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(1)

VULNERABILITIES TO WASTE, FRAUD, AND
ABUSE: INSPECTORS GENERAL VIEWS ON
NATIONAL SECURITY, INTERNATIONAL RE-
LATIONS, AND TRADE PROGRAMS

THURSDAY, MARCH 15, 2001

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON NATIONAL SECURITY, VETERANS

AFFAIRS AND INTERNATIONAL RELATIONS,
COMMITTEE ON GOVERNMENT REFORM,

Washington, DC.
The subcommittee met, pursuant to notice, at 9 a.m., in room

2247, Rayburn House Office Building, Hon. Christopher Shays
(chairman of the subcommittee) presiding.

Present: Representatives Shays, Putnam, Weldon, Schrock,
Otter, Kucinich, and Clay.

Staff present: Lawrence J. Halloran, staff director and counsel;
Vincent Chase, chief investigator; Nicholas Palarino, senior policy
advisor; Kristine McElroy, Thomas Costa, and Robert Newman,
professional staff members; Alex Moore, fellow; Jason M. Chung,
clerk; David Rapallo, minority counsel; and Earley Green, minority
assistant clerk.

Mr. SHAYS. A quorum being present, the Subcommittee on Na-
tional Security, Veterans Affairs and International Relations’ hear-
ing entitled, ‘‘Vulnerabilities to Waste, Fraud, and Abuse: Inspec-
tors General Views on National Security, International Relations,
and Trade Programs’’ is called to order.

In testimony before the subcommittee last week, Comptroller
General David Walker described serious management challenges
and high-risk operations in national defense, veterans, and inter-
national relations programs.

He called for sustained systemic improvements in efficiency and
accountability in response to rapid technological advances, shifting
security threats, changing demographics, and economic
globalization.

Today, the Inspectors General [IGs] from nine departments and
agencies within our oversight jurisdiction will amplify and supple-
ment that reform agenda from their very unique perspective as in-
ternal auditors and watchdogs. Despite the diversity of the pro-
grams and functions under discussion this morning, recurring
themes ring through each IG’s description of wasteful information
technology acquisitions, antiquated human capital policies, sloppy
financial controls, and the lack of performance-driven, results-ori-
ented management.
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From the Marine Corps to the Peace Corps, from diplomacy to
deep space, waste, fraud, abuse, and mismanagement threaten
vital national missions and undermining public confidence in Gov-
ernment.

Our mission is oversight, best defined as ‘‘watchful and respon-
sible care for Federal programs and resources.’’ It is not an episodic
game of ‘‘gotcha,’’ but the vigilant, methodical examination of agen-
cy goals and performance. In that endeavor we rely heavily on our
oversight partners, the General Accounting Office [GAO], and the
inspectors general to illumine general trends and specific problems
in need of reform. We welcome their testimony today, are grateful
for their service, and look forward to their continued help in the
subcommittee’s work.

[The prepared statement of Hon. Christopher Shays follows:]
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Mr. SHAYS. At this time I would recognize the vice chairman of
the committee, Mr. Putnam.

Mr. PUTNAM. Thank you, Mr. Chairman.
I’m looking forward to hearing the testimony. I have no opening

statement.
Mr. SHAYS. Mr. Schrock.
Mr. SCHROCK. No.
Mr. SHAYS. Mr. Otter.
Mr. OTTER. No, Mr. Chairman.
Mr. SHAYS. Thank you. So we are—Ed’s ready and I’m ready and

Mr. Putnam is ready.
Mr. Lieberman, we are going to swear you in, and Mr. Friedman.
Let me just announce who we have. We have Robert Lieberman,

Deputy Inspector General, Department of Defense; and Mr. Greg-
ory Friedman, Inspector General, Department of Energy.

If you’d raise your right hands, please.
[Witnesses sworn.]
Mr. SHAYS. Thank you.
It is great to have you here, Mr. Lieberman and Mr. Friedman,

and we welcome your testimony.
Obviously, you may need to go beyond 5 minutes. I’m not sure,

given the number of Inspectors General, how many questions we
are going to have, but it is important we put on the record your
testimony, so—Mr. Lieberman.

STATEMENTS OF ROBERT J. LIEBERMAN, DEPUTY INSPECTOR
GENERAL, DEPARTMENT OF DEFENSE; AND GREGORY H.
FRIEDMAN, INSPECTOR GENERAL, DEPARTMENT OF EN-
ERGY

Mr. LIEBERMAN. Thank you, Mr. Chairman.
My written statement describes the top 10 internal management

problem areas that we believe confront the Department of Defense.
In brief, these are as follows.

First, Defense has a very poor track record for developing or ac-
quiring information systems; yet, it depends heavily on thousands
of information systems to carry out almost all of its activities and
spends well over $20 billion a year on those systems.

Second, security is a major challenge to all users of network com-
puter systems, and Defense is one of the largest such users in the
world.

Third, a range of other security concerns also need continued at-
tention. For example, there is a backlog of several hundred thou-
sand overdue security clearance investigations, a problem of which
you are well aware. Additionally, the task of protecting military
technology by revamping the export control regime remains unfin-
ished national business.

Fourth, Defense remains unable to compile auditable annual fi-
nancial statements because its efforts to acquire systems that can
meet new Federal accounting standards are incomplete. Even more
fundamentally, Defense accounting systems are too complicated or
error prone and do not provide reliable, timely, and useful informa-
tion to managers for decisionmaking purposes.

Fifth, acquisition reform remains very much a work in progress,
with major challenges remaining in terms of remolding the weap-
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ons acquisition effort to match evolving national strategy, force
structure, and available funding. At present, Defense has nearly
1,300 weapon acquisition projects worth $1.4 trillion underway. Be-
sides reaffirming what capabilities are actually needed and afford-
able, the Department needs to do more to improve purchasing prac-
tices across the board to control costs and speed up acquisition lead
time, but without cutting corners on testing or on the quality of
material being put into the hands of the war fighters.

Sixth, the military health system faces enormous cost pressures,
as do other public and private health care systems. It now costs
about $20 billion annually.

Seventh, the Department must find better alternatives to the
cold war practice of relying on huge stocks of supplies and parts.
Modern, Web-enabled business practices are being introduced, but
Defense remains behind the private sector in terms of efficient sup-
ply chain management.

Eighth, Defense must find ways to address major unfunded re-
quirements in mundane infrastructure areas like facilities, where
the backlog of real property maintenance, alone, is over $27 billion.
But, at the same time, we must continue to trim unnecessary over-
head and support costs. At least one more round of base closures
is clearly needed.

Ninth, there is widespread consensus that the readiness of the
armed forces is suffering from the combined effects of the force
structure not being designed for the type and frequency of missions
being performed and shortcomings throughout the whole range of
support activities needed to train, equip, maintain, and sustain the
forces. Also, Defense leaders have warned candidly of a logistics
death spiral caused by the rapidly increasing cost and frustration
of maintaining old weapons systems, especially tactical aircraft.

Tenth, the combined impacts of eliminating half a million civilian
jobs without proportional workload decreases, the pending retire-
ment of nearly half the remaining civilian work force, and severe
competition for skilled workers have created significant staffing
problems and dislocations throughout the Department. Outsourcing
is a partial solution but brings its own oversight challenges.

In summary, this has been a very broad-brush treatment of nu-
merous and formidable management challenges already acknowl-
edged by the Department in various ways. The Office of the Inspec-
tor General looks forward to assisting in every way that we can as
the new administration and Congress take on these problems. I am
looking forward to discussing them with you in further detail.

That concludes my summary.
Mr. SHAYS. I thank you, Mr. Lieberman. Your statement is quite

in-depth. It will be available, obviously, to us and the staff.
[The prepared statement of Mr. Lieberman follows:]
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Mr. SHAYS. We need to deal with some housekeeping, Mr. Fried-
man, before we begin with you.

I would ask unanimous consent that all members of the sub-
committee be permitted to place an opening statement in the
record and that the record remain open for 3 days for that purpose.

Without objection, so ordered.
I’d ask further unanimous consent that all witnesses be per-

mitted to include their written statements in the record. Without
objection, so ordered.

Mr. Friedman, you have the floor.
Mr. FRIEDMAN. Thank you, Mr. Chairman.
Good morning to you, Mr. Chairman and members of the sub-

committee. I am pleased to be here at your request to testify on the
major performance and management challenges facing the Depart-
ment of Energy. These challenges, which were reported in our No-
vember 2000, special report and actually are before you on the
chart that you can see, are the startup of the National Nuclear Se-
curity Administration contract administration, energy supply and
demand technology, environmental remediation, human capital, in-
formation technology, infrastructure, property controls and asset
inventories, safety and health, and security.

Progress in resolving these issues is dependent in large measure
on whether the Department effectively implements the Government
Performance and Results Act. The Office of Inspector General con-
tinues to focus attention on the Department’s performance meas-
ures and results.

I’d like to summarize my full statement, Mr. Chairman, by focus-
ing on five of the challenge areas—startup of the NNSA, infrastruc-
ture, security, contract administration, and human capital.

First, I’d like to address the startup of the NNSA. As with the
establishment of any organization, the NNSA faces a number of
significant challenges. These include logistical and organizational
issues and human capital concerns. The NNSA also faces a number
of major policy issues. For example, it is responsible, as you are
well aware, for the stewardship of the Nation’s nuclear stockpile
and for reducing the threat of nuclear proliferation and terrorism.

In addition, the NNSA will need to address many of the other de-
partmental challenges that my office has identified. This is particu-
larly true of the second challenge I will discuss, the nuclear weap-
ons infrastructure.

For several years the Office of Inspector General has reported
that the condition of the Department’s infrastructure is inadequate
and is, in fact, deteriorating at an alarming pace. The nuclear
weapons production infrastructure is a case in point. According to
the Department’s own estimates, it will need between $5 and $8
billion over the current budgeted amount to address the deteriorat-
ing infrastructure of the weapons production plants. The Depart-
ment and NNSA must act swiftly to counter the effects of deferred
maintenance and the loss of certain critical manufacturing capabili-
ties.

The third challenge I would like to discuss is security. Previous
reviews by the Office of Inspector General, the Congress, and oth-
ers have identified weaknesses in the Department’s security pro-
gram. For example, we have found that security ratings were
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changed without documented rationale, computers were not always
sanitized prior to disposal, and weaknesses existed that increased
the risk that unclassified computer networks could be damaged by
malicious attack. Lapses in security were also frequently cited dur-
ing the debate leading to the NNSA’s creation.

Contract administration also continues to be a major challenge to
the Department. In short, we have concluded that many of the De-
partment’s contract reform goals have yet to be achieved. For ex-
ample, while performance incentives have been included in most
Department contracts, Office of Inspector General reviews have dis-
closed systemic weaknesses in the way these incentives have been
administered.

Further, while contractor fees have risen dramatically, there has
not been a commensurate increase in the financial risk and ac-
countability of the Department’s major contractors.

An integral part of contract administration is project manage-
ment. My office has issued many reports that have been critical of
the Department’s planning, justification, and management of its
major projects. Cost overruns, schedule delays, and other manage-
ment problems have plagued Department projects, including the
$47 billion tank waste project at Hanford and the National Ignition
Facility at the Lawrence Livermore National Laboratory, which is
now projected to cost in excess of $3.5 billion.

Finally, the Department faces a number of human capital issues.
Since 1995, the Department has reduced Federal staff significantly
through reductions in force, buy-outs, attrition, and a hiring mora-
torium. The staff eligible for retirement today has nearly doubled
in the last 5 years. By the year 2005, 34 percent of today’s Federal
staff will be eligible to retire, and the Department’s major contrac-
tors—specifically those dealing in the nuclear arena and the De-
fense complex—are experiencing similar and in some cases more
severe losses. Many of those retiring take with them technical and
scientific knowledge that is not easily replaced.

The Department and NNSA must take aggressive action to en-
sure that it maintains the technical, scientific, and management re-
sources it needs to meet its critical mission requirements.

I want to inform you the Department has made progress in some
areas. These include integrating research and development activi-
ties, commencing operations at the waste isolation pilot plant, and
improving financial reporting of environmental liabilities. However,
a great deal more needs to be done. In this regard, Secretary Abra-
ham and General Gordon have asked me to provide regular brief-
ings on the progress made in addressing the challenge areas.

Mr. Chairman and members of the subcommittee, this concludes
my statement. I would be pleased to answer any questions that you
may have.

Mr. SHAYS. Thank you very much.
[The prepared statement of Mr. Friedman follows:]
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Mr. SHAYS. Let me first welcome Mr. Kucinich. I don’t know if
you have any opening statement you want to make?

Mr. KUCINICH. Just include it in the record.
Mr. SHAYS. OK. We will include it in the record, and I’ll start us

out.
Basically, let me just start with you, Mr. Friedman. I’d like to

know—and I am going to ask the same question of you, Mr.
Lieberman, as well. I’d like—you both have been very helpful in
outlining some key issues. I’d like to know the most serious prob-
lem that faces the Department. I’d like to know the least-serious
on the list that you have given in your full statement. I also ulti-
mately would like to know—and I’ll jump back to them and remind
you when I’m asking you—the easiest to address, the hardest to
address, and the one that has been there the longest.

What’s the most serious problem, Mr. Friedman, that you think
needs to be addressed?

Mr. FRIEDMAN. Well, that’s a difficult question, Mr. Chairman,
but I think human capital may well be the most difficult problem.
You can’t address all the others unless you have the right people
in place to take the appropriate corrective actions and to move for-
ward into the future, so my quick answer to you would be that
human capital is the most serious problem.

Mr. SHAYS. And you’ve given us 10 in your full statement of
problems to deal with. What is the least-serious problem of these?

Mr. FRIEDMAN. I suppose property controls and asset inventories.
Mr. SHAYS. What would be the easiest to address?
Mr. FRIEDMAN. Well, I think, actually, all of them are significant

challenges or they wouldn’t be on the list, but I think the easiest
to address are the ones that can be addressed in the shortest pe-
riod of time—probably deal with contract administration.

Mr. SHAYS. In other words, the one if they just put their mind
to it they could get it done.

Mr. FRIEDMAN. I think contract administration could be ad-
dressed quite easily.

Mr. SHAYS. And it could be done in the shortest period of time?
Mr. FRIEDMAN. That’s correct.
Mr. SHAYS. OK. And, again, you said the hardest to address is

what?
Mr. FRIEDMAN. Well, the hardest—let me state it differently. I

think the most significant challenge in this certain in part falls
within the purview of this committee—deals with the environ-
mental remediation of the former weapons sites.

As you may be aware, Mr. Chairman, right now the unfunded li-
ability in the Department’s books for environmental cleanup is
$230 billion, and that is to be a project the likes of which have
never been seen in the free world or in any part of the world, for
that matter.

I think over time—it is a 60 to 70-year project, so that is going
to be the longest-term project that we face.

Mr. SHAYS. How many years?
Mr. FRIEDMAN. 60 to 70.
Mr. SHAYS. Why that long?
Mr. FRIEDMAN. Well, these are some of the most technologically

challenging sites to clean up. The stuff is very hazardous. It is very
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difficult. The technology is not always there. It is a major project,
and funding is a function, as well. I mean, we couldn’t spend that
kind of money——

Mr. SHAYS. Are these dangerous sites?
Mr. FRIEDMAN. Absolutely yes.
Mr. SHAYS. I’m going to do something here. I want counsel to ex-

plain to the committee what our jurisdiction is as it relates, be-
cause we’re hearing basically overall—you know, our jurisdiction
basically is what, as it relates to Department of Energy?

The COUNSEL. The Department of Energy is military nuclear pro-
grams and the civilian support offices that engage with the nuclear
safety—military security programs.

Mr. SHAYS. In other words——
The COUNSEL. And the laboratories.
Mr. SHAYS. Anything else?
The COUNSEL. That’s it.
Mr. SHAYS. OK. The bottom line for us, we asked for that juris-

diction given national defense concerns and so on, and our concerns
with the fact that we oversee the intelligence community and we
oversee terrorism.

You said the problem has been there for years. If we went back
20 years, we would have seen this as a problem if Inspectors Gen-
eral had written reports on it?

Mr. FRIEDMAN. Well, the environmental remediation problem——
Mr. SHAYS. Will go out in years, but what——
Mr. FRIEDMAN. But it basically started 60 years ago with the

Manhattan project.
Mr. SHAYS. Fair enough.
I’d like to ask the same round of questions to Mr. Lieberman,

and then I’m going to yield to Mr. Kucinich—not yield, give him
the floor.

Most serious problem facing DOD? You understand why I let you
go second, don’t you? It is a little bigger here.

Mr. LIEBERMAN. I do, Mr. Chairman.
Mr. SHAYS. So I gave you plenty of time.
Mr. LIEBERMAN. All I can say is——
Mr. SHAYS. Don’t look so surprised. [Laughter.]
Mr. LIEBERMAN. I hope the rest of your questions aren’t as tough

as the first one.
Mr. SHAYS. OK. We can take—which one has been around the

longest? We can go backward?
Mr. LIEBERMAN. I believe that the inability to provide good finan-

cial information to managers has been around for at least 25 years.
Mr. SHAYS. It’s such a mammoth Department. It has just been

hard to get a handle on information systems, financial?
Mr. LIEBERMAN. Yes. And I think there was a trend that goes

very far back—as a matter of fact, probably 25 years is conserv-
ative. And that trend was that financial reporting was considered
a control mechanism strictly to make sure that people did on the
spend more money than they were authorized to spend.

Mr. SHAYS. OK.
Mr. LIEBERMAN. And that was fine. That’s a legitimate goal for

financial managers. Unfortunately, the idea of capturing costs and
providing timely financial management information for managers
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to use in decisionmaking, in comparing the costs of different alter-
native ways of doing business, got lost many, many years ago and
Defense spent millions of dollars designing several hundred finan-
cial reporting systems back in the 1960’s and 1970’s, none of which
provided that kind of cost information.

Mr. SHAYS. OK. Let me ask you, what is the hardest or easiest
problem to address—again, whichever one you want to do first.

Mr. LIEBERMAN. The easiest is probably the infrastructure prob-
lem, simply because that is a money problem.

Mr. SHAYS. OK.
Mr. LIEBERMAN. And we know how to do base closures. All we

need is authorization to do them.
Mr. SHAYS. OK. And the hardest?
Mr. LIEBERMAN. The hardest—I think is a very close race. I do

think that the financial management situation is not going to be
fixed unless a completely different mindset takes hold within the
Department, and that may well happen with the new administra-
tion that is looking very hard at this particular question.

Mr. SHAYS. What would be the other one that is close first?
Mr. LIEBERMAN. The Department’s inability to acquire useful in-

formation systems, no matter what their purpose is.
Mr. SHAYS. OK. And the most serious problem facing the Depart-

ment?
Mr. LIEBERMAN. I think the decline in military readiness is the

most urgent problem.
Mr. SHAYS. And the least-serious problem? I mean, not that it is

not a problem, but——
Mr. LIEBERMAN. Well, I think the infrastructure situation is bad.

It gets worse every year. But it is tolerable.
Mr. SHAYS. OK.
Mr. LIEBERMAN. It is painful and it is a morale depressor, but

you can live with that.
Mr. SHAYS. Thank you.
Let me do this. Let me recognize Mr. Kucinich. I do want to wel-

come Butch Otter from Idaho. Nice to have you here, and we’ll get
to your questions as soon as Mr. Kucinich is finished.

Mr. OTTER. Thank you.
Mr. KUCINICH. Thank you very much.
Good morning, Mr. Chairman. Good morning to our witnesses.
One of the concerns that I have in reviewing areas that relate

to NNSA is the area of Presidential policy directives. Mr. Fried-
man, are you charged with oversight to see if Presidential policy
directives are, in fact, being followed with respect to the prolifera-
tion or non-proliferation initiatives?

Mr. FRIEDMAN. Well, that is within our area of interest, yes.
Mr. KUCINICH. And are you familiar with Presidential Decision

Directive 60?
Mr. FRIEDMAN. I am not.
Mr. KUCINICH. You’re not? I’m very interested in whether or not

that policy directive is being followed, and also the work that your
office does with respect to monitoring the stability of systems which
puts thousands of nuclear missiles on alert.
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Now, do you—what kind of control do you have in a situation
where we have intercontinental ballistic missiles that are on a
ready alert status? What is your work in connection with that?

Mr. FRIEDMAN. Well, to the extent the Department of Energy is
involved, Mr. Kucinich, and as a role in implementation or execu-
tion of a particular Presidential decision directive, it would not be
unusual for the Inspectors General to take a look to review the im-
plementation and see what steps are being taken. I’m just not fa-
miliar with PDD 60.

To give you one example, we recently completed a review of Pres-
idential Decision Directive 63, which deals with the critical infra-
structure. So it is not unusual to do this; I’m just not familiar with
No. 60.

Mr. KUCINICH. OK.
Mr. FRIEDMAN. And I couldn’t obviously speak to the role of the

Department of Energy in implementation of that particular PDD.
Mr. KUCINICH. But you can speak to oversight in connection with

NNSA?
Mr. FRIEDMAN. Yes.
Mr. KUCINICH. In your testimony, I believe you mentioned that

among the major policy issues which confront NNSA is reducing
the threat of nuclear proliferation and nuclear terrorism by helping
to upgrade physical protection and material control and accounting
system in nuclear facilities in the states of the former Soviet
Union.

Mr. FRIEDMAN. Right.
Mr. KUCINICH. Do you have teams which go to those states on

a regular basis and are involved in inspection?
Mr. FRIEDMAN. Well, the last review we did of that program was

about a 11⁄2 or 2 years ago, and we found weaknesses in the way
the program was being implemented in the fact that all of the
money that was being appropriated by the Congress was not
achieving what we thought were the goals of the Congress when
the money was appropriated.

Mr. KUCINICH. Are the weaknesses in effect oversight weak-
nesses, or are they weaknesses in the way the programs are being
managed? Are they weaknesses in the sense of we’re not seeing an
effective diminishment of the role of nuclear weapons in these
former states?

Mr. FRIEDMAN. No. If I recall correctly, really there were three
or four components. One was that the government at the time was
siphoning off tax money from the money that was being appro-
priated, which reduced the amount of money that was actually
achieving the goal for which the program was established.

Second, the U.S. Government Federal oversight of the work that
was being done, the management of the work that was being done
was inadequate.

But we thought there was progress being made in a general
sense.

Mr. KUCINICH. So do you then, in connection with the work in
the former Soviet states, help to keep track of the weapons, them-
selves?
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Mr. FRIEDMAN. We do not. No. To the extent that the U.S. Gov-
ernment and the Department of Energy is involved in that process,
we would review the actions from time to time of——

Mr. KUCINICH. Storage of such materials?
Mr. FRIEDMAN. It includes storage. The basic program was de-

signed to ensure that nuclear devices that were in those states
were protected from terrorist or rogue states obtaining them as an
anti-terrorism move around the world.

Mr. KUCINICH. Now, does your directive include chemical and bi-
ological weapons?

Mr. FRIEDMAN. It does.
Mr. KUCINICH. Do you have anything to say about that? I guess

that could wait until the next——
Mr. SHAYS. You can continue.
Mr. KUCINICH. OK. I had a discussion with the former Russian

premier, Serge Kurienko, recently. He is now Governor of one of
the largest areas in the old Soviet Union, in Russia. He was ex-
pressing to me concern about the condition of 40,000 tons of chemi-
cal weapons which exist in Russia which present, as he called it,
the potential for a world ecological disaster. He has asked for at-
tention to be paid to this, and I wondered if, you know—and since
Russia has these large stockpiles of chemical and biological weap-
ons materials, what is being done with respect to the policy of the
United States in trying to re-engage Russia and assist them in an
effective disposition of these chemical weapons?

Mr. FRIEDMAN. Mr. Kucinich, I misunderstood your question and
I didn’t answer appropriately, so let me clarify what I intended to
say.

The Department of Energy, to the best of my knowledge, does not
have responsibility for overseeing or participating with the Russian
program.

Mr. KUCINICH. OK.
Mr. FRIEDMAN. What we do, though, through our Defense labs

and other labs, is undertake for the Department of Defense and
others a comprehensive program to work with biological select
agents, including anthrax and others, to find ways to detect it be-
fore it is used and to prevent its use and to treat soldiers in the
field, or whatever the case might be, in the event it is used.

Mr. KUCINICH. OK.
Mr. FRIEDMAN. And we have looked at that within the last 2

years.
Mr. KUCINICH. OK. I will save that for another hearing, then.
Mr. Lieberman, we’ve heard some of the record associated with

the Department of Defense’s financial management, much of it put
forth by your own Department, and last week we heard Mr. Walker
of the GAO give the Department of Defense a failing grade in
terms of financial management and indicated that they’re probably
worse than any other agency in this regard.

What is your assessment of those—of the financial management
and inventory practices?

Mr. LIEBERMAN. I believe there are profound problems in the fi-
nancial management area, not only with financial reporting but, as
I said, with providing useful decisionmaking information, which in-
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cludes inventory information, to those people who need to manage
our supply chain.

Mr. KUCINICH. One of the things that Mr. Walker said that I
thought was noteworthy was he said that the Department of De-
fense’s strategic plan ‘‘is not tied to desired mission outcomes.’’
Would you agree with that?

Mr. LIEBERMAN. We’ve not really looked at that. I am aware of
a very extensive set of performance measures and goals that De-
fense has put into place in response to the Results Act. GAO has
criticized that list of measures for the last few years, but the IG
has really not been involved in it.

Mr. KUCINICH. OK. You also indicated that the Department of
Defense ‘‘Employs overly optimistic planning assumptions in its
budget formulation; thus, all too frequently has too many programs
for the available dollars, and tough decisions in tradeoffs between
needs and wants are avoided.’’

Would you agree or disagree with that statement?
Mr. LIEBERMAN. Well, it is a sweeping statement, but I think I

would basically agree that there are too many programs chasing
too few dollars.

Mr. KUCINICH. Right. Well, what he told us then is that the Pen-
tagon—and these are points that were made—not only doesn’t fully
know what it buys with its money, and where those purchases are,
but also assumes it has as much money to spend on whatever it
wants without considering what it needs to fulfill its mission.

That was, in essence, what I got out of that hearing, Mr. Chair-
man.

I just wondered if you would have any comment on that possibil-
ity.

Mr. LIEBERMAN. I don’t quite understand the last part of that
formulation. Did he say that Defense assumes it has enough money
to do anything?

Mr. KUCINICH. Well, I’m making an interpretation that it has as
much money to spend on whatever it wants. That is kind of an as-
sumption. There seems to be very little control there in terms of
standard budgeting practices, and their wants seem to propel far
ahead of what the needs of any particular department might be.

Mr. LIEBERMAN. Well, I wouldn’t go quite that far. Defense does
have a very sophisticated, complicated budget formulation system,
and the Congress intensively reviews proposed Defense budgets, at
least as intensively as it reviews any other department’s proposed
budgets annually.

Projecting Defense requirements is not an easy business, and it
is true that the military services are constantly pushing for more-
advanced technology. I don’t think it—it’s certainly not fair to say
that Defense assumes that it is always going to get enough money
to catch up with whatever requirements it postulates. On the con-
trary, a lot of the inefficient behavior I think we see in program
execution is caused by chronic under-funding—that is, too many
programs chasing too few dollars—and therefore you get a lot of
programs being run, for instance, at inefficient production rates be-
cause they are not fully funded.

I think that the ongoing review of the basic assumptions about
what we need to buy is going to straighten out a lot of the current

VerDate 11-MAY-2000 09:51 Apr 12, 2002 Jkt 000000 PO 00000 Frm 00061 Fmt 6633 Sfmt 6633 C:\DOCS\77881.TXT HGOVREF1 PsN: HGOVREF1



58

imbalance here between stated requirements and what is actually
program.

Mr. SHAYS. Thank you. Thank you, Mr. Chairman.
If we have another round, I’d like to get back into some of these

accounting questions. Thank you.
Mr. SHAYS. OK. Thank you.
Butch Otter, you have the floor.
Mr. OTTER. Thank you, Mr. Chairman.
I apologize for not being here for both of your formal remarks,

but I have had a chance to scan them. I just have a couple of ques-
tions, and I think most of them are relative to national policy rath-
er than any specifics. But it concerns me, reflecting back on Mr.
Friedman—you mentioned the Manhattan project. One of the
greatest failures of an otherwise successful program, the Manhat-
tan project, was that, while everybody was enthusiastic and very
aggressively working to make sure that Manhattan project worked
and was successful, nobody was working on the circumstances of
what would happen if it was successful, and so consequently we
ended up in a cold war for a long, long time because we failed to
control and failed to understand the aspects and the costs of stand-
down of that same project.

It seems to me that we really lack any kind of institutional mem-
ory and institutional discipline for some of that, because I take a
look at some of the nuclear power plants that were begun and
built, never operated, shut down, cost a lot of money, still costing
a lot of money. I know up in my country in the Pacific Northwest
we built one that never got started. It never started up and still
had billions of dollars price tag on it.

When we put the economy at risk, I think we risk the national
security.

I’m wondering if we are developing, along with the aspects of—
it seems now we have a very enthusiastic time to develop a na-
tional energy policy and what it means to the economy, what it
means to national security, what it means to our lifestyle and our
values system.

Are we also in the process of that, Mr. Friedman, in developing
a national energy policy? Do we have the capacity to also measure
the stand-down costs and the costs of what if our national energy
policy works, No. 1?

And, No. 2, when we have these problems of shutting these facili-
ties down and scrapping them, it seems like the largest and long-
term cost of cleaning them up, whether it be through EPA’s Super-
fund sites or stockpiling of strategic and dangerous materials, what
happens to those costs, as well?

I know that is kind of a general cornucopia of problems, but I’d
like you to speak to the national policy of standing down our stra-
tegic energy requirements some day.

Mr. FRIEDMAN. Well, I want to give you as precise a response as
I possibly can. Our responsibility in terms of the Department’s re-
sponsibility, I should say—and I’m not here speaking for the De-
partment, per se—the Department’s responsibility with regard to
the commercial nuclear plants—and I assume that’s what you are
referring to, at least in part—clearly is to ultimately accept the
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waste from those plants at Yucca Mountain in Nevada or at some
other site hopefully at some point in the future.

With regard to the—my area of expertise, if you will, deals more
directly with the nuclear facilities that were created as part of the
weapons program and the stand-down associated with those plants.
But I do have some personal views about the overall process. And
I hope I am being responsive to your question.

Mr. OTTER. Yes, you are.
Mr. FRIEDMAN. Right now, as I understand the numbers, we de-

pend upon nuclear energy for about 20 percent of our electricity
needs. That number may be not quite right, but it is pretty darned
close. And those plants clearly are—there is a trend that they are
going offline because of age.

One of the issues that I understand that is being addressed
under the task force that the Vice President is heading is how do
we fill the gap, the void that exists when those plants do, in fact—
when they are, in fact, shut down and we have a shortage of elec-
tricity as a result of that power plant not being in existence.

So I think that, as I understand the charge from the President
to the Vice President and what the Vice President has done with
regard to the Department of Energy is to address broadly all of the
issues that exist, both in terms of fossil fuels and nuclear and the
rest, and what will happen as we move forward into the future.

I don’t know if that is responsive to your question. I hope so.
Mr. OTTER. I think that is responsive to my question, Mr. Fried-

man.
I guess I have one followup right now. Is there any way—scrap

that. How many production plants, nuclear power plants, do we
have shut down today, not as a result of antiquated technology and
exhausting their productive capacity, but for any other reason
other than the plant is no longer able to produce energy? How
many megawatts of electricity?

Mr. Friedman. On the commercial side?
Mr. Otter. Yes.
Mr. Friedman. I really don’t have the answer to that.
Mr. Otter. Who would have the answer to that? Is that an impor-

tant answer for you to know?
Mr. Friedman. Oh, absolutely. Well, it’s an important answer in

the interest of public policy. It’s an important question to ask and
it’s an important answer to know. That information is absolutely
critical, and should be critical, I think, to the Vice President’s task
force.

Mr. Otter. Wouldn’t you agree that the general comfort of the
population is also in the interest of national security, and the com-
fort that they would have with a potential energy supply, or lack
of same?

Mr. Friedman. Well, absolutely.
Let me give you one statistic that is not on the nuclear side. Our

daily consumption of petroleum in this country is in the neighbor-
hood of 17 million barrels a day, or 18 million barrels a day. And
worldwide demand is about 70 million to 71 million barrels a day.

So you can see that, in terms of the security of this country, the
financial strength of the country, the way of living in this Nation,
energy policy is absolutely critical in terms of the disproportionate
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amount of worldwide supply that we utilize in this country to sus-
tain our economic strength and our ability, if you will.

Mr. Otter. OK.
Mr. Lieberman, the same question relative to the stand-down as-

pects. Have we got somebody working on what happens if our na-
tional defense policy does work?

You know, you talked about shutting down some of the defense
plants, whether it’s a base or whatever. Do we have a life expect-
ancy? You know, in the private sector—I come from the private sec-
tor—when I build a potato french fry plant that produced 350 mil-
lion pounds a year, I knew exactly how long the life of that plant
was going to last. I knew exactly at what point I’ve got to quit add-
ing equipment and just shut it down and order the tombstone. Do
you do the same thing with our national defense plants?

Mr. Lieberman. As far as industrial facilities are concerned, most
of that is private sector now. The old arsenal system was basically
dismantled after World War II. There are still a few naval ship-
yards and Defense facilities that do maintenance and things like
that.

I would say that on the average, nowadays the physical plant,
age-wise, is far beyond whatever projections would have been made
originally. It’s very over-aged. The average of any building on a
DOD base, whether it be a barracks, a mess hall or whatever, is
over 40 years. Many of these facilities are antiquated. And there
really is no systematic replacement policy, such as you would find
in the private sector.

Mr. Otter. Should there be?
Mr. Lieberman. Yes, I think so, but that is a concept that is very

hard to implement in practice.
Mr. Otter. Mr. Chairman, is my time up? No?
Let me just ask you one question. Relative to some stuff that you

said before, that you’ve got too many project demands and, I under-
stand, many of those are congressionally inspired, many of those
are beyond your scope. I’m the new kid on the block here, but I still
understand that.

If, indeed, you had a life expectancy of every program that you
put into place, and the cost of taking it out of production, private
sector today, many antiquated plants, any energy inefficient, people
inefficient, regulation inefficient—are kept going because they have
with them a historical right to produce. And to open a new plant,
you may not get the permits to produce.

So is the Department of Defense in that same trap, between
shutting down an old project and getting permission to start a new
one, and so subsequently we run terribly inefficient, cost-ineffective
operations?

Mr. Lieberman. Generally, yes. If you look at the base structure,
the Department’s own studies say that we have, like, 23 percent
excess capacity. The same thing holds true for industrial capacity.

In the aerospace industry or whatever, we are paying contractors
their overhead costs for maintaining facilities that we don’t really
need at the present time.

But it’s very difficult to shut things down. To shut a base, we
need to have special authorization from Congress, the base closure
process, which is very painful. The department has put forward a
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request with this year’s budget for another round of base closures.
And certainly, there is not universal consensus that’s going to hap-
pen, because nobody wants their base closed in their state or their
district. Everybody says, ‘‘Yes, you should reduce the number of
bases, but don’t close mine.’’ So, it is difficult.

And also, when we field weapons systems, if we’re talking about
capital equipment, who would have ever thought the B–52s would
still be flying today? I read an article just the other day about me-
chanics working on Navy F–14 Tomcat fighters that are 29 years
old. They’re older than the mechanics. Originally when that system
was fielded, no one ever imagined that those airframes would be
called upon to still be in service after they’re, say, 20 years old.

But that’s the name of the game nowadays is to deal with sys-
tems and facilities that are clearly over-aged and very maintenance
intensive, very costly to operate. That F–14 requires 40 hours of
maintenance team work for each hour that it flies, and it eats up
spare parts at a horrendous rate.

Mr. SHAYS. Let me use that to go to my question.
Your statement on page 6, Mr. Lieberman, you say, ‘‘Despite

some successes and continued promises from ongoing reforms, the
business of creating and sustaining the world’s most powerful mili-
tary force remains expensive and vulnerable to fraud, waste, and
mismanagement.’’ And this is the point I’m interested in—‘‘in fiscal
year 2000, the DOD bought about $150 billion in goods and serv-
ices, with $15 million purchasing actions.’’ Excuse me, this is the
part—‘‘The Department currently is attempting to stretch its acqui-
sition budget across 71 major programs, at an estimated cost of
$782 billion, and 1,223 smaller programs worth $632 billion.’’ That
adds up to $1.4 trillion. Over what period of time is that looking
to be spent?

Mr. LIEBERMAN. In some cases that would stretch out 8, 10 years
into the future for a large system with a very long production life.

Mr. SHAYS. Are we over budget, based on that number? In other
words, given the budget we have today, I mean, is that just—is
that like a balloon that just doesn’t have the money to pay for it?

Mr. LIEBERMAN. Those are costs that may or may not ultimately
get funded, depending on how much money Congress appropriates
for procurement in the future.

Mr. SHAYS. Well, what I’m going to ask you to do, I want to know
how over-subscribed are we, you know, using this last sentence
with the 71 programs and 1,223 programs. My understanding is
that we are billions and billions of dollars over-subscribed, given
that—you know, if you were just to add the cost of living to the
programs for the budget that we would add each year, if we did
that for the next 10 years how much more would we need to pay
this? We have about $60 billion a year, I think what we do. So
that’s $600 billion over 10 years. And yet you’re saying we have
$1.4 trillion. Is that correct?

Mr. LIEBERMAN. Well, $60 billion is increasing. That’s in future
years. Even in your terms of future years it would be more than
that.

Mr. SHAYS. So if you do $60 billion and you add cost of living
each year—I mean, in other words, the budget basically rises by
the—should, ideally, unless we’re just looking to expand.
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Mr. LIEBERMAN. Well, but, Mr. Chairman, there have been real
increases above inflation in——

Mr. SHAYS. Well, I know there have.
Mr. LIEBERMAN [continuing]. The procurement budgets for——
Mr. SHAYS. And we’ll go bankrupt if that continues. I mean, the

fact that it has happened can’t keep the—I mean, I could make the
same argument and say we haven’t had proper accounting in the
Department of Defense for years, so that doesn’t mean I want to
have it continue. I don’t want to see us keep adding well beyond
the cost of living every year to any budget, as a general rule.

But you have answered my question. If I took and factored in a
cost of living to $60 billion, you’re telling me that in the next 10
years we’d need $1.4 trillion to do all these programs.

Let me ask you, is that a 10-year? Over 10 years is that accu-
rate?

Mr. LIEBERMAN. Ten years is just a guess.
Mr. SHAYS. OK.
Mr. LIEBERMAN. I would imagine a few——
Mr. SHAYS. Let’s do this.
Mr. LIEBERMAN [continuing]. Of those programs——
Mr. SHAYS. I don’t need the answer today, but that’s a project I’m

interested in. I’m requesting that you give us a sense of, given all
the different programs that are on the books and anticipating one
or two that are going to be coming, what would we need to fund
them over a cycle that makes sense, not stretched out so they be-
come even more expensive. Well, either way.

Let me just ask you, what did you mean by ‘‘logistics death spi-
ral’’, that’s very catchy phrase?

Mr. LIEBERMAN. It is, and the former Under Secretary of Defense
for Acquisition, Technology and Logistics coined that phrase. I
didn’t.

Mr. SHAYS. What does it mean?
Mr. LIEBERMAN. It means that the equipment that we have in

the hands of the forces right now is becoming more and more costly
to maintain, harder to maintain, breaks more often, is more frus-
trating for the mechanics to deal with, and these logistics costs are
steadily rising, which is unfortunate because the Department needs
to save money in the logistics area so that it can apply those sav-
ings to modernization of the equipment, buying new equipment.

So we’re caught in a trap. In order to maintain what we have out
there in operational status, we have to spend an awful lot of
money; therefore, we can’t afford to replace it with new equipment.

The new equipment always costs more than the old equipment.
In the case of aircraft, for example, several times more. That’s——

Mr. SHAYS. I understand. What are the most significant open Of-
fice of Inspector General recommendations DOD has not ad-
dressed?

Mr. LIEBERMAN. I’d like to go back and think about that a bit,
Mr. Chairman, and give you a list.

Mr. SHAYS. Yes. That’s important to us. If you’ve made rec-
ommendations that are being ignored or they haven’t made any
progress, we’d like to know.
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Mr. LIEBERMAN. We did provide a list of some of those in our De-
cember 1st letter to the congressional leadership, but that’s a few
months out of date, so I want to update it.

Mr. SHAYS. Why don’t you. So you’ll followup on that?
Mr. LIEBERMAN. Yes, sir.
Mr. SHAYS. Mr. Kucinich. And then we’ll get to the next panel.
Mr. KUCINICH. Thank you very much, Mr. Chairman.
As the chairman was speaking, I was handed a page out of the

December IG report, which says, ‘‘There needs to be a far-reaching
re-balancing of acquisition programs to match available funding.
That sounds like a modest statement. And it also goes on to say
that, ‘‘We reported in June 2000, that, of 17 major weapons acquisi-
tion programs approved, the key development milestones between
March 1996, and July 1999, 14 programs lacked clearly defined
open system design objectives of strategy for achieving such objec-
tives.’’ That’s the IG report. That seems to coincide with what Mr.
Walker said before this committee, this subcommittee, last week.

Now, because I understand that GAO and the IG office have dis-
tinct missions, and sometimes you don’t always—you may work
parallel, but you don’t always know what each other is doing, I
wanted to share with you some of the observations that he made
that may reflect, Mr. Chairman, on the issue of a logistics death
spiral, because he said, ‘‘For example—’’ and this is a direct
quote—‘‘in the logistics area they may have the item. They may not
know where it is or they may not know how many they have. Now,
what’s the result of that? They may order it when they don’t need
it. They may not be able to access it when they need it for oper-
ational purposes. We’re not talking about small sums of money;
we’re talking about significant sums of money here. With regard to
financial management, it is a basic tenet of accountability. The De-
partment of Defense is provided over $300 billion a year. That’s
taxpayer money. There needs to be accountability over the use of
that money, and there is a fundamental problem at DOD with re-
gard to that.’’

He also went on to state something that I think needs to be re-
viewed, and that is with respect to the accounting system, itself,
and how it is very difficult to be able to keep track of the equip-
ment, and also that it is very difficult to be able to keep track of
$1 out of every $3.

He showed us an accounting schematic which was fairly incom-
prehensible, and he talked about how the Department of Defense
could not match $22 billion worth of expenditures to the items they
purchased.

He talked about how the Navy had no financial information on
$7.8 billion of inventory aboard ships and that it wrote up as lost
$3 billion worth of in-transit inventory.

He also mentioned that in May 2000 a GAO report found that
the DOD had nearly $37 billion of equipment it didn’t need. In
March 2000, the DOD Inspectors General reported that, of $6.9
trillion in Pentagon accounting entries, $2.3 trillion were not sup-
ported by enough evidence to determine their validity.

Now, sir, respectfully, that doesn’t square. Those reports do not
square with statements that suggest that the Department of De-
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fense just needs more money to handle all the programs that it
has.

Mr. LIEBERMAN. I’ve never made such a statement. I hope noth-
ing I have said has been interpreted as saying all the Department
needs is more money.

The Comptroller General’s particulars there draw heavily from
our reports. And I do agree, in general, with the GAO testimony.

In the list of the top 10 problems that I just ran down, I in-
cluded, for example, not only financial management, but supply in-
ventory management. When I talk about poor supply chain man-
agement, I’m talking about not knowing what we have where and
not getting it to whoever needs it in an efficient manner.

There has been a chronic problem for years in keeping track of
the many millions of different types of parts and supplies that De-
fense uses. We’re not talking about a small operation that only has
a few hundred different types of inventory items; we’re talking
about many millions of just spare parts, many million different
kinds of items. It is a tough problem, and Defense has a long way
to go.

You are absolutely right. For instance, inventory accuracy is a
serious problem.

Mr. KUCINICH. Mr. Chairman, is that——
Mr. SHAYS. That’s it. We have two——
Mr. KUCINICH. OK. I just had one final comment, if I may.
According to information staff has provided, it says that the De-

partment of Defense has ignored the Inspectors General based on
recommendations and completed recommendations, that your rec-
ommendations are ignored about 82 percent of the time.

Mr. LIEBERMAN. That’s absolutely wrong.
Mr. KUCINICH. What percent of the time are they ignored?
Mr. LIEBERMAN. It’s 4 percent.
Mr. KUCINICH. OK. So then if they are ignoring it only 4 percent

of the time, how do you end up with not being able to keep track
of $1 out of every $3? That’s my question.

Thank you, Mr. Chairman.
Mr. SHAYS. The answer to the question is that some are bigger

than others. Some are much bigger.
Mr. LIEBERMAN. That’s certainly part of it. And also the Depart-

ment agrees to do things that everyone agrees will take a while to
get done. There are not instant fixes to a lot of these problems.

Mr. SHAYS. So, in other words, some are totally ignored and oth-
ers are attempted to be dealt with, but——

Mr. LIEBERMAN. Let me clarify exactly——
Mr. SHAYS. No. I don’t want——
Mr. LIEBERMAN. The 96 percent means they agree with our rec-

ommendation.
Mr. SHAYS. OK.
Mr. LIEBERMAN. And agree to try to implement it. Some of those

are implemented immediately because they are easy. Others take
years because the recommendation may be, for example——

Mr. SHAYS. Let me——
Mr. LIEBERMAN [continuing]. We need a whole new system.
Mr. KUCINICH. Mr. Chairman, I just have, for the record, some

analyses of financial management recommendations and acquisi-
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tion and security concerned recommendations that were made, and
which ones were followed and which ones weren’t.

Thank you, Mr. Chairman.
Mr. SHAYS. Yes. And the bottom line is their financial manage-

ment is worse than bad, and you would acknowledge that. And it
is pretty deplorable that we, as a Congress, haven’t demanded that
they make better progress, and I know that you have been eager
to see that happen.

I’m just going to quickly mention that you did a report on the
blood supply and pointed out that next year over 50 percent of the
blood supply will be over 20 years old and we don’t allow blood over
10 years old in the commercial marketplace, so we obviously have
a double standard there.

The other concern I would just say to you is that, given this com-
mittee’s staff when we were a different committee did a great deal
on the safety of the blood supply. If we’re going back 20 years some
of that could be infected blood supply. I’d just raise a point of con-
cern to you.

Just one last question to you, Mr. Friedman. Why is DOE doing
chemical biological defense research?

Mr. FRIEDMAN. Well, it primarily is part of the non-proliferation
efforts that are within the Department’s mission. It is also doing
a great deal of work under work for other programs for the Depart-
ment of Defense and other Federal agencies.

Mr. SHAYS. So are you saying it’s a Federal mandate, or they just
began——

Mr. FRIEDMAN. No, I wouldn’t say it is a Federal mandate. What
I’m saying is that the Department’s laboratories—the Department
of Energy, Mr. Chairman, does about $6 billion——

Mr. SHAYS. Let me be more blunt.
Mr. FRIEDMAN. Yes?
Mr. SHAYS. Are they being asked to do it in part so we keep

these labs operating? I mean, is this somewhat of a make-work ef-
fort?

Mr. FRIEDMAN. The total amount of money being expended in
this area in biological select agents, as I understand it, is about $7
million a year or $8 million a year. It is an insignificant amount
of the $1 billion a year budgets of the large defense labs, so I don’t
think that’s the case.

Mr. SHAYS. OK.
Well, Mr. Friedman, it is nice to have you here. You are kind of

a new Inspector General to this committee and I appreciate your
being here.

Mr. FRIEDMAN. Thank you very much.
Mr. SHAYS. I know you have other committees to report, as well.
Mr. Lieberman, always good to have you back. We appreciate the

work that both you and your staff do. Thank you.
Mr. LIEBERMAN. Thank you.
Mr. SHAYS. Our next panel is comprised of three Inspectors Gen-

eral: Richard Griffin, Department of Veterans Affairs; Ms. Roberta
Gross, National Aeronautics and Space Administration [NASA];
and Mr. Richard Skinner, Federal Emergency Management Agency
[FEMA].

If you’d come and remain standing we’ll swear you in.
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If you’d raise your right hands.
[Witnesses sworn.]
Mr. SHAYS. Note for the record all three of our witnesses have

responded in the affirmative.
It is very nice to have you here. I think it worked well to have

summaries of your testimony. At least the first two panelists did
it quite well.

So I guess, Mr. Griffin, we’ll start with you.

STATEMENTS OF RICHARD J. GRIFFIN, INSPECTOR GENERAL,
DEPARTMENT OF VETERANS AFFAIRS; ROBERTA L. GROSS,
INSPECTOR GENERAL, NATIONAL AERONAUTICS AND SPACE
ADMINISTRATION; AND RICHARD L. SKINNER, DEPUTY IN-
SPECTOR GENERAL, FEDERAL EMERGENCY MANAGEMENT
AGENCY

Mr. GRIFFIN. Mr. Chairman and members of the
subcommittee——

Mr. SHAYS. Let me just interrupt to say I have a meeting with
the Speaker, so I am going to go out for a little bit and come back.
Mr. Kucinich I will have working the hearing, and then I’m going
to get back in time, I think, to ask some questions, as well. But
please don’t be offended if I leave for a little bit.

Thank you.
Mr. GRIFFIN. Mr. Chairman and members of the subcommittee,

I am pleased to be here today to discuss major performance and
management challenges facing the Department of Veterans Affairs
and to highlight the contributions of the Office of Inspector General
in combating crime, waste, fraud, and abuse in the Department.

Last November I responded to Chairman Burton’s request for the
Office of Inspector General views on the top 10 most serious man-
agement problems in the Department. Today I will discuss and
briefly highlight recent activities of my office, focusing on four of
these issues: quality health care, claims processing, inappropriate
benefit payments, and VA consolidated financial statements.

Monitoring the quality of health care continues to be a top prior-
ity for my organization. To monitor the quality of VA’s evolving
health care delivery system, we developed combined assessment
program reviews in 1999. A CAP review combines the skills and
abilities of our major components to provide collaborative assess-
ments of medical facilities. CAP review findings provide facility
managers recommendations to improve the quality and delivery of
care.

In fiscal year 2000, we completed 18 medical center reviews.
Some of the CAP findings include inadequate staffing in nursing
and pharmacy, lack of secure medication storage, lengthy waiting
times, and patient safety issues. There is a direct correlation be-
tween quality of health care and patient safety. All of these issues
contribute to increased patient risk.

Unfortunately, we have investigated incidents where health care
providers have violated their sacred trust to care for our veterans.
One specific case was the successful investigation and prosecution
of Dr. Michael Swango for the murder of three veterans. Swango
was hired by the State University of New York and worked as a
resident in the Northport VAMC. Following a long and complex in-
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vestigation, Swango was charged with three murders. He subse-
quently pled guilty and was sentenced to three life terms without
the possibility of parole.

While successful criminal prosecutions are critically important,
they reflect only one aspect of our mission. The strategic focus of
our proactive health care reviews is to identify both best practices
and vulnerabilities and to make recommendations for change to
prevent incidents from occurring.

A second issue is claims processing. VBA continues to struggle
with timeliness, accuracy, and quality of claims processing, particu-
larly in the compensation and pension program. VBA faces high
workload backlogs, unacceptable claims form processing times, and
a high error rate.

Now, if we recognize that VBA’s backlog was impacted by legisla-
tion mandating the duty to assist, the presumptive rating for dia-
betes, and an increase in the number of disabilities claimed by each
veteran, which increases the time to adjudicate claims.

With the pressure to improve timeliness and reduce the backlog
of claims, the potential is great for overlooking or ignoring appro-
priate internal controls; however, the purpose of these controls is
to reduce the incidents of waste, fraud, and abuse.

We’ve worked closely with VBA to identify internal control
vulnerabilities. Based on our findings, we have launched an initia-
tive to do reviews of all the VBA regional offices on a cyclical basis.

A third issue involves the need for VBA to take a more active
and aggressive role to identify inappropriate benefits. OIG audits
and investigations have identified situations indicating that the ap-
propriateness of compensation and pension payments is not always
adequately addressed. For example, we have identified $61 million
in over-payments to VA beneficiaries who were receiving dual com-
pensation for compensation and training and drill pay as reserv-
ists; $170 million to incarcerated veterans whose benefits have not
been cut; and to date $3.9 million in benefits that have been paid
to deceased beneficiaries.

On a final note, we recently issued our report on the VA consoli-
dated financial statements for fiscal year 2000. For the second con-
secutive year, the VA has received an unqualified opinion on the
consolidated statement. This year’s report, however, continues to
identify information technology security controls as a material
weakness and adds integrated financial management system and
control issues as a new material weakness.

Mr. Chairman, this concludes my statement. I will be pleased to
respond to any questions you or any other Member may have.

Mr. SHAYS. Thank you.
[The prepared statement of Mr. Griffin follows:]
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Mr. SHAYS. Ms. Gross.
Ms. GROSS. Good morning. Thank you for the opportunity to be

able to comment on the management challenges facing NASA.
Our audits, investigations, and inspections cover the full range

of NASA activities, and that covers exciting, unique programs like
the international space station, to the more mundane but impor-
tant areas of fiscal control and procurement, and, likewise, the key
challenges to NASA’s well-being range from very unique challenges
to get low-cost launch vehicles so that we can explore space and
make it common, like flying across the country, to more common,
everyday tasks that need to be attended to—again, fiscal manage-
ment and procurement.

Today I am going to discuss some of these key management chal-
lenges. The first one I am going to start with is safety. The NASA
administrator correctly established safety as the agency’s No. 1
value. NASA programs work in a very hostile environment of
space—high-speed technology, cutting-edge environments. And in
those high-risk environments, safety does need to be a No. 1 con-
cern.

Many of you probably remember what happened after the ‘‘Chal-
lenger’’ incident. NASA basically shut down operations for 2 years
while it re-examined itself. Safety has to be a priority.

Since 90 percent of NASA’s dollars, or approximately 90 percent
of NASA’s dollars, go to the contracting community, we put a lot
of attention, both from audits, reviews, and investigations, on the
contractor community. One of the things we found was that NASA
was being very proactive in starting affirmative programs for its
future contracts, but did not go back and examine earlier contracts,
which are very large, consolidated contracts going from multi years
and multi million dollars to make sure those contracts had appro-
priate safety clauses and oversight by our safety personnel.

For example, when we looked at a number of contracts at Ken-
nedy Space Station and Marshall, we found something like 60 per-
cent of those contracts did not have required safety provisions in
them.

Now, initially NASA had not concurred with going back and look-
ing at the contracts. They said, ‘‘We’ll look to future contracts.’’ And
the NASA administrator, who set safety as the No. 1 priority, cor-
rectly said, ‘‘We’re going to look at those contracts and prioritize
those.’’

In terms of our Office of Criminal Investigations, we prioritize
safety, also. We look at contracts and we look at quality assurance
issues that have to do with product substitution and false certifi-
cations, and we work with other agencies on those, and U.S. attor-
neys and the Department of Justice also prioritized those safety
implications. Where NASA is at risk because of safety, we vigor-
ously pursue those, as well as the Department of Justice.

The second priority challenge for NASA is information technology
security. It has been a priority for my office. I was the first Inspec-
tor General to have the computer crimes unit. We also have a very
aggressive audit program, as well as inspection group.

It is also a congressional priority—that is, we just recently have
enacted the Government Information Security Reform Act, whereby
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there’s a lot of prioritization put on OMB, heads of agencies, and
CIOs, as well as Inspectors General to prioritize IT security.

One place where we see it doesn’t seem to be such a priority at
all times is at NASA, and so we continuously have placed that as
a high risk material weakness.

There’s often a lot of no-cost, low-cost management techniques
that NASA could use and does not use to help protect its critical
infrastructure, as well as its information techniques.

We have found major problems in fragmented responsibilities.
There’s 10 NASA centers. There’s 10 NASA CIOs. They don’t report
to the agency CIO. So you have people doing things without ac-
countability.

We also have a lack of basic controls to protect mission-critical
information systems, and we have many, many audits on that.

We have problems in hiring and training employees with special-
ized IT skills, including missing background checks when we do
hire people to make sure that, in fact, No. 1, they are Americans,
and, No. 2, if they are not, that they have had a background check.

We find weaknesses in very basic physical security controls—that
is, just the environments. Are doors closed? Are locks implemented?
Are passwords locked? That’s No. 2.

No. 3 challenge is our international agreements. Knowledge and
space have no boundaries, and they both continually expand, and
that’s what is exciting about working at NASA. And international
agreements—NASA has something like 3,500 international agree-
ments—bring a lot of capacity and a lot of opportunities for NASA,
but it also brings some risks in all of how it does business.

For example, if you have critical paths, like with the inter-
national space station, and you are relying on international part-
ners, that can create some problems. We did have cost overruns
and we had delays because of issues associated with Russia and its
internal politics and its ability to have funding for some of the com-
mitments that they made.

We also have found in both our audits and reviews that we have
a lot of foreign visitors, and that is important for NASA. NASA is
a civilian space agency. It has both a national and international
mission. We work with universities. We work with international
companies.

On the other hand, we also have a lot of interesting technology
that needs to be protected, and the NASA administrator has re-
sponsibilities under the Space Act to make sure of protecting na-
tional security interests.

Some of our audits have found that we can do better in foreign
visitors and the security of that and making consistent policies. We
can do better on our export control program.

To NASA’s credit, they have stood up to the plate when we’ve
made these recommendations and pointed these out.

One area of interest, I think, to the committee is we had looked
at funding of some space research. NASA had funded a lot of Rus-
sian space research in order to give some employment to some of
these scientists that were no longer working under the state. We
don’t want them working for other countries doing things that
could be hurtful to our own national security.

VerDate 11-MAY-2000 09:51 Apr 12, 2002 Jkt 000000 PO 00000 Frm 00078 Fmt 6633 Sfmt 6633 C:\DOCS\77881.TXT HGOVREF1 PsN: HGOVREF1



75

One of the projects that was identified was funding for research-
ers associated with labs called Bioprepret. They used to do the bio-
chemical warfare research for Russia. While the State Department
is aware of this—we informed them of that, and one of the things
they recommended is that NASA take vigilance on how we watch
to see that that research is not being used in a dual manner, and
we found that, in fact, we didn’t put enough internal controls in
there. NASA then has concurred that they will be much more vigi-
lant when they give grants to foreign countries, particularly those
that may not have always been aligned with our interests.

Another big issue for NASA, of course, is launch vehicles. Prob-
ably most people’s memory of NASA is the space shuttle going up
in a launch, one of the most dramatic views, I think, that we can
see on television. It got reinforced, I think, by John Glenn’s historic
flight. I think that made Ohio very proud, I’m sure.

Indeed, we renamed the center after Glenn. It is now, instead of
Lewis Center, the Glenn Center.

But one of the problems for NASA is that the space shuttle is
very expensive because it is a human rated system. It is also very
old. I mean, previous comments have been about old systems in the
military. It is well over 25 years, and we are projecting it to go for
another 10 to 12 to 15 years. We need to have cheaper, more acces-
sible access to space, and that’s a major problem for NASA and for
the commercial launch industry.

We’ve had difficulties in some of the technologies applied for ex-
perimental launch vehicles, and that’s a major problem for NASA—
how it does its procurement and its oversight on launch vehicles.

Finally, in terms of program project management, one of the
things I think that is important and is a key project management
indicator is whether we have an independent cost assessment capa-
bility. If you don’t have somebody you can look to as the managers,
not always look to the IG or GAO or Congress, you have got to
have an independent estimation and assessment capability to tell
you whether or not you are being realistic in your cost projection,
in your milestones, whether you are meeting your milestones, and
whether or not you need to reevaluate whether you need to de-
spoke or shut down a project. That’s a major concern.

We’ve done a number of reviews, but we don’t think that NASA
has created truly an independent cost assessment capability, and
that’s a major concern, from our perspective.

I thank you for the opportunity and would welcome any ques-
tions.

Mr. SHAYS. Thank you. Thank you, Ms. Gross.
[The prepared statement of Ms. Gross follows:]
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Mr. SHAYS. Mr. Skinner.
Mr. SKINNER. Thank you. Good morning.
Mr. SHAYS. Good morning.
Mr. SKINNER. I’ve provided this subcommittee with our written

statement for inclusion in the record. I will summarize it briefly
now.

Mr. SHAYS. Thank you.
Mr. SKINNER. Just 8 years ago, Congress actually introduced leg-

islation to abolish FEMA, due, in a large part, to its poor perform-
ance after Hurricane Hugo and Hurricane Andrew. Today, FEMA
is being called a model of Government success. I don’t think anyone
could deny that FEMA has made a remarkable turn-around. With
all its success, however, FEMA is not free of problems.

Earlier this month, FEMA’s financial statement received a clean
opinion from our office. What our report doesn’t show, however, is
that FEMA still does not have the capability or procedures in place
to track its financial status on a routine basis. FEMA needs to
work on keeping track of its appropriations on a regular basis, not
just once a year.

Furthermore, FEMA is not providing the oversight that is needed
to ensure that billions of dollars in grant funds that it awards each
year are being adequately safeguarded; consequently, our audits
continue to find millions of dollars each year that are being mis-
used or wasted.

In the information technology arena, FEMA will be very hard-
pressed to pursue its e-government agenda in the future and pro-
vide adequate security over its cyber-based assets. Currently,
FEMA is very limited, has very limited resources, both staffing and
funding, to invest in new initiatives and new improvements and
new requirements.

Also, as with most Federal agencies, FEMA is having a difficult
time measuring and reporting on its performance, as required by
the Government Performance and Results Act.

Our ongoing audit in this area is revealing that FEMA manage-
ment may not be using the GPRA process as a tool to make deci-
sions, and FEMA staff may not be receiving the support and direc-
tion they need from top management to implement the GPRA.

Now, regarding some program issues, the disaster response and
recovery program has been and continues to be the cornerstone of
FEMA’s operations. Improvements in FEMA’s public image can be
directly attributed to the success of disaster response and recovery
system. With all of its accolades, however, FEMA’s disaster assist-
ance program is constantly being challenged. The number of feder-
ally declared disasters has reached a record high over the past 10
years, making it critical that FEMA find ways to reduce costs,
manage its disaster work force, ensure integrity of its programs,
and improve the delivery of services.

Also, Presidential Decision Directive 39 designates FEMA as the
lead Federal agency for consequence management in domestic ter-
rorism events.

In recent reports and testimony, GAO has reported that domestic
consequence management exercises were not well developed, and
terrorism preparedness training programs are sometimes duplica-
tive and not well coordinated among the various Federal agencies,

VerDate 11-MAY-2000 09:51 Apr 12, 2002 Jkt 000000 PO 00000 Frm 00098 Fmt 6633 Sfmt 6633 C:\DOCS\77881.TXT HGOVREF1 PsN: HGOVREF1



95

including FEMA, with those agencies with the terrorism prepared-
ness responsibilities.

With regards to FEMA’s preparedness overall responsibilities,
FEMA still does not include all the data that is needed, in our
opinion, to fairly evaluate the capabilities of the States to respond
to any particular type disaster, manmade or natural.

Specifically, they do not—FEMA’s assessments don’t include local
governments and all the applicable State agencies that would be
involved in a Federal/State/local response. They do not identify
State disaster assistance programs, and they do not assess State
and local government response capabilities to handle disasters
without Federal intervention. In other words, FEMA doesn’t always
know when it is time to go in.

In our opinion, these elements are important in order to take a
true picture of a State’s capability in their ability to respond to dis-
asters.

In the mitigation arena, FEMA’s success depends almost entirely
on the commitment of State and local communities to embrace
mitigation as doing—as a way of doing business, not just waiting
for a disaster and not just as an afterthought to a disaster.

The recently enacted Mitigation Disaster Act of 2000 offers the
potential to make mitigation a sustained effort, but its success still
is dependent on non-Federal resources.

FEMA’s largest mitigation programs, the hazard mitigation pro-
gram and the national flood insurance program—over the past 10
years FEMA has awarded over $2.6 billion into the hazard mitiga-
tion grant program. A major component of that program is buy-
outs, which is aimed at removing homes located in repetitive flood
hazard areas. Last month, the OIG issued a report that highlighted
significant problems with the manner in which FEMA is imple-
menting that program.

Given the significant role of buy-out in FEMA’s mitigation pro-
gram, it is critical that the program be effectively executed and ad-
dresses national mitigation priorities.

Concerning flood insurance, only about 4.3 million of the 9 mil-
lion structures in special flood hazard areas throughout the country
have flood coverage, and 40 percent of structures that are in the
flood program are still subsidized by taxpayer dollars.

Furthermore, of the estimated 200 million in repetitive losses
each year—that is, those policyholders who file claims again and
again, year in, year out—about 96 percent of them are subsidized
structures.

Finally, it should be pointed out approximately 50 percent of
FEMA’s 100,000 flood maps are 10 years old. Due to the impor-
tance of current flood maps to emergency managers at all levels of
government, including FEMA’s mitigation initiatives, it is impor-
tant that FEMA find ways and means to update its maps in a
more-timely fashion.

Mr. Chairman, this concludes my prepared statement. I’ve tried
to limit my remarks to those critical areas of greatest concern to
the OIG. You can be sure that our office will continue to place par-
ticular emphasis on those issues.
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Again, I appreciate your time and attention and welcome any
questions that you might have.

Mr. KUCINICH [assuming Chair]. I thank you very much.
[The prepared statement of Mr. Skinner follows:]
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Mr. KUCINICH. Mr. Shays has asked me to continue to move the
proceedings along here, so I want to introduce Mr. Clay, who is
also a member of our committee, and go into the questions phase.

Mr. Griffin, what are the most significant open OIG rec-
ommendations that have not yet been addressed within your pur-
view?

Mr. GRIFFIN. Well, off the top of my head I would say that our
audit on incarcerated veterans, which I alluded to in my testimony,
which represents over-payments in the amount of about $170 mil-
lion. Unfortunately, we’re the subject of a 1986 audit that was not
properly implemented. We did the work again in 1998 to come up
with the current dollar value of payments that continue to be
made. To this date, there hasn’t been action taken on those.

We have another audit that had addressed the need for quality
standards in nursing homes that veterans are placed in, which is
2 or 3 years old at this point and there has yet to be a set of qual-
ity standards.

Mr. KUCINICH. Do you want to comment further on the combined
assessment program?

Mr. GRIFFIN. Well, the combine assessment program is some-
thing that we initiated as a proactive project to get out to these
medical centers in VHA to try to do a quality control check prior
to an incident occurring.

As I alluded to, we had a case involving a murder up at the
Northport VAMC. It doesn’t do any good to learn about these
things after the fact, so we wanted to get to these facilities, identify
problems, share with the medical center directors those problems
that have been identified at the other facilities in the system, and
try and get the proper fix in place before an incident might occur
at their facility.

Mr. KUCINICH. OK. I would like to now move to Ms. Gross.
Thank you very much for being here.

What are the most significant open OIG recommendations that
have not been addressed at NASA?

Ms. GROSS. What we find oftentimes is that what NASA does is
they will concur and agree with the recommendations. What is the
problem is the lag time between saying yes and actually doing the
implementation.

We have more of a problem of what we call ‘‘dispositioning.’’ We
keep them open until we actually get proof that they are actually
implementing the recommendations.

There would be things, like in the area of communications secu-
rity. There have been a number of inspections that we have done.
Communications security has to do with both the uplink or com-
mand control to destroy a vehicle if it is on a bad path or some-
thing like that. We want to make sure that either the commands
are—if appropriate, should be encrypted, and also that you have
some mechanism to make sure that the commands that it receives
are authentic. That took about 3 years of talking and talking with
the agency, despite the fact that safety was its No. 1 priority and
that included assets.

I think that probably the biggest area of non-concurrence has
been on the pricing policy for the shuttle, and commercial uses and
DOD uses. NASA basically fundamentally disagrees with our inter-
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pretation of the law. They think that you don’t need to have a spe-
cific pricing policy; that you can do it case by case. In some sense
they are correct in the sense that if you read down the statute it
says that you can put in incentives, but that doesn’t mean that you
can’t sort of display what the basis of your incentives are.

This is an area where we really had a total nonconcurrence on
our audit, on their pricing policy. We think, particularly if you are
ever going to have a commercial space policy, the private sector
would want to know basically so they can plan and help negotiate.
That doesn’t mean you can’t put in incentives, but you really do
need a pricing policy if you want to encourage a commercial vehi-
cle.

Mr. KUCINICH. Thank you.
Ms. GROSS. Policy. Not vehicle, policy.
Mr. KUCINICH. Do you have any comments on the faster, better,

cheaper philosophy that has formed a basis of some missions?
Ms. GROSS. Yes. We recently gave the agency an audit. NASA,

as a result of two Mars mission failures, NASA went to re-evaluate
its faster, better, cheaper philosophy and is looking to see if that,
in fact, contributed in some ways to these mission failures.

We did an audit to try to examine what is faster, better, cheaper
and whether or not the agency has an understanding of it, and, if
not, does that contribute to mission problems.

It is a philosophy, but nobody was able to exactly define what it
means. I think that was also echoed in one of the independent re-
ports that NASA commissioned on the Mars failures.

We also made recommendations that if that’s going to be your
philosophy, basically it means don’t have long-term missions, do
shorter-term missions with more focus so that you don’t have a cat-
astrophic failure that eats up 10 years of research, and also to have
an infusion of technology.

All of that is very, very good, but you need to have a definition
so people know what does that mean in terms of project manage-
ment, what does that mean in terms of human capital, what does
that mean in terms of communication.

So we made recommendations, as well as people in the private
sector did. Particularly I’d want to point out the human capital
issue.

One of the problems that was highlighted was at the jet propul-
sion lab. They didn’t—we had so many missions we may not have
mature project managers on them. You know, when you only had
one 10-year, multi-billion-dollar project, you had a project manager
that was on it from the beginning. That’s a human capital issue
that NASA needs to address, particularly in the light of the current
freezes that are going on.

We have a Government-wide freeze on 14s and 15s and SESes
at a time when NASA has been downsizing, and so it has to be an
evaluation. Are you going to make it to be a disrespect to the Gov-
ernment that nobody gets promotions, that nobody values their 14s
and 15s and SESes, when, in fact, we have a problem with program
managers. That was a safety issue.

Mr. KUCINICH. Are you saying, then, that the downsizing could
be counterproductive to NASA’s mission?
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Ms. GROSS. Downsizing can be if it is not done in the right prior-
ities, if it is not also done with watching your projects, and if it is
also done when you have—unless you are also allowed to have pro-
motions and recruitments at a level commensurate with the com-
plexity of your projects.

If you have a hold, basically, on 14s and 15s and SESes—and
that’s a Government-wide hold until there is more reevaluation.
Meanwhile, projects are going on, money is being spent. These are
projects that have occurred before and are continuing to go on. We
need project managers.

Mr. KUCINICH. Thank you. Thank you very much.
I’d like to turn the question to Mr. Skinner. Could you indicate

what are the most significant open OIG recommendations that
FEMA has not addressed?

Mr. SKINNER. Right now I would have to say it is their attitude
toward their financial management systems. I believe FEMA is in
a stage of denial. For the last 9 years, we have continually and re-
peatedly reported that the financial management system is not pro-
ducing reliable data, timely data, and data that the project man-
agers can use to operate and project their expenditures and run
their programs. The people in the Office of Financial Management
within FEMA has made improvements over the years, but they’ve
reached a plateau, and I think they are intent to operate without
making any additional improvements, and that is going to present
a problem for us down the road.

Mr. KUCINICH. Thank you.
As a followup to that—and if you said this, I apologize if I didn’t

hear you—what steps should FEMA take to improve financial man-
agement?

Mr. SKINNER. First they have to recognize they have a problem.
That’s the difficult problem we are facing.

Mr. KUCINICH. This is a 10-step program. [Laughter.]
Mr. SKINNER. And so we are going to start using different tech-

niques and approaches to demonstrate and recruit the project man-
agers and to demonstrate to them that the systems that they do
have in place are going to get—are fraught with problems. They
can produce a financial statement once a year, but beyond that it
is not much real value.

Mr. KUCINICH. OK. Thank you. The questions that I have just
asked were at the request of Mr. Shays, who is in a meeting with
the Speaker.

Mr. Weldon is here to Chair the meeting, and I’m grateful for
that.

Mr. WELDON [assuming Chair]. And I believe I am going to yield
to you so you can ask your questions.

Mr. KUCINICH. Right. And then we’ll get to Mr. Clay.
Thank you very much. We all work together here.
Of course, one of the things that Mr. Weldon and I worked close-

ly together on is issues relating to NASA. We are both co-chairs of
the Aerospace Caucus. And I just had a few questions that relate
to NASA.

In your prepared remarks, Ms. Gross, you say, ‘‘The pressure is
rising for Government agencies to outsource activities currently
performed by civil servants.’’ What kind of activities are you speak-
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ing about where the pressure is being made to outsource those ac-
tivities?

Ms. GROSS. Well, one large project that NASA was engaged in—
and I think it is probably across the Government—is in your infor-
mation systems, your desktops, your laptops, the whole manage-
ment of those systems. People do that to save money and consoli-
date contracts.

The issue that we have on that is who is controlling your data.
Who are the employees that they are hiring? Have they done their
security checks?

Mr. KUCINICH. Security issues.
Ms. GROSS. Yes.
Mr. KUCINICH. Yes.
Ms. GROSS. Absolutely. When you have a criminal intrusion and

we go to—it is no longer at NASA. It is at a different site, because
that’s where they are managing the operation. All of the sudden,
if it is on your site you’re not trespassing, but you may have to—
it is harder to get onto a site that is not your own.

Mr. KUCINICH. Have there been criminal intrusions in trying to
interfere with launches?

Ms. GROSS. We don’t have any direct evidence of that. You can
have, by accident, by—we’ve had actually a youth who was doing
an intrusion. I believe it was in Marshall. He was doing a denial
of service of a computer that secondarily had a support to a com-
puter that was communicating with a computer that was talking
to astronauts during the MIR docking. Now, what it did because
it was a denial of service, it just interfered with it. The communica-
tion eventually went through. We also had backup.

This is just to illustrate that you can have unintended con-
sequences because of the interdependencies of computers.

Mr. KUCINICH. In your remarks you talk about concern about the
use of space shuttles to launch payrolls that do not require the
shuttle’s unique capabilities.

Ms. GROSS. Yes.
Mr. KUCINICH. What do you mean?
Ms. GROSS. By statute, by congressional legislation, NASA is

supposed to be using expendable launch vehicles to encourage the
commercial launch industry, unless it needs to use the unique ca-
pabilities of the shuttle. The shuttle is a very expensive way to
launch payloads because you have manned space and you have to
have all the safety precautions. So unless you need to have a
manned space or you need to make sure, because of the security
or the timing, by law you are not supposed to be using the shuttle.
You’re supposed to use the commercial. And there are times when
NASA said something might be a secondary—a very undefined
term, but it may be a secondary payload, and that’s fine, it can just
go along. But if, in fact, they are not defining the term, they may
not be carrying out congressional legislation to use commercial
launches.

Mr. KUCINICH. Thank you. And then if you could provide this
committee, with the permission of the chair, some definition of the
Government’s involvement of assignment of technology rights to in-
dustry partners with respect to, you know, what the interests of
what the Government might be.
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Ms. GROSS. Yes.
Mr. KUCINICH. I know in your report you have some statement

there.
Ms. GROSS. Yes.
Mr. KUCINICH. It might be helpful to the committee——
Ms. GROSS. OK.
Mr. KUCINICH [continuing]. To be able to get some definition of

that, which programs you were talking about.
I have one final question, and that is for Mr. Skinner.
Is the Government involved in any kind of—are you beginning to

interact with any Government policy with respect to global climate
change?

Mr. SKINNER. No, sir, I’m not aware that we are involved in that.
Certainly the OIG is not aware of it or not involved.

Mr. KUCINICH. In other words, any possible effects of global cli-
mate change, you’re not really involved?

Mr. SKINNER. Not to my knowledge, sir.
Mr. KUCINICH. OK. Thank you.
I yield back to Dr. Weldon, and I guess Mr. Clay at some point.
Mr. WELDON. Yes. I just had a couple of questions.
Mr. Griffin, the Department of Veterans Affairs’ budget for

health expenditures was increased, I think, $1.6 billion in fiscal
year 2000 and $1.4 billion, or in that range. It’s about $3 billion
over 2 years, which represents a sizable percentage increase for
that agency.

I realize they had been flat for many years and there were a lot
of needs. From your position as Inspector General, have you seen
that their ability to properly utilize all those additional funds is
proceeding as the taxpayers would want to see? Has that placed a
lot of stress on the Department of Veterans Affairs in terms of
properly managing that kind of a huge influx of new money?

Mr. GRIFFIN. I would say that in recent years, as you know, they
have switched their focus from inpatient care to outpatient care,
and in that regard they have established some 600 outpatient clin-
ics that supplement the 172 medical centers that previously existed
around the country.

I think those clinics have been very well utilized by veterans in
the outlying areas who previously would have had to travel great
distances to go to a VA medical center, but I’m not confident that
the systems are in place to properly allocate money to the areas
that might necessary have the greatest demand.

I say that based on an audit that we did. It has been probably
18 months since we issued this audit report, but the Veterans
Health Administration created a decision support system which
was supposed to capture incidents of patient care and it was sup-
posed to be the basis for their knowing where the demand is, what
type of health care problems are we dealing with throughout the
system, and then allow them to allocate their money accordingly.

What our audit showed was half of the facilities roughly had
adopted the DSS methodology, the other half didn’t embrace it,
weren’t made to embrace it by the administration, and, as a result,
you’ve got a system that was not properly implemented, and it
made the results—the partial results that were obtained to be
without value.
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So I think the VHA could show impressive increases in the num-
ber of veterans served, but I’m not sure that there is a well-con-
ceived plan for every dollar that they have been given in those in-
crements that you’ve——

Mr. WELDON. Was your budget given an incremental increase to
allow you to properly monitor the influx of those funds as part of
that whole package, your staffing?

Mr. GRIFFIN. No. I can say unequivocally that’s not the case. In
1989——

Mr. WELDON. Well, let me just followup with that to ask you, do
you feel like the Office of Inspector General is adequately provided
for the resources to monitor those new——

Mr. GRIFFIN. No.
Mr. WELDON [continuing]. Enterprises that the Veterans Admin-

istration is engaged in?
Mr. GRIFFIN. I don’t feel that we are adequately budgeted. What

I was going to mention is that in 1989, when the Department
achieved Cabinet-level status, Congress passed a bill which created
a statutory floor for the OIG. That floor was 417 FTE. We have not
been at the statutory floor in 10 years.

Mr. WELDON. Where are you now?
Mr. GRIFFIN. At 365. In 1989, when that law was passed, VA’s

budget was slightly under $30 billion, and at that time the OIG or-
ganization had about 375 FTE. Today the VA’s budget is slightly
over $50 billion and we have 10 less FTE. There are 600 additional
health care facilities out there that need oversight. Frankly, it is
obvious that there has not been a proportionate growth compared
to what has occurred in the Department.

I think you pay for that in the end. Final analysis.
Mr. WELDON. Thank you very much. Your testimony has been

very helpful to me.
My time has expired. Maybe we can get into this further, but I’d

like to yield to the gentleman from Missouri, Mr. Clay, for ques-
tions.

Mr. CLAY. Doctor, if I may, I’ll forego an opening statement and
submit it for the record, if that’s OK.

Mr. WELDON. Without objection.
Mr. CLAY. I’d like to first ask Mr. Griffin about procedures that

you mentioned in your testimony.
You mentioned that procedures to terminate benefits when veter-

ans die is not working correctly. Did I understand you correctly
that one problem is that VA thinks veterans have died when they
have not died? Is that correct?

Mr. GRIFFIN. That is part of the problem. What is supposed to
happen is there is supposed to be a data match performed by VBA
with the Social Security Administration. Social Security Adminis-
tration is the keeper of the death records, if you will, for the Fed-
eral Government. They have an even greater number of payees
that they have to keep track of.

The problem is that there have been some problems with accu-
racy in the Social Security data base. Social Security has another
data base, if I may, that is supposed to track incarcerated payees,
which they use for purposes of suspending supplemental income
payments. The Department needs to match against that data base
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also because we know that there are a number of incarcerated vet-
erans who also are to have their benefits reduced when they are
incarcerated, and there hasn’t been the type of precision in both of
those matches that would serve the taxpayers’ interests.

Mr. CLAY. OK. So Social Security Administration incorrectly re-
ports a death to you, or——

Mr. GRIFFIN. Deaths get reported to them by people all around
the country. There’s no Federal agency that goes out and, you
know, personally picks up a death certificate every time somebody
in this country dies, so you are dependent upon that information
being sent to Social Security.

What we have experienced is that the matching agreements have
existed, but they haven’t always been done, so we started doing
some of that work ourselves with our investigators, working with
individual regional offices in VBA, trying to get death certificates
locally.

It is a very labor-intensive proposition, but it is just that activity
during the last 18 months that has identified $9.5 million in over-
payments just in the cities we have been able to work in so far.

Mr. CLAY. I guess your computers could talk to Social Security
and they could probably talk to the different States that compile
the death certificates, correct?

Mr. GRIFFIN. Well, I think, for purposes of efficiency, rather than
have 15 different Federal departments getting MOUs with 50 dif-
ferent States, it was established that the repository for that infor-
mation would be Social Security because they have the largest pool
of payees.

Mr. CLAY. I see. All right. Thank you.
Ms. Gross, you mentioned that the Boeing Corp. had severely

under-estimated its cost estimates for the international space sta-
tion. I think you said that their estimate has grown by $708 mil-
lion over the course of 2 years. We seem to have a similar problem
at DOD with weapons systems acquisition. Do you feel that NASA
leadership is playing an insufficient oversight role in this respect?

Ms. GROSS. I think so. I think that one of the problems that we
pointed out in the audit that we had issued last year—and actually
the audit was at the request of Dan Golden, the administrator of
NASA—they found that the GNA rates have gone up so high, he
wanted to know why was that. And, in looking at just that, he
looked at——

Mr. WELDON. Excuse me. The what rates?
Ms. GROSS. It’s the overhead rates, basically. And it was as a re-

sult of the consolidation of McDonnell-Douglas, Boeing, and we
found that NASA absorbed a large percentage of that consolidation
as opposed to the private sector and DOD, and partially that was
because NASA wasn’t aggressive about watching that and partially
because DOD had a very favorable statute that said they get a two-
to-one advantage of the consolidation.

But what we also found was, during that period of time, Boeing’s
prices were going up and schedule was going down, and the pro-
gram people were aware of that but didn’t communicate with the
contracting officials and, nevertheless, Boeing got a fee award and
they got to have something like—I believe it was $16 million. And
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then NASA said, ‘‘Oh, wait a minute. They are over budget. We
take back that award.’’

How they ever got that award when the program officials were
aware that they were over budget and beyond schedule shows some
inefficiencies in the program oversight.

We also think another deficiency in the program oversight that
probably is going to come to fore in the recent issue on the over-
run—which nobody quite has a handle on. I think Dr. Weldon is
probably going to be grappling with this in another hearing in an-
other setting—is what is the overrun. It goes anywhere from $4 bil-
lion to multi hundreds of millions, and nobody has a sense of what
is this overrun that is about to be announced and looked at.

Mr. WELDON. If the gentleman would just yield for a second on
that issue.

Mr. CLAY. Sure.
Mr. WELDON. Not meaning to be contentious with you, where

were you in all this picture?
Ms. GROSS. I think we——
Mr. WELDON. Were you——
Ms. GROSS. Yes.
Mr. WELDON [continuing]. Throwing up red flags? Was that a

problem? Do you have the resources to monitor this program prop-
erly? It has been a shock——

Ms. GROSS. No.
Mr. WELDON [continuing]. To all of us in the Congress to hear

this kind of a discussion.
Ms. GROSS. I think I would——
Mr. WELDON. Were you aware that this was on the horizon?
Ms. GROSS. Not to the extent that it was. But let me say where

I was. I was in front of your committee last year is where I was,
and gave testimony that, on the very audit that we just talked
about, and specifically stated to the committee that there was an
overrun, that NASA procurement officials nevertheless gave a fee
award, that we didn’t believe that NASA was applying techniques
like earned value management, which would measure how much
you are spending with how much you are accomplishing, and we
made a recommendation, and that, again—I testified to that—that
they would have an independent assessment team evaluate the
next year.

We did the evaluation in 1999 to 2000. NASA needed to do its
own evaluation from an independent source.

They had the Shabro group look at it. If you recall, because I be-
lieve Shabro also testified before your committee, probably at the
same time I was, Shabro had said, ‘‘It’s going to be much, much
more, much, much more than NASA was already projecting.’’ They
were doing it as an independent cost assessment.

We recommend NASA has to have an independent cost assess-
ment group be able to tell its managers—that is, Dan Golden,
Rothenburg, the Program Management Councils—when these kind
of overruns are happening.

What happened is they concurred about having an independent
assessment and it didn’t happen.

So we made very, very strong recommendations because we saw
a problem, and what we did is say, you know, ‘‘We are currently
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following up on it, but no, I don’t have the staff to followup on it
every year.’’ But NASA has got to manage its programs. That’s
what its responsibility is to do in order to have internal controls.

It shouldn’t be always responding reactively to the Inspector
General’s office or to Congress. It has to have its own capacity. And
that was a recommendation we met—we also said.

But, in terms of the flags, the flags were right up there in terms
of Shabro’s estimate was much, much closer than NASA’s, and that
was testified before your committee. I also testified before your
committee that there were problems. I was there.

Mr. WELDON. Thank you for that accommodation. Sorry to step
on your time.

Mr. CLAY. I yield back the balance.
Ms. GROSS. I appreciate the question.
Mr. WELDON. I’m sure we are going to be hearing more about

this issue in the months ahead.
Ms. GROSS. Yes.
Mr. WELDON. Before we adjourn this section of today’s hearings,

I just had a few more questions for Mr. Skinner.
What steps has FEMA taken to prepare for its role as the lead

agency for consequence management in domestic terrorist events?
I think you were getting at a little of this earlier.

Mr. SKINNER. Yes.
Mr. WELDON. If you could elaborate on that in a little more detail

for me, please.
Mr. SKINNER. Fortunately, FEMA had a jump start because of its

role in preparedness and disaster response and recovery for all
types of disasters, and that would include terrorist-type acts.

Just last year we—FEMA has hired or brought on board John
McCall to be our chief of terrorist activities. Under his direction
and still with a small staff and still growing they have developed
a strategic plan. They have defined what FEMA’s roles and respon-
sibilities will be with regard to training, exercising, grants, and as-
sistance to States and locals.

They are now beginning—for a couple of years we stumbled be-
cause it wasn’t real clear where the programming was going to go.
Was it going to be under DOD? Was it going to be under Justice?
Was it going to be under FBI? We really didn’t know who we had
to start coordinating with.

Now that has been defined and clear lines of responsibility have
been set up, there’s still some policy issues whether it should be
in Justice, but that’s another issue altogether.

FEMA now has someone that they can work with, sit down with,
and start coordinating with. GAO over time has—over the last 2
or 3 years has been very critical of the lack of coordination at the
Federal level, people stumbling on one another with regards to de-
livery of training programs and that type of thing. That is now
starting to clear up.

I think FEMA has made tremendous progress here. I don’t view
it as one of the—it is a problem. It is a challenge. It is something
it’s going to have to stay on top of. But, as far as consequence man-
agement, FEMA is, I think, headed in the right direction.

Mr. WELDON. Has the scope of what your agency is going to be
doing been properly defined yet?
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Mr. SKINNER. Yes. It is going to be consequence management. It
is going to be after the fact, and we’re going to be involved in work-
ing with State and local governments and others and getting them
prepared. The Federal Government—if an incident occurs, the Fed-
eral Government is going to be the last people there because of our
mere location. We have to get the locals and the States prepared
to respond—the local fire departments, the local police, get them
the right equipment, get them the right training, get them an un-
derstanding of what they have to do until Federal assistance can
arrive, and generally that can be anywhere from 4 to 10 hours
later.

Mr. WELDON. And is it going to be FEMA or another agency that
will be training local governments in dealing with nuclear, chemi-
cal, biological——

Mr. SKINNER. It is going to be a variety of people. FEMA will be,
I think, more involved in just the response mechanisms. The De-
partment of Justice will have a training role; the police depart-
ments, as far as protecting a crime scene, for example; I believe
other Federal agencies may have an involvement in training. HHS
may have a—be involved in training the locals and States to recog-
nize what type of chemical they may be dealing with, and that type
of thing, so it is going to be a variety of people that will be provid-
ing the services.

Ours will be how do we develop a command and control operation
to respond to the consequence of what happened.

Mr. WELDON. Well, I want to thank each of our witnesses. The
hearing is in recess until 1, when we have the third panel coming
in.

[Whereupon, at 11:30 a.m., the subcommittee was recessed, to re-
convene at 1 p.m. the same day.]

[Additional information submitted for the hearing record follows:]
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VULNERABILITIES TO WASTE, FRAUD AND
ABUSE: INSPECTORS GENERAL VIEWS ON
NATIONAL SECURITY, INTERNATIONAL RE-
LATIONS, AND TRADE PROGRAMS

THURSDAY, MARCH 15, 2001

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON NATIONAL SECURITY, VETERANS

AFFAIRS AND INTERNATIONAL RELATIONS,
COMMITTEE ON GOVERNMENT REFORM,

Washington, DC.
The subcommittee met, pursuant to notice, at 1 p.m., in room

2247, Rayburn House Office Building, Hon. Christopher Shays
(chairman of the subcommittee) presiding.

Present: Representatives Shays, Putnam, Platts, Otter, and
Kucinich.

Staff present: Lawrence J. Halloran, staff director and counsel;
Kristine McElroy and Thomas Costa, professional staff members;
Alex Moore, fellow; Jason M. Chung, clerk; David Rapallo, minority
counsel; and Earley Green, minority assistant clerk.

Mr. SHAYS. The Government Reform Subcommittee on National
Security, Veterans Affairs and International Relations will come to
order. This is a continuation of our hearing on Vulnerabilities to
Waste, Fraud, and Abuse: Inspectors General Views on National
Security, International Relations, and Trade Programs.

We have one panel this afternoon. It is technically a new hear-
ing, but we have one panel this afternoon of four people. I will in-
troduce them. We had very eloquent statements by the Members
this morning, so we won’t put you through that again.

Mr. Kucinich, do you have anything you would like to say?
Mr. KUCINICH. No, thank you, Mr. Chairman.
Mr. SHAYS. We have Ambassador Anne M. Sigmund. She is the

Acting Inspector General of the Department of State. We have Mr.
Everett L. Mosley who is Inspector General for the U.S. Agency for
International Development. We have Mr. Charles D. Smith, Inspec-
tor General with the Peace Corps. We have another Acting Inspec-
tor General, Mr. Dev Jagadesan, for the U.S. International Trade
Commission.

We will have you give your statements and then we will have
some questions. I would now ask you to stand so we can swear you
in.

[Witnesses sworn.]
Mr. SHAYS. I will note for the record that all have responded in

the affirmative.
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Ambassador, you may proceed.

STATEMENTS OF AMBASSADOR ANNE M. SIGMUND, ACTING
INSPECTOR GENERAL, DEPARTMENT OF STATE; EVERETT L.
MOSLEY, INSPECTOR GENERAL, U.S. AGENCY FOR INTER-
NATIONAL DEVELOPMENT; CHARLES D. SMITH, INSPECTOR
GENERAL, PEACE CORPS; AND DEV JAGADESAN, ACTING IN-
SPECTOR GENERAL, U.S. INTERNATIONAL TRADE COMMIS-
SION

Ambassador SIGMUND. Thank you, Mr. Chairman. Distinguished
members of this subcommittee, thank you for the opportunity to
discuss the major management issues confronting the Department
of State. However you chose to define these challenges, in reality
they can be distilled to three things: people, security, and tech-
nology.

Their successful resolution requires sustained commitment on
the part of senior managers, strategic planning and adequate re-
sources. State is making real progress in meeting some of these
challenges.

I would just note that Secretary Powell, in his testimony on the
President’s fiscal year 2002 budget for the Department of State
identified these issues as his priorities. In the past the Department
has been criticized for a reluctance to change.

Today, the Department is aggressively re-examining itself with a
view to finding new ways to do its job better. Let me take a mo-
ment to highlight a few of the Department’s management
vulnerabilities. Protecting our people, our buildings and informa-
tion are formidable challenges. A number of our facilities are fall-
ing down around our ears. Many need security upgrades to make
them safer.

In the wake of the 1998 bombings in Nairobi and Dar es Salaam,
the Department has moved rapidly to take advantage of the Emer-
gency Supplemental Appropriation to improve security for our staff
and buildings.

At that time it was important to move swiftly to deal with the
immediate threat of global terrorism. In OIG’s view, the Depart-
ment now has an opportunity to re-examine these programs and to
tailor them to the specific security requirements of individual coun-
tries.

The Department is developing an ambitious construction plan for
replacing sub-standard embassies and renovating new ones. Senior
managers must monitor these projects carefully if the mistakes of
the past are to be avoided.

While OIG does not have the resources to evaluate each project
with the same level of scrutiny, we are in close consultation with
the Department to focus our efforts where they can do the most
good.

The Department’s information systems are antiquated. This
makes them even more susceptible to penetration attempts. States
financial systems, for example, may be vulnerable to cyber-base
disruptions and have inadequate internal access controls.

States needs the connectivity Internet provides, but must, at the
same time, protect sensitive information. OIG plans to consult
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closely with the Department and the Congress on how best to ad-
dress this challenge over the next few years.

Financial management remains a significant problem for the De-
partment. For the last 4 years, OIG has given the Department’s
yearly financial statements a clean opinion. This year State even
filed its financial by the required March 1 deadline.

Nevertheless, there are significant deficiencies to be dealt with.
For example, problems related to the administration of Foreign As-
sistance Programs. The Department is keenly aware of these prob-
lems and is working with us to deal with them. OIG will be track-
ing the Department’s progress in addressing these questions.

Another important management challenge is Chief of Mission au-
thority. As the President’s representative, the Ambassador is re-
sponsible for the direction, coordination and oversight of policy and
programs for his country. Whether the issue is intelligence oper-
ations, foreign assistance or law enforcement activity, including
narcotics, the buck stops at the Ambassador’s desk.

In a growing number of our embassies around the world, State
operations are dwarfed by the aggregate of new U.S. Government
players in the international arena. Yet, the Ambassador has re-
sponsibility for coordinating and directing it all.

OIG believes that we need to find more effective ways to em-
power our Ambassadors so that they can do their jobs.

With respect to strategic planning, the Department has made
some progress. However, OIG believes that the Department needs
to develop overall priorities for its strategic goals and to devise a
better process for linking resources with these priorities.

Recruitment, retention, and professional training for Department
Foreign Service and Civil Service employees are critical issues. The
Department’s Foreign Service is significantly short of the numbers
needed to do the job.

While the Department is beginning to develop the work force
planning needed, it has a long way to go in this area. These human
resource questions directly affect the Department’s ability to carry
out its goals.

Finally, we are also OIG for the Broadcasting Board of Gov-
ernors. As with the Department, BBG’s efforts to plan strategically
fall short of what is required. In the post-consolidation period, BBG
and the Department are working hard to develop and define their
new relationship. But agreement has still not been reached on sev-
eral key issues.

OIG strongly believes that it is in the interest of those organiza-
tions to find solutions to these problems and to resolve the remain-
ing operational differences as quickly as possible.

Mr. Chairman and members of the subcommittee, thank you for
your time. I will be happy to answer your questions at the appro-
priate time.

Mr. SHAYS. Thank you. Let me just ask you. How do you become
an ambassador as an Inspector General? Can all these guys become
Ambassadors, too, or do they have to work in State to get that op-
portunity?
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Ambassador SIGMUND. I was an ambassador before I became Act-
ing Inspector General.

Mr. SHAYS. So, being State Department Inspector General does
not make you an ambassador?

Ambassador SIGMUND. No, it doesn’t carry with it. No, it doesn’t.
[The prepared statement of Ambassador Sigmund follows:]
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Mr. SHAYS. OK.
Mr. Mosley.
Mr. MOSLEY. Chairman Hays, members of the subcommittee and

subcommittee staff, good afternoon and thank you for the oppor-
tunity to appear before the subcommittee today.

I have entered my full statement for the record, but I would like
to give you a very brief description of what OIG considers the two
most important challenges facing the U.S. Agency for International
Development and actions taken to address these challenges.

The top management challenge that USAID currently faces is
improving its financial management systems so that they can pro-
vide accurate and timely information with which to manage.

As you know, that is right a series of legislative initiatives since
the 1990’s beginning with the CFO Act, the Government Manage-
ment Reform Act and the Federal Financial Information Act, the
Federal Government is supposed to produce and audit financial
statements each year.

Unfortunately, USAID cannot currently meet these require-
ments. Reliable, timely information has not been something that
USAID is able to produce at this time. USAID managers have
therefore established programs where they can implement their
systems and devise systems that will produce this type of informa-
tion.

In the past 3 years, USAID has made considerable progress to-
ward resolving these problems. USAID has dedicated resources to-
ward additional improvements. As a result, financial management
procedures are no longer considered a serious management chal-
lenge.

However, USAID still faces the following management chal-
lenges: Implementing an integrated financial management system;
reconciling financial data; reporting accounts receivables; and im-
plementing new procedures for direct loans.

USAID’s goal is to implement an entire suite of integrated finan-
cial management and mixed financial systems in accordance with
requirements by the end of fiscal year 2005. To attain this goal,
USAID established the Office of Financial Systems Integration to
plan for and acquire USAID’s financial systems. This office, under
the direction of the Chief Financial Officer, is also preparing an
overall plan to modernize USAID’s legacy systems as components
of its integrated financial system.

USAID is in the process of implementing an integrated financial
management system using commercial off-the-shelf software that
will comply with Federal financial management systems require-
ments.

Because USAID’s integrated system will include legacy system
information, USAID will need to convert and move data from its
existing systems to the new core financial management system.

This new system is being implemented in several phases. The
first phase, development of an integrated financial management
core system, called PHOENIX, began December 15, 2000. The sec-
ond phase will concentrate on integrating various sub-systems that
will feed procurement and financial information into the PHOENIX
system.
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USAID projections estimate that this phase will be completed by
fiscal year 2001. During the third phase, USAID will develop a se-
cure interface to allow the transfer of data from overseas missions
to Washington, DC. System security will be enhanced through the
use of risk assessments, technology upgrades, expanded training
and data encryption. This work is scheduled for completion by the
end of fiscal year 2002.

The final phase will enable the capability of an integrated cost
accounting function into the PHOENIX financial system. This
phase is estimated for completion by fiscal year 2003.

The OIG had identified several concerns with the PHOENIX im-
plementation before its scheduled implementation on October 1,
2000. These included: Compressed and limited software testing of
functional requirements and a decision not to begin operation in a
parallel mode; delays in migrating data from the old to the new
system; an incomplete and untested contingency plan. Such plans
would allow the system to continue operation in the event of seri-
ous problems; deferral of some system functionality; uneven attend-
ance at user participation training; and no process to document
showstoppers and the final decision to implement the system.
Showstoppers are critical problems that prevent proper functioning
of the system.

The OID worked very closely with USAID management on these
concerns and recommended that USAID thoroughly test PHOENIX
and resolve any operational problems.

To address these concerns, USAID delayed the deployment, took
action to conduct more testing, increased user participation and de-
signed a project tool to assess the operational readiness of PHOE-
NIX.

The OIG continues to monitor USAID’s progress in implementing
PHOENIX.

Human capital management is also a major challenge facing
USAID. Continued staff reductions and limited hiring can greatly
affect USAID’s capability to operate effectively. According to insti-
tutions fiscal year 1999 Accountability Report, USAID staffing lev-
els have declined by 38 percent over the last 10 years.

In fiscal year 2000, USAID’s total work force attrition was 225,
compared with projected attrition of 180. Like all public and pri-
vate industry, USAID is faced with a maturing work force.
USAID’s current figures show that the average age of its work
force is about 48. This is a particularly acute problem for USAID
because about 50 percent of the staff is Foreign Service. The For-
eign Service officers are eligible for retirement at age 50 with 20
years of service versus eligibility of Civil Service staff at age 55
with 30 years of service.

USAID currently has about 100 authorized but unfilled positions.
Many of these unfilled positions are in critical high-turnover areas
such as information management, financial management, and pro-
curement.

According to its fiscal year 1999 Accountability Report, USAID
has developed new and innovative training courses stressing man-
agement, procurement operations and technical skills.

In addition, it has delivered the framework for a new course in
leadership and program operations. Through these courses, USAID
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plans to target certain key personnel categories in its effort to ad-
dress its human capital capabilities.

Accordingly, USAID was conducting training and workshops to
train staff in strategic planning activities, information implement-
ing, performance monitoring and evaluation, and acquisition plan-
ning.

We have begun an audit of USAID’s staff training and develop-
ment activities to determine whether USAID provides its employ-
ees with sufficient training to accomplish the agency’s mission. The
scope of this audit includes USAID’s training activities conducted
during fiscal years 1999 and 2000.

The audit is reviewing controls over the establishment of core
competencies, using those competencies to identify training needs
and evaluating the contribution of staff training and development
activities.

We will also evaluate the strategy that USAID has designed to
deal with the rapid loss of its most important asset, human capital.

Thank you.
[The prepared statement of Mr. Mosley follows:]
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Mr. SHAYS. Thank you very much, Mr. Mosely.
Now, we will call on Mr. Charles Smith, Inspector General with

the Peace Corps. Welcome to the committee.
Mr. SMITH. Thank you, Mr. Chairman and members of the sub-

committee. I appreciate the opportunity to appear before you today.
I am pleased to report that the Peace Corps is in good health.

Today, there are 7,800 Peace Corps volunteers and trainees in 76
countries. Most volunteers serve 2-year tours. Their average age is
29; 11 percent are over 50; 14 percent are minorities; 61 percent
are female and 39 percent are male.

The newest program is the Crisis Corps. 380 former volunteers
have served as Crisis Corps volunteers for up to 6 months in 26
countries. Their projects principally focus on natural disasters, ref-
ugees, and HIV-AIDS. Soon they will be in Bosnia and Herzegovina
working on small business and agribusiness and inter-ethnic rec-
onciliation for youth.

The Peace Corps conducts programs with former volunteers in
the United States as well. Peace Corps fellows in the Paul Cover-
dell World Wise Schools Program help introduce children around
the Nation to many Peace Corps countries.

One exciting project brings this home. It is the Paul Coverdell
World Wise Schools Water in Africa Project. In this interactive Web
site designed for classroom use, volunteers in Africa tell how water
is important to them and their African communities. It is located
at www.peacecorps.gov/wws/water/Africa.

We direct major attention to overseas posts because that is
where problems affecting volunteers and their work can be most
pronounced. While the agency’s decentralization limits the poten-
tial dollar cost of fraud, it also increases opportunities for careless-
ness and failure to adhere to agency rules and standards.

Our auditors focus on rule compliance, administrative procedures
and the role of managerial and oversight systems. Our evaluators
focus on volunteers themselves, their training, jobs, living condi-
tions, safety and security and staff support.

Our investigators examine post safety and security, investigate
allegations of fraud and abuse. Although fortunately infrequent,
they also work on cases of assault, rape and murder of volunteers.

Three very important developments will modernize the Peace
Corps’ communications and financial controls. They will greatly im-
prove our ability to examine the agency’s activities.

First, 3 years ago the Peace Corps established in headquarters
the International Financial Office, taking over many of the func-
tions previously carried out by Embassy Financial Officers.

Second, a year ago the Peace Corps began migrating to a stand-
ard personal computer network system through a contract with a
private firm. It has completed domestic migration and will begin
overseas installation this year with completion in fiscal year 2004.
Our work in this area will include implementing the requirements
of the Government Information Security Reform Act.

Third, by the end of this fiscal year, the Peace Corps will imple-
ment a new financial management system. It will modernize our
core accounting system and will link the overseas posts with the
headquarters International Financial Office through our personal
computer network system.
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We find that the Peace Corps submits better detailed Govern-
ment Performance and Results Act plans each year. Goal one
merges health and safety and security. We have urged that they
be presented as separate distinct goals in the GPRA. Health on the
one hand, and safety and security on the other.

We are especially interested in the Peace Corps’ changing gender
profile. In the agency’s first decade, approximately two out of three
volunteers were male. Today the reverse is true. Almost two-thirds
are female.

Volunteers are assigned to countries where girls are not equally
educated. Women are accorded few rights. American women may
be harassed and possibly endangered. This suggests that the agen-
cy should explicitly recognize that female volunteers are subjected
to special and increased risks.

Through the Secure Embassy and Counter-Terrorism Act of
1999, Congress directed that all government employees in overseas
missions be co-located within the Embassy Compound. The Peace
Corps believes co-location will compromise separation from the day-
to-day conduct and concerns of foreign policy. This, they contend,
would seriously jeopardize the safety of all volunteers because they
would be identified as part of the American foreign policy for intel-
ligence functions.

The act includes a waiver provision and the Peace Corps is dis-
cussing this matter with the State Department in order to achieve
the waivers necessary for proper Peace Corps function. I bring this
to your attention as a high priority of the Peace Corps and to the
safety and security measures that are part of the OIG’s concerns.

In closing, I would like to report that 2 weeks ago the Peace
Corps celebrated 40 years of service. President Bush issued a proc-
lamation urging all Americans to honor the Peace Corps’s 40th an-
niversary on March 1, 2001. He described Peace Corps volunteers
as exemplifying the great and longstanding American tradition of
voluntary service. He spoke of their dramatic and far-reaching ef-
fect around the world.

His proclamation continued,
Since its inception, more than 161,000 have served as Peace Corps volunteers in

134 countries. Peace Corps volunteers have not only helped to fill immediate and
direct human needs, but also have helped promote sustainable long-term develop-
ment in agriculture, business, education, urban development, health care and the
environment.

In many countries of the world there exists an intense hunger for peace, hope and
opportunity, for genuine social and economic development that is rooted in respect
for human rights and a belief in human potential.

Recognizing the dignity and worth of all peoples and determined to help individ-
uals help themselves, Peace Corps volunteers serve as our nation’s emissaries of
hope and good will. Accordingly, their generous efforts have helped to foster mutual
understanding and respect between the people of the United States and the citizens
of other countries.

Thank you, Mr. Chairman and members of the subcommittee for
the opportunity to testify today. We look forward to working with
you and the subcommittee. I will be pleased to answer any ques-
tions you have.

Mr. SHAYS. Thank you, Mr. Smith.
[The prepared statement of Mr. Smith follows:]
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Mr. SHAYS. Mr. Jagadesan, welcome to the committee.
Mr. JAGADESAN. Mr. Chairman and members of the subcommit-

tee, thank you for the opportunity to testify today to discuss the
major management and performance challenges facing the Inter-
national Trade Commission.

A brief introduction of the agency is needed for background pur-
poses. The ITC is an independent, quasi-judicial, Federal agency
with a wide range of trade-related mandates. The ITC has six com-
missioners appointed by the President and confirmed by the Sen-
ate.

In fiscal year 2001, the agency had a $48.1 million appropriation.
Approximately 73 percent of the ITC’s budget is for personnel, 12
percent for space rental, 8 percent for contract services and 7 per-
cent for other support.

The agency does not expend any of its funds for grants or other
non-operating expenses. The fiscal year 2001 staffing plan consists
of 390.5 permanent positions and 11 term positions. The agency
rents one building at 500 E Street, SW.

The major management challenges currently facing the ITC are:
Human capital management, performance management, informa-
tion resources management and improving business processes.

In regard to human capital management, the agency’s work force
demographics are in line with the rest of the Federal Government.
Thus, in the near future the ITC will need to replace the knowl-
edge and skills of a large percentage of its work force.

For example, in calendar year 2006, 31 percent of the ITC’s cur-
rent non-supervisory employees and 50 percent of the ITC’s current
supervisory employees will be eligible to retire.

On the positive side of this trend, this presents a significant op-
portunity for management reform in the next few years. For exam-
ple, this affords the ITC a choice not to replace some retiring su-
pervisors as a part of any management reform efforts.

Possibilities for reform include moving more toward using multi-
disciplinary teams instead of vertical management structures and
more direct alignment of its organizational structure with its stra-
tegic operations.

The second management challenge is to go beyond performance-
based management as a goal and toward performance based man-
agement as an actual day-to-day management culture that is inter-
woven into all aspects of its operations.

There appears to be more recognition on the part of ITC manage-
ment that if properly implemented performance management can
contribute to a more effective, more results-oriented agency.

The ITC has moved from GPRA being a paperwork exercise to
fully embracing the concepts of performance-based management in
certain areas such as performance budget. Clearly the ITC is im-
proving the quality of its performance management as it learns
from its previous efforts.

Performance management presents a challenge to the ITC be-
cause of the agency’s quasi-judicial functions, which do not readily
fit into the GPRA mold.

Information resource management is a major challenge for the
ITC because of the rapid evolution of IT and the significant cost of
IT. IT solutions bring about new opportunities as well as new secu-
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rity issues. In many areas, the agency has been able to leverage IT
opportunities.

The challenge is to adequately define its future IT requirements
and to effectively manage the acquisition of hardware and software
to meet those requirements. Recently the ITC has begun to imple-
ment some management reform in this area.

In line with an OIG audit recommendation, the agency has
agreed to establish a Chief Information Officer position that will
elevate the priority and attention given to IT.

Most importantly, the CIO may be able to further improve the
management of the agency’s limited IT resources as well as im-
prove business processes with the proper application of IT.

Improving its business process also presents a major manage-
ment challenge for the ITC. Current business processes are still
largely paper-centric in regards to receiving public filings and dis-
semination of information inside and outside of the agency.

For example, the ITC currently does not accept electronic filings.
However, the agency is working to add this service, which is an im-
portant part of its GPEA plan.

Additionally, while ITC reports are published on its Web site, the
ITC continues to expend significant resources to print and distrib-
ute hard copies of its reports. While some of these paper-centric
processes such as electronic filing require additional investments to
improve, a significant amount of paperwork reduction could be
achieved without any additional investment.

The challenge here is to critically self-evaluate ITC’s business
processes to improve them in light of advances in IT instead of
merely applying IT to existing business processes.

We note that the ITC, if benchmarked against other Federal
agencies would be an upper echelon agency in terms of efficiency
of its business processes, however, we maintain the appropriate
benchmark should be the private industry which provides a higher
standard to achieve in improving ITC’s business processes.

Once again, thank you for the opportunity to testify this morn-
ing. Mr. Chairman, that concludes my oral statement.

Mr. OTTER [assuming Chair]. Thank you, Mr. Jagadesan.
[The prepared statement of Mr. Jagadesan follows:]
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Mr. OTTER. The importance of this panel coming before the sub-
committee this afternoon, I think, is demonstrated a great deal by
the testimony that they have just given.

Being a participant in that world theater, I have been to all 42
countries as a businessman, but also as a politician because as Lt.
Governor of Idaho, I led many trade delegations. But I spent most
of my time working in the field in an effort to build business in for-
eign countries.

So, I am getting off the hook right now. Here comes our chair-
man. Well, I am still at the bottom of the food chain here.

Anyway, I just wanted to say that I as a participant, both as a
businessman in the world, and my company was the one who sup-
plied MacDonald’s all over the world. I can tell you how important
it was when I went to work for the company that supplied french
fries to MacDonald’s, how important our image was around the
world.

The State Department is very important from that standpoint
and how that country feels about us and how we feel about that
country. The first one we put in was in Canada. That was a drop-
dead success. The last one I remember participating in in the open
house was next door to the Kremlin, which we didn’t think you
would ever see, the largest symbol of capitalism, the Golden Arch-
es, casting a shadow on the wall of the Kremlin. So, that was very
important.

USAID, Mr. Mosley, brings that image to the ground with the de-
velopment, with the seeking of opportunities, fulfilling peoples’
dreams in these foreign countries, sometimes through the eyes of
experts from the United States. It is terribly important.

I work with farmers in order to get through USAID, to get them
to build farming communities and eventually processing plants so
that we could utilize their renewable resources for the business
that we wanted to build in those countries.

Certainly, the Peace Corps continues to offer, not only on an aca-
demic level, but I think equally important, on a level that makes
a community of the world for us from many different aspects. Some
of the programs that the Peace Corps has taken on, I think, Mr.
Smith, have done us proud and done us well in the world.

Of course, finally, Mr. Jagadesan, your organization has contin-
ued to operate on a very important level simply from the stand-
point that it fills out the need that is required around the world.

So, with that, I would probably turn my attention, Ms. Sigmund,
to the image that we want around the world. One of the images
that I want around the world is that I don’t necessarily want to be
the toughest kid on the block, although most people would suggest
my nickname, ‘‘Butch,’’ would suggest that.

But I do know that we have to be strong and act with that
strength to confirm the values that we have and the values that
we built. I don’t want to be part of the huddled masses. I don’t
want to be afraid to walk the streets of these foreign countries
where we have an opportunity to engage, not only in keeping the
peace, but also in expanding market horizons and value horizons.

So, tell me a little bit more, if you would, about how not only
brick and mortar FE and I know brick and mortar and fences and
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all that are important FE but it seems to me that the image and
the attitude is equally important.

If we build the right image and the right attitude, it seems to
me, maybe the brick and mortar isn’t as necessary as we may think
it is.

Ambassador SIGMUND. I agree with you, Congressman. One of
the challenges for the State Department and its embassies overseas
is to meet the new needs of Americans working and traveling over-
seas.

Embassies become advisors, consultants, sources of protection
and safeguard for Americans who are trying to pursue a variety of
interests overseas.

I think image is terribly important and with the consolidation
of——

Mr. OTTER. Excuse me. I apologize.
Ambassador SIGMUND. No, that is all right. Am I too loud or not

loud enough?
Mr. OTTER. No. I was trying to find out if I am done. I don’t

know all the rules here yet.
Mr. SHAYS [resuming Chair]. Let me just say, when we have two

or three Members we just go on 10 minutes or so. We are not as
strict unless we have more Members. So, you are doing fine.

Mr. OTTER. Thank you.
Ambassador SIGMUND. Image is very important. With the con-

solidation of USIA with the State Department there has been a rec-
ognition that public diplomacy which can contribute to a positive
image for the United States overseas can advance our interests and
our foreign policy goals is going to be more carefully grafted to the
development of policy and its implementation.

I think one of the things that is detrimental to our embassy over-
seas is the often shabby, dilapidated state of our embassies. Not
only are they eyesores in many cases, but they are not safe places
to work.

The Department has recognized this and is developing a con-
struction plan that will address some of these issues. But it is
going to require sustained commitment on the part of the Depart-
ment and it is going to require a partnership with the OIG to iden-
tify problem areas before they become costly mistakes.

Mr. OTTER. Mr. Mosley, I am very aware of many of the good
things that USAID has done mostly in a physical sense, the con-
struction, if you will, the building of programs and those sort of
things.

I served under President Reagan for 17 months as sort of an am-
bassador-at-large at the U.S. Task Force on International Private
Enterprise. Resulting from that, we brought to Congress a report
called the Andres Report because it was chaired by Dwayne Andres
of Archer, Daniels Midland.

I brought the agricultural aspect, I felt, coming from Idaho, to
that. I found an alarming thing, a thing that sort of alarmed me.
USAID was looked on more as a universal or an international, I
guess I should say, ‘‘welfare agency’’ as much as it was looked on
in some of the countries and invited in as a welfare agency rather
than as one that was there to really establish not only the brick
and mortar of private enterprise, but more importantly the con-

VerDate 11-MAY-2000 09:51 Apr 12, 2002 Jkt 000000 PO 00000 Frm 00210 Fmt 6601 Sfmt 6601 C:\DOCS\77881.TXT HGOVREF1 PsN: HGOVREF1



207

cepts, the idealism of private enterprise, of market discipline and
those kinds of things.

I know that the Inspector General, when the Inspector General
looks at things, it is easy to assess the value and the effectiveness
of brick and mortar. It is a little more difficult the more esoteric,
but the esoteric in this case, and especially your case, is a lot more
important.

I would like to have an expression of how you assess that, the
more esoteric, the image of whether we are there for welfare pur-
poses. Let me speak directly to a couple of instances. When I was
in Turkey, in an operation just South of Izmir, USAID was very,
very effective, because the Turks wanted free enterprise.

When I was in Manila, I saw just the opposite. They were sort
of there as a welfare agency rather than an agency that was going
to leave a foundation, not only of concrete, but also of a belief that
the marketplace should be the ruler.

Mr. MOSLEY. You are absolutely right, Congressman. USAID has
to be more than just a welfare agency. I think the agency has em-
braced that fully over the last several years. The agency is working
toward what is considered to be sustainable development, whereas
you go into a country and not only do you help them out of a situa-
tion that they are in, but you help to provide, where they have the
technical abilities, to work and sustain themselves once the U.S.
Agency for International Development has moved on to some other
countries.

Hopefully, there will be something called graduation by these
countries. The image of the U.S. Government is never a problem
as long as people understand that the Agency for International De-
velopment is a part of the U.S. Government.

I think they are doing a lot of things these days. For example,
in some of the micro-enterprise programs where they help people
start businesses, including small businesses, help them manage
those businesses and move on and they grow to graduate from the
need to have AID programs.

In addition to that, the Office of the Inspector General is in-
volved in that same process. We work with a lot of the supreme
audit institutions around the world and those are comparable to
the General Accounting Office in the United States.

The agency provides funds to those supreme audit institutions so
they can go to training, they can learn what the requirements are.
We provide OIG the technical support to help them learn the
standards and learn how to audit the dollars that come from not
only the U.S. Agency for International Development, but all the
U.S. Government agencies as well as other donors into their coun-
tries, help them account for those dollars and be able to report and
assure that the funds went to accomplish what their intended pur-
poses were. That, we consider, to be sustainable development.

Mr. OTTER. Thank you, Mr. Mosley. I would agree.
I would like to recognize the presence of Congressman Platts,

who just arrived.
My time is up and so I will turn it over to the ranking member,

Mr. Kucinich.
Mr. KUCINICH. Thank you very much, Congressman Otter and

thank you, Mr. Shays, and members of the committee.
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First of all, I want to welcome all the Inspectors General to his
hearing. I look forward to working with each and every one of you
in my capacity as the ranking Democrat.

I am looking at the prepared statements here. There are a couple
of questions that I have beginning with Mr. Mosley. On page 2 of
your prepared statement you talk reports identified approximately
$87 million in questioned costs or funds which could be put to bet-
ter use.

Would you be able to provide this committee, with the permission
of the Chair, with that information in terms of what you are talk-
ing about in terms of those costs?

Mr. MOSLEY. Yes, sir. I certainly could.
Mr. KUCINICH. With respect to page 20 of your very comprehen-

sive statement where you speak of accountability in the inter-
national environment, which I think is a principle that has to apply
across the board to government everywhere, and that, of course, is
the nature of this committee, you speak of the serious management
challenge and its vulnerability to fraud and corruption.

You illustrate it by speaking about this publication by Trans-
parency International. In it you cite that there are 36 countries in
this report that have been getting assistance who have a rather low
rating in terms of issues relating to fraud and corruption.

Could you provide a list of those countries and also, with the per-
mission of the Chair, if you have such a list available, and I imag-
ine you do, of what the major challenges are in those countries?

Mr. MOSLEY. Yes, sir. I could certainly provide that. In addition
to that, if you would like, we have established what we call a fraud
awareness program where we are in those countries. We assess the
vulnerabilities at an early point, when AID goes in to start a pro-
gram operation. Then we give them intelligence in terms of con-
tractors or others who have had problems in the past.

We provide our Fraud Awareness training courses to the govern-
ment officials, to the AID officials, the contractors and grantees so
that they know what things to look for where there might be prob-
lems and we make sure they are advised of how they can advise
us when there are problems and we can then followup to determine
where there is a need for an investigation.

I could also provide you a copy of our Fraud Awareness Program
that we put together.

Mr. KUCINICH. Thank you.
This question would be for Mr. Jagadesan. You mentioned in

your background material that was provided to this committee with
respect to the description of the powers of the ITC, its broad inves-
tigative powers on matters of trade and its adjudicative role in
making determinations with respect to unfair trade practices.

I am new to this subcommittee, so I wonder if you have any kind
of publication where you have listed or you have a flow chart avail-
able of the unfair trade practices that are currently under inves-
tigation country by country.

Mr. JAGADESAN. I am confident I could provide that to the com-
mittee.

Mr. KUCINICH. I am particularly interested in what is going on
with respect to the dumping of steel. I come from a district, Mr.
Chairman, that is being decimated by steel that is being dumped.
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It is costing us thousands of jobs. This is in violation of the trade
laws.

Notwithstanding whether an administration asks for an action
under Section 201 of the 1974 Trade Act, I would like to know
what you have in the pipeline with respect to active, if you can do
that. Because most of these are generated, I think, by public proc-
ess. Am I correct?

Mr. JAGADESAN. Yes.
Mr. KUCINICH. I would appreciate it if you could provide that in-

formation.
Mr. JAGADESAN. Sure.
Mr. KUCINICH. That is it. Thank you, Mr. Chairman.
Mr. OTTER. I would ask that the reports or lists that were re-

quested by the ranking member, that you would supply him FE
you meant that for the permanent record for the committee?

Mr. KUCINICH. I would like to have a chance to look at them,
with permission of the Chair, of course. I am not working unilater-
ally on anything. I think it would be valuable for the committee to
receive it.

Mr. OTTER. I would request that it be made part of the perma-
nent record of the committee.

Mr. SHAYS. Thank you, Mr. Otter. Actually, it is probably fitting
that you have control of the floor right now because I have to con-
fess I have a blatant conflict of interest when it comes to Mr.
Smith, being a former Peace Corps volunteer and given that my
wife works in the World Wise School Program.

So, I have this deep affection for the Peace Corps and it is hard
for me to imagine the Peace Corps could do anything wrong, that
they would even need an Inspector General.

I was fascinated by your testimony, I wasn’t here, but your writ-
ten testimony that the mix of male to female was 60–40 and now
it is the other way around with 60 percent of the volunteers being
women.

I would say at first pass, and I don’t mean this facetiously in any
way, but based on my experience that some of the best volunteers
were women. I am in awe of the women who could be in some of
the most difficult places in the world and do so well.

In fact, I almost have a standard policy that if a Peace Corps vol-
unteer, female, comes and is looking for a job, I hire her because
I know that she would be extraordinarily competent.

But it does raise some interesting questions as it relates to the
kinds of countries we are going into. I wonder if you could just
speak to that. A number of the countries we are going into do not
always treat women with the same equality that they would treat
men. I am wondering if that is something you are looking into and
I am wondering if that is something the women know about before
they join the Peace Corps.

Mr. SMITH. First, I would draw to your attention that this pro-
portion between men and women is tending more and more toward
more women. This is what we see on college campuses today.

Mr. SHAYS. Do you mean just in terms of the number of people
who go to college?

Mr. SMITH. Yes. I think it is like 55–45 now in colleges. Again,
it is growing the direction of more women. I think that is reflected
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in the Peace Corps. I expect that the Peace Corps, will it is 61 per-
cent now, over the next few years we will be moving up toward 70
percent.

At that point it does seem to me that Peace Corps management
should be asking, first one question. The question is: What would
I do differently if the Peace Corps were all female? Is there any-
thing that I would change in the way it operates. I think the an-
swer would be yes. I think that there would be very explicit
changes made, perhaps, in the medical services.

They would look much more closely and explicitly at the security
questions and the safety questions facing women. The countries
that the Peace Corps is in, there are many countries where it is
difficult for women. They are out in villages and so forth and they
are harassed. Many of these issues, of course, come through our of-
fice. So, it is highlighted more from the point of view that we bring
to it.

Also, the Peace Corps, as part of its training, has training for
women on how to deal with these cultural aspects of working in
countries that are quite different from ours. They deal with ques-
tions of dress and demeanor, of where volunteers live, whether they
live with families, for example, or alone.

So, there are many things that they really are looking at. I think
it needs to be looked at even more.

Mr. SHAYS. Now, I am sorry to deal with something I am more
personally involved in, but let me deal with this first. We love the
State Department interaction, but we didn’t want to be part of the
State Department.

When we lived in a village, when we spoke their language, we
didn’t want them to feel that we were an extension of the govern-
ment, though we were proud as can be to be Americans there. Con-
gress has legislated that during times of crisis, Ambassador, we
need to bring people into the embassy or into a safe haven.

Do we have that same requirement for Peace Corps volunteers?
Ambassador SIGMUND. The State Department understands that

the Peace Corps is unique and that its ability to function effectively
often requires a certain amount of psychological and physical dis-
tance from the Chancery and the people working therein.

The coordination between the Peace Corps Director and the Am-
bassador is always very close. The safety of the volunteers is para-
mount.

Mr. SHAYS. Do you technically need a waiver, though, to ignore
the mandate of Congress?

Ambassador SIGMUND. I am not sure.
Mr. SMITH. With respect to the new building program, the Anti-

terrorism Law? It is my understanding there needs to be an ex-
plicit waiver.

Mr. SHAYS. You see, if you were in Congress, you would have
asked if the gentle lady would yield.

Mr. SMITH. Excuse me, Ambassador.
Mr. SHAYS. I would never interrupt an ambassador. Why don’t

you finish, Mr. Smith? I am just having fun.
Ambassador SIGMUND. I am sorry, Mr. Chairman, I am not as fa-

miliar as I should be with this.
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Mr. SHAYS. I am not that familiar either. It was just raised and
so I guess it is something we need to look at. But your point has
been that the State Department has traditionally been very con-
scious of the distinctions of that.

What I am hearing from your testimony, Mr. Smith, your written
testimony, is that the possibility of needing some kind of waiver to
make sure it is fairly clear that there should be a little more discre-
tion there. Is that correct?

Mr. SMITH. Yes, and that these waivers should be looked at. But,
granted, I would think in all cases, and perhaps placing some re-
view on the Peace Corps as to how they are handling the security
requirements they face.

But, it would be very dangerous in the Peace Corps to have vol-
unteers coming in and out of the embassy and being watched by
the intelligence services of the host countries, that they will be
identified there.

Mr. SHAYS. Are you a former Peace Corps volunteer?
Mr. SMITH. I am, yes, sir.
Mr. SHAYS. You speak like one.
Mr. Jagadesan, let me ask you a question. You are a new party

to our oversight. We wanted very much to have that oversight be-
cause we realize that trade is very much involved. We are getting
involved in chemical and biological agents and with biological
agents, we have to look at what businesses are doing. We have
trade agreements between countries.

There is a whole host of issues that relate to our committee. So,
it is delightful to have the commission be a part.

You are a fairly small entity. How many basic employees are we
talking about with your total jurisdiction?

Mr. JAGADESAN. Our fiscal year 2001 staffing plan has 390.5 per-
manent positions. But I think we are at somewhere in the 360’s of
permanent employees on board.

Mr. SHAYS. What I meant was your total oversight for the com-
mission.

Mr. JAGADESAN. Currently, I think it is about 360.
Mr. SHAYS. OK. So, it is fairly small.
Mr. JAGADESAN. Yes, we are small.
Mr. SHAYS. So, your office is about how large?
Mr. JAGADESAN. Three point five staff, but actually three on

board.
Mr. SHAYS. How many years have you been doing this?
Mr. JAGADESAN. I have been counsel for about 31⁄2 years. I have

been in the Acting Inspector General for about 2 years.
Mr. SHAYS. OK, so you have had some history here. Where would

be the area where you have had the biggest disagreement with the
commission where they are the least receptive to your suggestions
and your recommendations and your findings?

I am going to ask each of you that question, but you get it first.
Mr. JAGADESAN. To be honest, we have not had very significant

disagreements. Where we have, we have been able to come to FE
I wouldn’t say ‘‘compromise’’ FE but come to an understanding.

Mr. SHAYS. Would you give me an example?
Mr. JAGADESAN. One of our most recent recommendations was

that the commission should establish an office of CIF.
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Mr. SHAYS. Did you say CFO?
Mr. JAGADESAN. CIF, Chief Information Officer.
Mr. SHAYS. OK.
Mr. JAGADESAN. There were significant discussion amongst the

Commissioners and the office directors on whether that was a good
recommendation. Ultimately, they have decided that it is a good
recommendation and they intend to implement it.

Mr. SHAYS. When do they intend to do that?
Mr. JAGADESAN. Well, right now, sir, they have decided that the

most appropriate level would be a Senior Executive Service posi-
tion. For the agency to obtain a Senior Executive Service position
that is allocated by OPM, they have sought the approval to have
an additional position.

Mr. SHAYS. When would they do that?
Mr. JAGADESAN. My understanding of it is that it has been sent

to OPM for approval.
Mr. SHAYS. OK. When did you end up with this dialog? When did

you first make the recommendation?
Mr. JAGADESAN. Probably about a year ago.
Mr. SHAYS. Maybe a little longer than a year ago, probably;

right?
Mr. JAGADESAN. It is not in the recommendation that is over a

year old yet. It is not in that category.
Mr. SHAYS. Mr. Chairman, if you don’t mind, if I could just go

through each of them and then we will go back.
Mr. OTTER. The gentleman has the floor.
Mr. SHAYS. Mr. Smith, what would be the biggest area where you

have made recommendations and haven’t had a receptive audience?
Mr. SMITH. I would point to two areas. One is when we have

made recommendations about the weaknesses in the actual pro-
grams, what volunteers do. We have had some resistance from the
management staff.

Mr. SHAYS. I am not clear. Where you had what? I am sorry.
Mr. SMITH. When we have made recommendations about the

work of volunteers, we have found volunteers, in our view, inad-
equately employed.

Mr. SHAYS. OK. So, there have been occasions where you have
seen a volunteer and you are saying, listen, they are there but they
are not being fully utilized.

Mr. SMITH. Exactly.
Mr. SHAYS. I know from my own experience that we saw that

happening. We almost became an instrument for the government
to say they had seven volunteers here. Sometimes they didn’t want
to move them from one district because they didn’t want to offend
the country. That kind of thing still happens?

Mr. SMITH. Sure it does. We have had some resistance from the
management to change that. The other area is that when we have
found on a few occasions that, in our judgment, the posts were not
prepared to receive new trainees and we have recommended that
they not send a training group, which would be, let us say, 30
trainees going into a country.

We have had some difficulty in their accepting that.
Mr. SHAYS. Well, I could say that problem has been there for

years. You answered my next question.
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Mr. Mosley.
Mr. MOSELY. Well, Mr. Chairman, I think probably the most sig-

nificant area where we have had disagreement is our involvement
in the establishment of the financial management system. Their
first attempt at setting up an integrated financial management sys-
tem was call the New Management System.

We tried to be involved very early. We were first resisted and
they did not want to provide us information in terms of systems
documentation. Their reaction was, ‘‘We are not ready for review.’’

We were trying to explain, ‘‘We need to review now and let you
know the things you should be aware of before you make mis-
takes.’’

They basically did not listen to us. That system was a failure. It
received a lot of attention up here in Congress and they were se-
verely criticized.

With the current system that they are implementing FE basi-
cally, their response was that they didn’t think that we were quali-
fied to give them recommendations in a technology area FE we
were able to show them that we could do those reviews and provide
solid information, that we did have the expertise on staff to provide
that information.

With the current system they are implementing they work with
us very closely. As I have indicated, they even backed off of their
initial implementation date for the PHOENIX system.

Mr. SHAYS. I have gone almost 15 minutes, so let me just quickly
inquire of Ambassador Sigmund.

Ambassador SIGMUND. Let me first say that the OIG’s relation-
ship with the Department, I would characterize it as critical con-
structive rather than contentious. The Department’s record of im-
plementing our recommendations is a good one.

Where the Department hasn’t implemented those recommenda-
tions tends to be areas where there is a lack of adequate resources.
That being said, I would have to say that our biggest frustration
has been with the Department’s slowness to understand the impor-
tance of strategic planning.

The Department has been traditionally reactive. The need to de-
velop plans for long-term construction, the need to develop work
force plans, the Department has been slow to understand the im-
portance of these issues.

Mr. SHAYS. I know the gentleman has to leave. Do you have any
questions before you have to go?

Mr. OTTER. I just have one for Mr. Mosley. Let us go back to my
statement relative to sometimes I felt like philosophically we were
exporting more welfare than we were true business principles
under USAID.

Is there anything in your investigations and oversight that would
tell you that we do have a major problem there and that we should
correct that? Then, how should we do that?

Mr. MOSELY. I can’t say that we have anything right now which
would indicate that. I think the programs the agency has moved to-
ward, Democracy in Government, is trying to help the people in
those foreign countries try to set up democracies and improve their
operations so that they are sustainable. I think that has changed
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tremendously over the years. So, we do not have anything to indi-
cate that is a problem at this time.

Mr. OTTER. I see. I have one followup with that, you know,
USAID, through the World Bank and many other organizations
and then within their own budget generally supplies capital that
can become available for startup entrepreneurs. What is the rate
of success under USAID?

Mr. MOSELY. The rate of success in those programs is very high.
I can’t give you a percentage, but based on our audit work, they
normally make loans to groups and those groups monitor them-
selves and each other. There is embarrassment if they fail.

Their rate has been very high in terms of success. There have
been very few failures.

Mr. OTTER. Is there an area of the world that has a higher rate
of failure?

Mr. MOSELY. I can’t answer that at this time, sir. I could find out
and let you know.

Mr. OTTER. That is all I have, Mr. Chairman.
Mr. SHAYS. Thank you very much. I appreciate your help today.
Mr. OTTER. Well, you are quite welcome.
Mr. SHAYS. I think I have about ten more minutes of questions.
Ms. Sigmund, let me just say this. I am very impressed with the

young State Department employees that we have. I think I actually
applied and didn’t get accepted. I applied to CIA and the State De-
partment and I didn’t make the grade.

Ambassador SIGMUND. It was our loss, sir.
Mr. SHAYS. You mentioned unfilled positions. You didn’t say ‘‘un-

filled positions.’’ You actually just said you had a shortage of staff.
Is that because we don’t create the positions, we aren’t funding the
positions or we can’t hire for positions that are out there?

Ambassador SIGMUND. In the mid-1990’s, for budgetary reasons,
the State Department stopped hiring young officers.

Mr. SHAYS. Even though they had the slots, but they didn’t have
the dollars.

Ambassador SIGMUND. They have what are called the ‘‘FTEs’’ but
they didn’t have the dollars. They chose to deal with reduced levels
by not hiring. That clearly has been a mistake and it has had an
impact on a number of our operations overseas.

Mr. SHAYS. Give me an example of a negative impact.
Ambassador SIGMUND. Well, an impact on our consular oper-

ations, for example. Traditionally, young officers or new officers
come in and their first assignment is with consular services. A
number of our positions have gone unfilled overseas because we
have not had the officers to put in those positions.

The Department understands its mistake, however. In the last
year or two the Department has aggressively started recruiting and
is trying to develop the kind of work force planning it needs to en-
sure that doesn’t happen again.

Mr. SHAYS. But there has been talk, there was a suggestion
made, and I don’t know who made the suggestion, so I don’t want
to attribute that, that in some countries we combine and have re-
gional offices or at least regional administrative offices.

Is that something you have given thought to?
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Ambassador SIGMUND. We have given thought to it. In fact, as
a result of some of our work, regional consular positions have been
established. One most recently is for African posts where in fact
there is a shortage of consular offices to staff sections in those em-
bassies.

Clearly, looking at how we might use regional administrative ca-
pabilities is something that the Department needs to consider and
in fact has begun to consider. For example, administrative services
for the new independent states is provided on a regional basis out
of Germany.

I think we are going to be seeing more and more serious study
of just what might be handled regionally in order to free up space
and positions in individual bys.

Mr. SHAYS. Let me just ask these questions because they are
questions that particularly staff and I want to make sure are on
the record.

Is the State Department exercising proper management controls
over funds Congress has allocated for embassy upgrades?

Ambassador SIGMUND. Yes. Their record has been very good. We
have looked into that issue.

Mr. SHAYS. How do you think the U.S. overseas presence should
be restructured to address security operational and foreign policy
interests?

Ambassador SIGMUND. Well, I think one thing that needs to be
done is to increase the Chief of Missions authority to direct and de-
fine what agencies will be working and operating within his coun-
try. He is charged by the President, as his representative, to pro-
vide oversight and policy direction. He has the responsibility. He
needs the authority to run the operations and agencies.

Mr. SHAYS. We have visited a number of embassies. At first I
was surprised by the number of different operations we had. When
we spoke to the employees, not in the State Department but in the
State Department domain, about utilizing facilities they felt their
first allegiance was to FE if they were Commerce, the Secretary of
Commerce. They did acknowledge that the Ambassador has tre-
mendous oversight, but their first response was to their long-term
employer.

Are there opportunities that exist to reduce overseas staffing at
some posts to reduce costs and security vulnerabilities or is that
just simply not possible, not likely?

Ambassador SIGMUND. Clearly, I think, because it is a security
issues as well as a resource issue, the size of our overseas missions
needs to be examined. The work done in that area is only very pre-
liminary.

Frankly, it is a challenge to get other agencies working in the
international arena to work with the State Department to right
size our embassy.

Mr. SHAYS. Mr. Mosley, we covered most of the issues that we
wanted to ask about. I may come back on something separate. But
let me to go Peace Corps and just ask this question.

How does the 5-year rule affect the agency and the Office of In-
spector General? The 5-year, I think, is unique to the Peace Corps.
You work for 5 years and then you are out.
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Mr. SMITH. Yes, the 5-year rule sets a 5-year limit on employ-
ment.

Mr. SHAYS. You can come back 5 years later, right? But you can’t
work continuously for more than that?

Mr. SMITH. That is right. You can’t extend it every 5 years. There
are exemptions to that. You can get a 1-year, additional 1 year or
an additional 21⁄2 years. It is a maximum of 81⁄2, but that 21⁄2 year
extension is very limited.

What it does to the Office of Inspector General is that it makes
it difficult to develop the expertise that you need that you get over
time with familiarity with the operations of an agency.

Mr. SHAYS. You come under that. You are not under the Inspec-
tor General?

Mr. SMITH. The Inspector General Act in Section 8(d) provides
for the designated Federal entity, OIGs, that the personnel policies
and rules that the agencies where they work apply to them. It was
in response to the fact that Title V didn’t apply to all of the new
agencies being brought in by the 1988 Amendments to the Inspec-
tor General Act.

So, for us, we have a 5-year limit. If I want to extend someone
beyond that for 1 year or 21⁄2 years, I need to go to the Director
of the agency and ask. So, my independence is limited in that re-
spect.

Mr. SHAYS. But you could utilize, you can find very competent
employees from other offices who can move in, who have had expe-
rience. They just wouldn’t have had experience in the Peace Corps.

Mr. SMITH. From other Peace Corps offices?
Mr. SHAYS. No.
Mr. SMITH. From Inspector General offices?
Mr. SHAYS. Yes.
Mr. SMITH. Sure, sure. They just wouldn’t have the Peace Corps

knowledge, but they would have the IG knowledge.
Mr. SHAYS. Right.
Mr. Jagadesan, let me ask you this question: What is the current

state of ITC’s information technology systems? What must ITC do
to modernize these systems and what are the costs and benefits of
such modernization?

Mr. JAGADESAN. I would report that the current state is very
good, but I think we are at a point in the commission’s history
where we can do some significant improvements that would affect
and improve the agency dramatically.

The issue that is going to be an impediment to this is going to
be funding. In a broader sense it is funding how smaller agencies
are funded in general. What I mean by that is, if you look at our
appropriations over the last several years, they are pretty much in
line with the pay raise.

So, for us to embark on a significant IT project, and significant
for our level is probably a $1 to $2 million project, when we come
up and ask for that in Appropriation, it looks as though we are
asking for a significant increase in our appropriations. It essen-
tially makes its way to the chopping block pretty quick.

But, a $1 million investment in an agency of our size can go a
long way in improving our IT infrastructure. When you look at the
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way our budget is broken out, the bulk of our expenses are tied up
in personnel and rent.

So, our discretionary funds are very limited and our ability, even
if implementing all OIG recommendations, we are not going to
squeeze a lot of dollars out of there for some of these big ticket
items. When I say ‘‘big ticket items,’’ I mean like electronic filing
before the agency and things like that, which are really very impor-
tant because some of the other agencies we deal with are going to
be accepting electronic filing.

If we are not on a par with that, for instance, an attorney who
is filing with the Patent and Trademark Office is going to file his
application electronically. The same supporting documentation may
be forced to come to us on paper, which is really a backward step
in the process.

For instance, when we are appealing our cases to the Court of
International Trade, we are going to be required, because of the
way the administrators of the courts are, to file electronically. We
may have received those supporting documents on paper in the
first place.

So, projects like that have significant price tags. For us to fund
projects like that is going to be crucial in the future I would hope
we have some creative solutions in the Congress to help us with
that.

Mr. SHAYS. Are the IGs invited to make presentations before the
Appropriations Committee when the agencies go? Are you ever in-
vited before Appropriations?

Mr. MOSELY. Most of the times we do not. I happen to be testify-
ing before a subcommittee of House Appropriations next week on
the hurricane mix activities and the use of the supplemental, but
normally not for our budgets.

Mr. SHAYS. That is interesting. I would think that would be of
tremendous importance to the appropriators to have you all testify.
But as a general rule the testimony you all are giving me is that
you don’t.

Mr. Mosely, I would like to know what AID has done to address
its recruiting and retention problems.

Mr. MOSELY. Basically, they have implemented a new program
where they are trying to hire a lot more people. They call it the
new entry program. They are trying to hire people who are not nec-
essarily at the entry level, people with some experience and various
skills. They are hiring people at this point. They put them through
an extensive training program. Then they even send them to the
field at some point on a temporary basis.

That is what they are working on most of all. Then, from a Civil
Service standpoint, they are going through the normal Civil Service
rules when they are trying to hire. But it gets very difficult now
to hire people specifically in the areas of the information tech-
nology and some of the financial management areas. That is just
a difficulty that everybody is facing. It takes time.

Mr. SHAYS. You could almost have a boilerplate for all IGs. You
print it in your document. We just give it out to all IGs and they
can all print it as something that is not unique to any agency.

Mr. MOSELY. That is correct.
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Mr. SHAYS. I am going to close with my specific question with
you, Ambassador, and just ask you the same basic question. I real-
ize I asked you the question if you have a problem. But I don’t
know how you are solving the problem.

Ambassador SIGMUND. In fact, we are more aggressively recruit-
ing. We are also looking at retention and Director-General Gross-
man has instituted some real improvements in making Foreign
Service more attractive.

Mr. SHAYS. But you have up and out. You can be out real quick
if you have not moved up in a certain period. It is somewhat like
the military, I guess. I met some employees in their early 50’s who
are no longer working for the Department and yet they are very
capable people.

Ambassador SIGMUND. That is true. OIG hasn’t looked at that.
I am a Foreign Service Officer, so I guess I would have to say that
personally I understand, if not always sympathize, with the up and
out approach.

It has served DOD and, I think, the State Department well in
testing officers for both management and policy skills for the Sen-
ior Foreign Service.

Mr. SHAYS. But think about it. We all can think of somebody who
is ideal for that position, but not necessarily ideal for the position
above. Yet, you lose them.

Ambassador SIGMUND. I think that the time has come for us to
re-examine all of those sacred cows and shibboleths.

Mr. SHAYS. That is something you can examine; correct?
Ambassador SIGMUND. We can examine it, yes.
Mr. SHAYS. Let me just ask you, is there a question that you had

stayed up all night preparing for that we didn’t ask that you wish
we had asked? Then ask yourself the question and then answer it.

I am being, obviously, a little more facetious than I need to be.
Is there a question that I should put on the record that you need

to answer? We are going to close up, so I am just going to give you
the opportunity to respond to any particular question that you real-
ly think we should have asked and you wanted on the record. I am
asking that of all of you. Do you want to start?

Ambassador SIGMUND. You could have asked if we have suffi-
cient to do our job.

Mr. SHAYS. Do you have sufficient resources to do your job?
Ambassador SIGMUND. No, Mr. Chairman, we don’t. The Depart-

ment is about to embark on a very ambitious embassy construction
project. We will be giving it close scrutiny, particularly the major
building projects such as Beijing.

The problem is that our ability to provide oversight for those
projects is very limited.

The other area where we are in as much disarray as the Depart-
ment itself is in the area of information technology. We are dealing
with the same problem of antiquated, antediluvian information sys-
tems that make our work very difficult.

Mr. SHAYS. Thank you. Is there any question you wanted on the
table, Mr. Mosley?

Mr. MOSELY. Mr. Chairman, I would just like to agree with my
distinguished colleague from the Department of State. We do not
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have sufficient resources to do all the things that we really do need
to do.

I think the one thing that I would like to emphasize, and this
is not necessarily the question, but we have in the Office of Inspec-
tor General at AID, we have embarked on a vigorous program of
proactive activities rather than the traditional audit and investiga-
tive work at the end of projects.

That has taken a lot of our resources. Yet, we still have to do
our traditional work. So, we certainly could use some additional re-
sources to do that.

Mr. SHAYS. So, the traditional work gets done, but there are lost
opportunities in some other areas.

Mr. MOSELY. There are lost opportunities simply because we in-
volved early on with the programs that the agency is doing and try-
ing to give them input for corrective action before the money is out
the door.

Mr. SHAYS. Mr. Smith, I realize I said that we don’t need an IG
because the Peace Corps does everything perfectly. But what I real-
ize is that your job is not a gotcha, so you can always make an
agency more efficient.

What question should I have asked you?
Mr. SMITH. The same. There is always a resource issue. In our

case we have a total staff of 15.
Mr. SHAYS. Fifteen out of how many employees?
Mr. SMITH. We have a total of 15 staff in the IG’s office.
Mr. SHAYS. You are talking about how many, 7,000 plus?
Mr. SMITH. 7,000 volunteers in 76 countries.
Mr. SHAYS. Yes, when you think about that, you clearly can’t be

out there.
Mr. SMITH. It is very difficult. When I started working in the IGs

office, the goal was to visit every country in some fashion every 3
years. We now aim every 5 years because we just don’t have the
staff to do that.

Mr. SHAYS. And once you are there, you don’t have much time
to spend, obviously.

Mr. SMITH. That is the other issue.
Mr. SHAYS. You only have 15 employees?
Mr. SMITH. Fifteen employees. I have tried to hire people at mid

and late career levels because we don’t have the time to train peo-
ple. When you have a 5-year period, you really can’t spend that
time. So, we have an excellent staff, but they are spread very thin-
ly.

The impact, I think, affects our ability to examine larger issues
that affect the agency as a whole, particularly headquarters issues.

Mr. SHAYS. It could have tremendous pay-back.
Mr. SMITH. I think so.
Mr. JAGADESAN. When we are fully staffed, I think our resources

are right for the size of our agency. However, if you encourage Mr.
Smith to take our most seasoned people, we would be in trouble.

Mr. SHAYS. Thank you. I am going to conclude. I would just point
out that in the back of the room we had students from, I think,
Monroe, Stamford, New Canaan and Fairfield participating in the
Congress Youth Leadership Council Program. They stayed and lis-
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tened to a great deal of this, which surprised me. Some students
come in and out.

This is the kind of technical conversation isn’t always interest-
ing, though the work you are doing is fascinating.

I thank you all for being here. Please stay in touch. You are our
right arms. You are very important to the agencies and you are
very important to the work of this committee. We enjoy the good
working relationship we have with all of you.

Thank you for what you do and for what your staff does as well.
With that, I thank our recorders. We will hit the gavel and end

this hearing.
[Whereupon, at 2:25 p.m., the subcommittee was adjourned, to

reconvene at the call of the Chair.]
[The prepared statements of Hon. Bernard Sanders, Hon. Wm.

Lacy Clay, and additional information submitted for the hearing
record follow:]
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