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OVERSIGHT OF THE GENERAL ACCOUNTING
OFFICE

TUESDAY, APRIL 30, 1996

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GOVERNMENT MANAGEMENT,
INFORMATION, AND TECHNOLOGY,
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT,
Washington, DC.

The subcommittee met, pursuant to notice, at 1:30 p.m., in room
311, Cannon House Office Building, Hon. Stephen Horn (chairman
of the subcommittee) presiding.

5 Present: Representatives Clinger [ex officio]l, Maloney, and
pratt.

Staff present: J. Russell George, staff director and counsel; Anna
Miller and Jeff Wilmont, professional staff members; Kevin Sabo,
general counsel; Andrew Richardson, clerk; David McMillen, Mark
Stevenson, and Liza Mientus, minority professional staff members;
and Miles Romney, minority counsel.

Mr. CLINGER. The Subcommittee on Government Management,
Information, and Technology will come to order. I'm calling the
subcommittee to order and filling in for Chairman Horn, who I am
told will be here very shortly. But I think in view of that, we don’t
want to keep our witnesses waiting longer than necessary. So, I
thought we would convene the hearing and get right to it. I do have
a brief opening statement. I'm sure Mrs. Maloney does also. We
will start those, and I will give way to Chairman Horn when he
arrives.

Throughout my some now almost 18 years in Congress, I believe
T've recognized the very important role that the General Accounting
Office plays in the policymaking process of the Congress. During
my years on this particular committee, formerly Government Oper-
ations and now Government Reform and Oversight Committee, we
have seen a lot of reforms in the manner in which the Federal Gov-
ernment manages itself.

Many of these reforms, such as the Chief Financial Officers Act,
were born through recommendations initially made by the General
Accounting Office. They deserve to remain a strong and vital player
in Washington. And this hearing, I would hope and believe will en-
sure that they remain a strong, independent advocate of sound
management of public programming.

In many ways, GAO is in fact at a crossroads. It’s staffing level
has dropped, has been required to be dropped from nearly 5,400 in
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1987 down to a projected 3,500 by the end of this fiscal year. It's
budget has also been severely dropped, from $447 million in 1995
to about $375 million in fiscal year 1997, a reduction of just about
one-third.

The current Comptroller General, my good friend, Chuck
Bowsher, is set to retire this fall, as am I. Finally, the takeover of
Congress by the Republican Party has left many people questioning
the future role and mission of GAQO. The coming year will be criti-
cal, I think, for GAO as it manages the reduction in personnel and
budget levels and prepare to accept the leadership of a new Comp-
troller General. As a result, this hearing could not be more timely.

My colleague, Congressman Steve LaTourette, has drafted legis-
lation which is designed to help GAO meet the challenges of the
future. And I support his effort in this regard and his commitment
to see his bill move to the House floor this year, if possible. And
I hope that that will be the case.

Among the objectives of his bill which I support the most include
the proposal to reduce the term of the Comptroller General to 10
years; allow the Comptroller General to appoint his own Deputy;
creating an Inspector General of GAO eliminates over 100 congres-
sionally mandated reporting requirements; and transferring nu-
merous executive functions from GAO back to the executive branch.

These are good ideas, which I support and I look forward to hav-
ing an opportunity to consider them further in the near future.

Finally, I want to thank those witnesses who are joining us here
today: Mr. John Koskinen, the current Deputy Director of OMB for
management. We're always delighted to have you, Mr. Koskinen,
with us. Your testimony is always helpful and very to the point.
And I think you will help us better understand the relationship of
GAO to the departments and agencies.

The panel of experts following him will help recommend what
areas of GAO should be reformed. And, of course, we're delighted
to have Comptroller General Bowsher, who joins us again to talk
about his tenure at the helm of GAO and his suggestions, thoughts
for the future.

I, unfortunately, have some responsibilities on the House floor
today and will, unfortunately, have to be in and out of this hearing.
But let me assure our witnesses that this is an issue in which I
take a great deal of interest. And I will be reviewing all of the tes-
timony closely and considering it when the committee acts on Mr.
LaTourette’s legislation. So I thank you all for your appearance
here and look forward to either hearing or reading the testimony
that we’re going to have. And I apologize, Mr. Chairman, for hav-
ing to take my departure. And I apologize for jumping the gun on
you here.

[The prepared statement of Hon. William F. Clinger, Jr. follows:]



STATEMENT OF THE HONORABLE WILLIAM F. CLINGER
Chairman, Committee on Government Reform and Oversight
April 30, 1996

Chairman Horn, thank you for calling this important hearing to oversee the
activities of the General Accounting Office. Throughout my numerous years in
Congress, I have recognized the important role that the General Accounting Office
plays in the policy making process of the Congress. During my years on this
Committee, we have seen numerous reforms in the manner in which the Federal
government manages itself. Many of these reforms, like the Chief Financial
Officers Act, were bom through recommendations initially made by GAO. They
deserve to remain a strong and vital player in Washington and this hearing will
help ensure that they remain a strong advocate of sound management of public
programs.

In many ways, GAQ is at a cross roads. Their staffing level has dropped
from nearly 54 hundred in 1987 down to a projected 35 hundred by the end of this
fiscal year. Their budget has dropped from $447 million in 1995 to about $375
million in Fiscal Year 1997 -- a reduction of almost one third. The current
Comptroller General, my friend Chuck Bowsher, is set to retire this fall. And,
finally, the takeover of Congress by the Republican Party have left many people
questioning the future role and mission of GAO. The coming year will be critical
for GAO as they manage the reduction in personnel and budget levels and prepare
to accept the leadership of a new Comptroller General. As a result, this hearing
could not be more timely.

My colleague, Congressman Steve LaTourette, has drafted legislation which
is designed to help GAO meet the challenges of the future. I support his effort and



commitment to see his bill move to the House Floor this year. Among the
objectives of his bill, which I support the most, include the proposal to reduce the
term of the Comptroller General to ten years, allow the CG to appoint his own
deputy, creating an inspector general at GAO, eliminates over 100 congressionally
mandated reporting requirements, and transfering numerous executive functions
from GAOQ back to the Executive Branch. These are good ideas which I strongly
support and look forward to voting on in the near future.

Finally, I want to thank those witnesses which are joining us today. Mr.
John Koskinen, the current Deputy Director of OMB for Management, will help us
better understand the relationship of GAO to the departments and agencies, a
panel of experts will help recommend what areas of GAO should be reformed,
and, of course, Comptroller General Bowsher, joins us again to talk about his
tenure at the helm of GAO. I have some responsibilities on the House floor today
and will be in and out of this hearing, but let me assure our witnesses that I will be
reviewing their testimony closely and consider it when the Committee proceeds

with Mr. LaTourette’s legislation.
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Mr. HORN. Listen, I apologize for being late. And I'm glad you
jumped the gun, because I asked Russell to get this hearing start-
ed. I'm conscious of John’s time, and the whole Federal manage-
ment is collapsing as you’re up here, John.

Did we swear in the witness?

Mr. CLINGER. We have not sworn the witness. We’ve given an
opening statement. But I haven’t said anything, so it’s all right.
Would you like to have an opening statement?

Mrs. MALONEY. Yes, I do, Mr. Chairman. Thank you. For 75
years, GAO has been Congress’ and our Nation’s primary watchdog
agency, responsible for providing credible, objective, and non-
partisan reports and evaluations of the programs and management
of the executive branch. In my view, the GAO has provided a credi-
ble source of information and analysis in a timely and professional
manner, despite recent staff and funding reductions. I find it hard
to imagine how Congress could operate without the GAO. Certainly
our job would be far more difficult. Personally, I found the reports
and testimony of GAQ officials to be invaluable. And I would like
to take this opportunity to commend Comptroller General Bowsher
for his diligence and hard work.

In light of this assessment, ] am somewhat puzzled by the dual
focus of today’s hearing, oversight and legislation. Certainly, Con-
gress has a responsibility to provide adequate oversight of the
GAO. GAO is the largest of the congressional support agencies.
And I welcome that aspect of this hearing.

I am less pleased with the draft legislation we have before us.
My fundamental question regarding this draft legislation is what
problem it is meant to fix. To date, we have held no oversight sug-
gesting serious deficiencies of the GAO. Perhaps that is the in-
tended purpose of this hearing. If so, then by considering legisla-
tion, as well, we seem to put the cart before the horse.

I am also very troubled by some of the provisions of the draft bill
I have seen which appear to diminish the independence and
strength of the Comptroller General and the GAO. GAO currently
operates on a permanent authorization, section 107 of the draft
changes that authorization to a 5-year cycle, leaving the GAO sub-
ject to far greater political pressures.

Other provisions, which may undermine that independence or
the creation of an oversight board to monitor the agency, the reduc-
tion of the Controller’s term from 15 to 10 years, and the reduction
of his pension which would make it more difficult to attract highly
qualified candidates. 'm also concerned with the expansion of
GAO’s authority to take sworn testimony.

In addition to being a remarkable departure from congressional
practice and probably unnecessary, it could further undermine
GAOQO’s effectiveness by turning it into a quasi-police force. These
changes are particularly ill-advised at this time as they could com-
glicate the appointment of a new Comptroller General this Septem-

er.

Other provisions in this draft legislation seem to make more
sense. Elimination of congressional reporting requirements is some-
thing that we always need to be alert for, congressionally man-
dated reports seem to have a way of multiplying very rapidly and
consume a large amount of time and money.
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Likewise, establishing an Inspector General for the GAO is some-
thing we need to loock at more closely. However, in general, I'm
very skeptical of this legislation. The integrity, independence, and
quality of the GAO are well established. We must be extremely
careful not to do anything which might damage that practice and
reputation, and especially anything that might in any way under-
mine the independence of the GAO.

Thank you very much.

[The prepared statement of Hon. Carolyn B. Maloney follows:]
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Thank you Mr. Chairman. The General Accounting Office (GAO) was created by the
Budget and Accounting Act of 192! and operates under the direction of the Comptroller
General. It is Congress' and our nation’s primary watchdog agency -- responsible for
providing credible, objective, and non-partisan reports and evaluations of the programs and
management of the executive branch.

In my view, the GAO has done an excellent job in fulfilling this mandate in a timely
and professional manner, despite recent staff and funding reductions. I find it hard to
imagine how Congress could operate without the GAO; certainly our job would be
immensely more difficult. Personally, I have found the reports and testimony of GAO
officials to be invaluable and 1 would like to take this opportunity to commend Comptroller
General Bowsher for his diligence and hard work.

In light of this assessment, I am somewhat puzzled by the dual focus of today’s
hearing -- oversight and legislation. Certainly, Congress has a responsibility to provide
adequate oversight of the GAO. GAOQ is the largest of the Congressional support agencies
and T welcome that aspect of this hearing. I am less pleased with the draft legislation we
have before us. My fundamental question regarding this draft legislation is “what problems
it is meant to fix?" To date, we have held no oversight hearings suggesting serious
deficiencies at the GAO -- perhaps that is the intended purpose of this hearing. If so, then
by considering legislation as well we seem to have put the cart before the horse.

I am also troubled by some of the provisions of the draft bill [ have seen which
appear to diminish the independence of the Comptroller General and the GAO. GAO
currently operates on a permanent authorization. Section 107 of the draft changes that
authorization to a five year cycle, leaving the GAO subject to greater political pressures.
Other provisions which may undermine that independence are the creation of an oversight
board to monitor the agency, the reduction of the Comptroliers term from 15 to 10 years,
and the reduction of his pension, which would make it more difficult to attract highly
qualified candidates.
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I am also concerned with the expansion of GAO's authority to take sworn testimony.
In addition to being a remarkable departure from Congressional practice and probably
unnecessary, it could further undermine GAQ’s effectiveness by turning it into a quasi-police
force. These changes are particularly ill-advised at this time, as they could complicate the
appointment of a new Comptroller General this September.

Other provisions in this draft legislation seem to make more sense. Elimination of
Congressional reporting requirements is something that we always need to be alert for.
Congressionally mandated reports seem to have a way of multiplying very rapidly and
consume a large amount of staff time and money. Likewise, establishing an Inspector
General for the GAO is something we need to look at more closely.

However, in general I am very skeptical of this legislation. The integrity,
independence and quality of the GAO are well-established. We must be extremely careful
not to do anything which might damage that practice and reputation. Thank you Mr,
Chairman.
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Mr. SPRATT. Mr. Chairman, could I have 60 seconds, please?

Mr. HorN. Definitely. Please make your opening statement.

Mr. SPRATT. Mr. Chairman, there’s an old adage, if it ain’t broke,
don’t fix it. And I hope that this hearing will proceed conscious of
the wisdom in that old saying.

I have not read Chuck Bowsher’s testimony, but I don’t need to.
He will come to the witness stand and be his own best witness for
the testimony that he’s about to deliver. What’s needed in the Gen-
eral Accounting Office and what’s needed in the Comptroller Gen-
eral is dogged independence, and the longer term serves that, and
long run perspective, which is sorely needing in a Government
where we have so much turnover at the cabinet and subcabinet
level, persistence, because nothing is done in this Government if
you're not persistent—and I mean persistent, leaning into the prob-
lem for years on end, as he has done for the last 14 years—and,
finally, institutional memory. You have to have a knowledge, work-
ing knowledge that you acquire only from experience of what works
and what doesn’t work in order to succeed at this job.

We will only, in my opinion, diminish the effectiveness of the
whole agency and of its director if we shorten his term and if we,
for some foolish reason, decide that he’s not entitled to the same
pension that a Federal judge is entitled to after serving 15 years.

So the question I think we should lay upon it before us at the
outset is, what's the necessity of this bill? Why do we need to
change something that is working well for us already?

Thank you, Mr. Chairman.

Mr. HORN. Thank you very much. Let me—since we’re into open-
ing statements, John, I might as well read mine and get the bal-
ance I want here. '

For 75 years, the General Accounting Office has had an impor-
tant role in helping Congress fulfill its constitutional obligation to
account for the use of Federal expenditures. Established in 1921
with the primary mission of auditing and investigating the use of
Federal disbursements, GAO’s responsibilities have since ex-
panded, but its primary role has remained.

Through its investigations and studies, GAO has helped improve
the financial management of the Federal Government. It has
helped to bring accountability to Government performance and root
out waste, fraud, and abuse in Government programs.

Recently, several concerns have been voiced about GAO’s oper-
ations. One criticism is the amount of time it takes to get reports
and the sanitizing that might take place during the numerous lev-
els of review that are dictated by GAO’s internal policy. Some have
claimed that it has been unduly partisan in its policy recommenda-
tions. Others have questioned its independence and objectivity.

One important issue we will review today is how the GAO should
prioritize the various functions it performs. What staff resources
should it commit to meet congressional demands in a very timely
manner? What balance should be struck between financial audits,
program reviews and general management studies? Should there
be greater attention given to economy and efficiency audits than to
program evaluations? Should GAO be concentrating on only policy
analysis and not include policy recommendations?
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We hope that the witnesses today will provide some answers to
these questions. Qur review of GAQ’s role will include the consider-
ation of draft legislation proposed by Representative LaTourette of
Ohio, who is a member of the Committee on Government Reform
and Oversight.

That proposal would institute structural reforms in the authoriz-
ing statute of the General Accounting Office. And I might add that
proposal is absolutely incidental and separate from this hearing.
This hearing would have been held whether there was legislation
or not, since my main interest is having the reflections of the
Comptroller General over his 15 years of service to the Nation as
he's about to leave office.

And as I've told the Comptroller General privately, I said, I'm as
interested in your reflection looking back as your reflection looking
forward.

The GAO’s role as congressional watchdog is extremely impor-
tant. Our oversight review of it today is a most necessary endeavor
to ensure that GAO can continue to fulfill its responsibilities to
monitor the expenditure of Federal funds. We're pleased to have as
our first witness this morning the Deputy Director for Management
at the Office of Management and Budget, Mr. John Koskinen.

We will next receive testimony from representatives of the Na-
tional Academy of Public Administration and the Private Sector
Council, Neil Tierney, a professor at George Washington Univer-
sity, formerly with Ernst and Young, who serves on the Federal Ac-
counting Standards Advisory Board, and will give us his views on
how GAO has evolved.

Finally, we will hear from the Honorable Charles Bowsher, the
Comptroller General of the United States. He has rendered distin-
guished service for a decade and a half. This is the occasion for him
to look ahead, as well as backward, as I noted earlier, to advise us
on the direction the next Comptroller General in the General Ac-
counting Office might go to meet the challenges he meets of Gov-
ernment in the 21st century.

At this point, I'm going to put in the record Mr. LaTourette’s
statement. He’s tied up with another committee.

And now, John, please proceed. Sorry for the delay.

[The prepared statements of Hon. Stephen Horn and Hon. Steven
C. LaTourette follow:]
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The Honorable Stephen Horn, Chairman
Subcommittee on Government Management,
Information and Technology
April 30, 1996

A quorum being present, the Subcommittee on Government Management, [nformation,
and Technology will come to order. For 75 years the General Accounting Office has had an
important role in helping Congress fuifill its constitutional obligation to account for the use of
Federal expendirures. Established in 1921 with the primary mission of auditing and investigating
the use of Federal disbursements, GAO’s responsibilities have since expanded, but its primary
role has remained.

Through its investigations and studies, GAO has helped improve the financial
management of the Federal Government. It has helped to bring accoumtability to government
performance, and root out waste, fraud, and abuse in Federal programs.

Recently, several concerns have been voiced about the GAO's operations. One criticism
is the amount of time it takes to get reports and the sanitizing that seems to take place during the
numerous levels of review that are dictated by the GAQ’s internal policy. Some have claimed
that it has been unduly partisan in its policy recommendations. Others have questioned its
independence and objectivity.

One important issue we will review today is how the GAO should prioritize the various
functions it performs. What staff resources shouid it it to meet Congressional d ds in
a timely manner? What balance should be struck between financial audits, program reviews, and
general management studies? Should there be greater attention given to economy and efficiency
audits than to program evaluations? Should GAO be concentrating on only policy analysis and
not include policy recommendations? We hope that the witnesses today will provide some
answers to these questions.

QOur review of GAO’s role will include the consideration of draft legislation proposed by
Representative LaTourette of Ohio, who is a member of the Committee on Government Reform
and Oversight. That proposal would institute structural reforms in the authorizing statute of the
General Accounting Office.
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The GAO’s role as a Congressional hdog is ly important. Our oversight
review of it today is a most necessary endeavor to ensure that the GAO can continue to fulfill its
responsibilities to monitor the expenditure of Federal funds.

We are pleased to have as our first witness this morning the Deputy Director for
Management at the Office of Management and Budget, Mr. John Koskinen. We will next
receive testimony from represematives of the National Academy of Public Administration and
the Private Sector Council. Neil Tiemey, a professor at George Washington University, formerly
with Emst & Young, who serves on the Federal Accounting Standards Advisory Board. will give
us his views on how GAO has evolved. Finally we will hear from the Honorable Charles
Bowsher. the Comptroller General of the United States. He has rendered distinguished service
for 15 years. This is the occasion for him to look ahead as well as backward to advise us on the
direction the next Comptroller General and the General Accounting Office might go to meet the
changing needs of government in the 21st Century.

We thank you all for joining us. We look forward to your testimony.
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Statement of Congressman Steven C. LaTourette

April 30, 1996

Before the Subcommittee on Government Management, Information and
Technology

I am pleased to be here today as part of this important oversight hearing
of the General Accounting Office (GAQO) and want to thank Chairman
Horn for inviting me to sit on this panel.

Since its creation in 1921, the GAO has served the Nation with the
highest degree of professionalism in acting as the investigative and
auditing arm of Congress. GAO is the largest of the three congressional
support agencies and therefore the most widely used by Congress. In the
wake of government downsizing, GAO has reduced its workforce yet it
has still been able to produce high quality materials and meet the needs of
Committees and individual members and I applaud its efforts.

I am in the final stages of drafting a bill, which I plan to offer soon, that
will accomplish many things the Government Reform and Oversight
Committee has found to be good government provisions.

The bill will consist of three titles. Title One will change the face of
GAO and allow it to more effectively carry out its duties. Title Two will
eliminate more than 100 congressionally mandated reporting
requirements and other GAO publishing responsibilities. Finally, Title
Three will transfer certain functions which no longer belong under the
purview of GAQO back to the Executive Branch.

There are currently drafts of this bill out for review that contain
provisions requiring GAO to publish costs associated with its special
projects, and one which requires Congress to reimburse GAO for costs
associated with detailees. These provisions are no longer in the current
draft of this legislation although there is a new provision which I wouid
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like to briefly outline, along with the rest of the provisions of this bill.
TITLE ONE:
Title One of the bill contains five (5) sections.

The first section, which is the new section, creates a General Accounting
Office Oversight Board to monitor the activities of the Comptroller
General and GAO staff. This board is designed very much like the
former oversight board for the now disbanded Office of Technology
Assessment (OTA). Like the OTA board, the GAO board will meet only
when necessary and there will be no permanent staff assigned to the
board. The board will have the same members that currently are tasked
with selecting names as candidates for the Comptroller General position,
including the bipartisan leadership of the House and Senate and the
chairmen and ranking minority members of the Government Reform and
Oversight Committee of the House and Governmental Affairs Committee
of the Senate.

The second section reduces the term of the Comptroller General from 15
years to 10 years. This section also allows the CG to appoint his own
deputy, following consultation with the bipartisan congressional
leadership. 1 feel allowing the CG to choose his own deputy will serve to
create a strong congruency between these two individuals.

The third section provides the CG with a pension equivalent to that of one
half of a serving CG’s rate of pay after 10 years of service. Current law
provides an annuity of full salary for life after 15 years of service. This
section brings the CG’s pension more in line with Members of Congress
and [ felt it was important in this age of Federal Government fiscal
responsibility.

The fourth section authorizes the GAO to take sworn testimony as
necessary to carry out the duties and powers of the Comptroller General.
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Currently GAO can only take sworn testimony when conducting financial
audits and I feel that this limits the ability of GAO especially in the
investigative section of their work.

The fifth section establishes a statutory office of Inspector General (IG)
within GAO. This portion of the legislation only redesignates the current
administrative units conducting internal audits and investigations and is a
simple good government provision.

TITLE TWO:

Title two of the bill eliminates more than 100 reporting requirements
imposed by Congress on GAO. Some of these provisions have not been
asked for in years. In preparing this list, a copy was sent to all Full
Committee Chairs and Ranking Members for comment and revisions so
that we would not eliminate anything on which a Member or Committee
is currently working.

TITLE THREE:

The final title transfers certain functions from GAO to the Office of
Management and Budget (OMB). These functions would be better
served if placed under OMB or another Executive Branch department or
agency. The Government Reform and Oversight Committee has been in
contact with OMB and we have told them that we would be pleased to
transfer these functions directly to the agency or department which OMB
feels should be handling these functions.

Again, | want to thank Chairman Horn for inviting me today and also
thank our witnesses. I look forward to hearing from them.
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STATEMENT OF HON. JOHN A. KOSKINEN, DEPUTY DIRECTOR
FOR MANAGEMENT, OFFICE OF MANAGEMENT AND BUDGET

Mr. KoOskINEN. Thank you, Mr. Chairman and members of the
subcommittee. It’s always a pleasure to appear before this sub-
committee. And I appreciate the opportunity to participate in your
oversight hearing on the General Accounting Office and to share
our views on Chairman Clinger’s and Representative LaTourette’s
draft legislation entitled the General Accounting Office Manage-
ment Reform Act of 1996.

With your approval, Mr. Chairman, I will submit my full state-
ment for the record and summarize here orally.

Mr. HORN. Without objection, it will be included in the record at
this point.

Mr. KOSKINEN. Let me begin by acknowledging the critical and
influential role that GAO plays in Federal management. I have had
the opportunity to work closely with GAO over the past 22 months
and have developed great respect for the professionalism shown by
the Comptroller General and his staff. GAO is an important insti-
tution, advising not only the Congress, but also the executive
branch as we seek to improve the management of the Federal Gov-
ernment.

While we in the executive branch need to respect the importance
of GAO’s independence, we also need to develop a working relation-
ship that allows us to maximize the benefits of their insights and
expertise. Under Mr. Bowsher’s leadership, I think we have done
that, certainly in the past few years. Let me give you a few exam-
ples of what I mean.

In the area of information technology development, acquisition
design management, we have benefited greatly from the positive
working relationship that exists between GAO and the executive
branch. When 1 first arrived at OMB, it was clear that the Govern-
ment had many troubled information technology systems. But it
was also clear that several initiatives were underway to improve
the situation. The National Performance Review had considered in-
formation technology so important that a cross cutting team was
created just to concentrate on this area.

One of the most important efforts I learned about was the work
of GAO to synthesize the best practices of public and private sector
organizations for managing information technology in its inform-
ative Executive Guide, entitled: “Improving Mission Performance
Through Strategic Information Management and Technology:
Learning From Leading Organizations.”

OMB and GAO also produced a detailed document entitled “A
Guide for Evaluating IT Investments.”

These documents, along with the advice of GAO representatives
in a working group that I chaired played an important role in our
success in gaining passage of the Information Technology Manage-
ment Reform Act of 1996. GAO has continued to share its expertise
with us as we begin to implement the act, including the appoint-
ment of a Chief Information Officer in each agency.

In addition to collaborating with GAO on policy development, the
two agencies have worked together to improve several agency infor-
mation systems. At its best, this collaborative oversight can avoid
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sending conflicting signals to agencies and produce solution ori-
ented dialog.

In 1990, GAO, Treasury and the Office of Management and
Budget agreed to a process to establish Federal accounting stand-
ards and concepts, resolving a long-standing dispute among the
three principals. The resulting Federal Accounting Standards Advi-
sory Board that was established has served a valuable function for
the executive branch.

At the time that the CFO’s Act was passed, the Federal Govern-
ment did not have a comprehensive set of accounting standards, al-
though the need was widely recognized. FASAB, as it is known,
has proven its value. In April 1996, it recommended the final ac-
counting standard needed to complete a comprehensive set of Fed-
eral accounting standards and concepts. This considerable accom-
plishment is due to the hard work of the FASAB members, includ-
ing GAO’s representatives.

When the CFO’s Act was enacted in 1990, GAO provided leader-
ship in tackling some of the most difficult and complex first-time
financial statement audits of Federal agencies, including their pro-
vision of technical resources and guidance to assist the Federal
audit community in carrying out the new financial statement audit
requirements imposed by the CFO’s Act.

The Government Management Reform Acts expanded require-
ment that agencies prepare and have audited organization-wide fi-
nancial statements effective for fiscal year 1996 sets a challenging
goal for Federal agencies. Last year, GAO joined OMB and the
Treasury Department in joint meetings with each agency’s Inspec-
tor General and Chief Financial Officer to develop strategies to ef-
fectively meet the requirements of the Government Management
Reform Act.

The three agencies also joined forces and established the Govern-
mentwide Audited Financial Statement Task Force, which has de-
veloped a plan for the preparation and audit of the first ever Gov-
ernmentwide financial statement, which will cover fiscal year 1997
activities.

The Government Performance and Results Act was enacted near-
ly 3 years ago with broad, bipartisan support. By forcing agencies
to define their missions and goals clearly, along with requiring the
establishment of performance measures designed to show the
amount of progress being made toward the achievement of these
goals, this act goes to the very core of Government and its oper-
ations.

We have worked with GAO over many months to develop and
sustain a mutual supportive effort to bring about successful imple-
mentation of this act. GAO’s reports and analyses have been con-
structive, relevant and will lead to better practice and products.

Let me now turn to the draft GAO legislation. The draft proposes
a series of reforms to GAO’s structure and eliminates or transfers
to the executive branch certain GAO functions. We have some gen-
eral comments regarding the draft bill. And as I will note, we'll
provide you with more detailed followup later.

Title II and title III of the bill would transfer to various execu-
tive branch agencies a number of functions currently performed by
GAO. The functions in title III are those that will soon be trans-
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ferred to the executive branch pursuant to section 211 of the fiscal
year 1996 legislative branch Appropriations Act. We are in the
final stages of determining which agencies shall perform these
functions and would support an amendment of the relevant statu-
tory provisions to reflect these delegations.

We should be able to provide you and the subcommittee with our
determinations within the next few weeks.

Title II would transfer additional functions from GAO to the ex-
ecutive branch. While we have no general objection to a further
transfer of functions from GAO, we do have concerns at this time
about some of the particular transfers contained in title II. In some
cases, a function may be better performed by GAO. And in other
cases, a function may be more appropriately transferred to another
le;xltflzcutive branch agency than the agency designated in the draft

il

We have sought the views of the other agencies concerning these
prop}?sed transfers and would be pleased to work with you further
on this.

Finally, title I would make several changes to GAO’s organiza-
tions and authorities. Since GAO is a legislative branch agency, we
would defer to Congress’ views on such matters as the appropriate
term and annuity of the Comptroller General, and whether an In-
spector General should be established for GAO.

However, as chair of the two inspector general councils, it’s my
experience that IG’s are most effective in agencies that process
Federal dollars and grants, entitlement payments, loans or con-
tracts, agencies where IG’s can influence the basic way the agency
does its business and how substantial Federal dollars are spent
and protected from misuse.

Given the nature of GAO’s activities and the fact that it already
has an internal evaluation function, requiring that an IG be ap-
pointed does not seem to us to be necessary.

Title I also proposes to allow GAO to take sworn testimony as
necessary to complete their investigations and reports. We think
that granting GAO this authority for use in all investigations may
substantially impede their ability to gather information. Much of
GAO’s work is done on an informal basis, including the collection
of useful, but anecdotal information. Creating an atmosphere
where every piece of information may trigger an immediate request
for testimony under oath will be counterproductive. Potential wit-
nesses and other information sources who fear testifying under the
penalties of perjury may be less likely to volunteer pertinent infor-
mation.

Additionally, I would note that this new authority would be
much broader than the authority the committee’s investigative
staff now operates under. Very reasonably, the committee author-
izes staff to take sworn testimony only on a case-by-case basis, and
then only after both the committee and the full House have acted
on a resolution granting that authority.

Let me conclude by noting, as your own statement notes, Mr.
Chairman, based on OMB’s long experience which mirrors that of
working with GAO, it is our belief that GAO has performed very
effectively during the many decades since it was established in
1921. Moreover, we are not aware of any fundamental problems
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with the way GAO has been operating. Therefore, we think the pro-
posals to reform GAQO should not be taken up until thorough con-
sideration has been given to identifying whether any serious prob-
lems exist. And, if so, whether a statutory response is the best way
to address any such problems.

This concludes my testimony, Mr. Chairman. I would be happy
to answer any questions you or other members of the subcommit-
tee, if they return, might have.

[The prepared statement of Mr. Koskinen follows:]
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Statement of John A. Koskinen
Deputy Director for Management

Office of Management and Budget

Thank you Mr. Chairman and Members of the Committee. I am pleased to be here today
participating in your oversight hearing on the General Accounting Office (GAQ) and to share our
views on Chairman Clinger’s and Representative LaTourette’s draft legislation entitled the

“General Accounting Office Management Reform Act of 1996.”

Let me start my testimony by acknowledging the critical and influential role that GAO
plays in Federal management. Ihave had the opportunity to work closely with GAO over the past
22 months and have developed great respect for the professionalism shown by the Comptroller
General (CG) and his staff. GAO is an important institution, advising not only the Congress but
also the Executive Branch as we seek to improve the management of the Federal Government.
GAO?’s reports about management and programmatic issues have helped improve
governmentwide operations. Over the years since its establishment in 1921, GAO has adjusted its
work processes and mission to address changing Federal priorities and its guidance and

recommendations have continually proven their worth.

While we in the Executive Branch need to respect the importance of GAO’s
independence, we also need to develop a working relationship that allows us to maximize the
benefits of their insights and expertise. Under Mr. Bowsher’s leadership, I think we have done

that, certainly in the past few years. Let me give you a few examples of what I mean.
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Information Technology (IT)

In the area of information technology development, acquisition and management, we have
benefitted greatly from the positive working relationship that exists between GAO and the
Executive Branch. When I first arrived at OMB, it was clear that the government had many
troubled IT systems. But it was also clear that several initiatives were underway to improve the
situation. The National Performance Review had considered IT so important that a cross-cutting
team was created just to concentrate on this area. IT projects had been nominated by the agencies
to be Government Performance and Results Act (GPRA) pilots. And the General Services
Administration (GSA) had reached out to IT experts throughout the government, to bring their

experience to bear on troubled systems.

One of the most important efforts I learned about was the work of GAO to synthesize the
best practices of public and private sector organizations for managing IT in its informative
Executive Guide, Improving Mission Performance Through Strategic Information Management
and Technology: Learning from Leading Organizations. This report became part of the
foundation of our effort to improve the way the Government acquires and manages information
technology. After OMB revised its Circular A-130, Management of Federal Information
Resources, to require agencies to establish structured evaluation criteria and decision-making
processes, OMB and GAO produced a detailed document entitled, A Guide for Evaluating IT
Investments. This guide sets out an analytical framework for linking IT investment decisions to

strategic objectives and business plans in Federal organizations.
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Building on these efforts, we established in early 1995 an interagency working group to
identify changes needed to improve the Federal government's planning, acquisition, and
management of IT. GAO representatives provided this working group with critical advice about
how to proceed. On May 17, 1995, the Vice President wrote to Senator Cohen with the results
of our work, much of which was incorporated into the Information Technology Management

Reform Act of 1996.

GAO has continued to share its expertise with us as we begin to implement the Act,

including the appointment of a Chief Information Officer in each agency.

In addition to collaborating with GAO on policy development, the two agencies have
worked together to improve particular information systems. At its best, this collaborative
oversight can avoid sending conflicting signals to agencies and produce solution-oriented
dialogue. Our record on this is mostly positive, as shown by work done with the Department of
Veteran's Affairs to develop and put in place performance measures for the systems
modernization effort at the Veteran’s Benefits Administration. These measures are helping to
ensure that the money spent on modernization measurably reduces the time spent processing a

veteran's claim and otherwise improves customer service and efficiency.

In addition, we have begun work with GAO and HHS’s Health Care Financing
Administration which is developing a major system for medicare transactions. And, we are

working with GAO to establish an investment control process at the Internal Revenue Service to
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improve the management of the Tax Systems Modemization (TSM) program. While GAO’s nine
separate, ongoing inquiries at IRS on this program have not been as coordinated as we would
like, we look forward to developing the constructive, collaborative spirit on the TSM project

which has characterized our other successful oversight activities.

Federal Accounting Standards Advisory Board

In 1990, GAO, Treasury and the Office of Management and Budget (OMB) agreed to a
process to establish Federal accounting standards and concepts, resolving a longstanding dispute
amongst the three principals. At the time that the CFOs Act was passed, the Federal Government
did not have a comprehensive set of accounting standards, although the need was widely

recognized.

The Federal Accounting Standards Advisory Board, or FASAB, was established by a
Memorandum of Understanding among the three principal agency heads -- the Secretary of the
Treasury, the Director of OMB, and the Comptroller General -- concerned with overall financial
management in the Federal Government. The FASAB standard-setting process has elicited
strongly held views by its members. Resolution of these differences has often required substantial
research, analysis, and deliberation. But FASAB has proven its value -- in April 1996, it
recommended the final accounting standard needed to complete a comprehensive set of Federal
accounting standards and concepts. This considerable accomplishment is due to the hard work of

the FASAB members, including GAQ's representatives.
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CFOs Act and Government Management Reform Act (GMRA) Implementation

When the CFOs Act was enacted in 1990, GAO provided leadership in tackling some of
the most difficult and complex first-time financial statement audits of certain Federal agencies
such as VA, SSA, Army, Air Force, Customs and IRS. GAO also provided technical resources
and guidance to assist the Federal audit community in carrying out the new financial statement

audit reqﬁirements imposed by the CFOs Act.

The Government Management Reform Act’s expanded requirement that agencies prepare
and have audited organization-wide financial statements, effective for fiscal year 1996, sets a
challenging goal for Federal agencies. GAO continues to work with the Executive Branch to
assure successful implementation of GMRA. Last year, GAO joined OMB and the Treasury
Department in joint meetings with each agency’s Inspector General (IG) and Chief Financial
Officer to develop strategies to effectively meet GMRA requirements. The three agencies also
joined forces and established the Government-wide Audited Financial Statement Task Force,
consisting of representatives from the CFO Council, agency 1Gs and CFOs, OMB, GAO and
Treasury staffs. The task force is co-chaired by OMB and GAO and it has developed a plan for
the preparation and audit of the first ever government-wide financial statement which will cover
fiscal year 1997 activities. In addition, the task force identified and is addressing substantive
cross-cutting accounting and auditing issues which will impact the agency-wide and government-

wide audited financial statements.
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Government Performance and Results Act

The Government Performance and Results Act (GPRA) was enacted nearly three years
ago with broad bi-partisan support. By forcing agencies to define their missions and goals clearly
along with requiring the establishment of performance measures designed to show the amount of
progress being made toward the achievement of those goals, this Act goes to the very core of
government and its operations. But GPRA's plans and reports will be irrelevant documents unless

they are used by the Executive and Legislative Branches.

We have worked with GAO over many months to develop and sustain a mutual,
supportive effort to bring about successful implementation of this Act. During this time, the
Comptroller General has been at the forefront of those testifying in support of GPRA, and the
positive impact it can have for both branches of government. GAO resources assigned to GPRA
are a substantial help to the agencies. Their reports and analyses are constructive, relevant, and
will lead to better practice and products. A good example is GAO's recent report examining the
GPRA pilot projects. GAQ found shortcomings in some of the pilots, but, to GAO’s credit, they
recognized that the agency pilots are just that, experiments to see how things might work. Rather
than focusing on the shortcomings as a sign of failure, the report builds on the range of
experiences of the pilots to provide a helpful set of benchmarks for future use by the agencies in
their development of strategic and performance plans under GPRA. As a result, we have been

distributing this report throughout the Executive Branch.
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Draft GAQ Management Reform Act

Let me now turn my remarks to Chairman Clinger’s and Representative LaTourette’s draft
GAO legislation. The draft legislation proposes a series of reforms to GAQ's structure, and
eliminates or transfers to the Executive Branch certain GAO functions. We have some general

comments regarding the draft bill.

Titles II and I1I of the bill would transfer to various Executive Branch agencies
a number of functions currently performed by GAO. The functions in Title III are those that will
soon be transferred to the Executive Branch pursuant to Section 211 of the Fiscal Year 1996
Legislative Branch Appropriations Act, which provided for the transfer of these functions to
OMB, with further delegation to other agencies. Title 1II would amend the relevant statutory
provisions to reflect the ultimate delegations. We are in the final stages of determining which
agencies shall perform these functions, and would support an amendment of the relevant statutory
provisions to reflect these delegations. We should be able to provide you with our determinations

within the next few weeks.

Title IT would transfer additional functions from GAO to the Executive Branch. While we
have no general objection to a further transfer of functions from GAQ, we do have concerns at
this time about some of the particular transfers in Title II. In some cases, a function may be better
performed by GAO and, in other cases, a function may be more appropriately transferred to

another Executive Branch agency than the agency designated in the draft bill. We have sought the
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views of the other agencies concerning these proposed transfers, and would be happy to work

with you further on this.

Finally, Title I would make several changes to GAO's organization and authorities. Since

GAQO is a Legislative Branch agency, we would defer to Congress' views on such matters as the
appropriate term and annuity of the Comptroller General and whether an IG should be established
for GAO. However, as Chair of the two IG Councils (the President’s Council on Integrity and
Efficiency and the Executive Council on Integrity and Efficiency), it is my experience that IGs are
most effective in agencies that process Federal dollars in grants, entitlement payments, loans or
contracts -- agencies where IGs can influence the basic way the agency does its business, and thus
influence how substantial Federal dollars are spent and protected from misuse. Given the nature
of GAOQ’s activities and the fact that it already has an internal evaluation function, requiring that

an IG be appointed does not seem necessary.

Title I also proposes to allow GAO to take sworn testimony as necessary to complete
their investigations and reports. We think that granting GAO this authority for use in all
investigations may substantially impede their ability to gather information. Much of GAO’s work
is done on an informal basis, including the collection of useful but anecdotal information.
Creating an atmosphere where every piece of information may trigger an immediate request for
testimony under oath will be counterproductive. Potential witnesses and other information
sources who fear testifying under the penalties of perjury may be less likely to volunteer pertinent

information. Additionally, I would note that this new authority would be much broader than the
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authority the committee's investigative staff now operates under. Very reasonably, the committee
authorizes staff to take sworn testimony only on a case by case basis and then only after both the

committee and the full House have acted on a resolution granting that authority.

Let me conclude by noting that, based on OMB's long experience working with GAOQ, it is
our belief that GAO has performed very effectively during the many decades since it was
established in 1921. Moreover, we are not aware of any fundamental problems with the way
GAO has been operating. Therefore, we think that proposals to reform GAO should not be taken
up until thorough consideration has been given to identifying whether any serious problems exist

and, if so, whether a statutory response is the best way to address any such problems.

This concludes my testimony, Mr. Chairman. I would be happy to answer any questions

you or the other members of the subcommittee might have.
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Mr. HorN. Thank you very much for that comprehensive state-
ment. As I understand it now, this draft legislation that is floating
around has been referred to the executive departments to be coordi-
nated in one response from OMB to this committee.

Mr. KOSKINEN. That's correct, Mr. Chairman. We've asked the
other agencies, particularly with regard to titles II and III, which
are the proposed transfers, to give us their views as to the appro-
priateness of the transfer and whether it’'s headed in the right di-
rection.

Mr. HorN. Did you have any other comments you wanted to
rr}llakg on title II, or have you made all that you want to make on
that?

Mr. KOSKINEN. No, I think that’s all we would have for now. As
I said, when we get the agency responses, we will get you a consoli-
dated response with our suggestions as to where transfers should
be made.

Mr. HoORN. Let me ask you, do you have any suggestions as to
how cooperation between OMB and GAO might further support the
Government Performance and Results Act? Do you have any
thoughts on that?

Mr. KOSKINEN. In my full testimony, I noted, I think, a very con-
structive example of the way GAO has performed. They reviewed
and did a report analyzing all of the pilot programs under GPRA.
And as one would expect, found that there were shortcomings in
some of the pilot programs. But instead of simply focussing on the
shortcomings, they treated the pilots for what they really are,
which is pilot programs; and derived from that review a set of les-
sons learned that the agency should pay attention to as we move
forward. And it was, we thought, such a well done piece of work
that we have shared it across the executive branch with agencies
as they move forward.

In addition, we have within OMB, I have established a cross
OMB agency-wide implementation group for GPRA. And at our
next meeting, we propose to sit down with GAO representatives
and discuss what their plan is in terms of the implementation of
GPRA and share with them our views as to where we'’re going.

We also have planned and have announced to the agencies that
we will do a summer review from OMB this summer of every agen-
cy, taking a snapshot of where the agency is in the development
of its strategic plan and the development of its performance meas-
ures. And we will treat the 1998 budget process and submissions
this fall, to the extent possible, as a dry run. And we expect to re-
view that with GAO, as well.

So I think we are headed in the right direction and have a his-
tory in this area of a cooperative relationship. And I think that
jointly, we will all benefit from this shared experience of trying to
figure out exactly how to come up with appropriate performance
measures for the wide range of businesses in which the Govern-
ment acts today. ,

Mr. HorN. Well, along that line, and it’s probably a little hard
for you with the OMB perspective to answer this question, but I'll
ask it anyhow. In your view, from what you've seen of proper au-
dits and Governmentwide financial statement review by GAO, as
we think of the Government Management Reform Act, does GAO
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really have the resources it needs in terms of trained and qualified
staff to properly make those audits? What’s your feeling on that?
Do you have a feeling based on the audits that go on now?

Mr. KOSKINEN. Well, they clearly have done, we think, an excel-
lent job in the audits that they have performed. Their leadership
is very knowledgeable and very enthusiastic about making this
work. But we do not—I do not personally have knowledge about
the depth of the staff and their resources. And I think the Comp-
troller General can better respond to that question.

Mr. HoRN. In your written testimony, you indicated that OMB
has collaborated with GAO on policy development relating to the
Federal Government’s planning, acquisition, and management of
information technology. How would you rate GAO’s expertise in
these particular areas of planning, acquisition, management of in-
formation technology?

Mr. KOSKINEN. I think it’s one of their strongest areas. I think
they have provided us and the agencies very good advice. As 1
noted in our review that I chaired first within OMB and then
across the executive branch, they provided us very good insights
about how to reform the entire Governmentwide process for not
only acquiring, but managing information technology. And they
have been, I think, a great source of strength to us.

Mr. HORN. As you know, they did extensive best practices review
of private industry and other people that might well be ahead of
Government in terms of the type of technology they’re using. Did
you get the feeling, as you and the others in the executive branch
looked at some of their work, that they’re as familiar with current
technology and the state-of-the-art methods as they could be?

Mr. KoOSKINEN. Yes. As I said, I think we made great progress
building on the work that they had done. Their findings mirrored
a lot of my own experience in the private sector, but they were able
to capsulize it in a way that we found very functional and very
helpful in terms of trying to broaden the perspective of agencies
about what information technology is all about. As they deter-
mined, the major difficulty in the private sector and in the Govern-
ment is when people look at information technology simply in and
of itself as a technical device, rather than using it as a way of im-
proving the way we actually do our work.

And before you buy an information technology system, which
GAO discovered, what the best companies do is they ask the agen-
cies or the people thinking about it ask three basic questions. One
is: Why do we do this work at all? Can we just stop doing it? The
second one is: Is there someone else better able to do this work
than ourselves? And the third is: If we're going to do it, are we
doing it in the most effective and efficient way possible?

And only after working through that syllogism do the best com-
panies consider the nature of an information technology system to
automate that work process. And it’s a fundamental and critical
analytical framework that we think we need to have applied across
the board in the Federal Government.

Mr. HORN. Does the present mechanism for establishing Federal
accounting standards and concepts need to be improved? You dis-
cus:ﬁd ;;his a little bit in your statement, but what's your feeling
on that?
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Mr. KOSKINEN. Actually, I must say since they were at the front
end of that process when I first came here, there were some ques-
tions as to the length of time it would take for the combination of
GAO, the Treasury, OMB and the other members of FASAB to
work its way through a very complicated set of issues.

But I must say, we're all delighted with the fact that FASAB is
finished its work on the basic accounting standards. And I think
those will stand us all in good stead.

Mr. HoORN. I now yield to the gentlewoman from New York, the
ranking minority member, for questioning.

Mrs. MALONEY. Thank you, Mr. Chairman, for yielding. One of
the proposals that is being discussed is to put GAO in a cyclical
authorization schedule as opposed to the permanent authorization
written into the 1921 act. What is your response to this suggestion?
Do you think this is a good idea? Or do you think a permanent au-
thorization is a better approach?

Mr. KOoskKINEN. Well, again, as I said in my testimony, generally,
we really do defer to the Congress. That’s your agency and you
need to make those final judgments. I think our instinct is that the
GAOQO has functioned very well for a long period of time. And it has
done that and its credibility is important, no matter who is in con-
trol of either the executive branch or the legislative branch.

And so I think the risk one has to be concerned about is if you
shorten or provide a relatively short reauthorization period, that
some, at least appearances, will enter into the process that GAO
is more political than it is objective, that it is more responsive to
whomever happens to be in control of the Congress at the time of
the reauthorization. And that, therefore, it will run the risk of ei-
ther pulling its punches or changing the way it does its work.

It clearly needs to be responsive to the Congress, but I think one
of the strengths of GAO over time has been that it has become
viewed as a professional, somewhat independent freestanding en-
tity that provides objective and sound advice. I think to the extent
that at any point in time, in its oversight functions, this committee
or others in Congress feel that GAO is not delivering on its mis-
sion, clearly oversight hearings and dialog are appropriate. But I
think having a regular short review and reauthorization may
change significantly the fabric of the relationship, not only between
l():‘rAO hand the Congress, but between GAO and the executive

ranch.

Mrs. MALONEY. Likewise, the legislation proposes shortening the
term of the appointment of the head of GAO from 15 to 10 years.
And what is your feeling on that?

Mr. KOsSkKINEN. Well, again, that’s even closer to an issue that is
really in the proper domain of the Congress. Again, I think, as I
said in my testimony, our analysis would be one ought to figure out
what the problem is youre trying to solve and then determine
whether that or other changes will be related to the solution of that
problem. And at this point, it’s not clear to us what the problem
is that people are trying to solve by shortening the tenure.

And so you always worry about the law of unintended con-
sequences. If you don't have a clear goal in mind for the change,
you may wake up once you've made the change and discover some
other things have happened that you didn’t really intend.
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Mrs. MALONEY. Over the last few years, GAO has issued a large
body of work that relates directly to issues under your authority,
the Government Performance and Results Act; the National Per-
formance Review, OMB 2000; Chief Financial Officers Act; Infor-
mation Technology.

Looking at each of these areas in which GAO has issued reports
directly related to your work, what contributions do GAO reports
and testimonies make to these efforts to improve management and
accountability in the Federal Government? Were they—what were
the contributions of the GAO reports? Were they meaningful? Or
could you have lived without them?

Mr. KOSKINEN. Well, as I stated in my testimony, I think in all
of those acts—I did not talk about the National Performance Re-
view, but with the other statutes, in all of those cases, GAO made,
I think, significant contributions to our work in the executive
branch.

I think that we clearly don’t agree all of the time. I have ap-
peared on several panels before various committees and sub-
committees of the House and the Senate. And our testimony clearly
does not always go down the same path, which is appropriate. As
I say, I think we appreciate the fact that GAO has to be independ-
ent. And, in fact, on occasion, we will have differences of perspec-
tive and views even about the facts.

But as a general matter, certainly in my 2 years, we have had
a very collaborative and joint—and comfortable working relation-
ship all aimed toward not gaining advantage one way or the other
in terms of the nature of the studies, politically or otherwise; but
basically trying to actually result in improved management. And I
don’t know about their work in other areas, but certainly in these
areas, which have benefited in the past from strong bipartisan sup-
port from the Congress and this committee and subcommittee, in
these areas, I think the goal of everyone has been to try to gen-
erate better management in the Federal Government. And I think
we've had a good relationship there and GAO has made a very
strong contribution.

Mrs. MALONEY. Well, you mentioned that their work focusses on
lasting improvements. Would you say that their work focuses on
lasting improvements or sort of quick fixes and headlines? Or is it
more substantial?

Mr. KOSKINEN. Well, again, I can only speak on a personal basis
for the last few years, but there the work has been focussed signifi-
cantly on trying to make significant systemic changes, rather than
simply pointing out a single problem. On the other hand, they do
a wide range of other audit works that are appropriately ad-
dressed, as the IG’s are, toward looking at areas where there has
been fraud, waste, or abuse. And those, while they have systemic
overtones, also are specific audit functions looking at where there
have been areas where things have not been handled appropriately.
So there is a range of activities they’re engaged in.

But in the areas I work in, they have been working primarily on
systemic change and their recommendations have focused on that.

Mrs. MALONEY. The chairman asked you earlier about GAO’s
focus on a best practices approach, rather than highlighting the
problems that an agency is facing. And in your experience, what
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are the advantages and disadvantages of this best practices ap-
proach?

Mr. KOsSKINEN. Well, we call it best practices. Actually, my expe-
rience over time has been that we probably even should start call-
ing them promising practices, because when you say best practice,
it implies it’s the only way to do it or there is a single best way.
And, in fact, what you’re trying to elicit in which they’re—and they
have done a good job of, is trying to share information and experi-
ences with people so that we don’t continue to reinvent the wheel.

So whether you call them promising practices or best practices,
I think it’s important to understand that you’re going to get sys-
temic change faster if people understand what the problems are
and can benefit from the experience of others. If your only role in
life is to point out the shortcomings of a particular activity, you'll
be in the—as I call it, if you view that as management, you'll be
in the management business for a long time, because the problems
will continue to recur.

So the art form is to identify where the problems are. And it’s
important for people to understand that those problems exist. But
then you move beyond the identification of the problem to a pro-
posal as to what the systemic changes are that not only would ad-
dress that problem, what would prevent similar problems from oc-
curring in the future.

Mrs. MALONEY. I have no further questions, Mr. Chairman.

Mr. HORN. Let me just close on a couple of questions that came
up in your testimony on the idea of witnesses under oath by GAO,
the use of the subpoena power. Do you know of Federal executive
agencies that have such powers? And if so, what are they?

Mr. KOSKINEN. Well, obviously, the FBI and U.S. attorneys have
subpoena power, oftentimes under the control of courts. I'm not
aware of other agencies, but I'm not an expert in that area, that
have subpoena power. And I'm certain that none of them have it
as a regular matter for all of their activities.

Mr. Horn. Well, I'll name you one that I used to be vice chair-
man, acting chairman and a member of. And that’s the U.S. Com-
mission on Civil Rights. It’s in the executive branch. When Con-
gress set it up under the Eisenhower civil rights bill of 1957 essen-
tially, they gave it the subpoena power, they gave it the right to
hold hearings and put witnesses under oath, which we regularly
did when we examined a very explosive situation. And that was a
tool that some of the congressional oversight committees had been
given.

And it also permitted us to protect witnesses under the various
whistleblower laws and this kind of thing that existed. So I found
it worked rather well when you could get witnesses in and hold a
formal hearing. If there was a tendency to degrade any of the wit-
nesses and defame them by some of the testimony, you held that
in executive session. And we did that regularly, to try to protect
the witness. All we were after was, “What'’s the truth on this situa-
tion?”

And I guess my instinct is—and I'll explore this with the Comp-
troller General—the degree to which GAO has used subpoena
power one way or the other and the idea of taking some testimony
under oath. Now, I think you make a point that that might freeze
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off some of the rumor mill, shall we say. Well, you've got a choice
there. You can listen to some of that. And if I was the executive
involved, I guess I'd like somebody having it under oath, not just
doing a smear job on me with the Federal audit agency.

I just wondered what your thinking is on that.

Mr. KOSKINEN. With regard to the whistleblower protection, since
those days of your service on the Civil Rights Commission, we now
have very strong whistleblower protections for Federal employees.

Second, we have to distinguish between agencies that are free-
standing regulatory and information agencies like the Civil Rights
Commission and GAO, which is, in fact, clearly responsive to the
Congress and has an audit role. And I know of other audit func-
tions in organizations where it is viewed that the role of the audi-
tor his to hold its own freestanding hearings and testimony under
oath.

If there were a problem in a particular area, the GAO obviously
could get a hearing held, get subpoenas issued, where it was appro-
priate. I think the concern here is that the act provides—the draft
provides that in fact, GAO could simply at any time it thought it
was necessary, take testimony under oath.

And it’s our concern there, it's not only rumors that you would
stop, but there are a lot of people who are willing and interested
in providing information—that is, actually factual—who are likely
to be deterred if they think that the immediate results is they’re
going to be held to the standards of perjury and have to, in fact,
get advice about how to answer questions where they were inter-
ested primarily in providing information.

Mr. HorN. Well, that's an interesting theory. I don’t know if it
works in terms of ascertainment of the truth in the sense that if
people know they can come in and say anything they want to settle
grudges and not be subject to penalties if they aren’t telling the
truth, I wonder if that’s good for the American body politic and the
governmental processes.

Mr. KOSKINEN. Again, I guess if you had a history of people not
providing factual information in the truth to GAO over the years
of its activity and having—and if GAO had been hamstrung in its
ability to issue reports and make findings, then you, I think, would
want to take a harder look at this. It's not my understanding or
experience that GAO has had any difficulty as a general matter de-
terrrlllining what the facts in a situation are or ascertaining the
truth.

Where there are specific situations where there are either
misconstruance, malcontents or those who, in fact, have their own
reasons for hiding that, there are appropriate ways for GAO to get
the assistance it needs from either this committee or other commit-
tees of the Congress. And it strikes me that that’s a more reason-
able balance than to simply provide that, as a general matter, they
can take testimony under oath anywhere any time.

Mr. HorN. Well, I guess my limited experience in the Congress
of the United States, I found enough examples of executive agen-
cies where the heads of it or one of the two or three heads of it,
if it’s a structure of military side and civilian side, have looked me
right in the eye and lied. And the evidence was in their files. GAO
was asked to get it. GAO was stonewalled by parts of the Depart-
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ment of Defense. And GAQO never really got it, never dug it out. We
knew where it was in the file. We told them where it was.

So we had one lying set of figures submitted versus another. And
they knew they were lying. And they did it consciously.

After my first experience, I went to one of the leaders of the
House on the other side of the isle and I said, “I'm curious. You've
been at this for a number of years, my friend. What do you think?
I was just lied to by one of the senior officials of this agency.” And
he laughed. And he said, “you know, I was just lied to last week,
he said, by one of the secretaries of a relevant agency.”

And I said, “Does it happen often?” He said, “Yeah, it happens
often. You got to be very precise. They’ll get their way out from
under you any way they can.”

I was very precise. And I got that kind of an answer.

So I'm concerned when I know GAO has gotten that kind of an
answer, and it really either didn’t have the tools, didn’t have the
will, or whatever, to follow it up and nail them. And I guess that’s
what concerns me and why I think that GAO ought to have the
tools and ought to use them more vigorously.

Now, I know the game played. The game is that if the executive
branch finds you’re being rough with them in one area, they’ll just
stonewall you in a lot of areas. And that bothers me as a citizen,
where I think the public has a right to know on the files. And as
you know, this committee does have jurisdiction over the Freedom
of Information Act. And we intend to be taking a real review of it
and see what’s wrong with some agencies in producing the informa-
tion that the average citizen wants, as well as the media, as well
as maybe a humble Member of Congress.

In all cases, I find we've got a lot of tales of horrors, if you will,
on when not much cooperation has come. Now, whether the top ex-
ecutives in other parts of the agency know that, I don’t know. All
I know is if that happened on my beat and I was the chief execu-
tive, as I have been, heads would roll if they had denied informa-
tion to a legislative body—in this case, a State agency, in my case.

And this is not a State agency. This is a Federal agency. So if
GAO can't find it out for the Congress, I've got real concerns. If
they let themselves be stonewalled, just because it means that they
will have cooperation the next time. And it’s sort of, you know, you
scratch my back and I'll scratch yours. I want the truth. I don’t
care about who loves whom. I just want the record on the surface.

Mr. KOSKINEN. Right. And I guess my point is when GAO gets
to a point where it’s being stonewalled or this committee or anyone
else is in that position, we all testify under oath, as you obviously
know. It strikes me that there are ways to deal with that on a case
by case basis.

Now, the question here is whether across the board you want to
change the nature of the way GAO conducts its business. And,
again, I think you just have to take a hard look at: What is the
problem and what’s the magnitude of the problem? And what are
the costs of the solution that’s being considered?

Mr. HORrN. Well, those are all mighty fine words. We'll explore
it further. But any further questions the minority has?

Mrs. MALONEY. No, thank you.
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Mr. HOrN. OK. We thank you very much, John, for coming down
and sharing your insights. And we look forward to the report which
OMB will send on this legislation with, I assume, very detailed
comments on some of the suggestions in there. As 1 say, this is sim-
ply legislation before us. It does not have the status of support
from the subcommittee. It’s like any other bill. We take a look at
all of them.

Thank you very much.

Mr. KoskINEN. Thank you, Mr. Chairman.

Mr. HORN. Panel two, Mr. Fosler, Mr. Fritz, and Mr. Tierney.

[Witnesses sworn.]

Mr. HORN. All three witnesses affirmed. We'll just go in the order
which they are in the panel. And that's Mr. Fosler, the president
of the National Academy of Public Administration. And, Scott, as
you know, we deeply appreciate the expertise and advice that the
Academy has provided this subcommittee since January 1995.
You've been very helpful to us. So, please proceed.

STATEMENTS OF R. SCOTT FOSLER, PRESIDENT, NATIONAL
ACADEMY OF PUBLIC ADMINISTRATION; THOMAS V. FRITZ,
PRESIDENT AND CHIEF EXECUTIVE OFFICER, PRIVATE SEC-
TOR COUNCIL; CORNELIUS E. TIERNEY, PROFESSOR OF AC-
COUNTANCY, DIRECTOR, CENTER FOR PUBLIC FINANCIAL
MANAGEMENT, SCHOOL OF BUSINESS AND PUBLIC MAN-
AGEMENT, THE GEORGE WASHINGTON UNIVERSITY

Mr. FosLER. Thank you, Mr. Chairman. I will summarize my
written statement and ask that it be made a part of the record.

Mr. HOrN. Without objection, it’s included at this point.

Mr. FOSLER. In 1994, the academy undertook a review for the
Senate Committee on Governmental Affairs of the roles, mission,
and operation of the General Accounting Office. 'd like to empha-
size four points from the findings of the academy panel that under-
took that review.

First, GAO performs functions that are valuable to Congress, to
Government in general and to the American public—functions that
are growing in importance. Cost analysis, economy and efficiency
auditing, contributions to improving financial management and in-
formation systems, performance auditing and selective program
evaluation are crucial functions, particularly in an era of stringent
budgeting, changing programs and re-engineering of processes.

When major changes are occurring, particularly in operational
decisionmaking when it’s becoming decentralized, auditing, re-
search, and evaluation become all that much more important. Con-
gressional and executive agency staff resources for these activities
have declined, and apparently will continue to decline. The panel
found that GAO at its best is a vital resource to Congress, to Gov-
ernment and to the American public for fact based auditing, re-
search, evaluation and analysis.

Within the context of changes currently being made and con-
templated in Government, the importance of these activities will
surely increase.

Second, objectivity on the part of GAO and broad perception of
its ability to carry out competent, fair and independent analysis are
its most important assets. The panel recognized that in recent
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years, there has been considerable criticism about GAO’s work, in-
cluding concerns about its objectivity and impartiality. The panel
found no evidence of deliberate partisan bias in GAO’s work, but
it emphasized the importance of GAO’s work remaining grounded
in fact based analysis.

GAO’s status as the Government’s central audit agency for audit
and evaluation requires bipartisan trust. The panel made several
recommendations aimed at assuring the continuing objectivity and
independence of GAO’s work.

It recommended sharing GAQ’s strategic planning and priority
setting with its congressional oversight committees and others; ad-
herence to professional audit standards, including obtaining com-
ments from audited agencies on all of its reports; adherence to pro-
fessional program evaluation methods for studies in that category;
and restraint on the part of congressional committee leadership
and individual members in requesting GAO to undertake studies
that will draw GAO into partisan issues that lack a solid factual
base for empirical judgment.

If it is to maintain its objectivity and serve its core mission, GAO
should not be expected to take positions on broad policy issues sub-
ject to political debate. And it should build the capacity to assess
how agencies are performing their identified public missions and
how they are dealing with changes emerging from policy decisions
and also to assess the impacts of changes on both program costs
and results.

Third, while the panel did not address the impact on GAO of a
very substantial additional cut in its budget, it did note that GAO
was in the midst of a major downsizing at the time of the review.
And based on the panel’s work, we believe additional reductions in
GAO’s resources at this time could adversely impact the organiza-
tion’s ability to carry out its statutory mission and respond to con-
gressional requests for GAO’s services.

Fourth, in order to open up GAQO’s internal processes and con-
tribute to its efficiency and effectiveness, the panel recommended
that GAO establish clear terms of reference for all GAO projects.
Terms of reference would outline clearly in writing objectives and
research questions, the scope of the work to be undertaken, general
methods and sources to be applied, staff skills, costs, and time
needed to complete the work.

GAO staff managers and requesters, if any, would agree on the
terms of reference before the job is approved and work begins.

The full committee staff provided us a draft bill which would
make several changes in GAO. Our panel considered most of these
changes at the time of their study, and concluded at that time that
several of the changes or the objectives behind them could and
should be achieved without legislation.

In summary, the academy panel, whose members began from
quite different perspectives on GAO, produced a consensus report
that was unanimously approved. The panel concluded that the
work of GAQ, an institution created almost 75 years ago, is essen-
tial to functioning democratic Government in the United States.
While the panel did not see a need for any legislative changes, it
found opportunities and needs for improvements in processes and
perspectives in both GAO and Congress. And the key point it found
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is to maintain the independence and objectivity of the Federal Gov-
ernment’s central audit agency by assuring that it is permitted to
focus and does indeed focus on its core functions, a fact based au-
diting, research, evaluation and analysis.

Thank you, Mr. Chairman. And I'd be happy to answer any ques-
tions.

[The prepared statement of Mr. Fosler follows:]
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R. SCOTT FOSLER
PRESIDENT

NATIONAL ACADEMY OF PUBLIC ADMINISTRATION

Mr. Chatrman and Members of the Subcommittee:

I am R. Scott Fosler, president of the National Academy of Public Administration. We
are pleased to respond to your request for our views on the General Accounting Office. This
is one of the vital institutions of government that we have all come to rely upon for independent,
non-partisan, and authoritative information and analysis of government operations and
performance. Given the need to appoint a new comptroller general later this year, this is a

particularly propitious time for your committee to focus on GAO’s mission and capabilities.

In 1994, the Academy delivered a final report to the Senate Committee on Governmental
Affairs on the roles, mission and operation of the General Accounting Office. A prestigious
panel chaired by Alan K. Campbell conducted a year-long assessment of GAO’s mission, work
processes, functions and work products, and also how Congress uses GAO. The report
identifies issues, presents findings related to the work GAO does and the nature of its operations,
and proposes recommendations for the consideration of Congress and GAO. While the panel
did not see a need at that time for any legislative changes, it found opportunities and needs for

improvements in processes and perspectives in both GAO and Congress.

I have attached to my prepared statement a copy of the report’s executive summary and

a list of panel members for inclusion in the hearing record.
1 would like to emphasize four points, on the basis of the panel’s work.

1. GAO performs functions that are valuable to Congress, to government in general
and to the American public - functions that are growing in importance. Cost analysis,
economy and efficiency auditing, contributions to improving financial management and
information systems, performance auditing and selective program evaluation are crucial
functions, particularly in an era of stringent budgeting, changing programs and

reengineering of processes.

The point 10 be emphasized is that when major changes are occurring -- particularly when

operational decisionmaking is decentralized -- auditing, research, and evaluation become
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enormously important. Congressional and executive agency staff resources for these activities
have declined, and apparently will continue to decline. The panel found that GAO at its best
is a vital resource to Cdngress, to government, and to the American public for auditing,
research, and evaluation. Within the context of changes currently being made and contemplated,

the importance of these activities will increase.

The panel did conclude that GAO "gotcha™ reports -- that is, narrow findings suitable for
headlines that a public agency is doing something wrong, or could do something better -- are
often not useful. Historicaily, they do not lead to management improvement. In most cases,
they do not provide specific practical agendas for institutional change or clear estimates of the
costs of recommended changes. Requests for GAO work to be used by committees to create
hearing scenarios critical of agencies, without comprehensive review of comparative costs and
benefits of alternatives, often do not contribute to constructive improvements in government

processes or outcomes.

2. Objectivity on the part of GAO and broad perception of its ability to carry out
competent, fair and independent analysis are its most important assets. The panel
recognized that in recent years, there has been considerable criticism about GAO's work,
including concerns about its objectivity and impartiality. The panel found no evidence of
deliberate partisan bias in GAO’s work. The panel made several recommendations aimed at

assuring the continuing objectivity and independence of GAO’s work.

Congress should not lose sight of the fact that GAQ is the American government’s central
auditing agency. All democratic industrialized nations have central auditing agencies which
aspire to have professional values and integrity. Through foreign aid programs the United States
is urging developing countries and the countries emerging from communism to create such

agencies.

GAO’s status as the government’s central audit agency for audit and evaluation requires

bipartisan trust. The panel’s recommendations for serving that objective include:
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L] sharing GAO’s strategic planning and priority setting with its congressional oversight
commitiees and others;

L] adherence 1o professional audit standards -- including obtaining comments from audited
agencies on all its reports;

L4 adherence to professional program evaluation methods for studies in that category; and

L restraint on the part of congressional committee leadership and individual members in
requesting GAO to undertake studies that will draw GAO into partisan issues that lack

a solid factual base for empirical judgment.

Like most private sector businesses engaged in reorganization and reengineering, the
panel concluded that GAO should define and focus resources on its core functions, on those
functions not provided by other sources and to which its legislated mission gives priority. If it
is to maintain its objectivity and serve its core mission, GAO should not be expected to take
positions on broad policy issues subject to political debate. Should taxes be cut? Should taxes
be raised? Should government grow? Should government shrink? Should the federal
government’s responsibilities shrink and state and local government grow? These are not issues
that belong on the agenda of the central audit agency. But GAQ should build the capacity to
assess how agencies are performing their identified public missions and how they are dealing
with changes emerging from policy decisions, and also to assess the impacts of changes on both

program costs and results.

3. The panel did not address the impact on GAO of a very substantial additional
cut in its budget. The panel did note, however, that GAO was in the midst of a major
downsizing at the time of its study. The size of GAO’s staff had been relatively stable at about
5,100 from FY 1979 through FY 1992. GAO downsized from 5,062 staff-years in FY 1992 to
4,900 in FY 1993 t0 4,500 in FY 1994. We understand that staffing levels will be reduced
further to about 3,500 by the end of FY 1996. Based on the panel's work, we believe additional
reductions in GAO resources would adversely impact the organization's ability to carry out its

statutory mission and respond to congressional requests for GAO services.

The panel found that Congress -- through its committees and individual members --
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and development and other consulting services also requires clear benchmarks, cost and schedule

estimates. The TORs identify the product that the organization is providing at an agreed upon

price.

The panel concluded that effective use of TORs would have three major impacts:
1) improving the efficiency and effectiveness of GAO operations; 2) linking its work agenda

more effectively to congressional priorities; and 3) giving higher visibility to GAO undertakings.

Better definition of jobs and the teams assigned to them up front would improve quality,
substantially reduce review and rework after drafts are prepared, decrease time and costs of jobs,
and give job teams clear benchmarks to meet. They would also better define sources and

methods, thereby avoiding later criticisms of weak or biased research.

Each GAO job would have a cost tag attached before it was authorized. In the past, any
congressional committee or member could ask for a GAO job (in effect generating demand for
GAO services) without any consideration of cost. If a good or service is perceived as free,

demand for it is nearly unlimited.

We were pleased to learn that GAO has adopted a new job management process that
includes providing congressional requesters "commitment letters” which specify job objectives,
scope and methodology, product type and delivery date, and any Special considerations. Our
panel also recommended that estimated job costs be disclosed and that the TORs be provided to

both majority and minority members of the requesting committee or subcommittee.

In summary, the Academy panel, whose members began from quite different perspectives
on GAO, produced a consensus report that was unanimously approved. The panel concluded
that the work of GAQ, an institution created almost 75 years ago, is essential to functioning
democratic government in the United States. While the panel did not see a need for any
legislative changes, it found opportunities and needs for improvements in processes and
perspectives in both GAO and Congress. Now it is up to Congress to ensure that such
improvements are made and that GAQ’s capacity to perform its basic mission is preserved and
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requested from GAO a level of work that severely taxed the agency’s resources. GAO tried to
respond to every request from congressional committees and members of Congress that fell
within its general issue areas and did not unduly duplicate other work -- often including requests
generated by congressional staff of which the members themselves may not have been fully
aware. In addition, a considerable number of projects emerged from issues identified in prior
GAO studies and from the internal GAO strategic planning process which were usuaily supported
by a congressional request letter. (For that reason, the panel noted that the percentage figures

on the share of congressionally requested versus self-initiated work are of uncertain meaning.)

Although not designed to reduce costs or to downsize GAO, a number of the panel’s
recommendations could improve GAQ’s efficiency and effectiveness, because of their emphasis
on preserving and improving quality and cost-effectiveness by making GAO’s work processes
more open, visible, and efficient. One category is the group of recommendations that would
open up scrutiny of GAQ work priorities to public and congressional discussion. Another group
of recommendations would alter internal GAO work processes in ways that would shorten the
time needed to complete work while simultaneously improving the quality of the product. GAO
has provided us information indicating that some action has been taken in response to most of

these recommendations.

4. In order to open up GAQ’s internal processes and contribute to its efficiency and
effectiveness, the panel recommended that GAQ establish clear "terms of reference" (TORs)
for all GAO projects.

Terms of reference for a GAQ project would outline clearly, in writing, objectives and
research questions; the scope of the work; general methods and sources to be applied; staff
skills, costs, and time needed to complete the work. GAO staff, managers, and requesters, if
any, would agree on the TORs before the job is approved and work begins.

TORs are not a pew invention. Studies contracted by federal, state and local
governments from the private and non-profit sectors have long required specific terms of

reference in the bidding or procurement process. Business-to-business contracting for research
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even enhanced.

The full committee staff provided us a draft bill which would make several changes in
GAO. Our panel considered most of these changes at the time of their study, and concluded at
that time that several of the changes or the objectives behind them could and should be achieved
without legislation. For example, the draft bill would require that the cost of each GAO project
be published in the report at the completion of the study. The panel recommended that estimated
project costs be disclosed at the beginning of a study, as well as any significant changes in costs
as the project proceeds. We understand that GAQ has already begun this practice. Including
actual costs at the end of the study is compatible with the panel’s recommendation, and could

become a regular practice without legislation.

The draft bill also would require committees to reimburse the comptroller general for
GAO employees assigned to them. The panel did not recommend reimbursement, but urged that
Congress and GAO continue to monitor closely the use of detailees, abide by limits already

provided, and publish annually the numbers, length, and nature of detail assignments.

The bill would end GAO’s permanent authorization in the year 2001, requiring
reauthorization annually or periodically thereafter. This is similar to a recommendation made
in 1993 by the Joint Committee on the Organization of Congress to repeal GAO’s permanent
authorization and require a new a;umoxizalion every eight years. “The intent was to solve the
problem of Congress’ "irregular and unsystematic oversight” of GAO. The Academy panel did
not support the proposal for eight-year reauthorization. The panel stressed the need for
"continuing and systematic oversight of GAO, " and concluded that congressional concerns could

be better remedied by hearings at least biennially by GAO'’s oversight committees.

The panel was concerned that "the dynamics leading up to the reauthorization year
would put political pressures on GAO that run counter to the Congress’ interest in ensuring the
objectivity and credibility of this primary audit and evaluation agency and preserving access to
reliable, objective research and analysis.” The panel noted that most major government

departments are not subject to periodic reauthorizations (although their programs are), but that
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GAO, like all major government departments and agencies, is subject to legislative changes at
any time Congress desires. Annual reauthorization would put continuous pressure on GAQO’s

independence.

The bill would reduce the comptroller general’s term of office from 15 to 10 years and
make a number of other changes affecting the comptroller general’s compensation. Our panel

considered the term length during its study but did not take any position on it.

The panel considered proposals to require establistunent of an inspector general in GAO,
and did not support them. The panel considered the Comptroller General responsible for
assuring the effectiveness, efficiency, and integrity of GAO. The individual in that position
needs flexibility to establish and adjust structures and processes to fulfill that responsibility. The
panel concluded that an effective external peer review process for all categories of GAO work

was an essential additional safeguard on the quality and integrity of GAO work.

In short, the Academy panel concluded at the time of its study that legislation was not

required to make necessary improvements at GAQ. The panel cautioned that:

Any changes . . . should be carefully designed to maintain the value and the asset that
GAO has brought to government over 70 years -- assets of credibility and objectivity,
flexible staff resources, and a leadership role in auditing and evaluating activities
supported by public funds and in improving the financial integrity, management and
accountability of government.

While GAO may not have solved all its problems, its response to the panel
recommendations to date shows that positive actions can be taken without changing the law.
Any legislative action should take care to preserve the integrity, capability and independence that
our pane! thought was so important to maintaining an effective central audit institution for

government.

Mr. Chairman, this concludes my prepared statement. We would be pleased to respond

to any questions.
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ATTACHMENT

THE ROLES, MISSION AND OPERATION OF
THE U.S. GENERAL ACCOUNTING OFFICE

Report Prepared for the
Committee on Governmental Affairs
United States Senate

by the
National Academy of Public Administration

October 1994
EXECUTIVE SUMMARY

The Senate Committee on Governmental Affairs asked the National Academy of
Public Administration to convene an expert panel to examine the roles, mission and
operation of the U.S. General Accounting Office (GAQ) in May 1993. This report
presents the findings and recommendations of the panel, focusing on GAO’s mission and
roles, its relationships with Congress and with federal executive agencies, the quality of
its work, and its work processes.

GAO has been a valuable part of the federal government for more than 70 years,
providing auditing, research and evaluation to government generally and to Congress in
particular, which could not be easily and readily replaced. GAO’s most important assets
are its objectivity and impartial fact-finding and analysis that have given its reports and
testimony a special standing in discussions and debates on government performance.

In recent years, there has been considerable criticism about GAQ’s work, including
concerns about its objectivity and impartiality. Interviews conducted for this study
revealed these concerns even among congressional staffs who most strongly support GAO.
While the panel found no evidence of deliberate partisan bias in GAO’s work, the panel
did find that GAO’s credibility and authoritativeness will be eroded by its involvement in
policy areas without a solid base in research and evaluation.

The panel’s major conclusion is that GAO and Congress should give greater
attention to the scope of work GAO does, how it uses its resources, the quality of its work
products, the objectivity of its findings and conclusions, and the fairness of their
presentation and release.

GAQO’s status as the government’s central agency for audit and evaluation requires
bipartisan trust, particularly in a time of partisan conflict. The panel concludes that two
major approaches are necessary to serve that objective: 1) restraint on the part of GAO
and congressional requesters of its work, to avoid reports that do not have a firm factual
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base within GAO’s competence; and 2) continuing congressional oversight of GAO, with
increased sharing of information, including GAQ’s strategic plans, lists of jobs started,
terms of reference for individual studies, periodic peer review reports, and improved
GAO performance indicators, as well as agency comments routinely and consistently
obtained on individual GAO reports.

GAO MISSION AND ROLES

GAOQ’s Vision, Mission, and Guiding Principles

GAQ’s mission and roles are becoming broader and more diverse than
appropriate for the government’s central audit and evaluation agency, going beyond its
core purpose, skills, and resources.

GAO'’s statutory authorization, dating from the 1921 legislation that established it as
an agency independent of the executive branch, gives the comptroller general a broad mandate
to make recommendations on the economy and efficiency of public expenditures, to prescribe
systems and procedures for appropriation and accounting, and to undertake investigations and
reports ordered by any congressional committee. This mission has been broadened over the
years by additions to the original statute and specific provisions in laws requiring numerous
periodic or one-time reports on specific programs and expanding GAO’s general management-
oriented responsibilities.

Internal GAO processes for defining mission and roles -- most notably the processes
of strategic planning and total quality management (TQM) -- have defined objectives for GAO
that are very ambitious and reach beyond GAQ’s core mission. As part of the TQM process,
GAQO has defined its organizational vision as follows: "We aspire to be the world’s leading
organization engaged in audit, evaluation, and public policy analysis." This formulation
encourages GAO to become more involved in policy questions, in a way that may extend
beyond the appropriate role of the government’s central audit agency and beyond its
resources. To be the world leader in audit, evaluation, and policy analysis is an unrealistic
aim, in light of the diversity of management, program and policy issues and the degree of
specialization required to perform sound policy analyses and policy development across that

full range.

GAO has become increasingly involved in policy analysis and policy development.
Elected officials have the responsibility to set public policies and priorities. GAO’s
appropriate role is not to formulate policy but to contribute information and analysis that
decisionmakers can use in evaluating options and making policy choices. Congressional
staffs, majority and minority, overwhelmingly suggest that GAO’s most effective contribution
to decision making is to provide accurate, reliable information and fact-based audit and
evaluation.

The panel recommends that GAO revise its vision and mission statements to reflect
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more focused and realistic objectives, building on its own standards and guiding principles,
along the following lines:

GAO'’s principal mission is to produce high quality research that is objective
and independently derived; fact based, accurate, and timely; and presented in
a way that will be meaningful and usefu] to responsible officials performing
oversight and formulating legislation and policies to guide the management and
accomplishment of public purposes.

The panel recommends a shift in GAO perspectives and methods, from promoting
process-oriented controls to examining the root causes of problems in order to help improve
the effectiveness of program outcomes. GAO should also ensure that it has the staff skills
and resources to match its work priorities, particularly in the areas of program evaluation,
cost analysis, and financial and other management systems.

GAO should take a cautious approach to policy analysis and policy development,
building from a foundation in research, audit, and evaluation. Congressional requesters of
GAO work should not put GAO’s role and reputation as impartial, objective auditor and
evaluator in jeopardy by posing research questions that inevitably place GAO in areas of
conflict over policy priorities and values, without a solid factual base or objective standards

for review.

GAOQ Strategic Planning

GAO’sinternal strategic planning and its relationship to congressionally-requested
work is not known to most congressional members and staff. A more open strategic
planning process at GAO would help create greater understanding of GAO’s work
priorities and address concerns about GAO’s perceived reliance on congressional
requesters to define its work.

GAO maps its work priorities through an internal strategic planning process that
identifies research questions and projects likely to make a useful contribution to meeting vital
congressional interests and needs. The GAOQO strategic planning process is largely
confideatial, as is the nature of the jobs GAO is starting. Few outside GAO are aware of the
strategic planning process, the resulting work plans in each GAO issue area, and the
important role they play not only in GAQO’s choice of self-initiated work but also in the
requests that Congress makes for work. GAO and congressional staffs hold frequent
discussions of issues and interests and negotiate requests for specific jobs, often based on
issues that GAO has identified as the potential focus for useful future work or related to
continuing streams of GAO work.

In the panel’s view, the comptrolier general’s discretion to define important issues and
to advise Congress on areas for audit and evaluation is important and valuable for GAO. But
a higher level of openness, accountability, and exchange of information is needed; more
sharing of information on GAQ'’s strategic planning and choice of work can help to resolve
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misunderstandings and congressional uneasiness with the work GAO does and its use of
resources. The panel recommends that GAO systematically consult with congressional
committees, executive agencies, and experts in each issue area, as part of its planning
process. GAQ should provide its summary strategic plan to GAO’s oversight committees and
distribute the plan in its final form to other members of Congress, as well as executive branch
agencies and officials.

Quality Management and Customer Focus

GAOQ has taken an example from the private sector and TQM to "focus on the
customer, " which GAO generally defines as Congress. Interviews for this study and GAO’s
own 1992 survey of congressional staffs indicate some discomfort in Congress with GAO’s
"customer focus™ language, and some suspicions that GAO is becoming too willing to tailor
its work to the interests of requesters and satisfy the committee and subcommittee staffs who
are the major requesters and users of GAO work.

Approaching Congress as "customer” has several built-in problems:

1. Congress consists of hundreds of individuals with diverse and often conflicting
interests. Therefore, work that might please one committee or member is unlikely to

please all the others.

2. Unlike the typical private sector "customer,” congressional requesters do not pay or
even perceive a cost for GAO work, and most are not aware of the costs of the work

GAO does for them.

3. GAO'’s credibility depends on its reputation for impartiality, which could be damaged
by an overemphasis on pleasing any individual requester.

: The panel recommends that GAO clarify what it means to be "responsive” to Congress
while preserving objectivity and professional standards for audit and evaluation.

GAO WORK PROCESSES

Internal Design and Review of GAO Work

GAO work processes tend to proceed in uniform, hierarchical patterns with
inadequate definition at the outset of the objectives, methods, and type of work, and
cumbersome review processes at the end.

GAO work products include blue cover reports -- ranging from substantial "chapter
reports”" to shorter "letter reports, " written briefings, fact sheets, and correspondence issued
in blue covers -- as well as oral briefings, shorter and less formal correspondence, and
historical or other factual series of studies or guidance. Despite the diversity of its tasks,
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GAO tends to work in uniform patterns that produce reports in similar formats. In the
panel’s view, controversies over GAO studies generally reflect misunderstandings of the basic
research objectives and different views on sources and methods. Some congressional staffs
do not feel that GAO did the work they requested. In some cases, GAO’s methods do not
seem suitable to its conclusions.

The panel has several major recommendations on GAQ’s work processes: 1) GAO
should develop clear "terms of reference” (TORs) for each job before it is started, outlining
the objectives, general methods and skills to be applied, timing and estimated cost; 2) at the
beginning of each job, GAO should form work teams that represent the full range of skills
and experience needed across all organizational units and levels at GAO, working collegiaily
throughout the project; and 3) GAO should replace sequential, hierarchical reviews of reports
with concurrent, interactive reviews, as well as frequent consultation and participation of
supervisors and managers throughout the planning, research, and drafting process.

The panel sees developing terms of reference as the most important change from the
way GAO now works. GAO should negotiate these terms with congressional requesters of
a project, if any, and share them with the agency subject to study. Terms of reference for
studies requested by committees should be shared with all committee members, majority and
minority. GAO should retain flexibility to design the specific methodology and develop the
research, but developments during the course of study that require major adjustments in the
terms of reference should be discussed with requesters and the agencies in question.

Agency Comments

A major cause of concern about the objectivity of GAO’s work is the way in which
the results are shared with agencies and interested members of Congress. Contrary to GAO’s
published standards for government auditors (the "yeHow book™) -- which call for comments
from the agency subject to audit and evaluation — congressional requesters have increasingly
instructed GAO not to get agency comments on its draft reports and sometimes not even to
brief agencies orally about the results of a study. In some cases, this sets up "ambush
hearings" for which neither executive agencies nor other parties have substantial notice.

Executive comments on GAO reports can serve several purposes:

® Reduce the potential for factual errors or misunderstandings;

¢ Reveal language that might raise sensitivities that GAO did not realize; and

¢ Contribute to greater cooperation and receptivity to the GAO reports on the part of
the agencies being studied, thus significantly increasing the possibilities of effective
response in the organization.

The panel recommends that GAO consistently seek written comments from subject
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agencies on all reports that audit or evaluate executive activities, with a 30-day limit for
responses, and potential extension to a total of 60 days in special circumstances.

Performance Indicators

GAO emphasizes process not only in its recommendations but also in its tracking
systems and its indicators of its own performance and accomplishments. The panel
recommends that GAO revise its performance indicators, to reduce emphasis on process and
inputs and focus on measures of the outcomes and impacts of its work. GAO's performance
indicators should include not only estimates of net savings but also associated improvements
in the efficiency and effectiveness of programs. GAO should also increase its internal
resources and capacity to analyze the costs and budget impacts of its recommendations, as
well as to assess agency cost accounting and performance measurement systems.

External Peer Review

GAO should establish and budget for external peer review of its completed work on
a continuing basis. The volume and diversity of GAO work are not compatible with formal
review before jobs start or as part of the report review process. GAO, however, should work
with professional associations and other experts to organize a process for having specialized
panels of objective peers from outside GAO assess and report on samples of completed GAO
work, covering several selected categories each year.

GAO FUNCTIONS AND WORK PRODUCTS

The nature of GAO work has evolved over the past 30 years, resulting in less
emphasis on audits, particularly financial audits, and increased resources directed to
program- and policy-related work. The quality, usefulness, and importance of GAO’s
work products are uneven. The panel also found lack of clarity in the objectives of
individual GAO reports and the standards or criteria for making findings and
recommendations. Overemphasis on procedural controls still prevails in many studies.

Categories of GAQ Work

GAO currently undertakes six principal categories of work: 1) financial audits; 2)
economy and efficiency audits (including non-financial compliance audits); 3) program
evaluation; 4) policy analysis and policy development; 5) management studies; and 6) special
investigations. These categories are not sharply defined and elements of several categories
are frequently mixed in a single GAO study. Partly as a consequence, a job may lack clear
objectives at the outset, in conflict with the “yellow book" standards that GAQO prepares as
a guide for federal, state and local government auditors.
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The panel recommends that GAQ develop clearer definitions, objectives, and standards
for all the categories of work it performs; strengthen results-oriented assessment of
government activities (particularly in the category of program - evaluation); continue to
strengthen its capacity to audit and advise agencies on systems and standards for financial and
information management; include substantially greater cost analysis in its work in audit,
evaluation, and policy analysis; base its policy analysis and policy development on fact-based
audit and evaluation; and restrict recommendations for added oversight and control that are
not based on a demonstration of expected net benefits.

GAO's special investigations work (which secks to identify criminal behavior in
government) should be kept separate and distinct from audit, evaluation, and management
analysis done by issue area staffs. The pavel recommends that congressional oversight
committees work with GAO to develop clear standards for GAO investigative work and
guidelines for referring requests for investigations to federal law enforcement agencies.

General Management Reviews and Related Work

GAQ is at a crossroads in its management work. It has developed a cooperative,
consultative approach to conducting general management reviews and providing technical
assistance to agency leadership on systems improvements, which many agencies have
found constructive. The panel finds inconsistencies between the attitudes and approaches
involved in process-oriented, adversarial audits and the skills and relationships needed
for GAO to play a potentially growing role in providing general management analysis
and technical assistance to executive agencies, with the support of Congress.

The research done for this study shows that adversarial relationships between
auditor/evaluator and agency ot program management seldom lead to productive general
management improvements. Aggressive oversight can identify, expose, and punish
mismanagement that violates law -- a legitimate function, within limits -- but it historically
does not improve management in the long term. Providing effective review and technical
assistance to agency management usually involves a cooperative relationship with executives
responsible for management change.

The panel recommends that GAO launch a major internal training process to convey
the lessons learned from its general management studies throughout its own issue area staffs
to bring those lessons to bear on all audit and evaluation activities. It should continue this
area of work and build the lessons into the whole range of GAO work. To fuifill its statutory
role under the Government Performance and Results Act of 1993, GAO should work
cooperatively with OMB, executive agencies, and oversight committees, not to audit but to
record the experiences in pilot projects under the act, in a non-adversarial context, in order
to make a methodologically sound evaluation of the implementation of the law as required in
1997.
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CONGRESS AND GAO

While the panel found no evidence of deliberate partisan bias in GAO work,
Congress has increasingly embroiled GAO in political and policy controversy,
threatening its impartial role and institutional standing. Increasingly adversarial
relationships between congressional and executive entities in the last 20 years and intra-
Congress rivalries make it hard for GAQ to produce objective work — and to be
perceived as doing so. Any use of GAO that erodes perceptions of its fairness and
objectivity reduces its usefulness.

The way Congress uses GAO largely determines GAO’s continued value as an
institution.  Congressional views of GAO's mission vary widely: some see it as an
independent audit agency; others treat it as a servant of Congress and an infinitely flexible
addition to congressional staff resources. The demand for GAO work always exceeds the
capacity and resources of GAO, particularly if GAO is to produce timely, high quality
results. The result is a considerable variation in the time GAO can devote to, and the quality
of work GAO can produce for, different jobs.

Congressional Requests

Requests from congressional committees and subcommittees and individual members
for GAO jobs have increased dramatically in number and scope, while GAO budgeted staff
remained stable for a decade and declined 10 percent from 1992 to 1994. In fiscal year 1993,
80 percent of GAO staff-years of work were devoted to fulfilling congressional requests or
mandates and the other 20 percent was for self-initiated work, which falls under the name
"basic legislative responsibilities” at GAO. This represents a sizable decline in self-initiated
work from a decade earlier, when self-initiated work took 53 percent of GAO staff time.

The degree of actual change is not clear, however, because a large proportion of
congressional requests involve continuing streams of work in the GAO issue areas or reflect
GAO priorities raised in its internal strategic planning process. Many committee staff
members are satisfied with the way GAO projects are developed, although some are uneasy
with having GAO spend so much of its time fulfilling congressional requests and others would
prefer that GAO not shape so much of its own work.

As much as possible, congressional requesters of GAO work should create a non-
partisan environment in which GAO can function. They should not assign to GAO report
topics and research questions that would place GAO in the midst of value-based debates and
political controversies. Also, congressional requesters should expand their focus from
immediate shortcomings of programs and agencies (the "gotcha” approach) to efforts to
develop systems that will generate better management, timely and accurate information, and
comprehensive program evaluation on a sustainable basis.



Detailees

An issue of continuing congressional controversy is the assignment of GAO staff to
committee staffs as detailees. Detailees have been heavily concentrated in some committees
and subcommittees, mainly serving the chair and working with the majority staff.
Sometimes, detail assignments have continued substantially longer than the official one-year
limit. In the last year, GAO has committed to following the one-year limit on detail
assignments and has cut the number of detailees by half. The panel recommends that GAO
strictly follow the one-year limit and that GAO publish an annual report of the numbers,
length and scope of detail assignments.

Oversight and Reautharization

GAO'’s congressional oversight committees need to do more regular, continuing
oversight of GAO. A requirement for periodic reauthorization of GAO, however, could
threaten GAQ’s ability to perform its mission as objective audit and evaluation agency.

The panel believes strongly that the Senate Committee on Governmental Affairs and
the House Committee on Government Operations should provide continuing, systematic
oversight of GAO. Congress can change GAQ's authorizing statute at any time and affect
GAO activities through work requests and annual appropriations.

The December 1993 reports of the Senate and House members of the Joint Committee
on the Organization of Congress recommended replacing GAO’s permanent authorization with
a required reauthorization every eight years. Most panel members are concerned that a
requirement for periodic reauthorization would put political pressures on GAO during every
reauthorization cycle that run counter to the interest of Congress in ensuring objectivity and
credibility of the central audit and evaluation agency.
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Mr. HorN. Thank you, Scott. And now I notice the attachment
with your remarks. The “Roles, Mission, and Operation of the U.S.
General Accounting Office,” which you prepared for the U.S. Senate
Committee on Governmental Affairs. And it’s around May 1993.
You want that included in the record, I would assume?

Mr. FOSLER. We would appreciate it, Mr. Chairman. That’s the
executive summary of the report.

Mr. HORN. Of the report, very good. Let me now call on Mr.
Thomas V. Fritz, the president and chief executive officer of the
Private Sector Council. If you don’t mind, Mr. Fritz, tell us a little
bit about the Private Sector Council before you get into your testi-
mony.

Mr. FriTz. Mr. Chairman and members of the subcommittee,
good afternoon. I'm pleased to be with you today and hope to be
helpful. Private Sector Council is a nonpartisan, nonprofit public
service organization dedicated to improving the productivity, effi-
ciency and management of the Federal Government through a co-
operative sharing of knowledge between the public and private sec-
tors.

For more than 13 years, our members have quietly, and at no
cost to the Federal Government, worked with and at the invitation
of Government leaders to bring savings to our Nation.

We've been asked to present our views today on the state of the
U.S. General Accounting Office. I speak to you today as a person
who has over 33 years of experience with one of the world’s largest
certified public accounting firms, working in roles from client serv-
ice to senior management positions.

I also speak to you today as a person who has worked on a num-
ber of Private Sector Council projects with GAO and with Federal
departments and agencies, projects where GAO audit, where it
pointed out control or other deficiencies that needed corrections, or
where new financial standards or presentations were being consid-
ered. My comments today are from this background and perspec-
tive.

GAO was created by Congress in 1921 to not only help Congress
fulfill its legislative and oversight responsibilities, but to foster the
important responsibilities of accountability and stewardship of any
democratic Government to its people. They have done this in a way
that has earned GAOQO the right to have pride in their accomplish-
ments.

In recent years, GAO has been a prime mover in contributing to
the advancement of clear, more accurate, useful financial informa-
tion from which better management decisions on budgeting, tax
policy and the overall direction of Government can be made. Al-
though much more remains to be done, the progress which has
been made would not have been made without a lot of good work
by the Comptroller General, the General Accounting Office and
other audit organizations, as well as the dedicated leadership of the
CFO Council and Congress.

In these brief remarks, I want to focus my comments on just two
points: the importance of continuing to encourage in GAO the spirit
of constructive criticism and helpfulness; and, two, a need for the
increase in the capacity to capitalize on the productivity that comes
from information technology.
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With the enactment by Congress of the Chief Financial Officers
Act and other legislation, the ultimate goal of more credible, rel-
evant and readily accessible financial information should become
realized in the future.

The first step has been taken: That of preparing and auditing fi-
nancial statements for the first time for some of the largest Gov-
ernment organizations. These audits have not been easy. Neverthe-
less, this audit work has been of great benefit to Government.
Through the audit process, we at PSC have directly seen progress -
in Government confronting serious financial confusion and finan-
cial management weaknesses, where GAO has performed work.
These audits are bringing important discipline to financial manage-
ment and control systems. Scores of deficiencies identified by GAO
through the audit process have been presented in a balanced man-
ner to agency management for corrective action, but as GAO re-
sources become stretched, constructive criticism can become harsh
criticism, and helpfulness can disappear. I know from years of ex-
perience in the private sector that to be helpful, auditors have to
be patient, yet persistent; cooperative, yet independent; under-
standing, and yet forceful.

Over the past several years, GAO has worked with Congress to
reduce GAO’s resources. GAO has reduced its staff by at least 25
percent in a little more than 3 years and stands today at a staff
size that is comparable to its size in 1940, despite the fact that dur-
ing the past 50 years, our Nation and Government have grown and
the complexity of Government has never been greater. Continued
reductions in auditors and technology resources will, I believe, hob-
ble GAO’s capacity to effectively carry out its mission and will jeop-
ardize the enormous benefits that are derived from GAO’s work
each year.

This brings me to my second point. Namely, GAO must retain
and, in fact, strengthen its information technology resources if it is
to fulfill its responsibilities to Congress and the American people
in the rapidly changing, technologically complex years ahead. My
comments are directed at increasing the number of talented tech-
nology professionals, a rather rare resource throughout the Federal
Government.

Nowhere is it more important today than at GAO for there to be
adequate technology talent to assess and analyze relevant informa-
tion through a complex web of computer programs, networks, bits,
and bytes. Government must find a way to identify, recruit, develop
and pay these people. Government needs more modern computer
systems. The need is great. Information systems across Govern-
ment are dilapidated, outdated, costly to operate, and in need of at-
tention.

Technology, coupled with streamline processes, have enabled the
corporate world to find ways to do better with less. Our Govern-
ment must do the same. And to do so, Government must have the
talent to know when to stop computer projects that should not be
approved, to help agencies to carefully plan computer projects, and
to advise Congress when it appears a computer project is in dis-
tress.

In closing, let me emphasize the importance of there being a con-
structive spirit in the work performed by GAO, and that to do that,
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there must be adequate resources. Particularly in the audit and in-
formation technology areas, the functions performed by GAO are
essential to the infrastructure of good government. Although initia-
tives and actions which improve the machinery of Government are
often overlooked and seldom covered by the press, every business-
minded person understands the importance of credible, timely fi-
nancial information and modern technology to the success of any
organization.

Measuring and improving the machinery of Government is the
field in which GAO works. GAO has earned respect and apprecia-
tion for a big job well done.

This concludes my prepared statements, and I'd be pleased to an-
swer any questions at the appropriate time.

[The prepared statement of Mr. Fritz follows:]
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MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:

GOOD MORNING. T AM THOMAS FRITZ, PRESIDENT AND CEO OF THE PRIVATE
SECTOR COUNCIL (PSC). T AM PLEASED TO BE WITH YOU TODAY AND HOPE TO BE
HELPFUL.

PSC WAS FOUNDED IN 1983 BY DAVID PACKARD AND BILL ONSTED TO ENABLE
LEADING AMERICAN BUSINESSES TO ASSIST THE FEDERAL GOVERNMENT BY
PROVIDING PRIVATE SECTOR KNOWLEDGE AND EXPERTISE. WE ARE A NONPROFIT,
NONPARTISAN, PUBLIC SERVICE ORGANIZATION DEDICATED TO IMPROVING THE
PRODUCTIVITY, EFFICIENCY AND MANAGEMENT OF THE FEDERAL GOVERNMENT
THROUGH A COOPERATIVE SHARING OF KNOWLEDGE BETWEEN THE PUBLIC AND
PRIVATE SECTORS.

PSC IS SUPPORTED BY ITS MEMBERS -- MANY OF THE LARGEST, FINEST AND MOST
ADVANCED CORPORATIONS IN THE WORLD, WHICH PROVIDE BOTH FINANCIAL
SUPPORT AND TALENTED EXECUTIVES TO SERVE ON PSC TEAMS, TEAMS THAT
WORK WITH GOVERNMENT ON PROJECTS WHICH ARE COOPERATIVELY DEFINED,
BUT INITIATED BY GOVERNMENT’S SENIOR MANAGEMENT. OVER THE YEARS THESE
SERVICES HAVE BEEN OFFERED AND PROVIDED AT ABSOLUTELY NO COST TO THE
GOVERNMENT. WE NEITHER SEEK NOR ACCEPT CONTRACTS OR GRANTS FROM
GOVERNMENT.

FOR MORE THAN THIRTEEN YEARS OUR MEMBERS HAVE QUIETLY WORKED WITH,
AND AT THE INVITATION OF, GOVERNMENT LEADERS TO BRING SAVINGS TO OUR
NATION. DURING THAT PERIOD WE HAVE COMPLETED MORE THAN 270 PROJECTS
FOR 25 FEDERAL DEPARTMENTS AND AGENCIES. WE DO NOT LOBBY, RATHER WE
TAKE ACTION TO ENCOURAGE AND FACILITATE PRODUCTIVE CHANGE -- CHANGE
WHICH IS RECOMMENDED BY TALENTED EXECUTIVES FROM THROUGHOUT THE
PRIVATE SECTOR. FROM ITS BEGINNING, PSC HAS MAINTAINED A LOW PROFILE, BUT
A STRONG COMMITMENT TO BEING HELPFUL TO, RATHER THAN JUST CRITICAL OF,
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THE MANAGERS OF OUR GOVERNMENT. WE BELIEVE THAT AFTER 13 YEARS WE
HAVE ESTABLISHED A SOUND RECORD OF ASSISTANCE TO GOVERNMENT
MANAGERS IN THEIR MASSIVE DAILY CHALLENGE TO ADVANCE GOOD
GOVERNMENT.

WE HAVE BEEN ASKED TO PRESENT OUR VIEWS TODAY ON THE STATE OF THE
UNITED STATES GENERAL ACCOUNTING OFFICE (GAO) AND NOT TO SPECIFICALLY
ADDRESS THE PROPOSED LEGISLATION REGARDING GAO THAT IS PRESENTLY
BEFORE YOUR SUBCOMMITTEE.

I SPEAK WITH YOU TODAY AS A PERSON WHO HAS HAD THIRTY-THREE YEARS OF
EXPERIENCE WITH ONE OF THE WORLD’S LARGEST INTERNATIONAL CERTIFIED
PUBLIC ACCOUNTING FIRMS, WORKING IN ROLES RANGING FROM CLIENT SERVICE
IN A VARIETY OF INDUSTRIES FOR SOME OF OUR NATION'S LARGEST
CORPORATIONS TO A SENIOR MANAGEMENT POSITION, RESPONSIBLE FOR THE
OVERALL DEVELOPMENT., MANAGEMENT AND CONDUCT OF PROFESSIONAL
SERVICES OF THAT FiRM.

1 ALSO SPEAK WITH YOU TODAY AS A PERSON WHO HAS WORKED ON A NUMBER OF
PSC PROJECTS WITH GAO AND WITH FEDERAL DEPARTMENTS AND AGENCIES --
PROJECTS WHERE GAO’S AUDIT WORK POINTED OUT CONTROL OR OTHER
DEFICIENCIES THAT NEEDED CORRECTIONS OR WHERE NEW FINANCIAL STANDARDS
OR PRESENTATIONS WERE BEING CONSIDERED. MY COMMENTS TODAY ARE FROM
THIS BACKGROUND AND PERSPECTIVE.

THE GAO WAS CREATED BY CONGRESS IN 1921 TO NOT ONLY HELP CONGRESS
FULFILL ITS LEGISLATIVE AND OVERSIGHT RESPONSIBILITIES, BUT TO FOSTER THE
IMPORTANT RESPONSIBILITIES OF ACCOUNTABILITY AND STEWARDSHIP OF ANY
DEMOCRATIC GOVERNMENT TO ITS PEOPLE. FOR THE PAST 75 YEARS GAO HAS
WORKED TO PROVIDE OBJECTIVE INFORMATION, NON-PARTISAN ANALYSIS AND
THOUGHT-PROVOKING RECOMMENDATIONS FOR IMPROVING THE OPERATIONS OF
GOVERNMENT. THEY HAVE DONE THIS IN A WAY THAT HAS EARNED GAO THE
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RIGHT TO HAVE PRIDE IN THEIR ACCOMPLISHMENTS.

IN RECENT YEARS GAO HAS BEEN A PRIME-MOVER IN CONTRIBUTING TO THE
ADVANCEMENT OF CLEARER, MORE ACCURATE AND USEFUL FINANCIAL
INFORMATION FROM WHICH BETTER MANAGEMENT DECISIONS ON BUDGETING,
TAX POLICIES AND THE OVERALL DIRECTION OF GOVERNMENT CAN BE MADE.
ALTHOUGH MUCH MORE REMAINS TO BE DONE, THE PROGRESS WHICH HAS BEEN
MADE WOULD NOT HAVE BEEN MADE WITHOUT A LOT OF GOOD WORK BY THE
COMPTROLLER GENERAL, THE GENERAL ACCOUNTING OFFICE AND OTHER AUDIT
ORGANIZATIONS, AS WELL AS THE DEDICATED LEADERSHIP OF THE CFO COUNCIL
AND CONGRESS.

IN THESE BRIEF REMARKS I WANT TO FOCUS AND COMMENT ON JUST TWO POINTS:
1) THE IMPORTANCE OF CONTINUING TO ENCOURAGE IN GAO THE SPIRIT OF
CONSTRUCTIVE CRITICISM, HELPFULNESS TO GOVERNMENT AND PERSEVERANCE,
AND 2) A NEED FOR AN INCREASE IN THE CAPACITY TO CAPITALIZE ON THE
PRODUCTIVITY THAT COMES FROM INFORMATION TECHNOLOGY.

WITH THE ENACTMENT BY CONGRESS OF THE CHIEF FINANCIAL OFFICERS ACT OF
1990, THE GOVERNMENT MANAGEMENT REFORM ACT OF 1994 AND THE
GOVERNMENT PERFORMANCE AND RESULT ACT AND THE IMPLEMENTATION OF
THEIR PROVISIONS THE ULTIMATE GOAL OF MORE CREDIBLE, RELEVANT AND
READILY ACCESSIBLE FINANCIAL INFORMATION SHOULD BECOME REALIZED IN THE
FUTURE.

THE FIRST STEP HAS BEEN TAKEN -- THAT OF PREPARING AND AUDITING FINANCIAL
STATEMENT FOR THE FIRST TIME FOR SOME OF THE LARGEST GOVERNMENT
ORGANIZATIONS (E.G., ARMY, AIR FORCE, IRS, CUSTOMS, HUD, LABOR,
AGRICULTURE, VA, ETC.). THESE AUDITS HAVE NOT BEEN EASY. THINK, IF YOU
WILL, ABOUT HOW DIFFICULT IT WOULD BE TO PERFORM A FIRST-TIME AUDIT OF
AN ORGANIZATION TWO OR THREE TIMES THE SIZE OF GENERAL MOTORS AFTER
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IT HAD BEEN IN OPERATION WITHOUT AN AUDIT FOR MORE THAN 200 YEARS.
SOME OF THE LARGEST AND THE MOST DIFFICULT DEPARTMENTS OF GOVERNMENT
WERE ASSIGNED TO THE GAO TO AUDIT. THEY PERFORMED THIS WORK WELL. IN
MANY OF THE LARGEST DEPARTMENTS GAO AND OTHER AUDITORS WERE UNABLE
TO SATISFY THEMSELVES AS TO SIGNIFICANT FINANCIAL ISSUES AND THEREFORE
WERE UNABLE TO EXPRESS AN OPINION OR HAD TO QUALIFY THEIR AUDIT OPINION
AS TO FAIR PRESENTATION OF THE AGENCY'S FINANCIAL INFORMATION.

NEVERTHELESS, THIS AUDIT WORK HAS BEEN OF GREAT BENEFIT TO GOVERNMENT.
THROUGH THE AUDIT PROCESS, WE AT PSC HAVE DIRECTLY SEEN PROGRESS IN
GOVERNMENT CONFRONTING SERIOUS FINANCJAL CONFUSION AND FINANCIAL
MANAGEMENT WEAKNESSES WHERE GAO HAS PERFORMED WORK. THESE AUDITS
ARE BRINGING IMPORTANT DISCIPLINE TO FINANCIAL MANAGEMENT AND CONTROL
SYSTEMS. SCORES OF DEFICIENCIES IDENTIFIED BY GAO THROUGH THE AUDIT
PROCESS HAVE BEEN PRESENTED IN A BALANCED MANNER TO AGENCY
MANAGEMENT FOR CORRECTIVE ACTION, BUT AS GAO RESOURCES BECOME
STRETCHED CONSTRUCTIVE CRITICISM CAN BECOME HARSH CRITICISM AND
HELPFULNESS CAN DISAPPEAR. [ KNOW FROM YEARS OF EXPERIENCE IN THE
PRIVATE SECTOR THAT TO BE HELPFUL AUDITORS MUST BE PATIENT YET
PERSISTENT; COOPERATIVE YET INDEPENDENT; UNDERSTANDING YET FORCEFUL.

ONCE IDENTIFIED, THE CORRECTION OF DEFICIENCIES IN FINANCIAL MANAGEMENT
AND CONTROL SYSTEMS OFTEN REQUIRE TIME, MONEY AND A SOLID COMMITMENT
OF GOVERNMENT LEADERS. FOR EXAMPLE, COMPUTER SYSTEMS MAY REQUIRE
MODIFICATION AND MODERNIZATION TO OVERCOME DEFICIENCIES. SOME OF
THESE NECESSARY CORRECTIONS REQUIRE TIME -- BUT THOSE WITHIN AGENCIES
THAT HAVE LEADERSHIP RESPONSIBILITIES MUST UNDERSTAND THE IMPORTANCE
OF CORRECTIVE ACTION AND IMMEDIATELY START TO WORK ON IT. PROGRESS OF
AGENCIES TO CORRECT SUCH DEFICIENCIES SHOULD BE MEASURED AND JUDGED
BY GAO AGAINST A TIMELINE AND PLAN THAT ACCOMPLISHES WHAT MUST BE
DONE WITHIN A REASONABLE TIME. AGENCIES THAT FAIL TO MAKE GOOD
PROGRESS UNDER THE ESTABLISHED PLAN SHOULD BE SEVERELY CRITICIZED BY
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GAO; THOSE THAT MAKE GOOD PROGRESS SHOULD BE ENCOURAGED TO CONTINUE
TO DO SO UNTIL THE DEFICIENCY IS CORRECTED. SUCH AN APPROACH WILL BE
VIEWED AS BEING HELPFUL AND COOPERATIVE, YET PERSISTENT. WE HAVE
OBSERVED GAO FOLLOWING THIS PATTERN AND DOING THESE THINGS IN MOST
SITUATIONS. TO BE MOST CONSTRUCTIVE, THE AUDIT WORK OF GAO SHOULD BE
PERFORMED WITH A DEGREE OF TENSION, BUT NOT FEAR.

OVER THE PAST SEVERAL YEARS GAO HAS WORKED WITH CONGRESS TO REDUCE
GAO'S RESOURCES. GAQ HAS REDUCED ITS STAFF BY AT LEAST 25% IN A LITTLE
MORE THAN THREE YEARS AND STANDS TODAY AT A STAFF SIZE THAT IS
COMPARABLE TO ITS SIZE IN 1940 DESPITE THE FACT THAT DURING THE PAST FIFTY
YEARS OUR NATION AND GOVERNMENT HAVE GROWN AND THE COMPLEXITY OF
GOVERNMENT HAS NEVER BEEN GREATER. CONTINUED REDUCTIONS IN AUDITORS
AND TECHNOLOGY RESOURCES WILL, I BELIEVE, HOBBLE GAQ'S CAPACITY TO
EFFECTIVELY CARRY OUT ITS MISSION AND WILL JEOPARDIZE THE ENORMOUS
BENEFITS THAT ARE DERIVED FROM GAO’S WORK EACH YEAR. THIS BRINGS ME TO
MY SECOND POINT, NAMELY GAO MUST RETAIN AND, IN FACT, STRENGTHEN ITS
INFORMATION TECHNOLOGY RESOURCES IF IT IS TO FULFILL IT RESPONSIBILITIES
TO CONGRESS AND THE AMERICAN PEOPLE IN THE RAPIDLY CHANGING,
TECHNOLOGICALLY COMPLEX YEARS AHEAD. MY COMMENT IS DIRECTED AT
INCREASING THE NUMBER OF TALENTED TECHNOLOGY PROFESSIONALS -- A
RATHER RARE RESOURCE THROUGHOUT THE FEDERAL GOVERNMENT.

BECAUSE IN THE PRIVATE SECTOR CORPORATIONS, AS WELL AS THE ACCOUNTING
AND CONSULTING PROFESSIONS, KNOW THE VALUE OF TOP QUALITY INFORMATION
TECHNOLOGY EXECUTIVES, THEY ARE ANXIOUSLY HIRING MORE AND MORE OF
THEM AT SALARIES WELL BEYOND THAT WHICH OUR GOVERNMENT PAYS.
NOWHERE, HOWEVER, IS IT MORE IMPORTANT TODAY THAN AT GAO FOR THERE TO
BE AN ADEQUATE GROUP OF TECHNOLOGY TALENT TO ACCESS AND ANALYZE
RELEVANT INFORMATION THROUGH A COMPLEX WEB OF COMPUTER PROGRAMS,
NETWORKS, BITS AND BYTES. GOVERNMENT MUST FIND A WAY TO IDENTIFY,
RECRUIT, DEVELOP AND PAY THESE PEOPLE.
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GOVERNMENT'S NEED FOR MODERN COMPUTER SYSTEMS IS GREAT. INFORMATION
SYSTEMS ACROSS GOVERNMENT ARE DILAPIDATED, OUTDATED, COSTLY TO
OPERATE AND IN NEED OF ATTENTION. TECHNOLOGY, COUPLED WITH
STREAMLINED PROCESSES, HAVE ENABLED THE CORPORATE WORLD TO FIND WAYS
TO DO BETTER WITH LESS -- OUR GOVERNMENT MUST DO THE SAME. TO DO SO,
GOVERNMENT MUST HAVE THE TALENT TO KNOW WHEN TO STOP COMPUTER
PROJECTS THAT SHOULD NOT BE APPROVED, TO HELP AGENCIES TO CAREFULLY
PLAN COMPUTER PROJECTS, AND TO ADVISE CONGRESS WHEN IT APPEARS A
COMPUTER PROJECT IS IN DISTRESS. THESE PROJECTS ARE OFTEN MASSIVE AND
COMPLEX.

ADEQUATE OVERSIGHT AND EFFICIENCIES CANNOT BE ACHIEVED WITH TOO FEW
TALENTED TECHNOLOGY PEOPLE. [ URGE YOU TO SUPPORT AND ENCOURAGE
GAO TO INCREASE AND STRENGTHEN ITS RESOURCE IN THIS AREA. IT WILL PAY
OFF TO MAKE OUR NATION MORE EFFICIENT, MORE PRODUCTIVE AN BETTER
MANAGED.

IN CLOSING, LET ME EMPHASIZE THE IMPORTANCE OF THERE BEING A
CONSTRUCTIVE SPIRIT IN THE WORK PERFORMED BY GAO AND THAT TO DO THAT
THERE MUST BE ADEQUATE RESOURCES, PARTICULARLY IN THE AUDIT AND
INFORMATION TECHNOLOGY AREAS. THE FUNCTIONS PERFORMED BY GAO,
RANGING FROM AUDITS AND ANALYSES, TO EVALUATING SYSTEMS AND
CONTROLS, TO DEFINING FEDERAL ACCOUNTING AND AUDITING STANDARDS. TO
INVESTIGATIVE INSPECTIONS ARE ESSENTIAL TO THE INFRASTRUCTURE OF GOOD
GOVERNMENT. ALTHOUGH INITIATIVES AND ACTIONS WHICH IMPROVE THE
"MACHINERY OF GOVERNMENT" ARE OFTEN OVERLOOKED AND SELDOM COVERED
BY THE PRESS, EVERY BUSINESS-MINDED PERSON UNDERSTANDS THE IMPORTANCE
OF CREDIBLE, TIMELY FINANCIAL INFORMATION AND MODERN TECHNOLOGY TO
THE SUCCESS OF ANY ORGANIZATION, WHETHER IT BE A SMALL BUSINESS, A
FEDERAL AGENCY OR THE ENTIRE GOVERNMENT. MEASURING AND IMPROVING
THE "MACHINERY OF GOVERNMENT" IS THE FIELD IN WHICH GAO WORKS. GAO
HAS EARNED RESPECT AND APPRECIATION FOR A BIG-fOB, WELL DONE.
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Mr. HorN. Thank you very much for that helpful statement and
all of the volunteering that you and your associates do that enables
Federal executives, many of whom come from the private sector,
who renew themselves and have some camaraderie, or at least it
saves psychiatric expenses when they can talk to fellow profes-
sionals.

Our last gentleman on this panel is Dr. Cornelius E. Tierney,
professor of accountancy, director of the center for public financial
management, School of Business and Public Management, the
George Washington University.

Dr. Tierney.

Mr. TIERNEY. I thank you. Thank you, Mr. Chairman. I think it’s
important to acknowledge that the current state of financial man-
agement in the Federal Government, a lot of positive things have
happened in the last decade or so, by Congress, by the central
agencies, by operating departments and agencies. And I think
many of them would not have happened without the support, con-
tinuing support of the U.S. General Accounting Office. And they’re
of interest by organizations in and out of Government.

I've addressed several specific issues of the subcommittee of in-
terest in this oversight hearing on GAO. My detailed comments
have been provided for the record.

Addressing my oral comments or a few of these points, one, I be-
lieve, is the Government accounting standards. These were first is-
sued by the General Accounting Office in 1972. They're used exten-
sively in the public accounting profession. They’ve been translated
into many foreign languages. They're the law of many States and
local governments today in the conducting of public sector audits.

These standards declare that Government audits must include
not only work typically done by auditors and auditing statements,
but should also include tests on compliance with laws and regula-
tions and controls and the reporting of that work.

GAO has also issued standards in the same publication for the
conduct of performance audits. I commented in my prepared state-
ment about two conditions that exist that Congress might address.
One is that GAO over the years in many publications, in Congress
and many laws, have increasingly supported the thesis that from
a management and oversight perspective, the audit of internal con-
trols are as important as the audit of financial statements.

The need to actually audit and have auditors render an opinion
on the adequacy of a governmental entity system of controls in
much the same manner as the financial statements are audited is
apparent, particularly when we’re talking taxpayers’ money. Audits
of controls, though, are not currently automatic under the Govern-
ment auditing standards, nor under the generally accepted audit-
ing standards of the profession.

In practice, tests of controls are required but are incidental to
the audit of financial statements. And specifically in the case of
like the single audit, the auditors, when they render their audit
opinion, they specifically disclaim opinion on the audit of controls.

Additionally, I believe increased emphasis should be given within
the Inspector General community to periodically conducting a pro-
gram of performance audits of the type outlined for years by the
General Accounting Office and its Government auditing standards.
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Few full scope performance audits are currently made and yet the
output of these audits may be as important to public sector pro-
g'racllm management and oversight as the newly instituted financial
audits.

These audits, while not needed annually, can significantly en-
hance program management, assist Congress with its oversight re-
sponsibilities, and possibly could be done on a cycle basis every
third year or so.

Shifting to governmental accounting, I am privileged to be a
member of the Federal Accounting Standards Advisory Board. In
November 1990, Congress passed the Chief Financial Officers Act
that address many financial management issues, including the
standardization of form and content of financial statements and
also require that these statements be consistent with applicable ac-
counting principles, standards and requirements.

Interestingly, the CFO Act is silent on who or which agency is
to define these cited applicable accounting principles, standards
and requirements. But just prior to the act, the Federal Accounting
Standards Advisory Board was created by an agreement between
the Comptroller General of the United States, the Secretary of
Treasury and the Director of OMB. The purpose of FASAB is to
recommend to these three Federal executives accounting and re-
porting standards after considering the needs of Congress, execu-
tive agencies and the needs of other users of Federal financial in-
formation in and out of Government.

I believe that defining, recommending and implementing uniform
Federal accounting and reporting standards is working and work-
ing very well. We would not be at the board in the position we are
if it was not for the General Accounting Office. Their technical sup-
port, their resources, their organization and their willingness to
lend that talent to the FASAB is well appreciated by all of us at
the board.

I would like to suggest, though, that Congress examining the ex-
isting FASAB role, its permanency, placement, structure, financing,
to evaluate what or whether changes are needed for the longer
term.

Last, I'd like to address three points that I was asked to consider
with respect to the General Accounting Office and relationships
primarily with Congress. Over the years, certain aspects of GAO
operations have been examined or have been the subject of congres-
sional inquiries. It appears the concerns of this year somewhat par-
allel those of years gone by.

One area has been the GAO reporting, its efficiency. GAO itself
is continually concerned over the length of time to issue some of
its reports resulting from its reviews and audits. GAO is aware
that at times the report preparation and delivery times have ex-
ceeded a year or more. This is excessive and results in less than
timely communication and a transmission of data, having limited
management and oversight value. My personal view is that delay
is directly related to its concerns with this reporting to the Con-
gress. 1 believe it's almost an obsession at the GAO that they be-
lieve their report be objective, complete, accurate—essentially, that
their reports be infallible. But this level of review, which is extraor-
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dinary in relation to that imposed by major accounting firms and
large management consulting firms on their lead professionals.

But this can be fixed. Improvement would result if the report hi-
erarchy were flattened. The number of reviews eliminated. Respon-
sibility for final reports were allocated to lower levels in the organi-
zation and the original drafters knew they had a personal respon-
sibility for that final report. That kind of corrective action was
taken by GAO. An initiative to drastically improve the format and
drafting of its report was instituted by the Comptroller General
with considerable success during the 1980’s. That effort materially
shortened the draft of delivery times of reports, resulted in better
reports, and made more and broader levels of managers personally
responsible and accountable for their reports.

With respect to the work load, Congress has empowered GAO to
meet certain responsibilities on its own initiatives. Congress has
imposed other specific reporting and surveillance tasks by numer-
ous laws. And Congress regularly directs GAO to perform special
requested studies and reviews. It’s possible that neither GAO nor
Congress have a complete inventory of that legislative work load.

I do know that much GAO time and staff are devoted to honoring
committee and individual Members’ requests for evaluations and
review assistance, numerous other examinations at GAO, while not
resulting from committee or Members of the current Congress must
be done to comply with mandates in laws of earlier Congresses.
These latter efforts, while appearing to be self directed, are still
legal requirements that GAO must take serious. Other tasks, while
seemingly self initiated, might also be rooted in laws almost forgot-
ten, possibly of limited concern to a sitting Congress.

With respect to the independence, and my last comment, from
time to time, inquiries are made relative to the independence of
GAO. Is it enough? Is it too much? These re-examinations are use-
ful and necessary, but should not be made in a cursory fashion, nor
should preemptive changes be made to GAO’s independence with-
out a complete study of the history leading to the establishment of
GAO in the Budget and Accounting Act of 1921 and even earlier
times.

Predecessor Congresses researched and studied this issue for
years and actually addressed the independent subject for 27 years
before they ever passed the act of 1921. This legislative history
clearly documents a need for personal independent status with
which the Comptroller General has been endowed. The congres-
sional history of those years clearly states that the Comptroller
General of GAO is to be a real critic and at all times should come
to the Congress, no matter what the political complexion of Con-
gress or the executive branch might be, and to point out inefficien-
cies.

In its long history, I know of no Comptroller General that has
ever breached a trust of Congress, that Congress placed in them.
Should this trust be violated, there are provisions to remove a sit-
ting Comptroller General. Based upon a 35-year career, exclusively
devoted to the public sector, though, I do not believe that this as-
pect of Federal financial management is broken.

That completes my oral comments, Mr. Chairman.

[The prepared statement of Mr. Tierney follows:]
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OVERVIEW

By its own words, Congress documented that the attainment of strong fiscal and
program internal controls, the implementation of uniformly defined and
consistently applied accounting standards, and the preparation of standardized
reporting among federal programs, agencies, and departments has been a long,
difficult and less-than-successful undertaking.l

We are now witness to a renewed appreciation for better accounting, a serious
demand for uniform reporting, a clamor for independent audits, the emergence of
program costing and performance measurements concerns and the technological
confluence of computer software and hardware. And, there are two additional
factor--a corps of federal financial managers who view their responsibilities as
more vast than governmental accountants of past generations. And, most
important, Congress wants a more prudent federal government that works
smarter.

It is important to acknowledge the current state of federal financial management.
A lot of positive things happened in the last decade--by Congress, by the central
agencies, by operating departments and agencies, by interested organizations and
citizens outside of government. As we approach the 21st century, it does appear
that federal financial management is not "broken," a lot of it is working better,
and much is working well. Of course, things can be fixed; tinkering is always
possible. But, positive things happened in the Jast decade, with respect to federal
financial management, that have not happened in 200 years.

1For an excellent history, please see Financial Management in the Federal Government, by the
staff of the Committee on Government Operations, U. S. Senate, February 13, 1961, Government
Printing Office.
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ORGANIZATION OF COMMENTS

I have addressed several of the issues the Subcommittee desired to review in these
oversight hearings on the U. S. General Accounting Office. My comments are
grouped by the following categories:

* Governmental auditing and suggestions;
¢ Governmental accounting and suggestions; and
¢ GAO's relationships--report reviews, work load priorities, and independence.

But, some prefacing qualifications are in order. These comments are my personal
views and perceptions and not the documented results of an exhaustive evaluation
of federal financial management.

GAO AND GOVERNMENTAL AUDITING

GovernmentAuditingStandards

In 1972, GAO issued the initial edition of its government auditing standards,
declaring that governmental audits must include not only work typically done by
CPA's in auditing financial statements, but should also include tests to assess
compliance with laws and regulations, audits of efficiency and economy of
operations, and audits of effectiveness in achieving program objectives and results.

More than any other organization, the GAO must be credited with shifting the focus
of auditing, particularly for audits of governmental units, from only rendering
opinions on financial statements to attesting to performance, management,
compliance, controls, and operations. At that time, in 1973, the American Institute
of Certified Public Accountants pointed out that the government auditing standards
referred to separate audits that required separate audit programs.2 Academe, also,
has acknowledged GAOs role in providing better audits for managers and those with
oversight responsibilities and credit GAO as being the key innovator in defining and
developing the concept of operational auditing.3

With respect to GAOs government auditing standards, two conditions exist that
might warrant assistance from Congress: (1) the need to actually audit and have
auditors render an opinion on the adequacy of a governmental entity's system of
internal controls; and (2) giving increased emphasis within and possibly
requiring the inspectors general community to periodically conduct the program

2AICPA, Report by Management Advisory Services Committee, New York, N. Y., 1973.
3Wallace, Wanda A., Auditing, PWS Kent Publishing Company, Boston, MA., 1995, 2nd edition,
p.34.
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performance audits outlined and contemplated by GAO in its government
auditing standards.

AuditingInternal Controls. With respect to internal controls, GAO in many
promulgations and Congress in many laws have increasingly supported the thesis that
from a management and oversight perspective controls are as important as audits of
historical financial statements. Controls can and have been audited: GAO had its
controls audited and opined upon in 1992; the AICPA had its controls audited and
opined upon in 1994. But, audits of controls are not actually required by the government
auditing standards and do not automatically flow from the standards. Few audits are
made of federal controls, but such audits could provide significant comfort to operating
management and to Congress that the federal systems, controls, and checks and
balances are operating as intended.

PerformanceAuditing. With respect to performance auditing, better, more
comprehensive, and relevant information would be provided by departmental inspectors
general if these executives were required to regularly conduct and report to Congress on
the types of performance audits outlined in the GAOs auditing standards. Currently
few of these audits are performed and possibly none pursuant to a regular program of
performance auditing that could provide invaluable data to Congress in connection with
its oversight responsibilities. These audits, while not needed annually, can significantly
enhance program management and be a valuable addition to the present historical
financial statement audits.

Single AuditAct

New legislation, the Single Audit Act of 1984, required that annual comprehensive audit
be made of governmental and other entities and required this there be an audit of their
financial statements, a review of an entity's compliance with laws and regulations, and
an assessment of internal accounting and administrative controls. These audits placed
substantial emphasis on an entitywide financial statement audit, far greater emphasis
is given to the study and evaluation of internal controls and mandated testing of
compliance with laws and regulations, and require that written reports be submitted on
the audit work performed in these areas.

By the law and federal regulations, the single audit concept applies to all units of state
and local governments, colleges and universities, contractors, grantees, nonprofit
organizations, Indian tribes, and others receiving more than $100,000 of federal
assistance annually. At the time some state and local governments may not have had
annual audits of their governmentwide financial statements. And, at the federal level,
no agency was responsible for monitoring all of the federal funds and assistance
provided to a recipient.
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Overall the Act has minimized the cost to the federal government of auditing nonfederal
organizations receiving federal financial assistance, increased the audit coverage over
the level that was being provided by the federal departments, and has minimized,
considerably, the number of duplicate federal audits to which nonfederal entities had
been subjected. Its been a positive initiative. Both the inspectors general community
and GAO have completed studies of the Act and its implementation and have
recommended some changes. And, as you meet, Congress is considering changes to
the Single Audit Act of 1984.

But, management of the covered federally assisted programs could be improved more
and cost of audits possibly reduced further if a re-examination were made of the current
level of duplicate, confusing and costly audit reports and written communications
currently required upon completion of a single audit. The current curious and onerous
reporting of single audits results from a myriad of requirements, some imposed by
Congress, other implicit in GAOs auditing standards, other outlined by OMB, some
desired by the inspectors general and still others suggested by the AICPA.

Depending who's counting and how, an auditor may be required to submit 10 or so
separate reports or communications with respect to a single audit. This is far too many.
With minimal effort and some compromising between federal regulators and the
profession, this reporting can be reduced with no loss in oversight to no more than three
reports and with some thought, possibly, to a single comprehensive report.

GAO AND GOVERNMENTAL ACCOUNTING
FASAB Assistance

For a variety of reasons, federal governmental entities that prepared departmentwide
financial statements or volunteered for audits of their financial statements were few
in number prior to 1990.

During the 1970s and 1980s, at all levels of government, citizens learned that
financial statements of government may not have be consistent with those published
for prior years; that some governments moved rather casually from cash basis to
accrual bases of accounting. At times, the effects of uncollected receivables, unpaid
vouchers and stockpiles of materials and supplies purchased in one year to support
operations of future years were not properly reflected. Selected revenues and
expenditures may have been excluded from a governmental unit's statements; other
revenues and expenditures were accounted for as "off budget,” which generally
meant "off the books."
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The government accounting rules were different; the accounts of government did not
reflect costs, but rather expenditures--a basis of accounting that was close to but not
always synonymous with cash. Federal departments did not regularly prepare, or
publish, or have the financial records and statements independently audited. An
implicit prerequisite of accountability is that there is a basis of accounting, uniformly
used by all entities within homogenous groupings, and consistently applied from one
fiscal period to another. Stated in another manner, there must be accounting rules
or "principles" that must be used and officials with oversight responsibilities, relying
on the accounting rules, should be informed when the rules are no longer being used
or have been violated.

In November 1990, Congress passed the Chief Financial Officer Act that addressed
many financial management issues, including: controllership at OMB and the
federal department and agency level; preparation of annual financial statements;
standardization of the form and content of these financial statements that must be
consistent with applicable accounting principles, standards, and requirements;; and
required annual audits of these financial statements in accordance with applicable

GAO generally acceptable government auditing standards.4

The CFO Act is silent on who or which agency is to define the cited applicable
accounting principles, standards, and requirements. But, just prior to the Act, the
Federal Accounting Standards Advisory Board was created by agreement between
the Comptroller General of the U. S., the Secretary of Treasury, and the Director of
OMB. The agreement that resulted in the formation of FASAB is not based on any
law or executive order but is essentially a "good faith" arrangement among these
three central agencies to develop, issue, implement, and enforce governmentwide
uniform accounting and reporting standards. The purpose of the FASAB is to
recommend to these three federal executives accounting and reporting standards
after considering the financial and budgetary needs of Congressional oversight
groups, executive agencies, and the needs of other users of federal financial
information. With no legal formality, FASAB is working; standards are being
recommended; and uniform accounting guidance is being implemented almost
immediately by Treasury through changes to the federal government standard
general ledger.

As a member of the FASAB, I want to acknowledge, with deep-felt gratitude, the
considerable guidance, task force support and technical leadership is being provided
by GAO to FASAB. The fact that FASAB is at the threshold of completing the first
compilation ever of federal accounting standards is due in no small part to the level,
quality, and quantity of professional accounting and managerial support provided by
GAO to FASAB.

As noted, FASAB exists by essentially a "good faith" arrangement among the three
central agencies, with no formal recognition or permanent financing. While much
has been done by FASAB; much remains to be completed, and there will be a

4U. S. Congress, Public Law 101-576, 101st Congress, Chief Financial Officer Act of 1990,
Washington, D. C., November 1990.
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continuing need for a Board to interpret, refine, modify, and study anew the
continuing accounting and reporting needs of the federal government.

I believe that this aspect of Congressional intent--defining, recommending, and
implementing uniform federal accounting and reporting standards is working--and
well. But, I suggest that Congress examine the existing FASAB role, placement,
structure, financing, etc., to evaluate what or whether changes are needed for the
long term.

GAO-RELATIONSHIPSTOCONGRESS

Over the years, certain aspects of GAO operations, its working relationships with
individual members of Congress and Committees, and infrequently GAOs
independence have been examined or been the subject of Congressional inquiries. It
appears that the concerns of this year are somewhat parallel to past years.

GAO-Re ingEfficien

GAQ, itself, is continually concerned over the length of time to issue reports of its
reviews and audits. GAO is aware that, at times, the report preparation and delivery
times have exceeded a year or more. This is clearly excessive and results in less
than timely communication and the transmission of data having limited
management and oversight value.

A personal view is that the delay is directly related to, almost, an obsession at GAQ
that its reports be unbiased, complete, and above all accurate--essentially infallible.
The level of review is extraordinary in relation to that imposed by major accounting
and the large management consulting firms on their lead professionals. Subjecting
reports to more than 20 levels of reviews, beginning with the initial draft by a field
team in a regional office through to final delivery to Congress was not unusual. But,
this level of review and caution takes time--lots of it. Further, with each review,
qualifications are inserted and the urge to "sanitize" sections mount, possibly to the
point that the published report is void of specificity and of lessened utility.

All recipients of GAO reports could benefit by GAO re-instituting, or enforcing anew,
personal responsibility for its reports at lower levels in organizations, eliminating or
significantly flattening the report review hierarchy and significantly reducing the
reporting times. Such an initiative along with drastically improving the format and
drafting of its reports was instituted by the Comptroller General, with considerable
success, during the 1980s. That effort materially shortened the draft-to-delivery time,
resulted in better reports, and made more and a broader levels of mangers personally
responsible and accountable for their reports.

Frequent oral progress reporting and regular periodic "flash" written reports are
other techniques used major firms to ensure clients are currently apprised on the
engagement progress and that management is provided with information for timely
decisionmaking. Additionally, delivery of a firm's first draft contributes to the
currency of reporting; recognizing that changes may, could and will appear in the
final report, particularly if subsequent events cause the reported facts to change.

-4
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GAOQ-WorkLoad

Congress has empowered GAO to meet certain responsibilities on its own initiative,
has imposed other specific reporting and surveillance tasks by numerous laws, and
regularly directs GAO to perform Congressional-requested studies and reviews.
Because of a Congressional penchant for tasking in laws many studies, reports,
audits, etc., etc., it is possible that neither GAO nor Congress has a complete
inventory of the legislated workload. Given the continuing nature and demands of
several of these imposed responsibilities, I would suggest that GAO, in actuality, has
relatively minimal discretion of where to deploy its resources.

Much GAO time and staff are devoted to honoring Committee and individual
member requests for evaluation and review assistance. Other examinations of GAO,
while not resulting from specific Committee or member requests, must be done to
comply with mandates in laws of earlier Congresses. These latter efforts, while
appearing to be self-directed, are legal requirements that GAO takes seriously.
Other tasks, while seemingly self-initiated could also be rooted in a law, almost
forgotten or possibly of limited concern to a sitting Congress.

Personally, I'm unable to provide an example of a GAO effort that academe might
categorize as "pure or basic" or "applied" research by GAOQ, i.e., where the initiative
is undertaken solely at the discretion of GAO.

Sampling of a cross-section of GAO engagements and projects could assist in
resolving which are Congressionally imposed--through requests or laws. And, as
beneficially, might identify projects of past Congresses, maybe even relatively
inactive laws that are unknowingly imposing unintended workloads and a reporting
responsibilities on GAO that are not desired by the current Congress.

GAOIndependence

From time to time, inquiries are made relative to the independence of GAO: Is it
enough? Is it too much?

These re-examinations are useful and necessary, but should not be made in a
cursory fashion nor should preemptive changes be made to GAOs independence
without a complete study of the legislative history leading to the establishment of
GAO by the Budget and Accounting Act of 1921--and even earlier times. Predecessor
Congresses researched and studied the issue for years and addressed the lack of
independent reviews of the legality and propriety of the executive branch
expenditures 27 years before enacting the Act of 1921. There is a rich and extensively
documented history on why Congress gave GAO and the Comptroller General its
independent status that should not be reviewed in a cursory fashion.

Records document the Congressional intent on the scope of GAOs responsibility to
investigate, at the seat of government or elsewhere , all matters relating to not only
the receipt and dishursement of federal monies, but also the application of public
funds. This responsibility included an accounting whether disbursements or
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application of funds were made by a federal governmental department or agency, or
state or local governmental entity, or federal contractor, grantee, university or
nonprofit or other organization who received federal financial assistance.

Legislative history also clearly documents the need for the personal independent
status with which the Comptroller General has been endowed. There was no doubt,
in the words of the Chairman of the committee concerned with the Act of 1921, as to
why independence is essential to the role envisioned by Congress for the Comptroller
General. It was recorded at the time that Congress specifically desired that the
Comptroller General "...should be a real critic, and at all times should come to the
Congress, no matter what the political complexion of Congress or the executive
branch might be and point out inefficiency."s

For 75 years, Comptroller Generals have enjoyed considerable autonomy, but in this
long history, I know of no Comptroller General that has breached the trust Congress
placed in them. Further, should this trust be violated or abused, Congress has the
power to remove a sitting Comptroller General for cause and provisions have been
made should this official be incapacitated, for any reason.

I do not feel this aspect of federal financial management and Congressional
oversight is "broken." Without qualification, I suggest no change is needed and none
should ever be made without a full exploration of why many earlier Congresses
concluded that the existing level of independence was appropriate and necessary.

ER2AERERR RS

5Comments of Mr. Good, MC, in amending the HR bill later resulting in the Budget and
Accounting Act of 1921.
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Mr. HorN. Well, thank you very much. Those were most helpful
comments, and I appreciate your perspective.

Let me start with Mr. Fosler. In your written testimony, you in-
dicated, “that GAO work processes tend to proceed in uniform,
hierarchical patterns, with inadequate definition at the outset of
the objectives, methods, and type of work and cumbersome review
processes at the end.”

In the October 1994 report on the GAO prepared by a panel of
the National Academy of Public Administration, there was a rec-
ommendation that the General Accounting Office should amend its
work processes. The recommendation was that sequential, hier-
archical reviews or reports should be eliminated. Instead, the Gen-
eral Accounting Office should have concurrent interactive reviews
and encourage frequent consultation and participation of super-
visors and managers throughout the whole report process.

What was the General Accounting Office’s response to your rec-
ommendation? And has it been implemented?

Mr. FOSLER. The recommendation of the panel and the perspec-
tive of the panel was that the GAO should begin right from the
outset establishing clear terms of reference, so that it was clear
both to the requester, if there was a requester, as well as to those
doing the job exactly what the objectives were, the scope of work,
the methods to be used and the like. And then the work process
and the review process should proceed much more expeditiously
with simultaneous reviews as opposed to the series of sequential
and hierarchical reviews.

I would say in general, Mr. Chairman, that we've been very
pleased with the response of the GAO to virtually all of the rec-
ommendations that we've made, including with regard to work
processes. And they have kept us informed of changes that they've
made as a consequence of those recommendations, including
changes moving toward our proposal to attempt to streamline their
work processes.

We would like to learn more about the use of terms of reference
and to what extent they have moved in that direction. But it is our
understanding that they have made a very serious attempt to deal
with the fairly cumbersome process of reviews that they’ve had up
until the present time.

Mr. HORN. Well, are you pleased with what they have done and
the %limination of some of the hierarchical review, or has it hap-
pened?

Mr. FOSLER. Our panel has not gone back specifically to look at
what it is that the GAO has done. We would be pleased to do that
if you would like us to do it. On the basis of what we’ve been in-
formed by the GAO, it does appear as if they have moved very
much in that direction.

Mr. HORN. Obviously we're going to ask the Comptroller General
when he’s a witness on that matter. Now, your panel concluded
that, despite the rumors from time to time of a partisan bias, that
they found no partisan bias. I take it, is that your view, also?

Mr. FOSLER. Yes.

Mr. HORN. One of the recommendations that the National Acad-
emy for Public Administration made was that the General Account-
ing Office should consistently seek written comments from subject
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agencies on all reports that audit or evaluate executive activities
and include responses received. To your knowledge, has the Gen-
eral Accounting Office implemented that recommendation?

Mr. FosLER. Here again, we're informed that they have moved in
that direction.

Mr. HorN. Do you move or do you either do it or don’t do it?

Mr. FOosLER. Well, the reason I say that is because, once again,
our panel has not gone back to actually determine the degree to
which it has been done. And until we were to do that, I would like
to reserve judgment.

Mr. HORN. As a former executive, I have very strong feelings
that the executive’s reaction should be printed with the audit re-
port. Auditors can be wrong, I have found over the years in terms
of programmatic audits.

Now, let me ask you, Mr. Fritz, if I might. In your work with the
agencies, did you find any inconsistencies in the GAO's work or re-
port? In other words, were they doing one thing in one place and
another thing in the other? What's your sense of that?

Mr. FRrITZ. 1 guess my direct answer to that would be no, we
haven’t. We have worked with GAOQ, as I said in my presentation,
in a number of projects and a number of situations with agencies,
and have not seen inconsistencies in their work.

Mr. HORN. Because, you know, in any human organization, based
on reactions with some agencies, fair or unfair, there develops a
sort of corporate culture that those guys don’t know what they’re
doing over there. And at one point in time, they actually might be
right and know what they’re doing. But you didn’t find that kind
of bri)as in terms of GAO investigations of particular executive agen-
cies?

Mr. FriTZ. No, but that, of course, is a bit of what I'm pointing
to when I talk about the need to retain the spirit of cooperative
criticism in GAO and to see to it that steps are taken to continue
that spirit.

Mr. HorN. Many Members of Congress and congressional staff
included do not understand how the General Accounting Office de-
velops its strategic plans and prioritizes its work. Do you have any
recommendation for the General Accounting Office and how it can
do a better job of communicating with Congress?

Mr. Fritz. I don’t have any, Congressman, right now, no.

Mr. HorN. Well, if you do, we’ll save a spot for you.

Mr. Fritz. Thank you.

Mr. HORN. And we'll put it in the record. Now, as I understand
it, the General Accounting Office must audit the first government-
wide financial statement in 1997. Do you think it has sufficient
staff to do this job and still respond fully te the many congressional
requests that the General Accounting Office receives from us?

Mr. FRITZ. I'm not so sure that they do. I am one who is con-
cerned about the level of staffing, particularly in the auditors of
GAO, and most importantly in the information technology area of
GAQ. The people they have in those positions are quality people.
But the question in my mind is the sufficiency of the quantity of
those people and the difficulty that there will be in accessing addi-
tional people if and when the time comes when they need them.
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I'm very much concerned about technology in addition, because
with new cost accounting standards and new cost accounting sys-
tems that will have to be put into Government, there will have to
be enough talent in GAO to oversee the installation of those sys-
tems. Cost accounting systems in the Federal Government are al-
most nonexistent. And with the requirement for performance meas-
urements in the future, those performance measurements in large
part are going to have to come from cost accounting systems and
information of that sort.

Without good systems installed, it seems to me that you will not
get good performance measures. And, accordingly, the whole project
and the whole process will be not as valuable as it should be and
must be for you and for the American people.

Mr. HORN. Before I get to Mr. Tierney, were there any comments
that any of your colleagues on either side of you made to which you
took issue?

Mr. FriTz. I had none, no.

Mr. HORN. Mr. Fosler, do you have any comments about the peo-
ple to your left and what they’ve had to say?

Mr. FosLER. I detected a substantial degree of consensus on
quite a few of these issues, Mr. Chairman.

Mr. HORN. Mr. Tierney, have you had any comments about the
people to your right?

Mr. TIERNEY. No, they seem to know what they’re talking about.

Mr. HORN. Very good. Very good. I never saw such a friendly
group. I've got to do better on picking testimony witnesses. I was
interested to read, Dr. Tierney, in your testimony that you think
Congress should assist the General Accounting Office in requiring
that auditors render an opinion on the adequacy of a governmental
entity system of internal controls.

Now, why would Congress’ help be needed? Do Federal agencies
not already report in this manner?

Mr. TiERNEY. No, they don’t, Mr. Chairman. When lay people
read the Government audit requirements, there is a reasonable
basis to conclude the controls are being audited. But in the lit-
erature, the profession and that, the auditors are required to test
the controls as part of the financial statement audit. And we as a
profession actually disclaim an opinion, because not enough work
has been done to render an opinion on just the controls.

And when it comes to public sector entities, I believe, I think
Congress in many laws of the past and the GAO believe, that the
auditor controls is just as important as the financial statement. We
have one piece in place now, the financial statement audit. GAO
talks about testing controls and their standards. I think it's inter-
esting that GAO did have an audit of their controls, a separate
audit. At the time, they were revising the 1994 edition of the Gov-
ernment Auditing Standards, coincidentally, the American Insti-
tute of CPA’s felt it important enough to have a separate audit of
their controls, and they did. So in 1994, the AICPA itself had an
audit of controls with an opinion and an audit of their financial
statements with an opinion.

Mr. HORN. Well, what’s preventing auditors from requiring that
Federal agencies submit audited reports, including an opinion, on
the agency’s system of internal controls?
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Mr. TIERNEY. I think it’s probably their concern as the level of
effort. It is a separate audit. It would be a separate program.
There’s got to be some costs associated. There will be some costs
associated with it.

Mr. HORN. Well, is it your feeling that the auditors that now do
these audits do enough work to really be able to render an opinion
on the adequacy of the internal controls? How much work does one
really need to do to be able to make a judgment on that?

Mr. TiERNEY. | think it’s considerably more than is now required
by either GAO standards or the generally accepted auditing stand-
ards for the audit of financial statements. In the standards, there
is a proviso that an auditor under certain conditions may not even
have to test the controls. They can do some other procedures.

So it would be a separate program, getting into the systems au-
dits in more detail, getting—looking at maybe the administrative,
as well as the accounting controls, and giving, I think, a level of
satisfaction, answering different questions that just don’t get ad-
dressed in a financial statement audit. '

Mr. HORN. Well, should we be requiring this by law or what?

Mr. TIERNEY. My belief, Mr. Chairman, is Congress should nudge
it a little bit, because we have a profession right now that wants
to do the financial statement audits, has a practice they’re experi-
enced and comfortable with of testing the controls. The auditing of
controls would be a separate universe.

Mr. HORN. Let’'s move to another subject. And I'd like all three
of you to comment on this. The Comptroller General of the United
States is a very important position. And we need to get the best
possible person to follow Mr. Bowsher’s distinguished career. How
would you structure the rewards and responsibilities of the position
in order to attract the best and brightest person we could? And
what changes, if any, are necessary? Mr. Fosler.

Mr. FosLER. Our panel looked at several of these questions, Mr.
Chairman, and, in particular, the issue of the term of Office of the
Comptroller General. And there was considerable discussion of it
by the panel. But in the end, they concluded that there really was
no need for any change, particularly any change that would require
legislation in this regard, with the way it’s structured at the
present time. And I would presume that that would include their
feeling that the incentives as they are at the present time are quite
adequate to attract the best person that one would want to have
in that job.
hM;. HoRN. Mr. Fritz, does the Private Sector Council agree with
that?

Mr. FriTz. I think, in general, although I think that when you're
looking for the characteristics that would be very important, per-
haps the most important one to me is the desire to serve Govern-
ment. I don’t believe that from a compensation point of view, you're
going to be able to attract people who are focused only on com-
pensation, because I think that there is not a level of compensation
that would adequately compensate someone who had that kind of
an interest.

But someone with experience and self confidence that comes from
experience and knowledge of the job to be done, and most impor-
tantly the desire to serve Government and the American people
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would be a very important criteria that I would look for in selecting
a Comptroller General.

Mr. HORrN. I now yield for questioning to the ranking minority
member.

Mrs. MALONEY. I'd like to thank you, Mr. Chairman. And I'd like
to thank all of our witnesses for their testimony. One of the pur-
poses of this hearing is to consider the draft GAO legislation being
circulated by the Republicans. I would like each of you just to very
briefly tell us if you think this legislation is needed at this time.
Do you think this legislation is needed?

Mr. FosLER. Based on the review that our panel did of a number
of the items which are included in this legislation, their feeling was
that there were some of these—some changes that would be desir-
able, but they could be accomplished without legislation.

They did have concern about the possibility of requiring a peri-
odic reauthorization. There was a fairly specific concern there that
the dynamic that would lead up to the reauthorization could be-
come politically charged and potentially undermine the sense of
credibility and objectivity of the GAO. Therefore, they believed that
that would definitely be a change to be avoided.

For the most part, however, the feeling was that there are some
good points that they looked at that are included in the legislation.

Mrs. MALONEY. Could you clarify what were the good points?
Maybe you'd like to just clarify it in writing. But, you know, the
main change is that of changing it to a cyclical as opposed to a per-
manent authorization. And as you mentioned, you were opposed to
that. But the changes that you thought were good, can you tell us
what they are?

Mr. FosLER. One of the changes and one of the things that our
panel recommended was the importance of defining how much the
GAO work actually costs. And we had recommended that there be
an estimate of the cost of each project, along with the terms of ref-
erence determining what it was that the project was going to do.

Mrs. MALONEY. Well, are GAO studies more or less expensive
than NAPA studies?

Mr. FOSLER. We haven’t done a comparison of that kind, but our
feeling was that if there was a clear indication of what the cost was
and if, as this legislation would require, if there was an indication
of changing costs over time and the final costs, that this would be
a helpful way of assessing the value.

Mrs. MALONEY. Actually, that provision was deleted from the bill
that came before us today on requiring the costs. But, you know,
some people have talked about privatizing the work of GAO, con-
tracting it out to major accounting firms, for example. How would
this compare in costs to the work done by GAO?

Mr. FosLER. I think you'd have to look at specific instances and
jobs and make some more explicit comparisons of costs.

Mrs‘.? MALONEY. Mr. Fritz, do you think this legislation is needed
or not?

Mr. FriTz. I want to reserve judgment on that. I have not had
an opportunity to do enough work with the proposed legislation to
respond to your question, Congresswoman.

Mrs. MALONEY. Well, one of the most probably disputed or one
provision of which there is disagreement and a fundamental
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change is that of changing it to a cyclical reauthorization as op-
posed to a permanent one. Do you have a position on that?

Mr. FrITZ. I would agree with Mr. Koskinen when he was saying
that it’s difficult to see where the problem is, because I see the or-
ganization as it is, presently working, working well.

Mrs. MALONEY. Thank you. Would you like to comment on the
legislation? Do you think it’s needed?

Mr. TIERNEY. With respect to the term limits and so forth and
the chairman’s comment about enticing others to what might be
needed to get the best into position, I think we have to be careful,
because over the period of 75 years, Congress and administrations
have basically supported and created one of the leading audit orga-
nizations in the world.

In the case of performance auditing, maybe the preeminent orga-
nization in that field. We do have an opinion of such just recently
released by one of the world’s biggest accounting and consulting
firms. They did a peer review on the General Accounting Office. So,
you know, I'm looking back over a career of 35 years and I'm
stunned at some of the suggestions with respect to the General Ac-
counting Office.

It has not been my personal experience or observations that this
legislation is needed.

Mrs. MALONEY. Thank you, Mr. Tierney. And I have no further
questions.

Mr. HorN. Thank you very much. Let me ask you about the Fed-
eral Accounting Standards Advisory Board’s role, as well as its
placement, structure and financing. Should Congress consider
doing anything more to further this Board? Is there anything need-
ed that gives them a little more permanency perhaps, any changes
that are worthwhile? What’s your feeling on that, any of you?

Mr. TIERNEY. Well, as a member of the Board and one whose
term is about to expire, we have a provision to serve an initial term
and 2-year terms. And all of the outside members’ terms will expire
this November, I believe.

Mr. HORN. Are these Presidential nominations? I just haven’t
looked that up.

Mr. TIERNEY. No. It's a combination of appointment by the
S(iilg)troller General, Secretary of Treasury, and the Director of

Mr. HorN. Do they each get a few to put on the Board or do they
have to talk to each other?

Mr. TIERNEY. I don’t know how they did that, Mr. Chairman, but
they selected a great group of people.

Mr. HorN. Obviously.

Mr. TIERNEY. But I was pleased with the work that’s been done
over 6 years. It's work that’s been done with the help of GAO,
Treasury, and OMB that just hasn’t happened in 200 years. A lot
has been done. I would like to suggest that maybe FASAB be given
a little bit more permanency; not an independent agency, but
maybe something along the line that Congress created when they
set up their joint financial management improvement program.

That exists as a working board or a relationship between Treas-
ury, OMB, and GAO. And I thought maybe a structure similar to
that would give it enough stature to continue the work, because it’s
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not done. The initial standards are almost complete. But once they
start to get implemented, there’s going to be continuing need for in-
terpretations. As Congress designs new programs or changes in
the—there may be changes in the accounting standards required.
So that would be an ongoing effort.

Mr. HORN. Are you located within the General Accounting Office
headquarters?

Mr. TIERNEY. No, physically, there is a separate building for
them. I guess when you look at it, we don’t have a budget. We exist
as a result of this agreement between the three agencies and being
jointly funded and supported, although they have supported a
small, full-time staff to assist the Board.

Mr. HorN. Your own appointment, you say, came from how? How
did you get that appointment, the cooperation of the three?

Mr. TIERNEY. Yes. A memorandom signed by all three executives.

Mr. HorN. All three. We'll ask the Comptroller General more
about that one, or just ask the staff to put it in the record at this
point so we understand the process, which I do not understand.
That’s my fault, not yours. Anything else any one of the three of
you would like to say about this subject matter?

Mr. Fritz. FASAB, I would like to make a comment on that.
FASAB has done a rather incredible job over the course of the 6
years that they have been authorized. They have done what hadn’t
been done in over 200 years of the Federal Government. They've
converted accounting standards that were basically a tower of
Babel into consistent accounting standards across the entire Fed-
eral Government. On the private sector side, the FASAB, which
may be considered the counterpart of FASAB has been struggling
for years and years, almost since the beginning of the accounting
profession in the United States to establish accounting standards;
and continue today to work on establishing accounting standards.

My view would be that there will be issues that will arise, either
because of changes in emphasis or changes in policy within the Na-
tion that will require some adjustment, some interpretations of the
established FASAB accounting standards in the years ahead. And
there should be some mechanism to deal with that, so that we don’t
revert to a tower of Babel, or do what Government agencies have
often done in the past, in the railroad industry and others, where
the cookbook went out of accounting standards, went out of date
and they continued to follow those old out of date standards that
were meaningless on and on.

So whatever the mechanism is, I haven’t given a lot of thought
to it at this point. But whatever the mechanism is, there should
gﬁ admechanism to deal with some of these issues in the years

ead.

Mr. HorN. How does this process work? Does GAO develop a
standard and submit it to the Board? Or does the Board have an
ind?g)endent staff that helps to develop the standard? How does it
work?

Mr. TiErNEY. If I might, Mr. Chairman?

Mr. HORN. Mr. Tierney.

Mr. TiERNEY. There were many issues, accounting issues that
FASAB, when they organized, they had on their agenda. Basically
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the FASAB has decided what accounting issues were to be given
a priority.

Then we organized actually governmentwide task forces, some
with representatives from as many as 2 dozen Federal agencies, to
help us research the subject so that we had an answer that users
of financial statements could work with. Also, we had program
managers helping and taking a look at this. We had representa-
tives from OMB, the Congressional Budget Office, and staff mem-
bers of congressional committees.

Once that standard was researched and written, we then distrib-
uted it for comment. We also held public hearings on the subject.
After those, we concluded on what a particular practice should be
or standard should be. And we submitted—it’s basically a rec-
ommendation to what we call the three principals, the Comptroller
General, Secretary of Treasury, Director of OMB. If they all ap-
prove it, under the CFO Act, OMB has the responsibility to actu-
ally issue the standard. And so that’s the process.

To date, none of the principals, nor OMB, have taken any excep-
tion to a suggestion or recommendation by FASAB.

Mr. HORN. Have there been informed objections that were com-
promised out before final action?

Mr. TiERNEY. I think, yes. Not compromised out, but at times, I
think maybe some of our hearings have been quite entertaining
and quite interesting. And many times there isn’t an empty seat
at the hearing. Discussing some of these issues. And they are con-
tentious ones at times.

Mr. HorN. I thought sometimes our hearings were entertaining,
but I can’t imagine an accounting hearing being entertaining.

Mr. TIERNEY. Everything is relative, Mr. Chairman.

Mr. HORN. But things do change in this world. Well, any other
comments you gentlemen would like to make?

Mr. FOSLER. Just on FASAB, I would just note that it is signifi-
cant that it was established by memorandum of understanding at
the time of the Chief Financial Officers Act, an indication of both
the ability of the agencies and the branches to work in a coopera-
tive way and the fact that it can prove to be a highly effective
mechamsm.

Mr. HORN. Very good. Well, we thank each of you for your testi-
mony. You've helped round out the picture. And now that the pre-
liminary bouts have been finished, we now have the main ring.

Stand, gentlemen, to be sworn.

[Witnesses sworn.]

Mr, HorN. Both witnesses have affirmed. Comptroller General
Bowsher. And note who accompanies you, if you would.

Mr. BowsHER. Jim Hinchman, who is my Deputy.

Mr. HORN. Proceed.

STATEMENT OF CHARLES A. BOWSHER, COMPTROLLER GEN-
ERAL OF THE UNITED STATES, ACCOMPANIED BY JAMES F.
HINCHMAN, SPECIAL ASSISTANT TO THE COMPTROLLER
GENERAL

Mr. BowsHER. All right. Thank you very much, Mr. Chairman I
have a full statement, a 19-page statement, which I would appre-
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ciate if it could be made a part of the record. And I will confine
my remarks here to 3%z pages.

Mr. HoRN. Without objection, it is part of the record.

Mr. BowsHER. All right. The General Accounting Office was cre-
ated in 1921, 75 years ago, the culmination of a really big national
debate. I think one of the previous witnesses pointed out, over 27
years. I didn’t realize it was quite that long. Over who had the au-
thority, the Congress or the President, to set the Federal budget.

In the end, the deal was struck and a compromise made. The
President was given authority to propose the national budget with
the help of a new Bureau of the Budget. And in return, Congress
reserved the right through GAO to set up Federal Accounting
Rules and to audit the executive spending. In other words, the Bu-
reau of the Budget or the Budget staff was taken out of Treasury
and given to the President at the beginning of the fiscal year. And
the audit group was taken out of Treasury and given to the Con-
gress to review how was the money really spent at the end of the
fiscal year.

Now, over the 75 years that GAO has been in business, we have
really evolved from being an agency of bookkeepers and clerks,
which we inherited from the Treasury Department to an agency of
experts in far ranging disciplines. Where GAO once employed an
army of voucher clerks, we are today an agency of highly trained
specialists. We have auditors and lawyers, health experts and
economists, statisticians and methodologists, computer specialists,
and engineers.

But if our skills and mission responsibilities have changed to
meet the evolving needs of Congress and the Nation, the core of
what GAO is all about remains the same today as it was in the be-
ginning. Those who sought the creation of GAO envisioned an
agency guided by stringent standards and principles. In reading
the debate over the creation of GAO, the words that spring from
the pages of the Congressional Record are independence, impartial-
ity, and nonpartisan.

The principal author of the 1921 Budget and Accounting Act,
Congressman James Good, an Iowa Republican, said that the
Comptroller General should be placed on a plane somewhat com-
parable to the position occupied by Federal judges in order to re-
move that individual as far as possible from political consider-
ations. The Comptroller General, Congressman Good argued, ought
to be independent and fearless.

The end result of this concern for independence was a statute
that permanently authorized the GAO and provided the Comptrol-
ler General with a 15-year nonrenewal term of office.

The first Comptroller General, John McCarro, set the pattern of
independence and integrity that has marked GAO throughout its
75 years. He clashed repeatedly with executive branch agencies.
Through the 1930’s and the 1940’s, there were several Presidential
attempts to weaken the GAO, but the Congress stood firm.

Within a decade of its creation, the Congress had come to rely
on GAO and it was not about to bow to Presidential pressure to
abolish or significantly modify GAO roles and powers. The credibil-
ity that was hard won in the early days of the 1920’s and the
1930’s continues as a bedrock value at GAO today. GAO remains
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an organization of men and women who jealously guard a reputa-
tion that’s based on objectivity, fairness, impartiality and independ-
ence.

And GAOQ’s credibility goes hand in hand with its ability to serve
the Congress. It is precisely because GAO takes care to see that re-
ports meet the highest standards of credibility that it cannot be
easily dismissed. Now, what I'd like to do is just look at these four
charts over here, which I also have at the back of my presentation
here, to point out just what we've been able to accomplish in the
last few years here.

The first chart is the financial benefits over here for the Amer-
ican taxpayer. And what you will see there is that in each of the
last 3 years, we have achieved financial benefits of anywhere from
around $15 to $19 billion each year.

And if you look at the next part of the chart, you will see that
we have, over each 5-year period, significantly increased the finan-
cial benefits going from $35 billion from 1981 to 1985 to $82 billion
in 1986 to 1990, and $120 billion roughly from 1991 to 1995.

I might point out, Mr. Chairman and Congresswoman Maloney,
that one of the ways we’ve been able to do this is we have an excel-
lent planning process. In other words, I've broken down—as Neil
Tierney pointed out, we've made some major changes in the early
1980’s. And 1 was really building on the planning process that
Elmer Staats had put in place. But we really do plan our work very
carefully in 30-plus issue areas. We now share those with all Mem-
bers of Congress.

In other words, Scott Foster pointed out that at the time of the
NAPA review, we were preparing these, but we weren’t always
making them public. We do today. We make them public to any-
body, Members of Congress, people in the academic world, or in in-
dustry, or taxpayers. Anybody can have a copy of whatever work
we think should be done in the banking area, in the agriculture
area, and in the education area.

Now, if you look down at the next chart on that page 5, over here
on my left here, the second chart, what we show is the productivity
that we’ve been able to maintain here, despite really significant
staff reductions. In other words, we have come down from 5,300 to
3,600, the lowest since before World War II as far as staffing.

As you can see, we have produced in the last 3 years around
1,300 reports each year. In 1995, we were able to produce slightly
more than what we did in 1994 and 1993. I might point out,
though, that we had earlier made these changes so that from 1983
to 1992, we had doubled our productivity.

So we really made two big efforts of improving and modernizing
GAO, those in the efforts in the middle 1980’s and those that we
are currently doing to produce a new standard process, which is
outlined in this little brochure that I think you have up in front
of you, Mr. Chairman, here. And this is a major effort that’s going
on right now.

I think you can see in the second part of tnat chart that the
products issued per hundred staff-years—in other words, with a re-
duced staff—has been going up. In other words, with few people,
we are producing approximately the same number of reports and
therefore, more productive on a per staff basis.
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I think one of the most important things is our testimonies. Last
year when the Republicans took control of the Congress, you had
a very busy first 100 days. We testified 109 times during those 100
days. And we had a total of 246 hearings.

We have been running right around 200, 250. We even 1 year hit
300 hearings here in recent years. No other agency does that, ex-
cept the Defense Department. And one of the reasons we are able
to do it is we use our senior civil servants as the issue area direc-
tors in those 30-plus issue areas, plus our division leadership.

And so last year, which was a fairly typical year in recent years,
Ke had 75 different witnesses as the main witness coming over

ere.

Lots of times we had five GAO teams testifying before Congress
on any single day. It is not uncommon to do 10 hearings in a week
over here. And cur career senior civil servants carry the load in
that. I do a fair number each year, but I am the only Presidential
appointee at GAO.

Now, if you look at the next page and on our third chart, you will
see that our recommendations have been going up here. The ac-
tion—these are really not just recommendations, but the action
taken as a result of GAO recommendations on audit findings. And
what we have generally seen over a 4-year period is about 70 per-
cent of our recommendations being acted upon by the executive
branch.

And having been an auditor and a partner in one of the big ac-
counting firms, I didn’t do any better in the private sector when
the people were paying big fees for my advice, I can tell you. Sev-
enty percent, I think, is quite good in that.

Sometimes we’re frustrated in the slowness of the decision. In
other words, sometimes like in the S&L crisis and some of those
kind of situations, we would hope for faster action, but on balance,
I think generally the Congress or the executive branch generally
does address the issue.

If you look on the last chart, you'll see that GAO has been im-
proving their responsiveness and lowering the cost of their jobs
here in the last 3 years. And we hope to do even a better job once
we have this new process in and completely implemented.

Now, I might just say that while I'm very proud of our record of
accomplishments, I am cencerned about reducing the GAO substan-
tially below 4,000. I thought that we could take out a certain per-
centage of our staff because we had improved productivity so much
in the 1980’s. But when we went below 4,000, I shared with both
the leadership, the Senate and the House my concerns, because
based on years of experience as an auditor in the public and the
private sectors, why, it is always a concern of how much audit cov-
erzge do you have.

And I think it will be increasingly difficult for GAO to provide
Congress with assurance that proper accountability exists over
Federal budget expenditures that are now over $1%2 trillion and
heading up toward $2 trillion.

In addition, downsizing GAO has resulted in loss of key expertise
in areas such as financial accounting and information systems
management. And I've also lost some very key people in my pro-
gram audit area.
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I raised this issue with the appropriations committees this year
hoping that I could get a few more staff approved than what we
had agreed to last year. I'm not too hopeful based on their re-
sponse. I do appreciate very much Chairman Clinger’s letter, which
was very strong in the support of the GAO staffing arrangements
there.

But still, as we move toward the 21st century, GAO must rise
to two very major new challenges. We are charged by the CFO Act
with auditing the first consolidated financial statements of the Fed-
eral Government in 1997. For GAO, this is an unprecedented un-
dertaking. And I might point out, for any auditing organization,
this is an unprecedented undertaking.

I think in Mr. Fritz’s written testimony, you will see that when
we take on these big audits of some of these major agencies, like
the Army, the Air Force, the IRS, we are taking on organizations
as large as General Motors. And to take on an audit of an organiza-
tion that has not had an audit is a little like taking on the Ford
Motor Co. in the late 1940’s. And you always had great problems.
And I must say that I think the GAO people have done an out-
standing job.

But this is required, and we think that we can do the job and
we're certainly going to give it every effort to do that.

We also, of course, have a major role in monitoring the new Gov-
ernment Performance and Results Act, a law that requires Federal
agencies to set strategic plans and performance plans that would
attlﬁmt results, one that this committee, of course, is very familiar
with,

Finally, 1 just might say that GAO intends to continue to meet
the needs of Congress with work that is objective and independ-
ently derived, accurate, timely and meaningful; and present it in
a way that is most useful to responsible officials. Wherever our
services are required, GAO takes seriously its mission to seek hon-
est, efficient management and full accountability throughout Gov-
ernment. In areas as diverse as energy and housing, law enforce-
ment and banking, health care and education, information tech-
nology and financial management, international affairs and de-
fense, program evaluation and methodology, GAO seeks to serve
the public interest.

And as I conclude my tenure as Comptroller General, which will
end 5 months from today, I would like to say how proud I have
been to be associated with the men and women of GAO.

And so I think as we come to the end here of 75 years, GAO has
served a legislative branch of honor and commitment. And as I pre-
pare to retire, my overriding goal is to leave for my successors an
independent, impartial, nonpartisan GAQO capable of sustaining
and continuing this proud tradition for the next 75 years and be-
yond.

I urge this committee to consider of prudence and care any pro-
posal to fundamentally alter the very characteristics that make
GAO the credible organization it is today. These characteristics, in-
cluding the 15 year nonrenewable term for the Comptroller General
and the agency’s permanent authorization status has made GAO a
success story among Government agencies.
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And I believe it to be a very serious mistake to tamper with that
success.

In closing, the General Accounting Office is an immense resource
for all of those who believe an anonymous and accountable Govern-
ment is essential to the proper functioning of our democracy.

I would be pleased to answer any questions.

[The prepared statement of Mr. Bowsher follows:]
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Statement of Charles A. Bowsher
Comptroller General of the United States

Mr. Chairman and Members of the Subcommittee

I am pleased to appear before you today to discuss the work of the General Accounting Office
(GAO). We welcome this opportunity to discuss the important role that GAO plays as the
nation's watchdog--the agency responsible for providing the Congress with objective and
credible audits and evaluations of executive branch programs and management. ‘

GAO is justifiably proud of its long tradition of service to the Congress, its contribution to
improving government operations, and the billions of dollars that taxpayers have saved as a
result of its work. This year marks a milestone for GAO and a personal milestone for me as
Comptroller General. In July 1996, GAO will celebrate 75 years of service to the Congress,
and in September 1996 I will be completing my 15-year term of office. The GAO that I will
leave to my successor will be a leaner organization. Since 1992, our downsizing efforts will
have reduced GAO's workforce by one-third. At 3,500, the agency's workforce will be at its
lowest level since before World War II. Still, GAO will remain an organization of highly
skilled professionals that has successfully managed this substantial reduction while
remaining a highly productive and effective source of information for the Congress.

Creation of the General Accounting Office was the culmination of a national debate over who
had authority--Congress or the President--to set the federal budget. In the end, a deal was
struck and a compromise made: The President was given authority to propose the national
budget with the help of a new Bureau of the Budget. In return, Congress reserved the right,
through GAO, to set federal accounting rules and to audit executive spending.

Over 75 years, GAO has evolved from an agency of bookkeepers to an agency of experts in
far-ranging disciplines. Where GAO once employed an army of voucher clerks, we are today
an agency of highly-trained specialists: auditors and lawyers, health experts and economists,
statisticians and methodologists, computer specialists, and engineers.

Let me highlight for you GAO's success in meeting its mission responsibilities in the midst of
downsizing, as well as actions we have recently completed or have underway to continue to
improve GAQ's ability to serve the Congress.

IMPACT OF GAO'S WORK

In today's challenging times, we must find ways of doing a good job even better--and doing it
faster, at less cost, and with fewer people. During the 10 years beginning in 1983, GAO
virtually doubled its productivity. And although budget constraints since fiscal year 1992
have required us to significantly reduce our workforce, we have maintained both our
productivity and the uncompromising quality of our products and services. To amplify on
how GAO has been able to provide information to help the Congress and the executive branch
make decisions that have improved government operations, I will use several charts to review
our service to the Congress and our contributions to the taxpayer since our last House
oversight hearing in 1993. In essence, these charts, in keeping with the Government
Performance and Results Act, highlight the major results and outcomes of GAO's work.

Achieving Financial Benefits

Year after year, our work has led to legislative and executive actions--budget reductions, cost
avoidance, appropriations deferrals, and revenue collections--that have provided financial
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savings and other benefits in the billions of dollars. Let me direct your attention to the first
set of charts that shows that in fiscal year 1995 alone, these financial benefits totaled nearly
$16 billion--a return of more than $35 for every dollar appropriated for GAO. The companion
chart documents a steady upward trend in our measurable benefits in the preceding three 5-
year periods. Between 1991 and 1995, financial benefits that either were directly
attributable to or significantly influenced by our work totaled nearly $120 billion, or about
$55 for every dollar appropriated for GAQ. Given the importance of reducing the budget
deficit, we keep financial benefits at the forefront of our work.

GAO Financial Benefits for the
American Taxpayer
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Ilustrative examples of important financial accomplishments achieved by the Congress and
the executive branch as a result of our work include efforts ranging from studies of the health
care system's vulnerability. to fraud and abuse which yielded billions of dollars in budget
reductions and significant administrative reforms, to reports on the Department of Energy's
nuclear programs that led to decisions that saved billions of dollars, including terminating
construction of an uranium enrichment plant and the Clinch River Breeder Reactor; from
work on inefficient and wasteful inventory management practices at the Department of
Defense, which resulted in use of more efficient business practices and savings of billions, to
suggested tax code changes, which resulted in billions in tax savings; and from oversight of
multi-billion dollar information system modernization efforts at the Internal Revenue Service
and the Federal Aviation Administration crucial to congressional funding decisions on these
programs, to reorganization and streamlining of federal departments, such as the Agriculture

2
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The chart shows reductions in both the average and the median duration and cost of GAO's
jobs between fiscal years 1993 and 1995. The median is the more important indicator since it
is more representative of the time and the cost of a typical assignment. As the chart shows,
GAO's median assignment duration dropped from 8.7 months in fiscal year 1994 to 6.3
months in fiscal year 1995, or over 27 percent. Similarly, the cost of a typical assignment
during this period dropped 29 percent, providing the Congress with more cost-effective
products and services.

SETTING PRIORITIES

To optimize our usefulness to the Congress, we have taken a number of actions in recent
years to better focus our efforts. For example, we have refocused the annual planning
process for GAO's 32 issue areas to obtain a more complete understanding of the issues the
Congress is likely to address in the next several years. We consult broadly with
congressional Members and staff on both sides of the aisle, as well as with a wide spectrum
of government and private experts. The resulting plans define the major issues about which
we believe the Congress will need information and advice and describe the overall strategy
and likely jobs that we will undertake as resources become available.

In setting priorities for our work, we give preference to committee requests made by chairs
and ranking minority members, as well as to legislative mandates. We also attempt to
preserve some level of resources for important self-initiated work that may not as yet have a
congressional sponsor, but we believe could have important impacts on the effectiveness of
government or could help avoid economic losses to the taxpayer. Over the past several years,
the proportion of our staff years spent at the specific request of the Congress has ranged from
70 to 80 percent of our available audit resources.

Resource constraints have required us to continue to constantly look for ways to refine and
improve upon how we set our work priorities. In this regard, we published, in March 1995, a
GAO-wide strategic plan entitled Following the Federal Dollar that identified the following
five broad areas of work to which we have assigned the highest priority:

Promoting a More Efficient and Cost-Effective Government;

Exposing Waste, Fraud, Abuse, and Mismanagement;

Targeting Spending Reductions to Reduce the Deficit;

Improving Accountability Through Financial and Information Management; and
Identifying Trends With Fiscal, Budgetary, or Oversight Consequences for the
Government.

Some of the benefits for the Congress from GAO's work as a result of this mission and
structure are illustrated below.

GAOQO Audits Help Assure a More Efficent
and Cost-Effective Government

GAO is in a unique position to help the Congress as it strives to reexamine the objectives and
structures of federal programs and initiatives to cut the deficit. Committees in both houses
have requested that GAO do work vital to their legislative agendas. Moreover, new and

6
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first organizations, public or private, to warn that the nation's savings and loan industry
faced collapse and the Federal Deposit Insurance Corporation was rapidly approaching
insolvency--developments that ultimately led to the most expensive federal bailout in
American history and the rebuilding of the bank insurance fund. Also, months before Orange
County, California, declared bankruptcy after officials invested public funds in risky financial
instruments known as derivatives, GAO had issued a major report alerting the Congress to
weaknesses in the regulation of these products. GAO's work has also led to improvements in
major departments and agencies, such as the Social Security Administration, the Internal
Revenue Service, and the Postal Service, that dramatically influence the public's perception
of the efficiency and effectiveness of the federal government.

Improved Services to the Congress

GAO's record of accomplishment notwithstanding, we recognize that success requires
continuous improvement in quality while reducing the duration of jobs and their cost. GAO's
workload has become larger and more technically and analytically complex, even as budget
and staff resources have become more constrained. Nevertheless, the chart below illustrates
that in the key dimensions of job length and job cost, GAO's performance improved in 1995,
thus providing better service to the Congress.

GAO  GAO Improves Responsiveness
and Lowers Cost of Jobs

Dusation of GAQ Cost of GAO Jobs

Jobs (Dollars in Thousands,

(Months) Adjusted for Inflation)
w 08 i

.

14

o198 19M 1995 1993 199 1995
Fiscal Years Fiscal Years

[] Overalt Average Durazion
-~ Median Duration/Cost




93

Department, which yielded billions more in savings and improved customer service. Our goal
is to continue this trend. Work underway since the beginning of the new Congress is
designed to achieve similar results.

GAO's Productivity Rises Significantly

The next set of charts shows how we have been able to maintain or increase our productivity
levels despite budgetary reductions. In fiscal year 1995, GAO produced 1,322 audit and
evaluation products that cut across the full range of government programs and activities.
These consisted of 910 reports to the Congress and agency officials, 166 formal congressional
briefings, and 246 congressional testimonies. The productivity level for fiscal year 1995

GAO  GAO Maintains Productivity
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represents a 6-percent increase over that for fiscal year 1994. Moreover, when GAO's
downsizing efforts are considered and its productivity calculated on the basis of output per
100 staff years spent, the product volume for fiscal year 1995 represents a 12-percent
increase over that for fiscal year 1994.

Responding to congressional requests for testimony is one of GAO's most important services,
and this has continued with the 104th Congress. The chart shows a steady upward trend in
the number of testimony appearances between fiscal years 1993 and 1995. In fact, during

the first 100 days of the new Congress, GAO officials were called upon to testify a record 109

3
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times. In total, in the first year of the new Congress, 72 GAO witnesses testified 246 times
before 112 congressional committees and subcommittees on issues that ranged from budget
savings, to fraud, waste, and abuse, to proposals for reengineering the federal government.
By comparison, 42 GAO witnesses testified 117 times in fiscal year 1985. This demonstrates
the extent to which congressional committees are increasingly finding GAO's work relevant to
and useful in addressing issues of concern to Congress. It also illustrates the increased level
of expertise in our senior executive ranks.

Improvements in Government Operations

Many of GAO's recommendations and audit findings result in or contribute to improvements
in the effectiveness and the efficiency of government operations and services and have
provided information and analyses on some of the most pressing and controversial matters
faced by the Congress. As shown in the next chart, GAO documented nearly 200 of these
accomplishments in each of the past several years and more than 200 in 1995.

GAO GAO Recommendations Lead
to More Effective Government

Actions Taken as a Result of GAQ Recommendations or Audit Findings
200

|
1
|
|
i
!
L
]

I
!
I
L T
195 16 167 198 1wy 1990 1991 1992 198 %4 1%

For example, the Chief Financial Officers (CFO) Act of 1990 was passed after GAO audits
found that federal agencies cannot account for tens of billions of dollars, that books cannot be
balanced, and that lack of accountability had led to billions of dollars in waste, fraud, abuse,
and mismanagement. The law now requires major federal agencies for the first time to
prepare financial statements and undergo annual financial audits. GAO was also among the
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continuing statutory requirements necessitate that GAO continue to play a key role in
improving government accountability and management.

We believe that it is possible not only to create a government that costs less, but one that at
the same time operates more efficiently and effectively. Downsizing is one way to move
toward this goal, but downsizing must be carefully planned and carried out--a process that
demands the kind of objective and comprehensive information GAO is uniquely equipped to
gather. We have, for example, studied defense force structure in light of decisions to reduce
the size of the U.S. armed forces, tracked the results of previous downsizing efforts at the
Social Security Administration and other agencies, and studied downsizing approaches taken
by private sector organizations.

We have a number of audits and evaluations either underway or contemplated for the coming
months that could yield significant savings for the government, for example, identifying
"best practices” to help streamline defense acquisition, procurement, finance, inventory
management, maintenance and repair, and transportation; identifying more cost-effective
ways to clean up the nation's nuclear weapons complex; evaluating major reorganization
proposals facing the Federal Aviation Administration and Amtrak; and identifying alternative
return-to-work strategies to reduce the costs of the Social Security Administration's disability
programs.

GAO Audits Expose Waste, Fraud, Abuse, and Mismanagement

After the scandal at the Department of Housing and Urban Development in the late 1980s,
as well as the "Ill Wind" scandal at the Department of Defense, we began a widely publicized
effort to identify and monitor programs at risk for waste, fraud, abuse, or mismanagement.
Through scores of studies and two special series of reports on "high risk" programs-the most
recent of which appeared in February 1995--we have highlighted areas in which major
improvements are needed to protect the taxpayers' interests. Priority work includes
assessing payment practices under Medicare, where losses run into the billions annually;
minimizing defaults in federal loan programs, such as student assistance and the Farmers
Home Administration, where loss exposure runs into the billions of dollars; and monitoring
defense programs in which billions of dollars have been spent on unneeded inventory and
millions of dollars have been incorrectly paid to defense contractors.

Our highlighting of high risk programs is paying off. The most recent high risk reports
confirmed that progress had been made in attacking the root causes of problems at 15 of the
18 programs we had identified through fiscal year 1994. Five of the 18--the Bank Insurance
Fund, the Resolution Trust Corporation, the Pension Benefit Guaranty Corporation, the State
Department's management of overseas property, and the Federal Transit Administration's
grant management program--are now on sound enough footing that we have removed their
high-risk designations. In fiscal year 1995, we designated seven new high risk areas, in
hopes that the greater focus afforded these areas will yield progress among them

as well. The areas included monitoring multi-billion dollar information technology initiatives
at the Internal Revenue Service and the Federal Aviation Administration as well as assessing
improvements needed in the Defense Department's financial management.
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GAO Expertise Can Help Target Spending
Reductions to Reduce the Deficit

As the Congress works to balance the federal budget, one of its major challenges will be to
cut federal spending over the next 6 years by a total of $1 trillion or more. Every year, we
work with the congressional appropriations committees to find potential savings in the
administration's proposed budget, generally identifying savings in the billions of dollars. We
also work with the budget and authorizing committees to find opportunities to save money by
modifying, limiting, or abolishing entire programs. We have underway, or soon will begin,
efforts such as reviewing the need for such Department of Energy programs as the clean coal
technology program, the civilian nuclear waste program, the power marketing
administrations, and the Strategic Petroleum Reserve; identifying agricultural commodity
programs in which savings could be achieved; assessing discretionary programs at the
Department of Health and Human Services to identify those that are ineffective or whose
overhead expenses run too high; and analyzing military budget requests to identify funds
Congress may want to rescind or reallocate to higher priority needs in research and
development, procurement, and in operation and maintenance accounts. To help the
Congress address the deficit, GAO has also recently reported over 120 options for budgetary
savings based on its audit and evaluation work and many of these options were included in
the House report on the fiscal year 1996 budget resolution.

GAO Audits Improve Accountability Through
Financial and Information Management

For more than a decade, GAO has reported to the Congress that federal agencies were
lacking even minimally acceptable accounting and financial management systems.
Recognizing the need for better financial management in the federal government, the
Congress passed, on a bipartisan basis, the Chief Financial Officers (CFO) Act of 1990. In
1994, the Government Management Reform Act expanded the CFO Act to require major
federal departments and agencies to prepare financial statements and to undergo annual
financial audits.

We have a major responsibility to monitor agencies’ progress under the expanded CFO act.
Starting this year, the 24 largest federal departments and agencies will be required to
produce auditable financial statements. Beginning in 1997, we will also have the job of
auditing the annual U.S. government consolidated financial reports, which are intended to
show the Congress and the American taxpayers the status of federal finances. It is crucial
that CFO act implementation stays on schedule and equally important that we at GAO
maintain our capacity to assist. The comprehensive, reliable data developed under the CFO
act will give congressional leaders invaluable information to use in reducing federal spending
and ensuring accountability among the departments and agencies. Further, the data will
contribute to the effective implementation of the Government Performance and Results Act of
1993, which makes performance measurement a key element of federal program
management.

We have also put considerable emphasis on the need for better information resource

management (IRM). The federal government spends about $25 billion each year on
computers and information technology. It ought to be getting far greater value than it has
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been for so large an investment. In 1994, we produced a widely recognized report on how 11
basic principles drawn from leading public and private sector organizations could be used in
the federal government's IRM programs. The Congress has already endorsed many of these
"best practices" in its 1995 reauthorization of the Paperwork Reduction Act. GAO has also
worked with the Congress in passing the Information Technology Management Reform Act of
1996 to strengthen the government's information resources management programs and
improve accountability for information technology investments and results.

GAQ Evaluatars Identify Trends With
Fiscal, Budgetary, ar Oversight Consequences
for the Government

Numerous GAO reports have alerted the Congress and other policymakers to crises in the
making--from an outdated federal food inspection system to the crumbling financial condition
of the District of Columbia, from cost overruns in major weapon systems to the deterioration
of nuclear weapon facilities. GAO will continue to play an important role in identifying
trends that could lead to major problems for the government. Four examples: The financial
services industry is growing larger and more complex, but the regulatory structure in place to
protect investors and depositors has many gaps. Health care costs continue to grow at a rate
faster than inflation, and major changes are under way in the delivery of health care
services--most notably the emergence of "managed care"--yet the implications of these
structural changes for the financially pressed Medicare and Medicaid systems are unclear.
The Department of Energy's program to store and dispose of spent radioactive fuel from
civilian nuclear power plants may be reaching the crisis stage; it will be the Congress's
challenge to decide how to deal with this growing problem. And, while the 1993 amendments
to the Social Security Act reestablished the fiscal soundness of the Social Security retirement
program, workforce and retirement trends over the coming decades will put new pressures on
the program. Projections show the program beginning to run annual deficits about the year
2013. Options for addressing this problem need to be acted upon in the near term in order to
assure a stable retirement future for millions of Americans.

INITIATIVES TO IMPROVE OUR PRODUCTIVITY

I'd like to briefly discuss some of the investments we have made over the years to improve
our productivity and better serve the needs of the Congress. Specifically, I would like to
focus on steps we have taken to streamline our headquarters and field organization; improve
our processes for conducting and reporting the results of our work; capitalize on advances in
information resources technology; and enhance our methodological and technical skills.
Changes such as these have allowed us to keep pace with the growth and complexity of
government while reducing the size of our staff.

Streamlining GAO Operations

GAO understands the financial crises our nation faces and is committed to being a model
government agency of the future--smaller and at the same time achieving greater efficiencies
through effectively using technology and modern management principles. We have worked in
close cooperation with this committee, its counterpart in the Senate, and our appropriations
committees to develop strategies for reducing the size of GAO. By the end of fiscal year 1996,
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GAO 's staff level will be at 3,500 full time equivalent positions. This level is down one-third
from 5,325 employees in 1992 and puts GAOQ at its lowest staffing level since before World
War IL

To manage this downsizing efficiently, we are maintaining a hiring freeze imposed in
February 1992. Also, we sought and obtained the authority to manage an early retirement
program as well as two separation incentive programs designed to offer incentive payments to
staff that volunteered to retire from or leave GAQ. Furthermore, we have consclidated some
of our issue areas at headquarters and have reduced the size of our field structure by
consolidating or closing eleven field offices. In fact, since the mid 1980’s we bave reduced our
field structure from 40 to 16 locations. We are also in the process of implementing a
reduction-in-force of our administrative and support staff and privatizing our supply function,
and are looking for other opportunities to use contract assistance. These actions will reduce
the agency by over 30 percent from our 1992 level.

While we continue to be committed to managing this reduction so that the quality and impact
of our work are not compromised, sigoificant reductions in GAO's workforce carry with it
some risks. If our ability to adequately audit, investigate, and evaluate federal programs is
diminished too greatly, the risk exists that we will ne longer be able to effectively do our job
as auditors and meet our obligation to alert the Congress to emerging and recurring
problems. As I testified before the Senate Committee on Governmental Affairs in last year's
oversight hearing, I am concerned that reducing GAQ below the level of 4,000 staff may lead
to the possibility that GAO, as an independent auditor, will be unable to provide the
Congress assurances that proper accountability exists over the expenditure of federal dollars
as well as adequate audit coverage of government operations.

Thus far, our downsizing efforts have resulted in some imbalances in our technical expertise,
particularly in financial accounting and information systems management, which are
essential to carrying out responsibilities levied on us by the Chief Financial Officers Act and
to support congressional efforts to reform the federal government's financial management
systems. We are also carefully assessing losses in key expertise suffered in our program
audit areas which will require attention.

Critical to our ability to accomplish this downsizing is our continuous improvement effort
that has enabled us to focus on reengineering our job management processes and use
enhanced technology to improve the way we do the work. We are tracking these efforts and
implementing ways to measure progress in terms of time and cost reductions and
productivity improvements.

Investments to Improve Qur Wark Processes

GAO knows that it must be able to produce high quality products on time, every time, and
have high quality processes in place to make that possible. To achieve this, we are
implementing a new standardized work process, which we developed, that is to be used
uniformly throughout GAQ. The process incorporates new technology and automated tools to
ensure timely responses and enhanced quality in every job.

10
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For our congressional customers, the new process means greater focus on them and a more
businesslike working relationship. The result is a prompt response, early information on the
proposed methodology, a delivery date, and a written commitment.

Within GAQ, collaboration and teamwork are the cornerstones of our process. New
approaches have been added to ensure that all staff and managers meet early and
continuously on assignments to assure agreement on a job's design and messages. The new
process also includes a streamlined product review phase that allows our management to
tailor its involvement according to the complexity or sensitivity of the jobs, thereby
maximizing the efficiency of staff time invested. Emphasis has also been placed on obtaining
agency comments on all products to ensure the completeness and objectivity of GAO's reports.
The new process will reduce the time it takes to obtain and address such views in our
products.

This new job process will benefit all of us in several ways. First and foremost, we will be
able to consistently provide a high-quality, cost-effective work product, on time. This result
is ensured because the new process places a premium on communication and collaboration
between GAOQ and our customers from the outset of a job through completion. This means
not just less time wasted in rework, but more cost efficiency and reduced staff frustration.

Second, everyone will have a consistent understanding of how our work is done. Our staff
will benefit from standardization and increased productivity across each of our divisions.

And requesters will know how the process works from the request for services through
delivery of those services. To remain responsive to new needs and suggestions, feedback
mechanisms have also been incorporated into the process. As we strive to reach higher levels
of performance, we will listen to both customer requirements and staff suggestions.

QOur new process is scheduled to be fully operational by June 1, 1996. Once implemented, we
expect this new process to enable us to achieve our goal of delivering timely, high quality
reports on time, every time, at reduced cost.

Capitalizing on Information Resources Techndlogy

As you know, advances in the information sciences, especially microcomputer technology,
have revolutionized the way modem organizations function. This is especially true for
organizations such as ours, in which information itself is both a major input and the principal
product. Successful organizations must integrate information and technology into the very
fabric of the organization itself, and we have undertaken a number of initiatives to do just
that.

We have invested substantial resources in modern technology and in training our staff to use
such technology. Computer networks linking all GAO have been installed, providing easier,
faster, and more efficient sharing of information. We are also in the process of implementing
a full-scale program for computerized data collection and analysis, which will enable our work
groups to complete their assignments more efficiently by increasing their ability to share
information, reuse data, manage assignments, reduce rework, and review products.
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Qur communications capability bas alse been enhanced by initiatives to upgrade telephone
services and to establish videoconferencing capability in our headquarters and regional
offices. The changes in our telephone services have given us communications compatibility
with the legislative branch, and significantly reduced costs. The new videoconferencing
equipment has allowed staff to become more productive by improving communications and
teamwork and decreasing travel costs.

We also have in place a financial management package that meets the accounting principles
and standards we promulgate for the rest of the federal government. The system has
suecessfully supported production of timely auditable financial statements for nearly a
decade.

Investing in the GAO Warkforce

As we strive to continually improve our responsiveness to the Congress and the efficiency
with which we carry out our work, our people are clearly our most critical resource, and our
organizational success depends on how well we manage that resource.

The broad scope of our work requires that managers and staff be familiar with a wide range
of methodologies and be able to work effectively in interdisciplinary teams. To support them,
we have made a substantial financial investment in training and education for all employees.
Since establishing our Training Institute in 1988, we have completely revamped the technical
curriculum for evaluators and have developed new curricula for attorneys and support staff.
Major effort also has been devoted to supporting specialized training in such fields as
financial management, information management, and logistics and we are taking advantage
of standard audit methodelogies to help ensure that we consistently preduce timely, high
quality results. We also require continuing professional education for all evaluater and
evaluator-related staff, including senior managers. They must complete 80 hours every 2
years in order to remain qualified to conduct audit or evaluation work. And we have
extended similar requirements to our attorneys. We believe that these training efforts have
significantly improved the ability of our staff to address complex questions posed by the
Congress as well as the efficiency with which we conduct this work.

These efforts build on the foundation for effective human resource management that we laid
down over the last decade: a pay-for-performance system designed to more effectively reward
staff for their contributions, a revised merit promotion process, a broad-banded system to
replace the rigid structure of federal GS pay schedules, and an enhanced senior executive
selection and development process to ensure that our future leaders are carefully chosen and
thoroughly prepared.

All of these efforts are designed to provide us better assurance that we can carry out work
supporting the oversight and legislative needs of the Congress more effectively.

ACTIONS TAKEN IN RESPONSE TO THE NAPA REPORT

In May 1993, the Senate Committee on Governmental Affairs asked the National Academy of
Public Administration (NAPA) to convene a panel to conduct an independent assessment of
GAO's roles, mission, and operation. NAPA recognized in its October 1994 report that GAQ
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has been a valuable part of the federal government for more than 70 years, providing audit,
research, and evaluation services to the government in general and to the Congress in
particular. In addition, NAPA recognized that our statutory foundations were sound and
recommended no legislative changes. NAPA also found no evidence of GAO deliberately
steering its research toward satisfying particular policy or partisan interests.

The NAPA report provided a number of useful suggestions on how GAO could best work with
the Congress to improve and enhance the economy and efficiency of government. GAO has
taken a number of actions to better focus its work and to optimize its usefulness to the
Congress that are consistent with these suggestions. For example, GAO has taken several
steps to increase the transparency with which it conducts its work. Specifically, GAO
formalized and distributed to the Congress its Strategic Plan. In addition, issue area
strategic plans outlining the key issues and focus of planned work are made publicly
available to the Congress and other cognizant officials. Congressional committees, Members
and staff are also provided with quarterly listings of assignments underway in GAO issue
areas to ensure that they are advised of all ongoing work.

NAPA also provided a number of useful suggestions on how we could improve our work
processes for doing our work and reporting the results. Their suggestions significantly
influenced the development of our new job management process discussed earlier in this
statement.

In addition, an external peer review program has been implemented, adding another
important dimension to GAO's program for ensuring the quality and credibility of its work.
KPMG Peat Marwick recently completed an external review of our financial audit work and
issued an unqualified report stating that the system of quality control for this work met the
objectives of applicable quality control standards established by the American Institute of
Certified Public Accountants and Government Auditing Standards.

Further, GAO has worked successfully with committee and subcommittee leadership to
reduce the number of congressional detailees and to eliminate details beyond the 1-year
statutory limitation. The number of detailees has continually decreased over the last few
fiscal years from 61 detailees at the end of fiscal 1990, to 32 detailees at the end of fiscal
1993, to 15 detailees as of March 1996. This reduction has been influenced by a January
1995 House of Representatives decision to reimburse GAO for the cost of detailees.

ASSURING INSTITUTIONAL CREDIBILITY

Most of my testimony today has focused on the results-oriented framework suggested by the
Government Performance and Results Act for judging an organization's performance and
various management initiatives to improve GAOQ's ability to serve the Congress. Before
closing, let me spend a few moments describing for you GAO's unique and historic role in our
American system of government and the important features in GAO's legislative authority
that have allowed it to evolve over 75 years into an institution that can be relied on by the
Congress as a source of nonpartisan, credible information.
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If our skills and mission responsibilities have changed over the years to meet the evolving
needs of Congress, the core of what GAO is all about remains the same today as it was in the

beginning.

Independence and credibility were the two cornerstones on which the Congress created GAO.
GAO's founding legislation, the Budget and Accounting Act of 1921, was drafted to severely
limit the extent to which GAO could be subjected to political partisan pressure. This is
apparent not only in the act's provisions regarding the Comptroller General but also in the
debate prior to the act's passage. For example, the debate repeatedly stressed that GAQ and
the Office of the Comptroller General were structured ". . .to make them absolutely
independent of the Executive in their decisions.”

Representative Good, a principal sponsor of GAO's original authorizing legislation, voiced a
similar theme during floor debate.

"In creating the general accounting office and providing for the comptroller general and
the assistant comptroller general, the committee was guided by a single thought, and
that was that these two officers should be placed upon a plane somewhat comparable to
the position occupied by Federal judges. The positions are semijudicial, and it was the
opinion of the committee that we should remove them as far as possible from political
considerations."

The authors of the act were concerned with insulating GAQ from political pressures as
evidenced by the following exchange:

“Mr. BLAND: Did not the committee contemplate that the comptroller general might not
only be brought into conflict with the executive department and with the executive
branches of the Government, but sometimes with one side or the other of the aisle in
Congress, and possibly both sides, in the impartial discharge of his duties?"

"Mr. GOOD: Absolutely. That department ought to be independent and fearless to
criticize wrong expenditures of money wherever it finds them. It ought to criticize
inefficiency in every executive department where inefficiency exists, and one of the
troubles with our present system is that the auditors dare not criticize. If they criticize,
their political heads will come off."

Later debate linked the drafters' concerns regarding political pressure to the limitations on
the circumstances under which the Comptroller General can be removed.

"Mr. SIMS: I appreciate the attempt to take this matter away from consideration as a
political matter; but does the gentleman think that the President is more likely to act
from partisan considerations than would a partisan Congress, where both Houses are of
the same political party?"

"Mr. GOOD: That is one of the reasons why we provided in the law the causes for

removal, and the only causes are inefficiency, incapacity, neglect of duty, malfeasance in
office, or some offense that involves moral turpitude."
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Representative Good summed up congressional intent with respect to GAO's independence
this way:

"It was the intention of the committee that the comptroller general should be something
more than a bookkeeper or accountant; that he should be a real critic, and at all times
should come to Congress, no matter what the political complexion of the Congress or the
Executive might be, and point out inefficiency, if he found that money was being
misapplied--which is another term for inefficiency~that he would bring such facts to the
notice of the committees having jurisdiction of appropriations.”

The end result of this concern for independence was a statute that permanently authorized
GAO, provided the Comptroller General with a 15-year nonrenewable term of office, and set
stringent requirements for his removal either by impeachiment or by joint resolution of the
Congress for specific cause. Consistent with the drafter's intentions, the tenure and related
pension provisions for the Comptroller General are similar to those for federal judges.

Once GAO was established, it was the first Comptroller General, John McCarl, who set the
pattern of independence and integrity that has marked GAO throughout its 75 years. He
clashed repeatedly with executive branch agencies. Through the 1930's and 1940's there
were several Presidential atteropts to weaken GAO, but Congress would have none of it.
Within a decade of its creation, Congress had come to rely on GAO and it was not about to
bow to Presidential pressure to abolish or significantly modify GAO's role and powers.

This credibility that was hard-won in the early days of the 1920s and 1930s continues as
GAO's bedrock value as it prepares to enter the 21st century. GAO remains teday an
organization of men and women who jealously guard a reputation that is based on objectivity,
fairness, impartiality, and independence. GAO's credibility goes hand in glove with its ability
to serve the Congress. It is precisely because GAO takes care to see that reports meet the
highest standards of credibility that they cannot easily be dismissed.

FINAL OBSERVATIONS

As the 20th century winds down, GAO has new challenges to meet. We are charged by the
expanded CFO Act with auditing, in 1997, the first consolidated financial statements of the
federal government. For GAO, this is an unprecedented undertaking. Never before has the
federal government been subject to an independent financial audit -- something routinely
demanded of every public corporation in America and which has been required for state and
local governments since the Single Audit Act of 1984. Such an audit promises to provide
Congress and the American people with the first reliable financial data on the operation of
the federal government. GAO also has a major role to play in monitoring the new
Government Performance and Results Act--a law that requires federal agencies to set
strategic plans and performance measures that will track results. Together, the CFO Act and
the Government Performance and Results Act hold the potential for vast improvement in the
management of federal agencies and programs. GAO is proud of its role in implementing
these laws.

Finslly, GAO intends to continue meeting the needs of Congress with work that is objective
and independently derived; accurate, timely and meaningful; and presented in a way that is

15



104

most useful to responsible officials. Wherever our services are required, GAO takes seriously
its mission to seek honest, efficient management and full accountability throughout
government. In areas as diverse as energy and housing, law enforcement and banking,
health care and education, information technology and financial management, international
affairs and defense, program evaluation and methodology, GAO seeks to serve the public
interest.

Mr. Chairman, my tenure as Comptroller General will end five months from today. I cannot
begin to describe to you the pride I take in my association with the men and women who
have made GAO the effective organization it is today.

For 75 years, GAO has served the legislative branch with honor and commitment. As I
prepare to retire, my overriding goal is to leave for my successors an independent, impartial,
nonpartisan GAO capable of sustaining and continuing this proud tradition for the next 75
years and beyond. I urge this committee to consider with prudence and care any proposal to
fundamentally alter the very characteristics that make GAO the credible organization it is
today. These characteristics--especially the 15-year nonrenewable term for the Comptroller
General and the agency's permanent status--have made GAO a success story among
government agencies. I believe it would be a serious mistake to tamper with that success.

The General Accounting Office is an immense resource for all who believe that an honest and
accountable government is essential to the proper functioning of our democracy. It has
served our nation with commitment and dedication, pride and honor. GAO has earned the
trust and respect of Congress and the American people.
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Mr. Chairman and Members of the Committee:

Thank you for requesting our views on the General Accounting Office-related
recommendations of the Joint Committee on the Organization of Congress as embodied in
5.1824, the Legislative Reorganization Act of 1994. Of greatest importance to GAO is the
proposed repeal of its permanent authorization, which would be replaced with reauthorization
every 8 years, beginning in 1997.

REAUTHORIZATION WOULD JEOPARDIZE GAO’S INDEPENDENCE

Repealing the General Accounting Office’s permanent authorization would be a serious
mistake. This change could subject the agency to partisan political pressure, thus
yeopardizing its independence and credibility. These are the very characteristics that have
made GAQ valuable to the Congress, and which clearly distinguish its findings and
recommendations from those of the executive branch and from those of private interests.

In fact, the agency’s independence and credibility were the primary considerations in its
creation by Congress more than 70 years ago. The Budget and Accounting Act of 1921 was
drafted to severely limit the extent to which GAO could be subjected to partisan political
pressure. This is apparent not only in the Act’s provisions regarding the Comptroller
General, but also in the debate prior to the Act’s passage. For example, the debate
repeatedly stressed that GAO and the Office of the Comptroller General were structured

*. .. to make them absolutely independent of the Executive in their decisions.™

Representative Good, a principal sponsor of GAO’s original authorizing legislation, voiced a
similar theme during floor debate.

"In creating the general accounting office and providing for the comptroller
general and the assistant comptroller general, the committee was guided by a
single thought, and that was that these two officers should be placed upon a
plane somewhat comparable to the position occupied by Federal judges. The
positions are semijudicial, and it was the opinion of the committee that we
should remove them as far as possible from political considerations.”

The authors of the Act were concerned with insulating GAO from political pressures as
evidenced by the following exchange:

"Mr. BLAND. Did not the committee contemplate that the comptroller general
might not only be brought into conflict with the executive department and with
the executive branches of the Government, but sometimes with one side or the
other of the aisle in Congress, and possibly both sides, in the impanrtial
discharge of his duties?

'H.R. Rep. No. 16, 67th Cong., Ist Sess., at 7 (1921). This quote and others contained in
this statement are excerpted from a letter dated February 16, 1994 on the reauthorization
issue prepared in response to a Senate Majority Leader request. (See attachment.)
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"Mr. GOOD. Absolutely. That department ought to be independent and
fearless to criticize wrong expenditures of money wherever it finds them. It
ought to criticize inefficiency in every executive department where inefficiency
exists, and omne of the troubles with our present system is that the auditors
dare not criticize. If they criticize, their political heads will come off.”

Later debate linked the drafters’ concerns regarding political pressure to the limitations on
the circumstances under which the Comptroller General can be removed.

"Mr. SIMS. I appreciate the attempt to take this matter away from
consideration as a political matter; but does the gentleman think that the
President is more likely to act from partisan considerations than would a
partisan Congress, where hoth Houses are of the same political party?

“Mr. GOOD. That is one of the reasons why we provided in the law the causes
for removal, and the only causes are inefficiency, incapacity, neglect of duty,
malfeasance in office, or some offense that involves moral turpitude.”

Representative Good summed up congressional intent with respect to GAO’s independence
this way:

"It was the intention of the committee that the comptroller general should be
something more than a bookkeeper or accountant; that he should be a real
critic, and at all times should come to Congress, no matter what the political
complexion of Congress or the Executive might be, and point out inefficiency,
if he found that money was being misapplied--which is another term for
inefficiency--that he would bring such facts to the notice of the committees
having jurisdiction of appropriations.”

This concern for independence resulted in a statute that permanently authorized GAO,
provided the Comptroller General with a 15-year non-renewable term of office, and set
stringent requirements for his removal either by impeachment or by joint resolution of the
Congress for specific cause.

GAO has a dual mission as both a legislative branch support agency and as the federal
government’s independent external auditor. To adequately fulfill these complementary roles
it must continue to have the independence of action to examine any program of the executive
branch, and to do so without regard to political considerations, and in a way that preserves
its credibility in our governmental system.

Both I and Elmer Staats, the Comptroller General from 1966 to 1981, fear that repealing
GAO’s permanent authorization could destroy the sound legislative foundation created for the
agency in 1921. To do so would also move in a direction opposite to that which the
government is now pursuing for private sector auditors, where the executive branch and the
Congress have been taking actions which would strengthen, not weaken, the independence
of the external auditors in corporate oversight.

If you'll allow me to reflect for a moment, when I first came before the Senate for
confirmation well over a decade ago, I spoke as an individual with substantial experience in
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the executive branch in both the Johnson and Nizon administrations, as well as in a large
public accounting firm. I had a healthy respect for both GAO’s mission and its success in
serving the Congress and the American people, and I was eager to take on the challenge of
maintaining and building upon its past success. But I did not fully realize the difficulty that
an agency like GAO has in effectively serving the information needs of an institution like the
Congress--an institution that by its very nature is divided on nearly every issue, not only by
party, but by committee jurisdiction, procedural differences, regional concerns, and economic
interests.

It is a difficult task for any organization to serve the needs of such strongly opposing factions.
Thus, it is a tribute to the foresight of the Congress that it anticipated this diffienlty and
created the GAQ with a statute which charged it with an important job, while allowing it the
ability to guard its independence and credibility. It is with this background in mind that I
conclude that periodic reauthorization for GAO is not in the best interest of the Congress.
Independence and indeed the mere perception of independence are critical to any auditor’s
credibility, and this is particularly true for GAO given its pivotal role in serving the
Congress.

To sum up then, periodic reauthorization could:

*+ expose GAO to strong partisan political pressures, and/or create the appearance that one
faction or another in the Congress could hold the agency hostage in order to discourage
it from taking, or encourage it to take, a particular position;

« give the executive branch too large a role in influencing GAO’s activities by subjecting the
GAO reauthorization bill to a potential presidential veto or to other political pressure from
the White House. A veto would mean that opponents comprising only one-third of the vote
in the Senate or the House could prevent reauthorization; and finally

+ allow a small number of Senators (or a single Senator for that matter) to threaten to delay
action on a reauthorization measure until some concession were granted by either a future
Comptroller General or the Senate leadership.

During the Joint Committee’s deliberations we were told that reauthorization would force
more systematic oversight. As a legislative agency, GAQ is already subject to extensive
oversight by the Congress through both the annual appropriations process and from its
current authorizing committees. We welcome the oversight role of these committees.
Nonetheless, as I noted in my letter to the Senate Majority Leader, I would support a
requirement for biennial oversight hearings by our oversight committees as a desirable
alternative to the repeal of GAQ’s permanent reauthorization. This could provide for more
formal scrutiny of our operations on a predictable schedule by those committees which
currently have jurisdiction. It would also avoid adding a fifth and possibly sixth committee
to GAO’s oversight process, and creating a mechanism that could threater GAO's legislative
mandate. Biennial oversight by the Governmental Affairs Committee would also be
consistent with the desire of the Joint Committee to require each committee of the Congress
to more systematically carry out oversight for those agencies under its jurisdiction.

1 strongly urge you to delete the provision for periodic reauthorization, and I would be happy
to discuss this issue personally with any member of the Committee.
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OTHER ISSUES

Section 332(d) would require GAO and the other "instrumentalities” of the Congress to
provide, at the end of each calendar year, a report detailing the cost of the support provided
to each Committee of the Senate and each Senator. As you know, the House members of the
Joint Committee explored a similar proposal and rejected it based upon the concerns raised
by a number of committee chairs.

With some minor caveats, GAO presently has a time charge system which would allow us to
report such costs. The first caveat is that small efforts of a few hours or a few days are not
charged in a way that would allow us to identify the committees or Senator who asked for
the work. However, the bulk of our resources go to larger identifiable tasks which are
charged to specific job codes and which in turn are linked to specific requests.

The other caveat is that when two or more members or committees request our assistance
on a single task, it would be impossible to logically break out the amount of effort allocable
to each of the individual requestors.

Although the Senate bill neither describes a specific system nor mandates the use of vouchers
by committees requesting assistance from the support agencies, Section 332(e) does say that
the feasibility of instituting such a system should be explored.

A voucher system would create many complex problems for the congressional leadership in
both political parties. For example, who would decide on the method for allocating vouchers
to committees? To what would the bearer of a voucher be entitled? Would each voucher have
dollars associated with it or simply the right to make a request?

One would have to assume that prior to the beginning of a new fiscal year and once the GAQ
appropriation was approved, some mechanism would be used to allocate vouchers to each
congressional committee. Questions would then arise such as: Do all committees in both the
House and Senate receive the same number of vouchers or are they allocated based upon
historical usage? Do the Senate and the House split the portion of GAO resources available
for request work? How would vouchers be allocated within committees to chairs and ranking
minority members? Would each subcommittee get the same number of vouchers from the full
committee?

Given the fact that power and decision making in Congress are diffused among the leadership
and the committees and subcommittees, it is unclear how a voucher program would work.
A voucher system would, therefore, most probably be administratively difficult, if not
impossible, to operate.

Finally, a voucher process could, if crafted incorrectly, jeopardize the independence that is
vital to GAO’s mission as an independent auditor. This could happen if the process in any
way limited a future Comptroller General’s ability to undertake work on his or her own
initiative. Thus, if the decision were made to adopt such a voucher system, some mechanism
would be needed to preserve this particularly vital aspect of GAQ’s independence. Doing
otherwise would be tantamount to "muzzling the auditor,” which has had disastrous
consequences in both the private and public sectors. -
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The last issue I'd like to address is committee oversight of federal programs and agencies.
Section 381 charges each standing committee of the House of Representatives and the Senate
to prepare a long-term oversight agenda for laws, programs, or agencies under its jurisdiction,
and, to the extent practicable, to do this in coordination with other committees having similar
jurisdictions.

Much of GAO’s value to the Congress is its assistance to Congress in oversight of the
executive branch. We believe that GAO could be more useful to the Congress in exercising
its oversight responsibility if the committees of jurisdiction were encouraged to hold
comprehensive oversight hearings on all major agencies annually or, as provided for in this
bill, once during each Congress.

Such hearings could utilize agency Chief Financial Officers’ annual reports, audited financial
statements, and their annual reports on the adequacy of internal controls, as well as
evaluation and investigative work performed by GAO, the other congressional support
agencies, and the Inspectors General. Federal agencies could also report on their progress
against specific goals and provide information on the kind of performance measures
envisioned in the Government Performance and Results Act.

Mr. Chairman that concludes my prepared statement. I'd like to thank you for asking for
our views on this important legislation. My colleagues and I would be happy to answer
any questions you or other members of the committee may have at this time.
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Comptroller General
of the United States

Washington, D.C. 20548

February 16, 1994

The Honorable George J. Mitchell
Majority Leader
United States Senate

Dear Senator Mitchell:

Thank you for requesting our views on a recommendation of
the Joint Committee on the Organization of Congress to
repeal the permanent authorization for GAC and mandate
reauthorization every 8 years.

I believe periodic reauthorization would be a serious
mistake. Independence and the perception of independence
are critical to any auditor’s credibility. Periodic
reauthorization would make GAO subject to partisan political
pressures and compromise our credibility. Our legislative
history clearly shows that protecting the agency’s
independence and assuring its credibility were critical
considerations when the agency was created. GAO was
permanently authorized and the Comptroller General was given
a nonrenewable 15~year term to help assure these objectives.

Reauthorization would impair GAO’s independence by giving
the executive branch too large a role in GAO’s activities,
subjecting any GAO reauthorization bill to a presidential
veto. A veto, in turn, would mean that opponents comprising
only one-third of the vote in the Senate or House could
prevent reauthorization.

As a legislative agency, GAO is already subject to review by
the Congress through both the appropriations process and our
oversight committees. I welcome the oversight role of these
committees, and would strongly support a requirement for
biennial oversight hearings.

I hope you will oppose periodic reauthorization, and I would
be happy to discuss this matter with you personally. In the
meantime, I have enclosed a staff paper discussing the issue
in greater detail.

Sincerely,

(oo . Bl

Charles A. Bowsher
Comptroller General
of the United States

Enclosure
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ASSURING GAO'S INDEPENDENCE AND CREDIBILITY

GAO is a legislative branch agency and the federal
government's independent auditor whose operations and ways
of accomplishing its basic mission are subject to
congressional review and oversight in numerous ways. Recent
proposals to subject the agency to more direct and immediate
control, including periodic reauthorization discussed in
this paper, risk significant damage to the value of GAO in
assisting the Congress in its oversight of governmental
operations.

Independence was the primary consideration when GAO was
created by the Congress.

An essential purpose underlying GAO's creation by the Budget
and Accounting Act of 1921 was to limit the extent to which
the agency would be subject to partisan political pressure
from either the executive branch or the Congress. Both the
Act's provisions and its legislative history reflect this
core purpose.

The legislative history of the 1921 Act repeatedly
emphasized that the GAO and the Office of the Comptroller
General were structured in order "to make them absolutely
independent of the Executive in their decisions."™ H.R. Rep.
No. 16, 67th Cong., lst Sess., at 7 (1921). Representative
Good, a principal sponsor of the legislation, reiterated
this theme during floor debate:

"In creating the general accounting office and
providing for the comptroller general and the
assistant comptroller general, the committee was
guided by a single thought, and that was that
these two officers should be placed upon a plane
somewhat comparable to the position occupied by
Federal judges. The positions are semijudicial,
and it was the opinion of the committee that we
should remove them as far as possible from
political considerations.” 59 Cong. Rec. 8610
(1920).

As the following colloquies illustrate, the authors of the
Act were also concerned with insulating GAO from political
pressures emanating from Congress:

"Mr. BLAND. Did not the committee contemplate
that the comptroller general might not only be
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brought into conflict with the executive
department and with the executive branches of the
Government, but sometimes with one side or the
other of the aisle in Congress, and possibly both
sides, in the impartial discharge of his duties?

"Mr. GOOD. Absolutely. That department ought to
be independent and fearless to criticize wrong
expenditures of money wherever it finds them. It
ought to criticize inefficiency in every executive
department where inefficiency exists, and one of
the troubles with our present system is that the
auditors dare not criticize. If they criticize,
their political heads will come off." 58 Cong.
Rec. 7252 (1919).

"Mr. SIMS. 1 appreciate the attempt to take this
matter away from consideration as a political
matter; but does the gentleman think that the
President is more likely to act from partisan
considerations than would a partisan Congress,
where both Houses are of the same political party?

"Mr. GOOD. That is one of the reasons why we
provided in the law the causes for removal, and
the only causes are inefficiency, incapacity,
neglect of duty, malfeasance in office, or some
offense that involves moral turpitude." 59 Cong.
Rec. 8612 (1920).

Representative Good later summarized the congressional
intent with respect to the independence of the Comptroller
General as follows:

"It was the intention of the committee that the
comptroller general should be something more than
a bookkeeper or accountant; that he should be a
real critic, and at all times should come to
Congress, no matter what the political complexion
of Congress or the Executive might be, and point
out inefficiency, if he found that money was being
misapplied--which is another term for
inefficiency--that he would bring such facts to
the notice of the committees having jurisdiction
of appropriations." 61 Cong. Rec. 1090 (1921).

These congressional concerns are reflected in key provisions
of the 1921 Act. It establishes GAO as "an instrumentality
of the United States Government independent of the executive
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departments." 31 U.S.C. § 702(a). It provides for the
appocintment of the Comptroller General by the President,
with the advice and consent of the Senate. 1Id., § 703(a).

The Comptroller General serves a 15-year term of office, and
cannot be reappointed. 31 U.S.C. § 703(b). The only means
provided for removal of the Comptroller General are by
impeachment or by joint resolution of Congress, after notice
and opportunity for a hearing, on the grounds of permanent
disability, inefficiency, neglect of duty, malfeasance or
conduct involving moral turpitude. Id., § 703(e). The
provisions governing the Comptroller General's annuity are
similar to those applicable to federal judges. 1Id., § 772.

Independence from partisan political influence remains vital
to GAO's credibility and continued effectiveness.

GAO's independence from partisan political influence has
served the agency, the Congress and the public well. 1In
fact, during the years since 1921 the Congress has enhanced
GAO's role in auditing, investigating and evaluating
government programs, making even more important the need for
GAO to be, in the words of Representative Good, a "real
critic no matter what the political complexion of Congress
or the Executive might be."

In its early days, GAO's work consisted largely of reviewing
the legality of federal expenditures through the audit of
individual vouchers. In this context, the agency's
independence served to assure that the executive branch
expended appropriations as the Congress intended. The
importance of this independence is perhaps typified by the
statement attributed to President Cleveland about his
Comptroller of the Treasury: "[I]f I cannot change the
opinion of my comptroller, I can change my comptroller."

61 Cong. Rec. 982 (1921).

The modern GAO serves the Congress through audits,
investigations and program evaluations with far greater
immediate relevance to the legislative and congressional
oversight process than was the case in 1921.! GAO has no

attached is a copy of an address by former Assistant

Comptroller General Harry S. Havens examining in detail the

changes in GAO's organization and work over the last

30 years, and discussing, among other topics, GAO's
(continued...)
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direct power over government programs and activities. The
value of its work to the Congress is entirely dependent upon
the credibility of GAO's reports and testimony. That
credibility is, in turn, dependent upon the agency's
reputation for independence, objectivity and accuracy. 1In
recognition of this, the Congress has continued to reaffirm
the importance of GAO's independence. For example, in 1980
the Congress separated GAO's personnel system from executive
branch authorities, thereby eliminating the possibility that
GAO's independence could be compromised through control of
its personnel system when GAO reviews the activities of
executive branch authorities.

Independence of the auditing function has also been embraced
by state and local governments and the private sector. For
the former, states assure independence by statutory
provision; for the private sector, the Securities and
Exchange Commission has issued regulations to achieve the
same result.

If GAO's independence--or even the perception of its
independence--is seriously compromised, so too would its
value to the Congress and the public. Indeed, even GAO's
critics do not dispute the importance of the agency
remaining free from partisan political influence.

Periodic reauthorization would impair GAO's independence and
could disrupt its operations by giving the executive branch
and partisan political interests substantial influence over
future GAO activities.

Reauthorization would do much to impair GAO's independence
by creating a major role for the executive branch in GAO's
continued activities. The President would have the power to
veto reauthorization legislation and thereby seek political
compromises or even the elimination of GAO. A veto would
mean that opponents with a narrow political interest could
prevent reauthorization with only one-third of the vote in
the Senate or House of Representatives. Consequently, any
number of political factions or interests could exercise
leverage and exact concessions through the reauthorization

(...continued)

institutional credibility. The Evolution of the General
Accounting Office: From Voucher Audits to- Program
Evaluations (GAO/OP-2-HP, Jan. 1990).
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process. Further, delays in the reauthorization process,
brought on by political impasses, could cause temporary
lapses in GAO's authorities and attendant disruption to its
operations.

Reauthorization is inconsistent with the permanent nature of
GAO's function.

Statutory "sunset" and similar provisions requiring periodic
reauthorization are not unusual for specific programs and
activities, or for agencies created to carry out a mission
that is expected to be temporary or evolve over time. The
basic concept of such provisions is to force reexamination
of whether the program, activity or agency has completed its
mission or accomplished its objectives and, therefore,
should terminate, or whether statutory modifications are
required in order to achieve success. Because of the
permanency of their roles and programs, agencies such as the
Departments of Treasury and Justice as well as their central
functions of tax collection and law enforcement are not
subject to periodic reauthorization. Similarly, it is
difficult to see how the concept applies to a permanent
agency of the government whose basic mission--assisting
congressional oversight through auditing of the operations
of government--has continued for over 70 years. Periodic
"reauthorization" of such a permanent agency seems
incongruous, if not wholly unprecedented.

Clearly, the authors of the Budget and Accounting Act of
1921 envisioned the permanency of GAO and its activities.
Congress has on many occasions since creation of the agency
added particular audits, investigations, and evaluations to
GAO's responsibilities, and those additional functions have
been directly related to the agency's original purpose.
Indeed, just as none of GAO's critics has questioned the
importance of its independence, none has challenged the need
for the continued existence of the agency or its mission.

Periodic reauthorization is unnecessary as a means to
provide oversight of GAO and to effect changes in its
operations.

GAO is a legislative branch agency currently subject to
oversight by the Congress in many ways. In fact, most of
its activities are performed at the request of committees
and Members of Congress who provide constant feedback on the
value and effectiveness of GAO's work. Under current law,
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GAO submits annual reports to the Congress and to designated
committees covering a wide range of subjects. Of course,
GAO's operations also are intensely scrutinized every year
through the appropriations process in the Senate and House
of Representatives.

GAO is subject to oversight by its authorizing committees in
the Senate and House, which have periodically conducted
broad oversight hearings of agency operations. . The Senate
Committee on Governmental Affairs has commissioned a study
of GAQ by the National Academy of Public Administration that
is now ongoing, and the House Committee on Government
Operations recently conducted two days of oversight hearings
on GAO. In testimony presented during the latter hearings,
the Comptroller General discussed a number of recent changes
made in GAO policies and practices to reinforce and
demonstrate the agency's strong commitment to objectivity
and nonpartisan assistance to the Congress. These changes,
many of which responded to concerns raised by minority
Members, provide tangible evidence of GAO's continual
efforts to improve its responsiveness to the Congress and,
thereby, to maximize the value of its work to the Congress
and the public.

Finally, over the course of GAO's existence, the Congress
has enacted numerous statutes effecting changes in the
nature and scope of the agency's audits and evaluations as
well as the processes by which GAO does its work. Just a
few examples are: the Accounting and Auditing Act of 1950,
the Legislative Reorganization Act of 1970, the
Congressional Budget and Impoundment Control Act of 1974,
and the General Accounting Office Act of 1980. Through
these and many other enactments, the Congress addressed how
GAO accomplishes its basic mission. It is hard to imagine
how a mandate for periodic reauthorization could produce
more active and effective oversight of the agency.
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Mr. HogN. Thank you very much, General. 'm going to yield the
first part of the period to the ranking minority member, Mrs.
Maloney of New York.

Mrs. MALONEY. You testified that GAO had saved $19 billion, is
that correct?

Mr. BowsHER. Well, the financial benefits are $19 billion in 1994
and $15 billion in 1995. And that is done on—see, we don’t make
a final decision on policy. Only Congress can do that and the execu-
tive branch. But our reports do have recommendations. And what
we try to do is associate with what our reports and our rec-
ommendations have been used by the executive branch and that in
cutting programs or reducing programs or things like that.

Mrs. MALONEY. That is truly remarkable to be able to have that
type of productivity. Given the recent reductions, can GAO main-
tain this current level of productivity given the cut-backs in your
staff and the other reduction and appropriations?

Mr. BowsHER. Yes, I’'m not sure we can, but we'’re certainly going
to try.

Mrs. MALONEY. We have before us some legislation. One would
affect the cyclical authorization changing the permanent authoriza-
tion to a cyclical one. What are your feelings about this legislation
and how do you think that would affect the independence of the
agency?

Mr. BowsHER. I think it’s very dangerous legislation. I testified
before the Senate on a similar bill back in 1994. And, Mr. Chair-
man, if you would please, I would like to include the testimony in
the record here. But I think that two or three things that really
worried me the most was that without a permanent reauthoriza-
tion, you would then be sending a bill over to the executive branch
where a President of the executive branch could veto it.

Also, in the Senate, you have the rules where a single Senator
could hold up this kind of reauthorization. So great pressure could
be brought upon my successor here as the Comptroller General and
the GAO if they didn’t like a particular report or a particular issue
here that we were involved in. And so I think the Senate looked
at this issue 2 years ago and decided not to pursue it once it had
a full hearing. And I think, again, I would recommend very strong-
ly against this reauthorization feature. I think a permanent au-
th%rization, which was put in there in 1921 is exactly the right way
to do it.

Mrs. MALONEY. Particularly for independence.

Mr. BOWSHER. And especially for the issue of independence, ex-
actly right.

Mrs. MALONEY. Now that you're about to retire, could you give
us your personal views on how reducing the Comptroller General’s
term to 10 years would affect the independence again of GAO?

Mr. BOwSHER. Yes. I think it’s very interesting when you go back
there and read that legislative history leading up to 1921, how im-
portant the issue of independence was in the debate and who this
Congressman Good from Iowa came up with the 15-year term as
a way of achieving it. And I think there is very few congressional
acts that are 75 years old, that if you look at the history of how
well it’s worked, this has really worked quite well because only five
of us, if you take Mr. Brown out of the picture who, unfortunately,



119

when he was a Comptroller General, had a stroke 6 months after
he was in office. So he was hardly in office.

But there’s three of us that have served 15 years each. There is
one that served 13% years and one that served 10%2. So that’s the
tenure of the five Comptroller Generals in the 75 years. And as I
think some of the witnesses in the previous panel pointed out,
they've all served with great integrity. There’s been no scandals.
And they've all guarded this independence very jealously to try to
maintain the ability of the agency to do the job, to do these audits.

And one thing that I pointed out in this testimony 2 years ago
was working for the Congress is not easy. You have 500 different
Members of the Senate and the House, Republicans, Democrats,
conservatives, liberals, people with all kinds of pressures on them.
So, to do a thousand audits a year, to testify 250 times, you have
to have as much independence——and that’s exactly what Congress-
men said there in 1921, is you can wrap around this individual and
this function.

And I just think if you reduce it from the 15 years to 10 and re-
duce the pension, why, I would worry that you might find people
that wouldn’t even come and stay 10 years. That would be my big-
gest worry. In other words, I think the pension feature is the thing
that, if any of us want to come in and do this job, once you get
going, it kind of makes you make a decision whether to stay or not
to stay early in the 15-year period.

So I think the combination has worked so well that to change it,
I think, would be a great risk both at the progress that GAO has
done over the 75 years as far as becoming a better agency every
15 years, but also in the independence issue.

Mrs. MALONEY. You are, along with the three panelists, the ex-
perts who testified earlier, they are adamantly opposed to these
two provisions, is there anything in the legislation that you sup-
port?

Mr. BowsHER. I don’t think legislation is needed. I think Scott
Fosler, I thought, described it very well. Their panel looked at all
of these various issues. They came up with the idea that some of
the areas needed improvement, like in the cost accounting area, in
the better communications and everything like that. And I think
we've done much of that now, but we can certainly continue to
work on those issues. So I really would recommend that no legisla-
tion is needed at this time. I think the GAO can work very well.

If anything, I would recommend is if we could get a little better
floor, you might say, on the budget. In other words, I think my big-
gest concern is that if we keep going down in size, then the ability
to do audits and cover this large of the Government is what my
biggest worry is about.

Mrs. MALONEY. What is your budget roughly now a year?

Mr. BowsHER. Three hundred and seventy billion dollars—mil-
lion, sorry. I served 4 years at the Pentagon. Sometimes I get bil-
lions and millions confused.

Mr. HORN. Maybe you could tell us where the missing $25 billion
is over there.

Mr. BOWSHER. Yes, right.

Mrs. MALONEY. Well, congratulations on saving the taxpayers
$34 billion in 1994 and 1995. I think that’s terrific. Congratula-
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tions on the independence of your agency. I personally hope that
the legislation does not pass and that the independence and the
permanent authorization continues. I have no further questions.

Mr. HORN. Thank you very much for those questions. They've
been very helpful. I'm going to go through a series of questions
here, some a little technical, some get down to philosophy. But let’s
start with one long-winded question.

Sometimes congressional committees make requests of the Gen-
eral Accounting Office to do various studies and then find when the
report is issued that it's incomplete. And by incomplete, I mean
that the premises used in the study did not take into account all
of the relevant information or that the methodology used in the
study seems flawed; as, for example, when the General Accounting
Office staff do not adequately check the accuracy of certain infor-
mation, but rather accept at face value what is told to them.

Now, the staff has told me of a couple of examples, which I'm
going to share with you. One was where the General Accounting
Office was asked to look at the management function of the Office
of Management and Budget, and made no effort to test whether
OMB was adequately fulfilling its statutory responsibilities. For ex-
ample, sending financial reports to Congress with management
summaries developed by the OMB staff, required under the Chief
Financial Officers Act.

Another was in a study of the National Performance Review,
NPR. Those recommendations in which no attempt was made to
note that many recommendations were based on initiatives that
predated the NPR or were started because of the Government Per-
formance and Results Act. They just took for granted that if NPR
claimed something, it was OK with them.

How would you respond to the criticisms that some reports GAO
produces are not complete in that sense?

Mr. BowsHER. Well, let me point out that every year, we issue
over a thousand reports. And I get these kinds of complaints, prob-
ably less than a dozen reports a year. Now, what I do on each of
those is I generally have an independent team take a look at the
report and review it. And if we think there are any problems, then
we generally do the additional work that we think needs to be
done; and probably issue a second report.

But, on balance, lots of times, we don’t find problems with the
report even after we have the second one. But we’re always willing
to look. In other words, if anybody has any concern about any re-
port, we will take a second look at that report.

Mr. HORN. You heard me ask the next question of the panel. One
of the recommendations that the National Academy of Public Ad-
ministration made in its October 1994 report on the General Ac-
counting Office was that GAO should consistently seek written
comments from subject agencies on all reports that audit or evalu-
ate executive activities and include the response they've received.

Has GAO implemented this recommendation?

Mr. BowsHER. We have. In fact, if you look at this brochure,
you'll see that agency comments now is one of the major steps
along the way. It was years back. And then we got into a situation
where some of the chairmen of the committees were asking us not
to get agency comments, and we, as an agency at some point along
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the way, started to agree that they could have the determination.
But after the NAPA report, we have gone back to getting agency
comments.

Now, occasionally, we can’t get written comments for some rea-
son or other. But we always get at least oral comments and we al-
ways state in the report what—if we get the written comments, we
put them right in the report and we summarize them up front. But
if we get only oral comments, we also state those and check them
out with the agency.

Mr. HORN. Sometimes when Members of Congress or congres-
sional staff request work of GAO, GAO then talks to more than one
committee, gets more than one request for the same work. Some-
times the requests are conflicting. What is GAQO’s policy in such sit-
uations?

Mr. BowsHER. Those are situations which we try to negotiate an
agreed upon study. In other words, it is true that lots of times we—
not lots of times, but numerous times every year, you get a topic
that more than one committee or more than one member is inter-
ested in it. And everything like that. And we try to pull those to-
gether and try to get some consensus in that.

Most of the time we're successful. Occasionally we're not. And
then we do separate reports.

Mr. HorN. Do you inform the member who originally suggested
it and the staff what you're doing in relation to others?

Mr. BowsHER. Yes. Yes. I mean, we've dropped the ball a couple
of times, I can assure you of that. But the intent is to do just that.

Mr. HorN. Do you try to get them in the same room and sit down
and agree upon what you're doing?

Mr. BowsHER. No, that generally doesn't work. We generally
have to deal with it. Sometimes we get them in the same room, but
I have to admit that a lot of times theyre not anxious to get into
the same room. Sometimes they are and sometimes they’re not.

Mr. HorN. Is this a jurisdictional matter between committees?

Mr. BOWSHER. Sometimes.

Mr. HogN. Or is just a matter of ego of who was first suggesting
the study?

Mr. BOWSHER. It can be either of those.

Mr. HoRN. Do you think we have egos here in Congress?

Mr. BOWSHER. Yes. Yes. Based on 15 years experience.

Mr. HorN. It’s amazing what the oath will do, isn’t it? Please ex-
plain what you understand by self-directed. What is the difference
between a self-directed and a legislatively mandated study?

Mr. BowsHER. A legislative mandated study is a study that has
been mandated by a piece of legislation. A congressional request is
where we get the request from the committee chairman or the
ranking minority. And the third thing is what we call our basic leg-
islative or self initiated work. And that’s where we self initiate a
job based on what we think is an important area to be looked at.

Mr. HorN. What's the general split between legislatively man-
dated, legislatively—by law, let’s say—legislatively requested and
self-directed and self-initiated by GAO? How roughly does that go?

Mr. BowsHER. I would say in the last 10 years, the congressional
requests have ranged from a low of 63 percent to a high of 75 per-
cent. And on the mandates, it runs right around 10 percent, some-
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times 8 or 9 percent. And then on our self-initiated, it’s run any-
where from 18 to 27 percent.

Mr. HORN. Do those congressional demands prevent you from
going7 key things you, as Comptroller General, think ought to be

one?

Mr. BOWSHER. Every year, I ask the issue area directors, is there
any work that you are not doing that you think should be done be-
cause you have so many congressional requests? And I always
make the decision to work in, if we have to, something that’s im-
portant that, for some reason, Congress doesn’t want it. So we try
very hard not to let the congressional work squeeze out the impor-
tant self-initiated work which I think is very important that we
maintain that.

There are some people every once in a while who say you should
only do congressional request work. But that would be a mistake,
because sometimes there is just some work that the Congress is not
anxious to do or have us do and we as auditors should do. And I
think the mix where we have been in the last 10 years has been
a fairly workable mix.

Mr. HorN. Have you looked at studies you've done 5, 10 years
ago and sort of revisited them at all?

Mr. BOWSHER. Yes.

Mr. HORN. What is an example of some of those studies?

Mr. BowsHER. Like, take your agriculture commodities. We do
those every 5 years. We kind of time those to the farm bill. Like
this year, there was a farm bill. So we generally try to do the stud-
ies. So we'll look back at that.

Certainly like on inventories in the Defense Department, that’s
an area that we go back every so often and take a look to see
whether they’re building up. Do they have a lot of obsolete inven-
tory? Do they have a selling off of a lot of items as surplus?

We certainly have looked at some of the areas in health care that
we did some years back.

So, yes, I would say there is a certain percentage of our work
that reoccurs and we always check back to see what we found in
the previous work, what recommendations do we make and were
they followed up.

Mr. HorN. This next question was asked of the panel, also, but
I'd like to ask it of you. What should Congress consider doing as
regards to the Federal Accounting Standards Advisory Board’s role,
placement, structure or financing; or are any changes needed?

Mr. BowsHER. Well, I think it’s worked very well. I must say,
even better than I had hoped. Because when I worked out that
memorandum of understanding with the Secretary of Treasury and
the OMB, it was really kind of after a period of not having very
good cooperation among the three agencies. And if you think of the
Budget and Accounting Act of 1950, where the accounting really
moved from the General Accounting Office to the executive branch,
one of the ideas was that the three agencies would work in coopera-
tion under what was known as the Joint Financial Management
Improvement Program to really modernize the accounting and fi-
nancial reporting systems of the Federal Government.

It really didn’t happen for 40 years. So we got the CFO Act
passed there in 1990. And I worked that out with Mr. Darman and



123

Secretary Brady at the time. And then when this administration
came in, I must say that I've been very pleased in working with
OMB and Treasury on the standards.

So I think the current system has worked very well. I think we
ought to give some thought here about strengthening the arrange-
ment.

But I would say we were lucky and maybe somewhat skillful in
selecting the right people for the Board members. And it’s been a
big success compared to other accounting standards, bodies. I think
this one has done a really outstanding job, just like the previous
panel members seem to agree upon.

So right now, what I'd like to do, if I could, is come back to the
committee with some ideas on that because I'd like to check with
the Secretary of Treasury and the new Director of OMB. In fact,
I've never really had a long conversation with Secretary Rubin
since he’s been Secretary of Treasury on this subject, because it’s
been working and he’s just accepted it and things like that. So I
really probably need to do that in the next month or two.

Mr. HORN. Good. We'll reserve a place in the record for how that
dialog results. Some worry that maybe some GAO personnel over
time will establish very close working relationships with Members
of Congress. And they might have a pet project they want to do.
And they sort of job shop that idea to a Member of Congress. Has
that been much of a problem?

Mr. BOWSHER. It’s a problem. It has been. I think it’s true in all
internal audit organizations in the corporate world and in Govern-
ments. '

One of the reasons we have this strong effort on our planning
processes is to make sure that’s not happening to the best of our
ability; to make sure that the work we are doing is important and
that we just dont get into what you might call as a cozy arrange-
ment or something like that. I don’t deny that it has happened, but
we work hard to try to make sure that the work is meaningful
work, important work, not just goirg out and redoing the audits of
the same thing because somebody was personally interested in it.
And I think these charts indicate that we’ve been quite successful.

Also, we have a very elaborate review process. When I came into
office, I instituted a weekend review by our senior executives of all
new job starts. In other words, every weekend all of us take home
the job starts package and look it over. So it isn’t that just some-
body down in the organization can get that approved without over-
sight.

They have to get their issue area director to approve it, the divi-
sion and then the senior leadership. And we do that every week.

Mr. HorN. You heard the comments that apparently this legisla-
tion says, well, we ought to know how much does a particular
study cost. Do the GAO staff report the time they spend on projects
or keep logs related at the time?

Mr. BowsHER. We do, but really are in the process of trying to
improve the cost reporting system. We’ve had an old one for some
years. And it really needs to be improved. And we're in the process
of doing that, so that we can have better cost accounting than what
we've had.
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Mr. HORN. The reason I want to get into a little specifics on this
is that when I was a senior fellow at the Brookings Institution
about 30 years ago, I remember I kept very detailed records of how
much time I had spent on the two projects I was working on. And
in a flurry, the director of the division secretary came down to see
me after I had put 3.5 hours that day for that, 2.5 hours for that.
And she said, we don’t do that here. Just put in 8 hours. So you
never know.

How does GAO determine and keep track of some of these staff
houxf;s and do they relate a cost to it based on level in the organiza-
tion?

Mr. BOWSHER. Yes.

}IIVIr. HORN. Is there a flat number that includes overhead or
what?

Mr. BowsHER. No. We've gone to a banded system at GAO. We
have band one, band two, band three. And then the senior execu-
tive service. And what we are doing is costing out by those bands.
And then, of course, we add the overhead factor on.

Mr. HORN. What is the overhead, what percent?

Mr. HINCHMAN. We can provide that for the record.

[The information referred to follows:]
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Insert for the Record

Information aon GAQ’s overhead rate?

GAO maintains resource utilization figures, which account for all staff, that compare
direct time charges on work essential to conducting audits, evaluations, and
investigations to indirect time charges. For fiscal year 1995 and 1996 to date, GAO
charged 72 percent of its time to direct time and 28 percent to indirect time. Included in
the indirect time charges is GAQ's training investment (5 percent) that every professional,
knowledge based organization must make. Also, included in this category are all of GAO's
senior executive time charges, most of which relate directly to mission support and time
charged by administrative staff directly supporting the evaluators working on GAO
assignments.

We are in the process of developing an improved means of collecting information on
individual time charges to assignments. For example, we are developing the means to
collect time charged to assignments based on the band or grade level of the staff assigned
rather than our current practice of using the same staff day cost for any individual on a
job. We also plan to institute a practice where our senior executive ranks will use more
specific direct and indirect time charges covering their varied management and oversight
responsibilities. In this way, we hope to improve the recording of assignment costs and
position the organization to more accurately reflect the cost of individual GAO
assignments.

Finally, due to budget constraints, GAO plans to reduce its staffing level to 3,500 by fiscal
year 1997. As part of its plans, actions are underway to significantly reduce GAO's
overhead resources and expenditures. Once completed, GAO expects that 3,000 of its staff
will be assigned to headquarters and field mission organizations. The remaining 500 staff
or about 14 percent will be assigned to support and staff offices responsible for managing
GAO's information technology, training, building security, budget, financial management,
personnel, public affairs, and other human resource management needs.
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Mr. HORN. Provide it for the record. Some universities, as you
know—and I don’t agree with them—have 100 percent overheads
and some have 60. State universities usually have about 40. So I'm
just curious what yours is.

Layers of review have worried some people. How many things
you’ve got to sort of jump the hurdles down there. How many lay-
ers do you see between you and the person that actually prepared
the report?

Mr. BOwsHER. Our typical team is made up of a staff person or
two or three or whatever it takes. And EIC. That’s a person in
charge of that engagement. And then we have our band three’s
that review it. Those are the assistant directors.

But lots of times, the assistant director is very heavily involved
in doing the work. One of the things we've done is we've flattened
our organization here a great deal.

And then they have to bring it up through the issue area direc-
tor. And then on many of the reports, they come up to our senior
level here and take a look.

So we have about three basic, four basic levels of review. Except
if you get a very sensitive report. Like 2 years ago we issued a re-
port on derivatives, which, being from California, I know about de-
rivatives in Orange County and that. It's a tough area to under-
stand. It's a tough area, especially in those days, to meet with all
of the bankers and the brokerage firms that were selling those doc-
uments, even to understand them because they were creating new
ones every week. So that job took us 2 years. And I can guarantee
you I must have had 20 people reviewing that report, including
some people outside the organization.

So when we hit something that is very sensitive, very tough to
understand, we have additional review. But 1 think any manage-
ment consulting or big six accounting firm or law firm would oper-
ate in the same way. We certainly did at Arthur Anderson when
I was there.

Mr. HORN. Well, is there a way to get really only one or two lev-
els between the person that researches it and the sign off?

Mr. BowsHER. That’'s what we’re working on with this process.
We'’re trying to get this process down, get more investment at the
beginning of our senior leadership. And then to have fewer people
having to review it, but also have it in better shape at the end. In
other words, one of the things you have to do when you try to im-
prove a process in this type of a business is what you’re trying to
do is build the quality into the work as it’s being done, into the
first draft as it's being done, so that you don’t have to do a lot of
rework at the end. And this is my last big effort to standardize the
processes at GAQO.

Mr. HORN. As you know, in essence, the GAO is much like Brook-
ings or like a good publisher in New York. You have an author and
you have an editor. And there is that relationship. I have found
editors are immensely helpful, because the author usually cannot
see those relationships. A good editor can. And I would think part
of )}flour review process is to ask, logically, “Does this case hold to-
gether?”

Mr. BOWSHER. Absolutely.



127

Mr. HORN. And then the question would come, “Is somebody try-
ing to worry about some gavel banging chairman that this is going
to and will this rub his feelings the wrong way? Or are you trying
to feed those chairs, be they Republican or Democrats, what you
think they want to hear?” Because I don’t think you should feed
them a damn thing, except the truth.

Mr. BOWSHER. I agree with that 100 percent. And I think that
you have to have a very thorough review process by people that
have not been involved in doing the work. I have often used as an
illustration to the GAO people: When Teddy White was sent back
to China to review and interview all of the leaders of the Chinese
Revolution that he knew as a young man, when he came back, they
had all kinds of editors. It told how they reviewed his work at the
beginning of Time magazine.

But even though he was by far the most knowledgeable person
on that subject, they didn’t want his memory to be clouded maybe.
And they wanted the facts.

You want to make sure that you’ve got the evidence to support
what youre saying. You want to make sure that you've got evi-
dence to support any recommendations or any conclusions you’ve
got in that report. And you don’t want somebody to drive through
your system a personal view on something unless it can be checked
out by other people to make sure it’s absolutely right.

So reviewing these reports, which are on some of the biggest is-
sues facing our country, it has to be very, very thorough.

Mr. HORN. Have you ever felt a couple of months after you've
sigr}lled off on a report that, I should have done something different
with it?

Mr. BowsHER. I always get worried when something happens.
You say, well, Jesus, did we consider that? Sure, sure. Now, it
doesn’t happen too often.

Mr. HOrRN. Well, in 15 years, how many times has your con-
science bothered you?

Mr. BowsHER. In 15 years, I can assure you, yes.

Mr. HorN. I know it’s two times.

Mr. BowsHER. No, no, it happens. And we worry about it. Jim
here has more than once gone back and gotten Dexter Peach, who
was my top Assistant Comptroller General for reviewing programs.
And we worry and check it out all the time. This is a job that gives
you gray hair as you're trying to issue a thousand reports and do
250 testimonies. Are you right? Do you have all of the facts? Are
you presenting it properly? It’s not easy.

Mr. HOrN. Well, what have you done to insulate that process so
they are sticking with the facts and they are going out and doing
further work? Or do time deadlines really hurt the product you're
trying to put out because people are breathing down your neck to
get the report in?

Mr. BowsHER. The time deadlines are always a pressure on you.
But I've always said that I don’t want to issue anything that’s
wrong or not properly supported just to make a time deadline. But
we do try to be timely. And that’s where we can get into a conflict.
I think we'll always get criticism for sometimes not getting a cer-
tain report out on time.
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The derivatives report was a good example. I remember going to
testify before the Banking Committee and the chairman said when
are we ever going to see the derivatives report. But it was a very
tough issue to understand and to get written properly.

Mr. HoRN. Let’s talk about the role of the Deputy Comptroller
General. That’s an appointment made by the Comptroller General?

Mr. BowsHER. It has been during my tenure because I could not
get the congressional leaders and the White House in agreement on
who it should be. It is by law a Presidential appointment. But we
ran into trouble early in the Reagan administration where James
Watt, the Secretary of Interior, tried to impose some lawyer in his
organization on it when many in the Congress were dubious of
some of the things he was doing. And so we came to a standstill
and never quite got that standstill worked out. I had an excellent
deputy. I had Milt Socolar, who had been at GAO for 40 years, just
an outstanding individual. And I just worked right along with Milt
Socolar. And then when Milt retired here 2%z years ago, 1 asked
Jim Hinchman to take the position.

And it’s worked very well, as it has. But I would hope maybe in
the next go-around that they could have the Deputy in as a Presi-
dential appointment.

Mr. HORN. So, in essence, there are two Presidential appoint-
ments in the General Accounting Office?

Mr. BOwSHER. Yes, that’s correct.

Mr. HorN. If one is blocked and you can’t get them to agree and
the President to nominate one, you do have the authority to fill
that appointment with a Deputy? How do you do it?

Mr. BOowsHER. Well, we never have called the person the Deputy.
We just have somebody kind of be my No. 2.

Mr. HORN. But he isn’t called Deputy Comptroller General?

Mr. BowsHER. He’s not called Deputy, no.

Mr. HORN. And you just leave it vacant, in essence.

Mr. BOWSHER. Yes.

Mr. HOrN. What’s the Presidential level that that position is
noted to fit?

Mr. BOWSHER. It’s a three.

Mr. HORN. It’s a three and you're a two?

Mr. BowsHER. That’s correct.

Mr. HORN. The Director of the Budget is a two or a one?

Mr. BOWSHER. It used to be two for many, many years. When Mr.
Darman was there, they elevated it to one and a principle that he
was now a member of the cabinet.

Mr. HORN. I see. And presumably one could say the Comptroller
General of the United States ought to equal the Director of the
Budget, I would think.
hMr. BOwsHER. My predecessor, Elmer Staats, strongly believes
that.

Mr. HORN. So that’s something we might tinker with then on
that point. You’ve got totally a career service, really, don’t you?

Mr. BOwWsHER. That’s correct.

Mr. HorN. Have you found it difficult to get responsiveness out
of the organization with that career service? Or do you think the
Comptroller General should have several other appointments, per-
haps division heads, et cetera, that—in essence, you're appointing
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them all now. But should the President then have any other ap-
pointments, besides the principal deputy?

Mr. BowsHER. No, I don’t think so. I think the way it is set up
now works very well and has worked historically well. And I think,
personally, we've created too many Presidential appointees in many
of the other agencies of Government. I think we’re better off to
keep that small and to really utilize the senior executive service,
which I have found to be useful. When you talk about the flexibility
of the senior person to assign people the leadership roles, I think
the change that was made going from super grades in the Govern-
ment to the senior executive service has worked very well at GAO
in my estimation.

Mr. HORN. Let me just ask you a few things that turned up on
a survey that was done in the House recently on GAO. GAO was
criticized by some in Congress for being pressured by the majority
to refer former White House aide, David Watkins, to the Justice
Department for prosecution. For the record, was GAO pressured to
make that referral or was it supported on the merits?

Mr. BOwSHER. Very much supported on the merits. My lawyers
wanted to make that referral. And Jim, you might add to that, be-
cause you supervised that very closely.

Mr. HORN. Go ahead, Mr. Hinchman.

Mr. HINCHMAN. One of the principal issues in that review was
a requirement that we determine the circumstances that had led
to the decision to dismiss employees in the travel office shortly
after the current administration took office. Mr. Watkins’ state-
ments to us were at the heart of that review and critical to the con-
clusions we reached. After we had issued that report, subsequent
release of other documents, particularly a memorandum prepared
by Mr. Watkins suggested that there were direct inconsistencies
between statements made in that memorandum and statements
made to us.

I think it went to the heart of the integrity of our audit process
and that the referral was appropriate to vindicate our responsibil-
ities and the law.

Mr. HORN. Were there ever any other cases like that where any-
body, majority, minority, were pressuring you on the Hill one way
or the other?

Mr. HINCHMAN. No, sir. I don’t think we have any situations in
which we have been pressured to take that kind of action by a
Member of Congress.

Mr. HORN. Let me ask sort of for whom does GAO work? The ma-
jority requests certain studies. The minority requests certain stud-
ies. Now the minority is the Democrats. For 40 years, it was the
Republicans. To whom does GAO listen in a situation where the
majority of the committee wants something studied and the minor-
ity of the committee wants something studied? What do you do?

Mr. BowsHER. We will do studies for either the chairman of the
committee or the ranking minority. And in my tenure, we've never
got into much of a debate where a chairman says, I don’t want you
to do a study for the ranking minority.

I've had chairmen who weren’t familiar with our procedures say,
you shouldn’t do work for the minority. But I have always pointed
out to them that historically we have and it’s important to do it on
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a nonpartisan basis here. And people then generally agree. So
we've worked it out on that basis.

Now, generally, what happens is whatever party is in the major-
ity, we generally do by far the most work for because they can hold
hearings and do more with the reports. So there is no question that
generally when a party is in the majority, we will do a much great-
er percentage of work for that party than we do for the party that’s
in the minority.

Mr. HORN. When a majority chair requests a report, do you no-
tify the ranking minority member? And vice versa; when the mi-
nority, ranking minority member requests a report, do you notify
the majority chair?

Mr. BOwsHER. We do through the quarterly reports.

Mr. HINCHMAN. Yes, we quarterly provide a listing of all of the
work that we have under way in the committee’s area of jurisdic-
tion to all sides.

Mr. BOwsHER. A few years ago we weren't doing that and we
came under criticism.

Mr. HORN. Is that just provided to the ranking chair and the
ranking minority member; or is it provided to Congress generally,
what you’re working on?

Mr. HINCHMAN. It’s provided to Congress generally. That'’s infor-
mation available to the public.

Mr. HORN. You heard me mention earlier the Civil Rights Com-
mittee and its authority not only of granting the oath, but also the
subpoena power. Tell me to what degree you have the authority to
ask a Federal agency under oath or use a subpoena? And how does
it work in the case of the GAO? Who do you have to see to get it?
Can you initiate it on your own?

Mr. BowsHER. We got new legislation. And my predecessor,
Elmer Staats, was able to get some legislation in 1980 that gives
us access to records. And if we don’t get access to records, we have
what’s known as a 20-day rule or letter we might call it, where we
can actually ask the White House and OMB to produce that.

Mr. HorN. Even though this is in a cabinet department, you go
through the White House and OMB; or do you go directly to the
cabinet secretary?

Mr. BOwsHER. We always deal with the cabinet secretary up
until the point where they’re refusing to give it to us. Then we go
to the White House and OMB with this 20-day letter.

Mr. HINCHMAN. There are certain specific circumstances under
which the President can decline to allow us access, essentially re-
lating to, for example, national security matters. But, in general,
we have a right of access to see records and we can vindicate that
in the courts after we’ve been through this formal notification proc-
ess.

Mr. HORN. Since you audit the Department of Defense, do you
also audit the CIA?

Mr. BOWSHER. No. We are excluded from two functions of the
Federal Government, you might say. We have audit on every other
part and we can follow the Federal dollar wherever it goes, except
the CIA. And we are not allowed to look and review the foreign op-
erations or the money market policies of the Federal Reserve.
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We can, as you probably have read recently, review the Federal
Reserve's operations, but we cannot review the open market policy
committees deliberations. And we can’t do the CIA.

We do all of the top secret parts of the Defense Department, the
National Security Agency and those others there. And from time to
time, Congress has considered legislation, but never passed it to
ask GAO to audit the CIA.

Mr. HORN. What is the premise on which the Federal Reserve
Board was excluded? And how was this excluded, by law or what?

Mr. BowsHER. The history is that it was excluded totally for
many years. But Congressman Wright-Patton from Texas, chair-
man of the House Banking Committee, thought that GAO should
have total audit authority over the Federal Reserve.

Arthur Burns was chairman of the Fed in the mid-1970’s. And
my predecessor, Elmer Staats, worked out this kind of an arrange-
ment and it was put in law.

l\gr. HoRN. What was the fear of auditing the open market proc-
ess?

Mr. BowsHER. The Central Bank, the Federal Reserve claimed
that other countries don’t let their national auditors audit the
Central Banks. And, therefore, the central banks can work easily
with each other and not be worried that their national auditors will
be coming in or that they will be providing information to their leg-
islative bodies.

Mr. HORN. Let me ask you, do you audit Fannie Mae, Sally Mae
and all of the other little Mae’s?

Mr. BOWSHER. Yes. We don’t do them too often, but we have the
authority to do them, yes.

Mr. HOrN. When did you last do it?

Mr. BowsHER. Well, we're about to issue a very big report on
them. The last one was 4 years ago maybe.

Mr. HINCHMAN. Approximately. We can provide that for the
record.

Mr. BOWSHER. Approximately 4 years ago.

Mr. HOgN. So you've had a study under way, then.

Mr. BOWSHER. Yes.

Mr. HORN. And you're about to issue a report on it.

Mr. BOWSHER. Yes.

Mr. HORN. Which agency are you issuing a report on?

Mr. BowsHER. Fannie and Freddie. And we’ve done work on like
student marketing and the other GSE’s, historically. That’s one of
the areas, with fewer resources, we’re probably not going to be able
to do as much coverage as what maybe we’ve had in the last 5 or
6 years.

Mr. HORN. When we made the recommendation in our report is-
sued, I believe, last December, recommending an office of manage-
ment in the White House or in the Executive Office of the Presi-
dent, and several others, we had one line in there where a member
of the minority leaked the report in advance. And, lo and behold,
lobbyists popped up everywhere from one of the many Mae’s, that
this was a great threat on them. That just, of course, whetted my
appetite to wonder what kind of games are these people playing.
So I'm glad to know you’ve got a report coming out.



132

Is there any problem that you've seen over the years there one
way or the cther? Is there any problem we have?

Mr. HINCHMAN. With respect to the GSE’s.

Mr. HORN. They think they’re a separate empire.

Mr. BowsHER. Right. I think you have a big issue on whether
they should be privatized or not. And that’s what this report, which
was mandated by Congress, is going to address.

Mr. HORN. Which committee mandated it?

Mr. HINCHMAN. I believe it’s a statutory mandate.

Mr. HorN. It is?

Mr. HINCHMAN. Presumably out of the Banking Committee.

Mr. BOwsHER. I think out of the Banking Committee, yes.

Mr. HorN. 1 understand apparently Congressman LaTourette,
whose bill has been referred to—it is his bill, not the Republicans,
not me. I don't know what will happen to his bill. But apparently
the General Accounting Office, I'm told, probably wrote titles IT and
III of the draft bill. Are those sections supported by the Comptrol-
ler General?

Mr. BowsHER. Well, they're supported if we don’t get title L.

Mr. HornN. It's title I that’s your problem.

Mr. BOowsHER. Yes. In other words, our lawyers have been work-
ing with them on title II and title III. But I would be more than
willing to give up title II or title III if there is any effort to move
title I, because I worry about the independence issue.

Mr. HORN. Well, I do, too. And I think you and I have discussed
this. And I think we should keep you as independent as you should
be. And I only get worried if I think somebody is playing games
with either party in this Chamber. I think you've got to come in
here and you tell it like it is. And if they don’t like it, that's just
tough. And the same with the cabinet officers, the same with com-
mittee chairs or the ranking minority member. That’s where your
credibility comes from, is that you call them like it is. And that’s
why you have a 15-year term. That’s why you have a pension equal
to your salary, because we hope somebody with independence
doesn’t leave.

On the other hand, if the Comptroller General is not going to be
independent, goodbye.

So let me just note here that if there are any other points that
you want to make that we haven’t brought out in this hearing,
that’s really my penultimate question.

Mr. BowsHER. We have pulled together a summary of the major
financial benefits that support these charts. So if I could maybe in-
sert that in the record?

Mr. HORN. Let’s insert that in the record. Yes, I wondered if they
were coming out of the air. They looked like nice graphs, but where
is the back-up?

Mr. BOWSHER. Right.

[The information referred to follows:]
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Enclosure 2
GAO'S CONTRIBUTIONS TO IMPROVE GOVERNMENT

GAOQ's work contributes to legislative and executive actions resulting in very significant financiat
benefits to the American taxpayer. These benefits include budget reductions, costs avoided,
appropriation deferrais, and revenue enhancements, which can either be directly attributable to,
or significantly influenced by, our work. In addition, our recommendations and audit findings
have resulted in many improvements in government operations and services and have provided
information and analyses on some of the most pressing and controversial matters faced by the
Congress.

lustrations of important monetary and non-monetary accomplishments follow:
Ei ial Benefi

Many of our recommendations, when implemented, result in very significant financial benefits to
the American taxpayer. For example:

* GAO has done significant work in the health care area identifying unnecessary costs and
recommending needed changes. Congressional action based on GAQ's work has yielded
billions of dollars in budget reductions. Over the past several years, our reports and
testimony on the health care system's vulnerability to fraud and abuse stimulated legislative
activity and helped focus the debate on significant administrative reform.

¢ GAQ's reports on the enriched uranium program contributed to the Department of Energy's
decision to abandon a plant, thus saving about $3.5 billion. Also, our reports on the Clinch
River Breeder Reactor, covering virtually every important aspect of the project from its
escalating costs to its future place in the nation's energy strategy, played a pivotal role in the
Congress' decision to terminate the project.

* GAQ, in conjunction with Israel's State Comptroller, raised serious financial and affordability
issues associated with the U.S.-funded development of Israel's multibillion dollar Lavi fighter
aircraft, which ultimately led Israel to stop further deveiopment and production of the
program.

* The Congress reduced the Defense Department's 1993 budget by over $600 million following
GAO work examining the rate of inflation that the Department used in their budget
submission. Inflation was at its lowest levels in years, and we pointed out that the
Department's estimate for inflation was overstated.

¢ In 1994, the Congress and the Department of Agriculture began a long-term effort to
reorganize and streamline the Department. We helped the Congress and the Department by
providing a series of reports identifying structural problems that, if addressed, could lead to
greater efficiency, effectiveness, and cost savings. Over the next five years, the Department
will be reducing the number of its agencies fros: 43 to 29, federal staff years will be reduced
by over 13,000, and closing and consolidating 1,170 field offices. Changes to the Department
will resuit in an estimated $1.2 billion in cost reductions in fiscal years 1995 and 1996.
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In 1993, the Congress changed the tax code that allowed American corporations in U.S.
possessions, such as Puerto Rico, tax incentives for creating jobs. Studies, such as GAO's
1992 report, had shown that a disproportionate share of the tax benefits went to industries
that generated relatively few new jobs. The Congress placed a limit on the incentives,
resulting in an estimated $1.3 billion in tax savings during fiscal years 1994 and 1995.

GAO has long criticized the Defense Department for its inefficient and wasteful inventory
management practices. In 1993, we testified that Defense had so much excess inventory that
billions of dollars could be saved. In a number of actions since that testimony, the Congress
has reduced the Defense inventory by $2.9 billion, and Defense is working toward using more
economical business practices in handling spare parts and other inventory items.

GAO has long advocated the establishmant of a fund allowing the Energy Department to
recover future clean-up costs in its prices for enriched uranium from its three aging uranium
enrichment plants. The federal government had been enriching uranium for more than 30
years but had not been able to charge its commercial customers for the eventual
dismantiement of the plants. The Congress corrected this by passing the Energy Policy Act of
1992 and, over five years, this benefit will total an estimated $792 million.

The Air Force requested $2.7 billion in fiscal year 1993 to procure C-17 aircraft. We,
however, had reported many problems with the aircraft over several years: costs continued to
increase, the schedule delivery dates kept slipping, and performance questions remained. [n
response, the Congress slowed the rate of aircraft procurement and cut the program's funding
by $668 million.

GAO reported to the Congress that diesel fuel not environmentally suitable for highway use
could be indelibly dyed at the refinery. Thus, by allowing earlier identification and separation
of potentially taxable fuel, fuel tax evasion should be reduced. The Omnibus Budget
Reconciliation Act of 1993 (P.L. 103-66) moved the motor fuel tax collection point to earlier in
the distribution system, increasing excise tax collections by a total of $1 billion in fiscal years
1994 through 1998.

GAO reviewed operations of the newly established Defense Business Operations Fund and
raised concemns that two policies would have resulted in the Fund's customers paying higher
prices for the goods and services received. One policy resulted in adjusting prices to recover
accumulated operating losses; the other charged customers for depreciation associated with
military construction. These two policies could have resulted in an excessive cash balance in
the Fund; and, consequently, the Congress reduced the budget by more than $1 billion.

GAO documented major problems in the developmental and operational testing of the Bigeye
chemical bomb and raised serious questions about whether the bomb could function. As a
result, the Congress required additional testing and barred full-scale production until the
weapon met test requirements. In mid-1990, Defense canceled plans to produce the bomb as
part of a major arms control agreement with the then Soviet Union, at a savings of $5660
million. Former House Foreign Affairs Committee Chairman Dante Fascell said that GAO's
work, "made an important contribution to the bilateral chriaical weapons agreement between
the U.S. and USSR."

Recommendations to restructure the B-2 bomber program resulted in budget reductions of
$1.1 billion in fiscal year 1991 and an average reduction of $4 billion over the next three years.
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Also, our work on the C-17 cargo plane and Seawolf submarine was used extensively in
congressional deliberations on those systems.

GAO's oversight of tax systems modernization found that the government's investment of what
could be more than $8 billion and IRS's efforts to modernize tax processing are at serious risk
due to pervasive management and technical weaknesses that impede modernization efforts.
This work was critical in helping the Congress make funding decisions and providing IRS
impetus to address these problems.

Initially, GAO alerted the Congress to the overall cost of the Persian Gulf War and later
concluded that the war could be completely financed from allied contributions. As a result, in
1992, the Congress rescinded $14.7 billion from the taxpayer-financed Regional Defense Fund.

In 1991, GAO said that the Congress should consider changing tax law to provide for
amortizing purchased intangible assets, including goodwill, over specific cost recovery periods.
In 1993, the President changed long-standing tax policy by signing legislation providing for the
amortization of certain acquired intangibles, including goodwill, over 165 years, at a revenue
gain of $2.45 billion over five years.

Non-Fi ial Benefi

In addition, much of our work has helped alert the Congress to emerging problem areas and has
provided information and analyses on some of the most pressing and controversial matters faced
by the Congress. Some examples follow.

GAOQ first began alerting the Congress in the mid-1980s to the growing problems in the thrift
industry. We continuously monitored the management and costs of the nations savings and
loan crisis. In response to legislative mandates and requests from committees, we did
extensive work that enabled us to recommend numerous legislative and regulatory reforms.
Many of these reforms were enacted in the Financial Institutions Reform, Recovery, and
Enforcement Act of 1989, and the Federal Deposit Insurance Corporation Improvement Act of
1991.

GAO was in the forefront in alerting the Congress and financial regulators to gaps and
weaknesses in the regulation, accounting, and management of derivative products that
potentially could threaten financial system stability. As a result of hearings on this issue,
financial regulators have taken action to reduce risks presented by these products. Just as
important, the financial services' community has taken a much more critical look at the use of
derivatives and has begun taking action to reduce these products' inherent risks.

Furthermore, the accounting profession is taking action toward better accounting and
disclosure for derivative products, as we recommended.

We revealed serious financial management problems as we performed the government's first
financial statement audits of the Internal Revenue Service, the U.S. Customs Service, and the
Federal Guaranteed Student Loan Program, with the result that the cognizant agencies are
taking numerous actions to improve the financial reporting and the quality of their underlying
financial and program data.

Through a series of financial andits and program reviews, GAO alerted the Congress and the
Resolution Trust Corporation (RTC) to a number of areas that were vulnerable to waste,
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It set standards for controlling volatile organic and other chemicals, expanded bottled water
regulation to include mineral water, and provided definitions and standard terms for common
terms found on bottle labels.

Our highways will be safer for everyone following GAO work examining the Federal Highway
Administration's (FHA's) motor carrier safety program. We found that FHA was simply not
doing enough to make sure that the country's trucking carriers were correcting their
deficiencies. Since then, it has begun to improve the timeliness, quality, and effectiveness of
their compliance reviews.

GAO's oversight of FAA's $33 billion air traffic control modernization program was crucial in
helping the Congress make funding decisions and encouraging FAA to change its acquisition
process.

Documenting the lifesaving effects that states could expect from an increased minimum
drinking age helped influence state legislation so that now all 50 states and the District of
Columbia have increased the minimum drinking age to 21. These actions are estimated to
have saved 1,000 lives annually.

Our disclosure of serious deficiencies in the Food and Drug Administration's oversight of
medical device manufacturers helped strengthen regulations to reduce the chances of unsafe
devices reaching the marketplace.

In direct response to GAO's work, the National Institutes of Health (NIH) substantially
tightened its procedures for ensuring that government-sponsored research include women,
where appropriate, and NIH created an Office of Research on Women's Health to more
proactively deal with women's issues.

After GAO found inadequacies in the regulation of hospital Sten'lants and disinfectants, the
Food and Drug Administration quickly issued an advisory to manufacturers to comply with
safety requirements in marketing their products.
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Insert for the Record

Information on the extent to which other national audit organizations have the authority
to administer caths or take sworn testimony.

We have contacted or reviewed available materials from 15 national audit organizations.
Nine of 15 organizations contacted did not have authority to take testimony under oath.
The 6 that had authority to examine persons under oath had only used this authority in
rare instances. For example, one organization stated to us that such authority had been
used only once in the past 10 years. Another organization stated that its authority was

only used in "very exceptional cases."

The 9 countries which do not have authority to administer oaths are Germany, Japan, the
United Kingdom, Sweden, Austria, Poland, India, Estonia, and the Netherlands. The 6
countries having authority to administer oaths are Singapore, Korea, France, Canada,
Australia, and the Philippines.
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Mr. HORN. You're giving me the backup?

Mr. BOwsHER. Yes, we'll give you backup on that. I might also
say, if I could add one thing?

Mr. HORN. Sure.

Mr. BowsHER. That is, as you're aware and I think everyone is
aware, there was some criticism by the Republicans about GAO not
being responsive enough or doing enough work for them versus the
Democrats who were in power for so long. So last year when the
Republicans came to power, we then had the real test because at
that point, the chairmen were members of the Republican Party.

Last year we did a lot of jobs for the Congress; and I asked my
staff to give me a list of jobs done by requester. It turns out there
were 33 requesters that requested 10 or more jobs. And the top one
was 53 jobs. And I have visited 20 of those personally to try to get
some sense of, are they satisfied, did they feel they got good work,
did they get objective work, and everything like that. And I can tell
you that based on my meetings with these chairmen that they all
said that they had got very good work and that they were very sat-
isfied. I did this survey personally just to try to get the facts on
this situation.

Mr. HornN. I think you answered this question earlier, but let me
just note the premise on which I state it. In the 103d Congress,
when the then minority, namely the Republicans, sought to get in-
formation out of the executive branch, the chairman of one commit-
tee with which I'm familiar phoned all of the people in the execu-
tive branch and said, you don’t have to respond to them.

Now, there happens to be a quirk in the law here. It isn't a
quirk. It’s a very valuable thing to protect the minority. And that
is, six or seven—it slips me right now—members of the committee
sigx}:ad that request. The executive branch has to turn the data over
to them.

Well, we had a chairman that was just running around saying,
you don’t have to do that, don’t listen to them. And, of course, a
ot of them stonewalled us as you would expect. Now, that’s why
I'm so keen on GAO sort of getting off the dime and really subpoe-
naing that information when you don’t get it. I don’t know. Have
we got a list of how many times you've used your equivalent
power? Is it so infrequent that you can remember it maybe? When
does it happen, once a year, once every 5 years?

Mr. BowsHER. When 1 first came into office, we used it quite fre-
quently, especially with the Defense Department, because it was a
new law, it was a new power. And we were having a lot of prob-
lems getting information. And we were losing a lot of time on that.

Once we started to use it and once OMB finally decided that they
weren't going to take the side—this in the early Reagan adminis-
tration—of the agencies and said, come on, let’s give the informa-
tion to GAO, and everything like that, in recent years we haven’t
had to use it very often. But it's a very powerful and important
piece of legislation, I believe, because just based on problems we
were having when I first got here, if we didn’t use it then and we
didn’t have it, I think we would still be having problems and that.

I didn’t fully answer your question. I realize now going back.
Jim, you should help here. And that is, we can come back to the
committees, too, for a subpoena to compel people. If somebody
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doesn’t want to cooperate with us, we then can come back to the
committee, too, for a subpoena.

Mr. HINCHMAN. It's important to understand in the context of
Mr. LaTourette’s legislation that our authority is to gain access to
records. And I want to be sure that we weren't misleading you
about that. We do not have the authority to compel testimony. And,
therefore, we are currently dependent upon the cooperation of
agency officials when we conduct our reviews. If we want to ask
them questions about their records, ask them to tell us the story
of what they believe their problems are or why something hap-
pened, we have to count on their cooperation.

I would say that, in general, we receive that cooperation. But
there are circumstances in which we do not. And today we do not
have the authority to compel that.

And it’s in those circumstances in particular that we sometimes
come back to our requesting committees and ask them to assist us.
They have more capacity than we do to encourage agencies to co-
operate with our reviews in some circumstances.

Mr. Horn. Well, Comptroller General, do you think you ought to
have that authority to compel testimony?

Mr. BowsHER. I think it’s better to come back to the committee
and get it. I think my experience in auditing is that you have to
have a reputation that people are not that scared. In other words,
I would get a little worried that—I think Mr. Koskinen said it well.
That if people are going to have to worry about perjury and things
like that and dealing with the auditor, I think that might be a type
of a chilling effect that would dry up a lot of the information we
receive.

A lot of people have the idea that auditing is adding up two col-
umns of figures and making a decision that one column is maybe
larger than the other. The truth of the matter is that a good audi-
tor has to win the confidence of the people that he’s interviewing.
So based on my experience in both the private sector and the public
sector here, I would be inclined to stay with the legislative base
that we have now and go back to the committees when we need to
get that subpoena.

Mr. HorN. I guess I don’t agree with your worry that information
will be shut off. When there is a grand jury and a U.S. attorney
brings someone into that grand jury, they’re under oath and a tran-
script is taken of what they say to that grand jury.

Mr. BOWSHER. And it’s like when it comes to referring anybody
to the Justice Department, we don’t have the authority to do inves-
tigations and actually make a decision. Some of my counterparts
around the world do have that. But I've always thought it was bet-
ter that the auditor’s role not to go that far. And so lots of times
when we think we're not getting the full story or we're getting a
dishonest story told to us, one of our roles as auditors is to check
the facts more fully in other ways by talking to other people, check-
ing more data and things like that. That’s all part of auditing.

So I would be inclined to kind of stay where we are right now.
That would be my best recommendation.

Mr. HORN. You've mentioned some of the other national audit
agencies do have that authority.

Mr. BOwWSHER. Yes, they do.



Mr.
Mr.

140

HoRN. Which ones come to mind?
BOWSHER. Well, a lot of them that were behind the Iron Cur-

tain. They have always been surprised that those of us on the other
side of the Iron Curtain don’t have it.

Mr.

HincHMAN. I think particularly those countries have a civil

law tradition and whose auditing function is performed in an ad-
versarial court-like context.

Mr.
. BOwSHER. Like the French Court of Audits.

. HORN. The French.

. HINCHMAN. Yes, sir.

. HORN. It goes back to Napoleon.

. BOWSHER. Exactly.

. HINCHMAN. Yes, sir.

. HORN. He didn’t trust people, either.

. BOwsHER. No, he didn’t. He would haul any accounting clerk

HoRN. Administrative courts.

up from the south of France and swear him in.

Mr.

HORN. Well, if you can and ask staff to ask the American law

to see what their counterpart in international law, if we can get
some examples of how they do it.

Mr.
Mr.
Mr.

BowsHER. We can, sure.
HORN. Let’s put it at this point in the record.
BOWSHER. Sure.

[The information referred to follows:]
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abuse, and mismanagement. We reported several billion dollars in excess funds that permitted
RTC to lower its estimates for completing the thrift cleanup and to resume efforts to resolve
insolvent thrifts.

We helped the Congress consider the issues raised by trade negotiations between the United
States and its major trading partners, including Canada, Mexico, the European Community,
and Japan. Our report and testimony on the North American Free Trade Agreement (NAFTA)
provided Members of the Congress with objective and comprehensive analysis of the treaty's
contents. We also provided analyses on NAFTA's potential effects on the economy, the
environment, labor, and immigration.

In response to our technical and procurement-related concerns, the Federal Aviation
Administration did not award a planned data processing contract for the Computer Resources
Nucleus project. Instead, it issued a dramatically improved request for proposal that resulted
in a contract costing nearly $1 billion less than originally planned.

During 1994 and 1995, GAO recommended a number of changes to IRS's audit efforts to
promote increased comapliance with the nation's tax laws. For example, changes have been
made to tighten the sole proprietorship program and requirements on independent
contractors; more and betier training is being provided IRS auditors doing large corporation
audits; and IRS is experimenting with hiring private collection agencies to help reduce the
large volume of delinquent taxpayers.

GAO's analysis of the Earned Income Credit (EIC) program resulted in several products to the
Congress confirming its long-standing concerns about EIC noncompliance, growing amounts of
EIC being paid, and the need to make changes. GAQ's proposal for revising measurement of
EIC filers’ eligibility led to better targeting of EIC recipients.

GAO reports and testimony showed that Defense's 5-year spending plans tended to materially
underestimate weapon program costs and overestimate the amount of future funding available
for the defense program, supported legislation requiring Defense's spending plans to match the
President's budget.

The nation's waterways will be cleaner due to some of GAO's work. In 1993, we found that
many barges had been abandoned on the nation's waterways causing pollution. The federal
government, through the Coast Guard, often had to pay for this cleanup. The Congress
corrected this by passing a law requiring the registration of barges and prohibiting their
abandonment.

The nation's senior citizens will get better service from the Social Security Administration
following our review of the Administration's handling of claims for lost or stolen social
security checks. The Administration revised its procedures for handling these claims, which
resulted in quicker replacement of the lost or stolen checks.

Many American's will get more convenient access to the Post Office's services due to GAO
work. Moving into the modemn era, the Post Master General cited GAQ's work in announcing
that the U.S. Postal Service would accept credit and debit cards at all retail windows.

Americans will have safer drinking water due to GAO work in 1995, Following our work, the
Food and Drug Administration strengthened the regulation of bottled water sold to Americans.
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Mr. HORN. In a letter from the distinguished ranking minority
member of the Science Committee, George Brown, of California, to
the Comptroller General, dated April 17, 1996, the General Ac-
counting Office’s level of quality control was questioned. Please ex-
plain how your quality control system works. I realize that you
must feel that you're damned if you do and you're damned if you
don’t, especially given the questions about the level of reviews that
we've had and the time it takes to produce reports.

Have you made any in-house decision to exclude detailed analyt-
ical work in your reports as Mr. Brown’s letter claims?

Mr. BowsHER. No. But what I’'m doing now with Mr. Brown’s let-
ter is I'm setting up, as I would do any time that a report gets
questioned, like his question so questions it, I set a new special ef-
fort of people that have not been previously involved, some senior
people at GAO, looking at how we did that whole job, how we wrote
the report up and everything like that. And we will go back to Con-
gressman Brown with a full explanation in writing when we get
that new review, separate review done.

Mr. HORN. You mentioned in response to an earlier question I
asked that you basically don’t sit down with all of the requesters,
I take it, or do you? I mean, does your staff? When you've got 10
different people that have a nibble of this project idea, the question
comes, once you decide on where the focus is, do you share that
with all parties in case they have a question on the methodology
or the scope?

Mr. BOwWsHER. Yes. In other words, that’s part of the new com-
mitment letter that we are doing.

Mr. HINCHMAN. Absolutely.

Mr. HORN. So you are getting them all in the room?

Mr. BOwWsSHER. But not physically in the room.

Mr. HORN. How are we doing it then?

Mr. HINCHMAN. Actually, in some cases, we do try to do that. We
try to, as much as possible, partly to speed up the process in re-
sponse to congressional concerns about timeliness. We try to make
the process as concurrent as possible. And if we can get all of the
requesters on a job to meet with us together and to reach a com-
mon agreement on exactly what we’re going to do, and I think
equally important the schedule in which we’re going to do it, then
that’s what we do. Sometimes that’s difficult because of staff com-
mitments and we have to meet with them in perhaps two groups.

Mr. HORN. Now, I think what leads to some of the partisan
charge over the years is the detailees that our friends who were in
the majority for 40 years had from the GAO. And the National
Academy for Public Administration did have some recommenda-
tions on detailees. What's the current policy of the General Ac-
counting Office in this area?

Mr. BowsHER. First, once we realized that some of the Members
of Congress had that concern a few years ago, we tried to bring it
down. And we brought it down from about 60 to 30. This was when
we were at 5,300 people. We brought it down to 30. And right down
this week at 11. We've been running closer to 15, I'd say, this year.

Mr. HORN. Now, is that the House or the House and the Senate?

Mr. BOwsHER. That’s the House and the Senate. And the House,
of course, changed the rules here when the Republicans took
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power, so that the committees and the House now pay us for the
detailees. And I think that that has certainly curtailed some of the
requests. And so I think right now we’ve got it down to a very
small number and a very manageable number.

We work really hard to make sure that that person that we’re
sending up is working on something that is unique and specialized,
so that we aren’t just adding bodies to staff up on the Hill. We're
trying very hard not to be a body shop to the committees.

Mr. HORN. As you know, we currently do not have a problem
with these detailees as you suggest. But when there were many
detailees used on the staff, do you think that mandatory reim-
bursement is enough if they’re used? Or should there be an over-
head added to that, put in the GAO kitty? How do you feel about
it?

Mr. BOwsHER. I think the reimbursement that is taking place
now is adequate. The Senate doesn’t do it, of course.

Mr. HORN. Does that include an overhead at all?

Mr. HINCHMAN. We are currently reimbursed for their salary.

Mr. HORN. Just salary. All right. I think that covers that area.
On downsizing, did the National Performance Review set any tar-
get for GAO? Or did they limit themselves solely to the executive
branch?

Mr. BowsHER. They limited themselves to the executive branch.

Mr. HorN. As I recall from your earlier testimony, you think
you're at about where you ought to be and you don’t want to be cut
any more, is that correct?

Mr. BowsHER. That’s right. In fact, 'm a little worried that
we've gone too low. And I would ask the Appropriations Commit-
tees this year for 100 more staff. That would be 3,600. Even though
we would be coming down, we would be coming down this year, but
not quite as low. And that was to kind of have some more account-
ants and systems people, as the previous panel, I think, indicated
to you their concern, as I have some concern, and some very key
individuals that we have lost, like my chief economist and people
like that. We were not given encouragement by the appropriation
in the House. We have not had our Senate hearing yet. But I sus-
pect we’re going to end up at 3,500.

Mr. HOrN. That’s what I have in my figure. Apparently fiscal
year 1997 will begin with GAO at 3,500.

Mr. BowsHER. Right.

Mr. HORN. So that seems to be the common currency going
around. Let me ask you, what areas of GAO do you think you lack
sufficient personnel in? You mentioned you take a look at the tech-
nology area and so forth. But what else is there?

Mr. BowsHER. Well, it’'s basically the systems and technology.
It’s the accounting and auditing because of the CFO Act. And then
it’s specialists in some of the program areas. Like I lost half of my
team that are knowledgeable on the post office. Any time you have
early outs, you always end up with some imbalance of your exper-
tise, you might say. And what I'd like to do is to be able to balance
the specialties that we have.

Then, of course, one other big area is that we have not hired any
new people since 1992. So any time you have a professional organi-
zation like GAO that has too long of a period of not hiring new
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young blood coming in there, you start to build yourself some prob-
lems down the road. So I would hope that in future years, we can
get back into hiring.

As I pointed out earlier, GAO can attract the finest young people
from the most prestigious universities in the country. We have no
problem at all.

Mr. HOrN. Did GAO get buyout authority at all?

Mr. BOWSHER. Yes, we did. We had two buyouts. We had one in
December 1993 and one in September 1996.

Mr. HORN. December 1993 and November?

Mr. BOwWSHER. No, September 1996.

Mr. HORN. September 1996. And do you plan any more?

Mr. BOwsHER. No.

Mr. HORN. Let me have one last question. The GAO has defined
its organizational mission as follows. We aspire to be the world’s
leading organization engaged in audit, evaluation, and public policy
analysis. Do you think that GAO’s mission should be changed to re-
flect any narrower congressional focus; or do you think it’s appro-
priate as it is?

Mr. BOWSHER. We reviewed that after the NAPA study. And we
thought it was appropriate. We changed our mission statement
somewhat, but we kept the vision statement as it is.

Mr. HoRrN. How did you change the mission statement?

Mr. BOWSHER. Let me provide that for the record.

[The information referred to follows:]
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Insert for the Record

Changes made to GAO mission statement.

The NAPA report raised the issue of what role GAO should play in policy analysis and
policy development and suggested that GAQ review its vision and mission statements to
clarify its role in these areas.

We recognize that this is an issue upon which opinions vary because the words "policy
analysis" and "policy development" may mean different things to different people.
Because this is an issue subject to misunderstanding, it should be stressed that GAO has
always taken the position that it does not formulate or make policy. Congress and the
administration make policy.

To avoid any potential misunderstanding on how GAQO views its role, GAQO reevaluated its
vision and mission statements and revised the mission statement. The revised mission
statement accurately describes GAO's role as providing members of Congress and others
with accurate information, unbiased analysis, and objective recommendations on how to
efficiently and effectively use public resources.

GAO's complete mission statement with the bracketed deletion of the word "best" and the
italicized addition of the words "efficiently and effectively” is as follows:

We seek to achieve honest, efficient management and full accountability
throughout government. We serve the public's interest by providing
members of Congress and others who make policy with accurate
information, unbiased analysis, and objective recommendations on how
[best] to efficiently and effectively use public resources in support of the
security and well-being of the American people.

With these changes to the mission statement, GAO concluded that the following vision
statement was consistent with its core values.

We aspire to be the world's leading organization engaged in audit,
evaluation, and public policy analysis.
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Mr. HORN. Why don’t we put that in the record, as well as the
full statement? We’ll keep the record open until Friday for any of
the Members' questions that they might wish to submit, if you
would be kind enough to answer them. And in terms of questions
about the proposed legislation, I would welcome from GAO a cri-
tique, just as OMB will send us, as to what your concerns are
about this legislation. Just take it issue by issue, authorization 10
years, 5, whatever, changing the Comptroller General’s term, af-
fecting pension. I think we need a serious discussion to bring this
thing to close.

Mr. BOWSHER. I'm not sure, Mr. Chairman, that we have the lat-
est version.

Mr. HoOgN. Well, your staff and our staff, Mr. George will get it
to you. I thank you very much. Is there anything you would like
to say looking back 15 years and thinking ahead to the 21st cen-
tury? What should GAO be?

Mr. BowsHER. Well, I think GAO has to be a really modern au-
diting organization, program evaluation. I think it takes really tal-
ented people to do this work. I mean, the assignments are really
big and difficult. We never get a letter that says, put your third
class team on this job and take whatever time you'd like to get the
job done. I mean, it's always just the opposite. We want it in 6
months. Or we want it in 3 months. We've got to have your best
people.

Mr. HORN. They want it yesterday.

Mr. BOwsHER. Yes. And 1 would hope that in addition to giving
adequate staffing to GAO, that the Congress, which they did very
well through the 1980’s and early 1970’s, would give us enough
money to have modern technology. GAO today has a really superb
computer network. We have a video conferencing, hooking up our
16 offices. We've closed 24 offices. We've gone from 40 offices to 16.
And our team today really has superb technology and that. But,
you know, the wave of obsolescence of technology today, you have
to have enough money to keep that modernized.

So I think it’s the training, the recruiting, the really top people
you need. And then you've got to give them the resources, namely,
the technology to work with and enough travel funds to do their
work. I think GAO today is the finest Government auditing organi-
zation in the world. And I think it’s recognized that way. And 1
would hope that the Congress would support it and maintain it
over the years.

Mr. HorN. We thank you for sharing your views with us. We
thank you for your service. We wish you well in the years ahead.
We welcome any suggestions you have.

Mr. BowsHER. Thank you, Mr. Chairman.

Mr. HORN. Thank you very much.

Mr. BowsHER. Thank you very much.

Mr. HORN. We're now going to close this hearing. And I'd like to
thank both the majority and the minority staff, the majority staff
headed by J. Russell George, staff director and counsel. Anna Mil-
ler, professional staff member to my immediate left had a lot to do
with setting up this hearing, particularly on the accounting as-
pects. Andrew Richardson, clerk. Kevin Sabo, general counsel to
the full Committee on Government Reform and Oversight. Jeff
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Wilmont, professional staff member to the full Committee on Gov-
ernment Reform and Oversight.

And with the minority staff, we have many people here. David
McMillen, professional staff member. Mark Stevenson, professional
staff member. Lisa Mientus, professional staff member and Miles
Romney, counsel.

And official reporter, Ed Greenberg.

So with that, we end this hearing, and we thank you all for your
patience and contributions. Thanks.

[Whereupon, at 4:30 p.m., the subcommittee was adjourned.]
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