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GOVERNMENT WASTE, FRAUD, AND ABUSE 

TUESDAY, JUNE 9, 1981 

U.S. SENATE, 
COMMITTEE ON GOVERNMENTAL AFFAIRS, 

Washington, D.C. 
The committee met at 10 a.m., in room 3302, Dirksen Senate 

Office Building, Hon. William V. Roth, Jr., chairman, presiding. 
Present: Senators Roth and Pryor. 

OPENING STATEMENT OF SENATOR ROTH 
Chairman ROTH. The committee will please be in order. 
I understand that Senator Kasten is on his way but in the 

meantime I will give my opening statement so that we can proceed 
as expeditiously as possible. 

Today's hearings will focus on an innovative proposal offered by 
Senator Kasten to begin to bring under control a problem that has 
greatly concerned all of us, the problem of waste, fraud, and abuse 
in the Federal Government. 

Last month this committee heard alarming testimony from the 
General Accounting Office which confirmed what many of us have 
long suspected, that fraud against Government programs is wide­
spread and that most of it is undetected. It is no wonder to me that 
the American people are fed up with the misuse of their tax 
dollars. I believe that to solve this massive recurring problem we 
must have intense, well-coordinated effort in the Congress. 

I was very pleased to see the priority given to the eradication of 
fraud, waste, and abuse by the Budget Committee this year under 
the most impressive leadership of Senator Domenici. 

As I have said before, I intend to make the identification and 
elimination of fraud, waste, and abuse a major focus of the Govern­
mental Affairs Committee. This is not a job that we will be able to 
do alone, however, and I particularly want to thank both Senator 
Domenici and Senator Kasten for their efforts concerned in this 
area. 

I would also like to commend you, Senator Kasten, for your 
extensive efforts in formulating this bill. I believe you have, as I 
said earlier, a very innovative, interesting approach that is worthy 
of careful consideration and I am pleased to have both of you here 
on our first day of hearings on S. 1120. 

I am not sure in what order you gentlemen have decided to 
proceed. Senator Domenici, do you want to proceed? 

Senator DOMENICI. I have talked with Senator Kasten, Mr. Chair­
man, and he has very kindly consented to let me go first. I am 
supposed to be at another hearing at this time, also. So if that is all 
right with Senator Kasten, I will proceed. 
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TESTIMONY OF HON. PETE V. DOMENICI, U.S. SENATOR FROM 
THE STATE OF NEW MEXICO 

Senator DOMENICI. .lVIr. Chairman, I have prepared remarks. I 
think I am going to depart from' my normal approach and read 
most of this statement because we worked very hard to put these 
facts together, but at the outset, I would like to say.to you and the 
members of the committee and in a sense to remInd the Senate 
that while we are going through this rather exten~iv~ budg;et­
cutting process, you have been very much a. pa~t of It, IncludlI~g 
the reconciliation mandate that the two instItutIons gave to theIr 
committees to cut and change laws which affect spending. I want to 
remind the committee and again refresh the recollection of the 
Senate that for 1983 and 1984 we have a long way to go in order to 
find the savings that are yet required even if we assume the e?t.ire 
reconciliation package is effective, passed, and saves the $36 bIllIon 
for 1982. 

Assuming that we really want a balanced budget in 1984, the 
minimum that we have yet to find in unidentified savings is in 
excess of $40 billion. That is the minimum depending upon which 
tax package is passed and how the economy responds. I think it is 
generally accepted that $40 billion is about bottom line, it might be 
as high as $50, $55, $60, but in attempting to point this path out to 
the Congress of how we would get there, we assumed, Mr. Chair­
man, and members of the committee, that in addition to itemized 
savings in direct appropriations, perhaps less outlays in military 
preparedness which at one point was recommended, and the like, 
we assumed significant, identifiable savings in the area of fraud, 
waste, and abuse. 

In fact, we have plugged into the out years specific expectations 
of 1 percent. This approach of Senator Kasten as you know, Mr. 
Chairman, contemplates 2 percent set-aside but 1 percent is an 
identifiable $8.1 billion in budget authority and $7.2 billion in 
outlays for fiscal year 1983. 

And, $8.7 billion in budget authority and $7.7 billion in outlays 
for 1984. But the seriousness should be understood. To the extent 
that we don't find and identify that much, Mr. Chairman, then we 
have' to find it somewhere else to come within this $40 billion 
bot.tom-line savings yet to be achieved. 

I appreciate the opportunity, not only to join as cosponsor my 
distinguished friend whose idea is before you, but I cannot stress 
enough the importance of establishing some mechanism to ferret 
out and eliminate and identify various wastes and abuses in Feder­
al programs' so that we know where we are from the standpoint of 
budget considerations. 

All Government officials, media, and the public hear startling 
information regarding waste and abuse. The litany is long and 
frustrating and you probably know it as well as anyone. Everyone 
knows of some of the unwarranted Federal expenditures, nonpro­
ducing employees, or ill-targeted Federal programs. Yet concrete 
evidence is hard to come by. There is no line item in the budget 
that can be removed that would guarantee the removal of waste 
and abuse. The fact is that lack of a profit "bottom-line measure" 
in Government activity tends to remove the incentive to tighten up I 
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on Federal waste and places enormous responsibilities on sone kind 
of oversight procedure. 

While it is difficult, estimates do exist of certain abuses and 
potential savings. On March 3, 1981, then Comptroller General 
Staats testified before the House Budget Committee that up to $14 
billion in 1981 alone could be achieved through improved manage­
ment and efficiencies in Government. 

In its report entitled "Reducing the Federal Budget: Strategies 
and Examples, 1982-86," the Congressional Budget Office estimates 
that a net savings of $1.6 billion could be achieved in fiscal year 
1982 through improved debt collection by agencies in the executive 
branch, and that cumulative savings of $8.4 billion could be 
achieved over the next 5 years. 

According to the General Accounting Office there are currently 
$125.7' billion in Government-wide receivables due, of which about 
$6.3 billion will be uncollectable. Of the $6.3 billion of uncollecta­
bles, $3.9 billion are student loans. 

An Offica of Management and Budget and General Services Ad­
ministmation report on Federal travel indicates that 72 percent of 
the travel vouchers at the Department of Agriculture were for 
reasons unknown-83.6 percent at the Department of Treasl).ry and 
87.4 percent at HUD. Travel is obviously necessary, not only in 
Government, but just to be an active participant in the American 
economic scene, but one certainly wonders if the enormous sum 
expended on travel is truly warranted. 

A recent report issued by GAO on March 6, 1981, entitled, "How 
to House More People at Lower Costs Under the Section 8 New 
Construction Program," indicates that significant savings-about 
$2 billion per year-could be achieved in the subsidized housing 
programs if HUD would take steps to increase incentives for high 
quality management, build more modest sized section 8 units with 
fewer amenities and improve program administration. This would 
require the establishment of cost saving incentives at the agency 
level, not just mandating restrictions from a legislative hands-off 
perspective. 

Estimates of total spending on consulting services, which you 
again are very aware of, reach $2.4 billion annually and we have 
all heard of the problems associated with Federal consulting ar·, 
rangements. 

The National Tax Limitation Committee, iIi its February 15, 
1981, report, noted that of 13,848 consulting contracts it reviewed, 
about two-thirds were granted without competition. Moreover, 
many were awarded to former Government officials. The study 
noted that up to $1 billion could be, and should be, saved through 
tightened consulting procedures in the Department of Energy alone 
and about $3 billion in 1982 Governmentwide. 

The reports of potential savings are innumerable and disturbing; 
Yet, year after year the incentive to develop new programs seems 
to outweigh the incentive to curb abuses and inefficiencies. 

The approach outlined by Senator Kasten, which I will defer to 
him in terms of the detailed explanation, is an innovative first 
step. 

Mr. Chairman, to have each department or agency of the Federal 
Government find that 2 percent of the outlays expected were being 
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held by the Department of Treasury as provided for in this bill, 
until such time as that agency or department submitted its ap­
proach, internal approach, to savings by the elimination of waste, 
abuse, and fraud, would be the kind of incentive that would focus 
attention in the right place. 

It is almost impossible to do this from- the outside. This would 
have the employees, those who manage the departments, the Secre­
taries who belong to the Cabinet of the President, having to submit 
the detailed ways that they are going to effect these savings or in 
effect suffer a diminution of their budget. 

Obviously, there are some agencies and departments that by 
nature would not be able to save, but the process and procedure of 
putting this incentive where it belongs within the departments 
with a penalty if they do not comply, is an exciting and new 
approach. 

I urge that this committee, with primary jurisdiction in this 
area, give every consideration to the Kasten approach. Mr. Chair­
man, I would ask my statement be made a part of the record. 

I thank you for permitting me to testify and thank my friend, 
Senator Kasten, for permitting me to precede him. 

Chairman ROTH. Thank you, Senator Domenici, for your state­
ment and it will be included as if read in its entirety. 

I would like to ask two or three questions of you before you 
depart. The term we all use, "waste, fraud, and abuse," is not 
defined in this particular piece of legislation, nor, as far as I know, 
an~.h~re elf'e. I wonder, does the Budget Committee have any 
defInItion of these terms? For example, would the failure to collect 
receivables fall within the definition of abuse? 

Senator DOMENICI. I would say that certainly is not fraud. It 
probably is an abuse, but it might also be waste. I think the one 
that you have got to eliminate is fraud and start defining from that 
down. Fraud, as I understand it, is a much narrower and more 
easily defined term. It actually involves criminal violation of the 
law. 

So in that regard certainly what you describe would not be that. 
We have some definitions. I do not think the Budget Committee 
has any definitions that they use but I understand that there are 
various definitions. 

. Senator Kasten has prepared them in detail and is prepared to 
dISCUSS them, from the legal standpoint. 1 would, with the Chair­
man's permission, defer to him on that. 

Chairman ROTH. Let me ask two other questions. In this legisla­
tion the re~e~se of fund,s would be by the S~cretary of the Treasury. 
I wonder If It wouldn t be more appropnate for the Director of 
OMB to release funds, as a practical matter. Maybe we can hold 
that question for Senator Kasten, but I didn't know whether you 
had any comment. 

Senator DOMENICI. Mr. Chairman, actually from my standpoint it 
would not make any difference as long as we were using that 
instrumentality within the Federal Government that could actually 
enforce the withholding. 

In that regard, I think perhaps there is a difference between the 
Secretary of the Treasury, who makes the money available literally 
and OMB that has only those kinds of management tools that we 
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give them. They really cannot stop the .money flowin~ once the 
borrowing has taken place and the auth?nty has been gIven. It ~~s 
to be at some place that can be effective. I leave that. up ~o lJiJ.e 

committee but I certainly urge that it not be another dIrective. It 
literally h~s to be a forced reduction of 2 percent of what they have 
available. .. b 'ld 

Chairman ROTH. I am concerned that we are begInnIng to UI 
many procedures into the legislative process each ~ear to such an 
extent that it seems to me that we are always trYIng to catch up 
with ourselves and really don't maintain the kind of controls that I 
think are effective. . .. ., . 

I must say I agree with the thrust of thIS leglsl~tIOn. I thI~k It IS 
extraordinarily important that we make the ~arIOus age,nCles and 
departments aware of the importance of dOIng somethIng about 
fraud waste and abuse. The recent study of OMB sho::vs that that 
is not the c~se. I think it is important if we adopt thIS procedure 
that we take a look at how it meshes into our other procedu~es. I 
am very concerned about the cumbersomenes~ of the congre~sIOnal 
procedures and the time restraints an.d restrIctIOns we !ire Impos­
ing on ourselves which I am not certaIn m::;tke. for effective legIsla-
tive action. Do you have any comment at thIS time? . 

Senator DOMENICI. I agree wholeheartedly, Mr. ChaIrman. I do 
not know where we start to improve that, but I am fully aware' 
that this process in the Kasten bill would imp?se another ,Proce­
dure on the institutions. I would only say thIS, Mr. ChaIrman, 
there is obviously great room to streamline, for instance, ~he 
budget process, and, frankly, I have shar~d ~ number of those ~It.h 
you. You have joint jurisdiction in modIfYIng that law, but It IS 
with great trepidation that .1 wo~ld step 0':l~ a~d try to amend that 
act in the middle of somethIng lIke reconcIlIatIOn. It would seem to 
me that there is enough animosity around right now that we 
surely wouldn't want all that animosity to. be s.trengthened in an 
amending process on the Budget Act at thIS pOInt. y'/e are apt to 
end up instead of streamlining it, to zero it out. So 1 am not very 
excited about doing that quickly. But for instance, there ~sn't. a~y 
real reason to have a first and second concurrent resolutIOn. In so 
short a time, with such a small distance between them. Th.at IS one 
of the processes that address~s .your concern now, t? build another 
process on top of that. In thIS Instance we !lave thIS ,:,ery ?umb~r­
some reconciliation. We barely finish. Senator HatfIeld IS qUIte 
right. When are the appropriators going to have time for all of the 
appropriation bills and when will you find ti:ne t? pass the mean­
ingful legislation of the type that you have In mInd to report out 
here? That has to go on, too. 

So I share that concern. But I repeat, I do not think you are 
going to get to the heart of fraud, waste, and abuse without some 
mechanism that builds in an incentive at the department level for 
the savings to occur. . 

I think oversight is one of the things we h~ve faIled to. do 
adequately in the Congress, but ~ re~lly do not thInk ~e a~e gOIng 
to get at this pervasive part of bIg, bI~ g?vernment ~hICh ~s really 
where it comes from. An awful lot of It IS totally unintentI?nal. It 
is tough to manage, it is bigness, it is bureaucracy, but I thI,nk you 
have to have the mechanism to make somebody account for It, even 
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if you do it on a. trial run for a couple of years and even if you 
measure everythIng except fraud, which obviously requires an 
intent to cheat. . 

If you measure everything else against what they expected to 
spend, and say that is what was expected in these programs, now, 
by b~tter management, you ca? save a few percent, you are ad­
dressIng waste, and abuse. It mIght not be within the conventional 
definition, but that kind of savings is management savings that 
delive~s the service intended but does not cost as much. In the 
meantIme, somebody accounts for how they got sel~vice for less cost 
delivered in the right places at the right time. ' 

Senator KASTEN. Mr. Chairman, I would like to make one addi­
tional point. ~h~ bill as it is ~ritten J:as a sunset provision. In 
other words, It IS not necessarIly our mtention to establish this 
proce~s on an ongoing basis, ~ut somehow or other we have got to 
IdentIfy a way that the executIve branch and the legislative branch 
ca~ wor~ together to get us moving. We have been talking about 
domg thIS. for .ages and w~ have not been able to develop any kind 
of a ~oo.rdmatmg mechanIsm. So we are establishing a mechanism 
~hat IS mtended to make a start. Once in place, and the system is 
In place f~r a couple of years, maybe then we will be in the position 
to deal WIt~ tJ:ese problems more successfully in the budget and 
t~e appro~natIOns proces.s. But we have been talking about over­
sIght, talkmg about gettIng at waste, fraud and abuse in some 
cases and success has been limited. ' 

In the I:Io~~e budget. report, for example, they just took a 
n~mber, sa~~, ¥fe ~re gOIng .to save this much without any mecha­
nIsm a~ all. ThIS wIll establIsh a mechanism and I believe will get 
us movmg. 

Possibly ~he~ we can take out some of these impediments that 
we ar~ puttIng mto the legislative process. 

ChaIrman ROTH. Thank you. 
. Senator DO~ENICI. Mr. Chairman, with your permission, I would 

hke to .make Just one comment that Senator Kasten reminded me 
of. He IS abs.olutely.right. If y~u take fraud, waste, and abuse and 
yo~ assume In the fIrst resolt~tIon that everybody is croing to make 
a httle savin&,s, let's just pick a number, say you s:ve $5 billion 
what mechamsm do we have .other than to put it into the target? 
~s you knovy, the targbts are Just that. They are not binding in the 
fIr~t ;resolutIOn .. Eve~yone then goes and tries to meet their appro­
pnatIOns or estImatmg the entitlements between that first target 
and. the second one. Everyone pats themselves on the back for 
havmg cut something. But very infrequently do we end up meeting 
the targets. The second batch of cumulatively enforcible targets 
t~le sum total of which is enforcible; has seldom been less than th~ 
fIrst. If some~ody really made some management savings of signifi­
cant p~oportlOns they probably come and tell you they have­
~omethmg usually happens in the meantime such that spending 
Incre:=tses. anyway. Once and for all it seems that because of your 
ge?Ulne I~ter~st and because the American people are asking for 
thIS at thIS pOInt that we ought to find a way to clearly identify it 
and b~ a~le to .report. that it is occurring. So nobody gets credit if 
they dIdp. t do It an~ If they did do it, they indeed get credit for it. 
You don t want to gIve the·departments a double dose. f 
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If they save), ~hey ought to get credit for it. Otherwise if .the 
programs are being handled right, they ought not to get penalIz~d 
with the whole lot so to speak. I thank you very much, Mr. ChaIr-
man. . b' h Chairman ROTH. Senator Domenici, I apprecIate your eIng ere. 
I would like to say that if this committee does intend to try to hold 
some hel3.rings, if not this year, at least ~y. ne~t ~ea! ~n our whole 
budgetary process, on which you have JOInt Ju.nsdI~~lOn! I would 
~ay that I think one of our goals should be the SImplIfICatIOn of the 
~hole process. For that reason I have been .withh~lding action on 
sunset legislation, because I am concerned If we lmpose too cum­
bersome a process, it will totally fail. But I w~nt to con~ratulate 
you for· the outstanding job you have. been dOIng as chaIrman of 
that committee. 

Senator DOMENICI. I agree with your scenario and approach. I 
would just add to the simplification notion. I think that has g?t to 
be done on the Budget Act. I would hope we would all?o be~In ~o 
consider whether it has enough enforcement mechan.Isms In It, 
also, I mean that is very tough for the Congress to consIde~ but we 
do ask people to vote on a lot of things up here and they thInk. the.y 
have effected savings and go home to say they have, onl~ to fInd It 
doesn't work. Some wa~ o~ another there has. to'J.b~ a httle more 
enforcement built into It, In some way, even If lC 18. delegated to 
other committees to enforce what they have voted on Hl the Budget 
Act. But you need both simp,lification ~nd enforcement. 

Chairman ROTH. No questIOn about It. 
Senator DOMENICl. We have to look at it very car,efully. 
Chairman ROTH. Thank you very much. 
Senator DOMENICI. Thank you very much, Mr. Chairman. 
[The prepared statement of Senator Domenici follows:] 

PREPARED STATEMENT OF SENATOR PETE V. DOMENICI 

Mr. Chairman and distinguished members of the committee, I appreci~ted the 
opportunity of testifying before your committee today on a matter of conslder:;tbl~ 
importance-that of establishing an incentive mechanism to ferret out and elIml­
nate various wastes and abuses in Federal programs, I want to commend Senator 
Roth and congratulate your committee for its effort. in tl;1is matter. I also want to 
recognize and applaud the efforts of Senator ~asten m thls matter. He ha~ present­
ed us with an innovative approach-one whICh puts the burden whe~e It belongs 
and establishes the appropriate incentives, 'rhe time is overdue to fmd new ap-
proaches to this old problem of program overslg~t, , . 

All Government officials, media and the Pllbh~ hear st~rtlmg. anectodal mforma­
tion regarding waste and abuses in Federal agenc1es. Tpe lIta~y 1S long and frust~at­
ing. Everyone knows of some unwarranted Federal expendIture, a ~on-pro.ducmg 
Federal employee, or an ill-targeted Federal program. Yet concrete eV1dence lS hard 
to come by. There is no line item in the budget that can be removed that would 
guarantee the removal of Government wastes and abuses. The fact IS that the lack 
of a profit, "bottom-line measure in Government activity tends to r7~?,:e the 
incentive to tighten up on Federal waste and places enormous responslbllItles on 
the Federal oversight procedures,. . ' 

But estimates do exist of certam abuses and potential savmgs. On Marc~ 3, 1981, 
then Comptroller-General Staats tet:idfed before the House 1?udget Commlttee that 
up to $14 billion in 1981 alone could be achieved through Improved management 
and efficiencies in the Federal Government. . 

In its report entitled, "Reducing the Federal ,Budget: StrategIes an~ Examples 
1982-1986' the Congressional Budget Office estimates that a net savmgs C?f $1.6 
billion co~ld be achieved in fiscal year 1982 throu~h imp!oved debt c~ll~ctIon by 
agencies in the executive branch and that cumulative savmgs of $8.4 bIllIon could 
be achieved over the next five years. According to the Gene,ral Accounting Off!ce 
there are currently $125.7 billion in Government-wide rece1vables due, of whIch 
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about $6.3 billion will be uncollectable. Of the $6.3 billion of uncollectables, $3.9 
billion are student loans. 

An Office of Management and Budget and General Services Administration 
report on Federal travel indicates th,," 72 percent of the travel vouchers at the 
Department. of Agriculture were for reasons "unkuown"-83.6 percent at the De­
partment of Treasury and 87.4 percent at HUD. Travel in certain circumstances 
might be necessary but one certainly wonders if the enormous sum expended on 
travel by the Federal Government is truly warranted. 

A recent report issued by GAO on March 6, 1981 entitled, "How To House More 
Peopl~ a~ Lower C~sts Under the S~c~ion 8 New Construction Program," indicates 
that sIgmficant savmgs-about $2 bIllIOn per year-could be achieved in the subsi­
dize~ housing programs. if HUD would take steps to increase incentives for high 
qualIty management, bUIld more modest sized sectiun 8 units with fewer amenities 
an~ improve program administration. This would require the establishment of cost 
savmg mcentIves at the agency level, not just mandating restrictions from a legisla­
tive hands-off perspective. 

Estimates of total spending on consulting services reach $2.4 billion annually, and 
we have all heard of the problems associated with Federal consulting arrangements. 
The ~ational Tax. Limitation Co.mmit~ee, in its February. 15, 1981 report, noted that 
of lu,81~ consultmg contracts It revIsed, about two-thIrds were granted without 
competitIOn. Moreover, many were awarded to former Government officials. The 
study noted that up to $1 billion could be, and should be saved through tightened 
consulting procedures in the Department of Energy alon~ and about $3 billion in 
1982 Government-wide. 

The re:ports C?f potential savings are innumerable and disturbing. Yet, year after 
year the mcentIve to develop new programs seems to outweigh the incentive to curb 
abuses and inefficiencies. 

The approach outli:r:ed by Senator Kasten would require a simple but innovative 
five-step procedure. FIrst, Congl'l'1SS, at the start of the fiscal year, would direct the 
Secret~ry of the. Treasury_to withhold from obligation two (2) percent of each 
agency s approprIated funds. The commIttee assumption is a more modest one 
percent. 

S~cond, each Federal. age!1cy would ~h~n be required to submit a plan which 
outlmes the procedures It willse to elmllnate two percent of its budget in waste 
fraud and abuse. ' 

Third, if an agency feels it cannot make these savings it must report to Congress 
the basis for that determination. ' 

. Fourth, the G.o~ernment~l Affair~ Com miL tees in the House and Senate, along 
wI~h the authopzmg commIttees, WIll then conduct an investigation of each agen­
cy s. efforts usmg Inspect<;>r-General reports, Comptroller-General reports, public 
testimony, etc. The commIttees will then recommend whether any of the money 
should be released. 

Fifth, ~n.d finally, ~he Appropriations Committees of the House and Senate will 
then, by Jomt .resolutIOn, dIrect the Secretary of the Treasury to release as much of 
~he m.one{' withhel.d as they feel justified, based on the recommendation of the 
mvestIgatmg commIttees and their own assessment. 

Tp.e aPI?roach that Senator Kasten has outlined is bold and innovative. It provides 
an m?entIve for ea~h agency to review and effect savings and forces that agency to 
explam why the fuh .two percent s~ould. not be subtracted from its operating budget. 
The burden of ferretI.ng o~t 'Yaste IS shIfted from oversight to the operating agency. 

The Budget. CommIttee m ItS first budget resolution for fiscal year 1982 assumed 
that a. ~ay wIll be fou~d to produce savings of $8.1 billion of budget authority and 
$7.2 J;>~ll~on of outlays I~ fiscal year 1983 and $8.7 billion of budget authority and 
$7.7 bIllIOn of outlays m fis?al year 1984. ';l'hi.s amount is, in essence, half the 
amount that would be saved m the Kasten bIll If the entire two percent reduction 
were to ~e ~pheld. Nevert~e~ess, it is a substantial savings and one that is absolute­
ly ess~ntIalif we are t'? rem m ~his runa~ay budget. 

Agam, I applaud thIS commIttee for ItS concern and initiative. Likewise I con­
gratUlate Senator Kastel?- for his creativity and imagination in attacking the prob­
lem of waste and abll:s~ ~n Fede~al pr~grams. It is an innovative approach and one 
that puts the resp?nsIbIht~ and mcentIve where it belongs. I am pleased to be a co­
sponsor. I urge thIS commIttee to support the approach Senator Kasten has taken 
T~e ~enate has voted to pursue some systematic way of reducing waste and I think 
thIS I~ the best way. The country demands that we tackle this problem head-on 

I WIll be pleased to answer any questions that you might have. --. 

Chairman ROTH. Senator Kasten, I want to again reiterate mv 
appreciation for your initiative. I think that as a new Senator yo~ 
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have taken a splendid attack on a very, very serious problem. As I 
am sure you are aware a recent study by the Merit Systems 
Protection Board showed: and I think this is particularly distress-' 
ing, that many of our employees in the executive branch of the 
Government feel that even if they expose cases of. frau~, that. no 
action would be taken by their superiors to co~re?t It. ThIS par~lCu­
lar study is based only on fraud. To me thIS IS a most serIOUS 
problem we face when the people who are i~ the position to do the 
most-it has to be done on a day-to-day baSIs-feel helpless, feel.a 
sense of impotency. So I congratulate you for fOCUSIng on t~IS 
problem and coming up with a very resourceful approach to It. 

TESTIMONY OF HON. ROBERT W. KASTEN, JR., U.S. SENATOR 
FROM THE STATE OF WISCONSIN 

Senator KASTEN. Thank you, Mr. Chairman. I was on a radio 
program a couple of months ago on this question. It was a talk 
show. Part of the call-in audience was Government employees. On 
their phone calls they said we .pointed out such and ~uch example, 
in our department, and nothIng was do?e. There IS a ~ense of 
frustration. I think, Mr. Chairman, that IS really the main ef~ort 
that we want to make here, is to show that we are at least trYIng 
to get a start. There was an article in the newspaper yesterday 
that says: 

HUD accused of letting contracts bloat. A Government whistle-bl~wer said yester­
day that up to $1 billion may have been thrown down the rat hole smce 1975 by the 
Department of Housing ~nd Urban .Dey~lopment on I?oorly.controlled contracts, 
consulting and research fIrms. The mdividual based hIS testimony on the recent 
random audit of 10 contracts by HUD's Inspector General. They wasted about two­
thirds of the money on what they had been spend~ng. on th~ contract said the person 
who distributes the newsletter; called Impact. It IS Just bemg thrown down the rat 
hole . 

These are the kinds of articles we have been seeing for too long. 
That is, I think, why we want to begin to go in .the direct~on th~t 
we are going in here. I appreciate. the opportunIty to testify: It 'IS 
also a pleasure to testify al~:mg WIth Se~ator Pete Domenici who 
has provided such outstandIng leadershIp on the Senate ~udget 
Committee. I know that he understands the problems of trYIng ~o 
balance the budget, and I certainly welcome his 8up~ort for ~y 1;>111 
to eliminate waste, fraud, and abuse and to set up thIS coordinatmg 
mechanism. 

I also want to commend your leadership, Mr. Chairma.n, and the 
members of this committee for your efforts to get at thIS complex 
and frustrating problem of mi~manageme~t. and in~fficienc:y in 
Government. I ha.ve been follOWIng the actiVIty of thIS commIttee 
and I fully support your efforts. I certainly feel very comfortable 
outlining the provisions of my bill: The Waste, Fraud, and Abuse 
Reduction Act of 1981. 

I want to summarize my testimony, Mr. Chairman, and I ask 
that my full statemen~ today along with ~tatements which ap­
peared in the Congresswnal Record on AprIl 9 and on May 6 be 
made part of the reco~d of this ~on:mittee. .. . 

Chairman ROTH. WIthout obJectIOn, they WIll be Included In the 
record at the conclusion of your testimony. 

Senator KASTEN. This committee has already held numerous 
hearings this year on the Merit System Protection Board, fraud 
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and other related iSSH8S. So I think I don't have to belabor the 
point on whether or not a problem exists. We saw the newspaper 
article here, but Don Lambro, author of Fat City, has suggested 
waste, fraud, and abuse may be as much .!=is $100 billion annually. 
You have had testimony suggesting that as much as $35 billion of 
overdue debt to the Federal Government exists and is costing the 
taxpayers as much as several million dollars daily just for interest. 

Mismanagement of contracts is legend. The failure of Federal 
employees to actively pursue identified problems has been docu­
mented. 

Meanwhile, this Congress is going about the necessary task of 
cutting back certain programs and canceling other programs, many 
key programs that are worthwhile. 

The taxpayers are well aware of both the program cuts and the 
continuing waste, and they are fed up. They want Government to 
be more efficient and they believe Congress has a major responsi­
bility. I believe President Reagan has done an excellent job of 
placing the issue of waste before the voters. He is also creating a 
better atmosphere within Government to attack the problem. I 
commend him for his efforts, and I think we are going to be 
moving in the correct direction. 

Our bill is designed to enhance these efforts. It would establish a 
cooperative effort between the administration and Congress to 
attack the problems of mismanagement and inefficiency. I believe 
this bill will strengthen the administration's hand by signaling to 
all Federal employees that Congress is concerned, and that we 
intend to do something-now. 

And within Congress, this bill provides a method for comprehen­
sive review and oversight of all agencies Too often in the past, I 
believe, we have tended to protect our own special programs-our 
turf, if you will. As a result, we have never established a compre­
hensive review mechanism that is across the board. To deal with 
this problem I know that you, Mr. Chairman, have been a leader in 
the effort to make flat percentage reductions for waste, fraud, and 
abuse. Back in 1978, Joseph Califano, then Secretary of HEW, told 
Congress there was an estimated $7 billion of waste, fraud, and 
abuse in his agency alone. Yet, when you offered an amendment, 
Senator Roth, on July 20, 1979, to cut a minimum amount of $500 
million to come from waste, fraud, and abuse in HEW, that amend­
ment failed 53-41. Other similar attempts have failed. We have 
seen it. I think what we need is a better mechanism in order to 
accomplish the objective that all of us have been working on. 

I believe that the major responsibility for getting rid of the waste 
ought to be placed on the executive branch. But I also believe that 
it i~ P!oper, :Pt is necessary and it is an appropriate role of Congress 
to lnsist that they do a good job. One way to get their attention is 
by taking away money. 

This bill has basically four steps. The first part of it is designed 
to get everyone's attention. It simply directs the Secretary of the 
Treasury ~o with~old from obligation 2 percent of all appropriated 
funds until certam other conditions are met. We did it with the 
Secretarr ~f the Treasury rathe:r than the Director of OMB simply 
because It IS the Secretary of Treasury who has the official respon­
sibility of disbursing the money. 
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The second prOVISIOn is that every agency, by the start of the 
fiscal year, must submit to Congress a plan outlining what it 
intends to do to identify and eliminate the 2 percent. This should 
have the effect of putting everyone on notice right down through 
the agencies that a plan exists and people are going to be expected 
to do what they ought to be doing anyway-to work toward saving 
in this area. ' 

The third step provides that every agency can apply to have all 
or part of the 2-percent money rele,ased if they can't find that 
amount of waste, fraud, and abuse. 
, N ow it should be noted that the bill does not provide for this 
committee to make a final decision on whether or not funds should 
be released to the agencies. Rather, Governmental' Affairs and 
Government Operations, following their deliberations, will make 
recommendations to the Appropriations Committees. There is a 
very important reason for this provision, even though it does add 
an extra step. , 

The Appropriations Committees are already feeling a bit put 
upon through the budget process. Chairman Mark Hatfield has 
been most gracious in his cooperation with the Budget Committee 
to help make the budget process work. I serve on both the Budget 
and the Appropriations Committees and I strongly urge that the 
Appropriations Committees be allowed to make the final decision. 
Otherwise, I believe there could be serious conflict over jurisdic­
tion. 

Personally, as a member of the Appropriations Committee, I 
would welcome the recommendations of this committee; your rec­
ommendation, Mr. Chairman. If, for example, an agency came 
before this committee and identified certain cuts from waste, fraud, 
mismanagement, or reorganization, I would find that information 
helpful in appropriating money for the subsequent year. Identified 
waste and mismanagement should be kept out of the subsequent 
budgets. 

r would also like to note at this point that it is required of the 
agencies when they make cuts that they list alternatives that we 
are considering, the impacts on programs, and why the cuts were 
made. 

This should keep the agencies from cutting programs while con­
tinuing to tolerate waste or mismanagement. On the local educa­
tion level, it is always the football jerseys and band uniforms that 
are cut first when they try to start and do something about cutting 
back on spending. What we want to do is to work out a way that 
we don't see them taking only those particular areas that might be 
politically most sensitive and not cutting to the real problem which 
is waste, fraud, and mismanagement. 

The final step, Mr. Chairman, is for the Appropriations Commit­
tee to bring a resolution to the Congress prior to the fourth quarter 
disbursement on July 1 authorizing the Secretary of the Treasury 
to release whatever amount of the 2-percent money it deems appro­
priate. It is clear that the Appropriations Committee certainly 
could disagree with the recommendations of this committee. How­
ever, I believe your recommendations would serve clearly as a 
minority report for floor debate if it turned out that it was not 
accepted by the Appropriations Committee. 
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I think it is fair to say that by itself this bill isn't going to solve 
the problems that we have been discussing unless both Congress 
and the administration make it work. In fact, as I mentioned 
earlier, we put a sunset provision in so that we can reconsider the 
entire process after 2 years. Perhaps then we can make it work 
without some of these extra steps. But I do believe that this is not 
only an important but an absolutely necessary step in the right 
direction. 

At the very least it is going to send forth a clear signal to the 
public and the management officials in the Federal Government 
that the days of covering up or ignoring waste, fraud, and abuse 
because "they don't believe anything can or will be done" are over. 
We have got to make them understand that. Every Federal agency 
will know that it could be called upon, could be called here before 
your committee, to justify its performance. By withholding the 
front-end money, bureaucrats will get the clear message that action 
is expected and is required. Every agency will have to submit a 
plan. 

I understand and I recognize that there might be some duplica­
tion. But that may not be too bad -in itself. I believe any committee 
with oversight responsibility can hold its own hearings just as 
Senator Hatch, for example, is currently doing with the National 
Cancer Institute. This bill, in fact, provides for consultation be­
tween authorizing committees and this committee. 

Indeed, we need more oversight, not less. As I implied earlier, 
there is plenty of waste to go around. It seems to me, Mr. Chair­
man, that the implications of this bill really go beyond the prob­
lems of waste and fraud and inefficiency and abuse. For if we can 
eliminate these unnecessary costs of doing Government business 
yve can cut dir~ctly to the issue of sound fiscal management, th~ 
Issue of balancIng the Federal budget and to the issue of just how 
much room can be made for badly needed tax cuts. These are the 
most important issues facing us in Congress. 
. The A~erican people today are ~em.anding solutions. They are 
fed up wIth the wasteful horror stones In newspaper articles. They 
expect some kind of action. 

I thank you, Mr. Chairman, very much for holding these hear­
ings so promptly after our bill was introduced. I greatly appreciate 
the encouragement that you and other members of the committee 
have given me and I believe that under your leadership this legis­
lation will receive fair· consideration. 

I look forward to working together along with members of the 
Budget Committee and Senator Domenici, to solve these problems 
by promoting greater efficiency and accountability throughout the 
Federal Government. 

Mr. Chairman, I would be pleased to answer any questions which 
you or. other members of the committee may have. 

ChaIrman ROTH. Thank you, Senator Kasten. I raised the ques­
tion earlier about the definition of the terms fraud waste and 
abuse. I wonder if you have given any thought to th~t or did you 
deliberately keep the terms general? 

Senator KASTEN. Mr. Chairman, when we discussed this with the 
legislative counsel and the people who were drafting the bill my 
inclination initially was to define the terms. However, we ~ere 
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advised and Senator Domenici pointed this out, we w~re advised 
that fraud is already defined by statute. In the Congr~sslOnal. qu.ar­
terly of February 21, 1981, at page 343, the followln.g def~nltIon 
were tempted: Fraud, criminal violations of. the. law, IS easIest to 
define, difficult to estimate because detectlOD; IS chancy .. Abuse, 
takes in a large and a more amorphous collectlOn. of behavlOr that 
is not clearly illegal but als~ is not w~at Congress Intended. _ 

One example which was cIted by RIchard B. ~owe, fo~mer Inspec 
tor General of HHS is "massive sale of socIal secunt~ cards to 
ineligible persons subh as illegal immigrants." Lowe claIms trans­
fer of the cards is not explicitly outlawed by Federal statute, even 
though possessing one enables the holder .of course to .collect f~od 
stamps, unemployment assistance, other kInds of benefIts to whlCh 
he actually should not be entitled. 

On waste, this is the most elastic term, former C<;mtroller. Gener­
al Staats noted in a January 1980 speech. He saId th~t ~t could 
refer to an individual's idea of. unnecessary. or low prlOnty pro­
grams. It could refer to duplicatlOn of effort, It could r~fer to P?or 
management or it could refer to a host of other thIngs whlCh 
would depend a great deal upon one's view as to what should be 
undertaken by Government. . 

So these are the definitions that we are at the prese:nt h~ne 
working with in the Government. We felt that we would stIck w~th 
those definitions and in those areas and not try t? further defIne 
them. I hasten to add that if you and your commIttee could be of 
help in further specifications on s0ID:e of tp.ese areas I am sure that 
all of us would look forward to workIng WIt? Yo:u. . 

Chairman ROTH. In your draft of the leglslatlOn you p~ovlded for 
comments, as I understand it, from the. various commIttees who 
have primary jurisdiction over the executIve branch. . . 

I wonder if we shouldn't ask for specific recommendatlOns In the 
area of waste and fraud. One of my concerns is that if you take the 
timeframe, and the largeness of Government, to what ~xtent, s~y, 
can anyone committee, such as the Governmental Affal~s CommIt­
tee, review all of the nearly 600 departments and age.n~l~s? Wauld 
it be desirable to impose a higher level of responsIbIlIty. to the 
authorizing committees who presumably have the expertIse a!l? 
knowledge? Instead of just asking for comI?ents, should we speClfl­
cally require that they make recommendatlOns? 

Senator KASTEN. That, of course, is the process that Se~ator 
Hatch is involved in, in a way, right now wi~h the Cance~ InstItute 
with the hearings that they have been havln~ and we. In no ~ay 
want to preclude those hearings. I woul~ ~ot dlsagr~e WIth the Idea 
of further involving the various authonzl~g co~mltt~es, .although 
we felt that this committee was the commIttee In whlCh ~t can all 
come together. Perhaps you would like to develop some kInd. of ~n 
intermediate process, whereby the initial reports or the lnltIal 
comments, would be collected and then put together an~ funneled 
into you. Therefore, rather than having 600 reports ?Omlng to. you 
you would have maybe 60-1 thin~ that ma~ be senslb~e. I belIeye, 
Mr. Chairman, if we set up thl~ mechanIsm .that Just puttIng 
together the mechanism, and forcIng the ag~nCles to. d~velop the 
system and to show us where they are gOlng to elImInate and 
reduce waste, fraud, and abuse, just that in itself, the fact that 
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they are submitting these reports, will just be a tremendous step in 
the right direction. 

I don't anticipate that there would be a lot of discussion or a lot 
of problems or a lot of time in the process of reviewing what they 
are doing. The review, and the problems which would occur when 
an agency came to us, whether it is to this committee or to the 
Appropriations Committee and said we want our 2 percent back, 
there is no waste, fraud or abuse in our department, at that point 
wit~ that agency I think we would have to have some serious 
reVIew. 

Chairman ROTH. One of my concerns, as we approach any new 
procedures, is that we develop something that is meaningful and 
not something that the agencies or departments find ways of theo­
retically complying with but it really has no major impact on their 
actual operations. 

For example, some time ago, zero-based budgeting was looked 
upon as a possible mechanism of correcting some of the abuses of 
our budgeting in the past. Certainly it hasn't been as successful as 
many of us had hoped. 

Senator KASTEN. Some of us are still for it. 
Chairman ROTH. But the suggestion has been made, or the criti­

cism has been made, that what the agencies would do under your 
proposal is just add a certain amount to their budget requests 
sufficient to cover the portion of their funds that would be with­
held. 

Do you see that as a problem? In other words, I guess what we 
are saying is that with the budgets of even the individual agencies 
.qnd departments so huge that those that don't want to comply in 
good faith conceivably could appear to go to the root of the process 
without making any real change. 

Senator KASTEN. First of all, I think that is possible. That is 
going to be the job of those of us who are in the oversight business 
to try to see that they don't pad that legislation. I think if we can 
get the agencies to identify savings then we have a better chance of 
identifying the various factors in the appropriations process. I men­
tion~d in my testimony, I want to point this out, with regard to 
cuttIng the progra~s as opposed to cutting the waste, section 4(b) 
on. page .3 of our bIll, pro,:"ldes the following: Any plan required by 
thIS sectIOn may not provIde for the reduction of services provided 
pursuant to .tl~e p~o~rams a~minist.ered by the agency. 

That prOVISIOn IS In the bIll specIfically to guard against agencies 
cutting programs while continuing to tolerate the waste and fraud 
an~ abu~e. I.would like to make one other point on this same area. 
ThIs. legIslatIOn would not in any way prohibit the President from 
cuttmg programs. Such cuts would be made by the normal rescis­
sion and deferral process provided for in the 1974 Budget Act. 

But the paddmg problem is one that we would just have to cover. 
Who ~nows? They might be padding t.hings even today. 

ChaIrman ROTH .. Of c~)Urs~, .that IS one of my basic concerns. 
When you are dealIng WIth bIllIons, we would like to think we can 
understand what is being authorized, but I think it is extraordinar­
ily difficult for.' anyone to comprehend when you have whole intelli­
gence agency expenditures hidden in the budget. I just sometimes 
wonder to what extent we are realistic. 
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But that certainly doesn't give us any rationale for not trying. 
Senator KASTEN. Yes. That problem exists whether or not we 

have this program or not. 
Chairman ROTH. That is corr\~ct. That is absolutely correct. 
Senator Pryor? 

OPENING STATEMENT OF SENATOR PRYOR 

Senator PRYOR. Thank you, Mr. Chairman. ., 
Mr. Chairman, I would like to commend you for holdIng thIS 

hearing. I think it is certainly timely to consider Senator Kasten's 
bill at this point in the budgetary process cycle. And I also would 
like to commend Senator Kasten. I think that this idea is very 
novel and certainiy unique. I am not a cospo~sor. I am going to 
consider becoming one, Senator, although I thInk there are a few 
questions about it, because it is a piece of legislation that doe~ se~k 
to address a number of grievances that we have been faced WIth In 
the budgetary process. .. '.. ., 

I know that it is a controversIal pIece of legIslatIOn, especIally In 
the Government. I would once again like to commend you for 
bringing it to this committee and for having the originality to 
introduce it. . 

Second, Mr. Chairman, I would by unanimous consent lIke to 
submit a statement sent to me just a few moments ago by our 
colleague, Senator Sasser. 

Chairman ROTH. Without objection. 
Senator PRYOR. Senator Sasser is a cosponsor of Senator Kasten's 

legislation and I would also like to have my statement, Mr. Chair-
man, submitted for the record. ., . 

Chairman ROTH. These statements WIll be Included, WIthout ob-
jection. So ordered. 

[The statements follow:] 
PREPARED STATEMENT OF SENATOR PRYOR 

I would like to begin by commending the Chairman for i!1itiating these hear~ngs 
and for his dedication to the elimination of fraud, waste and abuse, through legI~la­
tion and oversight by this Com~ittee, Likeyvise, Senator Kasten's efforts, embodIed 
in the legislation we are to consIder today, Illustrates hIS co~cern oyer the presence 
of fraud, waste and abuse and the need for Congress to act ImmedIately to address 
this pressing issue, It is a concern that I and J?any of ~ur c~lleagues s~a:~-and one 
which must be addres~ed if the Congress IS to satIsfy ItS responSIbIlIty to the 
taxpayers, , , , , h' 'tt I The issue of fraud, waste and abuse IS a famIlIar subject to t IS commi ee, n 
recent years the issue has been highliphted in a nun:ber of ,ways, for exaJ?ple: 

My investigation into the government s use of consultmg serVIces has establIshed 
that a great deal of waste, fraud and abuse exists in the $4-5 billion annually spent 
on such services; . 

Senator Eagleton has shown the savings that can be realized by aggreSSIve efforts 
by Inspectors General; . 

Senator Chiles in examining the federal procurement of furmture, revealed the 
waste and abuse ~xisting in that area of federal spending; 

Senator Sasser has examined the federal government's travel expenditures and 
the potential cost reductions tha.t can be .a~hieved in this a!ea; . 

Senators Levin and Cohen, m exammmg the perenmal 4th quarter spend~ng 
problem existing government-wide, have shown the abuse and wasteful ~pendmg 
threat occurs just for "spending's sake". They have also shown how lIttle the 
government does to terminate its relationships with contractors guilty of fraudulent 
or improper conduct. . . . . 

S. 1120 provides a new approach by provIdm~ for a tyvo percent wIth~oldmg 9f 
agency funds and a Governmental Affairs CommIttee reVIew of age!1cy actlOns. It IS 
a unique idea and it deserves consideratlOn. I look forward to the WItnesses today as 
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we in the Congress look for ways to control the cost of government and better 
manage the funds entrusted to us by taxpayers. 

OPENING STATEMENT OF SENATOR JIM SASSER 

Mr. Chairman, I want to commend you this morning for your leadership and 
interest in continuing this series of hearings into the pervasive problem of waste 
fraud, abuse, and inefficiency in the Federal Government. ' 

If we are to have a Government-wide approach in this endeavor, that approach 
sho~d .generate from th~s com~nittee. Today's hearing is another demonstration 
that It lS. And frankly, this hearmg couldn't have come at a better time. 

Eyery sector of American society is being asked by the President and the Con­
gress t? make sacrifices in an effort to reduce inflation, cut back on Federal 
expenditures, and balance the Federal budget. 

In this cont~xt, the focus of.thi~ morning's hearing, S. 1120, the Waste, Fraud and 
Abus.e ReductlOn Act of 1981, IS timely because S. 1120 will be an important element 
of thIS overall effort. 

I was happy to ~oi~ Senator Ka~ten. as. a cosp?nsor of this legislation, and I am 
pleased that .the sIgmficance of thIS bIll IS amplIfied through the suoporting pres­
ence h.ere this morning of Senator Pete Dom~nici, Chairman of the Senate Budget 
Com~ruttee. As a member .of the Budget Comm.Ittee, I am well aware of the necessity 
and lD1porta.n.c~ of ;,econcllmg pr?posed spe~dmg reductions as a part of the overall 
goal of sta~ilIzmg ~ ederal spendmg ~nd brmging our budget into a behavior that 
comports With the times. 

In discuss~g ~; 1120 with others, I have occasionally referred to it as the "two 
percel}t solutlOn. It makes sense to both the American public and to Federal 
~gencI~s to ~nsure that a failure .to control i!lstances of waste, fraud, abuse, and 
mefficiency m a Federal agency WIll bE.' met WIth a mandatory punishment-in this 
case, ~he loss. of two percent?f an agency's annual fup.ds. 

I mIg~t pomt out that, on ItS face, two percent may not seem like much but when 
one real~zes that agency budge~ amount to billions of dollars annually a~d that we 
are l~oking at a Feder~l bu~get m the neighborhood of $600 billion, the consequence 
of a two percent solutlOn" IS enormous. 

Enormous is al~o. ~he word v.:e her~ in this committee might use to describe the 
nature. of.responsibIlI~y.'Ye are Imposmg on ourselves with this legislation. After all, 
the prmclpal respon~IbilIty for ev~luating the wo~th of an agency's anti-waste and 
fraud 7fforts falls WIth us, and WIth our compamon committee in the House-the 
CommIttee on Government Operations. 

I am. c.e~tain, however, that no~e of us on this committee shrink from that 
re:sponsIbIh~y. R~t~er, we welcome It, as oversight of policies affecting government­
wId~ operatlOns IS mdeed our responsibility. 
~mal~y, ~ :n~n~ to point out that S. 1120 complements a number of my own 

legislative Imtiatives. over the past several sessions of Congress: establishment by 
~he. qeneral Accountmg Offic.e of a nationwide, toll-free fraud "hotline" in which 
mdlvl~uals .ca':l rep~rt allegatlOns of waste, fraud and inefficiency; a proposed debt 
collectlOn bIll.l~ WhICh the gov~rnment can finally put some teeth into its efforts to 
recover the bIlhons of dollars m delinquent debts owed it· cutbacks in the Federal 
travel ~u.dget! and: grant re~orm legislation which will red'uce dramatically the cost 
of adml':lIsterm~ Federa~ aSSIstance to state and local governments. 

Certamly, thl~ C?mD?Ittee has taken and is taking solid steps toward the long­
range ~oal .of eh.mmatmg the wasteful overhead costs of government. Approval of 
t~e legIslatlOn dlI=·::;ussed here today will be another meaningful step in that direc­
tion. 

Senator PRYOR. Thank you, Mr. Chairman. 
~ think that this legislation, the concept of it, is something that I 

t~Ink we have needed for a long time. It combines not only over­
SIght b~t also .the utilization of the power of the purse. That is 
somethIng I thmk for too long we have not been using properly in 
the Government an~ it is impossible, as a matter of fact, to go back 
home and to explaIn to our constituents some of the billions of 
dollars th~t we know are :wasted and are impossible to track down. 
I ~ave saId a couple of times that we are fighting a bear with a 
SWItch when we attempt to do this. It is almost like nailing Jell-O 
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to the wall. This is an area that Senator Kasten is approaching 
that I think certainly merits our attention and our consideration. 

The chairman has mentioned the padding of budgets and the 
possible propensity of the agencies to put in an extra 2 percent. I 
am wondering if there might not be some strengthening language 
in Senator Kasten's proposal to us. I don't know if you-I know 
that you have thought about this, but I wonder if it might not be 
possible to have some language that we could adopt that would 
specifically address itself to eliminating padding of budgets to com­
pensate for the extra 2 percent. 

Senator KASTEN. I would assume that everyone understands the 
budget padding even under the present circumstances is not accept­
able but I would welcome your suggestion. I think it is a very, very 
important one and good one. I would welcome your suggestion that 
we put in some language that would specify and further point out 
that adding a 2-percent cushion there is absolutely prohibited and 
maybe even you might want to consider some specific penalties. 

Senator PRYOR. I certainly as one member of the committee 
would be interested in discussing this with you. 

Senator KASTEN. I would be anxious to work with you in that 
direction. 

Senator PRYOR. The second question I would like to ask, Senator 
Kasten, is what would be the relationship with the Inspector Gen­
eral, say, if the Kasten legislation becomes law? Where would the 
Inspector General fit into the scheme of things as it relates to the 
agency making its recommendations or making its findings as to 
the amount in the fraud, waste, and abuse areas. 

Senator KASTEN. There would be no change and this legislation 
does not address the Office of the Inspector General in any way. 
There would be no change in what they are doing at the present 
time. I would hope and assume that in the process of developing 
their plans agency by agency they would be taking into considera­
tion reports and information that they have received through the 
Inspector General and the Inspector General's investigations. 

Senator PRYOR. One concern that I have had not only as a 
Member of the Senate but especially when I was occupying an 
executive position as Governor of our State some years back, was 
when we attempted to implement savings in agencies, it seems like 
too often a lot of the agencies would simply come forward and not 
necessarily cut out what we would consider waste, fraud and abuse, 
but what we would consider those programs which were the most 
sensitive and the most politically popular and many times those 
programs that we considered the greatest necessity. Is there any 
addressing of this issue in your legislation as to how we might 
prohibit some of those practices by the agencies themselves? 

Senator KASTEN. We were kidding earlier this morning about 
every time you cut a school budget, the first thing to go is the band 
uniforms and football jerseys. There is in our bill specific language. 
It is section 4(b) which is on page 3 of the bill. It says in that 
language any plan required by this section may not provide for the 
reduction of services provided pursuant to the programs adminis­
tered by the agency. What we were trying to do in this provision is 
specifically guard against the kind of thing you are talking about, 
agencies cutting programs; cutting programs that may be political-
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ly popular, cutting those kinds of programs at the same time 
tolerating waste, fraud or abuse. So we do try to get at that 
particular problem and as in the 2-percent padding question that 
you were talking of before, I wcmld be anxiQus, I am sure all of us 
would be anxious to work with you if there are ways or suggestions 
that you can think of that would further define this problem and 
specify that that is clearly the problem, whenever we cut anything 
in Government and we can't let them do that. 

Senator PRYOR. I imagine that you are finding out in what we 
call the bureaucracy, you are finding agencies coming forward day 
by day, telling you or telling your staff, or testifying as to why this 
legislation would not work. I would just hope that we could adopt 
an attitude in the Government to try to find a way to make pieces 
of legislation like this actually work so as to accomplish the result 
which you are intending to accomplish. 

I think that my final question, Mr. Chairman, would simply be to 
Senator Kasten, do you have any estimates-you may have covered 
this earlier in your statement, I am sorry I was late-any estimates 
of the administrative expenses that not only the Governmental 
Affairs Committee would be utilizing or having to use to beef up 
the number of its staff, or other possible administrative expenses. 
Certainly, I would hope that these would not be incurred addition­
ally out in the agencies themselves. Have you addressed yourself to 
that? 

Senator Kasten. We have not in the bill added any money and 
we have not assumed that there would be any additional adminis­
trative expenses on behalf of the agency or on behalf of the con­
gressiona.l committees. The assumption at this point is that this 
report should be able to be made. They are planned for identifying 
waste, fraud and abuse, which should be able to be made with 
existing personnel. I would like to point out that in the last couple 
of months we are readinq about an awful lot of agencies who even 
without this kind of legislation, one way or the other, are putting 
together ~ ta~k force, tryil!g to identify problems; whatever, they 
are all domg It out there nght now. But they don't have a coordi­
nating mechanism, they are not all fitting in a certain form, they 
are not all on a certain schedule, frankly we wonder sometimes 
whether they are putting together a task force, putting out a press 
re~eas~, but they are doing it right now, at least they say they are 
dOIng It. 

From your point of view in the legislative branch I think it is 
more difficult. As Senator Roth pointed out earlier, we are talking 
about a bunch of different reports that could be coming in to us 
with . people that haye ~o review them. My sense is that the prob­
lem In terms of revIeWIng those reports would not be so much in 
reviewing the ones in which they said we can save the 2 percent 
this is how we are going to save it, we kind of take a look, say 
g,reat, we ~ave got the process working with you, that our atten­
tIon, the tIme we would need would be on those agencies and 
groups who came to us, said we can't save the 2 percent, we have 
no waste, fraud and abuse in our department and this is what we 
have ~one to show that we have done. Tha~ report might get our 
attentIOn. That report would get the attentIOn hopefully not only 
of this committee but the authorizing committeE' and of the Appro-
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priations Subcommittee. But it shouldn't cost any more ~oney. It 
shouldn't take that much more time. So at the present tIme there 
are no assumptions for additional cost. 

Senator PRYOR. In closing I would like to say that I don't know a 
lot about this bill. I know very little about it. But the more I he~r 
about it the better I like it. I wish you good luck and I once agaln 
comme~d. you for bringing this matter to our attention. . 

Senator KASTEN. Thank you, Senator. 
Chairman ROTH. Thank you, Senator Pryor. 
Senator Kasten, we appreci~te your coming here to?ay. V!e may 

have further questions. We WIll look forward to workIng wIth you. 
Thank you, very much. 

Senator KASTEN. Thank you, Senator. I appreciate the opportuni-
ty to testify before your committee this m?rning. . . 

Chairman ROTH. Senator Quayle, who IS a cosponsor of S. 1120, 
has a statement which we will insert in the record following Sena­
tor Kasten's prepared statement and Congressional Record inserts. 

[Senator Kasten's prepared statement, Congressional record 
statements, and Senator Quayle's prepared statement follow:] 
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s:. ::Z:·, TIE n:A..STE, FRAlJl) A~ ABUSE RE!lOCTlON M::f OF 1981 

BY 

SF!\ATOR ROBERT W. KASTEN, JR. 

Kr. Chairr.an and cistinguished members of the Comni1:tee~ it is a 

;;:.:as;.:re t'Jl testify today on S. 1120 along w' th Se • -l. nator Daneru.Cl. woo has 

fwviC!:rl soch outstanding leadership on the Senate Budget Conmittee. I 

i~E.r .. ' he understands the problems of t' b ryJ.ng to alf.~,t;e the budget and I 

-.:ertainly Vielcome his support for my bill to e1;m; ... ~t .............. e ;''aSte, fraud and 
ahuse. 

I also wish to commend the leadership of Senator Roth and members of 

this Committee for your efforts to get at this complex and frustrating 

Fenlcn of mismanagement and ineff" • l.cl.ency m goverranent. I have been 
follOWing the activity of this Comnittee and full y support your efforts. 
I certainly feel very can£ b ' otta Ie outlming the provisions of my bill: 
The ~aste Frauj and H.. , , , J'\Uuse Reductl.on Act of 1981. 

I intend to SlDTlllarize my testimony and a~k M , r. Chairman, that my full 
statement today, along with statements which appeared' th Co • 

In e ngressl.onal 
Records April 9th and May 6th, b e made part of the record. 
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This Committee has already held numerous hearings this year on the' 

Merit System Protection Board, fraud, and other related issues, so I do 

not intend to belabor the point of whether a problem exists. I think we 

all agree that one does: Don Lambro, the author of Fat City, has 

suggested waste, fraud, and abuse may be as much as $100 billion annually. 

You have had testimony suggesting that as much as $35 billion of overdue 

debt to the Federal governm~nt exists and is costing the taxpayers as much 

as several million dollars daily just for interest. 

Mismanagement of contracts is legend. The failure of Federal 

employees to actively pursue identified problems has been documented. 

Meanwhile, this Congress is going about the necessary task of cutting 

back certain programs and cancelling others. 

The taxpayers are well aware of both the program cuts and the 

continuing waste, and they are fed up. They want government to be more 

efficient and they believe Congress has a major responsibility. I believe 

President Reagan h~s done an excellent job of placing the issue of waste 

before the voters. He is also creating a better atmosphere within 

government to attack the problem. I commend him for his efforts. 

My bill is designed to enhance these efforts. It would establish 

a cooperative effort between the Administration and Congress to attack the 

problems of mismanagement and inefficiency. I believe this bill will 

strengthen the Administrationis hand by signaling to all Federal employees 

that Congress is concerned, and that we intend to do something -- now. 

And within Congress, this bill provides a method for comprehensive 

review and oversight of all agencies. Too often in the past, I believe, 

85-593 0-81-4 
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we have tended to protect our own speci,}l programs - - our turf, if you 

will. As a result, we have never established a comprehensive review 

mechanism within Congress. To deal with this problem I know the 

Chairman of this Committee has been a leader in the effort to make flat 

percentage reductions for waste, fraud, and abuse. Back in 1978, Joseph 

Califano, then Secretary of HEW, told Congress there was an estimated 

$7 billion of waste, fraud, and abuse in his agency alone. Yet, when 

you offered an amendm~nt, Senator Roth, on July 20, 1979, to cut a minimum 

runount of $500 million to come from waste, fraud, and abuse in HEW, that 

amendment failed 53-41. Other similar attempts have failed. I think 

we need a better mechanism in order to accomplish our objective. 

During my campaign last fall, many,many voters expressed righteous 

indignation about Congress not doing enough to eliminate waste, fraud, and 

abuse. I decided to draft a bill to try to get at the problem. Let me 

discuss the philosophy behind the bill very briefly. 

Since appropriations for Federal agencies must be based largely upon 

information from those agencies, it seen~ to follow that a major portion 

of-the responsibility for efficient management must be placed on the high-

level and middle-management Federal employees to provide accurate and adequate 

information. It also follows that if those folks don't want to ferret out 

the waste, or in the alternative even try to cover it up, Congress is going 

to get bad information on which to base its deci:5ions. I believe the major 

responsibility for getting rid of waste ought to be placed on the 

executive branch. I also believe it" is the proper, necessary, and 

appropriate role of Congress to insist that they do a good job. 
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One way to get their attention is by talking money. 

This bill has four steps. 

The first major provision is designed to get everyone's atten.tion. 

It simply directs the Secretary of the Treasury to withhold from 

obligation 2 percent of all appropriated ftmds until certain other conditions 

are met. 

The second provision is that every agency, by the start of the fiscal 

year, must submit to Congress a plan outlining what it intends to do to 

identify and eliminate the 2 percent. This should have the effect of 

putting everyone on notice right down through the agencies that a plan 

exists and people are going to be expected to do what they ought to be 

doing anyway. 

The third step provides that every agency can apply to have all or 

part of the 2 percent money released if they can't find that amount of 

waste, fraud, and abuse. This, I believe, should negate any criticism of 

a meat-axe approach. This step is critical to enforcement because it 

automaticOl.lly triggers an investigation, or review, by this Committee and 

the Government Operations Committee in the House. The bill requires that 

views of the authorizing committees, GAO and I-G reports, and public comment 

be considered. Gentlemen, all too often these reports, which often contain 

valuable information, are put on the shelf to gather dust. We need to bring 

them to the surface and act upon them. We need action by both the Administration 

and by Congress, not just rhetoric. Otherwise, we are just spending money 

without getting the desired results. 

NO\.,r it should be noted that the bill does not provide for this 

Commi ttee to make a final decision on \.,rhether or not funds should be 

released to the agencies. Rather, Government Affairs and Government 

I 
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Operations, following their deliberations, will make recommendations to the 

Appropriations Committees. There is a very important reason for this 

provision. 

The Appropriations Committees are already feeling a bit put upon 

through the budget process. Chair.man Mark Hatfield has been most gracious 

in his cooperation with the Budget ~ommittee to help make the budget process 

work. I serve on both the Budget and the Appropriations Committees and I 

would strongly urge that the Appropriations Committees be allowed to make 

the final decision. Otherwise, I believe there could be serious conflict 

over jurisdiction. 

P~rsonally, as a member of the Appropriations Committee, I would 

welcome the recommendations of this Committee. If, for example, an agency 

came before this Committee and identified cuts made from waste, fraud, 

mismanagment or reorganization, I would find that information helpful 

in appropriating money for the subsequent year. Identified waste and 

mismanagement should be kept out of subsequent budgets. 

I would also note at this point, that it is required of the agencies 

when they make cuts that they list alternatives considered, impacts on 

programs, and why cuts were made. 

This should keep agencies from cutting programs while continuing to 

tolerate waste or mismanagement. 

The final step, vir. Chairman, is for the Appropriations Committee to 

bring a resolution to the Congress prior to the fourth quarter disbursement 

on July I authorizing the Secretary to release whatever amount of the two 

percent money it deems appropriate. It is clear that the Appropriations 
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Committee could disagree with the recommendations of this Committee. However, 

I believe your recommendations could serve as a minority report for floor 

debate. 

Mr. Chairman, by itself, this bill will not solve the problems we 

have been discussing unless both Congress and the Administration make it 

work. In fact, I have put a sunset provision in so we can reconsider the 

entir~ process after two years. 

But I do believe it is an important step in the right direction. 

At the very least it will send forth a clear signal to the public and 

the management officials in the Federal g~vernm~nt that the days of covering 

up or ignoring waste, fraud, and abuse because "they don't believe anything 

can or will be done" are over. Every Federal agency will know that it could 

be called up here to justify its performance. By withholding the front-end 

money, bureaucrats will get the clear message that action is expected and 

required. 'Every agency will have to submit a plan. 

I recognize there may be some duplication. But that may not be bad 

in itself. I believe any committee with oversight responsibility can hold 

its own hearings just as Senator Hatch is currently doing with the National 

Cancer Institute. This bill" in fact, provides for consultation between 

authorizing committees and this Committee. 

Indeed, we need more oversight, not less. As I implied earlier, there 

is plenty of waste to go around. 

And that brings me to another point which is essentially political. 

This bill will signify a commitment by the United States Senate to make sure 

that both the Administration and Congress are "looking" for waste. If we 

don't make looking a priority, it is not likely that we will find very 

• 
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much. It will be business as usual. I realize that some of my distinguished 

colleagues might disagree on the details, but there can be little disagreement 

on the intent of this legislation. I believe the bottom line here is that 

we are committing to "look" anu we are telling the executive branch to "look". 

In fact, I would say that to vote against legislation similar to this would 

be to vote against "looking" for waste, fraud and abuse. 

A.,d that, I believe, would be politcally unacceptable, given the 

present mood of the taxpayers. 

Finally, I would like to stress that this bill has indirectly been 

endorsed'by the Senate, when we voted in the First Budget Resolution to 

assume savings of $7.2 billion in 1983 and $7.7 billion in 1984 due to 

passage of legislation similar to S. 1120. I believe those were very conserva­

tive estimates. If we could have early action on this legislation we could 

start making savings in 1982 as well. If the process would work in 1983 

and 1984, then wouldn't it work in 1982? 

I should mention that the list of cosponsors on this bill is rather 

impressive. They are Senators Domenici, Armstrong, ~atch, Deconcini, Thurmond, 

Andrews, Symms, Quayle, Grassley, Sasser, Denton, Proxmire, Moynihan, and Nickles. 

It seems to me, Mr. Chairman, that the implications of this bill go 

beyond the problem of waste, fraud and abuse. For if we can eliminate these 

unnecessary costs of doing government business, we cut directly to 

(1) the issue of sound fiscal management; 

(2) the issue of balancing the federal budget; and 

(3) the issue of just how much room can be made for badly needed tax cuts. 

These are the most importart issues facing us in Congress. The American 

people are demanding solutions, and they expect them soon. 

TIlank you, Senator Roth, for holding these hearings so promptly after 

the bill was introduced. I appreciate the encouragement you have 

given me and believe that under your leadership this legislation will 

receive fair consideration. I look forward to working together to solve this 

problem by promoting greater efficiency and accountability throughout the 

Federal government. 
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[From the Congressional Record, Apr. 9, 1981] 

ELIMINATING WASTE, FRAUD, AND ABUSE: AN INNOVATIVE ApPROACH TO SAVE 
BILLIONS 

Mr. KASTEN. Mr. President, at a time when both the administration and the 
Congress are attempting to slow Federal spending and bring the budget under 
control, it is intolerable and unacceptable not to do everything possible to eliminate 
waste, fraud, and abuse from every Federal agency. 

The American people have the perception that the entire Federal system is 
frought with waste, fraud, and abuse, and they do not like it. We in Congress have 
all seen the mounting evidence that there indeed exists plenty of opportunity to 
tighten budgets. President Reagan in his speech before the Congress termed waste, 
fraud, and abuse "an unrelenting national scandal." 

The President has proposed to focus on these problems and he is to be commended 
for his initiatives. 

But, Mr. President, this is a problem, which the administration ought not to solve 
alone. Congress has control over the purse strings, and we have oversight responsi­
bilities. What we need is a cooperative plan to insist that Federal managers all 
across this Nation systematically begin an earnest search to climinat.e the problems 
of waste, fraud, and abuse. 

Mr. President, I intend to introduce a bill shortly after the recess to provide a 
formal procedure to attack waste, fraud, and abuse. Today, I would just like to take 
a few minutes to outline the basic elements of the bill. I would begin by pointing out 
that estimate of waste, fraud, and abuse have run as high as $100 billion annually. 
Despite the efforts of inspectors-general and the comptroller generally only a frac­
tion of the potential' savings have been realized. Efforts by Congress to reduce 
expenditures have not been successful. Members from both parties are concerned 
about the problem. 

My bill, Mr. President, would simply force every department to focus on waste, 
fraud, and abuse. It offers potential savings in Federal spending of billions of dollars 
during fiscal years 1982 and 1983. If we in Congress do our job, these savings can 
become a reality and the money saved can be diverted to the badly needed tax cut 
or to other programs that are now being curtailed. 

My bill-the Waste, Fraud, and Abuse Reduction Act of 1981-directs the Secre­
tary of the Treasury to withhold 2 percent of every agency's budget pending com­
liance with a process designed to eliminate waste, fraud, and abuse. This step will 
serve notice on all Federal managers that Congress intends to become more diligent 
in its oversight responsibilities. 

The second step requires every agency to submit a report to Congress by the 
beginning of the fiscal year-October 1, outlining precisely what that agency plans 
to do to effect the 2-percent savings through the elimination of waste, fraud, and 
abuse. This step will require each agency to focus on th~ problem. It will notify the 
agencies that thel must justify their search to Congress it they hope to get any part 
of the 2-percent ! withheld" money released. 

The bill provides that by February 1-midway through the fiscal year-every 
agency must notify Congress if it intends to meet the 2-percent savings, how it will 
make those savings, and if such savings cannot be made, why not. 

The next step-and perhaps the most critical in testing the will of Congress-if 
for the Government Affairs Committee in the Senate and the Government Oper­
ations Committee in the House of Representatives to conduct an investigation into 
each agency. These committees are directed to utilize information from the author­
izing committees. Inspector General reports, GAO reports, and public comments. 
These committees will determine if the agency is doing the job intended by the 
Congress. By June 1, these committees will recommend whether or not any part of 
the withheld funds should be released. 

The final step will be for the Appropriations Committees to present a resolution 
authorizing release of the part of the withheld funds believed to be justified as a 
result of the investigations. This step is politically important, because it leaves the 
final decision in the hands of the Appropriations Committees which are most 
familiar with the specific programs. It should be noted that the recommendations of 
Government Affairs and Government Operations Committees are to be considered 
in making these decisions. 

Mr. President, if every agency were to save its 2-percent quota, we could reduce 
the spending levels by from $10 to $12 billion in 1982. And in 1983 this amount 
could exceed $20 billion, assuming the waste is there to be eliminated. Whatever the 
saving, there can be no question that money saved could be put to more productive 
use, includmg badly needed tax cuts to get the economy revitalized. 

I __ --...J 
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ttnkt1~hr poinbtlshoul~ be made. This bill for the first time establishes a process to 
a . ac .. e pro em. of. waste fraud, and abuse. But it does not attack it with 
bloadax,. It atta~ks It WIth a scalpel. No agency free of waste fraud and ab a 

rlose da slld1gleb dIme of appropriations. but it must justify that it is free ofs~~~~ed 
rau ,an a use. , 
T~e Wast~, Fraud and Abuse Reduction Act of 1981 is a moderate but determ' d 

and m~ovatlve appl'o~ch to thi~ critical and pressing problem.' me 
I beh~ve, Ml'. PresIdent, thIS concept should receive bipartisan support It is a 

strong sIgl.lal to look fo~ waste, fraud, and abuse. Congress, by adopting this 'conc t 

C
can contnbute to an Immediate solution. And it will assert the proper roleePof' 

ongress. 

[From the Congressional Record, May 6, 1981] 

THE WASTE, FRAUD, AND ABUSE REDUCTION ACT OF 1981 

Mr. KAS~EN. Mr .. Pre~ident, the Waste, Fraud, and Abuse Reduction Act of 1981 
Gould prOVIde a legIslatlve framework to look for waste fraud and abuse in Federal 
C overnmetnt. Itdwoul? set up a co?perative effort by' the administration and the 
o~gress owar ,~olvmg what PreSIdent Reagan has described as /Ian unrelentin 

n~tl~nal sca?dal. For too long, we have simply talked about doing somethin t~ 
hhmmate mismal,1ageme~t and inef'f!cienci~s in the Federal Government. The t1me 
h as JOde for aC~lOn. I sI~cerely beheve thIS legislation offers an innovative even-

Man be apPfl'Coac to gettmg at the problem-and I believe it is an appro~ch all 
em ers 0 ongreGS can support. 
In fact, wh~n the Senate Budget Committee considered the first concurrent 

budg~~. resolbtlOn last week, a majority indicated that it was time Congress did 
some mg a out. was~e, f~au.d, and abuse in Government. The Budget Committee 
assumed that legislatlOl,1 SImIlar to this bill would be enacted by the full Con ress 
and that the outlay savmgs would equal $7.2 billion in 1983 and $7.7 billion in ~984: 

BUREAUCRATS THINK NO ONE CARES 

Up unt.il now, no one ~as taken congre~sional efforts to cut waste, fraud, and 
i-bud~ ~NlOOuslY'CThe Washmgton Star pubhshed an article several weeks ago head-
me. 0 n~. ares About Wast.e, Fraud and Abuse, Bureaucrats Say." 

b RgorMter ~hIhp Shandler eXI?lamed that in a survey of senior executives protected 
y .e ent Systems ~rotectlon Board, 45 I?ercent of the 8,500 respondents said 

they had seen or had eVIdence of wasteful or Illegal activity in the past year Yet 7 
out of 19-a f~ll 70 percent-:-said they had told no one what they knew' about 
wrongdomg. FIfty percent saId they did nothing because they believed nothing 

b
would be done I~ they repo,rted the waste. Another 20 percent said they were silent 
e~ause ~hey ~eheved nothmg could be done. 

I don t beheve that .the av7rage employee is afraid of reprisals or is looking for a 
reward as much as he IS convmced no one cares." 

A Federal worker told a surveyor recently. 
The . bur~aucrat was explaining why he had not reported what he regarded as 

waste m hIS agency. 
If t~ese. f~ct~ are representative of ~he majority of top executives in the Federal 

agenCIes, It I~ mdeed shameful. At a time when everyone in this body is concel'lled 
about ba!ancmg the budget: wl;ten ~any programs are being pared back to make 
change~ m the Gover:nment s dl~ectlOn, and when the American people badly need 
tax rehef, I am convmced the time has come to signal that somebody does care­
that Congress cares. 

Mr. Prcsi?ent, President Reagan has made the elimination of waste fraud and 
abuse. a pnmary co?cel'll of hi~ administrat~on. I am also aware that h~ has 
esta~hshe~ a CouncIl on IntegrIty and EffiCIency to oversee this problem. The 
PreSIdent IS to .be commended for his efforts and good intentions. 

However, thIS probleI? of w~ste, fraud, and abuse is too big for one branch of 
Goyel'llment to deal. WIth by I~se:lf. I~deed! Congress, as guardian of the purse 
strmgs, needs. to aSSIst t~e admm.IstratlOn; It needs to prod the administration; it 
needs to exerCIse leadershIp. That IS exactly what my bill proposes. 

HOW THE PROCESS WOULD WORK 
The approach is simple. 

. This legislation will direct t~e Secretary of the Treasury to withhold from obliga­
tion 2 percent of th~ appropnated funds of each and every agency until Congress 
has a chance to reVIew each agency's efforts to eliminate waste, fraud, and abuse. 
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By virtue of this single step, Congress will be saying in a clear, concise way that 
we are concerned about the problem of waste, fraud, and abuse. It will put every 
agency on notice that certain steps are expected if the 2-percent money is to be 
released. It will tell every agency manager to get looking for waste, fraud, and 
abuse. 

By this single provision of the bill, no longer will bureaucrats be able to claim 
that no one cares. 

AGENCIES MUST ACT 

The second step will be made by the agencies. The bill requires that by the start 
of the fiscal year every agency must submit to Congress its plans to look for waste, 
fraud, and abuse. Agency managers can expect that they will be called before the 
Congress to explain the steps they have taken. Because this report is required, every 
agency head will be required to formulate a plan. No longer will it be just talk; 
action will be required. 

And what is healthy about this step is that it will be the Federal agencies that 
must take the initiative. 

CONGRESS WILL REVIEW EFFORTS 

By February 1 of each fiscal year, each agency must report to Congress on its 
progress, and whether it plans to achieve the 2-percent saving. 

It should be noted that agencies must explain what alternatives were explored, 
where savings are expected, impacts on programs, if any, and why one alternative 
was selected over another. 

These reports will automatically trigger full reviews by the Government Affairs 
Committee in the Senate and the Government Operations Committee in the House 
of Representatives. This legislation requires that General Accounting Office and 
Inspectors General reports-all too often ignored-be considered in the review. 
More important, the bill requires that authorizing committees be asked to consult in 
the review process. In addition, it is the intention of the legislation that public 
comment, including media reports, be considered. 

These reviews are intended to determine whether an agency is justified in having 
all or part of its 2-percent money released. The standard will be whether the 
administrators CEAn show that the agency is free of waste, fraud, and abuse. The 
purpose is not to arbitrarily penalize any agency for efficient management. Rather, 
it is to determine if the agency is doing a good job in getting at the problem. 

The legislation requires that the Government Affairs and Government Operations 
Committees then recommend what portion-if any-of the 2-percent money should 
be released. 

APPROPRIATIONS COMMITTEES DECIDE 

Finally, the Appropriations Committees will authorize by joint resolution, to be 
approved by the full Congress, what funds are to be released. It is intended that this 
action should occur before the July 1, or fourth quarter, disbursement by the 
Treasury. 

The purpose of this step is to leave the final decision in the hands of the 
Appropriations Committees. This is important because the Appropriations Commit­
tees have traditionally had this power, and because the information developed will 
be essential to establishing appropriation levels for the next year. If waste, fraud, or 
abuse is eliminated either by the agencies themselves or through recommendations 
of the investigating committees, then those savings should be considered for the 
subsequent year's spending. 

In drafting this legislation every effort has been made to take into consideration 
everyone's interests-from the agencies to the authorizing committees to the Appro­
priations Committees. We will consider all the reports done each year, and we will 
provide every opportunity for exchange of ideas before a final decision. And-most 
importantly-we provide a focus. Each agency will be treated exactly the same, with 
the only purpose being' to stop the spending of money illegally, foolishly, or waste­
fully. 

This legislation provides the incentives, the initiative, and the determination to 
look for waste, fraud, and abuse; nothing more, nothing less. It does not reward 
agencies for eliminating waste, fraud or abuse. It assumes agencies should be doing 
that anyway. I believe the public wants no less of an effort. 

We are not talking about a few dollars. There is significant evidence before us 
that waste, fraud and abuse does exist in very large amounts. It is also apparent 
that savings can be made from eliminating mismanagement and inefficiencies. 
Donald Lambro has suggested that as much as $100 billion are being wasted every 
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year. The Senate Budget Committee is assuming that, through passage of legislation 
similar to lIthe Waste, Fraud and Abuse Reduction Act," we could save $15 billion 
in 1983 and 1984. I believe these estimates were conservative. One can hardly pick 
up a major newspaper today without seeing official estimates in excess of these 
amounts. 

r also believe that we should work to get this legislation passed in 1981. We 
should move forward while the issue has a high profile and while we have a new 
administration which has indicated a strong interest in doing something about the 
problems it inherited. If we can cut waste this year, keep it out, and then go back 
for more next year, those savings will compound arithmetically. 

Indeed, this legislation offers one of our best hopes for balancing the budget by 
1984. Nothing is more offensive than spending money wastefully when the economy 
cries out for fruga~ity. The challenge is to get started now and make the plan 
effective in 1982. . 

One final note is necessary. I have provided that the legislation be "sunset" after 
2 years on the theory that if it proves effective it can be reenacted. And if it proves 
ineffective, we will have to seek a better way. I believe the former will occur. 

Mr. President, a number of my colleagues have told me this is an innovative 
approach which ought to be given a chance. I believe Members from both sides of 
the aisle can, and ought to, support this approach. 

In the end, this legislation simply calls on Congress to get on with the job-to 
look. A Senator could oppose this legislation on the basis that it impinges on 
somebody's authority, that the Appropriations Committees should do the cutting, or 
that the administration should make the decisions. But I believe there is plenty of 
room for everyone to get involved. And I believe, Mr. President, that all arguments 
pale when confronted by the political reality that there are major savings to be 
achieved and that the taxpayers expect us to act. 

PREPARED STATEMENT OF SENATOR DAN QUAYLE 

Mr. Chairman, I am pleased today to again voice my support for the Waste, 
Fraud, and Abuse Reduction Act of 1981, of which I am a cosponsor. This legislation 
will be a fundamental tool in our campaign to build a more productive and more 
efficient federal government. The Administration and this Congress can )oin in a 
cooperative effort toward solving what President Reagan has described 'an unre­
lenting national scandal." 

President Reagan has made elimination of waste, fraud and abuse a primary 
concern of this administration. But, the President alone cannot solve this on-going 
and pervasive problem. The Congress, as guardian of the Nation's purse strings, 
must aggressively exercise its oversight responsibilities to insure the proper man­
agement of its programs. This legislation provides the incentives, the plan, and the 
simple means for Congress to effect major reductions in government waste. 

This bill will not provide the ultimate answer to the waste, fraud and abuse which 
continues rampant in the federal government. This legislation is not a cure for all 
the ills of the federal bureaucracy. It cannot ensure that all waste in the govern­
ment is erradicated. 

The bill does provide, however, a process mandating that efforts to deal with 
waste, fraud and abuse be carried out. This bill is but a beginning. The approach is 
simple, clear, and concise. This legislation will direct the Secretary of the Treasury 
at the beginning of the fiscal year to withhold from obligation 2 percent of the 
appropriated funds of each agency until Congress has an opportunity to review that 
agency's own efforts to eliminate waste, fraud and abuse. Agency managers will 
send plans to Congress on these efforts and Congress by joint resolution will deter­
mine if the 2 percent funds should be released. By this single procedure, Congress 
will put every agency on notice that footdragging on administrative reform will not 
be tolerated. This bill is the embodiment of the seriousness with which Congress 
views the necessity to erradicate waste, fraud and abuse. 

This legislation does not infringe on the authority of the executive branch or the 
managers of federal agencies. This bill does not interfere with those who direct the 
daily affairs of the federal government. This bill calls upon those who administer 
federal programs to assure the Congress that they are efficient and productive. 

In the er.d, this legislation simply calls on Congress to do its job, so that the 
agencies might better do theirs. This legislation is an important first step in solving 
the problem of waste, fraud and abuse. Mr. Chairman, I believe that arguments 
against this legislation will pale in comparison to the savings to be achieved from 
better managed programs, and the demand that Congress exercise its leadership in 
administrative oversight. The taxpayers of this Nation demand nothing less. 
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Chairman ROTH. We will next call on Mr. Len Rippa, director of 
the Office of Congressional Affairs, National Taxpayers Union. 

Mr. Rippa, we are pleased to have you here today. As I am sure 
you are aware, we would be happy to have you summarize or read 
your statement. If you summarize it, we will include it as if read. 

TESTIMONY OF LEN RIPPA, DIRECTOR, CONGRESSIONAL 
AFFAIRS, THE NATIONAL TAXPAYERS UNION 

Mr. RIPPA. Thank you very much, Mr. Chairman. I have a short 
statement. If you don't mind, since it is short I will read it and will 
be pleased to answer any questions. I am pleased to be here to 
testify on behalf of the Waste, Fraud, and Abuse Reduction Act of 
1981. I represent the National Taxpayers Union, a national non­
profit, nonpartisan public interest organization with 450,000 family 
members who live in all 50 States. 

NTU is dedicated to the following goals: An America where free 
people can work together to build a better life; an honest account­
ing of Government finances; a reduction of Government waste, 
spending, bureaucracy, and regulation; lower taxes for everyone; 
and a constitutional amendment which outlaws inflationary deficit 
spending and reduces the tax burden. 

Since 1969, we have been lobbying on behalf of the taxpayer to 
achieve these goals. Progress has been slow. Victories for the tax­
payer have been few and far between. The Federal deficit has 
grown incredibly fast the past few years, soon to exceed $1 trillion. 
I believe we all agree that a major share of this huge deficit has 
been caused by billions of taxpayer dollars being mishandled, mis­
managed, misused, or misspent. 

Rhetoric flows freely during political campaigns. All politicians 
are avowed to stamp out waste, fraud, and abuse when they get to 
Washington. Political appointees to the executive branch arrive 
with zeal, thirsting for blood. All too soon the quagmire of bureauc­
racy envelopes them and they very quickly move from inheritors of 
problems to those now responsible. And the inclination to look for 
and root out waste, fraud, and abuse lessens. 

Surely as we sit here today, Mr. Chairman, if the administration 
does not move within this first year to eliminate the causes, then 
the odds for finding a cure to the insidious disease of bureaucratic 
waste will diminish or disappear all together. . . 

We commend Senator Kasten and his cosponsors for recognIzmg 
this dilemma and taking the initiative to propose solutions. Senator 
Kasten's bill is creative and innovative in its approach. It not only 
recognizes that there is waste, fraud, and abuse throughout the 
Federal Government, he suggests an up-front approach that most 
bureaucrats will understand. The 2-percent solution is a step in the 
right direction. 

However, some additional steps may help to sharpen the teeth of 
this forward moving legislation. Withholding 5 percent of the man­
agement salaries where waste has been uncovered until the neces­
sary reforms have been made will put on notice those managers 
that ignore the taxpayer trust that a quid pro quo is in order. Each 
year, GAO reports instances of waste, fraud, and abuse throughout 
the bureaucracy. In most instances, these reports are neatly filed 
away, never to be heard from again. The same applies to Inspectors 
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General of Government agencies. Direct action is needed. A com­
mittee' of the Senate should be established with authority to report 
legislation on any agency to reElcind wasteful spending. The prob­
lem is so pervasive that this unique authority may ultimately be 
the only solution. A Senate committee on waste, fraud, and abuse 
may provide the vehicle necessary to remove wasteful spending 
mandated by Senator Kasten's legislation. 

The Merit Systems Protection Board surveyed Federal workers 
across the board recently and the perception of most workers was 
not one of the fear of reprisals for blowing the whistle, but simply 
that no one cares, so why bother. Almost 50 percent said they had 
seen Or heard about waste resulting from illegal activity or simple 
negligence. And most tragic of all, about 70 percent said they had 
told no one. Some rationalized that nothing would be done, or 
worse yet, tha.t nothing could be done. 
,. Certainly fear of reprisals cannot be eliminated as a factor. 
Many recall what happened to Ernie Fitzgerald when he blew the 
whistle on the C-5A cost overruns. The perception of most taxpay­
ers is that waste, fraud, and abuse does exist in varying degrees in 
every agency of Government. And they do not like it, except for 
certain individuals who suffer from the "something for nothing 
syndrome"-and thank God they are in the minority. _, 

The proliferation of Government programs that have driven the 
cost of Government to mind boggling levels has not been without 
suppor~ from the voters in the past. Taxpayers may tolerate the 
expanSIOn of Government progra.ms if they perceive a certain activ­
ity to be in their own self-interests. 

In their book, the Political Economic of Government Growth, 
Professors Bennett and Johnson address the theory that bureau­
cratic failure is success. They go on to explain that "the cause of 
Government growth envisions bureaucratic self-interest as the 
prime mover through the creation or identification of crises that 
lowers political and voter resistance to additional programs." In 
theory, the appropriations are used to purchase resources to solve 
pressiug national needs. If bureaucratic self-interest is the motivat­
ing factor, ·it is axiomatic that no crisis can ever be solved: If a 
crisis. disappear~, ~he justification for .the agency, its employees, 
and ItS. approJ?natIOns woul~ also val'l:Ish. Bureaucratic entrepre­
neurshIp requIres that fundIng must Increase over time and for 
this to occur, problems must multiply as well. There is no ince~tive 
for the careful management of, the taxpayer's money, for if an 
agency ?o~s no~ spend all i~s money in 1 bu~get year, additional 
appropnatIons In the followIng year may be In jeopardy. Bureau­
cratic failure is, from the perspective of the bureaucrat, success. 

Th:us, the. Dep~rtment of Energy has made no perceptible prog­
ress In dealIng wIth any energy issue: HHS has minimal incentives 
to get recipients off welfare, FDA will continue to find new carcino­
gens, and EPA will press for additional controls and constraints to 
combat pollution. 

Further, revelations of cost overruns, kickbacks bribes and cor­
ruption have reduced public confidence in the notion that Govern­
ment emplo:yees ~re cO.ncerned solely with the public interest. At 
~he same tIme, InflatIOn has eroded the purchasing power of 
Income, escalated property assessments, which increases property 
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taxes, and placed individuals in higher tax brackets due to the 
progressive nature of the income tax. Voters a"re paying consider­
ably higher taxes without commensurate increases in services. Fi­
nally, it seems that many believe the bureaucracy has cried "wolf' 
too often-it now seems that virtually everything causes cancer or 
is a national crisis. The voter has begun to vent his frustration 
about bureaucratic failures in the voting booth. 

Mr. Chairman, the November 4 elections certainly confirms this 
theory. Taxpayers are fed up with escalating taxes and runaway 
inflation. We can all recite horror story after horror story about 
waste, fraud, and abuse in Gov~rnment. From the traditional year­
end spending sprees that literally shovel money out the window to 
the billions in uncollected debts owed the Government, there is 
certainly enough waste, fraud, and abuse to go around. 

The President campaigned on a program to eliminate waste, 
fraud, and abuse-the Senate assumption of a balanced budget in 
1984 includes a $7.7 billion reduction based on reforms proposed by 
Senator Kasten. This effort, though modest, provides a signal that 
good intentions are not enough. Without the discipline provided by 
legislation, future administrations will still be "just talking." 

The National Taxpayers Union has led the effort since 1975 to 
achieve fiscal responsibility through a constitutional amendment. 
It has become increasingly clear that electorial constraints are 
insufficient to control deficit financing. The disciplines to with­
stand pressure groups prove too costly in terms of voter returns. It 
is far easier for an individual Congressman to contribute to spend­
ing than to oppose. The disciplin.e to "pay as you go" can only be 
achieved through constitutional restraints. Similarly, the discipline 
to look for and eliminate waste, fraud and abuse cannot be left to 
the good intentions of bureaucrats. The Congress has an obligation 
to insure that the taxpayers' money is spent wisely. Only through 
legislative disciplines can the trend to reward bureaucratic failure 
be reversed. 

We urge all Members of Congress to support Senator Kasten's 
bill. We believe his approach, strengthened by the additional provi­
sions we have suggested, will be a major step toward fiscal responsi-
bility. . 

That concludes my written statement, Senator Roth. I would be 
pleased to answer any questions that you might have. 

Chairman ROTH. Thank you, Mr. Rippa. 
On your proposal of witholding 5 percent from supervision, I am 

not sure what legal entanglements that would cause, but let me 
ask you a question from another direction. 

We often do try to build penalties into the system which at least 
so far haven't worked too well. Have you or your organization 
given any thought to a carrot approach so that people will feel 
there is some personal incentive to eliminate fraud, waste, and 
abuse? 

Mr. RIPPA. Yes. We feel that currently there are more disincen­
tives to root out, save, and cut the budget, if you will. Many 
agencies at the end of the fiscal year as you well know seem to go 
on an orgy of spending simply to spend all their budget in prepara­
tion for next year's budget. However, in the Senior Executive Serv­
ice it appears that the incentive to save really isn't there. More 
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often than not, their bonuses seem to be predicated on the ability 
to spend money rather than to save. I think this has been well 
documented. We have looked into that problem. We think the 
carrot approach could certainly help. It could complement Senator 
Kasten's approach for an agency and it would perhaps create in­
centives for the senior managers to actually save. 

However, we feel also that they bear the responsibility of the 
taxpayers' trust. If there is waste, certainly there should be some 
quid pro quo. It could be very difficult to manage. I agree with 
that. But certainly it would send a signal that the taxpayer was fed 
up with his money being mishandled. 
Chairm~n ROTH. I think your statement correctly points out part 

of the problem. The practice in Government is to spend everything 
you get so that each year you will get something more. This is in 
contrast to the private sector, where you have competition. There 
you have to cut to remain alive. 

In the past, that has been when we increase our spending to 
supplement the private sector. Until recently there haven't been 
any built-in incentives to save and eliminate abuses. 

Knowing the problem is one thing. But when you are dealing 
with a budget as large as our Federal budget, it becomes very 
difficult. 

I think part of the President';:; proposal of putting together a 
number of block grants is one step to trying to attack that problem. 
I don't think there is not anyone simple answer. 

Mr. RIPPA. Can I make one observation to that, sir? Of course 
block grants reduces the management of resources to the lowest 
level that can more effectively manage it at the State and local 
level, which I think certainly is a step in the right direction. The 
budgetary process almost requires, it seems, it is almost manda­
tory, to create some justification to spend more in the next fiscal 
year than you did in the present fiscal year. There seems to be a 
syndrome of increasing the budget. As I pointed out earlier, and I 
believe Senator Domenici commented on it, the 'padding problem is 
certainly a danger in this kind of approach. We feel regardless of 
the inherent dangers in the padding, regardless of the bureaucratic 
problems that might be inherent in a bill such as Senator Kasten 
has proposed, we think is a clear signal that the taxpayer deserves 
to have his money managed wisely. Certainly there is no argument, 
I think there is no argument from any proponents or opponents 
that there is waste, fraud and abuse. It is just horror story after 
horror story. 

I am not going to belabor that point. But, my goodness, you read 
about it, the investigations, GAO I believe said, or Mr. Staats, of 
GAO, when he retired, identified something in the neighborhood of 
$15 billion in waste in the Department of Defense. Certainly their 
budg~t is not sacrosanct-$15 billion. We are talking about a whole 
bunch of money. If nothing else, Senator Kasten should be com­
mended for an innovative approach to at least trying to solve the 
problem; let's get a little piece of the action for the taxpayer and 
get 2 percent right up front, and worry about the details later. 

Chairman ROTH. I would agree with you. I think Senator Kasten 
has submitted a very innovative approach that is worthy of careful 
consideration by the full committee. 

-~-- ~ -----------~ .-~--. ~ ,,-- .. --~.-.-"-,, .. - - .. _._ .. 
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I have a feeling that part of the problem is the. l~ck of oversight 
on the part of Congress, including the authOrlZIng commItte~s. 

There is a tendency, as you well know, for each of th7 commIt­
tees whether it is on the social side or the defense sIde, to be 
protective, rather than investigative in their approach. Somehow 
we have got to change that. . 

I am hopeful that this committee, t~e Go,:erl}Il).enta~ ~ff~Irs 
Committee, will exercise aggressive oversIght WIthIn our JurIsdlCa­
tion. We really cannot overview everything. Because of the sheer 
size of Government that is impractical. Yet I would hope that we 
could somehow becbme the gadfly if nothing else to provide some 
leadership to the other committees to take a tougher look at the 
programs within their jurisdietions. 

I want to thank you for your most helpful statement. 
At this time I will call on Senator Pryor. ' 
Senator PRYOR. Thank you, Mr. Chai.rman. . . 
Mr. Rippa, by the way, I am an admIrer of your organIzation and 

I think that you serve a fine purpose. You have observed for some 
time this Federal system of budgeting and you have seen an awful 
lot of waste, fraud and abuse and you have studied and comme!lted 
on it. You have ~een before this committee on several occaSIOns. 
Have we mad.e any p'/rogress in the last few years? ' . 

. Mr. RIPPA. I think 00ertainly we; have made som.e progress. I th~nk 
there is certainly a long ways to go as well. I thInk the pel'Cept1On 
of the taxpayer, and we hear this from our mem!->ers, t?a~ the 
elimination of wasteful spending seems to be a hIgh prIOrIty. I 
believe the budget process that we are just going through, the 
President has proposed some very stringent budget cuts, but cer­
tainly not enough to cause the outcries by some ~peCIal interest 
groups. Many of the Members of Congress, on both sldes, the House 
and Senate have been beat around the head aDd shoulders on 
some of the~e budget cuts, from Veterans Affairs, Food Stamps and 
all of these entitlement programs. ., . . . 

Most taxpayers believe that we are mOVIng In the rIght dIrectIOn 
to achieve fiscal responsibility, that we must spend the m0!ley 
wisely and that there is plenty of room to cu~ the. budget. It Just 
depends 011 whose ox is going to be gored, and whIch one, ~s y~u 
know, Senator Pryor. Wasteful spending, pork barrel, 10gr?llIng, In 
the Congress we believe very strongly that gentlemen lIke your­
self, Senator'Roth, Senator Kasten, that certainly have addres~ed 
the problems, recognized there is a problem; whether y~>u are gOIng 
to be able to solve it I do not know. We are certaInly here to 
support you. We will ~ork with you. I think we are moving in the 
right direction. Yes, I do think there is some progress. 

Senator PRYOR. Have you noticed any progress since we have 
created the Offices of Inspector General in the agencies? 

Mr. RIPPA. We looked at that somewhat. Certainly tJ:e I?spectors 
General are a very valuable vehicle. Abuse of t~le offIc7 Itself has 
caused some consternation where the exposure of waste IS pure and 
simple. There is no real judgmental factor that it is waste. It is not 
necessary to spend, and in some cases bordering on abuse or fraud 
have been swept under the rug. I am not sure wha.t th7 ~llswer. to 
that is. But this kind of legislation might help. I thInk It IS plaCIng 
managers that believe-really and sincerely believe in the taxpay-
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ers' trust, certainly is the right answer. But with fraud, as Senator 
Roth pointed out, over 600 agencies-I am not naive enough to 
assume we are going to do that in one fell swoop. We need to work 
in that direction. 

Our members are very cognizant of the fact that there is ¥Taste, 
fraud and abuse in the Government. I 'feel if we don't address it 
from a legislative standpoint, to put the discipline where it belongs, 
I just don't think it will happen. If it is just good intentions, it just 
won't happen. 

Senator PRYOR. If you could poll your members once again and 
ask them the question as to where the blame lies, would they say 
that the blame lies with the Members of Congress or the President, 
or the bureaucracy, whatever that is? Where would they say most 
of the blame lies? 

Mr. RIPPA. I think we place the blame initially on Members of 
Congress. 

Senator PRYOR. That is where it is. That is where the blame is. 
Mr. RIPPA. That is where the blame is. I received a letter recent­

ly in response to one of our taxpayers, where we inform, educate 
and hope that our members will communicate their views to their 
Members of Congress. It happened to be on the subject of addition­
al or continued subsidies for Amtrak. This member wrote and said, 
"Last year I wrote to Congressman so-and-so and he ain't here 
anymore, and this year," he said, "I hope you vote right because 
next year you might not be here." 

So there is that concern. The voter is aware that they do have 
some power to change the big spenders, so to speak, but we are not 
going to do it all. I think everybody has to join together and vote in 
the taxpayer's best interests. It is very difficult because of the 
constituency pressures, voter pressures, and we are not being naive 
about that. But there is a limit, a line, where you have to draw the 
line, to stand up and be counted. 

We commend those that do. We condemn those that don't. I 
think that is the process. We have to keep the pressure on. 

Senator PRYOR. I also would like to take a moment to thank you 
for you and your organization's participation in supporting some of 
the attempted cuts we have tried to make in the area of Govern­
ment consulting. For example, just recently with the chairman's 
support, and his help, we took $500 million out of the 1982 fiscal 
year for consulting and related services. I think that is really just a 
drop in the bucket. It is awful hard once again to identify it. 

Mr. RIPPA. I might say, too, I did support and testify in behalf of 
the Consulting Reform bill of 1980 that you cosponsored with 
former Congressman Harris. But that is an area that certainly still 
needs a lot of attention. 

Senator PRYOR. This probably is not good for a politician to say, 
but I think that some of us get as fruskated as some of the 
members of the Taxpayers' Union get. I know last year I became 
totally frustrated about a ludicrous situation that was happening 
yvith the. General Se~vices Administration with regard to purchas­
mg furnIture from fIrms that I thought we had no business pur­
chasing furniture from. I won't go into that. But I became so 
absolutely frustrated and I exercised every responsibility and ev­
erything that I could think of as a Member of the Senate and still I 
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don't know if we ever made any progress in that f~eld. Maybe we 
did shire a little light on the subject and that b~Ings .me ~o my 
conclusi~n. I think that shining light on these subJec~s IS. gOIng to 

b bl do as much or perhaps more than any legislatIOn~ even 
f~~u:h) think Senator Kasten's legislation may be a step In the 
right direction. If e 

I think once again it forces agency managers to manage. wd 
could implement that in so:r:ne way, it might be a step forwar . 
Thank you very much, Mr. Rlppa. 

Thank you, Mr. Chairman. b £ th 
Chairman ROTH. It is always a pleasure to have 10~ e ore ~ 

committee, Mr. Rippa, and we look forward to continUIng to wor 
with you. . 

Mr. RIPPA. Thank you very much, SIr. 
Chairman ROTH. At this time we would call forward Mr. Myers, 

the Director of Program Analysis Division, U.S. General Account-
ing Office. 1 'th d 

Mr. Myers, if you would, introduce th~ gent eman WI you, an 
then you can proceed as you feel appropriate. 

TESTIMONY OF MORTON MYERS, DIRECTOR, PROGRAM ANAL Y­
SIS DIVISION GENERAL ACCOUNTING OFFICE, ACCOMPA­
NIED BY KENNETH HUNTER, S}1NIOR ASSOCIATE DIRECTOR, 
PROGRAM ANALYSIS DIVISION 
Mr MYERS Good morning, Mr. Chairman. . 
On' my left is Kenneth Hunter, Senior Associate plrector .of the 

Program Analysis Division, in charge of the GAO s work In the 
program and budget information area. . I 

Mr. Chairman, with your permiss~on, I. have a brief statement. 
would like to read it for the record, If I mIght. 

Chairman ROTH. Very good. 
Mr MYERS. Thank you. . S 1120 
We' are pleased to be here today to present our ,vlew1 ~n i 1981' 

the proposed Waste, Fraud,. and Al:n.~s~ ReductIOn c 0 ~ 
As you know our office reVIews actiVIties and programs of ~e~er 

al agencies to identify opportuniti~s for gre~ter economy, effiClen­
c and effectiveness. Given our offIce s role In the Government, we 
I!e'artily agree with and endorse th~ ?bject~ve of efforts to reduce 
waste, fraud, and abuse in the admlJ:llstra~IOn ?f q-overnment pro­
grams. S. 1120 would seek to accomplIsh thIS o?JectIve by an acrosd the-board 2-percent reservation of funds for fIscal. yeah~ l~~r a~ll 
1983 We question whether the approach taken In t IS 1 WI 
achi~ve its objective. We are concerned that the bill wou.ld crea~e 
disincentives to reporting waste, fra,ud,. and abu.!?8,. a~d that It 
establishes procedures which are duplIcative of the eXIsting budget 
control process and are unclear in some res~e~ts. . . 

We are especially concerned about the dISIncentive to approprI­
ate and timely repOIting of fraud, waste, or abuse by agency Ins~eS­
tors general and internal audit or~anization.s. As we under stan . 
1120 those agencies which determIne there IS no such waste, fraud, 
or abuse may submit a request to the Congress for release of the 
amount withheld from them, which would be, under S. -1120. equal 
to 2 percent of their appropriation. 
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Similarly, an agency which was able to save less than 2 percent 
may request the release of the difference between the amount 
withheld and the amount saved. The only agencies that could not 
request a release of funds withheld would be those who reported 
they had saved 2 percent or more. 

D nder these ground rules, the less fraud, waste, and abuse an 
agency reports, the greater will be the amount it can request to be 
restored. 

Thus, some agencies could begin to look with disfavor on the 
timely reporting of their internal audit or inspector general organi­
zations which show savings from fighting fraud, waste, and abuse, 
because repol'ted savings will be offset against the 2 percent with­
held. This would be unfortunate and may have negative conse­
quences in connection with internal audit operations including 
those of the inspectors general. 

S. 1120 would in effect establish a separate process for adminis­
tering 2 percent of each agency's appropriation. From the agencies' 
perspective they would have two sources of funds and separate 
processes for each source. Thus the workload of most participants 
in the budget process will be increased in addition to the workload 
of the new participants who must administer the new requirements 
for reporting and evaluating fraud, waste, and abuse efforts. 

In our judgment, the budget process already has severe timing 
and workload problems, and we are reluctant to support adding to 
it. 

Three specific aspects of the process that concern us are: 
One, the 2 percent is apparently intended to apply to all of the 

appropriations of each agency, yet the "savings" are not intended 
to reduce services. Agencies which have very small administrative 
costs and are not able to make savings may find it very difficult to 
wait until the beginning of the last quarter to know if they are 
going to get the 2 percent released or not. 

Therefore, it will probably be necessary to develop special rules 
for some agencies. There are agencies with administrative costs 
which are less than 2 percent of the total appropriated money. 
Hence, they basically would be operating without the benefit of 
administrative funding until such time in the last quarter of the 
fiscal period under S. 1120 when they would know whether there 
would be a 2-percent restoration or not. 

Two, the agencies have the only explicit means for initiating the 
process for releasing the funds. Since the agencies are given discre­
tion as to whether or not to submit a request, an agency could 
lower its funding simply by not requesting release. You may want 
to make the bill explicit that the committees have the authority 
and responsibility to initiate release themselves where the agency 
has not made a request but the Congress still believes the entire 
amount originally appropriated should be spent. This would be the 
equivalent of an agency having impoundment authority up to 2 
percent. 

Three, without any definitions or criteria for what constitutes 
fraud, waste, and abuse and how to measure "savings" we are not 
sure how disputes would be settled over the classification and 
m~asurement of the "savings" that are to be offset against the 2 
percent withheld. We anticipate that this could require an item-by-
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item review by this committee to determine specific items and 
amounts to be included or excluded. 

In sum, although we strongly agree with and endorse the objec­
tive of reducing waste, fraud, and abuse, we are concerned about 
the means to achieve this objective embodied in S. 1120. We urge 
that you examine the relationship and impact of the bi~l on exist­
ing laws and procedures for Federal budget and spendmg control 
and auditing. 

There are a number of ways of improving specific aspects of 
Government administration in order to ac}:lieve economies includ­
ing better debt collection, procurement practices, and internal con­
trol systems which we are working on with your committee. 

There is also the alternative of reducing appropriations directly 
and thus forcing agencies to find economies or request and justify 
supplemental appropriations, which would all be accomplished 
through existing procedu't'es. 

That concludes my prepared remarks. I would be pleased to 
answer any questions you may have. 

Chairman ROTH. If I understand your testimony, Mr. Myers, then 
you feel that the general thrust of the legislation is contrary to 
what we should be doing. You do not see this-I want to make sure 
I understand what you are saying-you do not see these as minor 
defects, but you think the basic thrust itself is contradictory to the 
goal of the bill? 

Mr. MYERS. We indeed, Mr. Chairman, are concerned with 
whether or not the most worthwhile objective of S. 1120 will be 
achieved by its present provisions. 

Chairman ROTH. I would like to reiterate again, that I think the 
vast majority of public servants are well-meaning, lo'yal employees. 
At the same time, I have to agree, as a result of some of your 
earlier studies, that there is a lack of appreciation for whatever 
reason, as to the scope of the problem, that the employees don't 
feel it is worth their time to expose fraud or take action. 

How do we remedy this? I think it is a very innovative copcept 
offered by Senator Kasten. The things you outlined we already, of 
course, have those rights. As I said earlier, in many ways I feel 
that there is a lack of meaningful oversight on the part of Con­
gress. But that is also an easy criticism to make. It is the sheer 
dimension of the budget that makes it very difficult for Congress or 
any particular committee to go deeply into each of those things and 
really intelligently review them. I think there is a lot of idle talk 
about this without really getting to the meat of the matter. 

But if S. 1120 is the wrong approach, certainly what we have on 
the books is not working as well as I think any of us would like it 
to. Do you have any other suggestions? 

For example, I often think a carrot is a lot better than a stick. 
Maybe we ought to have both. Has the General Accounting Office 
given any thought to that aspect? 

Mr. MYERS. Let me offer two things that might go to the thrust 
of your inquiry, Mr. Chairman. Normally the General Accounting 
Office would favor those actions that tend to be targeted. As you 
point out, they do involve the ferreting out and specific attention to 
particular topical items. Generally we do not favor an across-the­
board approach because by its very nature being untargeted, it has 

'u..' .... ' _____________________________________ "'--_________________ ~ ___________ ~_~~ _____ _ 
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the ability to sweep in certain things that are worthwhile and 
perhaps have a negative effect on things that no one would other­
wise feel were wasteful. 

If one was going to use an untargeted approach, we would favor 
the approach taken by you personally sometime in the past to 
merely call for a percentage decrease of agencies' appropriations. It 
would not have this accompanying mechanism and the other prob­
lems we feel are inherent as well as the most serious disincentive 
provisions. 

Other -than that, we have done only in-house, internal thinking 
a.bout a program that perhaps would have some type of a sharing 
mechanism. If Federal managers are able to come up with savings, 
then some percentage of those savings could be made available for 
that agency, for that program's use, that type of thing. There are 
legal ramifications. OMB, the Congress, OPM, all have to be con­
sulted. 

Chairman ROTH. I must confess that is an area where I have 
given some thought, but have never come up with any very practi­
cal formula. 

It does seem to deserve merit if you could do it in an intelligent 
manner. 

Let me go, for example, to this testimony earlier based on the 
General Accounting Office point that a very large percentage of 
Government travel is not documented. 

I think we all agree that some travel is good and essential. Yet 
there is a feeling, at least on the part of many of us here, that 
much of it is unnecessary. It may apply in this body as well as in 
the executive branch. But how do you attack it? In the past I have 
attempted to reduce the cost of Government travel. My committee 
is continuing these efforts this year. But, according to GAO, 75 
percent of Government travel isn't documented. Can we require 
documentation so that travel can be carefully reviewed or are we 
going to end up doing a lot more paperwork that is going to 
increase costs? One of my real concerns with my proposal, as well 
as with this new one, is that we do not adopt a lot of new proce­
dures which in theory are good, but which in practice just increase 
the paperwork and the roadblocks in government generally. 

Let me attack that problem of travel. I don't know whether you 
call it waste or abuse, but it would seem to me to fall within one of 
those categories. How do we attack that problem? 

Mr. MYERS. Frequently as to the category, that is a matter for 
the eye of the beholder, Mr. Chairman. I suspect that those who 
felt that a trip v;-'as essential would argue strenuously that it was 
not wasteful at all. In our own agency we have rules. I think rules 
and pap~rwork are sometime!? inherent in the kinds of things we 
are talkmg about today. They may not be avoidable. One must 
have standards for travel and they have to be set forth and con­
veyed. Managers have to be held accountable. 

Chairman ROTH. Is that written documentation? 
Mr . MYERS. Yes. It certainly is. There are justifications as to how 

many people can go on a single trip. If somehow you need more 
than a single t~ave.ler,. at a given location, for a given purpose, you 
would have to Justify It. That does require documentation. It does, 
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however, indicate that there is a seriousness about the need for 
that second individual on the trip. 

We also priority-rank travel. That travel which is directly relat­
ed to the accomplishment of a mission as opposed to giving a 
speech would have a much higher ranking in priority order. Some 
of these other things we would never have money available at all 
to fund. So rules and regulations I think will be necessary. 

Chairman ROTH. I don't know whether you 8re familiar with 
those reports. This may be unfair to question you on this today, but 
these reports that show that 70, 75 percent of the travel is undocu­
mented, does that mean there is no written approval or atlthoriza­
tion? 

Mr. MYERS. I am not directly familiar with those reports. Let me 
refer to Mr. Hunter. 

Mr. HUNTER. No. I am not familiar with those reports, either. 
Chairman ROTH. Gentlemen, I think that is all the questions I 

have at the moment. We will be continuing to call upon you in this 
area, I am sure, as long as any of us are here. 

We thank you for your help. 
The committee is in recess. 
[Whereupon, at 11:45 a.m., the committee was recessed, to recon­

vene subject to the call of the Chair.] 
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ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD 

97TH CONGRESS 
1ST SBSSION S.1120 

To r('duce the amollnt of funds a\'ailnhle to an agency unlesR tIl(' agency has 
reduced \VaRte, fraud, and abusc to the maximum extent fl'asible 01' demon­
strates that no waste, fraud, or llbusl' exists in the administration of pro­
grams, and for other purposes. 

IN THE SENATE OF THE UNITED STATES 

MAY (j (\l'gislllti\'(' day, APInIJ 27), 1981 

Mr. KAS'rEN (for himsl'lf, Mr. DOIllENICI, Mr. ARIIlHTRONG, :Mr. HA'J'CH, Mr. 
DECONOINI,' MI'. 'I'IJlTRI\IOND, Mr. ANDIU}\\'H, Mr. SnIIllH, Mr. QtrAYIJE, 

.Mr. GRASSLEY, Mr. SASSER, and MI'. DENTON) introduced the following 
bill; which was read twice and referred to thc CO:llJllitt(,(, on GO\'prnmental 
Affairs 

A BILL 
To reduce the amount of fund~ available to an agency unless the 

agency has reduced waste, fraud, and abuse to the maxi­

mum extent feasible or demonstrates that no waste fraud , , 
or abuse exists in the administration of programs, and for 

other purposes. 

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America. in Con,gress assembled, 

3 That this Act may be cited as the "Waste, Fraud, and Abuse 

4 Reduction Act of 1981". 
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APPLICABILITY; DEFINITION 1 

2 SEC. 2. (a) This Act applies to fiscal years 1982 and 

3 1983. 

4 (b) For purposes of this Act, the term "agency" hn,s the 

5 same meaning as in section 552(e) of title 5, United States 

6 Code. 

7 APPROPRIATIONS NOT AVAILABLE 

8 SEC. 3. Of any amounts appropriated for an agency for 

9 a fiscal year to which this Act applies, an amount equal to 2 

10 per centum of such amount shall not be available for obliga-

11 tion or expenditure unless-

12 (1) the agency transmits to the Congress the plan 

13 required for such fiscal year under section 4; 

14 (2) the agency transmits the report required under 

15 

16 

17 

18 

19 

20 

21 

22 

23 

section 5 to the Congress on the implementation of the 

plan required under section 4 and requests the Con­

gress to make available for obligation or expenditure 

all or part of the amounts withheld under this section; 

and 

(3) a joint resolution is enacted, in accordance 

with section 6, directing the Secretary of the Treasury 

to make all or part of the amount withheld available to 

the agency for obligation or expenditure. 
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2 

3 

3 

PLAN FOR THE REDUCTION OF WAS'fE, FRAUD, AND 

ABUSE 

SEC. 4. (a) Not later than lTune 1, 1981, and not later 

4 than one year thereafter, each agency shall prepare and 

5 transmit to 'the Oongress a plan, 1'')1' the fiscul year beginning 

6 on October 1 of the year in which the report is submitted, 

7 detailing how the agency intends to reduce any waste, fraud, 

8 and abuse which may occur in the administration of programs 

9 by the agency. 

10 (b) Any plan required by this section may not provide 

11 for the reduction of services provided pursuant to the pro-

12 grams administered by the agency. 

13 REPORT ON EFFOR'l'S TO REDUCE WASTE, FRAUD, AND 

14 ABUSE 

15 SEC. 5. Not later than February 1 of each fiscal year to 

16 which this Act applies, each agency shall prepare and trans-

17 mit to the Oongress a report on the efforts of the agency 

18 during such fiscal year to reduce waste, fraud, and abuse in 

19 the administration of programs, including the efforts of the 

20 agency to implement the plan required by section 4. The 

21 report required by this section shall include-

22 

23 

24 

25 

(1) in the case of an agency which has made re-

ductions in such waste, fraud, and abuse-

(A) a description of the nature of such reduc-

tions; 

I 
\ , 
\ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12· 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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(B) a specification of the amount saved by 

the uO'ency as a. result of such reductions and of 
b • 

the percentage such amount constitutes of the 

amounts appropriated for such agency for such 

fiscal year; and 

(0) if applicable, an explanation why the 

agency ,vas unable to make reductions hl waste, 

fraud, and abuse in the administration of agency 

programs whieh would result in savings of an 

amount equal to or in excess of the amount with­

held under section 3; 

(2) in the case of an agency which has been 

unable to make any reduction in such waste, fraud, and 

abuse, a statement of the reasons for such inability; 

and 

(3) in the case of an agency which has determined 

that there is no such waste, fraud, or abuse, a state­

ment specifying such determination and the basis on 

which such determination was made. 

RELEASE OF FUNDS 

SEC. 6. (a) Any agency which, during a fiscal year to 

which this Act applies (l)(A) made reductions in waste, 

fraud, and abuse in the administration of programs which re­

sulted in savings in an amount less than the amount. withheld 

under section 3 or (B) determined that no such waste, fraud, 
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5 

1 or abuse exists, and (2) submitted the plan required by sec-

2 tion 4 and the report required by section 5, may, in accord-

3 ance with this section, submit a request to the Oongress for 

4 the release of the amount withheld from obligation or ex­

[) penditure under section 3. 

6 (b) Any request by an agency under this section for the 

7 release of amounts withheld under section 3 may-' 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

(1) in the case of ail agency which has made re­

ductions in waste, fraud, and abuse in the administra­

tion of agency programs, be for an amount which 

equals the difference bebveen the amount withheld 

under section 3 and the amount saved by the agency 

as a result of such reduction; and 

(2) in the case of an agency which has made the 

determination described in sectio~1 [)(a)(3), be for an 

amount equal to the amount withheld under section 3. 

(c) By April 1 of each fiscal year, the Oommittee on 

18 Governmental Affairs of the Senate and the Oommittee on 

19 Government Operations of the House of Representatives 

20 shall conduct an investigation of the efforts of each agency 

21 which submits a reql,est under this section to reduce waste, 

22 fraud, and abuse in the administration of programs, and shall 

23 transmit to the Oommittee on Appropriat:\ons of its respective 

24 House its recommendations concerning whether all or part of 

25 the amount withheld under section 3 should be made availa-

--~----- ------------~-
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6 

1 ble for oqligation or expenditure by the agency. In con-

2 dueting the investigation required by this subsection, the 

3 Oommittee on Governmental' Affairs of the Senate and the 

4 Oommittee on Government Operations of the House of 

5 Representatives shall-

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

(1) solicit and consider comments from the com­

mittees of the Senate or the House of Representatives 

having legislative jurisdiction over programs adminis­

tered by the agency concerning the efforts of the 

agency to reduce waste, fraud, and abuse in the admin­

istra.tion of such programs; and 

(2) consider any report by the Oomptroller Gener­

al of the United States or the Inspector General or 

other comparable official of the agency with respect to 

the efforts of the agency to reduce waste, fraud, and 

abuse in the administration of programs. 

(d) The Oommittees on Appropriations of the Senate 

18 and the House of Representatives may report to their respec-

19 tive Houses a joint resolution directing the Secretary of the 

20 Treasury to make all or part of the funds 1Vithheld under 

21 section 3 available for obligation or expenditure by the 

22 agency. 

23 (e) The provisions of subsections (a) and (c) are enacted 

24 by the Oongress-
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7 

1 (1) as an exercise of the rulemaking power of the 

2 Senate and the House of Representatives, respectively, 

3 and as such they are deemed a part of the rules of 

4 each House, respectively; and they supersede other 

5 rules only to the extent that they are inconsistent 
( 

6 therewith; and 

7 (2) with full recognition of the constitutional right 

8 of either House to change the rules (so far as relating 

9 to the procedure of that House) at any time, in the 

10 same manner and to the same extent as in the case of 

11 any other rule of that House. 

o 
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