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Washington, DC 20548 

May 22,2002 

The Honorable Dan Burton 
Chairman, Committee on Government Reform 
House of Representatives 

Dear Mr. Chairman: 

As a part of their responsibilities federal inspectors general (IGs) offices 
conduct criminal investigations of fraud, waste, and abuse in federal 
departments and programs. IG criminal investigators exercise law 
enforcement authority to make warrantless arrests, obtain and execute 
warrants, and carry firearms. Because IGs generally do not possess 
permanent statutory law enforcement authority, most presidentially 
appointed IGs have to request temporary deputation from the Department 
of Justice (DOJ).' However, three presidentially appointed IGs2-US. 
Department of Agriculture (USDA), Department of Defense (DOD), and 
Treasury Inspector General for Tax Administration (T1GTA)-possess 
permanent statutory law enforcement authority and do not need to obtain 
DOJ's approval. 

This report responds to your request that we identify the similarities and 
differences between providing statutory authority and deputation to 
presidentially appointed IGs. Specifically, you asked us to 

compare the statutory authority and deputation in terms of the scope 
of law enforcement authority granted to the IG criminal investigators, 
amount of supervision and training of criminal investigators, and the 
extent of oversight required; 

' ~e~u t a t i on i s  the process through which some criminal investigators derive their law 
enforcement authority. DOJ's U.S. Marshals Semice is authorized to deputize selected 
persons to perform the functions of a deputy U.S. Marshal whenever considered 
appropriate 

'~hese three presidentially appointed IGs have what has beenrefemed to as full statutory 
law enforcement authority, aving their investigators the ability to, in general, make certain 

presidentially appointed IGs identified to us as having statutory law enforcement authority 
comparable to the law enforcement authority granted to the deputized IGs. 
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obtain the views of (1) IGs using deputation (deputized IGs) regarding 
whether statutory authority would improve their investigative practices 
or impact their current jurisdictions; and (2) other federal officials, 
including DOJ and the Office of Management and Budget (OMB), 
regarding statutory authority and deputation; 

estimate the cost implications if legislation were enacted to grant 
statutory authority to those IGs who do not possess such law 
enforcement authority. 

To address these areas, we interviewed officials fromvarious federal 
departments and agencies, including USDA, DOD, and DOJ, the FBI, and 
the US. Marshals Service (USMS), TIGTA, and Department of Health and 
Human Services (HHS); Congressional Budget Office (CBO), General 
Services Administration (GSA), OMB, and Office of Personnel 
Management (OPM). We compared and analyzed information to determine 
similarities and differences associated with statutory authority and 
deputation. To obtain the views about specific aspects of law enforcement 
authority, we surveyed and received responses from all 23 deputized IGs. 
We reviewed CBO's cost analysis to determine the costs involved in 
switching from deputation to statutory authority. 

Results in Brief We found that IG criminal investigators who are deputized do not 
significantly differ in terms of their scope of law enforcement authority, 
supervision, and training from their counterparts who have statutory lam 
enforcement authority. We also found that deputized IGs receive 
additional oversight over their law enforcement authority. For example, 
deputized IGs must renew their law enforcement authority every 3 years 
and involve the FBI when initiating certain criminal investigations and 
other sensitive  investigation^.^ 

In responding to our questionnaire, 15 of the 23 deputized IGs reported 
that having statutory authority would improve their criminal investigative 
practices to at least some extent and 9 of these reported that statutory 
authority would improve their investigative practices to a great or very 
great extent. Three deputized IGs said it would enhance their recognition 
as fully authorized officers in the law enforcement community. DOJ said it 
is currently considering its position on ways to provide law enforcement 

3As of January 2001, deputized IGs renewed their law enforcement authority for a 3-year 
period, rather than annually. 
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authority to deputized IGs. OMB deferred the matter for DOJ's 
consideration. 

Deputized IGs and other federal agencies including the CBO stated that 
granting statutory law enforcement authority to IGs who are currently 
deputized would have no significant effect on federal costs since it would 
involve replacing one system of review and oversight with another. 

We requested comments on a draft of this report from the President's 
Council on Integrity & Efficiency4 (PCIE) and DOJ. The PCIE disagreed 
with our report message. The PCIE generally disagreed with the 
methodology we used for our work and with some of the conclusions they 
believe the report was making in regard to the impacts of using one form 
of law enforcement authority over another. 

The PCIE questioned our methodology, which compared temporary 
deputation with permanent statutory law enforcement authority. They 
stated that we should have compared deputized IGs to the provisions in 
the legislation (S. 3144) proposed in the last Congress rather than 
provisions that authorize the three IGs who have statutory law 
enforcement authority-DOD, USDA, and TIGTA. The PCIE stated that 
the bill (S. 3144) was the only bona fide standard to compare against 
because it reflected the actual statutory authority that the deputized IGs 
were seeking. We compared deputation with the provisions of statutes that 
grant law enforcement authority to IGs in DOD, USDA, andTIGTA 
because these are the ways that IGs currently receive law enforcement 
authority. Importantly, the bill that the IGs referred to did not pass, and 
because provisions in any future legislation are subject to change, we did 
not believe it was appropriate to use provisions of S. 3144 in the 
comparison. 

The PCIE stated that they disagree with the draft report's conclusion that 
unless significant cost savings can be associated with permanent statutory 
law enforcement authority, the current temporary deputation system 
should be retained. Our report does not state or imply such a conclusion. 
It accurately summarizes the information the IGs and other federal 
agencies, such as CBO, toldus would be the cost impact of switching from 

?he council is an interagency council cornprisedprincipally of presidentially appointed 
and Senate-confirmed IGs, which currently operates under Executive Order No. 12805to 
coordinate and enhance the work of the IGs. 
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Background 
 

deputation to statutory law enforcement authority. The PCIE also stated 
that the report incorrectly concluded that the deputation process offers 
greater oversight and better professional standards than permanent 
statutory law enforcement authority. The report reaches no such 
conclusion. The report states that the current deputation process involved 
increased oversight, such as requiring deputized IGs to renew their law 
enforcement authority every 3 years with DOJ. The report does not 
conclude that one process is better than the other. The PCIE also stated 
that the deputation renewal process caused an administrative burden for 
USMS. Our work did not support such a conclusion. The USMS told us that 
the deputation process has improved and that renewing deputized IG's law 
enforcement authority was the easiest task of their deputation workload. 

DOJ neither agreed nor disagreed with our draft report. DOJ requested 
that our report state that DOJ has not yet taken aposition on providing 
law enforcement authority through either statute or deputation and that 
the issue is under review within the Administration. Officials from PCIE 
and DOJ also provided technical comments that we incorporated into the 
report as appropriate. 

The Inspector General Act of 1978,as amended, among other things, 
identified specific federal departments and agencies that are required to 
have IGs appointed by the president, by and with the advice and consent 
of the Senate! The act also requires each such IG to appoint an assistant 
inspector general for investigations to supervise the performance of 
investigative activities, including criminal investigations, relating to their 
agencies' programs and operations 

Although presidentially appointed IGs have the authority to conduct 
criminal investigations, the IGs have not been granted across-the-board 
statutory law enforcement authority.Wowever, as the role of the 
presidentially appointed IGs in active investigations of criminal activity 
expanded, so too did their requests for deputation seeking the authority to 
make warrantless arrests, obtain and execute warrants, and carry firearms 

'inspector General Act of 1978 (Public Law 9&452), as amended, (codified at 5 U.S.C.App. 
3 1. 
"GS do, however, have the across-the-board power to, for example, issue subpoenas for the 
production of information and documents, among other things, in the performance of their 
investigations 
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to reduce requests for assistance from other law enforcement personnel in 
dangerous situations. Subsequently, 23 presidentially appointed IGs' 
criminal investigators received law enforcement authority through case- 
by-case deputation granted by the USMS. Under this process, the 
presidentially appointed IGs applied for deputation for each criminal 
investigator in each case where the need was anticipated. Upon 
completion of the case, the deputation and its accompanying law 
enforcement authority expired, and the process would start over again. 

In 1995, in an effort to reduce paperwork and excessive delays, certain 
presidentially appointed IGs began receiving 1-year deputation law 
enforcement authority for criminal investigators.' Appendix I provides a 
list of the 23 deputized IGs who requested and received annual deputation. 
As of January 2001, these deputized IGs renew their law enforcement 
authority for a 3-year period, rather than annually. This process includes 
(1)requesting temporary law enforcement authority and obtaining 
approval from DOJ, (2) submitting a formal deputation application to DOJ, 
and (3) taking an oath. Deputized IGs' criminal investigators must also 
adhere to the terms and conditions disclosed in a DOJ memorandum of 
understanding (MOU). The MOU is designed to provide DOJ guidance and 
oversight of IG criminal investigator training and conduct of criminal 
investigations. 

Although not passed, proposed legislation (S. 3144) was introduced during 
the 106th Congress, which would have, among other things, provided 
criminal investigators in specified IG offices (see appendix I) with certain 
statutory law enforcement authorities. Under this bill, deputized IGs 
would (1) no longer be required to renew their law enforcement authority 
through the USMS; and (2) obtain a statutory basis for carrying firearms, 
making certain types of warrantless arrests, and executing warrants. 

In addition, the bill contained provisions for oversight over the IGs. The 
bill, for example, provided for "peer reviews" of IGs by other IGs.' (The 
results of such reviews would have been forwarded to the applicable IG 

h he departments of Labor, Housing and Urban Development, State, and Transportation; 
Veterans Affairs, Social Security Administration, and the Small Business Administration 
were originally selected for the deputation pilot program 

-
~ k epilot testis scheduled to end on A& 30, 2002. 
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Scope and 
Methodology 

and the Attorney General) and required DOJ's continued oversight of IGs' 
activities, such as involving the FBI when initiating certain criminal 
investigations. In addition, the Attorney General would have the authority, 
under certain conditions, to rescind or suspend such law enforcement 
authority of these IGs. 

To compare the similarities and differences between providing statutory 
authority and deputation, we examined MOUs, federal statutes, operating 
manuals, and other pertinent documents between the two groups of IGs. 
We also interviewed officials involved with the deputation program andlor 
related efforts to obtain statutory authority for the deputized IGs. This 
included officials in Washington, D.C., from the USMS, FBI, DOJ's 
Criminal Division, OMB, and selected presidentially appointed IGs with 
deputation-HHS, GSA, DOJ IG, OPM, and the PCIE. In addition, we 
identified and interviewed three presidentially appointed IGs-USDA, 
DOD, TIGTAs-having statutory authority comparable to the law 
enforcement authority granted to deputized IGs. We obtained perspectives 
and relevant documents related to their use of law enforcement authority. 
We compared the scope of law enforcement authority, supervision, and 
training of IG criminal investigators for both methods. 

To obtain views of deputized IGs on whether statutory authority would 
improve their investigative practices or impact their current jurisdictions, 
we surveyed and received responses from all 23 deputized IGs (see app. I1 
for the questi~nnaire).'~ 

To identify the cost and any savings that might result by switching from 
deputation to statutory authority, we reviewed congressional hearing 
documents and the CBO cost analysis associated with a recent legislative 
proposal. In addition, we interviewed officials from DOJ, OMB, CBO, and 
selected IGs to obtain applicable cost and savings information. 

s~tatutorylawenforcement authority is exercised by these IGs either through specific 
statutory grants to the IGs or delegations by the agency head. To illustrate, USDA IG was 
granted statutorylaw enforcement authority in 1981 (P.L. 97-98) andTIGTA IG was granted 
statutory law enforcement authority in 1998 (P.L. 105-206). DOD IG was granted certain 
statutory law enforcement authorities in 1997 (P.L. 105-85) but has the authority to carry 
firearms under delegation from the Secretary of Defense (10 U.S.C. 1585). 

10
Prior to distributing the survey questionnaire, we pretested it with the deputized IGs from 
HHS and GSA and made revisions accordingly. 
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Statutory and 
Deputized IGs' Law 
Enforcement 
Authority is Similar, 
but Differences Exist 
in Oversight 
Requirements 

Similarities 

Differences 

We performed our work from May 2001 through May 2002 in accordance 
with generally accepted government auditing standards. 

Regardless of the origin of law enforcement authority-ither through 
statutory authority or deputation, IGs' scope of law enforcement authority, 
supervision, and training are similar. However, differences exist in the 
level of DOJ's oversight given to the deputized IGs by DOJ. 

Whether under statute or deputation, IGs' law enforcement authority is 
similar. Our comparative analysis revealed that IGs have comparable 
duties, practices, and standards regarding their (1) scope of law 
enforcement authority to make warrantless arrests, obtain and execute 
warrants, and carry firearms; (2) supervision of criminal investigators, 
which generally provides for day-to-day oversight by an agency official 
such as a special agent-in-charge; and (3) training standards. For example, 
IG criminal investigators with statutory authority and IG criminal 
investigators with deputation train together at the Federal Law 
Enforcement Training Center located in Glynco, Georgia. The facility 
provides both groups the same basic training curriculum in matters such 
as firearms, search and seizure, and arrest procedures as well as criminal 
investigator-specialized training. 

We found differences in the level of DOJ oversight for IGs who are 
deputized by DOJ. Deputized IGs must renew their law enforcement 
authority every 3 years, while IGs with statutory authority do not have this 
requirement. DOJ established a process for granting and renewing 
deputation that allows its deputy attorney general, Criminal Division, FBI, 
and the USMS to review certain aspects of deputized IGs activities. The 
purpose of this process is to determine whether deputized IGs continue to 
meet standards for (1) keeping firearms skills current, (2) providing 
adequate training, and (3) coordinating with federal prosecutors and other 
federal law enforcement agencies. 
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As part of DOJ's deputation process, deputized IGs are required to report 
to DOJ annually on the results they achieved, as a condition for renewing 
their deputation. Table 1summarizes the results achieved with deputation 
from 1998 through 2000 that we identified from deputized IG responses to 
our survey." 

Table 1: Dewtized IGs' Law Enforcement Results ReDorted to DOJ from 1998 
through 2000 

Types of activity' Total 
Arrests 4.762 
Searches 1,298 
Protection of witness 576-
Dangerous suweillance of investigative subjects 1 1,44i 
Temporary custody of federal prisoners (outside 1 ,08C 
controlled environment) 
n ..AA... : >,. n n r  

Dangerous subpoena service 3 ,791 
Assisting in electronic surveillance 8,502 

"The results exclude two deputized IGs. because the data were not provided by types of activity. 

Both DOJ and FBI officials told us that the reporting requirement is being 
re-evaluated, and DOJ said that it is outdated and no longer used as a 
condition for renewing deputized IGs' law enforcement authority. 
Furthermore, DOJ said that no deputized IG has been denied its 
deputation renewal request. 

In addition, deputized IGs are required to notify the FBI when initiating 
certain criminal investigations as well as work jointly with the FBI on 
certain other sensitive investigation^.'^ The three presidentially appointed 
IGs with statutory authority do not have a specific statutory requirement 
to coordinate their investigations with the FBI. DOJ requires deputized IGs 

'?he 3-vear weriod 11998throueh 2000) for which we reauested information might not have 

suimits theLag&cy's annh reports directlit0 the deputy attorney general r i t h e r h n  to 
the Criminal Division. 

Deputized IGs must further consult with federal prosecutors before proceeding with a n  
investigation to ensure that a n  allegation, if proven, would be prosecuted. 
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Views of Deputized 
IGs and Other Federal 
Officials on Both 
Methods 

Deputized IGs' Views on 
Certain Matters Related to 
Statutory Authority 

and the FBI to provide each other written notification involving areas of 
concurrent jurisdiction. The FBI has jurisdiction in all matters involving 
fraud against the federal government and jointly shares this jurisdiction 
with the deputized IGs in matters of fraud against each IG's agency. DOJ 
also requires the FBI or another federal law enforcement agency to assist 
the deputized IGs when conducting specific types of sensitive 
investigations, such as court-ordered electronic surveillance." 

According to the FBI, the purpose of these requirements is to provide 
oversight in order to (1)place limits on the authority of the deputized IGs' 
criminal investigators, and (2) help ensure compliance with applicable 
DOJ guidelines, and (3) address law enforcement coordination procedures 
for deputized IGs when conducting their criminal investigations. 

As requested, we obtainedviews of deputized IGs and other federal 
officials on certain matters related to statutory authority and deputation. 
We found that de~utized IGS refer statutow authority to de~utation and 
most believed statutory authority would improve their investigative 
practices at least to some extent. Most deputized IGs also reported that 
statutory authority would have little impact on their current statutory 
jurisdictions. Other federal officials generally believed that the current 
deputation process has improved. DOJ has not yet settled on its position 
on providing law enforcement authority to deputized IGs under either 
method. OMB deferred the matter for DOJ's consideration. 

Fifteen of the 23 deputized IGs reported that having statutory authority 
would improve their criminal investigative practices to at least some 
extent and 9 of these reported that statutory authority would improve their 
investigative practices to a great or very great extent. Three of these 
believed that practices would be improved because statutory authority 
would enhance their investigators status as fully authorized officers in the 
law enforcement community. Further, 20 of the 23 deputized IGs reported 
that granting statutory authority would change their current jurisdiction of 
authority to little or no extent. 

13DOJ defines this category of cases to be any case involving the interception of 
communications pursuant to 18U.S.C. Section 2510 et seq., electronic surveillance using 
closed circuit television in situations where a warrant is reauired. or anv other court- 
ordered electronic surveillance. 
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Other Federal Officials' 
Views on Statutory and 
Deputation Law 
Enforcement Authority 

No Significant Cost or 
savings Would Result 
from Switching 
Deputized IGs to 
Statutory Authority 

In July 2000, DOJ and OMB testified at congressional hearings in favor of a 
legislative proposal that would have granted statutory authority to 
specified IG offices. However, the issue is currently under review within 
the Administration, and DOJ has not yet settled on its position as of May 
2002. FBI officials we interviewed said that the deputation process is a 
much better system of conferring law enforcement authority to the IGs 
because it provides greater flexibility for DOJ and appropriately places 
oversight responsibilities at the Attorney General level. The Attorney 
General has the authority to delegate these responsibilities to Justice 
entities including DOJ's Criminal Division, FBI and USMS. The Attorney 
General has delegated this authority to USMS. Although the FBI reported 
no significant problems of abuse or misconduct from the deputized IGs, 
they continue to believe that deputation enables DOJ to ensure 
coordination in matters of concurrent jurisdiction. In responding to our 
questionnaire, OMB indicated that the issue of whether deputized IGs 
should be switched from deputation to statutory authority was a matter 
that DOJ would have to consider. 

Officials with DOJ's Criminal Division, FBI, and USMS generally agree that 
recent improvements, including extending the deputation renewal cycle 
from 1to 3 years, will ease the processing burden. 

Most deputized IGs believed no significant cost or savings would derive 
from conferring statutory authority to them. Eighteen of the 23 deputized 
IGs reported that no significant cost would be associated with switching 
them from deputation to statutory authority. The remaining 5 deputized 
IGs reported that some savings would be likely by eliminating 
administrative responsibilities associated with preparing, processing, and 
reviewing deputation requests and annual reports. USMS officials told us 
that about 2,000 of the approximately 7,500 deputations they authorize 
each year are for IG criminal investigators. This number will be cut by one- 
third in 2004 when renewals will be done every 3 years. However, USMS 
currently invests less than 4 staff years in its deputation responsibilities, so 
the overall impact on USMS's deputation process would be minimal. USMS 
would be able to reduce its workload (reviewing deputation requests) by 
about 27 percent annually. However, beginning in January 2004, USMS will 
begin renewing IGs' deputation on a 3-year cycle. 

Officials at DOJ concurred that the cost and any savings associated with 
switching from deputation to statutory authority would be minimal. 
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Conclusions 

Agency Comments 

In addition, the CBO provided a cost estimate for a proposed bill (S. 3144) 
during the 106th Congress that would have granted statutory authority to 
specified IG offices. Because the bill would have codified powers already 
exercised by deputized IGs, and replaced one system of review and 
oversight with another, CBO estimated that implementing it would have no 
significant effect on federal costs. CBO told us that any costs would be 
less than $500,000. However, CBO told us they did not consider the 
potential cost related to peer review. The vice chair of the President's 
Council on Integrity and Efficiency14 said at hearings that a legislative 
proposal to grant permanent statutory law enforcement authority to 
deputized IGs would have carried with it no additional costs, in part 
because the deputized IGs' criminal investigators already (1)exercised law 
enforcement authority through deputation, (2) trained as criminal 
investigators, and (3) participated in the federal law enforcement 
retirement system. Officials at OMB and CBO agreed with this cost 
assessment. 

With the exception of DOJ's imposed oversight requirements, we couldnot 
identifv any other significant differences relating to law enforcement 
authority between the three IGs with statutory authority and the 23 
deputized IGs. To some extent, DOJ has eased its requirements by 
extending the deputation renewal cycle from 1to 3 years. In addition, DOJ 
concedes that its requirement for annual reports from deputized IGs has 
become outdated, and DOJ is reassessing the need for the requirement. 
Some deputized IGs believe that their status would be enhanced if they 
were statutorily authorized. 

We received comments on a draft of this report from the PCIE (which 
presents the views of the IG community), and DOJ. The PCIE's March 18, 
2002, comments and DOJ's March 25,2002, comments are in appendixes 
I11 and IV, respectively. The PCIE disagreed with our report message. DOJ 
neither agreed nor disagreed with our report. Officials from these 
organizations also provided technical comments, which were incorporated 
into the report as appropriate. 

'?he vice-chair of the council, accompanied by the chairpersons of the council's 
Legislation Committee and the Investigation Committee, testified regarding legislative 
nronosals and issues relevant to the onerations of the insnectors general. before the Senate 
L L 
Committee on Governmental Affairs, 106th Congress, (2600). 
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PCIE The PCIE felt that GAO should have focused on determining which means 
of providing law enforcement authority to IGs would foster the most 
effective investigative process. We were not requested to address this 
issue and therefore it was not within the scope of our work. We did 
however survey all 23 IGs and obtained their views on providing law 
enforcement authority (see our survey results on p. 8). 

The PCIE disagreed with our methodoloa comparing presidentially 
appointed IGs' deputation with statutory law enforcement authority. They 
stated that we should have compared deputized IGs' law enforcement 
authority to S. 3144 rather than the statutes that granted law enforcement 
authority to IGs at DOD, USDA, and TIGTA. The PCIE stated that S. 3144's 
provisions included, among other things, the statutory law enforcement 
authority that they are seeking. Because legislative proposals, including 
proposals from a previous session of Congress, are subject to change, we 
do not believe it is appropriate to use S. 3144 as the basis of comparison. 
Moreover, based on our analysis, law enforcement authority-the 
authority to carry firearms, make certain arrests, and execute warrants- 
proposedunder S. 3144 is essentially the same as granted by statute to IGs 
at DOD, USDA, and TIGTA. In addition, the PCIE claimed that the 
deputation renewal process caused an administrative burden on USMS. 
Our work did not support such a conclusion. The USMS told us that the 
deputation process has improved and that renewing deputized IGs' law 
enforcement authority was the easiest task of their deputation workload. 

The PCIE stated that the draft report seems to assume that, unless 
significant cost savings can be associated with permanent statutory law 
enforcement authority, temporary deputation should be retained. The 
PCIE said that it is a misperception that a decision on permanent statutory 
law enforcement authority for all IGs should be driven by cost 
considerations. We did not conclude or imply that significant cost savings 
should be a determining factor in deciding whether to switch deputized 
IGs to permanent statutory law enforcement authority. Rather, deputized 
IGs and other federal agencies including the CBO said that minimal costs 
or savings would result from switching from deputation to statutory 
authority. We were specifically asked by Congress to answer this question. 

The PCIE also said that as part of its oversight mechanisms, the proposed 
bill (S. 3144) would have established apeer review process among 
deputized IGs. The PCIE said there are no known administrative burdens 
associated with this approach and its implementation would not increase 
federal expenditures. While the operational procedures of the peer review 
are not known, undoubtedly any review system would have some level of 
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administrative burden and costs. For example, the PCIE's draft peer 
review guidelines-"Guide for Conducting Qualitative Assessment 
Reviews of the Investigative Operations of Offices of Inspector General," 
among other things, recommends reviewing samples of IG criminal 
investigators' training and basic qualification records as well as closed 
investigative files to  ensure adherence to professional law enforcement 
standards. According to the PCIE, depending on the size of the IG agency 
or level of detail of the review, a peer review cycle could take up to 120 
days. The staff resources and activities related to scheduling, conducting, 
and reporting results of 23 IGs' "peer reviews" would incur time and costs. 

On May 3,2002 the PCIE provided further comments on our draft report. 
The PCIE continued to disagree with our draft report for the basic reasons 
stated in their earlier comments. Also, the PCIE requested that we defer 
issuance of the final report until we obtain and incorporate DOJ's current 
views. The PCIE said it had become aware that DOJ was close to making a 
decision and was optimistic that this decision will support a grant of 
statutory law enforcement authority to the deputized IGs. On May 7,2002, 
DOJ told us that the matter is still under review within the administration 
with no estimated date of completion. As a result, we do not feel that it is 
appropriate to delay the report issuance. The PCIE also provided technical 
comments, which were incorporated into the report as appropriate. 

DOJ DOJ neither agreed nor disagreed with our draft report. DOJ requested 
that our report state that DOJ has not settled on aposition on providing 
law enforcement authority through either statute or deputation and that 
the issue is under review within the Administration. We incorporated 
DOJ's suggestion into the report. 

As agreed with your office, unless you publicly announce its contents 
earlier, we plan no further distribution of this report until 30 days from its 
issue date. At that time, we will send copies of this report to the acting 
assistant attorney general for administration; director, Office of 
Management and Budget; director, Congressional Budget Office; and the 
vice chairman, President's Council on Integrity and Efficiency. We will 
also make copies available to others upon request. This report will also be 
available on GAO's home page at http://www.gao.gov. 

If you or your staff have any questions about this report, please call me or 
Weldon McPhail at (202) 512-8777. Other key contributors to this report 
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were Clarence Tull, Veronica Mayhand, Lou V.B. Smith, David Alexander, 
and Geoffrey Hamilton. 

Sincerely yours, 

Paul L. Jones 
Director, Justice Issues 
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Appendix I: IG Offices That Have Made 
 
Annual Deputation Requests and Received 
Law Enforcement Authority 

This appendix lists the 23 presidentially appointed inspectors general 
(IGs) who have been granted deputation through calendar year 2000 for 
their respective criminal investigators by the Department of Justice. 

Department of Commerce Departments Denartment of Education 
Department of Energy 
Department of Health and Human Services 
Department of Housing and Urban Development 
Department of Interior 
Department of Justice 
Department of Labor 
Department of State 
Department of Transportation 
Department of the Treasury 
Department of Veterans Affairs 

Agency for International Development Agencies Environmental Protection Agency 
Federal Deposit Insurance Corporation 
Federal Emergency Management Agency 
General Services Administration 
National Aeronautics and Space Administration 
Nuclear Regulatory Commission 
Office of Personnel Management 
Railroad Retirement Board 
Small Business Administration 
Social Security Administration 
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Appendix 11: Data Collection Instrument of 
 
Presidentially Appointed Deputized IG 
Offices 

Data Collection Instrument of Presidentially Appointed 
Deputized IG Offices 

United States General AccounW Office 
A 
 

& G A O  Survey of Inspectors General Law-..-..,.
Enforcement Authority 

Introduction 

The Chainm ofU. HouseCommimt aOovenmxnlRsform has naked theUS. GaKnl 
Accounting Oftise (GAO) m examine Ule diffcm~esbetween providing law enforcement 
pulhority m the Prrsidentidly-appainlcd bspostors Oenernl(IGs) h g h  statute ab h k e l  
deoulntim. As oan of thissomgemnt we an slwcying a h  of h e  23 psidentidly 

blanket deputation 

US.ocneral Accm6ng ORcc 
MsV-icahlayhand 
2635 Cemry Parkway - Suite 7W 
Atlanta, Ga 30345 

ThwL you v q  much fay- ~?~iiSrUlce. 

Please provide the followiog informtion fasomeone we ean contanif follow-upinquiries 
anoeeded. 

N m :  
  
Title: 
 
Agcnsy: 
Telephone: -
E-mail: 
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- - - - - -

1. O.what date did your office o w n  ill b W law cnforcemnt suthmity? 

2. Since yourofficefirst-ived its hw enfacement mthaify,has y o ~ ~ o t l k esubmitted an 
mud repnt on y n law rnforcnncn( activitiesto M I ?  

1 0 yesr (Skipto Qucstion 6.) 18 
2 0  No 3 

1-u,,kmWn 
I -Not .Ppl(abk 

3. Em,for hw m y  y- did ~ U Iofficer&&& M annual rspntIODOI? (Mark one.) 

4. ~ ~ o f m c y e a r s i n w h i c h y o u r o R l f c d i d ~ m . o . o n u o l ~ , w ~ y o u r o ~  
wtalr waiver or M extensionby M I ?  

I 0  Yes 
2 0 NO * (SkiptoQuestion 6.) 

5. If yes. please idemify the ~ppliublcy d s )  andkcfly explain thssirsvmUuresmder 
which your office w a  grPnted a waive, orextension. 

1 0  Yes 1 
2 0 No - (Skipn, Question 9.) 21 

I -Not applicable 
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7. Which nporting elements bavebcenexempted fmmanyofyour office's annual repom? 
(Markdl tho1 apply) 

11. P l a a  smd copies of my ann11.1 npntssubmitted far calendar yuns 1998.1999. ad 2WO. 
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Ovnsichl of Criminal Invtstiaators 

13. Under blanket deputation, dou the US.MMhals Service pavide any lype of oversight over 
yoln fiss's m i d  investigators' activities? 

10 Yes 3 
2 0 No r IS!+ to Question 15.) 19 

I -Not applksbk 

14. If yes, pl-briefly dersribe the ovusight provided by theU.S. Marshal%Savice. 

1 0  Yes 
z 0 No * (Skip to Qnesfion 18.) 

17. PI- bridly dcscritetheoversight provided by ihc othercatily ( i s )  a s d e f d  inqwstim 
16. 
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20. Lo t c m o f  each of the f o l l o u h g m r  pkaw bnefly indicate how, if &t all. you believe lhc 
granting sutumy law rnfmcmcnl authority to yauafice's enMnal mvedyatun would 
affect lhcu ability tocxnei~c law m f o m m a  sulhmity? 

a ~ t y :  

Cenainty: 

Consistency betwssn IG o f f i :  

Ovmightand mmmubility: 

Continuity: 

OUler-s: 
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Appendix 11: Data Collection Instrument of 
Presidentially Appointed Deputized IG 
Offices 

21. In y a u  opinim, m wbtutenf if at all, would granting statutory law enfneemmt authority 
to your onla's criminal inyestigat015improve t h e  i t i t i ? (Mmk o m  
m w c c )  

1 0  Toavnygrratextcnt 
2 0  To a p t  extent 
3 0  Taamdemkexknt 
4 0 To snnc extent 
5 0 Tolittle or no extmt 
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--

25. Whal smu,if my, would be associated wilh grantiog rlaNtay law enfmscmntsuUlority lo 
your office's criminal invesligaton? 

26. PI-pmvide any a d d i t i d  c~lmoentsabout the pmviaion of law enf-nmt h v g h  
slam= or bllnLn d~pumtimymoffim night have in ihe space below. 

Thank you for your assistance! 
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Appendix 111: Comments from the President's 

Council on Integrity and Efficiency 

PRESIDENT'S COUNCIL on INTEGRITY & EFFICIENCY 

The Honorable David M. Walker 
Comptroller General of the United States 
441 G Street, NW 
Room 7100 
Washington. DC 20548 

Dear Mr. Walker: 

Offices of lnsoecm General IOICJs). In dkvelodnc this reolv, we relied upon an undated. - . . 
drat: ~ u t r m & r  Fdcls'  that \,as iuntshrd lothr In( IE L:kairon appro\&lcly \larch 
8. ?Irl.?. Thc x t d  Jmfr rcpM I G A O - I J ? - J ~ ~ .lnsrctori  Gcncml Compurium ot' 
Wm s Law Fnlurccr~.c11 . o~h< , r i t \I \  1irnntcJ') \r3, re\i;wcj in our oit:n. lhic morning 
However, we arc committed to meeting the originally-stated response date ofMarch 18, 
2002, and have conclu&d that the second droR rcpon reflects only minimal differences 
that do not alter our views on the underlying issues. 

As vou mav readil\. aonreciate. these manrrs are or~aramounti m p o m c e  to the OIGS: 

are fully and equally applicable t i the  draft report 

While the enclosure disputes nearly every aspect of the draft, the OIGs' concerns appear 
to center on a rrlativel) few concephlal issues affecting the conduct of the study and the 
dmelopment of its conclusions. I am highlightingthese issues briefly, in the hope that 
we can bring thew crucial issues more clearly into focus. 

First, we believe it is a misperceplion that a decision on permanat law enforcement 
authoritv for all OlGs should bc driven bv cost considerations. Deputation is an 

significant cost savings can be associated with permanent stamtory law enforcement 
authority, the current temporary blanket deputation system should be retained. However, 
the tinancial outcomeswhatever they may be--will simply not have a budgetary impact 
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Appendix 111:Comments from t h e  President's 
Council on Integrity and  E f f i n c y  

2The Ilonarablr David M. Walker 

great enough to decide the issue either way. In our estimation, CAO should focus on 
determining which means of providing law ent'orcement authority to O1Gs would foster 
the most sffrclivr investigative programs. lrapproachcd in this light, it is clear that 
statutory law enforcement authority is far more effective--for many reasons-and can be 
achieved a1 no cost, while perhaps generating savings through operating efficiencies. 

Second, the methodology that CAO's analysts employed to compare the OlGs law 
enlbrcement authority under the t e m p o w  blanket deputation system with a permanent 
statutory systcm was flawed. The study uses the provisions ofthe current law 
enforcement authorities for OlGs in three soecific aeencies (Deoanments of Aericulture . . 
and Defense, and Treasury 1G for 'Ian Adminismtion) as its standard of comparison on 
the statutory sidc. In [act. the IC community is not seekina to obtain law enforcement 
authority under these provisions. The bill, S. 3144. 106'" Congress (2000),which the 
dran nwntions only in passing, reflects the actual statutory nuthority that we are socking 
We believe its provisions are the only bona standard to compare against the 
deputation systmm. 

Among the other corollaries of the drafi's methodological deficiencies is the implication 
that 016s  ma)- favor statutory law enforcement authority as a means to free themselves 
from onerous oversight burdens. This is simply not the case. The bill, S. 3144, inwhich 
the covered IGs concurred. would retain, at a minimum. the current overational and 

opts tu promulgate 

The inaccurate standards of comnarison also tended to imsk the inhcrcnt shortcominns of -
the deputation process. OIGs are keenly aware of them hecause of our reliance on 
dewlation as the source of vilal investigative authorities. In this context, situations such-
3s rhc ncn: luss c <  3<fipula'ldn b) ultno,~?8UJ OIti rpccial agentc ~wemment*iir .r .  
J m u r y  X U 1  b::3 nr. j i lhc 1 ' .S  hldrshd. S:n~c:'s cdministrali\e burdens reprrrrnt 
serious, uncontroll~blr problems. Furthcr. the vagaries of deputation as a me& of 
receiving law enforcement authority are not limited to processes of the Marshals Sewice. 
For cxamole. the 1995 deoutation reouest of the Railroad Retirement Board (RRBVOIG. 

- .  
inefficient case hy c s e  basin. Despite the needs of its active and productive 
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Appendix 111: Comments from the President's 
Council on Integrity and E f f i n c y  

3Thc Honorable Ilavid M. Willkn 

Finally, the draft indicates that the Office of Management and Budget deferred an official 
determination oi'this issue to DOJ. However, the draft does no1 ptesent DOJ's position, 
instead describing the observations of unnamed FBI, Marshals Service, and Criminal 
Division oficials who cannot speak for rheir agencies. Given rhat DOJ's views would be 
afforded great, if not dispositive weight, and that DOJ testified in favor of S. 3144 in Iuly 
2000, we believe that GAO should not farward its repurllo Congress until it can obtain 
an authoritative indication of DOJ'S uicws. 

Thank you fur sol~citlrwour concerns about this issue. We urge CAO to conduct further 
:wd! ,.s i.sa:g lhc rppr.pri'w i l  lll.l~h-! 1.' pnwi\i:m- md  rrl'~ml1l:: t j  .onclusi:n: 
llciorc final.zu:~I L L Sd-ati II~here src any q ~ c r t m j .  t f7  i i  i ~ n l w r  iniornla~ion is needed. 
please do not h&te to contact me 

Sincerely, 

Patlick E. McFarland 
Chair, Investigations Committee 

Enclosures 

cc: Paul L. Jones 
Director, Justice Issues 
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Appendix IV Comments from the 
 
Department of Justice 

U.S. Department of Justice 

MAR 2 5 2002 

Mr. Paul Jones 
Director 
Justice Issues 
U.S.General Accounting Office 
441 G Street, NW 
Washington, DC 20548 

Dear Mr. Jones: 

This responds to your letter, dated March 15, 2002, which transmitted the General Accounting 
OWce (GAO) &ail report enlillcd, "INSPECTORS GENERAL:Comparison a i  Ways Law 
Enforcement Authorityis Granted," to me with a request for comments by March 25,2001. We 
appreciate your request for our views on the draft. We note that the draR indicates that we 
declined to render an official opinion during the review on the issue of law enforcement 
authority for Inspectors General. In fact, the issue i s  cumently under review and the 
Adminishation has not yet scttlcd on a position. Accordingly, we request that, in Lieu of 
reporting that we have declined to provide a position, your report indicate that the issue is undcr 
review within the Administration at this time. 

Tf you have any questions regarding these camments, please do not hesitate La contact 
Vickie L. S l o w  Director, Audit Liaison Office, Justice Management Division. 

dobert F. Diegelman 
Acting Assistant Attorney General 
for Administration 
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United States General Accounting Office 
Washington, D.C. 20548 

August 15,2002 

The Honorable Dan Burton 
Chairman 
Committee on Government Reform 
House of Representatives 

Dear Mr. Chairman: 

This report responds to your request that we provide information about 
how certain changes might affect the federal offices of inspectors general 
(IG). There are currently 57 IGs subject to the IG Act of 1978, as amended, 
or similar statutory provisions, with 29 IGs who are appointed by the 
President and confirmed by the Senate, and 28 IGs who are appointed by 
their agency heads in designated federal entities (DFE IGs). Among other 
duties, the IGs are responsible for (1) conducting and supervising audits 
and investigations; (2) promoting economy, efficiency, and effectiveness; 
and (3) preventing and detecting fraud and abuse in their agencies' 
programs and operations. 

Specifically, our objectives were to survey the IGs to obtain their views on 
how independence, quality of work, and use of resources might be affected 
by (1) converting DFE IGs from appointment by their agency heads to 
appointment by the President with Senate confirmation (conversion) and 
(2) consolidating IG offices by moving smaller DFE IG offices into larger 
Presidential IG offices (consolidation). We also obtained the IGs' views on 
(1) creating a statutory alternative to the President's Council on Integrity 
and Efficiency (PCIE) and the Executive Council on Integrity and 
Efficiency (ECIE)' and (2) applying a budget-level threshold to determine 
which agencies should have IGs as opposed to receiving oversight on a 
collateral basis from a larger agency's IG. We are also presenting our views 
on the impact that conversion, consolidation, and potential legislated 
changes to the PCIE and ECIE could have on IG effectiveness, and a 
discussion of options to illustrate possible examples of IG conversion and 
consolidation for consideration by the Congress. 

The PCIE is aninteragency council comprised principally of the presidentially appointed 
and Senate-confirmed IGs, which was established by Executive Order No. 12301 in 1981, to 
coordinate and enhance the work of the IGs. In 1992, Executive Order No. 12805 created 

M-gement and Budget serves as the chair of both org&ations. 
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As part of our review, we developed a survey instrument which included 28 
key elements related to IG independence, quality of work, and use of 
resources. (See table 1.) 

Table 1: Twenty-eight Key Elements Related to IG Independence, Quality of Work, 
and Use of Resources 

Independence 

1, IndeDendenCe resultina from conversion 3. Awearance of indeDendenCe 

4. Ability to issue hard hitting reports 11. Ability of DFE head to get the IG's 
attention 

5. Ability to review issues crossing DFEs 12. Presence of the IG as a prevention 
measure 

6. Attention to IG recommendations 13. Knowledge of DFE agency missions 

7. Ability to audit issues of high risk 14. Knowledge of DFE agency priorities 

8. Ability to uniformly measure 15. Planning for IG oversight 
nerfnrmance 

9. Dav-to-dav contact between IGs and 16. Timeliness of reDorts 
officials 

10. Communication between IGs and DFE 17. Oversight coverage of DFE agencies 
heads 

Use of IG resources 

20. Ability to absorb resource reductions 26. Efficient use of human capital skills 

21 Reso-rces aia aoe lor niesl gal ons 27 Aia ao l y  ol aaeq-ale reso-rces 

22 Ao IV lo rn n rnze a-a I0-0 cal on 28 Reso-rces ava ao e lo cover DFE 
agency 

23. Quality of audit training 

We obtained the views of the IGs on the potential impact of conversion and 
consolidation on each of these elements. The survey also asked the IGs 
about the potential impact of apermanent statutory alternative to the PCIE 
and the ECIE and the usefulness of a budget threshold to determine where 
IG offices should be established. 
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Results in Brief 
 

Finally, as discussed with your staff, we are including our views on the 
impact that conversion, consolidation, and legislated changes to the PCIE 
and ECIE could have on IG effectiveness and a discussion of options to 
illustrate possible examples of IG conversion and consolidation for 
consideration by the Congress. 

Our survey results indicate a clear delineation between the responses of 
the Presidential IGs and the DFE IGs regarding the potential impact of 
conversion and consolidation. Overall, the Presidential IGs generally 
indicated that DFE IG independence, quality, and use of resources could be 
strengthened by conversion and consolidation. At the same time, the DFE 
IGs' responses to these same survey questions indicated that there would 
be either no impact or that these elements could be weakened. (See 
appendix I). The difference in views between the Presidential and DFE IGs 
regarding the impact of conversion and consolidation is not surprising 
given the nature of the questions and issues involved, their various related 
interests, and the potential impact on the affected offices, especially the 
DFE IGs. 

Specifically, the Presidential IGs indicated that conversion could 
strengthen DFE IG independence while the DFE IGs in general indicated 
that there would be no effect on independence. Regarding the impact of 
consolidation, the Presidential IGs indicated that both the DFE IGs' actual 
independence and appearance of independence could be strengthened 
while the DFE IGs generally indicated that there would be no impact. 

The Presidential IGs also indicated that several elements affecting the DFE 
IGs' quality of work could be strengthened through consolidation, 
including the ability to issue hard-hitting reports when necessary, to audit 
issues of high risk, to review issues across agencies, to get attention to 
recommendations made by the IGs, and to plan work. In addition, the 
Presidential IGs indicated that consolidation could strengthen the DFE IGs' 
use of resources by increasing control over spending and budget requests, 
the availability of investigative resources, the ability to minimize 
duplication of audit efforts, the ability to share methods and technology 
specialists and to use human capital skills efficiently. At the same time, the 
DFE IGs generally indicated that there would be either no effect or that 
these elements would be weakened through consolidation. 

The Presidential IGs and DFE IGs generally agreed in their responses that 
consolidation could result in weaknesses affecting the day-to-day contact 
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of IGs andDFE agency officials, knowledge of the DFE agency missions 
andpriorities, and the availability of resources to cover DFE agency issues. 
For other elements in our survey, the Presidential IGs' responses were 
inconclusive while the DFE IGs indicated potential weaknesses could 
occur. 

The IGs overwhelmingly responded that establishing the PCIE and ECIE 
through legislation could make these organizations more effective, 
especially if provided a permanent-funding source along with stated roles 
and responsibilities. These changes were viewed as increasing the ability 
of both the PCIE and ECIE to provide coordinating mechanisms for 
effective governmentwide oversight. 

In our survey, most IGs responded that agency budgets should not be the 
primary factor for determining whether an IG office should be established 
in a specific agency and that other factors, such as mission and risk, may 
indicate the need for an IG regardless of the size of an agency's budget. 
Comments provided by the IGs to our survey suggested that in addition to 
agency budgets, other factors, such as the amount of federal funds at risk, 
should be considered when determining how to provide IG oversight. 

We believe that certain elements of DFE IG independence and 
effectiveness could be strengthened through conversion or consolidation. 
Also, if IG offices were to be consolidated, the potential weaknesses 
indicated by the DFE IGs' responses, if implemented properly, could be 
mitigated through targeted and proactive attention to the various areas of 
risk. For example, the lack of day-to-day contact between IGs and DFE 
agency officials could be mitigated by having IG staff at the agency, where 
appropriate, to keep both the IG and the agency headinformed and to 
coordinate necessary meetings between them. We also agree with the 
combined DFE and Presidential IGs' responses that legislative changes to 
the PCIE and ECIE could strengthen IG effectiveness. In addition, we 
believe that legislation could strengthen the planning and coordination of 
the IGs' efforts with other oversight organizations, such as GAO. 

Any specific conversions or consolidations of IG offices should be a 
process of continuing dialogue among the PCIE, ECIE, affected agencies, 
and the Congress. Nevertheless, should the Congress choose to pursue the 
conversion or consolidation of the DFE IGs, there are some options that 
are illustrative of how this could be accomplished. For example, the 
relative size of the IG budgets shows that several DFE IGs are comparable 
to Presidential IGs and on that basis could be considered 
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Background 
 

for conversion, while other IGs with relatively small budgets could be 
considered for consolidation with Presidential IGs. Specifically, due to the 
relative size of their budgets, the US. Postal Service (USPS), National 
Science Foundation (NSF), and Federal Reserve Board (FRB) IGs could be 
considered as candidates for possible conversion and most of the 
remaining DFE IGs could be considered for consolidation with Presidential 
IGs based on some similarity of their agencies' missions. This 
consolidation would include the Amtrak IG, which has a budget 
comparable to Presidential IGs but an oversight mission closely related to 
the work of the Department of Transportation (DOT) IG. The Government 
Printing Office (GPO) IG also has a budget comparable to Presidential IGs 
but GPO is a legislative branch agency and the IG would not be considered 
for conversion or consolidation with a Presidential IG in the executive 
branch. 

In our view, the conversion and consolidation of selected DFE IG offices 
would serve to further enhance the overall independence, efficiency, and 
effectiveness of the IG community. Therefore, we are including matters for 
consideration by the Congress related to amending the IG Act to include 
specific conversion and consolidation of DFE IGs, as well as establishing 
an IG council by statute. 

Similar to the survey results, the PCIE and ECIE IGs provided a clear 
divergence of views in making comments on a draft of our report. The 
PCIE response did not take exception to the information and conclusions 
presented in our draft report. In contrast, the ECIE IGs raised broad 
concerns with our report conclusions and methodology. A summary of the 
PCIE and ECIE IGs' comments with our response are presented on page 57 
and their comments are reprinted in their entirety in appendixes VII and 
VIII. 

Over two decades ago, the Congress created IGs throughout the federal 
government as a result of growing reports of serious and widespread 
internal control breakdowns resulting in dollar losses and reduced 
effectiveness or efficiency in federal activities. In the intervening years, 
IGs have reported success in carrying out this mission through billions of 
dollars in reported savings and cost recoveries and thousands of 
prosecutions of criminal cases resulting from their work. For example, for 
fiscal year 2000, IGs reported potential savings to the government of 
$9.5 billion; actions to recover $5.5 billion in fines and restitutions, 
suspensions or debarments of 7,000 individuals or businesses; and more 
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than 2,600 civil or personnel actions resulting from their audit and 
investigative work in that year alone. In total, for fiscal year 2000, the IGs 
reported a potential return of taxpayer money of approximately $12 for 
every $1 spent. 

In fiscal year 2000, the 57 IG offices had total fiscal year budgets of about 
$1.3 billion and about 11,000 staff. While all IGs have the same basic 
mission and responsibilities, the IGs in the DFEs, with three exceptions, 
have smaller budgets and fewer staff than do the IGs who are appointed by 
the President. (See appendixes 111 and IV).Total fiscal year 2000 budgets 
for the DFE IGs was $111.1 million, or about 8 percent of the total budgets 
for all IGs for that year. The Presidential IGs for fiscal year 2000 had 
$1.26 billion, or about 92 percent of total IG budgets for that year. (See 

figure 1.) 

Figure I:Distribution of Fiscal Year 2000 IG Budgets and Offices 

IG budgets IG offices 

~ ~~ 8% DFE iGs 
DFE iGs 

Presidential iGs 

The IGs at the US. Postal Service (USPS), Amtrak, and the National 
Science Foundation (NSF), had budgets larger than some IGs appointed by 
the President. In addition, the Federal Reserve Board (FRB) and the 
Government Printing Office (GPO) IGs are each comparable in size with 
budgets that were equal to about 80 percent of the smallest Presidential IG 
budget. (See appendix V.) For example, the USPS IG had afiscal year 2000 
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budget of about $72 million, the fifth largest of all IG budgets. Likewise, the 
fiscal year 2000 budget for Amtrak was about $6.3 million, and for the NSF 
IG, it was about $5.4 million. Both the Amtrak and NSF IGs' budgets are 
larger than the budgets of two IGs appointed by the President. The FRB 
and GPO IGs each had fiscal year 2000 budgets over $3 million compared to 
the Presidential IG at the Corporation for National Service which had a 
$4 million budget. The total fiscal year 2000 budgets of these five largest 
DFE IGs make up about 81 percent of all DFE IG budgets, or about 
7 percent of all IG budgets. The remaining 23 DFE IGs had budgets that 
total about $21 million, roughly 1percent of all IG budgets. (See figure 2.) 
Fourteen of these 23 DFE IGs had budgets under $1 million and 17 had less 
than 10 staff. 

Figure 2: Distribution of IGs with Comparable Fiscal Year 2000 Budgets and Offices 
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Consolidation of IG offices would likely result in IG oversight being 
provided across several federal agencies and their respective missions. 
This type of consolidated oversight is already being applied in various 
departments and agencies across the government through both statutes 
and other arrangements. For example, the oversight for the Broadcasting 
Board of Governors and the International Broadcasting Bureau is 
consolidated under the Department of State IG through the Foreign Affairs 
Reform and Restructuring Act of 1998 (Public Law 105-277). This statute 
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authorizes the Department of State IG to exercise the same authorities with 
respect to these two agencies as the IG exercises under the IG Act of 1978 
and section 209 of the Foreign Service Act of 1980 with respect to the 
Department of State. In another example, the Agency for International 
Development (AID) IG may conduct reviews, investigations, and 
inspections of all phases of the Overseas Private Investment Corporation 
(OPIC) and is required to report these findings to OPIC's Board under the 
authority of the Foreign Assistance Act of 1961, as amended. As a result of 
the OPIC Amendments Act of 1981, Public Law 87-65, the AID IG performs 
audits, investigations, and inspections at the request of OPIC management 
and is authorized to be reimbursed for expenses incurred on behalf of 
OPIC. In addition, 1999 amendments to  the IG Act of 1978 direct the AID IG 
to supervise, direct, and control audit andinvestigative activities relating to 
programs and operations within the Inter-American Foundation and the 
African Development Foundation. 

In another example of consolidated IG oversight, the Amtrak Reform and 
Accountability Act of 1997 (Public Law 105-134) authorizes the Department 
of Transportation (DOT) IG to approve and oversee the contract for the 
assessment of financial requirements of Amtrak through fiscal year 2002. 
Also, the National Transportation Safety Board (NTSB) Amendments Act of 
2000 (Public Law 106424) provides the DOT IG the authority to review the 
financial management, property management, and business operations of 
the NTSB, including internal accounting and administrative control 
systems, to determine compliance with applicable laws, rules, and 
regulations. In another example, the Appalachian Regional Commission's 
IG provides audit and investigative services to the Denali Commission 
through a memorandum of agreement between the IG and the commission. 

In 1998 the PCIE surveyed both the Presidential IGs and the DFE IGs to 
obtain their views on S. 2167, the Inspector General Act Amendments of 
1998, then under considerati~n.~ Among other considerations, the 
amendments contemplated consolidations of certain specific DFE IG 
offices with specific IGs appointed by the President. For example, these 
amendments proposed that the functions of the IGs for the Corporation for 
Public Broadcasting, the National Endowment for the Arts, the National 
Endowment for the Humanities, and the Smithsonian Institution be 

President's Council on Integrity and Efficiency, State of the Inspector General 
Community, PClESurue?~ on S. 21 67,for the Senate Committee on Governmental AfSairs 
(Washington, D.C.: Sept. 9, 1998). 
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Objectives, Scope, and 
Methodology 

transferred to the IG at the Department of Education. The bill didnot 
become public law, but the 1998 PCIE survey of the IGs did elicit valuable 
and relevant information concerning advantages and disadvantages 
associated with the consolidation of IG offices. 

In particular, the 1998 PCIE survey concluded that those IGs who agreed 
with the proposed IG Act amendments felt that the independence of IG 
oversight would be enhanced in the entities to be consolidated. However, 
the IGs who opposed such a transfer felt that the benefits associated with 
the presence of an IG in the smaller agencies outweighed the 
administrative inefficiencies that may have existed. Also, the IGs 
responded that the size of an IG organization does not adequately measure 
the effectiveness and contributions of the IG in preventing and detecting 
fraud, waste, and abuse in the DFE agencies' operations. Other IG 
comments reported by the 1998 PCIE survey results include recognition 
that by their proximity to the areas served, the DFE IGs are more attuned 
to the agency employees, functions, operations, and goals which they 
review. Finally, the PCIE reported that the IGs felt the issue of transferring 
IG functions from DFE IGs to Presidential IGs needs further study to 
determine whether such transfers would contribute to increased 
efficiencies and more effective oversight. 

In order to provide information on the potential impact of the consolidation 
or conversion of DFE IGs, we developed and sent a structured survey to all 
existing IGs. As agreed with your staff, we identified and analyzed 28 
elements of IG effectiveness in the areas of (1) IG independence, (2) the 
quality of IG work, and (3) the effective use of IG resources. The elements 
were obtained from IG Act requirements, the IGs' vision statement; audit 
andinvestigative standards, past GAO reports, and statements from the IGs 
and members of the Congress. We also obtained comments from apanel of 
DFE IGs regarding the use of the criteriafor IG effectiveness. 

We developed a survey instrument that was sent to the IGs to obtain their 
views on the potential impact of conversion and consolidation on the 
elements of effectiveness for the DFE IG offices, the potential impact of a 
permanent statutory alternative to the PCIE and the ECIE, and the 

President's Council on Integrity and Efficiency and the Executive Council on Integrity and 
Efficiency,Inspectors General Vis ion and Strategies to Apply OurReinventionPrinciples 
(Washington, D.C.: January 1994). 
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usefulness of using a budget threshold to determine at which agencies IG 
offices should be established. Survey responses were received from an 
equal number of Presidential and DFE IGs - 28 of the IGs appointed by the 
President and 28 of the IGs appointed by their agency heads. The Central 
Intelligence Agency IG declined to respond. We did not independently 
verlfy the information the IGs provided. 

Our survey addressed the potential impact that both conversion and 
consolidation could have on the independence of the DFE IGs and the 
resulting Presidential IG offices. However, because consolidation would to 
a large extent result in making DFE IG offices a part of Presidential IG 
offices, we did not duplicate the entire survey for both conversion and 
consolidation but rather relied on the IG responses to consolidation. 

Any number of scenarios exist for implementing a conversion or 
consolidation strategy. Two options for conversion and consolidation of IG 
offices not specifically addressed by our survey include (1) combining the 
DFE IGs to create one large DFE IG office to cover all DFE agencies and 
(2) combining all the DFE IGs under anew IG appointed by the President 
and confirmed by the Senate. These options for conversion and 
consolidation were previously studied through a survey of the IGs and were 
met with limited support. The results of our prior study, which were 
provided in a 1999 report: showed that the first option was supported by 27 
percent of the Presidential IGs and 7 percent of the DFE IGs. The second 
option was supported by 15 percent of the Presidential IGs and 10 percent 
of the DFE IGs. 

U.S. General Accounting Office, Inspectors General: Information on Operational and 
Staffing Issues, GAOIAIMD-9S-29 (Washington, D.C.: Jan 4, 1999). 
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Our current survey was completed prior to recent changes to Government 
Audit ing Standards5 regarding auditor independence and therefore 
addresses the requirements of the older independence standards. 
Nevertheless, as a basic premise under the revised standards, the IGs 
appointed by the President and confirmed by the Senate and IGs appointed 
by and reporting to a statutorily created governing body, as well as the DFE 
IGs appointed by their agency heads, are considered organizationally 
independent to report e~ternally.~ Therefore, we do not believe that our 
survey results would have changed in any material way as a result of the 
changes in the auditor independence standards. 

We obtained comments on a draft of this report from the Presidential IGs 
and the DFE IGs through the PCIE and the ECIE. These included technical 
changes that have been incorporated in the report. A summary of their 
written comments and our response are presented on page 57. The PCIE 
and ECIE comments are reprinted in their entirety in appendixes VII and 
VIII. We performed our review from March 2001 through March 2002 in 
accordance with generally accepted government auditing standards. 

"he IG Act provides the DFE IGs appointed by their agency heads with all the statutory 

reviewed by a n  independent quality control r&iewat least onckkvery 3 years. 

Page 11 GAO-02-575 IG Consolidation and Related Issues 



Independence 

Conversion and 
Independence 

The independence of an audit entity is one of the most important elements 
of the overall effectiveness of the audit function. Auditors need to be as 
independent from external influences as possible both in fact and 
appearance, in order to ensure that their audit work is credible and 
respected. Therefore, the effect on IG independence is critical when 
considering the conversion of the DFE IGs to appointment by the President 
or consolidation of their offices with IGs appointed by the President. The 
IGs derive independence throughnumerous provisions in the IG Act. 
These include the authority of IGs to report violations of law directly to the 
Department of Justice, the requirement for IGs to prepare semiannual 
reports of their activities for the Congress without alteration by their 
agencies, the authority of IGs to perform any audit or investigation without 
interference from the agency head and others except under certain 
conditions specified by the act, and the requirement for the President or 
the agency head to communicate to the Congress the reasons for removing 
an IG. In addition, the IGs are required to follow Government Audit ing 
S t a n d a r ~ k , ~which require IGs and individual auditors to be free from 
personal, organizational, and external impairments to independence, and 
to be independent in appearance. 

The survey responses from the Presidential IGs and the DFE IGs differed as 
to whether DFE IG independence could be increased by having IGs 
appointed by the President with Senate confirmation instead of the present 
practice of IG appointment by the heads of agencies in which they would 
lead the IG staff. Specifically, as shown in figure 3,29 IGs (24 Presidential 
and 5 DFE) responded that independence could be increased in this way 
and 22 IGs (19 DFE and 3 Presidential), responded that conversion would 
have no impact on DFE IG independence. One DFE IG responded that 
independence could be decreased. Two DFE IGs and one Presidential IG 
had no opinions and an additional IG did not respond. 

auditwork. 
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Figure 3: Potential Effect of Conversion on IG Independence 
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Five of the 19 DFE IGs who responded that conversion would have no 
impact on their independence also stated that appointment by the 
President could actually increase political influence on the IGs. This 
contrasts rather sharply with 24 of the Presidential IGs' survey responses 
that conversion could increase the independence of DFE IGs. Typically, 
the further removed the appointment source is from the entity to be 
audited, the greater the level of independence. To illustrate, conversion of 
IGs from appointment by their agency heads to appointment by the 
President with Senate confirmation has been recognizedpreviously by the 
Congress as a way to obtain increased IG independence. Specifically, the 
perceived limitation of the Federal Deposit Insurance Corporation IG's 
independence as a DFE IG under the IG Act was recognized as a reason to 
convert the IG to appointment by the President with Senate confirmation 
when Public Law 103-204 was passed on December 17,1993. More 
recently, Public Law 106-422, November 1,2000, converted the Tennessee 
Valley Authority (TVA) IG to appointment by the President with Senate 
confirmation because of concerns about interference by TVA management 
and recognized that the IG's independence would be enhanced under 
appointment by the President. Consequently, the change from agency 
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Consolidation and 
Independence 

appointment to appointment by the President has been recognized by the 
Congress since the advent of the IG concept as a strengthening of this 
critical element of IG effectiveness. 

Similar to the survey results regarding conversion, the Presidential and 
DFE IGs' responses were different regarding the impact that consolidation 
could have on DFE IG independence. In responding to our survey, 26 IGs 
(24 Presidential and 2 DFE) indicated that independence could be 
increased and 2 DFE IGs believe it could be decreased. Of the remaining 
IGs, 25 (22 DFE and 3 Presidential) responded that consolidation would 
have no effect on independence and 2 (1 Presidential and 1DFE) had no 
opinion. An additional IG didnot respond. (See figure 4). 

Three DFE IGs provided explanations of how independence would be 
decreased. Specifically, one DFE IG explained that the independence of 
the agency (rather than IG independence) would decrease due to agency 
concerns about undue political influence from the President. Another DFE 
IG stated a preference for increasing independence through added 
provisions in the IG Act rather than through consolidation, and the 
remaining DFE IG stated that IGs appointed by the President are more 
affected by politics and are more likely to be forced to resign. 
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Figure 4: Potential Effect of Consolidation on Actual IG Independence 
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With respect to the appearance of independence there was some 
consensus. As shown in figure 5,39 IGs (27 Presidential and 12 DFE) 
indicated that the appearance of independence could be strengthened by 
consolidating DFE IGs with Presidential IGs. Fifteen IGs (14 DFE and 1 
Presidential) responded that there would be no effect, and 2 DFE IGs 
indicated that the appearance of independence would be weakened 
through consolidation. Of the two DFE IGs who indicated that the 
appearance of independence would be decreased, one provided additional 
comments, reiterating that the decrease in appearance of independence 
would be the result of an appearance of political influence by an IG 
appointed by the President. 

Page 15 GAO-02-575 IG Consolidation and Related Issues 



Consolidation and IG 
Quality of Work 

Figure 5: Potential Effect of Consolidation on the Appearance of IG Independence 
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The quality of audits and investigations is also a critical element of IG 
effectiveness. To determine the possible impact of consolidation on the 
quality of IG work, we obtained information for use in our survey from IG 
testimony before the Congress, IG reports, concerns of the Congress, and 
professional standards. These sources indicate that the quality of work is 
largely determined by the ability to issue hard-hitting reports when 
necessary, to review issues across agencies, to get attention to 
recommendations made by the IGs, to audit issues of high risk, and to 
measure agency performance. Also, within each agency the quality of work 
is affected by the relationship the IG has with the agency and includes day- 
to-day contact with agency management, communication between the IG 
and the agency head including the ability of the agency head to get the 
attention of the IG, the presence of an IG as a prevention measure, the 
knowledge of agency missions and priorities, the IG's ability to plan work, 
the timeliness of IG reports, and the audit coverage of the agency. 

As with the other survey questions, the views of Presidential IGs and DFE 
IGs are markedly different regarding the potential effect of consolidation 
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on the quality of future IG work. The Presidential IGs' responses indicate 
that consolidation could increase some of the elements of IG quality. For 
these same elements, the DFE IGs' responses indicate that consolidation 
would either have no impact or that work quality could be weakened. In 
addition, responses from both the Presidential IGs and the DFE IGs 
indicate that there are elements of quality that could be weakened. These 
types of risks to quality would need to be addressed by the management of 
the merged IG operations to avoid or abate any undesiredconsequences by 
a consolidated IG. In our view, consolidation of DFE IG offices with 
Presidential IGs would not necessarily result in areduction of audit quality, 
especially if proper steps are taken to mitigate areas that could be 
weakened. 

Ability to Issue Hard-hitting The DFE IGs and the Presidential IGs again responded differently in 
assessing the impact of consolidation on their ability to present hard-hitting Reports When Necessary 
reports when necessary. Generally, the Presidential IGs responded that the 
DFE IGs' ability to issue hard-hitting reports could be strengthened through 
consolidation. However, the DFE IGs generally responded that 
consolidation would either have no impact on this ability or that the quality 
of work could be weakened. Specifically, 26 IGs (24 Presidential and 2 
DFE) indicated that the ability of DFE IGs to issue hard-hitting reports 
would be strengthened. However, 21 IGs (19 DFE and 2 Presidential) 
responded that there would be no impact, and 7 IGs (5  DFE and 2 
Presidential) indicated this ability could be weakened. (See figure 4.) The 
IGs provided no comments to explain their responses. 
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Oversight of Cross-Cutting 
Issues 

Figure 6: Potential Effect of Consolidation on the Ability of IGs to Issue Hard-hitting 
~ i p o r t s  
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The ability of IGs to issue reports that address not only issues that are 
particular to their specific agencies but which address issues of broad 
interest across several agencies is another function of the PCIE and ECIE. 
This ability provides reports of cross-cutting issues for the Congress and 
for the benefit of the IGs' collective agencies. As a result, the IGs have 
issued reports on such cross-cutting issues as computer security, debt 
collection, the use of government credit cards, and financial management. 
Twenty-two IGs (16 Presidential and 6 DFE) responded that consolidation 
could strengthen their ability to review issues that cut across other 
agencies while 16 IGs (12 DFE and 4 Presidential) indicated that there 
would be no effect on the ability of the DFE IGs to issue cross-cutting 
reports. In addition, six IGs (five DFE and one Presidential) responded 
that this ability would be weakened by consolidation. (See figure 7). 

Page 18 GAO-02-575 IG Consolidation and Related Issues 



Attention to IG 
Recommendations 

Figure 7: Potential Effect of Consolidation on the IGs' Ability to Use Audit 
Resources to Review Issues That Cross All DFE Agencies 
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The ability of the IGs to achieve results through their recommendations is 
another key element of effectiveness. Some important objectives of the 
IGs' audit work include improving accountability, saving tax dollars, 
improving programs and operations, and providing better service to the 
public. Auditors' recommendations are vehicles for fulfilling these 
objectives but only the effective implementation of recommendations, not 
the recommendations themselves, will enable the government to work 
better at lower cost. Nineteen IGs (18 Presidential and 1DFE) responded 
that greater attention would be given DFE IG recommendations as a result 
of consolidation. Eighteen IGs (14 DFE and 4 Presidential) indicated that 
there would be no effect on the level of attention given to their 
recommendations as a result of consolidation. Also, 11IGs (all were DFE) 
responded that there would be less attention to IG recommendations. (See 
figure 8.) In comments regarding the potential weaknesses of 
consolidation, one IG stated that consolidation would result in less 
credibility of the IG in the DFE, and another IG stated that DFE IG 
recommendations already receive attention. 
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Ability to Address &$-Risk 
and Priority Issues 

Figure 8: Potential Effect of Consolidation on the Attention That DFE Agencies and 
the Congress Give to IG Recommendations 
30 lG responses 

15 

5 
 

j O J  Strengthened0 l1 Weakened h1a 
Neither Not applicsble 

Assessing risk and establishing priorities for audits are important elements 
of the planning process for audit organizations. The ability to address 
those areas designated as high risk and of highest priority is fundamental to 
any audit organization's work. The Presidential IGs and the DFE IGs again 
had widely different responses to this element of IG effectiveness. Twenty- 
one IGs (18 Presidential and 3 DFE) indicated that consolidation could 
strengthen the ability of the DFE IGs to address issues of higher risk and 
priority. However, 27 IGs (20 DFE and 7 Presidential) indicated that 
consolidation would have no impact. In addition, two IGs (both were DFE) 
indicated that their ability in this area could be weakened. (See figure 9.) 
There were no additional comments provided by the IGs regarding their 
responses. 
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Ability to Uniformly 
Measure Performance 

Figure 9: Potential Effect of Consolidation on the Ability of DFE IGs to Address 
lsiues of Higher Risk and Priority 
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The Government Performance and Results Act of 1993(GPRA) includes 
requirements for federal agencies to engage in strategic planning, establish 
performance measures, and report on their ability to meet these measures. 
The validity of the measures and the verification of agency reports of 
meeting the established measures is an important part of the success in 
implementing GPRA. At the request of members of the Congress, the IGs 
perform activities in the validation and verification of performance 
measures developed by their agencies in compliance with GPRA 
requirements. While there is no specific requirement in the act for the IGs 
to audit GPRA results, the extent of the IGs' ability to assist their agencies 
continues to be of interest to the Congress. To the extent IGs can 
uniformly measure the performance of their agencies through use of the 
GPRA measures and their own audit efforts, the IGs will be increasingly 
effective in reporting on their agencies' ability to successfully achieve their 
missions, goals, and specific performance measures. 
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Twenty-five IGs (15 DFE and 10 Presidential) indicated that consolidation 
would have no impact on the ability to measure DFE agency performance. 
Fourteen IGs (12 Presidential and 2 DFE) indicated that this ability could 
be strengthened. Four IGs (all were DFE) responded that their ability 
would be weakened. Thirteen IGs responded that the question was not 
applicable. (See figure 10.) No comments were provided by the IGs on this 
issue. 

Figure 10: Potential Effect of Consolidation on the Ability to Uniformly Measure DFE 
Agency Performance 
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IG Contact with DFE 
Officials 

The legislative history of the IG Act of 1978 includes guidance on IG 
effectiveness by indicating that the IGs must have a close relationship with 
their agency heads and be responsive to their concerns. Moreover, the 
guidance illustrates that if the agency head is committed to managing the 
agency effectively the IG can be the agency head's strong right arm while 
maintaining the IG independence needed to honor reporting 
responsibilities to the Congre~s .~  The survey responses indicate that both 
Presidential and DFE IGs believe this working relationship between the IGs 
and their DFE heads could be weakened through consolidation of the IG 
offices. 

Responses from 36 IGs (26 DFE and 10 Presidential) indicate that 
consolidation could weaken the ability of the IGs to have day-to-day 
contact with senior DFE agency officials. Nine IGs (eight Presidential and 
one DFE) indicated that there would be no impact on their day-to-day 
contact with agency officials and five IGs (all were Presidential) responded 
that day-to-day contact could be strengthened. (See figure 11.) 

U.S. Government Printing Office, Establishment of Ofices oflnspector and Aud i t o r  
General in Certa in Executive Departments and Agencies, Report of the Committee o n  
Governmental AfSairs United States Senate, Report No. 95-1071 (Washington, D.C.: Aug. 8, 
19781. 
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1~~ and DFE A~~~~~ ~~~d~ 

Figure 11: Potential Effect of Consolidation on Day-to-Day Contact with Senior DFE 
Officials 
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Attention to communication among IGs, agency heads, and program 
management staff is included as part of the IGs' vision statement. The IGs 
have stated their intent to work with agency heads and the Congress to 
improve program management. Therefore, IG communication with DFE 
agency heads is another indicator of the quality of IG work. Thirty-three 
IGs (26 DFE and 7 Presidential) responded that this communication could 
be weakened by consolidation. The Presidential IGs' responses were 
almost evenly &vided among the strengthen, weaken, and no impact 
choices with eight responses indicating that consolidation could actually 
strengthen communication and eight responses indicating that there would 
be no impact on communication. (See figure 12.) One DFE IG stated that 
close working relations with the agency head are currently enjoyed by the 
IG. No specific comments were made to indicate specifically how 
communication between the IG and DFE head would be weakened. 
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Ability of DFE Head to Get 
the Attention of the IG 

Figure 12: Potential Effect of Consolidation on Communication between the IGs and 
DFE Agency Heads 
30 lG responses 
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While there are statutory protections to IG independence provided by the 
IG Act, each IG is required by the act to be under the general supervision of 
their respective agency head. In addition, the IG vision statement 
recognizes the need for the agency head and the IG to work together. 
Thirty-one IGs (24 DFE and 7 Presidential) responded that this ability could 
be weakened by consolidation. The remaining responses of the 
Presidential IGs include seven who took an opposing view indicating that 
this ability could be strengthened by consolidation, and nine who indicated 
that there would be no impact. (See figure 13.) 
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IG Presence as a 
Preventative Measure 

Figure 13: Potential Effect of Consolidation on the Ability of DFE Agency Head to 
it the IG's Attention 
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Comments from the DFE IGs raised concerns that through consolidation 
with large IG offices the DFE agencies would possibly lose the effect of 
having a "cop on the beat" which can act as a deterrent to fraud, waste, 
abuse, and mismanagement. While the survey results indicate a concern 
about weakening this IG presence, the concern is largely from the DFE IGs 
and not the Presidential IGs. Twenty-nine IGs (25 DFE and 4 Presidential) 
indicated that the IGs' presence as apreventative measure would be 
weakened in the DFE through consolidation. However, 13 Presidential IGs 
responded that the IG presence in the DFE agencies would be strengthened 
by consolidation. The remaining IG responses indicated either no impact 
or that the question was not applicable. (See figure 14.) 

Page 26 GAO-02-575 IG Consolidation and Related Issues 



Figure 14: Potential Effect of Consolidation on IG Presence as a Preventative 
Measure for the DFE Agencies 
30 lG responses 
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Figure 15: Potential Effect of Consolidation on IG Knowledge of DFE Agency 
Missions, Operations, and Resource Limitations 
30 lG responses !,
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IG Knowledge of DFE In responses identical to the previous survey question, 36 IGs (26 DFE and 
10 Presidential) indicated that IG knowledge of the DFE agencies' priorities Priorities 
and issues could be weakened through consolidation. Likewise, eight 
Presidential IGs indicated that this knowledge could be strengthened and 
eight indicated that consolidation would have no impact. (See figure 16.) 
One IG provided comments and stated that after consolidation, the IGs 
would lose their perspective about the DFE agencies' goals and direction. 
This response appears to assume that current DFE IG staff would no longer 
be available to provide such a perspective. 
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Figure 16: Potential Effect of Consolidation on IG Knowledge of Priorities and 
Issues within Each of the DFE Agencies 
30 lG responses !,
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IG Ability to Plan Work In the area of planning work, 21 IGs (17 DFE and 4 Presidential) responded 
that the ability to plan their work at the DFEs could be weakened. This 
contrasts with the responses of 13 IGs (12 Presidential and 1DFE) who 
indicated that planning could be strengthened. Fourteen IGs (eight 
Presidential and six DFE) indicated that consolidation would have no 
impact. (See figure 17.) No IGs commented on how this ability would be 
strengthened; however, one DFE IG stated that planning for coverage of the 
DFE agencies would be diluted by the other work requirements of the 
consolidated IG office. 
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Timeliness of IG Reporting 
 

Figure 17: Potential Effect of Consolidation on Oversight Planning 
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Twenty-five IGs (23 DFE and 2 Presidential) indicated that the timeliness of 
reports would be weakened by consolidation. Fifteen IGs (11 Presidential 
and 4 DFE) indicated that consolidation would have no impact. Also, six 
Presidential IGs indicated that timeliness could be strengthened. Ten IGs 
(nine Presidential and one DFE) responded that the question was not 
applicable. (See figure 18.) In comments provided, one IG observed that 
the reports in large audit organizations generally have longer report review 
cycles. Likewise, comments from two DFE IGs stated they believe reports 
by the DFE IGs are probably more timely than they would be under 
consolidation. No comments were provided by the six IGs who indicated 
that timeliness could be strengthened. 
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Oversight Coverage of DFE 
Agencies 

Figure 18: Potential Effect of Consolidation on the Timeliness of IG Reports 

30 lG responses 
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The IGs are required by the IG Act to coordinate, conduct, and provide 
policy direction for audits and investigations in their agencies. Therefore, 
IG oversight coverage of agency programs, offices, and activities is another 
element of IG quality. Thirty-three IGs (25 DFE and 8 Presidential) 
indicated that IG coverage at the DFE agencies would be decreased. Nine 
Presidential IGs took the opposite view, responding that coverage could be 
increased. The 14 remaining IG responses (11 Presidential and 3 DFE) 
indicated either no impact or that they did not have an opinion on this 
matter. (See figure 19.) Most of the IGs' comments explained that the 
decrease would be the result of low priorities for coverage in the DFEs by 
IGs who are appointed by the President. Specifically, one DFE IG stated 
that larger agencies have requirements that differ from those of smaller 
agencies, making it much more likely that the priorities of large agencies 
would supercede those of smaller agencies. In contrast, one Presidential 
IG commented that audit coverage of the DFE would increase after 
consolidation because the IG resulting from consolidation would first test 
the control environment of the DFE agencies to determine the necessary 
level of coverage, which would result, at least initially, in more coverage. 
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Consolidation and the 
'Otential Impact On IG 
Resources 

Also, another DFE IG who indicated that consolidation would have no 
effect on coverage stated that coverage depends on the IG resources 
available as well as the priorities established. 

Figure 19: Potential Effect of Consolidation on DFE Agency Audit Coverage 
30 lG responses 
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The efficient and effective use of IG resources and human capital can 
significantly affect the overall effectiveness of IG offices in helping their 
agencies address problems. For example, many IGs have determined that 
protecting agency information technology resources is a priority and often 
assist their agencies through independent advice and guidance on 
appropriate levels of lT security. However, these efforts require the use of 
howledgeable lT specialists and a wise use of overall budgetary resources 
by the IGs. Also, the better IGs can control their own spending, budget 
requests, and absorb any budget decreases the more effective they can be 
in addressing the oversight of their agencies. In addition, information from 
IG testimony before the Congress, IG reports, concerns of the Congress, 
and professional standards indicate that IGs are affected by the ability to 
obtain resources for investigations, the ability to minimize duplication of 
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efforts, the quality of training, the ability to share methods and technology 
specialists, the efficient use of human capital skills, and the availability of 
adequate resources to provide oversight of the agency. 

The IG Act Amendments of 1988 require separate appropriations accounts 
for the IGs appointed by the President, which provides greater control for 
these IGs over their budgets. The IG Act does not require such accounts 
for the DFE IGs. We reported in a prior review of 16 DFE IGs' budgets that 
14 of the DFE IGs had entity officials making decisions affecting the IGs' 
fiscal year budgets who also competed with the IGs for resources and 
whose programs and operations were subject to IG audits and 
investigations.' The results of our survey indicate that eight DFE IGs 
continue to obtain approval from agency officials to make spending 
decisions in one or all of the areas of travel, training, and personnel. 

IG Control over Spending The survey results were again clearly delineated between the responses 
from the Presidential IGs and the DFE IGs. In response to our survey 
question on IG control over spending on travel, training, and personnel for 
oversight of the DFE agencies, 27 IGs (18 DFE and 9 Presidential) indicated 
that consolidation would have no impact. However, 18 IGs (16 Presidential 
and 2 DFE) believe this control could be strengthened by consolidation. In 
addition, seven IGs (6 DFE and 1Presidential) indicated that IG control 
over this spending could be weakened. (See figure 20.) 

U.S. General Accounting Office, Inspectors General: ActionNeeded to Strengthen OIGs at 
DesignatedFederalEntities, GAOIAIMD-94-39 (Washington, D.C.: Nov 30, 1993). 
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Figure 20: Potential Effect of Consolidation on IG Control over Spending for Travel, 
Training, and Personnel Related to Oversight of DFE Agencies 
30 lG responses 
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IG Ability to Absorb Budget 
Reductions 

Figure 21: Potential Effect of Consolidation on IG Control over Their Own Budget 
~ i q u e s t sfor Oversight Activity 
30 lG responses 
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Twenty IGs (13 Presidential and 7 DFE) responded that consolidation 
could strengthen the IGs' ability to absorb resource reductions. Sixteen 
IGs (8 Presidential and 8 DFE) indicated that consolidation would have no 
impact, and 12 IGs (9 DFE and 3 Presidential) indicated that this ability 
would be weakened. (See figure 22.) One DFE IG commented that the 
ability to absorb resource reductions is irrelevant because the DFE 
agencies would be a low priority for the IGs after consolidation. Along the 
same lines, another DFE IG expressed doubt that resources would be 
devoted to DFE agency oversight. 
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Figure 22: Potential Effect of Consolidation on the IGs' Ability to Absorb Resource 
Reductions 
30 lG responses 

Availability of Investigative In other areas of IG resources, 28 IGs (18 Presidential and 10 DFE) 
indicated that consolidation could strengthen the availability of Resources 
investigative resources for coverage of the DFE agencies and 17 IGs (13 
DFE and 4 Presidential) indicated that it would be weakened. Seven IGs 
(four Presidential and three DFE) indicated that consolidation would have 
no impact. One DFE IG commented that while more resources would be 
available they would not be used for coverage of the DFEs. (See figure 23.) 
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Figure 23: Potential Effect of Consolidation on the Availability of IG Resources for 
ln;estigative Coverage 
30 lG responses 
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Minimization of Duplication Thirty-three IGs (21 DFE and 12 Presidential) responded that consolidation 
would have no impact on the duplication of audit efforts by the IGs. across IGs 
However, 17 IGs (14 Presidential and 3 DFE) indicated that the ability to 
minimize duplication could be strengthened by consolidation. Two DFE 
IGs indicated that this ability could be weakened. (See figure 24.) There 
were no specific comments regarding the issue of audit duplication. 
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Quality of Audit Training 
 

Figure 24: Potential Effect of Consolidation on the IGs' Ability to Minimize 
Duplication of Audit Efforts across the Federal Government 
30 lG response 
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Continuing education and training for auditors improves their knowledge 
and refines their skills, allowing them to better meet the challenges of the 
audit environment. Such education and training, since it enhances auditor 
proficiency, helps ensure the quality of audits. In addition, auditors 
working on audits in accordance with Government Audit ing Standards 
must comply with specific continuing educational requirements specified 
by these standards. 

A majority of the IGs (21 DFE and 15 Presidential) indicated through our 
survey that consolidation would have no impact on the quality of auditor 
training. Thirteen IGs (11 Presidential and 2 DFE) responded that the 
quality of training could be strengthened and 4 DFE IGs indicated that 
training could be weakened. (See figure 25.) One DFE IG commented that 
Presidential IGs and DFE IGs use the same training sources, and another 
DFE IG stated concern that consolidation would reduce the quality of 
training because DFE agency-related subjects may decline depending on 
the work priorities of the consolidated IG. 
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Figure 25: Potential Effect of Consolidation on the Quality of Training for IG Audit 
Work 

30 lG responses 
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Figure 26: Potential Effect of Consolidation on the IGs' Ability to Share Methods and 
Programs for Audits and Investigations across the Federal Government 
30 lG responses 
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Ability to Share Technology Twenty-six IGs (19 Presidential and 7 DFE) indicated that the IGs' ability to 
share technology specialists and expertise could be strengthened by Specialists and Expertise 
consolidation while 1DFE IG indicated that it would be weakened. 
Twenty-seven IGs (19 DFE and 8 Presidential) indicated that consolidation 
would have no impact on this ability. (See figure 27.) One DFE IG 
commented that there is currently no difficulty obtaining needed 
specialists and expertise. Another DFE IG stated that the IGs already share 
such skills. 
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Efficient Use of Human 
Capital Skills 

Figure 27: Potential Effect of Consolidation on the IGs' Ability to Share Technology 
specialists and Expertise 
30 lG response 
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The survey results were also characteristically widespread between the 
responses of the Presidential IGs and the DFE IGs regarding consolidation 
and the efficient use of human capital skills. Twenty-four IGs (17 DFE and 
7 Presidential) indicated that consolidation would have no impact. 
However, 22 IGs (18 Presidential and 4 DFE) indicated that consolidation 
could strengthen the efficient use of human capital skills. In addition, 3 
DFE IGs indicated that this could be weakened. (See figure 28.) 

Page 41 GAO-02-575 IG Consolidation and Related Issues 



Availability of Adequate IG 
Resources 

Figure 28: Potential Effect of Consolidation on the IGs' Efficient Use of Human 
Capital Skills and Resources across the Federal Government 
30 lG responses 
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The availability of adequate IG resources could be weakened by 
consolidation according to the responses of 20 DFE IGs and 7 Presidential 
IGs. At the same time, 12 IGs (9 Presidential and 3 DFE) indicated that the 
availability of resources could be strengthened. Nine IGs (seven 
Presidential and two DFE) responded that consolidation would have no 
impact. (See figure 29.) 

1-1 
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Availability of IG Resources 
to Cover DF'E Issues 

Figure 29: Potential Effect of Consolidation on the Availability of Adequate IG 
Resources 
30 lG responses 
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Similar to their concerns about the potential for the lack of audit coverage 
of DFE agency issues if the DFE IGs were consolidated, 38 IGs (26 DFE 
and 12 Presidential) responded that resources available to cover DFE 
issues would be weakened by consolidation. Nevertheless, 7 Presidential 
IGs indicated that consolidation could strengthen the coverage of DFE 
agencies. Six IGs (five Presidential and one DFE) indicated that 
consolidation would have no effect. (See figure 30.) 
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Strengthening the PCIE 
and ECIE 

Figure 30: Potential Effect of Consolidation on the Availability of Resources to 
Cover DFE Agency Issues 
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Our survey addressed issues that would affect the PCIE and ECIE. The 
survey responses indicated that the PCIE and ECIE could be strengthened 
by establishing an alternative council under statute with specified funding 
sources and defined roles and responsibilities. It was generally viewed that 
statutory authority with stated roles, responsibilities, and funding sources 
would provide an alternative to the PCIE and ECIE with a permanent, 
institutional footing that would allow the IGs to reach their full potential 
and better serve the needs of the administration and the Congress. 

We asked the IGs how establishing the PCIE and ECIE by statute rather 
than executive order would affect the effectiveness of these councils. 
Thirty-four IGs (18 DFE and 16 Presidential) indicated that it was 
important for the PCIE and ECIE to be establishedunder statute. Nineteen 
IGs (12 Presidential and 7 DFE) believe such statutory councils would be of 
little or no importance. (See figure 31.) 
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Figure 31: How Important Is It to Establish a Statutory PClElEClE Organization for 
Improving Their Operations? 
30 lG responses 
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We also asked the IGs whether having designated funding sources for the 
PCIE and ECIE would be of importance. Forty-six IGs (24 DFE and 22 
Presidential) believe that a designated funding source for the operation of 
these councils would be of importance, and seven IGs (five Presidential 
and two DFE) believe such funding is of little or no importance. (See figure 
32.) In addition, we asked the IGs whether stated roles and responsibilities 
of the PCIE and ECIE in statute would be of importance. Thirty-seven IGs 
(21 DFE and 16 Presidential) responded that such statutory roles and 
responsibilities would be of importance, and 16 (11 Presidential and 5 
DFE) indicated that they would be of little or no importance. (See figure 
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Figure 32: How Important Is It to Provide Designated Funding Sources to the 
PClElEClE Organization for Improving Their Operations? 
30 lG responses 
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Figure 33: How Important Is It to Establish Stated Roles and Responsibilities of an 
Alternative PClElEClE Organization in Order to Improve Operations? 
30 lG response 
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The Inspector General Act Amendments of 1988 and the Government Agency Budgets are 
Printing Office (GPO) Inspector General Act of 1988 (Titles I and 11, Public Not the Criteria Law 100-504) established offices of inspectors general in 33 designated 

for Establishing IGs federal entities and GPO. One of the criteria used by the Congress to 
determine where to establish these new IGs offices was abudget threshold 
of $100 million for the designated federal entities. Specifically, those 
agencies with an annual budget of $100 million or greater were considered 
for inclusion in the IG Act Amendments of 1988. Other agencies below this 
budget threshold were also included for specific reasons. 

In preparation for our survey, we calculated that the $100 million threshold 
from 1988 would have been about $134 million in fiscal year 2000, if 
adjusted for inflation.1° If this budget threshold were applied to the current 
agencies that have statutory IGs, 12 agencies would no longer meet this 
budget criteria to justify an IG office. (See appendix VI.) In response to 
our survey, 46 IGs (26 DFE and 20 Presidential) indicated that dollar 
thresholds of agency budgets should not be the primary factor determining 
which agencies should have IGs. However, nine IGs (eight Presidential and 
one DFE) indicated that budget dollar thresholds should be the primary 
factor. (See figure 34.) One IG stated that the primary factor for 
determining which agencies should have IGs should be the level of 
oversight that the Congress desires. Additional IGs responded that other 
factors, such as the importance of the agency's mission and the associated 
risks, should be considered. Also, eight IGs (17 DFE and 11Presidential) 
responded that agencies with budgets below the $134 million threshold 
should have IGs. However, 14 IGs (13 Presidential and 1DFE) indicated 
that an IG is not necessary for those agencies. (See figure 35.) In their 
comments, the IGs stated that dollar thresholds are not meaningful by 
themselves and that the budgets may be just one factor in making such a 
determination. Another IG stated that the impact on public services should 
be considered, includingvulnerable groups and overseas missions. 

loFrom the U.S. Department of Commerce, Bureau of Economic Analysis's Gross Domestic 
Product (GDP) Price Index. 
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Figure 34: Should Dollar Thresholds of Agency Budgets Be the Primary Factor in 
Determining Which Agencies Have an IG? 
30 lG responses 
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Figure 35: Are Statutory IGs Needed for Agencies with Budgets Below $134 Million? 

30 lG responses 
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Independence 

IG Quality of Work 

GAO. Regarding the use of agency budgets as the criteriafor establishing 
IG offices in federal agencies, we agree with the IG responses that indicate 
other factors, such as the risk and mission of the agency, must be 
considered in addition to their budgets. 

The Presidential IGs mostly indicated that conversion could strengthen 
DFE IG independence while the DFE IGs' generally indicated that there 
would be no effect on their independence. Likewise, in their responses 
regarding the impact of consolidation on independence, the IGs were 
predictably different in their responses with Presidential IGs indicating a 
strengthening of independence and the DFE IGs indicating either a 
weakness or no impact. 

DFE IGs are established in legislation in a manner that makes them 
independent external auditors under Government Audit ing Standards. 
The IG Act provides the DFE IGs with statutory protections, that among 
others, prevent the audited entity from interfering with the initiation, 
scope, timing, and completion of any audit and provide the IGs access to 
records and documents that relate to the agency, program, or function 
being audited. On the other hand, having IGs appointed by the President 
with Senate confirmation provides a higher level of appearance of 
independence. At the same time, given the number and relatively small size 
of all but afew of the DFE IG offices and the organizations they are 
responsible for auditing, it is not practical for all of them to be converted to 
Presidential appointment and we do not favor the wholesale conversion of 
DFE IGs to Presidential IGs. Therefore, the consolidation of some DFE IG 
offices with Presidential IG offices would also serve to increase the 
perceived independence of the IGs where conversion is not practical. 

The Presidential IGs also generally indicated that consolidation could 
strengthen the IGs' quality of work, while the DFE IGs indicated that 
consolidation would either have no impact or would weaken quality as 
related to (1)the ability to issue hard-hitting reports when necessary, 
(2) the ability to review issues that cross agencies, (3) the ability to get 
attention to IG audit recommendations, (4) the ability to audit issues of 
high risk and priority, ( 5 )  the presence of the IG as apreventative measure, 
and (6) the ability to plan work. 

We believe that consolidation could serve to strengthen the IGs' ability to 
issue hard-hitting reports, to issue reports on cross-agency issues, to get 
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Use of IG Resources 
 

attention to their audit recommendations, and to address high-risk and 
priority areas because IGs of consolidated offices could use their broader 
range of resources in the context of a governmentwide perspective rather 
than in the context of a single, relatively small agency. In addition, 
consolidation per se does not have to result in any material reduction on 
the IGs' day-to-day contact and communication with the agency head and 
ability to report on DFE agency performance as long as IGs maintain some 
physical presence at the DFE agencies or take other proactive steps to 
mitigate any potential reduction in communication and audit coverage. 
Finally, in our view, consolidation could enable IG offices to better target 
overall resources in planning their work to areas of greatest value and risk. 

The Presidential and DFE IGs also had differences in their responses 
regarding the impact that consolidation could have on the use of IG 
resources. The DFE IGs responded that consolidation would weaken or 
have no impact, while the Presidential IG responses indicated that 
consolidation could strengthen (1) the ability to control spending, (2) the 
ability to control budget requests, (3) the ability to absorb budget 
reductions, (4) the availability of investigative resources, ( 5 )  the ability to 
minimize duplication of audit efforts across IGs, (6) the ability to share 
methods, (7) the ability to share technology specialists, (8) the efficient use 
of human capital skills, and (9) the availability of adequate resources. 

We believe that consolidation would serve to strengthen the ability of IGs 
to improve the allocation of human and financial resources within their 
offices and to attract and retain a worHorce with the talents, 
multidisciplinary knowledge, and up-to-date skills to ensure the IG office is 
equipped to achieve its mission. For the majority of DFE IG offices, we 
view consolidation not only as a means to achieve economies of scale but 
more importantly as providing an enhanced critical mass of skills, 
particularly given the emergence of technology and the ever increasing 
need for technical staff with specialized skills. This is especially 
appropriate given the limited resources in most DFE IG offices where 12 
DFE IGs had five or fewer full time equivalent staff and another five had 
less than 10 staff. In addition, consolidation should serve to increase the 
availability of investigative resources through economies of scale and other 
efficiencies and reduce the potential for duplication of work across IGs 
through enhancement of avalue and risk approach to the investment and 
allocation of IG resources. Likewise, consolidation would serve to increase 
the ability of IGs to share methods and to leverage overall IG resources to 
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Potential Weaknesses and 
Mitigation of Risks 

increase the ability of IGs to properly use IG personnel in technical areas, 
including information systems and forensic audits. 

The survey responses from both the Presidential and DFE IGs did indicate 
agreement that certain elements of effectiveness could be weakened 
through consolidation. These include potential weaknesses in (1) the day- 
to-day contact of IGs and DFE agency officials, (2) knowledge of the DFE 
agency missions, (3) knowledge of DFE agency priorities, and (4) the 
availability of resources to cover DFE agency issues. Additional potential 
weaknesses were identified by the DFE IGs while the Presidential IGs' 
answers to the same questions were inconclusive due to their relatively 
even distribution across the possible responses. The potential weaknesses 
cited by the DFE IGs were in (1) communication between the DFE agency 
head and the IG, (2) the ability of the DFE agency head to get the attention 
of the IG, (3) the timeliness of IG reporting, and (4) oversight coverage of 
the DFE agencies. 

We agree that if appropriate actions were not taken to mitigate potential 
weaknesses, consolidation could weaken (1) the ability of the DFE IGs to 
have day-to-day contact with senior DFE agency officials, (2) 
communication between the DFE head and the IG, (3) the ability of the 
DFE agency head to get the attention of the IG, (4) the knowledge of DFE 
agency missions, ( 5 ) the knowledge of DFE agency priorities, and (6) the 
resources to cover DFE issues. However, we believe that for the areas of 
potential weaknesses indicated by the IGs, proactive steps could be taken 
to reduce the related risks and mitigate their impact on IG effectiveness to 
an acceptable level. For example, where appropriate a consolidated IG 
could maintain onsite facilities at DFE agencies with one or more 
dedicated staff to foster day-to-day communication with agency officials 
and communication with the DFE head. To facilitate oversight planning 
and to provide adequate oversight coverage, the IGs could leverage the 
detailed knowledge of the DFE agencies' missions and priorities by 
obtaining information from existing DFE IG personnel. In addition, the 
current DFE IG staff would be available to provide the necessary 
information for the proper planning and oversight of the DFE agencies. An 
additional concern by the DFE IGs, the timeliness of reports, could be 
addressed by having the IG establish priorities for reports on selected DFE 
agency issues based on risk. Finally, if congressional attention were given 
to mitigating the potential weaknesses identified by the IG responses to our 
survey, consolidation wouldnot necessarily result in a loss of IG 
effectiveness in these areas. 
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For about 90 percent of the DFE IGs, many of their additional comments 
indicated concern about the potential loss of adequate audit coverage of 
the DFE agencies that could result from consolidation. About 28 percent of 
the Presidential IGs also had the view that audit coverage of the DFEs 
would be weakened. While there may be a fewer number of audits or even 
less coverage of those issues currently audited at the DFE agencies, the 
survey responses of the Presidential IGs indicate that coverage by a 
consolidated IG could address areas of higher risk, value, and priority, 
resulting in potentially a more efficient and effective use of overall IG 
resources. 

Strengthening the PCIE and The survey results indicate a general agreement among both the 
Presidential and DFE IGs that a statutory alternative to the PCIE and ECIE ECIE 
along with a specified funding source and stated roles and responsibilities 
would be beneficial. In our view, providing a statutory basis for the roles 
and responsibilities of IG councils would help ensure permanence of the 
councils and further enhance the appearance of the councils' 
independence. Further, if adequately funded the councils' capability to be 
more effective and proactive by taking on a broader scope and more 
sensitive issues would also be enhanced. In addition, the PCIE and ECIE or 
any alternative statutory council should have a mechanism in place that 
would ensure the coordination and sharing of information among these 
councils and other federal oversight organizations, including our office. 
This should include developing strategic and annual plans and addressing 
ongoing areas of mutual interest, such as methodologies, tools, and 
training. Through this increased coordination, the efficient and effective 
use of all federal oversight resources, as well as the overall effectiveness of 
the IGs, can be greatly enhanced. 

Agency Budgets as Criteria The Presidential and DFE IGs were in general agreement that the use of an 
agency budget threshold as sole criteriafor establishing IG offices would for ~ ~ t ~ b l i ~ h i ~ ~IG offices 
not be appropriate. In our view, the determination of whether an agency 
should have its own IG should be based on a range of issues to include 
(1)the nature of the agency, (2) the risk and value of the agency's 
operations and activities, (3) the significance of the financial amounts 
involved, and (4) critical mass and economies of scale considerations. 
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Approaches to IG 
Conversion and 
Consolidation 

Options for Conversion 

As you requested, we are providing a discussion on conversion and 
consolidation options. Specific conversions, consolidations, and changes 
to the structure of the IG community should be a process of continuing 
dialogue among the PCIE, ECIE, affected agencies, and the Congress. We 
do not believe the wholesale conversion of all DFE IGs to Presidential 
appointment with Senate confirmation would be beneficial, nor do we 
believe that all DFE IGs should be consolidated with Presidential IGs. For 
example, we do not include the Government Printing Office (GPO) IG as an 
option for consolidation because it is a legislative branch office and 
therefore not a candidate for either conversion or consolidation with an 
executive branch office. Various approaches exist to reorganize the IGs 
based on the resulting effectiveness of conversion and consolidation. The 
following options are intended to foster discussion among interested 
parties should the Congress decide to pursue such changes, and are not 
specifically recommended for implementation without consideration of 
input from the affected agencies, the IGs, congressional committees, and 
other interested parties. 

In terms of budget size, the DFE IGs at the US. Postal Service (USPS), 
National Science Foundation (NSF), Amtrak, Federal Reserve Board 
(FRB), and GPO have staff and budgets comparable to Presidential IGs, 
and, in the case of USPS, much larger than most Presidential IGs. On that 
basis, these IGs could be considered for conversion to  appointment by the 
President with Senate confirmation with the exception of the GPO IG, 
which is a legislative branch office and therefore not a candidate for 
conversion or consolidation. Specifically, the USPS IG was the fifth largest 
IG office in terms of all fiscal year 2000 IG budget resources. The NSF IG 
had fiscal year 2000 budget resources that were larger than two 
Presidential IGs. Also, while the Amtrak IG has budget resources 
comparable to some Presidential IGs, the oversight of Amtrak is closely 
related to the work of the Department of Transportation (DOT) IG. 
Moreover, the DOT IG currently provides some oversight of various Amtrak 
programs. Therefore, the consolidation of the Amtrak IG with the DOT IG 
could be considered, rather than conversion to Presidential appointment 
with Senate confirmation. 

Assuming that USPS, NSF, and FRB IGs were converted to Presidential 
appointment, the Amtrak IG were consolidated with the DOT IG, and the 
GPO IG had no changes, the remaining 23 DFE IGs had total fiscal year 
2000 budgets of about $21 million, or about 1percent of all IG budgets, and 
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Illustrative Potential Option 
for Consolidation 

Matters for 
Congressional 
Consideration 

total staff of about 172. Staff sizes at these remaining 23 DFE IGs ranged 
from a low of one at the Federal Labor Relations Authority IG to a high of 
20 at the Smithsonian Institution IG. Therefore, we do not view these 
remaining 23 IGs, 17 of which had less than 10 full time equivalent staff, as 
candidates for conversion. 

Presented in appendix I1 is one option for consolidating the Amtrak and 
DOT IGs and many of the remaining 23 IGs with other Presidential IG 
offices if the USPS, NSF, and FRB IGs were converted to Presidential 
appointment and the GPO IG remained the same. This option indicates 
how agency missions may suggest consolidation of DFE IGs with 
Presidential IGs to provide oversight of DFE agencies. For example, the 
consolidation of the IGs at the Legal Services Corporation, Equal 
Employment Opportunity Commission, and the Federal Trade Commission 
with the Department of Justice IG would bring together those DFE IGs with 
a Presidential IG to address law enforcement and legal issues. In another 
example, the consolidation of IGs at Amtrak and the Federal Maritime 
Commission with the Department of Transportation IG would combine 
those IG offices that focus on transportation-related issues. 

Our survey results didnot provide a clear cut agreement from the 
combined IGs' responses regarding the impact of conversion and 
consolidation on the effectiveness of DFE IG offices. However, the 
Presidential IGs did indicate that elements of effectiveness could be 
strengthened and we generally agree. In our view, the conversion and 
consolidation of selected DFE IG offices would, if implemented properly, 
serve to enhance the overall independence, economy, efficiency, and 
effectiveness of the IG community. Therefore, based on these IG responses 
and our views, we are providing the following matters for congressional 
consideration intended as a starting point for a dialogue among the PCIE, 
the ECIE, the affected agencies, and the Congress. These matters are that 
the Congress consider 

(1) amending the IG Act to elevate the IGs at USPS, NSF, and FRB to 
Presidential status, 

(2) amending the IG Act to consolidate DFE IGs with Presidential IGs 
based on related agency missions or where potential benefits to IG 
effectiveness can be shown, and 
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Agency Comments and 
Our Response 

(3) establishing an IG council by statute that includes stated roles and 
responsibilities, designated funding sources, and provisions for the 
coordination of annual, strategic, and ongoing plans with other federal 
oversight organizations, such as our office. 

We received comments on a draft of this report from the PCIE and ECIE, 
both of which had consolidated comments from the responding IGs within 
their respective councils. Similar to the survey results discussed in the 
body of this report, there was a clear &vergenee in views between the 
comments received from the Presidential IGs in the PCIE's response and 
the DFE IGs in the ECIE's response. The difference is not surprising given 
the potential impact of consolidating the DFE IGs with the Presidentially 
appointed IGs compared to the related interests of the two groups of IGs. 
We believe that this difference in perspective between the two groups of 
IGs, more than any other factor, helps to explain the significant &vergenee 
in the responses to the survey as well as in the comments on our draft 
report. The PCIE and ECIE IGs' comments also included technical changes 
that have been incorporated in our report. 

The consolidated PCIE response did not take exception to the information 
or conclusions presented in our draft report. The response specifically 
stated that none of the PCIE IGs objected to our conclusion that 
establishing an IG council by statute with defined roles and designated 
funding sources could strengthen the effectiveness of these councils and 
points out that in July 2000 the Vice Chair of the PCIE testified in support of 
legislation to codify the PCIE and ECIE. 

According to the PCIE comment letter, of the 25 IGs responding to the 
request for input to the PCIE response, 16hadno comments. The 
remaining nine Presidential IGs discussed issues of concern or technical 
corrections, with eight IGs commenting on the depth with which our report 
discusses certain implementation issues surrounding consolidation or 
conversion. Among the implementation issues discussed by the 
Presidential IGs are funding, staffresources, areas of expertise, and criteria 
for consolidation. One particular implementation issue involved an IG 
office being subject to supervision by more than one agency head, 
assuming that a consolidation initiative would be approached from a 
functional perspective, such as having one IG provide audit services for all 
grant-making agencies. 
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We understand and appreciate the desire for additional detail on how any 
such changes or realignments might be accomplished. Likewise, we fully 
agree that the implementation issues raised by the Presidential IGs would 
be key to the success and effectiveness of such an endeavor. In this regard, 
it was not our objective to identify or recommend a specific strategy or 
approach for accomplishing this. As stated in our report, any specific 
conversions, consolidations, and changes to the structure of the IG 
community should be aprocess of continuing dialogue among the PCIE, 
ECIE, affected agencies, and the Congress. 

Clearly, various approaches exist to reorganize the IGs based on the 
resulting effectiveness of conversion or consolidation. The scenarios we 
offer are intended to foster discussion among interested parties should the 
Congress decide to purse such changes, and are not specifically 
recommended for implementation without consideration of input from the 
affected agencies, the IGs, congressional committees, and other interested 
parties. 

In contrast with the PCIE's general agreement with our report, the ECIE 
raised broad concerns with our report conclusions and methodology. 
Specifically, the ECIE stated its belief that (1) our report draws conclusions 
that are inconsistent with the preponderance of the survey responses and 
lacks supporting evidence, (2) the consolidation of IG offices presents 
certain implementation problems, and (3) the effect of recent revisions to 
auditor independence standards after our survey was conducted could 
have changed the survey results. In addition, the ECIE cited a prior GAO 
survey of IGs where the IGs indicated that they had the resources and 
expertise necessary to carry out their responsibilities. 

Specifically, in commenting on our survey results, the ECIE stated that, 
"The DFE IGs do not believe the report shows that the IG structure created 
by the IG Act and 1988 amendments is broken and in need of a 'fix' as 
complex and substantive as consolidation." Our report does not include, 
nor was it the objective of our survey, to identify problems that must be 
corrected in order for DFE IGs to be effective. As clearly stated in our 
report, the objective of our survey was to obtain the views of the IGs on 
how independence, quality of work, and use of resources might be affected 
by conversion or consolidation of DFE IGs with Presidentially appointed 
IGs. 

The ECIE also commented that, "GAO draws conclusions that are 
inconsistent with the preponderance of the survey responses." As a basis 
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for this comment, the ECIE recast the results of our survey without 
distinguishing between the Presidential IGs and the DFE IGs, and also 
combined the "no impact" responses with the "weakened responses. The 
ECIE's recasting of the survey results by combining all the IG responses is 
inappropriate given the widely differing perspectives and interests between 
the Presidential IGs and the DFE IGs, which are clearly demonstrated by 
the survey results. It is misleading to disregard these differences by relying 
on a simple majority of responses when analyzing the survey results. To do 
so would have resulted in a report that lacks contextual sophistication and 
that would have been of little value to the Congress and other readers. 
Instead, we provided a more detailed analysis of survey responses by 
Presidential IG and DFE IG categories that clearly showed where 
differences and a lack of consensus exist. In addition, to provide a 
balanced, objective analysis, we showed the IGs' "no impact" responses as 
a separate categoly. By their separate definitions, it is inappropriate to 
combine the "no impact" responses with either the "strengthened or 
"weakened responses for purposes of analyzing or presenting the survey 
results. Finally, due to the widely &vergent views of the ECIE and PCIE 
IGs, we chose to add our own views on the potential impact of conversion 
and consolidation, which represent our independent, objective and 
professional opinion on these matters. 

In comments about the implementation of IG consolidation, the ECIE 
states that "GAO's proposed consolidation scenarios are overly simplistic 
given the diverse missions of the agencies involved; the various types of 
funding, administrative, and personnel authorities and practices; the 
differences in congressional oversight and appropriations processes; and 
the separate governance and oversight structures of the regulatory entities, 
state andlor federal commissions, independent corporations and boards, 
andunique agencies that comprise the DFE IG agencies." The options 
presented in our report are intended to illustrate several possible ways of 
conversion and consolidation of specific IG offices. As mentioned 
previously, our report clearly states that any specific conversions or 
consolidations of IG offices should be a process of continuing dialogue 
among the PCIE, ECIE, affected agencies, and Congress. For instance, the 
examples of possible IG consolidations provided by our report are intended 
as a starting point for discussions on where the most appropriate 
consolidations might occur and are based on similarities in the basic 
missions of the agencies. We fully agree that other options for conversions 
andconsolidations may be appropriate in that the missions of all the IGs as 
defined by the IG Act are the same regardless of their agencies' missions. 
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Regarding the implementation of IG consolidations, the ECIE's comments 
state that: "The DFE IGs also emphasized that consolidation sacrifices 
providing a local preventive presence, oversight, and focus at individual 
agencies or entities in favor of potentially fragmenting the attention of a 
larger IG office across a broad and &verse spectrum of programs and 
operations." The ECIE further points out that ". . . legitimate questions 
could be raised regarding whether priorities at the DFE agencies would be 
considered "areas of greatest value and risk. . ." and " . . . consolidation 
would probably result in fewer resources to cover DFE agencies." 

These examples of possible negative impact resulting from consolidation 
provided by the ECIE's comments are clearly identified in our draft report, 
which concludes that these weaknesses would need to be mitigated for the 
benefits of consolidation to be fully realized. Our report also states that 
these weaknesses can be mitigated by providing an IG presence at each 
DFE agency, using the expertise of current IG staff for planning required 
oversight, and by providing adequate audit coverage. Our report concludes 
that consolidation could strengthen the ability of IGs to  improve the 
allocation of human and financial resources within their offices and to 
attract and retain a work€orce with the talents, multidisciplinary 
knowledge, and up-to-date skills to ensure that the IG office is equipped to 
achieve its mission. DFE IG offices are generally very small - 11have 5 or 
fewer staff- compared to the Presidential IG offices where 23 have over 100 
staff. Basically, for the vast majority of DFE IG offices, consolidation is not 
only a means to achieve economies of scale and greater independence but, 
more importantly, a way to provide an enhanced critical mass and range of 
skills, particularly given the rapidly evolving emergence of technology and 
the ever-increasing need for technical staff with specialized skills. 
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Regarding the potential impact of recent changes in standards" for auditor 
independence on our survey results, the ECIE states that "The DFE IGs 
strongly believe that, contrary to GAO's assertion in the report, the survey 
results may have been materially affected by this amendment. The revised 
standards, for the first time, recognize specifically that Presidential 
appointment with Senate confirmation is but one way of achieving 
organizational independence and that other organizational structures can 
provide independence if a detailed list of safeguards are met." We disagree 
with the implication of the DFE IGs' comments that the revised auditor 
independence standard12 may have materially affected our survey results. 
Under Government Auditing Standards, which are issued by the 
Comptroller General, the DFE IGs were previously recognized as being 
independent. What the new standard does is to more fully articulate the 
rationale for this recognition by explicitly stating the criteria that is used in 
the independence provisions of the IG Act. The DFE IGs have been 
considered independent under Government Auditing Standards since they 
were established by the 1988IG Act amendments. Therefore, the 
independence of the DFE IGs both before and after the revised standards is 
the same. Moreover, the survey questions focused on the relative impact of 
conversion and consolidation on IG independence, which are valid 
questions regardless of the revised standards. 

Finally, the ECIE's comments cited a prior GAO report13 which concluded 
that ". . . the IGs' work covers a broad spectrum of agency programs and 
operations and, in general, the IGs indicated that they have the expertise 
and resources necessary to assemble the teams of staff needed to perform 
the major types of work for which they are responsible." The ECIE also 
noted that this previous report also indicated that "IGs have the capability 
to obtain contractors or consultants, as needed, to provide supplementary 
expertise in certain areas." In this regard, our prior report and our current 
report need to be considered within the context of their different purposes, 
scope, and objectives, the major difference being that the objectives of our 
prior report did not extend to obtaining and analyzing the IGs' views as to 

"U.S. General Accounting Office, Government Aud i t ing  Standards, 1994 revision, as 
amended. 

l3 U.S. General Accounting Office, Inspectors General: Information o n  Operational and 
Staffing Issues, GAOIAIMD-9S-29, (Washington, D.C.: Jan 4, 1999). 
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whether the ability to obtain necessary resources could be strengthened or 
weakened by the conversion or consolidation of DFE IGs and Presidential 
IGs. The survey responses of the Presidential IGs point to a significant 
difference in the inherent ability of a large audit organization versus a very 
small organization to address the need for specialized expertise and skills, 
which is our view as well. 

As agreed with your office, unless you announce its contents earlier, we 
plan no further distribution of this report until 30 days after its issuance 
date. At that time, we will send copies to the Ranking Minority Member of 
the House Committee on Government Reform, the Chairman and Ranking 
Member of the Senate Committee on Governmental Affairs, the Deputy 
Director for Management of the Office of Management and Budget, and the 
federal offices of inspectors general. After our final distribution this report 
will be available at no charge on the GAO Web site at http://www.gao.gov. 
If you have any questions or would like to discuss this report, please 
contact Jeanette M. Franzel, Director, at (202) 512 9471, or by e-mail at 
franzelj@gao.gov; or Jackson Hufnagle, Assistant Director, at (202) 512 
9470, or by e-mail at h " ' '@gao.gov. 

Sincerely yours, 

David M. Walker 
Comptroller General 
of the United States 
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Summary of IG Survey Responses Regarding 
 
Conversion and Consolidation 

Summary of survey responses with GAO views 

IG effectiveness 
cateaorv Elements of IG effectiveness Presidential lGs DFE IGs GAO 

1. IG independence Independence resulting from conversion Strengthened No impact Strengthened 
Consolidation 

2. Actual indeDendenCe Strenathened No i m ~ a c t  Strenathened 

3 Appearance ol naepenaence Slrenglnenea h o  mpacl Slrenglnenea 

4 G qua ly ol worn Ao ly lo ss-e nara-n I!ng reporls Slrenglnenea h o  mpacl Slrenglnenea 

5. Ability to review issues crossing DFEs Strengthened No impact Strengthened 

6. Attention to IG recommendations Strengthened No impact Strengthened 

7. Ability to audit issues of high risk Strengthened No impact Strengthened 

8. Abilitv to uniformlv measure ~erformance No i m ~ a c t  No i m ~ a c t  No i m ~ a c t  

9. Day-to-day contact with DFE officials Weakened Weakened Weakened 

10. Communication - DFE head and the IG Inconclusive" Weakened Weakened 

11. Ability of DFE head get attention of the IG lnconclusivea Weakened Weakened 

12. Presence of IG as a prevention measure Strengthened Weakened No impact 

13. Knowledge of DFE missions Weakened Weakened Weakened 

14. Knowledge of DFE priorities and issues Weakened Weakened Weakened 

15. Planning for IG oversight Strengthened Weakened Strengthened 

16. Timeliness of reports lnconclusivea Weakened No impact 

17. Oversiaht coveraae of the DFEs lnconclusivea Weakened NO i m ~ a c t  

20. Ability to absorb resource reductions Strengthened Inconclusive" Strengthened 

21. Resources for investigative coverage Strengthened Weakened Strengthened 

22. Ability to minimize audit duplication Strengthened No impact Strengthened 

23. Quality of audit training No impact No impact No impact 

24. Abilitv share methods Strenathened No i m ~ a c t  Strenathened 

25 Ao ly lo snare lecnno ogy spec a SIS Slrenglnenea h o  mpacl Slrenglnenea 

26 Ell c en! -se ol n-man cap la  sn s Slrenglnenea h o  mpacl Slrenglnenea 

27. Availability of adequate resources Strengthened Weakened Strengthened 

28. Resources to cover DFE issues Weakened Weakened Weakened 

"The IG responses were generally evenly divided among possible answers 
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Potential IG Consolidations and Related 
 
Agency Missions 

Illustrative examples of agencies 
that could consolidate IG 
oversight 

Department of Agriculture 

Farm Credit Administration 

Department of Commerce 

Federal Communications 
Commission 

Primary agency missions 

Enhance the quality of life by supporting the 
production of agriculture. 

Promote a safe and sound competitive Farm Credit 
System. 

Promote job creation, economic growth, and sustain 
development and improved living standards. 

Regulation of communications by radio, television, 
mire satellite, and cable. 

Corporal on lor P-o c Broaacasl ng Prov ae granls lo qua Iea pub c lelei son ana raa o 

Appalachian Regional Commission 

U.S. International Trade 
Commission 

Consumer Product Safety 
Commission 

Department of Housing and 
Urban Development 

Federal Housing Finance Board 

Department of Justice 

Legal Services Corporation 

Equal Employment Opportunity 
Commission 

Federal Trade Commission 

Department of the Treasury 

Securities and Exchange 
Commission 

Commodity Futures Trading 
Commission 

Federal Deposit Insurance 
Corporation 

slal ons lo oe -sea pr mar y. lor proqram proa-cl on . . 
or acquisition. 

Support economic and social development in the 
Appalachian region. 

Administer U.S. trade laws and provide information 
on trade matters. 

Reduce the risk of injuries and deaths from 
consumer products. 

Promote a decent, safe, and sanitary home and 
living environment for all. 

Regulate banks that help finance community 
development needs. 

Enforcement of laws in the public interest. 

Ensure equal access to justice under the law. 

Enforce federal statutes prohibiting discrimination. 

Prevent monopolies, restraints, and unfair and 
deceptive practices that affect free enterprise. 

Responsible for financial, economic, and tax policy, 
as well as financial law enforcement and the 
manufacturing of coins and currency. 

Administer federal securities laws that seek to 
provide protection for investors, to ensure that 
securities markets are fair and honest, and to 
provide the means to enforce securities laws 
through sanctions. 

Protect market participants against manipulation, 
abusive trade practices, and fraud. 

Contribute to the stability of and confidence in the 
nation's financial system. 
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Appendix I1 
Potential IG Consolidations and Related 
Agency Missions 

(Continued From Previous Page) 

Illustrative examples of agencies 
that could consolidate IG 
oversight 

National Credit Union 
Administration 

General Services Administration 

Smithsonian Institution 

National Archives and Records 
Administration 

National Endowment for the Arts 

National Endowment for the 
Humanities 

Federal Election Commission 

Department of Labor 

Federal Labor Relations Authority 

National Labor Relations Board 

Pension Benefit Guaranty 
Corporation 

De~artmentof State 

Peace Corps 

Department of Transportation 

Amtrak 

Federal Maritime Commission 

DFE IG offices for possible 
conversion 

United States Postal Service 

National Science Foundation 

Government Printing Office 
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Primary agency missions 

Regulate and insure federal credit unions and insure 
state-chartered credit unions. 

Provide quality services, space, and products at 
competitive cost to enablefederal employees to 
accomplish their missions. 

Hold artifacts and specimens for the increase and 
diffusion of knowledge. 

Preserve the nation's historv bv overseeina and , , 
managing federal records. 

h-rl-re n-man creal v ly ana losler apprec a! on ol 
ar! SI c accomp snmenls 

S-pporl researcn ea-cal on ana p-o c programs n 
the humanities 

Disclose camDaian finance information, enforce 
provisions of the Federal Campaign Act, and 
oversee public fundina of Presidential Elections -
Foster, promote, and develop the welfare of U.S. 
wage earners. 

Provide leadership and resolve disputes relating to 
federal labor-management. 

Enforce the laws governing relations between 
unions and employees. 

Encourage the growth and operations of defined 
benefit pinsionplans. 

Promote U.S. interests and the President's foreian 
policy in shaping afree, secure, and prosperous 
world. 

Promote world peace and friendship. 

Develop policies for the national transportation 
system with regard for need, the environment, and 
nal ona aelense 

Deie op moaern ra serv ce n meel ng nler-c l y  
passenger transportation needs. 

Regulate shipping in foreign U.S. trade. 

Appointment by the President. 

Amointment bv the President. 

Legislative branch agency 
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Designated Federal Entity Inspectors General: 
 
Fiscal Year 2000 Budgets and Full-time 
Equivalents (FTEs) 

DFE lGs Budgets Total FTEs 

1 United States Postal Service" $72,000,000 629 

2 Amtrak 6,300,000 64 

3 National Science Foundation 5,450,000 50 

4 Federal Reserve Board 3,312,661 29 

5 Government Printing Office 3,198,555 27 

6 Pension Benefit Guaranty Corporation 2,512,000 13 

7 Legal Services Corporationb 2,300,000 17 

8 Smithsonian Institution" 1,844,000 20 

9 Peace Corps 1,678,400 15 

10 Securities and Exchange Commission 1,416,200 9 

11 National Archives and Records Administration 1,170,000 12.5 

12 Federal Communications Commission 1,128,000 8 

13 Equal Employment Opportunity Commission 1,086,662 11 

14 National Credit Union Administration 1,050,883 7 

15 Farm Credit Administration 802,852 4.8 

16 National Labor Relations Board 775,800 7 

17 Corporation for Public Broadcasting 715,000 8.5 

18 Federal Trade Commission 607,500 5 

19 Commodity Futures Trading Commission 474,000 4 

20 Federal Housing Finance Board 473,475 5 

21 Appalachian Regional Commission 468,000 3 

22 National Endowment for the Humanities 449,000 5 

23 United States International Trade Commission" 383,000 3.5 

24 National Endowment for the Arts 365,000 4 

25 Federal Election Commission 348,773 

26 Federal Maritime Commission 345,000 

27 Federal Labor Relations Authority 214,000 

28 Consumer Product Safety Commission 187,000 

DFE IG totals $1 11,055,761 

"Estimates provided by the EClE. 

on board. 

"Includes $419.000 in nonappropriated funds. 

Source: As reported by the DFE IGs. 
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Inspectors General Appointed by the 
 
President: Fiscal Year 2000 Budgets and F'ull- 
 
time Equivalents (FTEs) 

Fiscal year 2000" 

DepartmentsIagencies IGs Budgets FTEs 

Department of Health and Human Servicesb $208,000,000 1,432 

Department of Defense 137,000,000 1,212 

Treasury's IG for Tax Administration 114,000,000 1,020 

Department of Housing and Urban Development 83,000,000 705 

Department of Agriculture 68,000,000 753 

Social Security Administration 66,000,000 536 

Department of Labor 52,000,000 428 

Department of Justice 51,000,000 380 

Department of Transportation 48,000,000 455 

Department of Veterans Affairs 46,000,000 384 

Environmental Protection Agency 43,000,000 374 

Department of Education 34,000,000 285 

Federal Deposit Insurance Corporation 34,000,000 231 

General Services Administration 33,000,000 297 

Department of the Treasury 31,000,000 282 

Department of Energy 30,000,000 265 

Department of the Interior 29,000,000 265 

Department of State 27,000,000 277 

Agency for International Development 25,000,000 I65 

Department of Commerce 20,000,000 200 

National Aeronautics and Space Administration 20,000,000 210 

Office of Personnel Management 11,000,000 107 

Small Business Administration 11,000,000 117 

Federal Emergency Management Agency 8,000,000 80 

Tennessee Valley Authority" 7,154,000 74 

Nuclear Regulatory Commission 6,000,000 44 

Railroad Retirement Board 5,000,000 58 

Corporation for National Service 4,000,000 18 

Central Intelligence Agency nad nad 

Totals $1,251,154,000 10,654 

"Budget authority and FTE estimates from the Fiscal Year2001 Presidenf's Budget. 

blncludes budget authority of $155 million to combat Medicare fraud. 

"Tennessee Valley Authority IG to be appointed by the President under Public Law 106-422. 

Qudget and FTE information not available. 
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Presidential IGs with Five Comparable DFE 

IGs: Fiscal Year 2000 Budgets 

Departmentlagency IGs Fiscal year 2000" budgets 

Department of Health and Human Servicesb $208,000,000 

Department of Defense 137,000,000 

Treasury's IG for Tax Administration 114,000,000 

Department of Housing and Urban Development 83,000,000 

United States Postal ServiceC 72,000,000 

Department of Agriculture 68,000,000 

Social Security Administration 66,000,000 

Department of Labor 52,000,000 

Department of Justice 51,000,000 

Department of Transportation 48,000,000 

Department of Veterans Affairs 46,000,000 

Environmental Protection Agency 43,000,000 

Department of Education 34,000,000 

Federal Deposit Insurance Corporation 34,000,000 

General Services Administration 33,000,000 

Department of the Treasury 31,000,000 

Department of Energy 30,000,000 

Department of the Interior 29,000,000 

Department of State 27,000,000 

Agency for International Development 25,000,000 

Department of Commerce 20,000,000 

National Aeronautics and Space Administration 20,000,000 

Office of Personnel Management 11,000,000 

Small Business Administration 11,000,000 

Federal Emergency Management Agency 8,000,000 

Tennessee Valley Authorityd 7,154,000 

Amtrake 6,300,000 

Nuclear Regulatory Commission 6,000,000 

National Science Foundatione 5,450,000 

Railroad Retirement Board 5,000,000 

Corporation for National Service 4,000,000 

Central Intelligence Agency naf 

Federal Reserve Board" 3,312,661 

Government Printing Officee 3,198,555 

Totals $1,341,415,216 
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"Budget authority estimates from the Fiscal Year2001 Presidenf'sBudget. 

%eludes budget authority of $155 million to combat Medicare fraud. 

"Information supplied by the EClE. 

dTennessee Valley Authority IG to be appointed by the President under Public Law 106-4'22. 

'Information provided by the IG. 

'Budget information not available. 
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Designated Federal Entities: Fiscal Year 2000 
 
Budgets with $134 Million Threshold 

Dollars in millions 
Fiscal year 2000 

Designated federal entities budgets' 

1 United States Postal Service $68,393 

2 Federal Communications Commission 6,795 

3 Tennessee Valley Authorityb 6,562 

4 National Science Foundation 4,085 

5 Amtrakc 2,771 

6 Pension Benefit Guaranty Corporation 2,510 

7 Government Printing Office 892 

8 National Credit Union Administration 823 

9 Smithsonian Institution 546 

10 Securities and Exchange Commission 378 

11 National Archives and Records Administration 34 1 

12 Corporation for Public Broadcasting 316 

13 Legal Services Corporation 305 

14 Equal Employment Opportunity Commission 284 

15 Peace Corps 249 

16 National Labor Relations Board 205 

17 Federal Reserve Board (operations) 200 

18 Federal Trade Commission I26  

19 National Endowment for the Humanities 118 

20 National Endowment for the Arts 102 

21 Appalachian Regional Commission 72 

22 Commodity Futures Trading Commission 63 

23 Consumer Product Safety Commission 52 

24 United States International Trade Commission 44 

25 Federal Election Commission 38 

26 Farm Credit Administration 36 

27 Federal Labor Relations Authority 24 

28 Federal Housing Finance Board 19 

29 Federal Maritime Commission 15 

Budget 
threshold 

Totals $96,364 

Note: $134 million is the present value of the $100 million threshold used by the Congress to establish 
IG offices in 1988. The present value is adjusted for inflation using the US. Department of Commerce. 
Bureau of Economic Analysis's Gross Domestic Product (GDP) Price Index. 

"Budget amounts are from the Fiscal Year 2002 Presidenf's Budget. 
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Designated Federal Entities: Fiscal Year 2000 
 
Budgets with $134 Million Threshold 

bTennessee Valley Authority IG to be appointed by the President under Public Law 106-4'22. 

"Amount provided by the IG. 
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Amendix VII 

Comments from the President's Council on 

Integrity and Efficiency 

. PRESIDENT'S COUNCIL on INTEGRITY & EFFICIENCY 

June 20,2002 

Ms. Jeanette M. Franzel 
Acting Director 
Financial Management and Assurance 
US. General Accounting Office 
Washington,D.C. 20548 

Dear Ms. Franzel: 

Thank you for the opportunity to comment on GAO's d d l report, Inspectors General; Issues 
Related to the Cmolidation of IG offices, regarding your survey on the potential impact of 
consolidatiouand other chanees to the offices of insoectors eeneral (OlGs). In your letter of. . 
May 23,21102. you requested-tlm the Prcs~Jcnt '~ and Eifir~cnry( K I F )~;unc)l~ n ' l n t c ~ n ; ~  
consol~datctrs commcnts Inlo a smglc response. As the PCIE Vice Chair, I ha\= collertrd the 
report comments from my colleagues and consolidated them below 

Overall, 25 of the 29 PCIE OIGs responded to the request for comments. Of the 25 responding, 
16OlGs did not have any comments on the report. The comments detailed below represent the 
issues, concerns, or technical corrections raised by the 9 010s responding with written 
comments. For "our convenience. we have oreanized our comments alone the three main issues 

~ ~~~ ~ 

of the rcpon+onsolidation cumunion of Jcwgn~tedfcdral e n t q  ( IWt)OIGs, slalutor, 
allvmrtwe lo the PCIE, and applmt~onof a budget level threshold. 

Consolidatioo/ConversionofDFE OIGs 

The PClE is primarily composed of the 29 Inspectors General (IGs)who are appointed by the 
Resident and confirmed bv the Senate. These IGs are referred to as PAS IGs. The other 28 
federal ICs arc appointed by thcir agency head and are r e f m d  la as DFt IGs As discussed in 
the draft rcpon, the PAS IGs generally rr'spondcd that mdcpendcnce. quality. and use of 
resources could be strengthened by conversion or consolidation. We did not receive any 
additional comments onthis matt& durine the comment oeriod of this draA mor t .  ow ever.-
eight of the IGs offering written comments expressed concern that significant issues surrounding 
consolidationwere not more thoroughly explored and addressed in the report. 

These issues included fundine and s t f i n e  resources..oreanizatianal suoenrision. indeaendence.-

sreas of vxpertisu, and . ~ t e r i ifur uunwll~atmn. Sever4 of the OIGs n k d  th3t iny  h'enefirsthkt 
consolidotion could potentially pro\lde uould he lo51i f t h e r  wues were nor appropriately 
addressed. 

Nearly all the OIGs pmviJmg witten comments exprcsxd concern about how the funding and 
staffing mues would be rrwlvrd. One 01G pamted out the inherent complications of being 
under the general supervisionof more than &e agency head. Another OIG commentedthai 
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w h h  the repon notes d~flerences between the PAS and DFF 1Gs o ~ c r  thc wue ot indepcndcnce, 
11 docs not pro! ~ d c  an) analys~c or follow-up mterweus lo determme why the dwergence of 
opinions exist, 

Several of the OlGs offering lhcir cumments suggested hat thc repon should nole other 
consoltdanon options and con~ohdanon cntcna to bmaJn  the dwuision and highlight the 
issues needine attention. For examole. the General Services Adminishation OIG minted out that 
the benefits alfconsolidation might best be achieved by consolidating OlGs from agencies with 
similarresponsibilities and expertise (is., grant-making agencies with other grant-making 
agencies). The U.S. Agency for International Development (AID) OIG noted that because the 
Peace Corps has a similar mission and field operations structure and comes under the jurisdiction 
of the same congressional committees as AID, such criteria should be considered when 
evaluating consolidation decisions. 

Statutory Alternative to the PCIE 

Two OlGs specifically concurred with the GAO's conclusion that estlblishing an IG council by 
statute with defined roles and desienated fundine sources could stren@hen the effectiveness of 
these rounc1l5. None "ithe PCIEOIG~expressed ;oncern about lhrs-conclusion or GAO's 
uflming this issue as a matter oiconvderat~on by the Congress. In July ?0110.1 testified, in my 
capacit! as I ~ L .PCIE VICC Char, in suppon of cuditjmg the two counvils. 

Application of a Budget-Level Threshold 

None of the PCIE members specifically commented on this issue. 

Technical Comments 

One OIG raised a concern about the report presentation and suggested a reordering of the report 
Saecificallv. the OIG advised ~reseotine a more detsiled examination of the issues and ~. ,. 
legislatwe proposals first and then use the survey ar an appnd~x  lo ,how the d~verycncc of 
views in the OIG communq. Addmonal techn~cal rornmmL\ are mclosnl. 

On behalf of the PCIE, I appreciate the opportunity to share our comments on this report. Please 
contact me at (202) 416-2026, ifyou have any questions or need additional information. kBL 
Gaston L. i mi ,  Jr. 
Vice Chair 

Enclosure 

cc: PCIE Members 
Mr. Barry Snyder, EClE Vice Chair 

2 
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A m e n d i x  VIII 

Comments from the Executive Council on 
 
Integrity and Efficiency 

Executive Council on Integrity and Efficiency 

June 26,2002 

Ms.Jeanette M.Franzel 
Acting Director 
Financial Management and Assurance 
U.S.General Accounting Office 
441 G Street, NW 
Washington, DC 20548 

Dear Ms.Franzel: 

Thank you for the opponunity to rr~mmmt on the draft rcpon. I n p ~ r o r sGtnerol! Issues 
Xelurrdro rl* Co,~rul~durwn Your Ma! ?7.?002, tnnsm~ttal letter requcsu that oflG Ofic~, .~ .  
thc Vice Chair of the EILVU~IV~ Council on Inregrit) md  F.ftic~ency (ECE) incorporate 
cummenls from the co~ncil's In,pccsm Cicncrnl (IGs) Into a single EClE msponsc. Whilceach 
1G has a unique penpecllve on the draft mpon. lhls letter incorporates the gcncrd cammcnts and 
feedhack from twenty-six of the tucnty-c~phr EClE IGs rcwding the conclucions and matters - .  
for consideration pre&nted in GAO's &&report. 

The draft report essentially summarizes the responses to an opinion survey, conducted 
more than a year ago, regarding the potential impact of consolidation andother chanees to 
federal IGs. ~ u r v e i  o~inionswere obtained from twentv-eieht IGs who are anminted hv the . . , - . ~ . ~,~~ 

F'rcsident and conftrmcd h) the Senate (PAS Ki,) and 1ucnt)-el@l ICi- u ho am appomted by the 
agency heads i n  dcsignaed federal cn t~~es  (DFE IGs). The draft r c p n  also lnclullzs GAO's 
opinion regarding the issues surveyed 

O\erall. thc DFE 103 commenlcd that GAO's nnalysts and renulting concl~r~ons and 
uplnions arc not f ~ l l )  cupponed h) the &In gatheed. mcontrad~cturyin placcs. and arc 
insufficient given the importance of effective oversight of federal agencies' programs and 
operations. As such. the DFE IGs disawee with GAO that conversion of a few DFE IGs to PAS-~~~ ~~ ~~ 

IGS and, more imponantly, ronsolid&n of the majorit) of DFE IGs w~th PAS IGs. would m c  
lo funher cnhoncc the overall mdcpcndencc, efficiency, and effccu\cness of the IG comm~nity. 

The DFE IGs exmessed concern that GAO oroooses simificant and far-reachine chanees 
~ . . - -~ -~~ 

to the IG Act and to IG oryanizat~ons hmed largely on sdb~allvc rcsponscs to an opnon surve). 
without pruvidingcredible suppontng cwdence that mdicates changes to the current IG struct~re 
are rmly warranted Views of DFE agency management, customei, and stakeholders are 
missing, as is any supporting ana1ysi;of the resuis of DFE I G  operations over the past fifteen 
years. While a survey instrument can be a useful twl to gauge opinions and flag items for 
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iunhrr nnnl)scs, the DFE IGs commented that the dcslgn and vahdity o f  the survey instrument 
used on this rcvicw and the owrall sndy conrtruul war in3pumvnaa to s u m m  the t r ~ e  of cause 
and effect relationships and conclusionspresented. I n  addilbn,'~FEIGs &pressed cyncem that 
GAO did not independently verify the survey results or assess specific reasons for differences 
between the PAS and DFE IGs on key issues. Instead, GAO appears to give more credence to 
the responses of PAS IGs than to those of DFE IGs. even thoueh DFE IGs have the most direct 

~ ~ ~ ~ --..~ 
cxpcr~cncc u i th  the issues tha~ uerc sun.cyed. Ahscnt fdctual~revaluatirc inlomation 
regsrdmg the cx!stcn:e and magnitude o f  problems w ~ t h  the c u m t  smcture. the D W  lGs 
question whether conversion or consolidation would bring more cost-effective, value-added 10 
operations and results. 

The majority of the D F E  IGs commented that GAO draws conclusions that are inconsistent 
with the preponderance o f  the survev reswnses. For examole. GAO's conclusion that ".. . the

~~~ ~ ~. . ~ ~. . . . 
con\ers& hnd consoldxiun of elcctcd DFE I G  ohices uould sene tu funhercnhnnce the 
overall indcpendcnce. rlfic~enc). and effeul~veness of the IG community." is not supwned by 
the majority o f  I G  survey responses, regardless o f  t w  o f  I G  amointment. As shown in  the 
follouing t~b l r%,  the mapmy o i  IGs (50 percent or~more).uh i "  vieucJ in total. rcrpandcd that 
consol~dd~onwould waken or haw no impact on IG effccl~vcncss in tuen1)-two of thc turnt).. 
eight (ober 75 peccnt) 01C A W S  survc) elc.mcnls. panicularly tho* elemcnb in  the cuceoics 
o f  I G  quality o f  work and 10use ofresources. ~hema io r i t vof IGs exoressed their oo in i k  that . . , ~~~~ 

consoltdation would strengthen I G  cffect~vencss rn onl) three o f  the t;cntv-right suncy 
clemcnts: independence resulting from convcnlun to PAS IGs (53 per;ent), the appesmnn 
(cmphsis added) of lG  indepcndence at the DFEs (70 pcrccnt), and resources for mvcstienrive 
coverage (50 percent). 

The DFEIGs do not believe that the repon shows that the I G  structure created by the I G  
Act and 1988 amendments is broken and in  need of a "tix" as complex and substantive as 
consolidation. Almost all o f  the DFE 10s commented that GAO's amaosed consolidatinn , ~ ~ ~ - ~ ~ ~ ~

scenariosare nverl) simplistic glvcn thc d w n c  missions o f  the agcncm invol\cd. tne vuiinaus 
l y w  uf fundmg. administralivc, and personnel authontics and practicer: the d~ffercncer in 
congressional oversi~ht and au~m~r ia t i ons  orocesses: and the &oarate eovernance and o v e n i h t  . .  . 
slruilurcs of the ngilstory cnl!tlcs. SlJlc ankor fcdcral commls~luns, &pendent carporall& 
and boards. and untquc apenocs that compriw the DFE IG agcnccs. Tnc DFt l t i s  a l io 
emphasized that consolidation sacrifices providing 3 l r ra l  preventtve presence, o\crs~yhl, and 
focus at individual agencies or entities infavor oi~x)tentiallv fraementine the attentionof a 
l q c r  1G office acmis a broad dnd d#\enc spectrum of  pmgram;and o&dt~ons Funnermore. 
the proposed mmgatwn smtegter to overcome the def ic lenxs cleated ny nm\oltd.mon would 
ln the opmon o f  thc DFE IGs that commcnted, mdke the resdtmg Itioperat~ons less effic~ent 
and economical (maintaining a few staff at separate, multiple locationsjand would likely prove 
to be ineffective over time (DFE staff would lose their detailed knowledge base i f  they do not 
perfom ongoing work in the Dm). 

More specific comments are provided below in  alienment with the revon's context of 
~ndependcnci. q u ~ l ~ t j  o f  uork. and use of I(; rewurres -where appl~cahle: iiable al tmau\cs to 
convcrsmn or ronwl~dal innthat wannnt future consideration am presented. The Dm 1Gs do 
agree w l n  GAO that. "Any cpclfi.! ~.on\ersians or concohdxionsuf I G  offices should be n 
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process of continuing dialogue among the PCIE, ECIE, affected agencies, and the Congress." 
They also agree with GAO an providing a statutoty basis for the 1G councils and on not using 
budget information as the sole criteria for establishing I& in federal agencies. 

Independence 

In Ianuarv 2W2. subseauent to the survev wriod far this draft reoort. GAO issued .. . . 
~ovemmenr~ ; d i l i n ~~tondnids,Amendmenr No. 3, Independence. Under the revised standard, 
both PAS and DFE 10s are considered organizationally independent to report externally. This 
amendment to the standards clarified this issue, which heretofore had a degree of ambiguity 
given that the DFE IGs were established after GAO's last update of the independence provision 
in the standards. The DFE IGs strongly believe that, contrary to GAO's assertion in the report, 
the survey results may have been materially affected by this amendment. The revised standards. 
far the fint time, recomize scecificallv that presidential ao~ointment with Senate confirmation - . . 
is but one w.~) of x h i o  mg organ~rdttonlll independence and Ih31 other urganiz~ion~l  slrucwres 
c3n pmvide mdcpendenuc it d detailed lirl of saiegu;lrrls arc met. These safeguards match the 
pmvisions in the IG Act that cover all 10s. thus all can be considered to be o&anizationallv 

As shown in table 1 below, 53 pemnt ofthe 10s responded that converting DFE IGs to 
PAS 1Gs would strenethen indemndence. and 70 cercent IGs resoonded that consolidatine DFE 
IGs wlrh PAS IGs u&ld strengthen the appeamn'ce of indcpcndencc at the DFE IG. ~ h c &  
results could he considcrabl) d~ficrcnt now that the organizat~onnl independence definition has 
been clarified by the a u d ~  standards mxlrlon. It sho~ ld  be noted, houevur. tha less than hrlf (47 
percent) of those IGs that responded to the survey believed that consolidation would strengthen 
the IGs actual independence. 

Table 1: ECIE Analysis of IG Responses to GAO's Survey Regarding Independence 

SURVEY RESPONSES 

I C  
EFFECTIVENESS 
CATEGORY 

ELEMENTS OF 
I C  EFFECTIVENESS 

Streogthm 

No. 1Percent 

Weakem or 
No 1mp.d 

No. 1 Pcrant 

Nol Appllnblc 
01No Bnris To 

lodge 
No.lPereent 

Conversion 

1. lCIndspodence lndcpcrdcncc resultingfrom conna5mn 29 153 8 23 142% 315% 

I 
2.1 

Conrolidstian 
I 
l ~ c t u a lindependence 

I1 26147% 
I 
( 27149% 

I1 214% 

3.1 lAppcarannof independence 1 39130% 1 17130% 1 010% 

The DFE IGs commented that strengthening the appearance of D m  IG independence is 
desirable. but other alternatives should fint be considered before movine forward with 
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ltcm in thc~r agcnclcr' oudget subm~sstons or to submu lhclr rcqucrtr dlratly to OM8 andlor the 
Conpss rither than gang through the agcnc) rcvleu pruccs, Addttwnnl cantmls couldalso be 
implemented to further strengthen overall IG indewdence, regardless of the tme of 
a~iointment.These additional controls could inciude orovidine a statutorv &&ion that. . ,. 
rcmuvrl ol ;m IG I.;onl) for ruuse:clarifying the gcnerul supenis~on clause of the IG Act. 
pdtlcularly with re5pect to the salary adm~n~strallon of Itis; and establishmg term limits for IG 
positions. 

Quality of Work 

In this category, the DFE IGs commented that GAO draws conclusions that are largely 
contradicted by the survev response data when taken as a whole and reflect a bias toward 
consolidation.^^^ discussed &low, the DFE IG's analysis of the GAO survey data shows that in 
all but oneofthe foulteen elements in the 10 Quality of Work category, the majority of survey 
responses indicated that consolidation would weaken or have no impact an IG effectiveness 
~okever. GAO concludes that. "... consolidation could serve to stnnmhen the IG's abilitv to 
Issue had-hlttmp rcpons, to irrue repons on cmw-ogcnry issues, to get artenlion to their audit 
recommendeuons, and 11, address high risk and pnority dKaS because IGs of conoolid3ud officcs 
could use their broader range of resources in the context of a govemment-wide perspective rather 
than in the context of a single relatively small agency." 

DFE IGs emphasized that GAO draws these conclusions without providing evidence that 
DFE IGs have not issued so called hard-hittine re~orts. have not addressed hieh-risk areas of- .  
their agcncics. or have prowded recornmcndat~vn~ tu DtEaah.c.ncles that are going unheeded. 
Addillonally. In went years. DFE and PAS Iti, hare woikrJ tognher thnrugh the Preiident's 

on lntegnty and Eftiuiency (PCIE) and the CClE toeffectibcly andeffirwntl) ~ I d m sC o ~ n u l  . . 
cross-cuttine-or -eovemment-wide challenees in a varietv of areas. includine information -
technology. Jeh collection. rompltance and xrcountxhiltty, and financial rnanogement. The 
annml repon, A Pro~reerRepon m rhr I'r~sidwu.issued joinll) hy thc PClE and ECLE, not onl) 
highlirhts the wcomplishmentc of thc indlvidunl DFE and PAS IGs, bdt also focuses attention 
onc&s-cutting initiatives that the I G  community has addressed as a whole. 

DFE IGs' analysis shows that, i n  each of the areas cited in GAO's conclusions, the 
majority of 1Gs surveyed (50 percent or more) viewed the proposed consolidation as having no 
imoact uwn  the DFE 10s' aualitv of work or havine aneeative imoact (see table 2).. . . . -. - . . 
Funhcrmalr, owr 70 pcrccnt of 1Gs responded that eonsol~dalion uould wcnkcn or hsvc no 
impact on the working mlaionsh~p bctween the IGr and DFT agenc) heads. Borh thc PAS and 
the OFI: IOs ameed that day-to-d3, contact w~th DFEofficmls will bc dm~nishcd; knowlcd~e of 
aeencv missiois. miorities &d issues will be weaker: and most imwrtantlv. consolidation would 
pLhnhl) rerult m'fcuer resources to cover D E  agencm ~ccordingto t ic  DFt  IGs. lcg~ttmate 
qucitnons could be r o d  regardmg whether pnonues at the DFt. agenctes w o ~ l d  be con,~&red 
"areas of meatest value and r i s k "  to PAS IG; who are often stretching already scarce resources to 
cover high-dollar programs in cabinet level depmments, 

Page 77 GAO-02-575 I G  Consolidation and Related Issues 



Appendix VIII 
Comments from the Executive Council on 
Integrity and Efficiency 

Ms. Jeanette M. Franzcl 5 June 26,2002 

Table 2: EClE Analysis of IG Responses to GAO's Survey Regarding IG Quality of Work 

SURVEY RESPONSES 

IG Strengthen Weaken or Not Applieabk I I EFFECTIVENESS ELEMENTS OF 1 1 No 1nrp.et / Or No Basb To 1CATEGORY IG EFFECTIVENESS ' Y* 

6. Anention to IG rscommendationr 19134% 29 152% 8114% 
7. Ability to audit issues of high risk 21 138% 29 152% 6111% 
8. Abilily m uniformly measure performance 14 I 25% 29 152% 13123% 
9. Day-m-day eonracl with DFE officials 519% 45 180% 6111% 

10. Communication - DFE head and the IG 8114% 42- 175% 6111%
~ ~.. 

11. Ability of DFE h a d  get stlention of the 10 7 1 13% 43 1 U 8  6111% 
12. Presence of [Gas a prevention measure 13123% 3710696 6111% 
13. Knowledge of DFE missions 8 114% 451soSb 315% 
14. Knowledge of DFE prioritiesand issuer 8114% 45 1 80% 3 /55  
IS. Plannine for IG ovenieht 13123% 35 1 63% 

DFE IGs commented that, in considering the 1988 IG Act amendments. Congress studied 
issues such as independence, audit and investigative coverage, and the presence of an IG as a 
orevenlion measure. and ultimatelv decided to create the DFE IGs to address the need for 

oversiaht by the Canmess. the media. or the oubk.  Congress recoenized the value of an on-site 
IG as ;wslble ilctc&nt to polentlal fraud, waste. and ab& and ohjectivc ev31um~ol  lhe 
economy, efilr~ency, and cffecuvcncsr of programs and operattons in thew agenrieq. 

Use of IG Resources 

GAO concluded lhat consalidation would serve to strenethen the abilitv of IGs to imomve 
thc dlwduun of human and Flnunc~al resources wthm lhar ukc t ;  and tn al;rircl nnd rclaln n 
multl-dlwpllnwy workforce, evzn though the sune) ~ o u l l ,  and pa t  GAO work reflect a 
different conclusion. As shown in table 3 below, the majority of IGs responded that 
consolidation would strcnmhen the use of IG resources in iust one of the eleven elements in this -
Lalcgory -IWOUrcC9 for lnvcstvgmve cmcragc Funhemom, onl) I3 percent of IGs(both 
PAS and DFE)replwd lhat consol1d381on uould dlmgthcn resources tocover DFE ~ssuc,. and 
only 21 percent replied that the availability of adequate resources wauid be strengthened. On 
this latter issue. however. GAO concluded lhat consolidation would suenethen the availabilitv of 
adequate resources even though survey responses from thirty-six IGs (fourteen PAS IGs and 
twenty-two DFE 1Gs) expressed a different opinion. 
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Appendix VIII 
Comments from the Executive Council on 
Integrity and Efficiency 

Ms. Jeaneue M. Franzcl 6 June 26,2002 

Table 3: ECIE Analysis of IG Responses to GAO's Suwey Regarding IG Resources 

SURVEY RESPONSES 

IG Strengthen Wmken or Not Appliuhk 
EFFECTIVENESS ELEMENTS OF I No Impact Or No Bask ToICATEGORY IG EFFECTIVENESS .IudceI I I 1 

. . .  
23.1 l ~ u a l i t yof audit training I 13123% I 40171% 1 315% 
24.1 l~h i l i rvshare methods 1 221 39% 1 32151% 1 214%~ ~- - ~ ~ - 

25. l ~ b i l i ~0 share technology spcialism I 26146% 1 28lSOlb 1 214% 

DFE IGs referred to a 1999 repon, Inspectors Gmerol: Information on Operolioml and 
Staffing issues (GAOlALMD99-29). where GAO reported that the IGs' work covers a broad 
spechum of agency programs and operations and, in general, the IGs indicated that they have the 
expertise and resources necessary to assemble the teams of staff needed to perfom the major 
types of work for which Ihey are responsible. The repolt also indicated that IGs have Ihe 
capability to obtain contracton or consultants, as needed, to pmvide supplementary expertise in 
certain areas. According to the repon, the DFE IGs use contractors and/or consultants primarily 
for financial statement audits and, to a lesser extent, for computer security, other information 
technolonv work.and sratistical analvses. DFE IGs commented that alternatives to consolidation -. 

cuch us use of consullanrs and memorund3 of undenlandmg w ~ h  otner IGs lhst hmc 
developed rpec~alued experme -have k e n  used sdz~essfully in the past lo augmcnt warre 
resources and may offer a way to further strengthen use of resources acmss all IGs 

Agaln, the DFE IGs apprcc~atc the opportunny lo comment on thls draft repon Pleax 
contact mc at (2021972-5003 11 you haw any qucslmr ooncemlng thew-cummcntr 

Vice Chair 
Executive Council on Integrity andEfficiency 

cc: ECIE Members 
Mr. Gaston Gianni, PCIE Vice Chair 
Ms. Karen Shaffer, OMB PCWECIE Liaison 
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Efficiency and Financial Management, 
Committee on Government Reform, 
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Why GAO Did This Study 
On the 25th anniversary of passage 
of the Inspector General (IG) Act, 
the Subcommittee sought GAO's 
views on the role of the IGs in 
providing independent oversight 
within federal agencies and to 
discuss the new and continuing 
challenges faced by government 
performance and accountability 
professionals. 

In order to enhance the 
effectiveness of federal 
accountability professionals, 
Congress may wish to consider 
establishing, through statute, a 
small group of designated federal 
accountability officials, such as 
representatives from GAO and IG 
councils, to develop and implement 
a periodic strategic planning and 
ongoing coordination process for 
the manner in which GAO and IG 
work will be focused to provide 
oversight to high-risk areas and 
significant management challenges 
across government, while 
leveraging each other's work and 
minimizing duplication. 

Congress may also want to 
consider enacting legislation 
making agencies responsible for 
paying the cost of their financial 
statement audits. 

Congress may also wish to 
consider restructuring the IGs, 
which would include elevating 
certain IGs to presidential 
appointment and consolidating 
specific IG offices where benefits 
can be shown. 
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above. For more ~nformat~on, contact 
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INSPECTORS GENERAL 

Enhancing Federal Accountability 

What GAO Found 
The IGs have made a significant difference in federal performance and 
accountability during the past 25 years as indicated by their reports of 
billions of dollars in savings to the public and numerous civil and 
criminal referrals. They have earned a solid reputation for preventing and 
detecting fraud and abuse; promoting improvements in government 
operations; and providing helpful analyses on a host of governmentwide 
initiatives. 

Notwithstanding the accomplishments of the past, our nation now faces 
new challenges that demand even more from government perfornmance 
and accountability professionals. For example, we are fighting 
international terrorism while facing a large and growing structural 
deficit. In addition, recent corporate failures have shaken public 
confidence in financial reporting and accountability in the private sector. 
Federal auditors can learn important lessons from the accountability 
breakdowns in the private sector and the resulting legislation passed by 
Congress. 

Closer strategic planning and ongoing coordination of audit efforts 
between GAO and the IGs would help to enhance the effectiveness and 
impact of work performed by federal auditors. Working together and in 
our respective areas of expertise in long-term challenges and agency- 
specific issues, GAO and the IGs can provide useful insights and 
constructive recommendations on a broad range of high-risk programs 
and significant management challenges across government. 

A practical issue that has arisen is who pays the cost of agency financial 
statement audits. Many IGs have told us that the cost of agency financial 
audits has taken resources away from their traditional work. In the 
private sector, the cost of financial audits is a routine business expense 
borne by the entity being audited and represents a small percentage of 
total expenditures for the audited entity. 

In a prior study, we considered the benefits of consolidating the smallest 
IG offices with those of presidentially appointed IGs and converting 
agency-appointed IGs to presidential appointment where their budgets 
were comparable. We believe that, if properly implemented, conversion 
or consolidation of IG offices could increase the overall independence, 
economy, efficiency, and effectiveness of IGs. 

United States General Accounting Office 



Mr. Chairman and Members of the Committee: 

I appreciate the opportunity to share my thoughts with you on the 
important role of the Inspectors General (IG), established in statute 25 
years ago this month to provide independent oversight within federal 
agencies. More significant for this discussion than the anniversary of 
landmark legislation, however, are the new and continuing challenges we 
face in assuring open, honest, effective, and accountable government and 
the critical role of the IGs, in partnership with GAO and other performance 
and accountability organizations, in addressing these challenges. 

A quarter of a century ago, Congress established statutory IGs in response 
to serious and widespread internal control breakdowns in major 
government departments and agencies, questions about integrity and 
accountability in government as a whole, and failures of oversight in the 
federal government. The IGs established by the Inspector General Act of 
1978 (IG Act) were charged with preventing and detecting fraud and abuse 
in their agencies' programs and operations; conducting audits and 
investigations; and recommending policies to promote economy, efficiency, 
and effectiveness. The IG Act fortified the position of IG with provisions 
protecting independence, provided powers of investigation, and mandated 
reporting not just to the agency head but to Congress as well. (See app. I 
for a more detailed history of the IG Act.) 

In the years since passage of the IG Act, Congress has also enacted a series 
of laws to establish a foundation for efficient, effective, and accountable 
government. This body of legislation has given IGs new responsibilities and 
greater opportunities to play an increasing role in government oversight. 
Clearly, the IGs have made a significant difference in federal performance 
and accountability during the past 25 years as indicated by their reports of 
billions of dollars in savings to the public and thousands of 
recommendations and civil and criminal referrals. They have earned a solid 
reputation for preventing and detecting fraud, waste, and abuse; promoting 
improvements in government operations; and providing helpful analyses on 
a host of governmentwide initiatives. It is safe to say that the federal 
government is a lot better off today because of the IGs' efforts. 

Notwithstanding the accomplishments of the past, we now face continuing 
challenges that demand even more from government performance and 
accountability professionals. For example, our nation is fighting 
international terrorism while much of the critical government 
infrastructure that we are trying to protect dates back to the 1950s. At the 
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same time, this nation is facing a large and growing structural deficit due 
primarily to known demographic trends and rising health care costs. 
Recent corporate failures have shaken public confidence in financial 
reporting and accountability in the private sector. In response, Congress 
passed the Sarbanes-Oxley Act of 2002, which has significant new 
requirements for publicly traded companies and their auditors. Federal 
auditors can learn important lessons from the accountability breakdowns 
in the private sector and the resulting legislation passed by Congress. 

We have achieved many important successes in working across 
organizational lines with the IGs and state and local government auditors. 
An important recent effort in building closer ties in the government 
accountability community has been the domestic working group, which I 
established in 2001 to bring together key staff from GAO, the IGs, and state 
and local audit organizations to explore issues of mutual interest and 
concern. The annual roundtable discussions and interim activities of the 
domestic working group help to focus attention on key issues and shared 
challenges facing the government audit community and allow participants 
to compare notes on methods, tools, benchmarking results, and best 
practices. In the early 1970s, GAO organized the intergovernmental audit 
forums in cooperation with federal, state, and local audit organizations. 
These forums provided the means through which new intergovernmental 
audit relationships were developed and improved the usefulness of 
auditing at each level of government. Some IGs have become active 
participants with GAO at the forums to provide a means for exchanging 
views, solving common problems, and promoting the acceptance and 
implementation of government auditing standards. Other IGs, however, 
have not been very involved in these forums and, in my view, this needs to 
change. 

In addition, we have had the active participation of many IGs and state and 
local government auditors on the Comptroller General's Advisory Council 
on Government Auditing Standards. The Council provides advice and 
guidance on revisions to the Comptroller General's Government Audit ing 
Standards, commonly known as the "Yellow Book," which is used by 
government auditors at the federal, state, and local levels, as well as 
contracted independent public accountants (IPA), in the audits of 
government programs and activities. It is time, however, for IGs and other 
members of the federal accountability community to build on past 
successes by putting additional focus and efforts on reaching across 
institutional lines and forming new alliances to address the complex 
challenges facing our government and our nation. 
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My statement today will focus on five main points: 

opportunities for increasing the effectiveness of the federal 
performance and accountability community through an enhanced 
strategic partnership between the IGs and GAO, 

coordination of the IG and GAO roles in agency financial statement 
audits and the audit of the US. government's consolidated financial 
statements. 

the IG role in federal financial management advisory committees, 

structural streamlining within the IG community to increase resource 
efficiencies, and 

matters for congressional consideration to enhance federal 
performance and accountability. 

The Need for an One of the challenges facing the federal performance and accountability 

Enhanced Strategic community today is the need to meet increasing demands and challenges 
with our current resources. Key to this challenge is determining how GAO 

Partnership between and the IGs can best complement each other and coordinate their efforts. 

the IGs and GAO The IG Act requires that the IGs coordinate with GAO to avoid duplicating 
efforts. In practice, GAO has largely devoted its efforts to program 
evaluations and policy analyses that look at programs and functions across 
government, and with a longer-term perspective; at the same time, the IGs 
have been on the front line of combating fraud, waste, and abuse within 
each agency, and their work has generally concentrated on issues of 
immediate concern with more of their resources going into uncovering 
inappropriate activities and expenditures through an emphasis on 
investigations. GAO and the IGs are, in many respects, natural partners. We 
both report our findings, conclusions, and recommendations to Congress. 
As I mentioned earlier, we share common professional audit standards 
through the Yellow Book, and I am proud to say that several current IGs 
and many of their staff are GAO alumni, including the Honorable Gaston 
Gianni, the IG of the Federal Deposit Insurance Corporation and Vice-Chair 
of the President's Council on Integrity andEfficiency, and Barry Snyder, the 
IG of the Federal Reserve Board andvice-Chair of the Executive Council 
on Integrity and Efficiency, who are on the panel following me today. 
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While GAO and the IGs make up the federal performance and 
accountability community, the division of responsibilities between them 
has not generally included, nor does the IG Act include, strategic planning 
and allocation of work across government programs based on risk and the 
relative competitive advantages of each organization. Traditionally, GAO 
and IG coordination has been applied on an ad-hoe, job-by-job or issue-by- 
issue basis. We now have both the need and the opportunity to enhance the 
effectiveness of federal oversight through more strategic and ongoing 
coordination of efforts between GAO and the IGs in the following areas: 

addressing major management challenges and program risks, 

monitoring the top challenges the government faces, such as 
implementation of the President's Management Agenda, and 

conducting the audit of the government's consolidated financial 
statements. 

Later in this testimony, I am suggesting that Congress consider 
establishing, through statute, assignment of responsibility to a select group 
of designated federal accountability and performance professionals to 
engage in a formal, periodic strategic planning and ongoing engagement 
coordination process to focus federal audit efforts across the federal 
government. This process would be in addition to, and would not replace, 
the current coordination of information sharing and technical cooperation 
being implemented by the domestic working group, the audit forums, and 
the President's Council on Integrity and Efficiency (PCIE) and the 
Executive Council on Integrity and Efficiency (ECIE).' 

Major Management 
Challenges and Program 
Risks 

GAO's latest high-risk report: released in January 2003, highlights areas 
across government that are at risk either due to their high vulnerability to 
waste, fraud, abuse, and mismanagement, or as major challenges 
associated with the economy, efficiency, and effectiveness of federal 
programs, policies, processes, functions, or activities. Many of the high-risk 

'These councils were established by Executive Order and are described later in this 
testimony. 

'U.S. General Accounting Office, High Risk Series: An Update, GAO-03.119 (Washington, 
D.C.: January2003). 
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President's Management 
Agenda 

areas we identified involve essential government services, such as 
Medicare and mail delivery, that directly affect the well-being of the 
American people. Although some agencies have made strong efforts to 
address the deficiencies cited in the high-risk reports-and some of the 
programs included on GAO's initial high-risk list in 1990 have improved 
enough to warrant removal-we continue to identlfy many other areas of 
high risk. Greater strategic coordination between GAO and the IGs on a 
plan for monitoring and evaluating high-risk issues and keeping the 
pressure high to reduce the risk of these programs is not only desirable, it 
is essential if we are to reduce the risk of key government programs. 

At the request of Congress, the IGs annually report issues similar to those 
in GAO's high-risk report identifying the "Top Management Challenges" 
facing their agencies. In fiscal year 2002, the IGs ranked information 
technology, financial management, and human capital management among 
the most important challenges confronting their agencies governmentwide; 
other priorities included performance management, public health and 
safety, and grants management. Each of these areas closely corresponds to 
an area on GAO's high-risk list. 

Although both GAO and the IGs have efforts in place to identify major risks 
and challenges within government, there is no mechanism in place to carry 
out an integrated, strategic planning process as a means through which 
these issues will be monitored and evaluated in the future through 
combined and coordinated GAO and IG oversight. 

The administration has signaled its commitment to government 
transformation with the President's Management Agenda (PMA), which 
targets 14 of the most glaring problem areas in government for immediate 
action. Five areas-strategic human capital, budget and performance 
integration, improved financial performance, expanded electronic 
government, and competitive sourcing-are governmentwide in scope, 
while 9 are agency specific. Each area has the potential for dramatic 
improvement and concrete results. The areas also reflect many of the 
concerns raised by both GAO's high-risk report and the IGs' top 
management challenge lists. So far, however, progress on PMA has been 
uneven. To achieve consistent progress, sustained attention from Congress, 
the administration, and the agencies is needed. I believe that GAO and the 
IGs can make important contributions, using our combined experience, to 
help monitor the implementation of this important initiative. 
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Key policymakers increasingly need to think beyond quick fixes and 
carefully consider what the proper role of the federal government should 
be in the 21st century Members of Congress and agency heads can start by 
undertaking a top-to-bottom review of federal programs and policies to 
determine which should remain priorities, which should be overhauled, 
and which have outlived their usefulness or are just no longer affordable 
given more pressing demands. Everything that forms the government's 
base must be on the table, including tax, spending, and regulatorypolicies. 
Policymakers will need to distinguish "wants," which are optional, from 
"needs," which can be urgent. They need to make hard choices that take 
into account what the American people will support and what the federal 
government can afford and sustain over time. To make informed decisions, 
Congress and agency heads will require hard facts and professional 
analyses that are objective, fact based, timely, accurate, nonpartisan, fair, 
and balanced. GAO and the IGs are important sources of such objective 
information and analyses. 

With our respective areas of expertise in long-term challenges and agency-
specific issues, GAO and the IGs can provide useful insights and 
constructive recommendations on programs that may warrant additional 
resources, consolidation, revision, or even elimination. Closer periodic 
strategic planning and ongoing engagement coordination between GAO 
and the IGs wouldhelp to ensure continued effective oversight of these key 
issues facing government. 

Audit of the U.S. GAO and the IGs are already partners in one of the most far-reaching 
financial management initiatives in government-the~ yearly audits of the~ ~consolidated ~ ~ ~ ~ 

Financial Statements federal government's consolidated financial statements. Under the Chief 
Financial Officers (CFO) Act of 1990 as expanded by the Government 
Management Reform Act of 1994,the IGs at the 24 agencies3named in the 
CFO Act are responsible for the audits of their agencies' financial 
statements. In meeting these responsibilities, most IGs have contracted 
with IPAs to conduct the audits either entirely or in part. GAO is 
responsible for the US. government's consolidated financial statements 

3TheFederal Emergency Management Agency (FEMA), one of 24 agencies namedin the 
CFO Act, was transferred to the new Department of Homeland Security (DHS), effective 
March 1, 2003. With the transfer, FEMA will no longer be required to prepare audited stand-
alone financial statements under the CFO Act. Consideration is now being given to making 
DHS a CFO Act agency, which would bring the number of CFO Act agencies back up to 24. 
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audit, which by necessity is based largely on the results of the IGs' agency- 
level audits. 

Since 1997, GAO has been unable to give an opinion on the consolidated 
financial statements, in large part because of continuing financial 
management problems at several agencies that also have resulted in 
disclaimers of opinion by some IGs on their agency financial statements- 
most notably the Department of Defense (DOD). In recent years, we have 
seen progress in the results of the audits of the CFO Act agency financial 
statements with more and more IGs and their contracted IPAs moving from 
issuing a disclaimer of opinion to issuing an unqualified ("clean") opinion 
on their respective agency financial statements. In fact, 21 of the 24 CFO 
Act agencies received an unqualified opinion on their fiscal year 2002 
financial statements, up from only 6 agencies for fiscal year 1996. We 
anticipate that if sufficient progress continues to be made, there is a chance 
that we may be able to render a qualified opinion on the consolidated 
balance sheet in afew years as a first step toward rendering an opinion on 
the full set of financial statements. 

Our reviews of the work done by other IGs and IPAs on agency-level 
financial statement audits during the last 2 years identified opportunities 
for improvement in sampling, audit documentation, audit testing, analytical 
procedures, and auditing liabilities. The varying quality of the audit work 
has been of concern to us because of our need to use the work of the 
agency auditors to support expressing an opinion on the US. government's 
consolidated financial statements-an opinion for which, in the final 
analysis, GAO is solely responsible and accountable. 

Earlier involvement and access by GAO in the agency-level financial 
statement audits would help to strengthen the IG and IPA audit process and 
bolster our ability to use their work in rendering an opinion. At a minimum, 
GAO needs to (1)be involvedup front in the planning phase of each 
agency-level audit, (2) have unrestricted access to IG and IPA audit 
documentation and personnel throughout the performance of the audit, 
(3) receive assurances that each agency-level audit is planned, performed, 
and reported in conformity with the Financial Audit Manual (FAM) 
developed jointly and adopted by GAO and the PCIE, and (4) be notified in 
advance of any planned deviation from the FAM's requirements that could 
affect GAO's ability to use the agency auditors' work. 

At one agency (Department of Energy), for the selected areas we reviewed, 
we found that the audit work was performed in conformity with the FAM 
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and that we would have been able to use the work without having to 
perform additional audit procedures. The IG has an oversight team 
composed of senior-level staff who perform moderate-level quality control 
reviews of the contracted IPA's work throughout the audit process. The 
oversight team evaluates its IPA in areas such as audit planning and 
execution, audit documentation, and staff qualifications. These types of 
practices could be shared and expanded upon across the IG community. As 
an initial step to make the IG and IPA audit process stronger and enhance 
GAO's ability to use their work in rendering an opinion, we are considering 
holding a forum with the IGs and the IPAs to share information-based on 
GAO's review of the IG and IPA work-regarding best practices and areas 
to focus on that need additional audit work, and to establish a framework 
for enhanced coordination of the financial statement audit work. 

Changes to enhance the agency financial statement audit process are 
especially important given the planned acceleration of reporting deadlines 
for agency audits. Although some agencies accelerated their reports for 
fiscal year 2002, starting with fiscal year 2004, the Office of Management 
and Budget (OMB) has required that agencies issue their audited financial 
statements no later than 45 days after the end of the fiscal year, with the 
consolidated financial statements to be issued 30 days later. In past years, 
when the reporting deadlines were 4 and 5 months after the end of the 
fiscal year, agencies made extraordinary efforts in which they spent 
considerable resources on extensive ad hoe procedures and made 
adjustments of billions of dollars to produce financial statements months 
after the fiscal year had ended. Given the accelerated reporting dates, such 
extraordinary approaches will no longer be an option. Over the next few 
years, as the government addresses the impediments to receiving an 
opinion on its consolidated financial statements, and we move closer to 
being able to render an opinion on the consolidated financial statements, 
GAO will need to invest more resources in assuring that the work of the IGs 
and IPAs on the agency-level financial statement audits can be used by 
GAO to support the audit of the consolidatedfinancial statements. This 
resource investment is necessary if GAO is to be able to render an opinion 
on the consolidatedfinancial statements. 

Another matter of concern regarding the audit of the US. government's 
consolidated financial statements involves the approaches used by the IGs 
and IPAs for reporting on internal control at the agency level. Our position 
is that an opinion on internal control is important in the government 
environment and that the public should be able to expect audit assurance 
on the adequacy of internal control over financial reporting. We believe that 
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auditor opinions on internal control are a critical component of monitoring 
the effectiveness of an entity's risk management and accountability 
systems. We also believe that auditor opinions on internal control are 
appropriate and necessary for major public entities such as the CFO Act 
agencies currently included in the US. government's consolidated financial 
statements. 

As does GAO in connection with our own audits, several agency auditors 
are voluntarily providing opinions on the agencies' internal control; but 
most do not. When an auditor renders an opinion on internal control, the 
auditor is providing reasonable assurance that the entity has maintained 
effective internal control over financial reporting (including safeguarding 
of assets) and compliance such that material misstatements, losses, or 
noncompliance that are material to the financial statements would be 
detected in a timely fashion. For fiscal year 2002, however, only 3 of the 24 
CFO Act agencies received opinions on internal control from their 
auditor^.^ The remaining 21 reported on internal control, but provided no 
opinion on the effectiveness of the agency's internal control. As we move 
closer to being able to issue an opinion on the consolidated financial 
statements, a disparity in reporting on internal control would hinder our 
ability to provide an opinion on internal control for the consolidated audit. 
Current agency-level reporting on internal control would fall short of what 
the public should be able to expect from an audit and, moreover, what is 
now legally required from the auditors of publicly traded companies. 

Congress has prescribed auditor opinions on internal controls for publicly 
traded corporations under the Sarbanes-Oxley Act of 2002.5 Afinal rule 
issued by the Securities and Exchange Commission in June 2003 and 
effective August 2003 provides guidance for implementation of section 404 
of the act, which contains requirements for management and auditor 
reporting on internal controls. The final rule requires companies to obtain a 
report in which a registered public accounting firm expresses an opinion, 
or states that an opinion cannot be expressed, concerning management's 
assessment of the effectiveness of internal controls over financial 
reporting. 

Commission. 

'Pub. L. No. 107-204, 116 Stat. 745 (2002) 
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As you know, Mr. Chairman, we provided testimony before this 
Subcommittee several weeks ago on the challenges of establishing sound 
financial management within DHS6 In that testimony, we supported 
provisions of H.R. 2886 that would require DHS to obtain an audit opinion 
on its internal controls. During the testimony, we also supportedprovisions 
of H.R. 2886 that would require the Chief Financial Officers Council and the 
PCIE to jointly study the potential costs and benefits of requiring CFO Act 
agencies to obtain audit opinions of their internal controls over financial 
reporting. In addition, the current version of H.R. 2886 would require GAO 
to perform an analysis of the information provided in the report and report 
the findings to the House Committee on Government Reform and the 
Senate Committee on Governmental Affairs. We believe that the study and 
related analysis are important first steps in resolving the issues associated 
with the current reporting on internal control. 

Ultimately, we are hopeful that federal performance and accountability 
professionals will not settle for anything less than opinion-level work on 
internal control at the CFO Act agency level and on the governmentwide 
audit. Increased planning and coordination will be needed among GAO, 
IGs, and IPAs to determine the appropriate timing for requiring an opinion 
on controls at the agency level. The specific timing will depend on the 
current state of the agency's control efforts so that an audit opinion on 
internal control would add value and mitigate risk in a cost beneficial 
manner. 

Apractical issue that should also be dealt with is the adequacy of resources 
to provide for the agency financial statement audits. Over the years, a 
number of IGs have told us that the cost of agency financial audits has 
taken resources away from their traditional work. In the private sector, the 
cost of an annual financial audit is a routine business expense borne by the 
entity being audited, and the cost of the audit represents a very small 
percentage of total expenditures for the audited entity. We support enacting 
legislation that would make agencies responsible for paying the cost of 
their financial statement audits. We also believe that an arrangement in 
which the agencies pay for their own audits provides them with positive 
incentives for taking actions-such as streamlining systems and cleaning 
up their financial records prior to the audi-in order to reduce the costs of 

W.S. General Accounting Office, Department of Homeland Security: Challenges and Steps 
i n  Establishing Sound Financial Management, GAO-03-1134T (Washington, D.C.: Sept. 10, 
20031. 
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The IG Role in Federal 
Financial Management 
Advisorv Committees 

the audit and avoid the "heroic" audit efforts that we have seen in the past 
at some agencies. 

Under the arrangement in which agencies pay the cost of their own audits, 
we believe the IG should continue in the current role of selecting and 
overseeing audits in those cases in which the IG does not perform the audit 
but hires an IPA to conduct the audit. This would leverage the IGs' 
expertise to help assure the quality of the audits. We also advocate an 
approach whereby the IGs would be required to consult with the 
Comptroller General during the IPA selection process to obtain input from 
the results of GAO's reviews of the IPAs' previous work and the potential 
impact on the consolidated audit. 

We envision an important role for the IGs in audit or financial management 
advisory committees established at the federal agency level for the purpose 
of overseeing an agency's financial management, audits, and performance. 

In the government arena, some state and local governments and federal 
government corporations, as well as several federal agencies, have adopted 
an audit committee, or "financial management advisory committee," 
approach to governance. In the federal government, such audit committees 
or advisory committees are intended to protect the public interest by 
promoting and facilitating effective accountability and financial 
management by providing independent, objective, and experienced advice 
and counsel, including oversight of audit and internal control issues. 
Responsibilities of the committees would likely include communicating 
with the auditors about the audit and any related issues. The work of the 
IGs logically provides much of the basis for financial management advisory 
committees in overseeing agencies' financial management, audits, and 
internal control. The work of the IGs would also be critical for the financial 
management advisory committees in their general governance roles. 
Specific roles and responsibilities of the committees will most likely vary 
by agency. A recently published guide, F inanc ia l  Management Adv isory  
Committees fo r  Federal A g e n c i e ~ , ~  provides a helpful road map of 
suggested practices for federal agency financial management advisory 
committees. 

'F inancia l  Manayement A d v i s o n ~  Committees for  Federal Agencies: Suggested Practices, 
March 2003, prepared by KPMG, LLP. 
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Structural Streamlining 
to Increase Resource 
Efficiencies 

The concept of financial management advisory committees is very similar 
to the audit committee structure being used in the private sector. To help 
facilitate the audit process and promote disclosure and transparency, the 
governing boards of publicly traded companies use audit committees. 
Audit committees generally oversee the independent audit of the 
organization's financial statements and address financial management, 
reporting, and internal control issues. The Sarbanes-Oxley Act has 
requirements for the audit committees of publicly traded companies and 
their auditors regarding communications and resolution of significant audit 
matters. 

We strongly support the implementation of financial management advisory 
committees for selected federal agencies, based on risk and value added. 
Some agencies: including GAO, which has had such a committee in place 
since 1995, have already implemented such an approach, even though the 
committees have not been mandated or established by statute. As these 
committees are implemented or required in government, we would 
advocate amending the IG Act to emphasize the IGs' unique role in 
reporting the results of their work to the advisory committees while 
maintaining their independence and dual reporting authority to Congress. 

One of the issues facing the IG community as well as others in the 
performance and accountability community is how to use limited resources 
to the best effect, h fiscal "ear 2002. the 57 IG offices onerated with total 
fiscal year budgets of about $1.6 billion and about 11,000 staff. (See app. I1 
for more detail on IG budgets and staffs.) Most IGs for cabinet departments 
and major agencies are appointed by the President and confirmed by the 
Senate; however, IGs for some agencies are appointed by the agency head, 
and these IGs generally have smaller budgets and fewer staff than IGs 
appointed by the President. While agency-appointed IGs make up about 
half of all IG offices, the total of their fiscal year 2002 budgets was $162.2 
million, a little more than 10 percent of all IG budgets. Of these IGs, the 
offices at the US. Postal Service (USPS), Amtrak, National Science 
Foundation (NSF), and Federal Reserve Board (FRB) are exceptions and 
have budgets that are comparable in size to those of presidentially 
appointed IGs. The remaining 24 agency-appointed IGs have a total of 191 

Corporation, and the Architect of the Capitol 
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Potential IG Office 
Consolidations 

staff and have budgets that make up about 2 percent of all IG budgets. 
Importantly, 16 of the 28 agency-appointed IGs have fewer than 10 staff. 

Last year we reported the views of the IGs, as well as our own, on the 
possible benefits of consolidating the smallest IG offices with the offices of 
IGs appointed by the President.' We also considered the conversion of 
agency-appointed IGs to presidential appointment where their budgets 
were comparable to the presidentially appointed IG offices. The August 
2002 report contains several matters for congressional consideration to 
address issues of IG conversion and consolidation. We are reaffirming 
these views, which are included at the end of my statement. 

We believe that if properly structured and implemented, the conversion or 
consolidation of IG offices could increase the overall independence, 
efficiency, and effectiveness of the IG community. Consolidation could 
provide for a more effective and efficient allocation of IG resources across 
government to address high-risk and priority areas. It would not only 
achieve potential economies of scale but also provide a critical mass of 
skills, particularly given advancing technology and the ever-increasing need 
for technical staff with specialized skills. This point is especially 
appropriate to the 12 IG offices with five or fewer staff. IG staff now in 
smaller offices would, in a large, consolidated IG office, have immediate 
access to a broader range of resources to use in dealing with issues 
requiring technical expertise or areas of critical need. 

Consolidation would also strengthen the ability of IGs to improve the 
allocation of human capital and scarce financial resources within their 
offices and to attract and retain a worHorce with talents, multidisciplinary 
knowledge, and up-to-date skills to ensure that each IG office is equipped 
to achieve its mission. Consolidation would also increase the ability of 
larger IG offices to provide methods and systems of quality control in the 
smaller agencies. 

We also recognize that there are potential risks resulting from 
consolidation that would have to be mitigated through proactive and 
targeted actions in order for the benefits of consolidation to be realized 
without adversely affecting the audit coverage of small agencies. For 

'U.S. General Accounting Office, Inspectors General: OfSice Consolidation and Related 
Issues, GAO-02-575 (Washington, D.C.: August 2002). 
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example, the potential lack of day-to-day contact between the IG and 
officials at smaller agencies as a result of consolidation could be mitigated 
by posting IG staff at the agency to keep both the IG and the agency head 
informed and to coordinate necessary meetings. In preparation for 
consolidation, staff in the smaller IG offices could be consulted in planning 
oversight procedures and audit coverage for their agencies. There may be 
fewer audits or even less coverage of those issues currently audited by the 
IGs at smaller agencies, but coverage by a consolidated IG could address 
areas of higher risk, value, and priority, resulting in potentially more 
efficient and effective use of IG resources across the government. 

Results of the survey conductedfor our August 2002 report indicate a clear 
delineation between the responses of the presidentially appointed IGs and 
the responses of the agency-appointed IGs. The presidentially appointed 
IGs generally indicated that agency-appointed IG independence, quality, 
and use of resources could be strengthened by conversion and 
consolidation. The agency-appointed IGs indicated that there would either 
be no impact or that these elements could be weakened. The difference in 
views is not surprising given the difference in the potential impact of 
consolidation on the interests of the two groups of IGs. We believe that this 
difference in perspective, more than any other factor, helps to explain the 
significant divergence in the responses to the survey. 

There are already some examples where consolidation of IG offices and 
oversight is working. The Department of State IGprovides, through statute, 
oversight of the Broadcasting Board of Governors and the International 
Broadcasting Bureau. The IG at the Agency for International Development 
is authorized by specific statutes to provide oversight of the Overseas 
Private Investment Corporation, the Inter-American Foundation, and the 
African Development Foundation. 

In terms of budget size, the agency-appointed IGs at USPS, Amtrak, NSF, 
and FRB are comparable to the offices of IGs appointed by the President. 
Moreover, in the case of the Postal IG, the office is the fourth largest of all 
the IGs. (See app. 11.) On that basis, these IGs could be considered for 
conversion to appointment by the President with Senate confirmation. 
While the Amtrak IG could be converted because of comparable budget 
size, oversight of Amtrakis closely related to the work of the Department 
of Transportation IG. Moreover, the Transportation IG currently provides 
some oversight of Amtrak programs. Therefore, the consolidation of the 
Amtrak IG with the Transportation IG could be considered, rather than 
conversion. 
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IG Councils 
 

Consideration has been given in the Fiscal Year 2004 Budget of the U.S. 
Government to the consolidation of the two IG offices at the Department of 
the Treasury, unique in the federal government. The original statutory IG 
for the Department of the Treasury was established by the IG Act 
amendments of 1988. The Treasury IG for Tax Administration was 
established in 1998 as part of an Internal Revenue Service (IRS) 
reorganization because the former IRS Inspection Service was not 
perceived as being sufficiently independent from management. 
Consequently, the IRS Office of the Chief Inspector, along with most of the 
Inspection Service staff, was transferred to the new IG office to ensure 
independent reviews. 

The separate office of Treasury IG for Tax Administration was created 
because IRS officials were concerned that if the resources of the IRS 
Inspection Service were transferred to the original Treasury IG office, they 
would be used to investigate or audit other Treasury bureaus to the 
detriment of critical IRS oversight. With the passage of the Homeland 
Security Act of 2002, and the transfer of Treasury's United States Customs 
Service and United States Secret Service to the new Department of 
Homeland Security, the original concerns about competition for resources 
within the department should no longer be as compelling. 

The PCIE is an interagency council comprising principally the 
presidentially appointed and Senate-confirmed IGs. It was established by 
Executive Order No.12301 in 1981 to coordinate and enhance the work of 
the IGs. In 1992, Executive Order No.12805 created the ECIE, which 
comprises primarily statutory IGs appointed by the heads of designated 
federal entities as defined in the IG Act. The Deputy Director for 
Management in OMB serves as the chair of both organizations. These IG 
councils have been effective in coordinating the activities of the IGs in their 
efforts to prevent and detect fraud, waste, and abuse throughout the 
federal government and in reporting these results to both the President and 
Congress. 

The IG councils have provided a valuable forum for auditor coordination. 
However, we believe that the current environment demands amore formal, 
action-oriented, and strategic approach for coordination among federal 
audit organizations and that the IG councils could be strengthened in a 
number of ways. First, by providing a statutory basis for their roles and 
responsibilities, the permanence of the councils could be established and 
their ability to take on more sensitive issues strengthened. In addition, the 
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strategic focus of the councils could be clearly established. As such, the 
councils would also be key in the overall strategic planning process for 
federal audit oversight that I described earlier in this statement. 

Matters for As I stated at the beginning of my testimony, IGs have made a significant 
difference in federal performance and accountability during the last quarter Congressional century. The 25th anniversary of the landmark legislation establishing the 

Consideration IGs is an opportune time to reflect on the IGs' success while also 
considering ways to  enhance coordination and utilization of resources 
across the federal performance and accountability community. 

In order to enhance the effectiveness and impact of the federal 
accountability community, Congress may want to consider establishing, 
through statute, assignment of responsibility to a selected group of 
designated federal accountability officials, such as representatives from 
GAO, the PCIE, and the ECIE, to develop and implement a periodic, formal 
strategic planning and ongoing engagement coordination process for 
focusing GAO and IG work to provide oversight to high-risk areas and 
significant management challenges across government, while leveraging 
each other's work and minimizing duplication. 

In order to resolve resource issues and provide positive incentives to 
agencies to take prudent actions to reduce overall audit costs, Congress 
may want to consider enacting legislation that makes agencies responsible 
for paying the cost of their financial statement audits. 

In order to achieve potential efficiencies and increased effectiveness 
across the federal IG community, Congress may also want to consider 
whether to proceed with a restructuring of the IG community, which could 
include the following: 

amending the IG Act to elevate the IGs at USPS, NSF, and FRB to 
presidential status, 

amending the IG Act to consolidate agency-appointedIGs with 
presidentially appointed IGs based on related agency missions or where 
potential benefits to IG effectiveness can be shown, and 

establishing an IG council by statute that includes stated roles and 
responsibilities and designated funding sources. 
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Mr. Chairman, that concludes my prepared statement. I would be happy to 
respond to any questions you or Members of the Subcommittee might have. 
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Amendix I 

The Inspector General Act 

The Inspector General Act of 1978 was enactedfollowing a series of events 
that emphasized the need for more-independent and coordinated audits 
and investigations in federal departments and agencies. First, in 1974, the 
Secretary of Agriculture abolished the department's administratively 
established IG office, demonstrating the impermanent nature of a 
nonstatutory IG. Later, in 1974 and 1975, a study by the Intergovernmental 
Relations and Human Resources Subcommittee of the House Government 
Operations Committee disclosed inadequacies in the internal audit and 
investigative procedures in the Department of Health, Education, and 
Welfare, now the Department of Health and Human Services. The need to 
deal more effectively with the danger of loss fromfraud and abuse in the 
department's programs led to the establishment of the first statutory IG in 
1976. The Congress also established an IG in the Department of Energy 
when that department was created in 1977. 

In 1977, the House Intergovernmental Relations and Human Resources 
Subcommittee began a comprehensive inquiry to determine whether other 
federal departments and agencies had a similar need for statutory IGs. The 
Subcommittee's study revealed serious deficiencies in a number of 
department and agency audit and investigative efforts, including the 
following: 

No central leadership of auditors and investigators existed. 

Auditors and investigators exhibited a lack of independence by 
reporting to officials who had responsibility for programs that were 
being audited. 

No procedures had been established to ensure that the Congress was 
informed of serious problems. 

No program existed to look for possible fraud or abuse. 

As an initial effort to correct these deficiencies, the IG Act of 1978 
established 12 additional statutory OIGs to be patterned after the one at the 
Department of Health, Education, and Welfare. The act consolidated the 
audit and investigative responsibilities of each department and agency 
under the direction of one senior official-the Inspector General-who 
reports to the head of the agency or, if delegated, the official next in rank 
below the agency head. The President appoints the IGs, by and with the 
consent of the Senate, without regard to political affiliation and solely on 
the basis of integrity and demonstrated ability in accounting, financial 
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Appendix I 
The Inspector General Act 

analysis, law, management analysis, public administration, or 
investigations. 

The IGs are responsible for (1) conducting and supervising audits and 
investigations, (2) providing leadership and coordination and 
recommending policies to promote economy, efficiency, and effectiveness, 
and (3) detecting fraud and abuse in their agencies' programs and 
operations. In addition, the IG Act requires IGs to prepare semiannual 
reports which summarize the activities of the IG during the preceding 6
month period. The reports are forwarded to the department or agency 
head, who is responsible for transmitting them to the appropriate 
congressional committees. 

The act states that neither the agency head nor the official next in rank 
shall prevent or prohibit the IG from initiating, carrying out, or completing 
any audit or investigation, or from issuing any subpoena during the course 
of any audit or investigation. This enhances the independence of auditors 
and investigators by ensuring that they are free to carry out their work 
unobstructed by agency officials. The act further enhances independence 
by requiring IGs to comply with the Comptroller General's Government 
Audit ing Standards. One of these standards requires auditors and audit 
organizations to be personally and organizationally independent and to 
maintain the appearance of independence so that opinions, conclusions, 
judgments, and recommendations will be impartial and will be viewed as 
such by knowledgeable third parties. 

Between the enactment of the IG Act in 1978 and 1988, the Congress passed 
legislation to establish statutory IGs, who are appointed by the President 
with Senate confirmation, in 8 additional departments and agencies. In 
1988, the Congress enacted the Inspector General Act Amendments of 1988 
and the Government Printing Office (GPO) Inspector General Act of 1988 
(Titles I and 11, Public Law 100-504) to establish additional presidentially 
appointed IGs in 5 departments and agencies and 34 IGs appointed by their 
agency heads (33 in designated federal entities and 1in GPO) in order to 
strengthen the capability of the existing internal audit offices and improve 
audit oversight. Both GAO and the President's Council on Integrity and 
Efficiency (PCIE) had previously reported that the existing internal audit 
offices lacked independence, adequate coverage of important programs, 
and permanent investigative staff. 
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Inspector General Budgets and Staffing 
 

Table 1: Inspectors General Appointed by the President, Fiscal Year 2002 Budgets 
and Full-Time Equivalents (FTEs) 

Federal departments1agencies Budgets FTEs 

4 Department of Housing and Urban Development 95,000,000 648 

5 Social Security Administration 75,000,000 564 

6 De~artmentof Aariculture u 75.000.000, , 642 

7 Department of Labor 67,000,000 426 

8 DeDartment of Justice 65,000,000 329 

9 Deparlmenl ol Velerans Alla rs 57 000 000 393 

10 Deparlmenl ol Transporlal on 50 000 000 4 54 

11 Department of Homeland Security 47,000,000 336 

12 Environmental Protection Agency 46,000,000 444 

13 Department of Education 39,000,000 276 

14 Department of the Interior 37,000,000 251 

15 General Services Administration 36,000,000 273 

16 Deparlmenl 01 Energy 32 000 000 250 

17 Agency lor nlerna! ona Deve opmen! 32 000 000 166 

18 Federal Deposit Insurance Corporation 32,000,000 201 

19 Department of State 29,000,000 234 

20 National Aeronautics and S ~ a c e  Administration 24.000.000, , 200 

21 Department of Commerce 21,000,000 136 

22 Small Business Administration 12,000,000 108 

23 Deparlmenl ol me Treas-ry 12 000 000 87 

24 011ce ol Personne Managemen! 1 1  000 000 89 

25 Tennessee Valley Authority 7,000,000 87 

26 Nuclear Regulatory Commission 6,000,000 41 

27 Railroad Retirement Board 6.000.000, , 51 

28 Cor~oration for National and Communitv Service 5.000.000 16 

29 Central lntelllaence Aaencvb - - .  na na 

Total $1,426,000,000 10,429 

Source Budge! aufhorv and FTEs from Flscal Year2004Budgefofthe U S  Government 

"Includes budget authority to combat health care fraud. 

%udget and FTE information not available. 
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Appendix I1 
Inspector General Budgets and Statfig 

Table 2: Inspectors General Appointed by Agency Heads, Fiscal Year 2002 Budgets 
and Full-Time Equivalents (FTEs) 

Federal agencies Budgets FTEs 

1 U.S. Postal Service $1 17,324,000 713 

2 Amtrak 8,706,539 64 

3 National Science Foundation 6,760,000 50 

4 Federal Reserve Board 3,878,000 29 

5 Government Printing Office 3,400,000 24 

6 Legal Services Corporation 2,500,000 15 

7 Peace Corps 2,006,000 16 

8 Smithsonian Institution 1,800,000 17 

11 Securities and Exchange Commission 1,372,559 8 

12 National Credit Union Administration 1,338,135 7 

13 Pension Benefit G~aran tvCor~~ra t ion  1.300.000 11
3 , , , 

14 Equal Employment Opportunity Commission 1,106,119 10 

15 Federal Housina Finance Board 858,237 3 

18 Corporation for Public Broadcasting 735,000 9 

19 National Labor Relations Board 71 1,900 6 

20 Federal Trade Commission 710.000 5 

21 National Endowment for the Humanities 497,000 5 

22 ADDalaChian Reaional Commission 466,000 3. . 

23 Feaera Mar Ime Comm ss on 44 1 034 3 

24 Cons-mer Proaacl Salely Commss on 407 000 3 

25 Federal Election Commission 392,600 4 

26 National Endowment for the Arts 392,577 4 

27 International Trade Commission 389,500 4 

28 Federal Labor Relations Authority 222,500 2 

Total $162,224,121 1,047 

Source As reporfed by !he E C E  
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Inspector General Budgets and Statfig 

Table 3: Inspectors General Appointed by the President with Four Comparable 
Agency-Appointed IGs Fiscal Year 2002 Budgets 

Fiscal year 
2002 budaets 

1 Department of Health and Human Services" $227,000,000 

2 DeDartment of Defense 151 .000.000 , , 

3 Treasury's IG for Tax Administration 130,000,000 

4 US. Postal Serviceb 117,324,000 

5 Deparlmenl ol n0-s ng ana -roan Deie opmenl 95 000 000 

6 Deparlmenl ol Agr c.. !-re 75 000 000 

7 Social Security Administration 75,000,000 

8 Department of Labor 67,000,000 

9 DeDartment of Justice 65.000.000, , 

10 Department of Veterans Affairs 57,000,000 

11 DeDartment of TranSDOrtatiOn 50,000,000 

12 Deparlmenl ol nome ana Set-r ly 47 000 000 

13 Env ronmenla Prolecl on Agency 46 000 000 

14 Department of Education 39,000,000 

15 Department of the Interior 37,000,000 

16 General Services Administration 36.000.000, , 

17 Department of Energy 32,000,000 

18 Aaencv for International DeVelODment - .  32,000,000 

19 Federal Deposlt Insurance Corporation 32,000,000 

20 Department of State 29,000,000 

21 National Aeronautics and Space Administration 24,000,000 

22 Department of Commerce 21,000,000 

23 Department of the Treasury 12,000,000 

24 Small Business Administration 12,000,000 

25 Office of Personnel Manaaement 11,000,000 

29 Nuclear Regulatory Commlsslon 6,000,000 

30 Railroad Retirement Board 6,000,000 

31 Corporation for National and Community Service 5,000,000 

32 Federal Reserve Board 3,878,000 

33 Central lntelllgence Agency " na 

Total $1,562,668,539 

Source Budge! aufhorv from F s c a  Year 2004 Budge! of !he U S  Governmen! 
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Inspector General Budgets and Statfig 

Note: The four comparable agency appointed IGs are in bold. 

"Includes budget authority to combat health care fraud. 

blnformation supplied by the EClE. 

"Budget information not available. 
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1998marked the 20th anniversary of the Inspector General Act of 1978, the basic authority 
governing statutory office of inspector general (OIGs), and the 10th anniversary of the 
Inspector General Act Amendments of 1998, which added to their reporting requirements and 
extended such offices to an additional set of govemment organizations. Consolidating 
responsibility for audituy!and investigations within an establishment or entity, statutory OIGs 
now exist in nearly 60 departments, agencies, commissions, boards, and govemment 
corporations. Despite their 20-year history, OlGs still face a number of concerns and 
proposals for change, some of which were included in bills or enactments in the 105~ 
Congress. This report-and a companion one on the establishment and evolution of these 
offices (CRS Report 98-397 G0V)-will be updated as events require. 



Statutory Offices of Inspector General: 
A 20" Anniversary Review 

Summary 

The year 1998 marked the 20th anniversary of the Inspector General Act of 
1978, the basic authority governing statutory offices of inspector general (OIGs), and 
the I 0th anniversary of the Inspector General Act Amendments of I 988, which added 
to their reporting requirements and extended such offices to an additional set of 
government organizations. Statutory OIGs now exist in nearly 60 federal 
establishments and entities, including all cabinet departments and the largest federal 
agencies as well as many smaller boards, commissions, corporations, and foundations. 
(These are covered in CRS Report 98-379 GOV, updated as events require.) 

The President's Council on Integrity and Efficiency O)CIE) and the Executive 
Council on Integrity and Efficiency (ECIE) operate under the auspices of the Office 
of Management and Budget. They provide coordinating mechanisms, respectively, 
for the inspectors general (IGs) in the larger establishments, appointed by the 
President and confirmed by the Senate, and for IGs in the smaller designated federal 
entities, appointed by the agency head. A special integrity cormnittee, under these 
councils, may be established to investigate alleged wrongdoing by IGs or senior staff. 

Offices of inspector general consolidate responsibility for auditing and 
investigations within a federal department, agency, or other organization. Established 
by law as permanent, independent, nonpartisan, and objective units, OlGs are 
designed to combat waste, fiaud, and abuse. To accomplish this broad mandate, IGs 
have been granted a substantial amount of independence and authority. Inspectors 
general are authorized to conduct audits and investigations of agency programs; have 
direct access to agency records and materials; issue subpoenas for all necessary 
information, data, reports, and other documentary evidence; hire their own staff, and 
request assistance from other federal, state, and local government agencies directly. 
Except under rare circumstances, spelled out in the law, an agency head provides only 
"general supervision" over the IG and may not interfere with any of his or her audits, 
investigations, or issuances of subpoenas. Inspectors general, moreover, report 
semianndy to the agency head and Congress regarding their findings, conclusions, 
and recommendations for corrective action and may issue immediate reports on 
particularly serious or flagrant problems they discover. Indeed, IGs are required to 
keep the agency head and Congress l l l y  and currently informed about problems and 
deficiencies relating to the administration of programs in their agency through these 
reports and other ways, including testimony at congressional hearings. 

Despite their 20-year evolution and substantial statutory revisions in 1988, 
offices of inspector general still face a number of concerns and proposals for change. 
Some of these were advanced in the 105& Congress through oversight hearings, the 
statutory establishment of a new Treasury Inspector General for Tax Administration 
and whistleblower provisions for employees in the intelligence community, and other 
proposed amendments to the IG Act. These changes tie into the IGs7 institutional 
arrangements, authority and powers, perceived effectiveness and orientation, 
reporting requirements, personnel practices, and incentive awards. 
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Statutory Offices of Inspector General: 
A 2othAnniversary Review 

Overview of Statutory OIGs 

Statutory offices of inspector general (01Gs) consolidate responsibility for 
auditing and investigations within a federal department, agency, or other organization. 
Established by law as permanent, independent, nonpartisan, and objective units, the 
OlGs are designed to combat waste, fraud, and abuse. The initial establishments 
occurred in the wake of major financial and management scandals, first in the 
Department of Health, Education, and Welfare (now Health and Human Services) in 
1976 and next in the General Services Administration (GSA) in 1978. The latter 
episode provided a catalyst for an OIG in GSA and in each of 1I other departments 
and agencies. Reinforcing this, an even earlier scandal involving the Agriculture 
Department demonstrated the weaknesses in independence, authority, and resources 
of administratively created offices of inspector general. Statutory offices now exist 
in nearly 60 federal establishments and entities, including all cabinet departments and 
the largest federal agencies as well as many smaller boards, commissions, 
corporations, and foundations. 

' Separate fiom the offices directly under the Inspector General Act of 1978, as amended, are 
two others, which, for the most part, have been modeled after the provisions of the basic IG 
act, as amended: in the Central Intelligence Agency, whose IG is a presidential appointee 
subject to Senate codinnation (1 03 Stat. 171 1-171 5); and in the Government Printing Office, 
the only legislative branch entity with a statutory IG; in this case, the inspector general is 
appointed by the head of the agency, the Public Printer (1 02 Stat. 2530). 

For information on the h~story of OlGs and proposals for change, see: Michael 
Hendricks, et al., lnspectors General: A New Force in Evaluation (San Francisco: Jossey- 
Bass, 1990); Paul C. Light, "Make the Inspectors General Partners in Reforrn," Government 
Executive, v. 25, Dec. 1993, and Monitoring Government: Inspectors General and the 
Search for Accountability (Washgton: Brookings Institution, 1993); Frederick M. Kaiser, 
"The Watchers7 Watchdog: The CIA Inspector General," International Journal of 
Intelligence and Counterintelligence, v. 3, 1989; Kathryn E. Newcomer, "The Changing 
Nature of Accountability: The Role of the Inspectors General in Federal Agencies," Public 
Administration Review, v. 58, MarcWApril 1998; US. Congress, House Committee on 
Government Operations, The Inspector General Act of 1978: A 10-Year Review, H.Rept. 
100-1027, 100' Cong., 2& sess. (Washington: GPO, 1988); U.S. Congress, House 
Subcommittee on Government Management, Information, and Technology, The Inspector 
General Act of 1978: Twenty Years AJier Passage, Are the Inspectors General Fufllling 
Their Mission?, Hearings, 105' Cong., 2& sess., April 21, 1998 (not yet printed) and 
lmpector General Act Oversight, Hearing, I 04' Cong. 1" sess. (Washington: GPO, 1996); 
and U.S. Library of Congress, Congressional Research Service, Statutory Ofices oflnspector 
General: Esrablishment and Evolution, by Frederick M. Kaiser, CRS Report 98-379 GOV 
(Washington: 1 998). 



Under two major enactments-the inspector General Act of 1978 (P.L. 95-452; 
92 Stat. 1 101 -1 109) and the Inspector General Act Amendments of 1988 (P.L. 100- 
504; 102 Stat. 25 I 5-253O), codified at 5 U. S.C. Appendix-inspectors general (IGs) 
have been granted a substantial amount of independence and authority to cany out 
their basic mandate. Each office is headed by an inspector general who is appointed 
and removable in one of two ways: ( I )  presidential appointment, subject to the advice 
and consent of the Senate, and presidential removal in specified federal 
establishments, including all cabinet departments and larger federal agencies; and (2) 
agency head appointment and removal in designated federal entities, the usually 
smaller boards, foundations, commissions, and corporations. 

The dual focus of OIG activities since their inception has been auditing and 
investigation. Indeed, the 1978 act requires each IG in a federal establishment to 
appoint two assistant inspectors general, one for auditing and one for investigations. 
More recently, the offices have added inspection, a short-hand phrase for a usually 
short-term evaluation of agency programs and operations and their impact. 

Purposes, Powers, and Protections 

The statutory offices of inspector general have been given a broad mandate, 
along with an impressive array of powers and protections to cany it out independently 
and impartially. 

Purposes of Offices of Inspector General 

Section 2 of the codified law specifies three broad purposes or missions of the 
01%: 

to conduct and supervise audits and investigations relating to the programs and 
operations of the establishment; 

to provide leadership and coordination and recommend policies for activities 
designed to: (a) promote economy, efficiency, and effectiveness in the 
administration of such programs and operations, and (b) prevent and detect 
fraud and abuse in such programs and operations; and 

* to provide a means for keeping the head of the establishment and Congress 
hlly and currently informed about problems and deficiencies relating to the 
administration of such programs and operations as well as the necessity for and 
progress of corrective action. 

Appointment, Removal, and General Supervision of IGs 

1Gs in Federal Establishments. Section 3 of the codified law covers the 
appointment, removal, and general supervision of inspectors general in federal 
establishments. The President appoints the 1% in the federal establishments (z.e., 
cabinet departments and larger federal agencies) by and with the advice and consent 
ofthe Senate. The statute also provides that the selection be done without regard to 



polltical aEliation and solely on the basis of integrity and demonstrated ability in 
accounting, auditing, financial analysis, law, management analysis, public 
administration, or investigations. 

The IG Act, as amended, provides that an inspector general may be removed 
from office only by the President, who then must communicate the reasons for 
removal to both Houses of Congress. There are no explicit restrictions on the 
President's authority; removal may be with or without cause. 

Each inspector general "must report to and be under the general supervision of7 
the establishment head or, to the extent this authority is delegated, to the officer next 
in rank below the head, and shall no1 report to or be subject to supervision by any 
other officer. The restriction on supervision is reinforced by another provision: 
"Neither the head of the establishment nor any other officer shall prevent or prohibit 
the lnspector General from initiating, carrying out, or completing any audit or 
investigation, or from issuing any subpoena." 

Exceptions to this prohibition are few; they are spelled out for only certain 
departments and for only specified reasons. Sections 8, 8D, and 8E of the IG Act, as 
amended, authorize the heads of the Departments of Defense, Treasury, and Justice, 
respectively, to prohibit an IG audit, investigation, or issuance of a subpoena which 
requires access to information concerning ongoing criminal investigations, sensitive 
operational plans, intelligence matters, counterintelligence matters, and other matters 
the disclosure of which would constitute a serious threat to national security. (Under 
separate statutory authority, the Director of Central Intelligence (DCI) has similar 
power over the lnspector General in the Central Intelligence Agency (CIA).) Should 
the agency head use this power to limit the IG7s exercise of authority, the reasons 
must be communicated to the 1G and then by the inspector general to specified 
committees of Congress. 

Section 3 also provides for two assistant inspectors general within each IG office 
in the specified federal establishments: z.e., an Assistant Inspector General for Audits 
and an Assistant Inspector General for Investigations. 

IGs in Designated Federal Entities. Section 8G covers the same matters for 
offices of inspectors general in "Designated Federal Entities," a category of 
organization added by the 1988 Amendments. These entities include the Consumer 
Product Safety Commission, Federal Communications Commission, Federal Labor 
Relations Authority, and Securities and Exchange Commission, along with numerous 
other usually small boards, commissions, government corporations, and foundations. 

In addition to these entities, the inspector general in the Government Printing 
Office (GPO)-the only legislative branch entity with a statutory office of inspector 
general-operates under similar guidelines. Because GPO is a legislative branch 
organization, however, its 01G was established under separate public law (44 U.S.C. 
3901 -3903). 

The appointment and removal provisions for IGs in designated federal entities 
(and in GPO) differ from those which govern presidentially-appointed 1Gs. The 
inspectors general in designated entities are appointed by the agency head. Regarding 



removal, the agency head may remove or transfer the IG, but must prci~~ptly 
communicate in writing the reasons for such action to both Houses of Congress. 

As with the presidentially appointed inspectors general, however, the 1Gs in the 
designated federal entities are required to report to and be under the "general 
supervision" of the agency head. Furthermore, neither the head nor any other officer 
can interfere with an 1G audit or investigation or isstlance of a subpoena. 

Duties of IGs 

The broad mandates, highhghted in section 2, are spelled out in greater detail in 
section 4 of the codified law. Each inspector general is required to perform specific 
duties to achieve the goals of promoting economy and efficiency and of detecting and 
preventing waste, fraud, and abuse. These duties illustrate the IG's unique role within 
the agency and the broad grant of authority delegated by Congress. The IGs are 
specifically directed to: 

provide policy direction for, conduct, supervise, and coordinate audits and 
investigations relating to the establishment's programs and operations; 

review existing and proposed legislation and regulations relating to programs 
and operations and make recommendations in the semiannual reports 
concerning the impact of the laws or regulations on the economy and efficiency 
in the establishment's programs and operations and on the prevention and 
detection of fraud and abuse; 

0 recommend policies for, conduct, supervise, or coordinate other relevant 
activities of the establishment; 

recommend policies for, conduct, supervise, or coordinate relationships with 
other federal agencies, with state and local governmental agencies, and with 
nongovernmental entities with respect to promoting economy and efficiency 
and preventing and detecting fraud and abuse in establishment programs and 
with respect to identifying and prosecuting participants in fiaud or abuse; and 

report expeditiously to the Attorney General whenever the inspector general 
has reasonable grounds to believe that there has been a violation of federal 
criminal law. 

IG Reporting to and Informing the Agency Head and Congress 

Under section 5, inspectors general have two basic types of reporting 
requirements to the agency head and to Congress. These are: ( I )  semiannual reports 
and (2) seven-day letter reports dealing with particularly serious or flagrant problems, 
a reporting obligation that was supplemented in 1998, by legislation regarding 
allegations from whistleblowers in the intelligence community. These reporting 
obligations complement the section 4 requirement to keep the agency head and 
Congress "fulliy and currently informed." 



'Semiannual Reports. IGs are directed to make semiannual reports that 
summarize the 01G7s activities for the previous six months, itemizing waste, fraud, 
and abuse problems, and identifjwg proposals for corrective action. The 1988 
amendments refined and enhanced several of the semiannual reports7 ingredients. For 
example, the reports must contain certain entries, some of which include: 

a a description of significant problems, abuses, and deficiencies relating to 
programs and operations; 

a a description of recommendations for corrective action; 

a an identification of each significant recommendation contained in the previous 
reports on which corrective action has not been completed; and, 

e statistical information relating to costs, management of funds, and related 
matters. 

These IG reports go directly to the agency head, who must transmit them 
unaltered to appropriate congressional committees within 30 days. After another 60 
days, such reports are to be made available to the public. The agency head is 
authorized to append comments and specific data and infbrmation to the IG reports; 
this additional information includes statistical tables showing audit reports and dollar 
value of recommendations of disallowed costs and projected savings of 
recommendations for hnds which could be put to a better use. 

Seven-Day Letter Reports. The lnspector G ~ ~ e r a l  Act, as amended, also 
requires the IG to report immediately to the agency head whenever the IG becomes 
aware of "particularly serious or flagrant problems, abuses, cr deficiencies relating to 
the administration of programs and operations." Such communications must be 
transmitted-unaltered but allowing for comments the head deems appropriate-to 
the appropriate congressional committees within seven days. 

lntelligence Community Whistleblower Reporting. A parallel provision 
affecting inspectors general in the intelligence community became law in 5 998. The 
~ntelli~enceCommunity Whistleblower Protection Act (P.L. 105-272) specifically 
authorizes intelligence community employees and contractors to submit an "urgent 
concern"-that is, a serious or flagrant problem, abuse, violation of law or executive 
order, or other specified wrongdoing-based on classified information to Congress. 

This is to be accomplished by first notifjrlng the inspector general in the relevant 
agency-the Central lntelligence Agency, Department of Defense, Department of 
Justice, or other organizations that conduct foreign intelligence or 
counterintelligence-who must determine within 14 days whether the allegation 
appears credible. Ifso, the 1G notifies the agency head, who transmits the complaint, 
along with any comments the head deems appropriate, to the House and Senate Select 
Committees on Intelligence within seven days. If the 1G does not transmit the 
complaint or does not do so "in an accurate form," then the whistleblower may 
contact the intelligence committees directly, following specified guidelines; these 
include notification to the agency head, through the inspector general, of the intent 
to contact the committees and a statement of the allegation. 



Other Channels of Communication. The enactment provides fix additional 
channels for IGs to communicate with the agency head and Congress. Section 4 
requires the 1G: 

to keep the head of such establishment and Congress fully and currently 
informed, by means of the reports required by section 5 and otherwise, 
concerning fraud and other serious problems, abuses, and deficiencies 
relating to the administration of programs and operations administered or 
financed by such establishment, to recommend corrective action concerning 
such problems, abuses, and deficiencies, and to report on the progress made 
in implementing such corrective action. 

The concept of keeping the head and Congress informed "otherwise" (separate 
fiom the required reports) allows for a variety of mechanisms for the inspector general 
or the office to communicate with Congress. These means extend to: testifying at 
congressional hearings; meeting with lawmakers and staff, and providing information 
and reports directly to Members of Congress, its committees and subcommittees, and 
other offices. 

Authority of IGs 

To carry out the purposes of the act, Congress has granted the inspectors general 
broad authority. 

Specific Powers. Section 6 of the codified legislation authorizes the IGs, among 
other things: 

e to conduct audits and investigations and make reports relating to the 
administration of programs and operations; 

to have access to all records, reports, audits, reviews, documents, papers, 
recommendations, or other material which relate to programs and operations 
with respect to which the IG has responsibilities under the act; 

to request assistance fiom other federal, state, and local government agencies; 

to issue subpoenas for the production of all information, documents, reports, 
answers, records, accounts, papers, and other data and documentary evidence 
necessary to perform the IG's functions;* 

to administer to or take from any person an oath, firmation, or affidavit; 

to have direct and prompt access to the agency head; 

to select, appoint, and employ officers and employees to carry out the 
functions, powers, and duties of the office of the inspector general; 

This section does not permit the IG to use the subpoena power to obtain documents and 
information fiom other federal agencies. 5 U. S .C. App. 3, $6. 



I to  obtain the services of experts and consultants on a temporary or intermittent 
basis, as authorized by 5 U.S.C. 3 109; and 

to  enter into contracts and other arrangements for audits, studies, and other 
services with public agencies as well as private persons and to make such 
payments as may be necessary to carry out the act. 

The scope of an IG7s investigative authority is seen fkrther in the range of 
matters the inspector general may investigate stemming from an employee complaint 
or disclosure of information. Under section 7 of the act, the inspector general is 
authorized to receive and investigate complaints or information fiom an employee 
concerning the possible existence of an activity constituting: a violation of law, rules, 
or regulations; mismanagement, gross waste of h d s ,  and abuse of authority; or a 
substantial and specifjc danger to the public health and safety. In such instances, the 
IG shall not disclose the identity of the employee without the employee's consent, 
unless the IG determines that such disclosure is unavoidable during the course of the 
investigation. The act, suppjementing other ''~histleblower~~ ~tatutes,~ also prohibits 
reprisals against employees who properly make complaints or disclose information to 
the IG. 

Prohibition on Program Operating Responsibilities. Notwithstanding the 
broad powers granted by the IG Act, as amended, inspectors general are prohibited 
fiom taking corrective action or instituting changes themselves. Indeed, section 9 of 
the act expressly forbids the transfer "of program operating responsibilities" to an IG. 
This prohibition is designed to ensure the integrity of an IGYs audit or investigation; 
if an IG were to carry out programs or institute changes, he or she would not be able 
to audit or investigate them objectively or impartially in the future. 

Law Enforcement Powers. Despite the broad range of investigative authority 
under the IG Act, as amended, law enforcement powers have no1 been granted across- 
the-board in public law. Instead, the OlGs that have such authority-to carry 
firearms, make arrests without warrants, and obtain and execute search 
warrants-have acquired them in one of four basic ways: through transfers of pre- 
existing offices which held relevant powers when the OIG was created, specific 
statutory grants to a particular office (e.g., in the Agriculture and Defense 
Departments), delegation of relevant authority and jurisdiction by the agency head, 
and special deputation by the Department of Justice. 

In the past, IGs have received ad hoc, temporary special deputation from the 
Justice Department when law enforcement powers were needed independently (that 
is, without relying upon other agencies to make arrests, carry firearms, or execute 
search warrants). Criticism arose from the IG community, however, over the costs 
associated with such deputation, delays in processing OIG applications for it, and its 
limited duration and extent. As a result, an alternative policy has since been devised 
to provide extended, blanket deputation to most offices of inspector general in federal 

See, most importantl~7, the Whistleblower Protection Act of 1989 (1 03 Stat. 16 ei seg.) and 
its companion legislation setting forth the Merit System Principles (5 U.S.C. 2301-2305), 
along with the Intelligence Community Whistleblower Protection Act of 1 998 {P .L. I 05-2 72). 



establishments (in 23 of the 28 OlGs headed by presidentially cppointed IGs). 
Memoranda of Understanding between the Justice Department and the qualified OlGs 
implement this program, which is limited to one year and thus must be renewed 
annually. 

Jurisdiction 

In nearly all cases, inspectors general have comprehensive jurisdiction over the 
establishment or entity in which they are located. The few exceptions-in the 
Departments of Justice and the Treasury--exclude from or circumscribe the 
department 1G's jurisdiction over certain law enforcement agencies. 

One of those bureaus excluded from its parent agency 1G has been the Treasury 
Department's Internal Revenue Service (IRS), which has been criticized for abusive 
and arbitrary conduct, maladministration, and an absence of accountability, oversight, 
and controls. As a result, a Treasury Inspector General for Tax Administration, along 
with other new organizations, including an lRS Oversight Board, has been established 
to cover the Internal Revenue Service alone.4 The new IG for Tax Administration, 
who is a presidential appointee subject to Senate confinmation, operates independently 
of the Treasury Department OIG. This is the only case among dl statutory offi~hfs in 
which an IG has jurisdiction for a part of an establishment or entity that has its own 
oflice of inspector general. As a corollary, the Treasury Department Office of 
Inspector General is the only statutory office whose jurisdiction has been subdivided 
to accommodate a separate statutory 0IG within the same establishment or entity. 

Coordination Among and Investigations of IGs 

Inspectors general, along with other relevant agencies, are members of one of 
two coordinating mechanisms, which have been established by executive order and 
operate under the auspices of the Office of Management and Budget ( O M ) .  In 
addition, allegations of wrongdoing against IGs themselves or other high ranking 
officers can be investigated by a special integrity committee consisting of members of 
these two councils. 

Coordination 

Two councils-the President's Council on Integrity and Efficiency (PCIE), for 
the presidentially appointed IGs, and the Executive Council on Integrity and 
Efficiency (ECIE), for agency-head appointees-provide a coordinating mechanism 
for the inspectors general, along with representatives from other appropriate 
organizations. The other members include the Deputy Director for Management of 
the Office of Management and Budget, who chairs both councils; the Associate 
Deputy Director for Investigations of the Federal Bureau of Investigation (FBI); the 

Sections 1102 and I 103 of P.L. 105-206, enacted on July 22, 1998. U.S. Congress, 
Committee of Conference, Infernal Revenue Sewice Restructuring and Reform Act of 1998, 
conference report to accompany H.R. 2676, H.Rept. 105-599, 1 0 5 ~  Cong., 2* sess., 
(Washington: GPO, 1998); pp. 21 1-225. 



Controller of tlilr,.: Office of Federal Financial Management; the Director of the Office 
of Government Ethics; the Special Counsel of the Office of Special Counsel; and the 
Deputy Director of the OEce of Personnel Management. Besides these individuals, 
the Vice Chairperson of the PCIE sits on the ECIE and the Vice Chairperson of the 
ECIE, on the PCIE. 

The President's Council on lntegrity and Efficiency, the older of the two 
councils, was established in 1981 by President Reagan through Executive Order 
12301. Both councils are now governed by Executive Order 12805, issued by 
President Bush in 1992. Among their functions, the councils "shall continually 
iden* review, and discuss areas of weakness and vulnerability in Federal programs 
and operations to fraud, waste, and abuse, and shall develop plans for coordinated, 
Governmentwide activities that address these problems and promote economy and 
efficiency in Federal programs and operations." 

Administrative Investigations 

Allegations of wrongdoing by inspectors general or other high-ranking oEcers 
in an 1G office may be investigated by a special Integrity Committee, following a 
process authorized by Executive Order 12993, issued by President Clinton in 1996. 
Such a committee, established by the Chairperson of the PCIE and ECIE (ie., the 
Deputy Director for Management from OMB), is to consist of at least the following 
PCIE and ECIE members: the FBI representative, who chairs the committee; the 
Special Counsel of the Office of Special Counsel; the Director of the Office of 
Government Ethics; and three or more IGs, representing both the PCIE and the ECIE. 
In addition, the Chief of the Public lntegrity Section of the Criminal Division of the 
Department of Justice serves as an advisor to the Lntegrity C o d t t e e  with respect 
to its responsibilities and functions. 

Once it receives allegations of wrongdoing, the lntegrity Comittee reviews them 
and, where appropriate, refers them to one of two investigative entities: either to an 
agency with jurisdiction over the matter or to an investigative team composed of 
selected investigators supervised and controlled by the lntegrity Committee's 
chairperson. 

Current Issues Affecting Inspectors General 

The issues af3ecting the statutory IGs can be grouped under six broad categories: 

-institutional arrangements and procedures; 
--changes in authority of the IGs; 
--effectiveness and orientation of the IGs, as well as the PClE and ECIE; 
-reporting to the agency head and Congress; 
-personnel practices; and 
-incentive awards. 

Each of these issues is connected to the need for additional information and 
study or to options for change. These have arisen because of perceived problems or 
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weaknesses in the existing offices' resources, capabilities, operations, or authority; a 
possible need for statutory OIGs in government organizations or entities which do not 
have them currently; initiatives from the inspectors general directly to enhacce their 
powers; or recent studies of their operations and recommendations for change coming 
from Members and committees of Congress or from outside sources. 

Underlying some of the issues and options for change are differences among the 
IGs, based in part upon the different needs and characteristics of the establishments 
where they serve as well as the characteristics, experience, and orientation of the IG; 
possible tension between the audit and investigation functions of the offices; 
differences in the IGs7 focus between prevention and detection; concerns about 1G 
independence @om the establishment oacers) versus IG impact (by working closely 
with the same officials); and disputes between certain 1Gs and the Department of 
Justice over their authority and jurisdiction. 

The following provides suggestions for each ofthe five broad issues, based on 
the public record since the IGs were established. The Congressional Research Service 
takes no position in support of or in opposition to these suggestions. 

Institutional and Procedural Arrangements 

Changing the removal provision for IGs by requiring that any such action by 
the President or agency head be "for cause," such as neglect of duty, 
malfeasance, or serious disability. 

Setting a term of office (e.g., 6, 8, or 10 years) for the IGs, to encourage 
longer service and greater stability in a single post than is now common. 

Establishing an inspector general in the Executive Office of the President (with 
jurisdiction, for instance, over statutorily created entities therein). 

Establishing by statute offices of inspectors general in congressional branch 
support agencies, particularly the General Accounting Ofice and the Library 
of Congress, modeled perhaps &a the OIG in the Government Printing Office 
or in designated federal entities, where the lG is appointed by the agency head. 

Bringing the OIG in the Government Printing Office into closer conformity 
with the IG Act provisions affecting OlGs in designated federal entities. 

Adding IG positions in other entities which might now meet the criteria used 
in the 1988 amendments for the designated federal entities but did not then. 

Setting up a panel of P C E  members to make recommendations to the entity 
heads or screen possible candidates for the 1Gs in the smaller designated 
federal entities. 

Placing certain 0lGs in designated federal entities under a statutory inspector 
general in a related major establishment. This might be considered because of 
the OlGs small size, limited resources, or problems with independence, 
capabilities, and effectiveness. Several precedents for a dual assignment or 
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shared jurisdiction exist. There has been only one dual inspector general 
assignment, however: i.e., the IG in the State Department also served as the 
1G in the Arms Control and Disarmament Agency, which has since been 
transferred to the State Department. Presently, the State Department IG also 
has jurisdiction over the Broadcasting Board of Governors and the 
International Broadcasting Bureau, while the IG in the Agency for 
International Development covers the Overseas Private Investment 
Corporation. 

Having one person be the inspector general for all or a number of smaller 
designated federal entities. For instance, one individual could be the inspector 
general in perhaps 10 or I I small entities; thus, the so-called mini-lGs would 
have a combined total of three IGs, contrasted with the more than 30 
presently. Because of this combination, the newly created posts coujd become 
presidential nominations subject to Senate confirmation, rather than remaining 
as agency head appointments. This might also be a way of overcoming the 
limitations of small size, few resources, and limited capabilities, by comparison 
to other statutory IGs. 

Examining the offices with presidentially appointed 1Gs established by the 1988 
IG Act Amendments and since then. This review would look at the newest of 
the presidentially appointed IG positions with a view to assessing their 
performance and reviewing any concerns about their independence and their 
offices' capabilities. 

Reviewing the statutory limitations on the Treasury Department IG's 
jurisdiction and authority over the law enforcement .organizations in the 
Department: i.e., Bureau of Alcohol, Tobacco and Firearms; Customs Service; 
Internal Revenue Service (IRS); and Secret Service. This could examine 
whether there is a need to modify the current relationship with the existing 
Treasury Department IG or possibly to create a separate IG for one or all of 
these organizations, if merited, because of concerns about their accountability, 
performance, and conduct. In 1998, such an effort led to establishing a new 
Treasury Inspector General for Tax Administration to cover the IRS (P.L. 
105-206). 

Establishing a separate office of inspector general for the Federal Bureau of 
Investigation (FBI) and Drug Enforcement Administration (DEA) in the 
Department of Justice or, alternatively, augmenting the authority and 
jurisdiction of the Justice Department inspector general over them. These 
options might be considered because of the size and importance of DEA and 
FBI, sensitivity of their operations, criticisms of past performance, and their 
relative independence from the Justice Department office of inspector general 
by comparison to other bureaus and organizations within the Department. 

Examining and clarifjmg in statute the role and responsibilities of the Justice 
Department IG with regard to the OEce of Professional Responsibility (OPR), 
an administratively created office, along with other internal investigative or 
audit units in the department. Currently, for instance, there is a dispute within 
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the Justice Department about the scope of the IG7s jurisdiction vis-a-vis 
0PR7s, regarding investigation of officers or employees in attorney positions. 

Clarifying or changing the relationship of the IGs in the individual Armed 
Services with the Department of Defense (DOD) 1G. This might include 
placing the military IGs directly and explicitly under the control of the civilian 
DOD inspector general. 

Expanding or clarifjmg the jurisdiction and authority of the IG in the Central 
lntelligence Agency with respect to other intelligence agencies, for instance, 
those in the Departments of Defense and Justice. One option would be to 
extend the ClA IG's jurisdiction to mirror the jurisdiction of the Director of 
Central of lntelligence, resulting in an inspector general for the entire 
intelligence community. 

Examining the relationship of the 1G with the Chief Financial Officer (CFO) in 
each establishment where both posts exist. 

Creating the post of assistant inspector general for inspections, to supplement 
the existing ones for auditing and investigations. 

Authority of Inspectors General 

Reviewing and fiuther clarifymg, if necessary, the scope and tools of the IGs' 
regulatory investigation authority. Certain limits on this authority and 
jurisdiction were prescribed in a 1989 Justice Department Office of Legal 
Counsel memorandum, commonly known as the "Kmiec memo" for its author. 
The following year, the Acting Attorney General, based on discussions 
between the Department of Justice and the PCIE, issued a followup 
memorandum, establishing a set of principles that attempt to clanfy the earlier 
opinion. 

Examining and possibly expanding and standardizing law enforcement 
authority for criminal investigators in the offices of inspector general. This 
area of inquiry could look at: whether the current arrangements, especially the 
long-term special deputation by the Marshals Service, have proven effective 
and at what costs and impact on the offices of inspector general; whether there 
should be across-the-board law enforcement powers in public law or whether 
law enforcement powers, if expanded by statute, should be granted selectively 
to specific agencies; and, most fundamentally, whether there is a need for 
independent law enforcement authority for 01G criminal investigators, by 
comparison to other mechanisms which rely upon the Marshals Service or 
other law enforcement entities, and what impact such a change would produce 
in the OlGs themselves, in their relationship with the Justice Department, and 
in crime control efforts at the federal level. 

Enhancing IG testimonial subpoena authority for all statutory inspectors 
general under the 1978 IG Act. This change could aid 1Gs especially in 
gathering information about alleged abuses of authority and evidence about 
suspected criminal wrong-doing. 
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Examinkg and possibly clanfjrlng the rights of employees who are interviewed 
by IG staff, such as the right to counsel or to union representation at such 
meetings. 

Clanfylng or expanding 1G access to certain private records of public officials. 
These might include such items as income tax records and other financial 
records. 

Protecting the confidentiality of "~histleblowers~~ and other employees who 
bring allegations of wrong-doing to the IGs7 attention. This might result in 
examining instances where such confidentiality has not been adequately 
protected, where the individual employee protested the disclosure, and where 
(alleged) reprisals resulted. 

Granting IGs authority to halt specific projects or operations which are found 
to have "particularly serious or flagrant problems" and which are reported to 
the agency head and within seven days to Congress. (Only the now-defunct 
inspector General for Foreign Assistance has held authority to halt a project.) 
These new powers could help to improve agency responsiveness to IG findings 
of these serious problems and subsequent recommendations for corrective 
action. 

a Providing prosecutorial authority for 1Gs in specified areas, possibly on a trial 
basis. This power could increase the impact of 1G findings of criminal 
conduct. Currently, prosecutions based on such discoveries are conducted by 
U.S. Attorneys and the Department of justice. These Justice Department 
prosecutors may be overwhelmed with other cases that have a higher priority, 
such as those involving illegal narcotics, thus, reducing the likelihood of 
prosecutions based on IG findings of wrongdoing (for instance, for Medicare 
or Medicaid fiaud). 

Effectiveness and Orientation of IGs, PCIE, and ECIE 

,a Measuring effectiveness and orientation of the offices and comparing them 
over time. This could include attempts to determine changes within and 
between the audit and investigation functions since the establishment of an 
OIG, between an IG7s prevention and detection focuses, or between his or her 
possible roles as an "outsider" (e.g., an independent critic) or "insider" (e.g., 
an ally of management). Other studies could focus on corrective action taken 
by an agency on IG recommendations, based in part on the semiannual 
statistical reporting provisions required by the 1988 Amendments to the IG 
Act; these studies might examine whether the proposed corrective actions have 
actually taken place, to what extent, and with what results. A related inquiry 
might question the budgetary impact of corrective recommendations that have 
been implemented, asking, for instance, whether the cost-savings resulted in 
a reduction of an agency's budget requests. 

Using different measurements or bases to assess performance effectiveness and 
success. Different kinds of measurements than presently used might reveal 
different levels or rates of success and effectiveness of IGs. 
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Assessing the role of OlGs in implementation of the Government Performance 
and Results Act, both for themselves and for the agencies in which they are 
located. 

e Examining the role of 01Gs in helping to determine, commenting upon, and 
recommending corrective action for the high risk or high vulnerability areas in 
federal programs that have been identified by GAO. 

e Requiring that the summary reports on IG activities produced by the 
President's Council on lntegrity and Efficiency and the Executive Council on 
lntegrity and Efficiency be issued semiannually. The PCIE reports had been 
issued twice a year until the FY 1988 report. These accounts, along with the 
ECIE reports, now appear only once a year; and their release is often delayed 
by more than six months after the end of the fiscal year. This results not only 
in fewer summary accounts of lG activities but also in less timely information 
and data than would be available if they were issued semiannually. 

E m i n k g  the role and responsibilities of the President's Council on lntegrity 
and Efficiency (PCIE), covering presidentially-appointed I&, and the 
Executive Council on Integrity and Efficiency (ECIE), covering entity-head 
appointments. This effort could examine how the PCIE and ECIE have 
contributed to the effectiveness of the I&, presumably through improved 
coordination; any OMB followup to such efforts; what other techniques or 
operations might be adopted along the same lines; and whether individual 1G 
activities, operations, or independence might have been jeopardized or reduced 
because ofPCIE or ECIE demands. 

Looking into the controls (via the PCIEECIE lntegrity Committee) over 
alleged abuses of authority or other improprieties by IGs or their top assistants. 

Examining what has happened to IG findings of suspected criminal 
wrongdoing reported to the Attorney General. This might include comparing 
among the IGs the number and type of such reported suspicions, as well as the 
Justice Department's own followup investigations and prosecutions. This 
examination could lead to determining the reasons why the Justice Department 
followed up (or did not do so) with its own investigations and prosecutions 
and, thus, help to improve IG preliminary investigations and gathering of 
evidence, if that appears necessary. 

Reporting to the Agency Head and Congress 

Enhancing and standardizing the data and information on investigations in the 
semiannual reports. This might follow the lines for audit statistics and data 
required by the 1988 1G Act Amendments. 

improving communication surrounding the major findings, conclusions, and 
recommendations in the semiannual reports. This could occur through, for 
instance, regular hearings with relevant congressional subcommittees when the 
report is issued and in-person briefings by IG personnel for congressional staff 
on relevant panels. 
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Consolidating or coordinating the semiannual reports from IGs with the 
periodic reports submitted under other relevant statutes, such as the Chief 
Financial Officers Act and the Federal h4anagers7 Financial lntegrity Act. 

Requiring that the IGs issue their summary activity reports only annually, 
rather than semiannually, as is the case now. 

lncreasing the use of the seven-day letter reports about "particularly serious or 
flagrant problems." This might be accomplished by clarifying the meaning of 
the phrase in law, in a congressional report, or in a PClE advisory opinion to 
the IGs. The effort might also lead to setting specific criteria and standards for 
submitting such reports. It might, for instance, require that any finding which 
is repeated in three successive semiannual reports be considered "particularly 
serious or flagrant" and automatically submitted to the agency head and then 
sent to Congress within seven days. This possible product could be based on 
an examination of the infrequent use of the seven-day letter reports-about 
once a year for all IGs-and a comparison of this use with episodes that appear 
to meet a common understanding of 'particularly serious or flagrant problems" 
but were not reported under this provision. 

Examining systematically the agency heads7 and Congress's response to seven- 
day letter reports about particularly serious or flagrant problems discovered by 
the IGs. 

Requiring the IG to issue a confidential report directly to the appropriate 
congressional committees whenever the head of the establishment is the subject 
of an IG investigation. Presently, only the CIA Inspector General has this 
authority (for the Director of Central Intelligence). 

Personnel Practices 

Comparing personnel practices of IGs. This might include examining whether 
the IG hires his or her own staff or relies upon personnel rotating into and out 

. of the office from other parts of the establishment. It could also involve a 
comparison of the recruitment practices and selection criteria for new hirings, 
promotional opportunities and practices, and complaints or grievances from IG 
personnel in this field. 

Comparing changes over time between the audit and investigative side of each 
OIG. This effort could help to determine whether any growth in one side has 
been accomplished at the expense of the other, and if so, why. 

Contracting out for activities and operations. This could involve a review of 
such contracting among IGs currently or for each IG over time, what types of 
activities are contracted for, actual costs and cost-benefits, and the possible 
loss of in-house capabilities through a reliance on such outsourcing of activities 
and operations, which might result in "hollow government" (that is, the 
inability of a government office to perform its basic hnctions or activities 
itself). 
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Incentive Awards 

Using "whistleblower" cash incentive awards. This effort could look at the 
extent of their use by the inspectors general to reward federal personnel for 
cost-saving disclosures, differences among the IGs, and changes in usage over 
time. 

Allowing lGs to be eligible for incentive awards or not. An examination of this 
matter might first of all review the differences in accepting incentive awards 
among IGs and then examine the differences of opinion over whether 1Gs 
should be eligible for such awards, particularly those granted by the 
establishment head or based on his or her recommendation. lf these types of 
awards are found acceptable, attention might then be given to alternative 
arrangements for nominating IGs-possibly through a panel of PClE or ECIE 
members or through a panel of experts set up under the Federal Advisory 
Committee Act-to avoid the appearance of a conflict of interest. 

Legislative h i  tia tives 

Several legislative initiztives in the 1 0 5 ~  Congress have called for changes in the 
statutory offices of inspector general. 

Proposed Inspector General Act Amendments of 1998 

In the most far-reaching of these, Senator Susan Collins introduced legislation 
(S. 2167), for herself and Senator Grassley, that would have amended the Inspector 
General Act of 1978 in a number of ways. First of d, the proposal would consolidate 
seven of smaller IG offices in designated federal entities into larger OlGs in federal 
establishments with similar subject matter jurisdictions (e.g., Peace Corps OIG into 
the State Department OIG). The initiative would also reduce the semiannual 
reporting by IGs (to the agency head and to Congress) to a single annual report. 

In addition, inspectors general in larger federal establishments, who are 
appointed by the President and confirmed by the Senate, would be given a renewable 
nine-year term of office, in the expectation that this would encourage longer tenure. 
The bill would also require that all IGs undergo an external review or evaluation of 
their activities and operations at least every three years. Finally, S. 2167 would 
increase the salary level of lGs in the federal establishments from Executive Level 4 
($1 18,400) to Executive Level 3 ($1 25,900). Because IGs have generally refrained 
from receiving bonuses in order to avoid the appearance of a conflict of interest, this 
loss of bonuses (from the agency head) has resulted in some IGs receiving lower 
annual compensation than their subordinates, particularly assistant and deputy 
inspectors general, who have accepted such bonuses. 

Proposed Inspector General for Medicare and Medicaid 

H.R 25 1, introduced by Representative Jack Quinn on January 7, 1997, would 
have created a statutory inspector general for medicare and medicaid. The new 
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inspector general would have the same responsibilities, duties, powers, and authorities 
as the other statutory IGs under the 1978 lnspector General Act, as amended. 

Proposed Reform of the Justice Department lnspector General 

The proposed Department of Justice lnspector General Reform Act, H.R. 21 82, 
would have amended the IG Act of 1978, as it pertains to the Department of Justice 
(DOJ). lntroduced by Representative Robert Wexler on July 7, 1997, the bill 
provided that the Inspector General in the Justice Department would have oversight 
responsibility for the internal investigations performed by any DOJ entity. The IG 
would also have authority to initiate, conduct, and supervise inspections (along with 
audits and investigations as it is now authorized), regarding any Department entity or 
organization. The head of each DOJ entity, moreover, would be required to report 
promptly to the IG such matters, and under the terms, that the IG determines are 
necessary to cany out the 1G's responsibilities. The proposal would also ensure that 
an IG audit, investigation, or inspection would preempt that of any other DOJ entity 
on the same matter. 

Treasury Inspector General for Tax Administration 

The Internal Revenue Service Restructuring and Reform Act of 1398 (P.L. 105- 
206) established a new Treasury Inspector General for Tax Administration to cover 
the Internal Revenue Service. The law is to take effect within 180 days after its 
enactment, which occurred on July 22, 1 998.5 (The enactment contained additional 
oversight mechanisms and procedures to help improve accountability and control over 
the IRS.) 

The jurisdiction for the new IG is confined to the IRS and tax administration, 
while the Treasury Department IG is excluded from such matters As a presidential 
appointee, subject to Senate confirmation, the Inspector General for Tax 
Administration is on a par with statutory IGs in other establishments, that is, all the 
cabinet departments and larger federal agencies. The new IG reports to and is under 
only the "general supervision" of the head of the establishment-the Secretary of the 
Trwury, here---as are the other inspectors general. The IG for Tax Administration 
also has the same duties, authorities, and requirements of the Kjs in other 
establishments. In addition, the powers and responsibilities of the IRS OfEce of Chief 
Inspector, including access to tax records, are transferred to the new lnspector 
General for Tax Administration. 

Intelligence Community \)\7histleblower Protection Act of 1998 

The Intelligence Authorization Act for Fiscal Year 1999 (P.L. 105-272) 
contained the Intelligence Community Whistleblower Protection Act of 1998, which 
involves the inspectors general in relevant establishments, notably the Central 
Intelligence Agency, Department of Defense, and Department of Justice, along with 
other organizations that conduct foreign intelligence or counterintelligence. Based 

Sections 1 102 and 1 103 of P.L. 105-206. 
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on H.R. 3829, introduced by Representative Porter Goss, Chairman of the House 
Permanent Select Committee on lntelligence, and modified by the conferees on the 
intelligence authorization bill, the new whistleblower statute is designed to promote 
and protect reporting to Congress by employees or contractors who have an "urgent 
concern" about a number of matters, based on classified information. Such concerns 
include: suspected serious or flagrant problems, abuses, violations of law or executive 
orders; false statements to Congress; a wiEd withholding of certain information from 
Congress; and reprisals or the threat of reprisals against a whistleblower. (A parallel 
proposal in the Senate--S. 1668, 105' Congress-by comparison, did not specifically 
involve the IGs, unlike the House proposal and the final version.) 

The new whistleblower statute establishes a procedure whereby employees notify 
the inspector general in their establishment of such problems and concerns. The IG 
is to determine within 14 days, if the charge appears credible. If so, the inspector 
general then notifies the agency head, who must transmit the information, along with 
any comments the head deems appropriate, to the House and Senate Select 
Committees on lntelligence within seven days. 

Ethe IG does not transmit the complaint to the agency head or does not do so 
in an "accurate form," the inspector general must report this to the whistleblower. If 
he or she does not agree with the IG's decision, then the whistleblower is allowed to 
submit the information to the intelligence committees directly, under prescribed 
conditions; these include notice to the agency head, through the IG, of the intent to 
contact the panels and a statement of the allegation. 

Foreign Affairs Reform and Restructuring Act of 1998 

The Foreign Mairs Reform and Restructuring Act of 1998, a part of the 
Omnibus Consolidated and Emergency Supplemental Appropriations Act for Fiscal 
Year 1999 (P.L. 105-277), calls for the transfer of certain programs and agencies to 
the Department of State. Two of these-the Arms Control and Disarmament Agency 
(ACDA) and the United States information (USlA)--are scheduled to be merged into 
the Department in 1999; consequently, the State Department IG will inherit 
jurisdiction for their programs and operations. (Previously, the State Department IG 
had a dual assignment as inspector General in ACDA; this was the only case in which 
the same individual held two official inspector general positions, serving as the 1G in 
two separate establishments.) In addition, the State Department inspector general, 
via P.L. 105-277, has been granted jurisdiction over the independent Broadcasting 
Board and the International Broadcasting Bureau, which had been under the USIA 
inspector general. 

Recognition of IG Accomplishments Since the 1978 Act 

Ln 1998, Congress recognized the accomplishments of the statutory inspectors 
general upon their 20" anniversary through P.L. 105-349. Introduced by Senator 
Glenn, for himself and six cosponsors, the joint resolution (S.J.Res. 58) commended 
the offices for their professionalism and dedication; recognized their accomplishments 
in combating waste, fraud, and abuse (resulting, for instance, in an estimated $3 billion 
in returns and investigative recoveries and another $25 billion in funds that could be 



CRS-19 

put to  better use, in FY1997); and reaffirmed the role of the IGs in promoting 
economy, efficiency, and effectiveness in the administration of federal programs and 
operations. 
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Summary 

Statutory offices of inspector general (OIGs) consolidate responsibility for audits 
and investigations within a federal department, agency, or other organization. 
Established by public law as permanent, nonpartisan, independent offices, they now 
exist in nearly 60 federal establishments and entities, including all departments and the 
largest agencies as well as numerous boards and commissions. Under two major 
enactments- the Inspector General Act of 1978 and amendments of 1988-inspectors 
general (IGs) have been granted substantial independence and authority to carry out their 
basic mandate to combat waste, fraud, and abuse.' Recent statutes, moreover, have 
added three OIGs: for Tax Administration in Treasury, in Homeland Security, and in 
the Coalition Provisional Authority in Iraq (CPA). Other laws have codified Justice 1IG 
jurisdiction over the entire department and granted law enforcement powers to OIGs in 
establishments. This report will be updated as events require. 

5 U.S.C. Appendix 3, which covers all but three statutory OIGs. These three operate under 
similar but not identical guidelines: in the Central intelligence Agency (CIA); the Coalition 
Provisional Authority (CPA); and the Government Printing Office (GPO), a legislative branch 
entity. For further information, see the inspector general website at [http://www.ignet.gov], 
which provides access to their public reports and organizational structure, among other items; 
CRS Report 98-141, Statutory Ofices of Inspector General: A 20rh~nniversary Review (1998), 
by Diane T. Duffy and Frederick M. Kaiser; Frederick M. Kaiser, "The Watchers7 Watchdog: 
The CIA Inspector General," International Journal oflntelligence and Counterintelligence, vol. 
3,1989, pp. 55-75; Paul C. Light, Monitoring Government: Inspectors General and the Search 
forAccountability (Washington: Brookings Institution, 1993); U.S. General Accounting Office, 
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2002); and numerous congressional hearings, including U.S. Congress, House Subcommittee on 
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Responsibilities 

Inspectors general have three principal responsibilities under the Inspector General 
Act of 1978, as amended: 

conducting and supervising audits and investigations relating to the 
programs and operations of the establishment; 
providing leadership and coordination and recommending policies for 
activities designed to promote the economy, efficiency, and effectiveness 
of such programs and operations, and preventing and detecting fraud and 
abuse in such programs and operations; and 
providing a means for keeping the establishment head and Congress fully 
and currently informed about problems and deficiencies relating to the 
administration of such programs and operations, and the necessity for and 
progress of corrective action. 

Authority and Duties 

To carry out the purposes of the Inspector General Act, IGs have been granted broad 
authority to conduct audits and investigations; access directly all records and information 
of the agency; request assistance from other federal, state, and local government agencies; 
subpoena information and documents; administer oaths when taking testimony; hire staff 
and manage their own resources; and receive and respond to complaints from agency 
employees, whose confidentiality is to be protected. In addition, the Homeland Security 
Act of 2002 gave law enforcement powers to criminal investigators in offices headed by 
presidential appointees. Following the terrorist attacks on the Pentagon and World Trade 
Center on September 1 3 ,  2001, moreover, some IG staff were redeployed to assist in 
airline security and in terrorist investigations by the FBI and other agencies. 

Notwithstanding these powers and duties, IGs are not authorized to take corrective 
action or make any reforms themselves. Indeed, the Inspector Genera1 Act, as amended, 
prohibits the transfer of "program operatingresponsibilities" to an IG (5 U.S.C. Appendix 
3, Section 9(a)(2)). The rationale for this prohibition is that it would be difficult, if not 
impossible, for IGs to audit or investigate programs and operations impartially and 
objectively if they were directly involved in carrying them out. 

Reporting Requirements 

IGs also have important obligations concerning their findings, conclusions, and 
recommendations for corrective action. These include reporting: (3) suspected violations 
of federal criminal law directly and expeditiously to the Attorney General; (2) 
semiannually to the agency head, whc must submit the IG report (along with his or her 
comments) to Congress within 30 days; and (3) "particularly serious or flagrant problems" 
immediately to the agency head, who must submit the IG report (along with comments) 
to Congress within 7 days. The IG for the Central Intelligence Agency (CIA), operating 
under a different statute, musi also report to the House and Senate Select Committees on 
Intelligence if the Director (or Acting Director) of Central Intelligence is the focus of an 
investigation, audit, or inspection. 



By means of these reports and "otherwise," IGs are to keep the agency head and 
Congress fully and currently informed. Other means of communication include testifying 
at congressional hearings; meeting with legislators, officials, and staff; and responding 
to congressional requests for information and reports. 

Independence 

In addition to having their own powers (e.g., to hire staff and issue subpoenas), the 
IGs' independent status is reinforced in a number of other ways: protection of their 
budgets, qualifications on their appointment and removal, prohibitions on interference 
with their activities and operations, and a proscription on being assigned any program 
operating responsibilities. 

Appropriations. Presidentially appointed 1Gs in the larger federal agencies have 
a separate appropriations account (a separate budget account in the case of the CIA) for 
their offices. This situation prevents agency administrators from limiting, transferring, 
or otherwise reducing IG funding once it has been specified in law. 

Appointment and Removal. Under the Inspector General Act, as amended, IGs 
are to be selected without regard to political affiliation and solely on the basis of integrity 
and demonstrated ability in accounting, auditing, financial and management analysis, law, 
public administration, or investigations. The CIA IG, who operates under a different 
statute, is to be selected under these criteria as well as prior experience in the field of 
foreign intelligence and in compliance with the security standards of the agency. 

Presidentially appointed IGs in the larger federal esta't;lishments who are confirmed 
by the Senate can be removed only by the President. When so doing, the President must 
communicate the reasons to Congress. However, IGs in the (usually) smaller, designated 
federal entities are appointed by the agency head and can be removed by this officer, who 
must notify Congress in writing when exercising the power. In the U S .  Postal Service, 
by comparison, the governors appoint the inspector general -the only statutory 1G with 
a set term (7 years). This IG can be removed with the written concurrence of at least 
seven of the nine governors, but only for cause -again, the only statutory IG having such 
a qualification governing removal. 

Supervision. IGs serve under the "general supervision" of the agency head, 
reporting exclusively to the head or to the officer next in rank if such authority is 
delegated. With only a few specified exceptions, neither the agency head nor the officer 
next in line "shall prevent or prohibit the Inspector General from initiating, carrying out, 
or completing any audit or investigation, or from issuing any subpoena during the course 
of any audit or investigation." 

Under the IG Act, as amended, the heads of only five agencies -the Departments 
of Defense, Homeland Security, Justice, and Treasury, plus the U.S. Postal Service 
may prevent the 1G from initiating, carrying out, or completing an audit or investigaf on, 
or issuing a subpoena, in order to preserve national security interests or to protect on- 
going criminal investigations, among other specified reasons. When exercising this 
power, the department head must transmit an explanatory statement for such action to the 
House Government Reform Committee, the Senate Governmental Affairs Committee, 
and other appropriate congressional committees and subcommittees within 30 days. 



Under the ClA IG Act, the Director of Central Intelligence may similarly prohibit the CIA 
IG from conducting investigations, audits, or inspections and then must notify the House 
and Senate Intelligence Committees of the reasons for such action within 7 days. 

Coordination and Controls 

Several presidential orders have been issued to improve coordination among the 1Gs 
and provide a means for investigating charges of wrongdoing by the IGs themselves and 
other top echelon officers. In early 1981, President Ronald Reagan established the 
President's Council on lntegrity and Efficiency (PCIE) to coordinate and enhance efforts 
at promoting integrity and efficiency in government programs and to detect and prevent 
waste, fraud, and abuse (E.O. 12301). Chaired by the Deputy Director of the Office of 
Management and Budget, the PCIE was composed of the existing statutory IGs plus 
officials from the Office of Personnel Management, the Federal Bureau of Investigation 
(FBI), and the Departments of Defense, Justice, and the Treasury, among others. PCIE 
membership was expanded to include the subsequent 1Gs in establishments, the Controller 
of the Office of Federal Financial Management, the Director of the Office of Government 
Ethics, and the Special Counsel. In 1992, following the establishment of new IG offices 
in designated federal entities, a parallel Executive Council on Integrity and Efficiency 
(ECIE) was created for these new IGs and other appropriate officials. Both the PCIE and 
the ECIE currently operate under E.O. 12805, issued by President George H.W. Bush in 
1992. 

Concerns about the investigation of alleged wrongdoing by IGs themselves or other 
high-ranking officials in an office of inspector general prompted the establishment of a 
new mechanism to pursue such charges. In 1996, President Bill Clinton chartered an 
Integrity Committee, composed of PCIE and ECIE members and chaired by the FBI 
representative, to receive such allegations (E.O. 1 2993). If deemed warranted, the panel 
refers them for investigation to an executive agency - including the FBI -with 
appropriate jurisdiction or a special investigative unit composed of council members. 

Establishment 

Statutory offices of inspector general currently exist in 59 federal establishments and 
entities, including all 15 cabinet departments; major executive branch agencies; 
independent regulatory commissions; various government corporations and foundations; 
and one legislative branch agency: the Government Printing Office (GPO). All but three 
of the OIGs - in the CIA, CPA, and GPO - are directly and explicitly under the 
Inspector General Act of 1978, as amended. 

Each office is headed by an inspector general, who is appointed in one of two ways: 

(1) 30 are nominated by the President and confirmed by the Senate in the federal 
establishments: all cabinet departments and the larger agencies. (See Table 1.) 

(2) 29 are appointed by the head of the entity in the 27 designated federal entities 
- usually smaller foundations, boards, and commissions -and in two other 
agencies, where the IGs operate under separate but parallel authority: CPA, 
whose IG is appointed by the Secretary of Defense after consultation with the 
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Secretary of Slate; and GPO, a legjslative branch office, whose IG is appointed 
by the public Printer. (See able 2.) 

Table 1. Statutes Establishing Inspectors General Nominated by 
the President and Confirmed by the Senate, 1976-Presenta 

(current offices are in bold) 

year 1 statute 1 Establishment r 1976 1 P.L. 94-505 1 Healtb, Education, and Welfare (now Healtb and Human Services) 

1977 P.L. 95-91 Energy 
1978 P.L. 95-452 Agriculture, Commerce, Community Services Administration: 

Housing and Urban Development, Interior, Labor, 
Transportation, Environmental Protection Agency, General 
Services Administration,National Aeronautics and Space 
Administration, Small Business Administration, Veterans 
Administration (now the Veterans Affairs Department) 

1979 P.L. 96-88 Education 
-

1980 P.L. 96-294 U.S. Synthetic Fuels Corporationb 

1980 P.L. 96-465 Statec 

1981 P.L. 97-113 Agency for lnternational Developmentd 
1982 1 P.L. 97-252 1 Defense 
1983 / P.L. 98-76 / Railroad Retirement Board 
1986 P.L. 99-399 U.S. Information Agencyb*' 

1987 P.L. 100-213 Arms Control and Disarmament Agencyb.' 

1988 P.L. 100-504 Justice; Treasury, Federal Emergency Management Administration>' 
Nuclear Regulatory Cornmission, Office of Personnel Management 

1989 P.L. 301-73 Resolution Trust Corporationb 

- 1989 P.L. 101-193 Central intelligence Agencys 

1993 P.L. 103-82 Corporation for National and Community Service 

1993 P.L. 103-204 Federal Deposit Insurance Corporation 
1994 1 P.L. 103-296 Social Security Administration 
1994 1 P.L. 103-325 Community Development Financial Institutions Fundb 

r 

1998 P.L. 105-206 Treasury lnspector General for Tax Administratione 

2000 P.L. 106-422 Tennessee Vallev Autboritvh 
I I 

2002 1 P.L. 107-189 1 Export-Import Bank , 

1 2002 1 P.L. 107-296 1 Homeland Securitvf 1 

a. All except the CIA IG are directly under the 1978 lnspector General Act, as amended. 
b. CSA, Synfuels Corporation,USIA, ACDA, RTC, CDFIF. and FEMA have been abolished or transferred. 
c. The State Department IG had also served as the IG for ACDA. In 1998,P.L. 3 05-277 abolished ACDA 

and USIA and transferred their functions to the State Department. The Act also brought the 
Broadcasting Board of Governors and the Jnternationaj Broadcasting Bureau under the jurisdiction 
of the State Department lnspector General. 

d. The Inspector General in AID may also conduct reviews, investigations,and inspections of the Overseas 
Private Investment Corporation (22 U.S.C. 2199(e)). 

e. In 2002, P.L. 107-273expanded the jurisdiction of the Justice OlG to cover all department components, 
including DEA and the FBI. 

f. P.L. 107-296,which established the Homeland Security Department, transferred FEIMA's functions to 
it and also granted law enforcement powers to OIG criminal investigators in establishments. 

g. The OIG for Tax Administration in Treasury now is the only case where a separate statutory OIG exists 
within an establishment or entity that is otherwise covered by its own statutory office. 

h. P.L. 106-422,which redesignated TVA as an establishment, also created, in the Treasury Department, 
a Criminal Investigator Academy to train JG staff and an lnspector General Forensic Laboratory. 



Table 2. Designated Federal Entities and Other Agencies with 
Statutory IGs Appointed by the Head of the Entity or Agencf 

(current offices are in bold) 

ACTION^ Federal Trade Commission 

Amtrak Government Printing Officea 

Appalachian Regional Commission Interstate Commerce Commissionf 

Board of Governors of the Federal Reserve System Legal Services Corporation 

Board for International Broadcastingc National Archives and Records Administration 

Coalition Provisional Authority (in Iraq)* National Credit Union Administration 

Commodity Futures Trading Commission National Endowment for the Arts 

Consumer Product Safety Commission National Endowment for the Humanities 

Corporation for Public Broadcasting National Labor Relations Board 

Equal Employment Opportunity Commission National Science Foundation 

Farm Credit Administration Panama Canal Commission" 

Federal Communications Commission Peace Corps 

Federal Deposit Insurance Corporationd Pension Benefit Guaranty Corporation 

Federal Election Commission Securities and Exchange Commission 

Federal Home Loan Bank Boarde Smithsonian Institution 

Federal Housing Finance Boarde Tennessee Valley Authorityh 

Federal Labor Relations Authority United States International Trade Commission 

Federal Maritime Commission United States Postal Servicei 

a. All agencies- except CPA (P.L. 108-306) and GPO (P.L. 100-504)- are considered "designated federal entities" 
and placed directly under the 1978 IG Act by the 1 988 Amendments (P.L. 100-504)or subsequent enactments. 

b. In 1993, P.L. 103-82 merged ACTION into the new Corporation for National and Community Service. 
c. The BIB was abolished by P.L. 103-236 and its functions transferred to the International Broadcasting Bureau 

within US1& which was later abolished and its functions transferred to the State Department. 
d. In 1993, P.L. 303-204 made the IG in FDIC a presidential appointee, subject to Senate confirmation. 
e. In 1989, P.L. 101-73 abolished the FHLBB and placed the new FHFB the 1988 IG Act Amendments. 
f. The ICC was abolished in 1995 by P.L. 104-88. 
g. The Panama Canal Commission, replaced by the Panama Canal Commission Transition Authority, was phased out, 

when United States responsibility for the Canal was transferred to the Republic of Panama (22 U.S.C. 361 1). 
h. P.L. 106-422 redesignated TVA as a federal establishment. 
i. In 1996. the U.S. Postal Service Inspector General was separated from the Chief Postal Inspector and now exists as 

an independent position. The IG is appointed by, and can be removed by, the governors. 

Table 3. Tabulation of Existing Federal Establishments, 
Entities, or Agencies with Statutory IGs 

ContrO1'ing 
IGs nominated by President 

and confirmed by Senate 
IGs appointed by head 

of entity o r  agency Total 

1978 IG Act. 
as amended 29 27 56 

Other statutes 1a 2b 3 
Total 30 29 5 9 

a. CIA IG, P.L. 101-193. 
b. CPA IG, P.L. 108-106, and GPO IG, P.L. 100-504. 
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AN INTRODUCTION 
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COMMUNITY 
 



PECTOR GENERAL'S RESPONSIBILITIES 
 

The 1978 IG Act charges the Offices of Inspector 
General to: 

+ Detect fraud, waste, and abuse in their agency's 
programs 

+ Examine the efficiency and effectiveness of 
agency operations 
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STATEMENT 
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WHO BENEFITS FROM IG ACTIVITIES? 

Agency head - receives objective and independent 
information about the agency's performance, and on 
fraud, 
waste, and abuse in agency programs 

+ Agency programs - IG activities can generate 

Management improvements 

Recoveries of overpaid funds 

Future operating economies 

Congress - IG reports assist in 
oversight and accountability 

+ Taxpayers - receive more effective 
federal programs and services at a 
lower cost 



INSPECTOR GENERAL ACT -

ORIGINS 

Congressional hearings during the 1960's and 1970's 
identified 

+ Inadequate coordination between agency 
management and law enforcement officials 

+ Lack of independence of agency's audit, 
investigative, and oversight components 

+ Inadequate coordination among auditors, 
investigators, and program managers 

Insufficient public accountability for fraud, 
waste, abuse, and inefficiency 
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INSPECTOR GENERAL ACT 

+ Originally enacted in October 1978 

Created Inspectors General in 12 of the 
largest federal agencies 

+ Amended several times, now provides for 
Inspectors General in 57 agencies 

+ Remains the cornerstone of every IG's 
organizational existence 



IMPACT OF IG ACTIVITIES 
 

Recovering funds paid incorrectly or 
fraudulently 

+ Savings through more efficient and effective 
operations 

+ Prosecuting crimes against federal programs 

+ Sanctioning persons or entities that have violated 
program requirements 

Reports provide factual basis on which agency 
may discipline employees 



IMPACT OF IG ACTIVITIES 
 
FY 1991 - 1999 
 

IMPACT MEASUW TOTAL II.ESULTS 

Recommenda t ions  in aud i t  $106 b  illion 
r epo r t s  t h a t  cos t s  b e  
disal lowed or  funds  b e  p u t  
t o  b e t t e r  u se  

F inancia l  recoveries 
resu l t ing  from IG 
inves t iga t ive  ac t iv i t ies  

Successful p rosecu t ions  

Adminis t ra t ive  sanc t ions  

Personnel  ac t  ons  

Source: PCIEIECIE Progress R.e-ports to the President, FYs 1991- 1999;all numbers cited include results 
reporied by the Office of Inspector General of the US .  Postal Service, in its oversight role regarding the Postal 
Inspection Service. 



APPOINTM NT OF THE INSPECTORS 
 

GENERAL 
 

+ In 29 agencies - including every Cabinet 
department and the larger independent agencies 
the Inspector General is appointed by the 
President, with advice and consent of the Senate 

+ In 28 other agencies, the Inspector General is 
appointed by the agency head 

+ No difference in the powers or authorities between 
the two categories of IGs 

If IG is removed from position, Congress must be 
informed promptly of reasons 



IG OPERATIONAL INDEPENDENCE 
 

The IG Act contains provisions to assure the OIG's 
ability to carry out it activities 

* IG works under the "general supervision" 
of the agency head/deputy agency head, but is not 
subject to supervision from any other agency 
official 

* OIG has full operational independence to select, 
plan, and conduct its work 

OIG conducts, coordinates, or oversees all audits 
and criminal investigations of agency's programs 



IG OPERATIONAL INDEPENDENCE 
 
(CONTINUED) 

IG may not manage any operational 
program of the agency or supervise 
non IG employees 

+ IG may not make policy for non-OIG 
programs 

+ IG has dual reporting responsibilities 
+ Agency head 

+ Congress 



IG OPERATIONAL INDEPENDENCE 
 
(CONTINUED) 
 

+ "Seven day letter" 

Special IG report to agency head 

"Particularly serious or flagrant programs, 
abuses, or deficiencies" 

+ Agency head must forward to Congress 
within 7 days, with comments 



IG ACCESS TO INFORMATION 
 

+ Statutory right of access 
All agency records and employees 

I, Information needed for audits and 
investigations 

* Subpoena authority under the IG Act 
Non-agency documents 
Enforceable in federal court 



ORGANIZATION OF OFFICES OF 
 
INSPECTOR GENERAL 

* Positions required by the IG Act for 
Presidentially-appointed IGs 

Assistant Inspector General for Audits 
manages all audit activities 

Assistant Inspector General for Investigations 
- manages all investigative activities 

+ Not required by the Act, but present in nearly 
every Presidentially-appointedIG 

Deputy Inspector General 

Legal Counsel to the IG 



IG ACT - IG INFRASTRUCTURE 
 

Assures the IG's objectivity and 
independence 

Independent management authority in 
several areas 

+ Contract for goods and services, including 
offices, facilit~es, and equipment 

Exclusive personnel management authority for 
IG employees (other than SES) 

Separate appropriation account for IG funds 



OIG OPERATIONS = AUDITS 

Auditing the agency's financial statements 

Identifying fraud, waste, and abuse in agency 
programs 

+ Determining whether agency funds have been 
paid properly, and identifying payments that 
should be recovered 

+ Identifying ways that agency funds can be 
put to better use 



01G OPERATIONS - AUDITS 
 
(CONTINUED) 

+ Identifying ways the economy and efficiency of 
programs can be improved 

* Determining whether contractors and grantees 
have met their responsibilities to the government 

Determining whether agency programs are being 
administered in accordance with law, regulation, 
and policy 



3 OPERATIONS - AUDIT STANDARI 1s 
AND TRAINING 

General Accounting Office's Government Aud iting 
Standards ("Yellow Book") 

Professional standards for all government 
auditing 
Foundation for training IG auditors 

Inspector General Auditor Training Institute 

Operated on a cooperative basis by the IG 
community 

+ Courses at introductory through advanced 
levels 



OIG OPERATIONS - INVESTIGATIONS 
 

Criminal and civil investigations 

Fraud and abuse in agency programs 

* Investigations of misconduct by agency 
personnel/contractors/grantees 

+ Law enforcement authority 
Obtain and execute search warrants 

+ Make arrests 
Carry firearms 



OIG OPERATIONS - INVESTIGATIVE 
 
STANDARDS AND TRAINING 

+ Quality Standards for Investigations 
+ Developed by the President's Council on 

Integrity and Efficiency 

+ Federal Law Enforcement Training Center 
Courses for investigators in 70 agencies and the 
IG community 

+ IG agents receive basic investigator training 

Inspector General Criminal Investigator Academy 
+ Meets specialized training needs of IG agents 



OIG OPERATIONS - INSPECTION AND 
 
EVALUATIONS 
 

+ Not required by the IG Act, but present in many 
IG offices 

+ Complements audits and investigations 

+ Studies focus on a stated issue, topic, or program 

+ Timely reports with specific recommendations for 
program officials 

+ Professional standards developed by PCIE 



OIG PROGRAM REPORTS 
 

+ Principal work product of IG activities 

Normally issued to the agency official responsible 
for the affected program area 

* Investigative reports may also be sent to: 
+ United States Attorney for prosecutorial 

consideration 

+ Other federal law enforcement agencies for 
coordination 

* Draft audit reports may be distributed for 
comment before final issuance 



IG SEMIANNUAL REPORTS 
 

+ Reporting periods (each year) 

+ October - March 
April - September 

+ IG's dual reporting relationship to the agency head 
and Congress 

+ Agency must forward the IG report to 
Congress, with agency response 

+ Both the IG report and agency response are in the 
public record 



IG SEMIANNUAL REPORTS - REPORTING 
 
TOPICS 
 

Reflect congressional interest in fostering public 
accountability for integrity and efficiency issues 

+ List of all audit reports issued 

Detailed accounting for financial impact of audit 
activities 

Narrative summaries of significant audits and 
investigations 



IG SEMIANNUAL REPORTS -

REPORTING TOPICS 

(CONTINUED) 

+ Significant problems, deficiencies, or abuses in 
the agency 

+ Matters referred by the IG for prosecution 

+ Impact of proposed regulations and legislation 
on economy, efficiency, and integrity of agency 
programs 



PRESIDENT'S COUNCIL ON INTEGRITY AND 
 
ICIENCY (PCIE) AND THE EXECUTIVE 
NCIL ON INTEGRITY AND EFFICIENCY 

(ECIE) 

Established by Executive Order 
Coordinating bodies for the Presidentially 
appointed IGs (PCIE) and the agency-appointed 
IGs (ECIE) 

Policy issues crossing agency lines 
Professional standards for IG work 

+ Studies on topics of government-wide concern 
Training for executives, managers, and staff 

Chaired by OMB Deputy Director for 
Management 



PCIE - ECIE 
 
(CONTINUED) 

* PCIE Standing Committees 
Audits 

+ Investigations 
Legislation 
Professional Development 
Integrity 

Each committee chaired by an IG, except FBI 
chairs the Integrity Committee 



INTEGRITY COMMITTEE 
 

+ Recognizes IG community's own accountability 

Based on Executive Order developed by the PCIE 

* Chaired by the FBI's Assistant Director for 
Criminal Investigations 



INTEGRITY COMMITTEE 
 
(CONTINUED) 

+ Membership from within and outside the IG 
community 

Director, Office of Government Ethics 

Special Counsel, Merit Systems Protection 
Board 

Chief, Public Integrity Section, Criminal 
Division, Department of Justice 

Three or more sitting IGs drawn from the 
PCIE and ECIE 



INTEGRITY COMMITTEE OF' PCIE 
 
(CONTINUED) 

+ Reviews allegations of wrongdoing 
on part of IGs and senior executives 
in IG offices 

* Conducts or arranges for investigations 

+ Provides findings to OMB 



PUBLICLY AVAILABLE SOURCES OF 
 
INFORMATION 

+ IG Semiannual reports 

+ PCIElECIE Progress Report to the President 
Compiled annually 

+ Community-wide statistical and narrative 
information 

+ IGNet, the PCIEIECIE website 

+ Links and references to each IG's own 
website, and related sites 
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