted. Matters requiring
follow-up action by the post and/or headquarters should be tracked until completion.

In addition, the Commercid Service needs to ensure that officers assigned to SCO positions, no matter
how smal the pogt, are adequately prepared for their assgnments. Thus, we recommend that OIO (1)
provide its junior officers with assgnments that will foster their development into well-rounded senior
officers, (2) require officersto attend as much training as necessary, in particular managerid and finance
and adminidrative training, prior to being sent out to serve as an SCO, (3) include training requirements
in officers performance plans to ensure that necessary training is taken, and (4) consider creating a
mandatory online training course on the basics of managing a post, with components on programmetic,
financid, and adminigtrative metters. The online course should include a quiz and a printable completion
certificate that would be kept in the officer’ sfile. Thus when classroom training is not available & the
time an officer is assgned to a podt, he or she a least would have access to some basic information that
might prevent management problems later.
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We are pleased to note that OIO, after being briefed on our initid review results, took some immediate
seps to improve its managerid control and oversight of overseas podts. It developed a checklist for
OIO managers and gtaff to use when visiting a post to ensure that key items are discussed and/or
reviewed, and documented. In addition, OlO has developed a salf-certification form that SCOs will be
required to sign, attesting to their completion of certain important managerid duties or tasks, such asthe
preparation of FSN performance appraisals. We believe that these actions are positive steps toward
grengthening the Commercid Service' s oversight of overseas posts, and we look forward to further
improvements as the bureau implements our other recommendations.

NP

In responding to our draft report, the Assstant Secretary and Director Generd of the U.S. and Foreign
Commercid Service stated that with respect to Commercid Service' s European operations, the Service
is consdering dividing the region into two smaler and separate regions. The current Regiona Director
for Europe oversees 34 SCOs and 44 country operations, approximately double that of the other three
OlO regions. The Director Genera believes that the Europe region istoo large for any one Regiona
Director to oversee and that a separation of the region would lead to a better organized and more
managesble operation. We agree with the Director Generd and would support such a split of the O1O
Europe region.

The Director Generd further stated that OlO has taken immediate action by requiring mandatory trip
reports be written by OO country managers for each post visit. We would like to see this requirement
broadened to also include Regiona Directors and the Deputy Assistant Secretary for Internationa
Operations. Additiondly, we would like to see this requirement formaized through incluson in the CS
Operations Manual. We would gppreciate the Commercid Service addressing thisissueinits action
plan.

With regard to our recommendation on training, the Director Genera stated that in fisca year 2002,
OIO conducted anew SCO training course that included adminigtrative and financia management
dements. Additionaly, she noted that OIO developed atraining matrix that identifies specific
mandatory and recommended courses for officers at various stages of their careers. The Commercia
Service Ao recognizes the problem with junior officers not recelving the training, mentoring, and
developmenta assignments necessary to alow them to develop into well-rounded senior officers. To
help correct the problem, additiond junior officer dots at multi- officer posts were created in 1998,
bringing the total of such postionsto 29. Also, the Director Generd reported that the Commercia
Service s assgnments paned has been taking steps to minimize the assignment of less experienced
officersto jobs above their grade levels. For example, occurrences of so-cdled “ stretch” assignments
were reportedly down by 28 percent between 2001 and 2003, for FS-03 levd officers.
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Further, the Director Generd indicates that the Commercid Service has established an Office of
Professona Development that will track employees completed training and compare that to
recommended courses for their grade and leve of responsbility. Findly, the Office of Professond
Devedopment isin the process of completing the development of a new “administration management”
course. Commercid Service plans cdl for two modules to be implemented in the fourth quarter of fisca
year 2003 that are specificaly designed for (1) officers managing administretive operations at post and
(2) SCOs with adminigtrative management and operations responsbility. According to Commercid
Service plans, these courses will eventualy be offered via the Commercia Service College—the
Service s online learning center.

We are encouraged by the Commercia Service s reported actions to improve officer training. We
believe that increased focus and attention on providing appropriate training for officers, based on where
they arein their career, is key to improving the management and operations of al Commercid Service
posts. However, the recommendation about including training requirements in officers performance
plans to ensure that necessary training is taken was not addressed in the Commercia Service' s response
to our draft report. In addition, it was not clear whether the *administration management” courseisto
be mandatory for SCOs, as we suggested. We request that these issues be addressed in the
Commercid Service' s action plan.

B. Personnel policies were not followed for FSN staff

Management and supervision of the FSN staff are an important part of the SCO’sand PCO’s
responsbilities and are critica to ensuring thet the staff are doing the work necessary to meet the goals
and objectives set forth in the post’ s Strategic Commercid Plan. An essentid tool for providing
feedback on employee performance is through the performance gppraisal process. Unfortunately,
former pogt officids did not follow many personnd policies for the FSN staff. Specificdly, the former
SCO and former PCO in Istanbul did not complete performance gppraisasin atimely manner for some
FSNs. Asaresult, within-grade increases for some staff were delayed, in one case by aslong as 12
months. Although the staff eventualy received their pay increases retroactively, the lack of attention to
the timely preparation of performance gppraisalsis unfair to the FSNs.

Performance appraisals were not prepared in atimely manner

The Foreign Affairs Handbook, Section H-135.5, requires American officers to prepare annual
performance appraisals for dl FSNs. According to the Handbook, the Department of State’s
personnd officer at post establishes policies for FSN appraisas, in consultation with other post officias.
These policies are then publicized so that dl post personnel, supervisors, and employees know them
and can ask questions if they are not clear. The personnd officer provides supervisors of FSN
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employees with the forms, notifies them of due dates, and reviews dl FSN performance appraisasto
ensure that the performance rating is supported adequately by the supervisor’s narrative summary.

Theraing officid—in the case of CS Turkey, the SCO or PCO—is responsble for the work of, and
gives assgnments to the staff. Specificdly, the officers must:

= a the beginning of the rating period, explain to each employee the duties of the position and
requirements for satisfactory performance,

» discuss strengths, weaknesses, and way's to improve performance with the employee,

= giverecognition for superior performance, and

= take appropriate action when the employee’ s performance is substandard.

Further, the Handbook gtates that performance evauation is a continuing process and an integra part of
any supervisor' sresponshilities. Periodic performance reviews help supervisorsto clear up any
misunderstandings about their expectations, recognize ability and point the way to developmentd
training, and build a strong relationship based on mutua confidence.

The former SCO was responsible for preparing gppraisals annudly for the five FSNsin Ankara, aswell
asthe FSN in Izmir. While he could have delegated this responsibility to the commercid attaché, for
various reasons, he chose not to. Therefore, the SCO was directly responsible for preparing six
gppraisals annualy. However, four of the six appraisals he completed in 2002, right before he left pogt,
covered atime period of over three years because he had not done the required annual appraisals for
those persons. In Istanbul, the former PCO was responsible for writing performance appraisas for the
five FSNs under his charge. However, he too was not dwaystimely in his submisson of performance
gopraisas. Infact, heleft post in April 2001, without completing the necessary performance gppraisas
for hisstaff. Thus, the former SCO ended up preparing gppraisas for the Istanbul FSNsin October
2001, and again in 2002, immediately before his departure from post. Table 1 contains a summary of
performance appraisals for the FSNs.
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Tablel: Summary of CS Turkey FSN Performance Appraisal Submissons

FSN

2000

2001

2002

Ankaral

Ddinquent

Deinquent

Completed®

Ankara 2

Deinquent

Delinquent

Completed®

Ankara3

Completed

Delinquent

Completed”

Ankara4

Delinquent

Delinquent

Completed®

Ankarab

Completed®

Delinquent

Completed®

[zmir 1

Ddinquent

Deinquent

Completed®

|stanbul 1

Completed

Compl eted

Completed

|stanbul 2

Ddinquent

Completed®

Completed

[stanbul 3

Ddinquent

Completed®

Completed

|stanbul 4

Completed

Completed

Completed

|stanbul 5

Completed

Completed

Completed

Source: FSN Personnel Fileslocated in the State Department Personnel Office, U.S. Embassy Ankara
@ Appraisal covered more than atwo-year period

® Appraisal covered more than a one-year period

¢ Appraisal covered athree-year period or more

¢ Employee began employment with the Commercial Servicein 2000

According to the embassy personne officer, the personnd office sends notices to American officers 30
days prior to appraisal due dates. We reviewed each FSN's personnd file and found repeated
delinquent notices sent from the personnd officer and the Adminigrative Counsdor to the former SCO
to remind him of hisresponsibility to prepare the gppraisas. In response to these notices, the former
SCO wrote back to the embassy personnd office, “I have unfortunately not been able to write
gopraisasfor my staff given my hectic schedule” Further, the SCO wrote in these memos that the
overdue gppraisas would be submitted shortly. Despite these responses, the former SCO did not
submit many of the overdue performance gppraisas until immediately before his departure from post.
Similar reminders were sent to the former PCO to notify him of the ddinquent performance gppraisals
and his obligation to complete them. In addition, the current PCO was responsible for preparing one
FSN evauation since her arriva at post. However, based on information we obtained from the
Consulate personnd office, the PCO was a few weeks ddinquent in completing this evauation. When
we discussed this issue with the PCO, she stated that she knew that evaluations are to be prepared
annually, however she was overwhelmed with other tasks and prepared the eva uation as soon as she
could.

Within-grade increases were delayed as a result of delinquent performance appraisals

Within-grade increases, or sdary increments, within each grade of the sdlary schedule, are provided to
reward employees financidly for satisfactory performance and length of service. Within-grade
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increases, as provided in the loca compensation plan, are mandatory if performance sandards are
met. An employee swork must be of “an acceptable level of competence” in order for the employee to
be digible for an increase.

Because post managers did not prepare performance appraisas for the FSNs in atimely manner, many
within-grade increases were delayed—for some FSNs, each annud within-grade increase was delayed
for four consecutive years. Asshownin Table 2, 7 of the 11 CS Turkey FSNs were impacted by this
problem. The remainder were a the top of the pay schedule for their grade and thus were indigible for
gep increases. While the FSNs did eventudly get paid retroactively for their step increases, every one
of them told us that they would have much preferred receiving their step increases when they were due.

Table 2: Delayed FSN Within-Grade I ncreases

FSN | Increase Due I ncrease Effective MonthsLate
Date Date
1 | June1998 March 1999 9
April 2000 January 2001 9
April 2001 January 2002 9
April 2002 August 2002 4
2 | June 2001 January 2002 7
June 2002 July 2002 1
3 | October 1999 March 2000 5
4 | October 1998 February 1999 4
January 2001 January 2002 12
5 | August 2000 January 2001 5
January 2002 April 2002 3
6 | May 1998 July 1998 2
May 1999 July 1999 2
May 2000 February 2001 9
7 | July 1998 September 1998 2
July 1999 September 1999 2
July 2000 February 2001 7
July 2001 October 2001 3

Source: FSN Personnel Fileslocated in the State Department Personnel Office, U.S. Embassy Ankara

Again, the embassy personnd office and Administrative Counsdlor sent repeated reminders and notices
to the former SCO and former PCO asking for performance appraisals so that within-grade increases
could be processed.  Specificdly, the personnd office memaos stated, *no action authorizing the within-
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grade increase can be taken until the performance appraisals are received.” In response to some of
these notices, the former SCO asked the former commercid attaché to write a memo requesting that the
personnd office process the within-grade increases for two FSNs because the FSNS' work was
satisfactory. The embassy personnd office did take action based on this memo from the former
commercia attaché. Ladtly, gaff in the personne office told us that for other FSNs, they resorted to
sending the former SCO amemo that would merely require him to check a box to state whether an
employee' s performance was satisfactory. According to the personne office staff, thiswas truly alast
resort and was not standard practice, but was necessary to prevent further delaysin processing step
increases for the Commercid Service's FSNs.

Based on our observations and discussions with the former SCO, OIO headquarters staff, and other
mission employees, it appears that CS Turkey's FSN gtaff is highly dedicated, experienced, and
knowledgeable. Therefore, they should be recognized for their efforts and accomplishments. The lack
of timely performance appraisals and the subsequent delays in payment of step increasesis not a good
way to manage and motivate employees. When we discussed this issue with the former SCO, he stated
that he knew about the requirement for annual performance gppraisals. He explained that he was also
aware that ddlinquent performance appraisas often resulted in delayed within-grade increases.
However, dthough he believed that the FSN's deserved recognition and better trestment, he allowed
other tasks at post to take priority.

To remedy this situation, we recommend that OlO remind the former CS Turkey officers, aswell as dl
SCOs and PCOs, of the importance of following personnd policies and their responsibility to complete
FSN performance appraisas when they are due. The sdlf-certification form, as discussed in the
previous section, should help ensure that FSN appraisas get done by forcing SCOs to certify that they
have completed them. OIO, of course, will need to monitor completion of those forms and teke
corrective action when officers do not carry out their responsihilities. In addition, OO gaff should
check with each post’ s personnd office on an annua basisto verify that adl FSN performance eppraisas
have been submitted and ask if there are any other personnel issuesinvolving the post. The new SCO
has dready implemented a tracking system (in addition to the misson’ s tracking system) to remind him
when gppraisals are due. We recommend that the current PCO in Istanbul also track appraisal due
dates and prepare appraisals when they are due.

Lack of appraisas may have contributed to inadequate training and awards

In addition to supporting step increases for eigible FSNs, performance appraisals also serve asthe
foundetion of employee development. According to the Foreign Affairs Handbook, supervisors are
respongble for training and devel oping employees to help them improve their job performance and
reach their full potential. During our review, we asked each CS Turkey employee questions about
traning. Nearly every FSN dated that they needed additiona training to improve their job
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performance, particularly in the area of computer software programs such as word processing,
presentations, spreadshests, and e-Menu. Ther requests for additiond training seemed reasonable and
directly related to their Commercia Service jobs.

To address employee training concerns, the new SCO asked each FSN to complete a*“ Training Needs
Assessment Survey” to identify areas for additiond training. It includes training in the following
categories. software, market research, interpersona communication, writing skills, and adminitretive
and financial management. Further, the current SCO will continue to alow two hours per week for
FSNs to complete on-line training they beieveisrdevant to their job, a practice begun under the former
SCO. The FSNstold usthat they are very encouraged by the current SCO’ s training and development
policy and believe it will improve their job performance.

Regarding performance awards, during his five-year tour in Turkey, the former SCO did not nominate
any FSNsfor cash awards, dthough he did do the work necessary to secure promotions for severa
FSNsin both Ankara and Istanbul. He also secured (1) a Department of Commerce Bronze Medal
Award for the entire gaff in 1999, to recognize the aff’ s outstanding efforts in supporting regiona
work and (2) an award for three CS Turkey staff members for their assistance during the President’s
November 1999, visit to Turkey. As per policy, cash did not accompany these two awards. We
recognize that cash awards are not mandatory, but they are a management tool to reward good work
and aso motivate employees. The former SCO told usthat he feds badly that he did not secure cash
awards for his gaff and that severd FSN's deserved such recognition for their work. He commented
that, in lieu of cash awards, he did his best to verbaly recognize good work in his staff when he saw it
and dso give non-monetary awards when appropriate. For example, for their help in planning the SCO
conference in May 2002, the staff was recognized with certificates at the conference.

During the first month of histour in Turkey, the new SCO nominated five FSNs for cash awards based
on their achievement in meeting specific performance gods in the previous year. He dso implemented a
policy that cash awards will be considered annudly for the FSNs with the most export successes, as
well astwo awards for adminigtrative work. Although the mission policy states that awards may only be
given every other year, the new SCO sought an exception for the Commercia Service FSNs. During
our visit, the FSN gtaff commented that they were encouraged by the recent awards. While CS Turkey
is now making use of the performance award system, we suggest that Ol O reiterate to all SCOs and
PCOs the importance of following personnd palicies, including the policy of recommending deserving
daff for awards when appropriate.

0N

In her response, the Director General noted that OlO has developed and implemented anew SCO
Adminigrative Certification to help SCOs better manage their posts. This Certification form requires
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the SCO to certify that al appraisas are complete and work plans are in place on a semi-annua basis.

The Director Generd aso indicated that OlO staff would verify these certifications during Ste vists. In
addition, the need to complete performance gppraisas will be included in the periodic notices that 01O
issues during the year to remind SCOs of their key responsibilities.

We believe that the Commercid Service s actions on the rest of our recommendation, as outlined in its
response, meet our intent.

C. Administrative assistants in Ankara and | stanbul need current job descriptions

Work plansfor saff are in place and are current. Job descriptions are also current, except for the two
adminigrative assstants, onein Ankaraand onein Istanbul. Both are Htill classified as secretaries, but
each has taken on much additiona respongibility in recent years. For example, between the two of
them, they handle nearly dl of the financia and adminigrative tasks to ensure the smooth operation of
the post. In addition, both have respongbility for several smaler sectors, such as jewelry, household
consumer goods, and toys'games. For the most part, the job descriptions currently in place do not take
into account the scope and breadth of the work actualy done by the administrative assstants.
Therefore, we recommend that the SCO work with the commercid attaché and PCO to complete new
job descriptions for the two adminigtrative assistants to reflect their current duties and responsibilities
and submit them to the embassy’ s Human Resources Officer for review and classfication. To that end,
during our vist, the commercid ataché had dready prepared a draft position description for the
adminigtrative assstant in Ankara. However, the PCO has yet to do the same.

0N

According to the Commercia Service s response to our draft report, the new SCO has aready
submitted the revised job description for the Adminidirative Assstant position in Ankarato the

embassy’ s Human Resources Officer for review and classfication. Further, the PCO in Istanbul
submitted arevised job description for the Adminigrative Assstant position in Istanbul to the
consulate’'s Human Resources Officer on December 30, 2002. The Commercid Service' s actions meet
the intent of our recommendeation.

D. Post security isa major concern

The State Department is responsible for the security of the CS Turkey staff and offices in both Ankara
(becauseit islocated within the embassy compound) and in Istanbul (because it is within the consulate
grounds). In Ankara, the Commercid Serviceison thefirgt floor of an annex bullding on the embassy
compound that is adjacent to a public street. Other occupants of the building are Agriculture, the
Caspian Finance Center, the Drug Enforcement Adminigiration, and the embassy hedlth unit. There
have been times, in particular during a nearly three-month stretch in the summer of 2001, when security
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threats prompted State' s Regiona Security Officer to order the Commercid Service to move out of the
annex and share space with other tenants closer to the middle of the compound. Of coursethisis
disruptive to operations, but it is aso unnerving to the staff to be working under such conditions.

During our visit, ateam from the State Department’ s Overseas Building Operations (OBO) officein
Washington was dso in Ankara to assess the security Stuation of not only the annex

building where the Commercid Service is located, but severa other buildings both ingde and outside the
embassy compound. In early November 2002, the OBO team recommended that security
enhancements be made to the annex building to make it more secure.

We are concerned that the plan set forth by OBO will dragticaly reduce the amount of office space
dlocated to the Commercid Service. It cdlsfor reorganizing the offices to put sx staff membersin the
space now occupied by three. It does not address the fact that CS Turkey currently has seven staff
members on board in Ankara. The cramped conditions, the inability to have private meetings (the SCO
would be the only one with a private office), and the lack of storage for files, will dmost certainly affect
productivity. For these reasons, we recommend that Commercia Service headquarters petition OBO
to reconsider its plan and research other options for improving the security of the annex building in
Ankara.

Exhibit A: New U.S. Consulate in Istanbul

The consulate compound in Istanbul islocated onthe
corner of two public streets, with CS Istanbul in the
annex building that isright onthe corner.  Giventhe
precarious situation of the Istanbul consulate, OBO
decided to build anew consulate severd years ago.
The new consulate is dmost complete (see Exhibit
A) and planscdl for the Commercid Service s&ff to
move to the new building in late April 2003. By dl
accounts, the new consulate will be a vast
improvement over the current Situation.

The Commercia Service has responsibility for ensuring security of its office in Izmir snceiit

is not collocated with a State Department facility. This office is affed by one FSN and a secretary,
who is paid by the Izmir Chamber of Commerce. Commerce s Office of Security reviewed the office,
located on the fifth floor of the Izmir Chamber of Commerce building, in November 1997. At thetime
of the review, two deficiencies were cited—al lack of fire extinguishers and the lack of an emergency
evacuation plan or bomb threat procedures. At the time of our ingpection, the office had two fire
extinguishers, one in the receptionist/library area and the other in the office of the FSN. Both fire
extinguishers appeared to be in good working order and according to the FSN, they are checked and
maintained by crew from the U.S. Air Force contingent located nearby. The office is dtill deficient on

18



U.S. Department of Commerce Final Report | PE-15370
Office of I nspector General March 2003

the second item. No emergency evacuation plan and bomb threat procedures exist for the office. In
addition, we are concerned about the open access of the office. While there is some limited controlled
access security in the lobby of the building, the Commercia Service office door is open to anyonein the
building, leaving both the FSN and her secretary vulnerable. Because the office was last reviewed prior
to the new security standards being put in place after the bombings of the two U.S. embassesin East
Africain 1998, this might be a problem that needs to be addressed. Thus, we recommend that (1) an
emergency evacuation plan and bomb threat procedures be immediately prepared for the Izmir office
and (2) OIO's security contingent or the embassy’s Regiona Security Officer® ensure that the |zmir
office meets current security standards.

0N

The Director Generd, in responding to our draft report, stated that OlO’s Overseas Building Manager
has met with OBO's Project Manager to discuss the Commercid Service' s concerns regarding the
changes to improve security of the annex building in Ankara. Based on this meeting, aswell as requests
from Embassy Ankara's Adminigirative section, OBO conducted a second trip to Ankara and offered a
compromise solution to increase security while minimizing the loss of pace to the Commercid Service.
The new SCO, in consultation with his aff, has accepted this compromise. The Commercid Service's
actions meet the intent of our recommendation.

With regard to the Izmir office, we were separately provided copies of the newly created evacuation
plan and bomb threat procedures for the office. We reviewed the plan and procedures and found them
to be sufficient. The response to the draft report stated that our recommendation that a security review
of the Izmir office be conducted was implemented. We request that the results of thisreview be
provided to usin the action plan.

E. Changes made by the new SCO should improve operations and productivity

To ded with the chalenge of finding export successes amidst a changing Turkish economy, the new
SCO developed a Strategic Commercial Plan for Fisca Year 2003. The plan was discussed and
critiqued by dl CS Turkey gtaff during a strategic planning conference held in late August 2002. The
plan cdls for amove away from CS Turkey’s previous strategy of relying on U.S. company
participation in large government-funded projects for export successes.

Instead, CS Turkey’ s strategy will be to (1) conduct extensive outreach to Turkish companiesto
persuade them to buy American products and services rather than those from the European Union and
(2) encourage and facilitate communication between Turkish and American firms by conducting a series
of “Doing Business With the USA” seminars. The plan is aggressive, caling for 70 export successes to

® The Regional Security Officer could perform the necessary review on a cost reimbursable basis.
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be reported in fiscal year 2003, up from 50 reported in 2002. In addition, the plan requires that 13
Industry Sector Analyses (I1SAs) be submitted, up from 11 in 2002, and 150 International Market
Insights (IMIs) be submitted, versus just 12 in 2002 (see Appendix A for a description of these
products). To reach these objectives, each commercia speciaist or assistant is to prepare at least two
IMIs per month and two 1SAs per year,® with the first one due on December 31, 2002, and the second
one on April 30, 2003.

The SCO has also directed staff to routinely get out of the office to meet with dients, to more facilitate
export successes. |n addition, he has reorgani zed the reporting structure within the office to better
clarify the chain of command, particularly with repect to the commercid attaché in Ankara. The
attaché now oversees dl financid and adminigtrative operations of the entire post and reviews al written
products, including export successes, for Ankara, Istanbul, and Izmir. Two of the three trade specidists
in Ankara and the trade specidist in Izmir aso report to him. All day-to-day operationsin Istanbul will
continue to be managed by the PCO. Of course, overdl responghility for the operations of the post ill
remains with the SCO, who will dso have find review and gpprova authority for al written products.

We are hopeful that the changes put in place by the new SCO will improve operations and productivity,
but OO management should still provide adequate oversight. In addition, if CS Turkey is able to meet
its export success goals and avoid substantial cost increases in fiscal year 2003, it should also be able to
improveitsranking in the OlO cost-benefit mode (as described in the Background section of this
report). At the time of our vigt, the new SCO was reviewing records to see where costs might be cut
or, a aminimum, contained.

®One FSN in Istanbul isonly required to do one I SA because her assigned industry sectors do not require two I1SAs.
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. CSTurkey IsMeeting the Needs of Most Customers, but | mprovements Are Needed

CS Turkey hasarich and diverse portfolio of programs that features afull menu of trade eventsto
support smdl to medium-sized firms and one of the Commercid Service' s more active advocacy
programs to help firms competing for mgjor projects. The Department of Commerce' s advocacy
program helps ensure that U.S. firms have alevd playing field when competing againg foreign
competitors whose governments may provide other incentives to win mgjor project contracts. CS
Turkey dso playsacrucid rolein supporting U.S. defense salesto Turkey, one of the largest importers
of U.S. defense-related equipment in the world. Asthe lead coordinator on the energy sector for
Showcase Europe, the post spearheaded an innovative webcast™® on energy opportunities in Europe
and Eurasia. Itisactivein severd other efforts, such as the Appaachian Turkish Trade Project and
Afghan recondruction. In addition, it is respongble for the operations of two congtituent posts—one
serving Armenia and the other, Turkmenigtan.

We queried U.S. businesses aswell as the American Turkish Council, the U.S. Business Council of the
Turkish Foreign Economic Relations Board, the Turkish American Business Association, and other
groups that work to expand U.S. trade (ie, multiplier groups) about the post’ s efforts in support of U.S.
trade and businessinterestsin Turkey. Most were very pleased with the job it was doing. In particular,
they praised the former SCO for his charisma, strong oratory skills, and responsiveness to their
organizetions.

Despite the post’ s excellent reputation, our close ingpection of the post’s operations, products and
services raised severa concerns. Specificaly, while most customers are satisfied with the products and
services they received from CS Turkey, some products were delivered late. In addition, some market
research did not meet CS Operations Manual guidelines, and reporting on market developmentsin
Turkey was poor. Additionaly, CS Turkey’s performance—particularly with regard to the key
measure of export successes—was incong stent, sometimes overstated, and often less successful than
that of smilarly sized European posts. We noted eight instances in which the post clamed credit for
export successes worth $1.745 million, but we are questioning $1.664 million of that amount because
the post overstated the vaues and/or took credit for a success when CS Turkey was not involved.

A. Most customers are satisfied with CS Turkey' s products and services, but problems exist

Our client surveys reveded that most customersin fisca year 2002 were satisfied with the products and
services provided by CS Turkey, but there were exceptions due to timeliness of products delivered or
lack of follow-up (see Table 3). Customers only ordered 12 products and services from CS Turkey in
fiscal year 2002 (see Appendix A for descriptions of Commercia Service products and services). Of

The Commercial Service offers a series of video broadcasts on global trade opportunities via the internet through
www.global speak.com
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these customers, we successfully contacted eight with the following results: four customers were very
satisfied; three customers were satisfied; and one customer was unsure. The customer who was unsure
of CS Turkey’s service complained that while the qudity of his Internationa Partner Search (IPS) was
acceptable, he received the report too late—only one day before his meetings. Another customer
commented that while he was satisfied with his Gold Key, he was dissatisfied with follow-up by post.
Other customers commented on the high quality of their Gold Keys. Two customers specifically praised
FSN saff (the FSN covering the energy sector and the FSN in Izmir) for providing excellent Gold
Keys. The products and services we reviewed were produced when the former SCO was il assigned
to the post.

Our review of due dates for products and services revealed that one |PS and two International
Company Profiles (ICP) ddlivered by post in fiscal year 2002 were late — one by up to 11 business
days. The CS Operations Manual specifiesthat IPS reports must be completed within 15 business
days from receipt of payment and that | CP reports must be completed within 10 business days of
receipt of payment.

Table3: Customer Satisfaction Survey of CS Turkey Customers, Fiscal Year 2002

Product | L ocation | Feedback | Status | Comments
International Partner Search
Client 1 Istanbul Unsure 11 business Information late, not
dayslate provided until day
before meseting.

I nternational Company Profiles

Client 2 Istanbul Very Satisfied 11 business Comprehensive,
dayslate satisfied need
Client 3 Ankara Very Satisfied 4 business Good product, but a
dayslate post’s
responsiveness
depends on how
busy they are with
other projects
Gold Key Service
Client 4 Ankara Satisfied Ontime
Client 5 Ankara Satisfied Ontime
Client 6 Ankara Satisfied Ontime Dissatisfied w/
follow-up
Client 7 Ankara Very Satisfied Ontime Praise for FSN
covering energy
Client 8 Ankara Very Satisfied Ontime Praisefor FSN in

| zmir
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The former SCO could not explain why the products were late and indicated that he had delegated
respongbility for the program to the commercid attaché in Ankara and the PCO in Istanbul because he
was too busy to manage the programs. He said that if any delays occurred in March, it was because
March isan unusudly busy month for CS Turkey. Severa events, including the conferences for the
American Turkish Council and the Appaachian Turkish Trade Project, are held in March. However,
none of the delays in products and services we identified occurred in March. The SCO added that the
post kept in close contact with its clients to update them on the status of products and services.
Nevertheless, per the CS Operations Manual, the SCO is responsible for the quaity and timeliness of
al post products and services and should ensure that the staff meets established service schedules and
quaity standards. We note that the commercid ataché and PCO dso have arole to play in monitoring
the due dates of the post’s products and services, but that the ultimate responsibility rests with the SCO.

While CS Turkey has clearly provided severa excellent products and servicesin fiscd year 2002, its
performance has been inconsstent and more oversight is needed. We recommend that the new SCO
work closdy with hiscommercid attaché, the PCO in Istanbul and FSN staff to ensure thet al post
products and services are of high quaity and timely. Also, the SCO should review guideineson
customer care, particularly follow-up procedures, with the commercid attaché, the PCO in Istanbull,
and FSN staff. In addition, the SCO should consider (1) formd training for dl staff on customer care
and (2) establishing a mentoring system among FSN staff where more successful FSNs can be a
resource to less experienced FSNs. We recommend that the OlO Regional Director’ s office increase
its management oversight of the post and monitor its performance more carefully. We aso recommend
that CS management reiterate to the former SCO that he needs to better manage core products and
sarvices a his next pogting and that his failure to do so could jeopardize the reputation of the
Commercid Service.

NP

In responding to our draft report, the Assstant Secretary and Director Generd of the U.S. and Foreign
Commercid Service agreed with our recommendation and directed the SCO to adopt procedures, such
as multi-tier reviews by the commercia attaché and the PCO in Istanbul, to ensure the qudity and
timeliness of CS Turkey’s products and services. In addition, the SCO has directed dl staff to take
online training in customer service no later than June 30, 2003. He has dso developed a pilot program
where more senior commercia specidists mentor and help more junior colleagues on advocacy and
client counsdling. The actions taken meet the intent of our recommendations,

The Commercid Service a0 has taken steps to strengthen management oversight of CS Turkey's
performance, to include its core products, services, and export successes. Specifically, CS Turkey’s
Strategic Plan, which prioritizes the mix of products and services offered by post, will be compared with
the actua results achieved by the pogt. In addition, the staff in OIO’s Europe region will be informed by
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the Commercia Service' s Export Promotion Services when post’ s products and services are not
delivered on atimdly basis or to the satisfaction of the customer. The Commercid Service' s actions
mest the intent of our recommendations.

Finaly, the Commercia Service agreed with our recommendation that the former SCO be counseled
about his responshilitiesas SCO. The Regiond Director for Europe has met twice with the former
SCO as has the new Regiond Director for the Western Hemisphere who oversees the former SCO’s
next posting. They discussed management and training issues with him and the need to address any
wesknesses which may affect his ability to effectively and efficiently manage post operationsin the
future.

B. Reporting on market research and market devel opments needs improvement

Industry Sector Analyses (ISA) are market research reports that help U.S. companies assess market
opportunities for their products and services. A key Commercia Service product, I1SAs provide
information on specific indudtries, such as their market potentia, demand trends, market size,
competition, market access information, regulations, distribution practices, and key contacts.
Internationa Market Insights (IMIs) are brief reports on specific foreign market developments and
upcoming opportunities for U.S. businesses. Both ISAsand IMIs are provided free of chargeto U.S.
exporters through Commercia Service webstes or viathe Commercia Service' s domedtic offices.

We found that the mgority of CS Turkey’s |SAswere not submitted in atimely manner and that some
did not meet guiddines contained in the CS Operations Manual. Specificaly, 2 of the 11 submitted
did not include basic market statistics. We aso found that CS Turkey produced 75 percent fewer IMIs
infiscd year 2002 than it had in the previous year.

| SAs were not timely and some did not meet Commercial Service guiddines

At thetime of our August 2002, inquiry to Export Promotion Services (EPS), which coordinates |SA
production worldwide for CS, the post had not submitted any of the 11 1SAs it had scheduled for fiscal
year 2002, including one that the post chose to produce voluntarily. One ISA was nearly 9 months late.
As shown in Table 4, by the end of the fiscal year, post did meet dl of itsISA commitments with the
mgority of the reports submitted during the last 30 days of the fiscd year.
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Table4: Statusof Scheduled Industry Sector Analysesfor Fiscal Year 2002
(as of August 2002)

|SA Due Date L ocation Status
Eco-Tourism 09/30/02 | stanbul Ontime
Tourism Infrastructure

05/01/02 Ankara 4 monthslate
Hedting, Ventilation ~ 12/31/01 I stanbul 8 monthslate
Commercid Utility
Vehicles 06/10/02 |zZmir 2 monthslate

IT Trends 03/15/02 Ankara 5 monthslate
Defense 06/03/02 Ankara 3 monthslate
Energy Voluntary-N/A Ankara Completed
Energy Resources 03/15/02 Ankara 6 monthslate
Radiology 09/02/02 Istanbul Ontime
Renewable Energy 05/15/02 Ankara 3 monthslate
Safety, Security 09/16/02 I stanbul Ontime

Source: Export Promotion Services, Commercial Service

Submitting So many |SA reports late is a poor management practice and raises concerns about
management oversight and the pogt’ s ability to prioritize and handle itsworkload. More significantly,
U.S. exporters, particularly smal- and medium-szed firms, who rely heavily on ISAs, were deprived of
important industry information about Turkey’ s markets throughout most of the fiscd year.

While CS Turkey produced severa excellent ISAsin fiscal year 2002, we reviewed two on tourism that
lacked basic statistics on total market Sze, market trends, import market, competition, etc. While useful
information was provided in these reports, the reports were not very helpful to U.S. exporters making
crucia decisions about the gppropriateness of an industry sector for their particular products and
sarvices. In addition, U.S. exporters cannot make useful comparisons of different country markets
without having the same basic satistics for those markets. For these reasons, the CS Operations
Manual and EPS guiddines specify thet dl 1SAs should contain the same market statistics as cited
above. EPSindicated that if apost had difficulty finding market statistics on an industria sector, it could
target a subsector, which had more market information or select an entirdly new industry sector after
consulting with thelr office. The Manual further states that “ the SCO is ultimately responsible for the
[I1SA] program at post, in close cooperation with the SCO’s Regiona Director in the Office of
International Operations (OIO) .. .”"
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When asked about the problems with the post’s ISA program, the former SCO indicated that he did
not manage the program and was not aware of timeliness and quality issues. He said that he had
delegated the responghbility to the commercia attaché in Ankara and the PCO in Istanbul. The former
SCO did not know that the post had not submitted any of its ISA obligations at the time of his
departure, which was less than two months before the end of the fiscal year. He could not explain why
any of the ISA submissons were late. However, he did agree that the SCO is ultimately responsible for
the ISA program per the CS Operations Manual. We note that the commercid attaché and PCO also
have some respongbility for monitoring the post’s 1SAS, but the SCO is the one who should have
ensured that the ISA program was working well. We are dso concerned that OlO management was
not aware that the ISAs were late and that the reports did not always meet standards.

The new SCO indicated that the post has selected more appropriate | SA topics for fiscal year 2003
and he has adopted a two-deadline gpproach for dl ISAs. One haf of 1ISAswill be due in December
and the other half will be duein April of each fiscal year. In addition, he has changed the internd review
processfor ISAs. The commercid attaché in Ankarawill now review and gpprove dl 1SAs (including
those from Istanbul) to ensure consstency in qudity. In addition, the SCO redistributed guiddines on
writing ISAsto dl gaff viae-mail on October 10, 2002, per our recommendation. For fiscal year
2003, the current SCO has committed to producing 13 1SAs.

To correct the ISA problems at post, we recommend that (1) the SCO monitor the quality of ISAsand
direct the commercid attaché and PCO in Istanbul to work more closely with FSN staff and provide
mentoring to ensure consistent quality, (2) the Regiond Director provide more management oversight of
the post and better monitor its performance, and (3) the Commercia Service reiterate to the former
SCO that it is his responsihility, as an SCO, to manage the post’s ISA program per the CS Operations
Manual.

0N

In response to our draft report, the Commercial Service agreed with our recommendations to mentor
FSN staff and ensure consistency in the quality of al ISAs produced at post. 1n October 2002, the
new SCO sent detailed guidance on writing ISAsto al CS Turkey staff. The PCO and commercia
ataché will be held respongble for ensuring the quality and timeliness of 1SAs, but ultimate responsibility
for managing the post’s 1SA program will rest with the SCO. OIO/Europe will dso monitor the number
and timeliness of Commercia Service Turkey'sISAs. We bdieve that the actions taken or planned by
the SCO and OIO/Europe will address our concerns.
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Reporting on market developments through IMIs is poor

In fiscal year 2002, CS Turkey produced 14 IM1s™ down 75 percent from 2001. Ankara, which has
two officers and five FSNs produced no IMIs; Istanbul with one officer and five FSNs produced 7,
while 1zmir with one FSN produced 5 IMIs. Compared to other postsin the region (as shown in Figure
A), smdler posts with fewer officers and FSNs, such as the Czech Republic, are out producing
Turkey.™

Figure A: CSTurkey’'sIMI Reportingis Poor

O Turkey

O poland

O Czech Republic
O Hungary

Spain

F

FY 2000 FY 2001 FY 2002

Source: e-Menu, Commercia Service

Our review of the 14 complete IMIs produced by the post reveded that they are of high qudity and
contain useful information to U.S. exporters. However, the post should be producing more IMIs,
particularly in light of on-going privetization effortsin key sectors, such as telecommunications and
energy, which would be of great interest to U.S. exporters. While the CS Operations Manual does
not set afrequency or quotafor IMI submissions, we note that it does specify that one of the principal
activities of post is“to develop marketing and commercid intelligence for dissemination to the U.S.
business community . . ..” We emphasize that IMIs should contain timely market information,
particularly useful to samdl- and medium-szed firms. Unlike 1SAs, which have drict requirements, IMIs

" Commercial Service'se-Menu lists 14 IMIs completed by CS Turkey in fiscal year 2002. But, the post indicates that
just 12 complete IMIswere produced, as 2 IMIs were travel advisories.
12 Specific posts that might offer agood comparison to CS Turkey were suggested to us by OO and CS management.
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are flexible and can be used in many waysto report items of commercid vaueto U.S. exporters. IMIs
can dso generate more interest in ahost country if useful commercia information is conveyed.

The former SCO indicated that he did not manage the IMI program and was not aware that CS Turkey
produced only 14 IMIsin fisca year 2002. He could not explain why Ankara, which has two officers,
including the SCO, and five FSNs, did not produce any IMIsin fisca year 2002. The CS Operations
Manual specificaly gatesthat “The SCO is ultimately responsible for the [IMI] program &t post . . .”
and that “ SCOs are responsible for the qudity of dl IMIs” We note that the commercid attachéin
Ankara and the PCO in Istanbul should aso have been monitoring the post’ s production of IMIs, but
the SCO has ultimate respongbility for the program.

The new SCO has set apost target of 150 IMIsfor fisca year 2003. Heisrequiring that each
commercia specidist produce a minimum of two IMIs per month. In addition, the current SCO has
digributed guideines on writing IMIsviae-mall to dl gaff on October 10, 2002, per our
recommendation.

To improve IMI reporting, we recommend that the SCO monitor the production of IMIs at post and
work with the commercid ataché and PCO to ensure that al staff understand the IMI product, its
importance, and that it can be used to report more than just major project opportunities. We
recommend that the Regiond Director for Europe monitor the post’ s performance more closely and
provide more management oversight to post. We aso recommend that CS reiterate to the former SCO
that he must manage a post’s IMI program, which is one of his responsibilities as SCO.

—0 0=

The Director Genera, in responding to our draft report, agreed with our recommendations.
Specificdly, the new SCO has directed the PCO and commercid ataché to work closely with the staff
to provide guidance on writing qudity IMIs. The SCO has dso provided detailed guidance to the CS
Turkey gaff on how to write IMIs. The PCO and commercid attaché will be held responsible for
ensuring the qudity and timeliness of IMIs, but ultimate responsibility for managing the post’s IMI
program will rest with the SCO. OIO/Europe will monitor the post’ s products, including IMIs, to
ensure that it meets its core product gods, aslaid out in the post’s dirategic plan. The actions taken or
planned should address our concerns.

C. Market-driven products and services face serious decline
Infisca year 2002, CS Turkey experienced major declines in the number of market-driven products
and services, which include the Gold Key, ICPs, and IPS. Post dso offers the Platinum Gold Key and

Flexible Market Research service (see Appendix A for a description of these services), but no
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customers ordered this service in fiscal year 2002. Gold Keys declined by 45 percent (versus adecline
of 25 percent Europe-wide); 1CPs declined by 64 percent (versus an increase of 14 percent Europe-
wide); and IPS declined by 80 percent (versus an increase of 35 percent Europe-wide). Compared to
other posts, Turkey experienced the most severe declines with the exception of Hungary for the IPS

srvice.

Table5: CSTurkey Productsand Services Compared to Those of Other Posts
Change

Change

-45%

-64%

+30%

+400%

+136%

+300%

+27%

+100%

-15%

-25%

Source: e-Menu, Commercia Service

Many factors may account for the serious decline of market-driven products and services at pogt,

+14%

including the gtate of the Turkish economy, effects of September 11, 2001, and declining interest in
doing business in the region because of regiond conflicts with Irag, Iran, and others. However, the post
does have arole to play in marketing its products and services. One of the mogt effective vehiclesto

promote CS Turkey’ s products and services is through consstent and timely reporting of market

developments and commercia opportunities and making available high-quality market research products
on industrid sectors. We note that in fiscal year 2002, the post did not provide much timely market

information or market research to generate much interest in Turkey’s markets. However, the post

was

active in severa outreach events, such as the Appalachian Turkish Trade Project, the annua conference
of the American Turkish Council, the energy sector of Showcase Europe, Afghan reconstruction, and
many other events. These events were mostly targeted a U.S. firms (large and smdll) aready in the

region.

To generate more interest in the Turkish market, the post will have to work much harder and more

cregtively on outreach. CS Turkey will likely be aided in this endeavor by an economy, which is

recovering, a young and growing population with more than 50 percent under the age of 25, and a

vibrant underground economy, which accounts for as much as 30 to 40 percent of GNI. Thus, we

recommend that the SCO closely monitor the number of products and services ordered by customers

and congder additiona outreach events, which target small- and medium-sized firms, to generate
interest in the post’ s products and services, if necessary.

29



U.S. Department of Commerce Final Report | PE-15370
Office of I nspector General March 2003
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In response to our draft report, the Commercia Service agreed with our recommendations to monitor
the number of products and services ordered by customers and consider additiona outreach events.
The SCO isin the process of initiating a direct marketing campaign, using the BuyUSA.com database,
to be launched no later than March 30, 2003. In addition, the SCO is developing severa outreach
events that will target smdl- and medium-szed firms. While the Commercid Service' s actions appear
to meet the intent of our recommendations, we look forward to seeing details of the outreach program in
the Commercid Service saction plan.

D. Export successes need better management review

Our review revedled that in the past, CS Turkey has experienced serious problems with reporting

export successes, verification of export successes, and the capture of export successes. Infiscal year
1999, just one export success was reported; in fiscal year 2000, no export successes were reported.
According to the former SCO, the post did have export successes in these years, but it just did not
report them. Infisca years 2001 and 2002, 40 and 50 export successes were reported respectively,
after the former SCO redized, following his attendance at the regionad SCO conference for Europein
Budapest in 2001, that the reporting of export successes is atop management priority. In reviewing a
sample of the fiscal year 2002, export successes to assess quality and accuracy, we found that 8 of the
27 successes we reviewed were inaccurate—with problems ranging from overstated values to questions
about the extent of CS Turkey’ sinvolvement in the export action. Finally, we found that the post’s
many initiatives, particularly trade events, did not result in many export successesin fiscal year 2002.

Of the 50 export successes reported by post in fisca year 2002, only 5 were generated as aresult of
trade events or other initiatives. We believe that the post can train FSN staff to more effectively capture
export successes. |n addition, the post should reeva uate its trade events schedule and consider pulling
out of events that do not generate export successes.

Podt’ s performance on export successes has been incons stent

Asshown in Figure B, infisca year 2002, CS Turkey increased the number of its export successes by
25 percent from the previous year. Thisis commendable. However, the post had no export successes
in fiscal year 2000 (and only one export successin fiscal year 1999). We note that Izmir, which isa
one FSN office, produced 20 percent of the export successesin FY 2002.
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FigureB: CSTurkey’sInconsistent Performance on Export Successes
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The post’ s poor performance in fiscal years 1999 and 2000 is disturbing, particularly since U.S. exports
to Turkey reached their al-time high in 2000. In addition, the post generated 40 export successesin
2001, while Turkey experienced its worst economic crisis since World War 11 and increased this figure
by 25 percent in 2002.

Figure C: Other Posts Are Outperforming CS Turkey on Export Successes
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Source: E-Menu, Commercial Service
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In addition, CS Turkey may be under performing in generating export successes compared to other
amilarly szed posts, as shown in Figure C and Table 6. We note that posts with fewer officers and
FSN ga&ff, less U.S. exports and smdler economies, such as the Czech Republic and Hungary, dl
outperformed CS Turkey in the last two years. While Turkey hasthe lowest GNI per capitaof al posts
compared, it dso has one of the largest young and growing populations.

When asked about the post’ s performance in fisca year 2000, the former SCO indicated that he
understood that export successes were a management priority. However, since there are many
management priorities from Washington, he said that he was not clear where export successes ranked
among those priorities. He further stated that it was not until he attended the 2001 regional SCO
conference that he ascertained that export successes were atop management priority.  Thus, he did not
report any export successes he might have had in 2000, nor did he make a concerted effort to harvest
export successes. Thisis troubling because the Commercial Service uses export successes as one of its
primary measures of performance and defends its budget requests to Congress based in part on these
measures. Given his number of yearsin the Commercid Service, the former SCO’sreply is surprising.
We ds0 note that the commercia attaché and PCO do have arole in reviewing export successes, but
based on our review, we found that they aso did not make export successes a priority.

Table6: CSTurkey Performance Versus That of Other Posts

Country Export Staffing | US GNI Population | Adjusted Cost
Successes Exports | 2001 (millions) olo Benefit
2002 2001 ($in Resource | Modd
(change ($in billions) Allocation
from millions) Modd
2001)

Turkey 50 (+25%) | 3CO/11 | 3,094.6 . , . 39 Quintile | 4"
FSNs Quintile

EUR 1934
(+7.4%)

Poland 50 3Cor7 : : 39 Quintile | 2™
(-55.4%) | FSNs Quintile

Czech 11 2CO/5 : : ) 4" Quintile | 2™
Republic (+70.8%) FSNs Quintile

Hungary | 66 2CO/6 . : ) 5" Quintile | 4"
(+40.4%) FSNs Quintile

Spain 125 3C0/14 . ) 2" Quintile | 3¢
(+28.9%0) FSNs Quintile

Source: EMenu, U.S. Census, World Bank Statistics, Commercial Service Staffing Pattern, Commercia Service

Performance Data, 2000

Note: Adjusted OIO Resource Allocation Model is where the post should be performing. The cost benefit model is
where the post isactudly performing. Thosein thefirst quintile are the highest performers.
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The current SCO has indicated that export successes are his highest priority and that heisdigning al of
the post’ s activities to capture as many export successes as possible. Even so, we recommend that the
SCO closaly monitor the post’ s performance on export successes and that the Regiond Director for
Europe provide more scrutiny over the post’ s performance, particularly in light of the importance of
export successes to the Commercid Service. We aso recommend that CS management ensure that the
former SCO understands post responsibilities and objectives, including the importance of export
successes. We suggest that both the Regiond Director for Europe and the Regiona Director covering
the area of the former SCO’s next posting spend time with him to identify and address those
wesknesses that might adversdly affect his ability to effectively and efficiently manage subsequent podts.

0N

The Director Generd’ s response to our draft report stated that the Commercia Service agreed with our
recommendation and has taken steps to strengthen management oversight of CS Turkey’ s export
successes. Specifically, the Regiona Director for Europe sent the latest export success criteriato CS
Turkey and discussed with the SCO and PCO the need for gtrict application of headquarters' criteria
In addition, the response states that the Regiona Director read every export success for hisregion in
fiscal year 2002 and took corrective action on several export successes with the assistance of the O1O
Europe gaff. We recognize that this was no small undertaking given the number of countries thet the
Regiond Director must supervise. However, our review indicated that these actions were not enough to
ensure the accuracy of export successesin Turkey. Initsaction plan, the Commercid Service
management needs to outline what additiona steps can be taken to ensure the integrity of this most
critica performance measure.

The Commercid Service' s response to our recommendation regarding counsding and training for the
former SCO is discussed on page 24.

Some export successes are problematic

Our survey of 27 randomly selected export successes (nine for each location in Ankara, Istanbul, and
Izmir) in fiscal year 2002 revealed that 8, or nearly 30 percent, of the export successes are problematic.
The CS Operations Manual describes export successes as.

= Anactud verifiable export sde — shipment of goods or delivery of services.

= Thelegdly binding Sgning of an agreement, including agent/ditributor, representation, joint
venture, srategic dliance, licensng, and franchising or the signing of a contract by the client,
with sales expected in the future.™®

B The signing of acontract and an export saleimmediately thereafter (within three months), related to the same
contract, must be reported as a single export success.
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» Resolution of atrade complaint or dispute on behdf of the client—avoiding harm or loss.
= Removd of amarket access barrier, including standards, regulations, testing and certification—
opening amarket for U.S. firms.

We found that in five instances post reported anticipated or expected sales for export vaue rather than
actua saesasrequired in the CS Operations Manual and OlO guidelines. The Operations Manual
specificaly satesthat “ projected or anticipated saes, etc. are not alowed on the dollar vaue line of the
report as the sales have not yet been consummeated.” Post agreed that al five export successes that we
guestioned contained incorrect dollar vaues.

Pogt officids added that most of their information is obtained from Turkish importers rather then the
U.S. exporter. Whileit iseaser to work directly with the Turkish importer, we emphasize thet the
customer isthe U.S. exporter and not the Turkish importer. As such, al information should be verified
with the U.S. client.

We aso found that an additional three export successes we reviewed are questionable for reasons other
than problems with reporting anticipated or expected sales rather than actud sdes. Thefirgt ingtance
involved visa ass stance requested by a U.S. exporter through a CS domestic office. The U.S. exporter
was trying to obtain U.S. visasfor its Turkish customersto travel to the United States for training. The
post successfully facilitated the visas and then reported an export success worth $500,000. But, the
U.S. company indicated to us that the sde of equipment, worth $500,000, had been made prior to the
request for visaassstance and that the sale was not contingent on the issuance of the visasto its
customers. Training could have been arranged on site in Turkey.

Post agrees that the dollar vaue for this export success should have been zero, but they dill bdieveit is
alegitimate export success. We disagree. While CS Turkey was clearly helpful to the U.S. exporter,
its assistance has not resulted in any sdes, future saes, agreements Signed, etc., at thistime. Sdesmay
result in the future, but not at the time the export success was reported. Post officids indicated that they
obtained this visa assstance request from the &. Louis U.S. Export Assistance Center, which may aso
have inaccurately reported it as an export success.

The second questionable export success in this category was reported as a $600,000 sale. According
to the U.S. exporter, the amount should have been $60,000. In addition, they indicated that they have
had a long-standing relationship with the Turkish customer for nearly 15 years and that aslong as they
keep their prices reasonable, this customer continues to buy from them. They emphasize that they hed
no contact with the Commercid Service domestic office or CS Turkey with regard to this transaction.

Post indicated that the extra zero was a typographica error, and the correct amount is $60,000. B,
despite the U.S. company’ s remarks, they gill believe that they have alegitimate export success
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because of the counsding and support provided to the Turkish importer. Asaresult of their efforts,
post officids maintain that the Turkish importer placed an order with the U.S. exporter. We do not
doubt that the post has been asssting the Turkish importer and that its assistance has resulted in export
successes. However, we do not believe that this particular export success was due to the post’ s efforts
given the background provided by the U.S. company.

The third questionable export success was reported as a contract signing, which generated a $25,000
royaty payment. Post incorrectly reported this export success as being generated by adivison of a
U.S. company that the post had assisted during atrade mission. In fact, the payment was received by
another divison of the same company and according to the company, neither the post nor the
Commercia Service domedtic office contributed to the reported export success. Ironically, the post’s
efforts did result in an export success (the signing of aletter of intent) for the company’ s divison that the
post did assgt, but CS Turkey reported the wrong export success. This confusion resulted from the
post’s over dependence on Turkish sources for export success information and poor due diligence by
post to verify export successes. Pogt officials concurred that the export success they reported was
incorrect.

CS Turkey’ s reporting of projected or anticipated sales and questionable export successes resulted in
an overdlam in excess of $1.6 million in fiscd year 2002, as shown in Table 7 on the next page. In
addition, severd narratives of export successes we examined contained typographical errors or needed
editing for content and ease of reading. We bdieve that these discrepancies and quality control
problems occurred because (1) post staff did not aways adhere to CS Operations Manual guiddines
for performance reporting and (2) there was alack of management oversight by the SCO and the
Regiona Director for Europe. The Manual satesthat “ SCOs are responsible for providing qudity
control for performance reporting.” It aso states under Washington responsibilities that “ Office
Directors spot-check Export Successreports. . . .”, which the Regiond Director for Europe says that
he did for the fiscal year 2002 export successesin hisregion.
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Table7: CSTurkey’sProblematic Export Successes

Export Success Legitimate Discrepancy
Export
Successes

Ankara $400K $0 Yes $400K

| stanbul $80K $36,725 Yes $43,275

I stanbul $80K $39,761 Yes $40,239

I stanbul $25K $0 No $25K

I stanbul $500K $0 $500K

[zmir $6K $1,203 Yes $4,797

lzmir $20K $2-3K Yes $17K

|zmir $600K $0* $600K

Total $1,745,690 $81,689 $1,664,001

Source: Commercia Service's Client Management System export success database
* The post disagrees with our conclusion on these points. See report text for more information.

When asked about the problems we found, the former SCO said that he had not been managing the
export success program. At the time, he believed that it was more important to spend histime on
counsdling companies than reporting on past activities. He understands that he is responsible for the
qudlity of export successes. He indicated that he should have paid more attention to the program, but
was too busy to do so. We note that the commercia attaché and PCO could have hel ped the SCO
review export successes, but that post priorities and management oversight are the responsibility of the
SCO. Findly, the Commercid Service dso has a contractor who is responsible for verifying the
accuracy of export successes, but given the number of problematic export successes we found, the
contractor may not be doing an effective job of reviewing export successes.

We recommend that the new SCO read, review, and approve each export success and require
appropriate due diligence in reporting of export successes. This includes verifying export successes with
the U.S. company and not just the Turkish importer, distributor, or partner. We reiterate that the
customer isthe U.S. exporter, not the Turkish party. We aso recommend that the Commercid Service
revise its Operations Manual to explicitly state that al export successes must be verified with the U.S.
client. The Regiond Director’'s office must aso provide further management oversight of export
successes. In addition, we recommend that the contractor hired by the Commercia Serviceto review
export successes take random samples of export successes (not just those that look suspect) on a
periodic basis to help ensure the accuracy of export successes. To correct the accuracy of the export
success database for CS Turkey, we recommend thet it be revised to reflect our findings.
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For CS Turkey, the Commercid Service agreed with our recommendation that the post should verify dl
export successes with the U.S. exporters. Effective January 1, 2003, the post will confirm dl export
successes with the American firms.  Further, the new SCO has ingtituted procedures whereby he
reviews and approves al export successes. With regard to CS Turkey, the SCO' s actions meet the
intent of our recommendation.

The Commercid Service' s response to our draft report stated that the Office of Planning is consdering
our recommendation that the CS Operations Manual explicitly ate that all export successes must be
confirmed with the U.S. client. Given the extent of discrepanciesin CS Turkey’ s export success reports
asdiscussed in this report, the Commercia Service should consider adopting additiona measuresto
ensure the integrity of export successes. One of the best ways to do thisisto verify export successes
with the U.S. client. While the processis time consuming, it is a necessary step, which can be integrated
into the client follow-up work required of the pogt, as dready called for in the CS Operations Manual.
We request that the Commercia Service provide an update on actions taken to address this
recommendation in its action plan.

The Commercid Service agreed with our recommendation suggesting that the contractor hired to review
export successes (a very positive step by the Commercid Service) take random samples of export
succeses to verify their accuracy. Management has requested quarterly reports of her findings. The
Service clearly recognizes the importance of maintaining the integrity of export successes, which are
reported to Congress. We must emphasize, however, that the Commercia Service should not rely
solely on the work of the contractor. The quality of the contractor’s work must so be reviewed. Our
review of export successesin Turkey revealed serious problems, even though these export successes
had been reviewed by the contractor. Of the 27 export successes reported by CS Turkey in fiscal year
2002, 8 or nearly 30 percent were problematic with 95 percent of the dollar value of the post’s export
successesin question. We bdieve these figures are too high. In addition to efforts undertaken by the
Regiona Director for Europe and the contractor, the Commercid Service must consider taking
additional measures to ensure the integrity of export successes. For instance, mandate that export
successess be verified with the U.S. dlient as part of the follow-up procedures required of post inthe CS
Operations Manual, as we recommended. We request that the Commercia Service s action plan
address these concerns.

Findly, the Commercid Service has updated its export success database to reflect our findings. We

have confirmed that the updates are in place. The Commerciad Service' s action meets the intent of our
recommendation.
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More export successes should be generated from post’ s events and initiatives

CS Turkey is an active post with many trade promotion activities and initiatives. As noted above, it is
the lead coordinator on the energy sector for “ Showcase Europe’ and is active in severa trade events
and initiatives, induding the Appaachian Turkish Trade Project and American Turkish Council events.
We noted that the post’s many initiatives, particularly trade events, did not result in many export
successes in fiscal year 2002. We reviewed the narratives of the 50 export successes reported by post
infisca year 2002 and identified only five export successes (or 10 percent of total successes), which
were generated from post participation in trade events and initiatives, as shown in Figure D. Thetotd
dollar vaue of these export successes is $35,600, with one export success (worth $25,000) being
guestioned in the previous section. Compared to the time, effort, and monies spent on these initiatives,
post should be capturing more export successes. We fully understand that export successes take time
and sometimes results of the post’s efforts will not be redized for years. However, we aso note that
the post is reporting export successes generated by efforts from previous years.

FigureD: CSTurkey' sActivities Generating Export Successesin Fiscal Year 2002

O Advocacy

10% 10% 6% O Counseling

6% O Commercial News USA

14%

O Trade Eventsand I nitiatives
4% B Trade Complaints
2% Customs

2% IPS

20%
O Gold Key

26% BuyUSA

gicp

Source: CMS Export Success Database, Commercial Service

To maximize opportunities to generate and capture export successes, we recommend that the post
reeva uate its trade promotion program to better balance the time and resources devoted to trade events
and initiatives, including those that are mandatory, which do not result in export successes. The post
must participate in mandatory events, such as the Appalachian Turkish Trade Project and some
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Showcase Europe events. However, itsleve of involvement should be ba anced with the needs of
maingtay programs, including core products and services, which generate export successes. In addition,
the SCO should commit more time to mentor the commercid attaché and PCO, so they in turn can train
their FSN staff to more effectively capture export successes from trade events and initiatives. We
believe that many more export successes could be captured if FSN staff received additiona training and
coaching. For instance, emphasis should be placed on improving follow-up on trade events by FSN
gaff. The business community and multipliers praised the post for its handling of severd high-profile
eventsin fisca year 2002 including the Appaachian Turkish Trade Project Conference and the
“PowerGen Europe” trade show, which is a Showcase Europe event. However, very few export
successes were generated from these events. Given the reported success of these events, we believe
that some export successes may not have been captured because of either inadequate training of FSNs
or inadequate follow-up with participating companies. Findly, the post should not hesitate from
withdrawing from trade events that do not produce export successes and are no longer appropriate for
the market.

0N

In response to our draft report, the Commercia Service agreed with our recommendations to reevaluate
CS Turkey’ strade promotion program. Under the new fiscd year 2003 Strategic Commercid Plan,
the post will target only products and services that result in export successes. The SCO will monitor
progress during the course of the year and make any adjustments that may be required. We believe the
actions taken or planned will address our concerns.

39



U.S. Department of Commerce Final Report | PE-15370
Office of I nspector General March 2003

[Il.  Financial Operationsand Administrative Matters Are Generally in Order, but
Some Problematic Areas Need to be Addressed

In generd, we found that many of CS Turkey’ s financial management and adminigtrative operations that
we reviewed were functioning effectively. Specificaly, assets were accounted for and appropriately
used. Coallections, inventory, time and attendance records, budget, and procurements were properly
managed. Much of the credit for the sound financid management and adminidrative operations that we
reviewed at post hasto go to the two adminidrative assstants, one in Ankara and onein Istanbul, who
are dedicated to running a smooth operation. While they have taken some formd training for their
positions, much of their expertise has been gained “on the job” by being organized, attentive, and
seeking guidance from headquarters when something is not clear.

Neverthdess, some key adminigtrative and financia management areas need to be addressed.
Representation funds were used for parties that appeared to be of a personal nature aswell as bulk
acohol purchases, not dlocated to specific events, contrary to Commercia Service guidelines. Motor
vehicle usage dso did not appear to comply with regulations. Specificaly, some persond use of the
vehicles occurred, but the vehicle logs were not adequately completed to enable us to determine the
extent of such use. We aso learned that supervisors were unaware that an officer was delinquent in
paying a government-issued travel card by nearly five months, resulting in the card being cancelled. In
addition, we found problems with the petty cash fund in Izmir that require better oversght by the SCO
and commercid attaché. Finaly, the pogt is effectively managing its use of the State Department’s
support services, Internationa Cooperative Adminisirative Support Services (ICASS). Specifically, in
recent years, the post has reduced both its usage of ICASS and the number of ICASS servicesit is
participating in. However, we were able to identify afew categories where cuts could be made to
further reduce ICASS costs.

A. CSguidelinesfor representation funds were not always followed

Commercid Service guiddines were not dways followed for the use of representation funds during
fiscal years 2001 and 2002. Specifically, most of the $7,900 in representation funds was used for
various parties that appear not to be of an officid nature and bulk acohol purchases, which were not
alocated to specific events, as required by Commercid Service guiddines, aswell asfour farewdl
parties for departing Saffers, which are discouraged by the guiddines. Representation funds are
expresdy limited by Congress and are to be used for officid oversess entertainment that furthersITA’s
mission objectives. Commercid Service guiddines require that there must be a clear demongtration that
representation fund expenditures directly promote U.S. foreign policy interests and are not for persona
recregtion. Further, the guidelines state that employees should know the difference between “socia
entertaining” and “officia representation.”
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The Foreign Affairs Manual and the CS Operations Manual provide guidance on the use of
representation funds to be followed by personnd. In generd:

= TheU.S. presence, officid and private, should be lessthan hdf the total guest ligt. In addition,
representation events should reflect a good amount of host country or foreign guestsin
attendance. Asatarget, 50 percent of the guest list should consist of foreign nationals,

=  Smadler events are preferable to larger ones,

= Expenditure of representation funds on gifts for departing colleagues or contactsis not an
effective use of funds,

= Thecos of bulk liquor purchases cannot be clamed in lump sum but must be adlocated to
specific representationa events,

* Representation funds are not to be used to maintain morale by providing hospitdity for
Commercid Service gt&ff, and

» Repstitive entertainment of the same individuals should be avoided.

In addition to the aforementioned guidelines, on February 1, 2000, the Deputy Assistant Secretary for
Internationa Operations at the time, sent an e-mail to al Commercia Service employees, that included
“standard practices’ that every Commercial Service employee overseas should make part of standard
operating procedure. This e-mail specifiesthat the purpose of representation funds should be to
develop new contacts and degpen existing relationships, rather than to say goodbye to departing
employees.

CS Turkey’ s representation budget for fiscal year 2001 was $3,500. Of that amount, we identified
$2,257, or 64 percent, that we believe was not spent properly or in accordance with Commercid
Service guidance. For example, two farewell parties were hosted for departing staffers. On April 18,
2001, approximately $500 was spent on afarewel | reception for the departing PCO in Istanbul, and on
September 25, 2001, afarewell reception for aretiring FSN was held, costing nearly $700. Lastly, on
October 24, 2000, and September 29, 2001, two bulk purchases of acohol were made, which totaled
$1057. Thispracticeis not dlowed under Commercid Service guidelines unless the liquor purchased is
alocated to specific representational events, which did not occur.

CS Turkey' s representation budget for fiscal year 2002 was increased to $4,400. Of that amount, we
identified $2,399, or 54 percent, that does not appear to have been spent in accordance with
Commercia Service guidance. Specificaly, on April 6, 2002, a Commercid Service officer and his
wife hosted areception at their residence, which cost over $1,600. The invitations for the event made
no mention of the host’ s officia position, the Commercid Service, or the U.S. embassy—they smply
dated the officer’s name and his wife's name as the host and hostess. According to the guest list
submitted, only 29 of the 74 guests, or 39 percent, were Turkish. The remaining guests consisted of
American embassy employees, Commercid Service gaff, and foreign diplomats from other embassies.
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Generdly, foreign diplomats are not invited to officid receptions with key contacts because of the risk of
sharing crucid government contacts with competitors. Usudly, the only function where foreign
diplomats are invited to attend are welcome receptions to introduce new Commercia Service officersto
the locd diplomatic community. In discussons with us about this event, the Commercid Service officer
who hosted the event fdt that it was avery effective and appropriate use of representation funds.

Representation funds were aso used to host two farewdll receptionsin 2002. These parties cost atotal
of $778. While the use of representation funds for farewell partiesis discouraged by the guidelines set
forth in the CS Operations Manual, the e-mail from the former Deputy Assistant Secretary for
International Operations in February 2000, specified that the purpose of representation funds should be
to develop new contacts and degpen exigting relationships, rather than to say goodbye to departing
employees.

To correct these deficiencies, we recommend that the Commercia Service determine whether
representation funds were misused and take appropriate action.

Lagtly, our review revealed some incondgstencies and confusion surrounding the Commercid Service's
guiddines governing the gppropriate use of representation funds. For example, although Commercia
Service officers are awvare that the 50- percent rule on invitees refers to host country guests, the CS
Operations Manual does not explicitly sate this fact and leaves room for misinterpretetion. We
understand that there might need to be some exceptions to this rule, such as for welcome receptions,
efc., but these exceptions need to be clearly set forth in the Manual. Thus, we recommend that the CS
Operations Manual be updated and clarified to more clearly reflect the Commercia Serviceg's
representation fund policies, particularly with regard to the 50-percent rule and the use of representation
funds for farewel parties, so that there is no confusion or room for misinterpretation. Any changesin
policy regarding proper and improper use of these funds should be sent out as adirective to al SCOs.

0N

The Assstant Secretary and Director Genera of the U.S. and Foreign Commerciad Service' s response
to our draft report stated that information about the representation events identified in our report will be
reviewed.

In response to our finding about the lack of clarity and inconsstenciesin the policy on the use of
representation fundsin the CS Operations Manual, the Director Generd stated that the Office of
Panning is currently editing and updating the Manual to include the changes recommended in our

report. In addition, the Director General indicated that the Deputy Assistant Secretary for International
Operaionsisfindizing amemo to dl Commercid Service officers to remind them of their responsibilities
regarding the proper use of representation funds. While we have not reviewed the proposed changesto
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the CS Operations Manual or the memo to the officers, we believe that these steps should be
responsve to our recommendation, especidly if the new policy clarifies the 50 percent foreign nationa
rule and other ambiguitiesin the current policy. We request that the Commerciad Service provide a
copy of these documents with its action plan in response to the find report.

B. Motor vehicle usage did not comply with CS policies

At thetime of our vigit, CS Turkey had three government-owned vehicles, with afourth vehicle
expected to arrive shortly after our departure. Two are located in Ankaraand onein Istanbul. The
new vehicle will be going to Istanbul. We reviewed the vehicle logs in both locations to ensure that the
vehicles were being used appropriately and in accordance with al gpplicable policies and regulations.

In Ankara, while the logs meticuloudy tracked the odometer readings, as well as the points of departure
and degtination, the logs did not include dates. Further, athough the logs listed dl trips as officid usage,
some trips gppeared to be of a persond nature. For example, the log includes severd tripsto a Turkish
home furnishings store, as well as numerous trips (Sometimes two trips in the same day) between the
embassy and an officer’ s resdence.™

In Istanbul, contrary to Commercia Service policy, there was no vehicle log maintained until mid-July
2002, two months before our vist. Prior to duly, alog was kept only for about one month in August
2001, at the Regiond Director for Europe s direction. Based on our review of the limited logs, vehicle

usage in Istanbul appears appropriate.

The vehicle logs used during fisca years 2001 and 2002, in both Ankara and Istanbul, gave the
driver—not the passenger—the responsibility to certify whether the car usage was officia or personal.
This puts the Commercid Service driversin the difficult position of having to ascertain whether atrip by
thelr superiorsis officid. We bdieve that thisis not an effective interna control.

Title 31 of the United States Code, Section 1344 (a) prohibits the use of a government-owned or
leased vehicle for other than officid purposes. With rare exceptions, the term “officia purposes’
specificaly excludes trangportation of officers or employees between their places of residence and place
of employment, or any other place of busness. The CS Operations Manual aso expresdy prohibits
any persona use of aCommercid Service vehicle unless highly unusua circumstances present a clear
and present danger, an emergency exigts, or when other compelling operationa considerations make
such trangportation essentia to the conduct of officia business. In addition, according to Department
Adminigtrative Order 202- 751, the pendty for the use of or alowing the use of government motor

“While dates were not included in the logs, the logs specifically stated departure and destination as “embassy to
residence two times” asoneentry.
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vehicles for other than officia purposes ranges from a mandatory 30-day suspension for the first offense
to removal. The Order dso Sates that each Situation shdl be considered on its own merits.

We reviewed the misson’s vehicle usage policy that was effective during the period of our review and
found that it did not cite any exceptions to the sandard regulations. The CS Operations Manual aso
dates that the SCO and PCO have the following responsibilities for government-owned vehicles:

= Adherenceto post policy for authorized use as established by the Chief of Mission,
= Maintenance of the Daily Use Record (vehicle usage log),

=  Preparation and submisson of annud vehicle inventory,

= Vehicle maintenance and repairs and safety ingpections, and

= Coordination of vehicle replacement and disposa with HQ and post personndl.

Moreover, the CS Operations Manual differentiates between appropriate and inappropriate use of
drivers. Specificaly, appropriate use of driversincludes:

= Trangportation of officers and gaff to officid business functions,

= Courier sarvice for officid trips of Commercid Service personnd,

= Airport/hotel pickup when loca transportation is not safe or gppropriate, and

=  Trangportation of temporary duty personne when loca transportation is not safe or gppropriate.

Inappropriate use of drivers includes transportation between office and residence or vice versa, usage
outside of normal business hours, for personal use, and use by dependents.

To ensure compliance with law and Commercia Service policy, we recommend thet the vehicle logsin
Ankara be reviewed to determine whether usage was in accordance with government policies. If not,
the Service should take gppropriate action. In addition, the Commercid Service should reiterate to dl
SCOsits policy on the use of government-owned vehicles, including the prohibition of persond use and
maintenance of an accurate and complete vehiclelog. Findly, the Commercid Service needs to ensure
that its policies are consstently followed.

Based on our discussons while at post, the new SCO has taken steps to ensure that vehicle logs are
properly maintained for dl vehiclesin both Ankaraand Istanbul. He has gpproved use of anew log that
includes dates and requires the passenger—not the driver—to certify whether the usageis officid or
personal. A log isto be completed for each vehicle on adaily basis, and the SCO and PCO will review
the logs periodicaly to ensure that they are being accurately completed, as required by Commercid
Service policy.
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Finaly, since the end of our fidldwork, Istanbul received its new vehicle. The older car in Istanbul, a
Ford Explorer, appears to be having some maintenance problems. The PCO gated that she would like
to keep both cars because of the many visitors to Istanbul, and to haul luggage so the new vehicle can
remain in good condition. We suggested that the current SCO and PCO review the costs associated
with keeping the older vehicle, determine whether it was necessary to maintain two vehiclesin Istanbul,
and surplus or transfer the vehicle to another post or agency if keeping it cannot be judtified.

—0 0=

In responding to our draft report, the Director Generd stated the Serviceis reviewing the vehiclelogsto
determine whether usage was officid or persond. We ask that the Commercia Service advise us of
any actions taken in this matter.

With regard to our recommendation to remind SCOs and PCOs of the policies governing use of
government-owned vehicles, the Director Generd stated that assurance that officid vehicles are not
being used for persona useisincluded in the SCO Adminidrative Certification, anew tool that O1O
management implemented in early fiscd year 2003, to help SCOs better manage their posts. She aso
dated that the Regiond Director for Europe and the Deputy Assistant Secretary for International
Operations have emphasized viaemails to Commercia Service Turkey, aswell as al Europe posts,
how important it is to adhere to Commercid Service policies, and reiterated the officid vehicle usage
policy. Additiondly, the Deputy Assstant Secretary for International Operations will include this
subject in the series of adminidtrative reminders that are sent to al officers and posted on the
Commercid Service intranet webste. We bdieve that the Commercia Service s actions, asoutlined in
its response, are responsive to our recommendation.

Asfar as maintaining complete vehicle logs in Turkey, the Commercia Service s response to the draft
report sated that the new SCO has aready implemented this recommendation in Ankaraand Istanbul.
And, findly, the Commercid Service agreed with our recommendation to review the costs associated
with keeping the Ford Explorer in Istanbul and stated that, as a result, post will ether transfer the
second vehicle to another agency or sdll it in Istanbul as soon as the formalities are completed.

C. Travel card statements need to be sent to the appropriate supervisors

As part of our ingpection, we reviewed dl of the government-issued travel card records for the
American officers at post and determined whether they had followed established procedures for the
travel card program. All officers were current on their travel card payments at that time. However, one
officer had not paid atravel card bill of over $13,000, for a period of nearly five monthsin 2002, and as
areault, the officer’ stravel card was cancelled in July 2002. The ddinquent charges were paid in three
payments between July and September 2002.
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We dso found that the officer’ s supervisors were unaware of the delinquency and had not followed the
ITA policy, which prescribes specific pendtiesfor travel cardholders who are ddinquent in paying their
accounts. Clearly it isimportant for direct supervisorsto be aware of such infractions so that they may
work with the employee to ensure bills are paid in atimely manner. While ITA adminigrative g&ff in
Washington, DC, were aware of the infraction and notified Commercia Service top management, this
information did not get to the officer' simmediate supervisors. To correct this problem, we recommend
that the Commercid Service work with ITA saff reponsible for overseeing the travel card program to
ensure that notices of non-payment of travel card charges are sent to the officers immediate
supervisors, including the appropriate Regiona Director and, for PCOs and other junior officers, aso
the SCO.

0N

In her response to our draft report, the Director Generd stated that the Regiond Director for Europe
sent a Europe-wide message to al commercid officers on December 20, 2002, outlining the Federa
Travel Regulations and the pendtiesinvolved for cardholders who are delinquent in making paymentsto
their Citibank travel card account.

With regard to our recommendation on ensuring that delinquent travel card notices are sent to the
appropriate supervisors, the Director Generd stated that OlO now has an agreement with the Office of
Organization and Management Support to give the Deputy Assstant Secretary for International
Operaions and dl four Regiona Directors a copy of the ddinquent officers travel card lidt.
Additiondly, the Director Generd indicated that OlO has asked the Office of Foreign Service Human
Resources to include OIO on the digtribution list for reports on delinquent employee travel card
accounts. We believe that the Commercid Service s new agreement with the Office of Organization
and Management Support is a positive step toward informing supervisors of payment problems
involving employee travel card bills. Such actions meet the intent of our recommendation.

D. Better oversight is needed for 1zmir’ s petty cash fund

CS Turkey is effectively managing the petty cash funds maintained in the Ankara and Istanbul offices.
At both locations, we reviewed interna controls and management procedures, and conducted a cash
count. We found petty cash funds were properly balanced, expenditures were supported with origina
receipts and for appropriate expenses, and replenishment vouchers were submitted as required. Petty
cash funds were dso physicaly safeguarded in both locations.

We did, however, note significant problems with the petty cash fund in Izmir. Specificdly, the FSN in
Izmir set up an officid bank account during 2001 for the petty cash fund. According to the FSN, this
was done to make bill paying easier and to facilitate direct deposit for replenishments from Ankara.
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However, since the officid account was opened, the FSN has co-mingled her persond funds with
officid funds to make up frequent shortfalsin the petty cash account. Further, the embassy’ s budget
and fiscal office in Ankara has routindly and erroneoudy deposited the FSN's persond travel
reimbursements and other miscdllaneous items—which should have been deposited to her persond
account—into the officia account. The FSN stated that no one had ever contacted the budget and
fiscal office to correct this problem. Additiondly, she stated that no American officer had ever
performed a verification of the petty cash fund.

The CS Operations Manual requires that an American officer perform periodic, unannounced
verifications of petty cash funds a least once each month. Commercid officers from Ankara oversee
the Izmir operation, and as such, they travel occasonaly to Izmir in conjunction with post operations
and events, athough not necessarily monthly. However, despite the fact that officers occasionaly
traveled to 1zmir, periodic petty cash fund checks did not occur. While we noted no problems with the
payments made from the petty cash fund, both the co-mingling of funds and the lack of outside, required
verification by an American officer areinterna control weaknesses.

During our review, we contacted the budget and fisca officer and notified him of the erroneous
deposits. He was not aware of the problem and noted that there were two different account numbers
for the official account and the FSN's persond account. He stated thet, in the future, the budget and
fisca office would try to differentiate between the FSN's persond and officid payments.

No American officer had performed a periodic verification of 1zmir's petty cash fund in the last five
years. The former SCO traveled to Izmir on a quarterly basis, however, he stated that dthough he
knew that periodic cash counts were required, there were other priorities during hisvisits. We
recommend that the new SCO or commercid attaché perform unannounced, periodic reviews of CS
|zmir’s petty cash fund, as required by Commercid Service policy. Sinceit is not feasible to conduct
these checks monthly, the checks should coincide with commercid officer visitsto Izmir.

0N

In response to our recommendation, the Director General stated that the new SCO has aready
implemented interna controls to ensure that 1zmir’ s petty cash fund is periodicaly reviewed and thereis
no co-mingling of funds. These actions meet the intent of our recommendetion.

E. Post actively manages its | CASS participation, but further steps can be taken to
reduce | CASS charges

ICASS isthe State Department’ s platform to provide administrative services to government agencies
overseas based on an equitable digtribution of costs. It is essentidly a cost-sharing system. The
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objectives of ICASS are to (1) obtain quality services at the lowest cogt, (2) encourage use of the best
and most economica service provider, (3) provide participating agencies with a greater voice in the
adminigrative decision-making process, (4) provide atransparent system of cost-sharing and
reimbursement for services, and (5) ensure user satisfaction. The services are usudly provided by the
State Department’ s Adminigtrative Section at post, which includes the personne office, budget and
fiscdl office, generd services office, information management office, medica unit, and security office.

A locd ICASS Council has the authority to manage the resources dedicated or alocated to shared
adminigrative support activities. Similar to a corporate board of directors, the Council isresponsible
for overal management including the cogt effective use of resources, the selection of service providers,
the establishment of customer service standards, and the setting of priorities for the ddivery of
adminigrative services. The commercia atachéisthe ICASS Council Chairman in Ankara. During our
time at pogt, we atended an ICASS Council meeting and noted that the commercid attaché effectively
managed the meeting and discussion of important issues.

CS Turkey’sICASS hills for fisca years 2001 and 2002 were $266,323 and $291,677, respectively.
We found that these amounts are significantly higher than those a other Commercia Service postsin
Europe. But, upon reviewing documentation at post, we concluded that there are smply some higher
operating cogts in Turkey, such asfor increased security. Based on our review, we determined that one
way post could reduceits ICASS hill is by obtaining and using credit cards for more purchases.
Increasing credit card usage enables posts to reduce ICASS charges by submitting fewer vouchersto
the embassy for processing. In addition, DOC policy states that the purchase card should be used
whenever possble in making smal purchases for officia business. Previoudy, only the former SCO had
a purchase card, which was not used very often.

The new SCO has directed the PCO and commercid attaché to each apply for a $25,000 limit
purchase card and the administrative assistants in Ankara and Istanbul to gpply for $2,500 limit cards.
Both the administrative assstants and the commercid attaché have dready completed the required
online training necessary for obtaining a credit card. However, despite numerous requests from the
SCO, the PCO has not yet taken the training, which takes approximately one hour to complete. When
we questioned the PCO about the training during our visit, she told us that other tasks have prevented
her from finding the time to take the training. Subsequent to our visit, the PCO told usthat she tried
severd times to take the training, but found the website for the training was not functioning.

However, we question whether a $25,000 limit card is needed in Istanbul and suggest that the PCO
should only serve as the gpproving officia for the adminigtrative assstant’ s $2,500 limit purchase card.
In discussing thisissue with the new SCO, he stated that a $2,500 purchase card should be sufficient for
Istanbul’ s purposes. B, it is still necessary for the PCO to take the mandatory training so that she can
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serve as the gpproving officid for the adminigtrative assstant. Therefore, the post cannot begin to
reduce its ICASS charges until the PCO takes the training.

Currently, ICASS charges to process each voucher are $29 in Ankaraand $46 in Istanbul. Since the
ICASS codts in Istanbul are nearly double thosein Ankara, it isimportant that the PCO follow the
SCO'sdirection in this matter. Also, CS guidelines encourage posts to use credit cards as much as
possible to purchase office supplies, for smal procurements, and other purchases.

The post can aso reduce ICASS charges by increasing its petty cash fund amount and using it to pay
for smal purchases. The commercid ataché has aready asked the budget and fisca office to increase
the Ankara petty cash fund from 400,000,000 Turkish lirato 1,000,000,000 (approximately $400).
This should enable the post to further reduce its ICASS bill because the number of vouchers submitted
will be reduced. Lastly, the pogt is currently paying approximately $1,300 annualy for two warehouse
gorage unitsin Ankaraand Istanbul. CS Turkey staff told us that these storage units contain mainly
obsolete furniture and equipment. We recommend that the new SCO inventory these storage units and
determine whether they are necessary. If the SCO determines that the storage units are not needed, the
post should surplus, sell, or discard the items in storage and opt out of thisICASS service. Also, as
discussed above, we recommend that the PCO take the on-line training immediately.

—0 0=

The Director Generd, in responding to our draft report, stated that CS Turkey has inventoried the two
storage units and has decided to sl or dispose of the mgjority of the contents. Oncethesdeis
completed, the post will opt out of this cost center. These actions meet the intent of our
recommendation.

In response to our recommendation that the PCO immediately take the on-line procurement training, the
Director Genera stated that the PCO successfully completed this training on December 26, 2002, and
will only act as the gpproving officid for a$2,500 purchase card. These actions meet the intent of our
recommendation.

49



U.S. Department of Commerce Final Report | PE-15370
Office of I nspector General March 2003

RECOMMENDATIONS

To grengthen CS Turkey operations and the management of posts worldwide, we recommend that the
Assstant Secretary and Director Genera of the United States and Foreign Commercid Service take
appropriate steps to:

@

2

3

(4)

Q)

(6)

Ensure that OlO managers or gaff visiting a post in an oversight role prepare trip reports
highlighting relevant issues, which post operations were reviewed, and any issues or concerns
that need attention. Discuss any issues or concerns of amore serious nature with the SCO
and/or other responsible officers a post, as well as document them in officer performance
gopraisals, if warranted. Track matters requiring follow-up action by the post and/or
headquarters until completion (see page 7).

Ensure that officers assigned to SCO positions, are adequately prepared for their assgnments.
To accomplish this, OO should (1) provideitsjunior officers with the types of assgnments that
will hep them develop into well rounded senior officers, (2) require officersto atend
management and finance and adminigtrative training, prior to being assgned as an SCO, (3)
include training requirements in officers performance plans to ensure that necessary training is
taken, and (4) consider creating a mandatory online training course on the basics of post
management (see page 7).

Reemphasize to SCOs and PCOs the importance of consstently following personnel policies,
completing FSN performance appraisals when they are due, and recommending deserving staff
for awards when appropriate. In addition, OlO staff should check with each post’s personne
office on an annual basisto verify that al FSN performance appraisas have been submitted and
determine whether there are other CS-related personnel issues (see page 11).

Petition the State Department’ s Overseas Building Operations office to reconsider its plan and
research other options for improving the security of the annex building in Ankara (see page 17).

Prepare an emergency evacuation plan and bomb threat procedures for the 1zmir office and
conduct a security review of the Izmir office to ensure that it meets current security sandards
(see page 17).

Ensure that the Regiond Director for Europe provides more management oversight to CS

Turkey and monitorsits performance with regard to core products, services, and export
successes (see pages 21, 24, and 30).
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()

(8)

©)

(10)

(11)

(12)

(13)

(14)

Ensure that the contractor hired by the Commercid Service to review export successes take
random samples of export successes (not just those that look suspect) on a periodic basisto
help ensure the accuracy of dl export successes (see page 30).

Correct the export success database for CS Turkey by revising it to diminate the problematic
export successes contained in this report (see page 30).

Change the Commercial Service Operations Manual to explicitly require thet al export
successes are confirmed with the U.S. client (see page 30).

Determine whether representation funds were misused and if so, take appropriate action (see
page 40).

Revise the Commercial Service Operations Manual to more accuratdly reflect the
Commercia Service s podition on usage of representation funds so thet there is no room for
misinterpretation. These changes should dedl with the proper and improper use of
representation funds and should be sent out as a directive to al SCOs (see page 40).

Review the vehicle logs in Ankarato determine whether usage was in accordance with
government policies. If not, take appropriate action (see page 43).

Remind SCOs and PCOs of the Commercid Service s policy on the use of government-owned
vehides, including the prohibition on persond use and the requirement to maintain an accurate
vehicdlelog. In addition, remind them of the adminigtrative pendties for misuse of officia vehicles
that are contained in departmentd policy. Ensure that the policy isfollowed (see page 43).

Work with ITA staff responsible for overseeing the travel card program to ensure that notices of
non-payment of travel card charges are sent to officers immediate supervisors, including the
appropriate Regiona Director and, for PCOs and other junior officers, dso the SCO (see page
45).

To deal with the issues specific to CS Turkey’ s former SCO, we recommend that the Assistant
Secretary and Director Generd of the United States and Foreign Commerciad Service take appropriate
stepsto:

oy

Ensure that the former SCO is reminded that as an SCO, he needs to (a) ensure the qudity and
timeliness of a post’s products and services and (b) ensure due diligence in the review of export
successes. In addition, we suggest that the Regiona Director for Europe and the Regiona
Director covering the area of the former SCO’ s next posting spend time with
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the former SCO to identify and address those wesknesses that might adversdy affect his ability
to effectively and efficiently manage subsequent posts (see pages 21, 24, and 30).

To improve the current and future operations of CS Turkey, we recommend that the post’s new SCO
take appropriate steps to:

@

2

3

(4)

Q)

(6)

()

Work with the commercia attaché and PCO to complete new job descriptions for the two
adminigrative assstants to reflect their current duties and responsibilities and submit them to the
embassy’ s Human Resources Officer for review and classification (see page 17).

Work closdly with the commercid attaché in Ankara, the PCO in Istanbul and FSN taff to
improve the qudity and timeliness of CS Turkey’s products and services. In addition, the SCO
should consider (a) formal training for dl staff on customer care and (b) establishing a mentoring
system among FSN staff where more successful FSN's can be a resource to |ess experienced
FSNs (see page 21).

Monitor the quality of |SAs produced and direct the commercia attaché and PCO to work
more closaly with FSN gaff to provide mentoring and ensure consistency in the quaity of all
| SAs produced (see page 24).

Monitor the production of IMIs at the post to ensure that production goals are met and work
with the commercia attaché and PCO to ensure that dl staff understand the IMI product, its
importance, and that it can be used to report more than just major project opportunities (see

page 24).

Closely monitor the number of products and services ordered by customers and consider
additiona outreach events, which target amdl- and medium-szed firms, to generate interest in
the post’s products and services, if necessary (see page 28).

Read, review, and approve each export success and require appropriate due diligence in the
reporting of export successes. This includes verifying export successes with the U.S.

company and not just the Turkish importer, distributor, or partner. In addition, ensure that the
FSNs more effectively capture export successes from trade events and initiatives (see page 30).

Reevauate the post’ s trade promotion program to ascertain whether there should be a better
balance in the time and resources devoted to trade events and initiatives, including those thet are
mandatory, which do not result in export successes (see page 30).
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(8) Surplus or transfer the Ford Explorer in Istanbul to another post or agency since it has been
determined that keeping it cannot be judtified (see page 43).

9 Ensure thet the daily vehicle logs are appropriately maintained in Ankara and Istanbul (see page
43).

(10)  Ensurethat proper interna controls for the Izmir office' s petty cash fund are implemented and
that there is no co-mingling of funds (see page 46).

(11)  Inventory the two storage unitsin Ankara and determine whether they are necessary. If they
are not, the post should surplus, sdll, or discard any unneeded items and opt out of thisICASS
service (see page 47).

(12) Ensurethat the PCO in Istanbul takes the ontline training on procurements immediately (see
page 47).
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CMA

FMR

GKS

IMI

IPS

PKS

IBP

BuyUSA

CNUSA

APPENDIX A
Acronyms and Descriptions of Commercial Service Products and Services

A Cugtomized Market Analysis provides U.S. firms with an assessment of how their product or service
will =l in agiven market.

The Hexible Market Research serviceis designed to meet the specific needs of clients. FMRs
provide customized market research to answer questions about a particular market and its receptivity to
targeted products and services.

The Gold Key Service provides U.S. clients with one-on-one gppointments with potentia
business partners identified and selected by US& FCS in atargeted export market.

Internationd Market Insights are brief reports on specific foreign market conditions and
upcoming opportunities for U.S. businesses.

The Internationa Partner Search service provides the requestor with potentia partners to market
their product or servicein agiven area. It has afast response time of amaximum of 15 working days.

The Industry Sector Analysis product provides information on specific indugtries, such as market
potentia, demand trends, market Sze, competition, market access information, regulations, distribution
practices, and key contacts.

The Platinum Key Service provides a firm with ongoing, customized support for a specified time
frame, scope, and fee. The serviceistailored to aclient’s needs, providing counsdling and information,
such asidentifying markets, launching products, developing project opportunities, finding partners,

hel ping to reduce market access barriers, and assisting on regulatory or technica standards matters.

The International Buyer Program promotes key U.S. trade shows to internationa business
executives. The program brings internationa buyers each year to meet with U.S. companies at mgor
U.S. trade shows.

This business to bus ness website connects foreign buyers with quaified US suppliers of goods
and services (www.buyusa.com).

This publication is digtributed worldwide to foreign buyers and features the products and
services of participating U.S. suppliers on a monthly basis.
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APPENDIX B

Agency Commentson Draft Report

or .
f‘&f N‘; UNITED STATES DEPARTMENT OF COMMERCE

p : | International Trade Administration
%‘Q f Washington, D.C. 20230
Frares of ASSISTANT SECRETARY AND DIFECTOR GENERAL OF THE
U.S. AND FOREIGN COMMERCIAL SERVICE

AN 16 2003
MEMORANDUM FOR: Jill Gross
Assistant Inspector Genepa? for Inspections and
Program Evalyafi
THRU: Grant Aldo
Under Sectgta®y for International Trade
FROM: Maria Cino
SUBJECT: US&FCS Response Ppection Report

US&FCS Turkey — Draft Inspection Report: IPE-15370

I am pleased to provide you with our response to the draft inspection report of US&FCS’
operations in Turkey. Attached are CS responses to the 28 recommendations contained in the
December 2002 report. You will note that in all instances our post and headquarters operations
either have taken action on the recommendations, or have indicated how they will address them.
Our answers to each of the IG recommendations reflect a unified US&FCS response that
provides you with a comprebensive Commercial Service approach to all the issues raised in the
IG report.

We appreciate the report and the opportunity to strengthen the Commercial Service management
team overseas, not only in Turkey, but in other CS posts as well. It has been an integral part of
this Administration’s goals to effect improvoements in the way we assist American business
firms—not only abroad, but throughout our network of domestic offices (USEACs) as well. Itis
our clear and firm intention to standardize the delivery of our services, as well as conduct our
post operations in an efficient and appropriate manner. With 152 number of offices abroad and
an insufficient number of American CS officers to staff these offices, it has taken time to instill a
comprehensive and coherent CS philosophy that will ensure the most professional delivery of
products and services to our clients. I'am proud to say that the vast majority of CS posts have
met or are on track to meet these expectations, and where there may be shortcomings, we will
vigorously address and correct them.

Along those lines and in response to previous IG reports, we reinstituted the policy for posts to
devclop a Strategic Plans (SPs) in FY 01, where OIO issued new guidance to refocus the SPs to
raise our accountability, effectiveness and efficiency. The purpose of the refocused SPs is to

have post outline its strategy for improving its bottom line, as well as prioritize those activities
that contribute to achieving increased export successes. T
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Since my tenure here, CS management has indeed issued individual guidance on many
administrative and budgetary procedures and policies mentioned in your Inspection Report. CS
posts are systematically issued guidance on operations through worldwide bulletins, broadcast e-
mail communications, and via on-site post management reviews by our OlO management staff.
We even have developed a thorough checklist for OIO staff to use during the course of these
reviews.

T'am also pleased to report that we recently established a centralized Office of Professional
Development to better coordinate, manage and strengthen its training and professional
development programs. Courses dealing with personnel, management, financial, and
administrative issues are core to this effort and will better prepare our officers to effectively deal
with the vast array of challenges they encounter on a daily basis overseas.

With respect o our European OIO operations, we are also considering dividing the European
region into two smaller and separate regions. The current Regional Director (RD) for Eurcpe
now oversees 34 Senior Commercial Officers and 44 countries. This is approximately double in
size any of the other three geographic regions. In effect, it is too large for any one RD to oversee
in manner consistent where I would like to see our operation. Ibelieve the separation of the
region would result into a better organized and manageable operation.

We look forward to the issuance of the final report. Please let us know if we can be.of further
assistance.
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US&FCS Responses to OIG Recommendations

1. Ensure that OIO managers or staff visiting a post in an oversight role
prepare trip reports highlighting relevant issues, which post operations were
reviewed, and any issues or concerns that need attention. Discuss any issues
or concerns of a more serious nature with the SCO and/or other responsible
officers at post, as well as document them in officer performance appraisals,
if warranted. Track matters requiring follow-up action by the post and/or
headquarters until completion (page 7).

In the wake of the IG report, OIO has taken immediate action by requiring
mandatory trip reports be written by OIO country managers for each site visit.

2. Ensure that officers assigned to SCO positions, are adequately prepared for
their Assignments. To accomplish this, OIO should (1) provide its junior
officers with the types of assignments that will help them develop into well
rounded senior officers, (2) require officers to attend management and
finance and administrative training, prior to being assigned as an SCO, (3)
include training requirements in officers’ performance plans to ensure that
necessary training is taken, and (4) consider creating a mandatory online
training course on the basics of post management (see page 7).

In FY 2002, OIO conducted, for the first time, 2 new SCO training course for CS
officers. The course included administrative and firancial management
components. OFSHR in consultation with OIO developed a training matrix,
which identifies specific mandatory and recommended courses for officers at
various stages of their careers. (See attached) We bave utilized this matrix for the
last two assignment cycles.

CS has already recognized this issue and continues to take steps to ensure that
assignments give officers the chance to develop into well-rounded senior officers.
In 1998 we created additional junior commercial officer positions at the FS-04
level in multi-officer posts where incoming officers can receive supervision,
training, and mentoring from superiors and colleagues with a focus on
administrative issues as well as program responsibility. We currently have 29
such positions in the service and have been assigning junior officers to them.
Some officers have served two consecutive tours in these positions. New officers
also participate in the junior officer-training program.

Furthermore, the assignments panel has been taking steps to minimize
assignments of less-experienced mid-level (grades 03, 02, 01} officers, even
promising officers, to jobs above their grade levels (“stretch” assignments).
Steady improvement in avoiding stretch assignments has been made in the past
two years, as shown by the table below. In the recently completed 2003
assignments cycle, stretch assignments dropped by 9 percent for FS-01 officers, 7
percent for FS-02 officers, and 28 percent for FS-03 officers, the least
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experienced group and hence most vulnerable group of officers, compared to

2001.
2001 2003
% of assignments % of assignments
i Grade At-Grade Stretch At-Grade Stretch
FS-01 63% 25% 72% 16%
FS-02 63% 32% 75% 25%
FS-03 39% 61% 50% 33%

{note: ‘stoop’ assignments —to jobs below officer grade levels — are not shown so
percentages may not add up to 100)

The US&FCS has established a centralized Office of Professional Development to
better coordinate, manage and strengthen its training and professional
development programs. Key to this new effort is the development of a tracking
system that will enable managers — both in Washington, DC, as well as the
domestic and international fields — to track individual employees’ training
progress versus recommended courses for their grade and level of responsibility.

With a development and implementation goal of 4" Quarter FY03, this system
will help both managers and employees identify training gaps, provide the basis
for a forward training plan and ensure that mandatory training has occurred. Once
fully implemented, managers may also use the system to evaluate officers’ skills
for use in the assignments process, and use as part of the performance evaluation
process.

The Office of Professional Development is also completing a new, comprehensive
Administration Management course. The first module is a detailed description of
all administrative management functions geared toward administrative FSNs.
Two additional modules are planned for rollout in the 4" Quarter of FY03: 1) a
module designed for officers managing administrative operations at posts, and 2)
a module for SCOs on administrative management operations. The goal is to
provide all employees and managers of administrative operations with the tools
they need to ensure compliance with current rules and regulations. Once field-
tested, the US&FCS will take steps to add these courses to the CS College — the
US&FCS’s online learning center.

3. Emphasize to SCOs and PCOs the importance of consistently following
personnel policies, completing FSN performance appraisals when they are
due, and recommending deserving staff for awards when appropriate. In
addition, OIO staff should check with each post’s personnel office on an
annual basis to verify that all FSN performance appraisals have been
submitted and determine whether there are other CS-related personnel
issues (see page 10).

OIO will ensure that SCOs and PCOs adhere to personnel policies by having the
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SCO certify that all appraisals are done and work plans are in place on a semi-
annual basis. In early FY 03, OlO developed for SCOs an Administrative
Certification form to be used as a tool to ensure that their post is well managed
and that the necessary administrative actions are completed accurately and timely.
These certifications will be verified during site visits. Personnel issues will be
included in the periodic reminders of key SCO responsibilities which OTO issues
during the year.

4. Petition the State Department’s Overseas Building Operations office to
reconsider its plan and research other options for improving the security of
the annex building in Ankara (see page 15).

OIO’s Overseas Building Manager met with OBO’s Project Manager to discuss
concerns with the initial proposal and options to reduce loss of office space. Asa
result, OBO conducted a second review trip resulting in a compromise to increase
the security for the CS staff while minimizing the loss of CS space. CS Ankara
agreed to this recommendation.

5. Prepare an emergency evacuation plan and bomb threat procedures for the
Izmir office and conduct a security review of the Izmir office to ensure that it
meets current security standards (see page 15).

This recommendation has been implemented.

6. Ensure that the Regional Director for Europe provides more management
oversight to CS Turkey and monitors its performance with regard to core
products, services, and export successes (see pages 20, 22, and 27).

Since FY 00, each CS Europe post develops and implements a one-page Strategic
Plan (SP) that enables a post to prioritize its mix of products and services it
intends to deliver during the year. These plans are “living documents” developed
at the outset of each FY and can be modified anytime during the year by the SCO.
In addition, the RD and OIO/staff review the SPs at the outset to see how they
compare with other like posts and to see if any components are incongruent with
overall CS core mission objectives. In addition, the SPs are discussed with the
SCO during his/her midterm review, as well as reviewed at the end of the
evaluation period to see if post met its targets. Normally, an SP contains a
targeted number of export successes to be achieved that year, as well as a target of
ISAs, IMIs, and other products and services. In this regard, RD Europe has
instructed OIO/EUR staff to be placed on all relevant delinquent notices with
regard to CS products and services, especially as they relate to ISAs and IMls.

In order to give a post maximum flexibility to determine what is best for it, each
post develops its own mix of core products and services. While it is recognized
that each post is confronted with unavoidable circumstances (such as
Ambassadorial requests, CODELs, and policy taskings) that can deflect post from
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the delivery of core CS products and services, each post should be able to fulfill
its annual plan, or modify it to reflect changed circumstances.

‘With respect to the most critical numerical element of the SP (i.e., number of
export successes), the RD for Europe sent the latest export success criteria to CS
Turkey and discussed with SCO and PCO the need for strict application of
headquarters” criteria. In FY 02, the RD for Europe read every CS Europe
success story report and identificd problem arcas, which OIO/Europe staff then
rectified with subject posts. OIO/Europe will contimue its current system of
monitoring the quality of all EUR posts’ success stories on a quarterly basis, via
random spot-checking by the RD and OIO Europe staff to ensure that the stories
are being reported accurately.

Ensure that the contractor hired by the Commercial Service to review export
successes take random samples of export successes (not just those that look
suspect) on a periodic basis to help ensure the accuracy of all export
successes. (See page 27).

The OIO contractor currently reads every success story record and is supposed to
provide us with a final opportunity for feedback on the quality of the stories. She
has been tasked to check their content to see if they generally comply with OIO
success story requirements. To comply with the IG request, OIO will further
require that she take a statistical sample of all of the success stories to verify the
contacts, companies, and claims reported in the story; and that the report her
findings quarterly.

Correct the export success database for CS Turkey by revising it to eliminate
the problematic export successes contained in this report (see page 27).

OIO corrected the database on 12/30/2002 as instructed by this report.

Change the Commercial Service Operations Manual te explicitly require that
all export successes be confirmed with the U.S. client.

The Office of Planning is considering this recommendation in light of workload
factors.

Revise the Commercial Service Operations Manual to more accurately
reflect the Commercial Service’s position on usage of representation funds so
that there is no room for misinterpretation. These changes should deal with
the proper and improper use of representation funds and should be sent out
as a directive to all SCOs (see page 36).
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13.

The Office of Planning is currently editing and updating the Operations Manual
and will include the above changes recommended by OIG. In addition, DAS/QIO
is finalizing a memo to all CS officers to remind them of their responsibilities
regarding the proper use of representation funds.

11. Remind SCOs and PCOs of the Commercial Service’s policy on the use
of government-owned vehicles, including the prohibition on personal use and
the requirement to maintain an accurate vehicle log. In addition, remind
them of the administrative penalties for misuse of official vehicles that are
contained in departmental policy. Ensure that the pelicy is followed (see
page 39).

The SCO Administrative Certification is a new tool that OIO management
implemented in early FY 03 to help SCOs better manage their posts. OIO
management has emphasized in emails from the RD and DAS how important it is
to adhere to CS policies. In addition, the DAS for OIO will include this subject in
the series of administrative reminders which will be sent to officers and posted on
the US&FCS infranet website. The RD and OIO staff sent emails to post
reiterating the official vehicle usage policy.

‘Work with ITA staff responsible for overseeing the travel card program to
ensure that notices of non-payment of travel card charges are sent to officers’
immediate supervisors, including the appropriate Regional Director and, for
PCOs and other junior officers, also the SCO. In addition, ensure that CS
enforces ITA’s policy on dealing with employees who are delinquent in
paying or misusing government travel cards (see page 41).

OIO now has an agreement with OOMS to give the DAS for OIO and all four
RDs a copy of the delinquent office credit card list. OIO has asked OFSHR to
include them on the delinquent distribution list for repayment of employee travel
cards. We will enforce the policy on misuse or late payment of travel cards.

Issues specific to the former SCO:

Ensure that the former SCO is reminded that as an SCO, he needs to (a)
ensure the quality and timeliness of a post’s products and services and (b)
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ensure due diligence in the review of export successes. In addition, we
suggest that the Regional Director for Europe and the Regional Director
covering the area of the former SCO’s next posting spend time with the
former SCO to identify and address those weaknesses that might adversely
affect his ability to effectively and efficiently manage subsequent posts (see
pages 20, 22 and 27).

The Regional Director for Europe had two sessions (December 18-19, 2002) with
the former SCO to discuss management issues at post. 0OIO recommended
training courses to the SCO to address these issues. The new RD for Western
Hemisphere also met with the SCO and briefed him on the proposed training.

The courses that have been recommended are:
- Leadership Skills and Techniques
- Valuing Diversity in the Workplace
- Simplified Acquisitions Procedures
- Ethics in Federal Contracting
- Managerial and Team-building Skills for Project Managers
- EEO/Diversity Awareness for Managers and Supervisors
- Building Better Work Relationships: New Techniques for Results-
oriented Communication

2. Determine the dollar amount of representation funds improperly used .
and seek reimbursement (see page 36).

Information about the representation events identified by the IG will be transmitted to
the : officer. Rejmbursement for any event not meeting post and CS criteria for
representation will be requested of the ‘officer.

3. Direct the officer to review the vehicle logs in Ankara to certify usage
as either official or personal. Any personal use by officer/ family
members, to include both vehicle mileage and use of the driver, should be
promptly reimbursed to the governmerit (see page 39).

The officer has been provided the vehicle logs and asked to certify the usage as
either official or personal. OIO is waiting for a response from the off icer.

To improve the current and future operations of cs Turkey, we recommend
that the post’s new SCO take appropriate steps to:

1. Work with the commercial attaché and PCO to complete new job descriptions
for the two administrative assistants to reflect their current duties and
responsibilities and submit them to the embassy’s Human Resources Officer for
review and classification (see page 15).
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The SCO has already submitted the revised job description for the Administrative
Assistant position in Ankara to the Embassy’s Human Resources Officer for review
and classification. The PCO submitted the revised job descriptions for the
Administrative Assistant position in Istanbul to the Consulate General’s Human
Resources Officer for review and classification on December 30, 2002.

2. Work closely with the commereial attaché in Ankara, the PCO in Istanbul
and FSN staff to improve the quality and timeliness of CS Turkey’s products
and services. In addition, the SCO should consider (a) formal training for all
staff on customer care and (b) establishing a mentoring system among FSN staff
where more successful FSNs can be a resource to less experienced FSNs (see
page 20).

The SCO has already put in place procedures to ensure the quality and timeliness of
CS Turkey’s products and services including, where applicable, multi-tier review by
the PCO, Commercial Attaché and the SCQ. SCO has directed all staff including
American staff, to take online training in Customer Service no later than June 30,
2003. SCO has already set up a pilot mentoring project in Ankara for the FSN staff
where the senior Commercial Specialist mentors and guides more junior colleagues in
major project advocacy and client counseling. SCO will review the results of this
pilot project during the next strategic planning meeting in summer 2003 to determine
its implementation in Istanbul and Izmir.

3. Montior the quality of ISAs produced and direct the commercial attaché and
PCO to work more closely with FSN staff to provide mentoring and ensure
consistency in the quality of all ISAs produced (see page 22).

SCO has already directed the PCO and Commercial Attaché to work closely with the
staff to provide guidance on writing quality ISAs. In addition, on October 4, 2002,
SCO sent detailed guidance on writing ISAs to all CS Turkey staff. PCO and
Commercial Attaché will be held responsible for ensuring the quality and timeliness
of all ISAs. Ultimate responsibility for ensuring quality and timeliness of ISAs will
rest with the SCO.

4. Monitor the production of IMIs at the post to ensure that production goals
are met and work with the commercial attaché and PCO to ensure that all
staff understand IMI product, its importance, and that it can be used to
report more than just major project opportunities (see page 22).

SCO has already directed the PCO and Commercial Attaché to work closely with the
staff to provide guidance on writing quality IMIs. In addition, on October 4, 2002,
SCO sent detailed guidance on writing IMIs to all CS Turkey staff. Under the post’s
FY-2003 Commercial Strategic Plan, each Commercial Specialist/Assistant is
required to submit at least six IMIs a quarter. PCO and Commercial Attaché will be
held responsible for ensuring the quality and timeliness of all IMIs. Ultimate
responsibility for ensuring quality of IMIs will rest with the SCO.
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5. Closely monitor the number of products and services ordered by customers
and consider additional outreach events, which target small- and medium-sized
firms, to generate interest in the post’s products and services, if necessary (see
page 26).

SCO is in the process of initiating a direct marketing campaign for post’s services to
small-and medium-sized firms in the U.S. utilizing the BuyUSA . com database no
later than March 30, 2003. SCO also plans to do cutreach to small-and medium-sized
firms in the U.S. during his visit to the EACs in spring 2003 in conjunction with the
Worldwide SCO conference, American Turkish Appalachian Trade Project outreach
in New York, and Electricity 2003 trade show in Houston.

6. Read, review, and approve each export success and require appropriate due
diligence in the reporting of export successes. This includes verifying export
successes with the U.S. Company and not just the Turkish importer, distributor,
or partner. In addition, ensure that the FSNs more effectively capture export
successes from trade events and initiatives (see page 27).

SCO has already instituted procedures whereby he reviews and approves all export
successes. Effective January 1, 2003, all export successes will be confirmed with the
U.S. firm.

7. Reevaluate the post’s trade promotion program to ascertain whether there
should be a better balance in the time and resources devoted to trade events
and initiatives, including those that are mandatory, which do not resultin
export successes (see page 27).

Post’s FY-2003 Strategic Commercial Plan now focuses on those products and
services that are the best vehicles to generate export successes for its clients. SCO
will monitor progress during the course of the year and make any adjustments that
may be required. As mentioned in response to Question No. 6 in the first part of this
report, circumstances beyond the post’s control often do impact the delivery of core
products and services, but SCO will do his best to mitigate those situations to the best
of his ability.

8. Review the costs associated with keeping the Ford Explorer in Istanbul and
determine whether it is necessary to maintain two vehicles in that location.
Surplus or transfer the vehicle to another post or agency if keeping it cannot
be justified (see page 39).

Post will either transfer the second vehicle to another agency or sell it in Istanbul as
soon as the formalities are completed.

9. Ensure that the daily vehicle logs are appropriately maintained in Ankara
and Istanbul (see page 39).
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SCO has already implemented this recommendation in Ankara and Istanbul.

10. Ensure that proper internal controls for the Izmir office’s petty cash fund
are implemented and that there is no co-mingling of funds, by performing
unannounced, periodic reviews of the fund (see page 42).

The SCO has already implemented internal controls to ensure that Izmir office’s petty
cash funds are periodically reviewed and there is no co-mingling of funds.

11. Inventory the two storage units in Ankara and defermine whether they are
necessary. If they are not, the post should surplus, sell or discard any
unneeded items and opt out of this ICASS service (see page 43).

Post has already inventoried the two storage units in Ankara and has decided to sell or
dispose the majority of the contents. Once the sale is completed, post will opt out
from this cost center.

12. Ensure that the PCO in Istanbul takes the on-line training on procurements
immediately (see page 43),

The PCO successfully completed her online procurement training on December 26,
2002. The PCO will only act as approving officer for a $2,500 purchase card.
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Executive

Commercial Service Foreign Service Career Path Matrix

A

Senior Level

Managerial

Executive, Leaders, and Managers in the

Public Sector
Managing for Results
Leading People
Survival Skills for Executives
Improving Your Managerial Effectiveness
The Congressional Fellowship Program

(FS-01 and beyond)

Strategic Planning
Project Management for Executives
Advanced Leadership Training
Details to Outside Organizations
Or Learning Institutions
Senior Seminar
Federal Executive Institute

/ \

Mid-Level

Supervisory

Advanced Management/Leadership Skills
Mentoring/Coaching
Performance Management Training
Creative Thinking
Time Management
Effective Executive Speaking
Negotiation Art and Skills
Computer Training (evaluate skills level)

(FS 02 & 03)

Junior Level

Basic

Orientation to Overseas Consular Functions
Leadership Skills for Supervisors and Managers
Customer Service
Briefing Techniques
Contract Procurement (Statements of Work)
Basic Administration Management
Computer Training (evaluate. skills level)

(FS-04 & 05)

\

New Officers -
Commercial Service Institute Courses
Orientation to Foreign Service Personnel
Diversity
Conflict Resolution
Equal Employment
Security Overseas Seminar
Simplified Acquisition Procedures
ICASS Seminar
Introduction to Working in an Embassy
Communicating Across Cultures
Foreign Language (assignment driven)
Computer Training (evaluate skills level)

Crisis Management Training (af all levels)

Office of Foreign Service Human Resources 1

2/20/03
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OPM SkKills and Competencies

Level IV Executive

i

Level-II1 Managerial

Level-I1 Supervisory

Level-I Basic

Office of Foreign Service Human Resources 01/09/02
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