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MERIT PRINCIPLES GOVERNING THE FEDERAL PERSCNNEL SYSTLM

The Civil Service Reform Act (Pub.L. No. 95-454, 92 Stat. 111 (1978)) requires that Federal
personnel management be implemented consistent with the following merit principles:

(1) Recruitment should be from qualified individuals from appropriate sources in an endeavor to
achieve a work force from all segments of society, and selection and advancement should be
determined solely on the basis of relative ability, knowledge, and skills, after fair and open
competition which assures that all receive equal opportunity.

(2) All employees and applicants for employment should receive fair and equitable treatment in
all aspects of personnel management without regard to political affiliation, race, color,
religion, national origin, sex, marital status, age, or handicapping condition, and with proper
regard for their privacy and constitutional rights. i

(3) Equal pay should be provided for work of equal value, with appropriate consideration of
both national and local rates paid by employers in the private sector, and appropriate
incentives and recognition should be provided for excellence in performance.

(4) All employees should maintain high standards of integrity, conduct, and concern for the
public interest,

(5) The Federal work force should be used efficiently and effectively.

(6) Employees should be retained on the basis of the adequacy of their performance; inadequate
performance should be corrected, and employees should be separated who cannot or will not
improve their performance to meet required standards.

(7) Employees should be provided effective education and training in cases in which such
education and training would result in better organizational and individual performance.

(8) Employees should be--

(a) protected ageinst arbitrary action, personal favoritism, or coercion for partisan
political purposes, and

(b) prohibited from using their official authority or influence for the purpose of
interfering with or affecting the result of an election or a nomination for election.

(9) Employees should be protected against reprisal for the lawful disclosure of information
which the employees reasonably believe evidences--

(a) a violation of any law, rule, or regulation, or
(b) mismanagement, a gross waste of funds, an abuse of authority, or & substantial and
specific danger to public health or safety.

It is a prohibited personnel practice to take or fail to take any personnel action when
taking or failing to take the action results in the violation of any law, rule or regulation
implementing or directly concerning these merit principles.

The Merit Systems Protection Board ls directed by law to conduct special studies of the
civil service and other Federal merit systems to determine whether these statutory mandates are
being met, and to report to the Congress and the President on whether the public interest in a
civil service free of prohibited personnel practices is being adequately protected.

These studies, of which thie report is one, ere conducted by the Office of Merit Systems
Review and Studies.
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THE VICE-CHAIR OF THE MERIT SYSTEMS PROTECTION BOARD
Washington, D.C. 20419
October 1981

THE PRESIDENT
THE PRESIDENT OF THE SENATE
THE SPEAKER OF THE HOUSE OF REPRESENTATIVES

Dear Sirs:

In accordance with our responsibilities under
Section 202 (a) of the Civil Service Reform Act of 1978
(U.S.C. 1205 (a)(3)) it is my honor to present this report
of a special study conducted by the Board's Office of Merit
Systems Review and Studies.

This report conveys the results of a survey of Federal
employees regarding their knowledqe of illegal or wasteful
activities affecting their agencies and whether they were
able to report such activities free from reprisal.

We urge your careful consideration of the findings and
recommendations presented here.

Respectfully,

et

Ersa H. Poston
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INTRODUCTION

Background. A cornerstone of the Civil Service Reform Act of 1978
(CSRA) was the belief that "whistleblowers" can play a legitimate role in
ensuring the integrity and efficiency of the Government, and that the protection
of whistleblowers was "essential to the improvement of the public service."
Thus, for the first time, that law gave statutory protections to Federal
employees who disclose illegal or wasteful activities. The intent of these
provisions was not simply to protect employees who make disclosures, but more
fundamentally and indirectly to "foster Government efficiency by bringing
problems to the attention of officials who could solve them." l/

Thus the success of the legislation should be judged net in terms of the
numbers of employees who go outside their chain of command to report fraud or
waste or seek protection from reprisal, but by the number of employees who are
persuaded to bring problems to the attention of their own management and have no
need to go any further. According to this view, the major benefit of the
legislation would be to create a climate where employees feel secure in bringing
problems to the attention of their supervisors, and supervisors have a strong
incentive to deal with those problems constructively at the local level.

The Merit Systems Protection Board was also established under the CSRA to
perform a number of functions including the conduct of special studies to
determine if a civil service free of prohibited personnel practices is being
maintained. The Office of Merit Systems Review and Studies (MSRS) has
responsibility for conducting the studies. This is the final report on one
such study which seeks to shed some light on "whistleblowing" and the reprisals
that are sometimes taken against whistleblowers.

Purpose. This study was intended to assess the extent of employees’
awareness of illegal or wasteful activities, then trace what those employees did
(or failed to do) with that information, and what, if anything, resulted. The
study was also intended to explore the views of Federal employees on important
issues related to whistleblowing. It was not intended to measure the extent
of fraud, waste, or mismanagement in government, although the observations of
employees shed considerable light on the nature and extent of these problems.

The survey is based entirely on the self-reported experiences of Federal
employees, and may therefore be expected to reflect a certain degree of
misperception of observed events, incomplete understanding of facts, one-sided
viewpoints, and self-serving recollections. However, based on the size of the
sample, the clear-cut nature of the trends, the consistency of the findings, and

1/ Testimony of Alan K. Campbell, Director of the Office of Personnel
Management before the Subcommittee on Post Office and Civil Service, House of
Representatives, March 12, 1980.



a careful reading of over 2,500 narrative accounts, the Office of Merit Systems
Review and Studies is inclined to give substantial weight to these survey
results. Moreover, the question of subjectivity or objectivity of these results
appears largely irrelevant, since the beliefs of employees, as reported in this
survey, may ultimately influence their actions, regardless of the truth or
falsity of those beliefs.,

The Office of Merit Systems Review and Studies believeé this is the first

time a study of reprisal has been conducted on a large-scale, random sample of

employees in any organization, certainly the first time within the Federal
Government. By basing the study on a random sample of employees (rather than
on whistleblowers or reprisal victims only), the study was able to assess for
the first time: )

(] The amount of illegal or wasteful activity which is observed by
employees but not reported.

(] The full range of outcomes in those instances which are reported.

° The attitudinal profile of Federal workers on issues which have a
major impact on their decision to report--or overlook--any illegal or
wasteful activities which come to their attention.

The results of this study, although somewhat disquieting, contribute some
major pieces to the puzzle in the Board's attempt to understand the true nature
and extent of whistleblowing within the Federal workforce and the adequacy of
the CSRA's whistleblower provisions.

Procedure. The study was conducted through the administration of a
questionnaire, developed in cooperation with the Offices of Inspector General
(QIG) in fifteen major Federal departments and agencies. Agencies covered were
Departments of Agriculture, Commerce, Energy, Health and Human Services, Educa-
tion, Housing and Urban Development, Interior, Labor, Transportation and the
Community Services Administration, Environmental Protection Agency, General
Services Administration, National Aeronautics and Space Administration, Small
Business Administration and the Veterans Administration. These 15 agencies
employ a total of more than 757,000 permanent employees.

The questionnaire was developed in the summer of 1980 and distributed
in December 1980 through the OIGs to the home addresses of approximately 13,000
randomly selected employees employed by the 15 covered agencies. The sample
drawn from each agency, in effect, was a mirror image of the total population
within that agency. Approximately 8,600 employees completed and returned the
questionnaire. Over 2,500 of those employees also included written comments to
elaborate upon their answers. (See Appendix A.)

Events Since The Survey Was Conducted. In March, 1981 (three months after
our survey was conducted) President Reagan signed an executive order creating
the President's Council on Integrity and Efficiency. The Council is intended to
improve cooperation among Federal agencies in fighting fraud and waste. It is
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chaired by the Deputy Director of the Office of Management and Budget and
composed of representatives from the Cabinet departments and major agencies.
(The 15 departments and agencies we surveyed are represented on the Council by
their Inspectors General.)

In April 1981, we released a preliminary report of our findings from this
survey. President Reagan immediately issued a statement in which he reaffirmed
his determination to eliminate fraud, waste, and abuse and to change the current
attitude among employees that "nothing would be done" if they reported an
illegal or wasteful activity. Coinciding with the President's statement, the
Council “on Integrity and Efficiency publicized a list of whistleblower hotline
numbers.set up by over 20 departments and agencies.

Among significant actions that have occurred since the survey was conducted
are the following:

° The Office of Special Counsel of .the Merit Systems Protection Board
has increased its outreach efforts by encouraging other Federal
agencies to inform their employees about the Special Counsel, and by
widely distributing informational posters and pamphlets.

(] Approximately 2,500 written comments volunteered by our survey
respondents were provided to the appropriate Inspectors General (minus
any information that might identify the individual respondent) for
possible follow -up. A number of the comments contained specific
allegations of instances of fraud, waste, and mismanagement. 2/

° The Council on Inteqrity and Efficiency is consolidating each IG's
assessment of the significance of the questionnaire comments and will
coordinate related development of any policy recommendations. The
Council is also exploring possible solutions to some of the underlying
problems identified by the survey. For example, they are facilitating
the sharing of information among Inspectors General with regard to
the methods used to follow-up on allegations of wrongdoing; their
objective is to improve the weaker systems.

2/ Since the survey was net intended to develop specific information about
fraud, waste, or mismanagement, however, many of the comments did not provide
sufficient information to allow the Inspectors General to conduct follow-up
investigations nor could the IG's contact the respondents for additional
information since their identities are not known.

iii



EXECUTIVE SUMMARY

The Merit Systems Protection Board was directed by the CSRA to conduct
special studies to determine if a civil service free of prohibited personnel
practices is being maintained. The Office of Merit Systems Review and Studies
(MSRS) has responsibility for conducting the studies.

This is the final report of our special study on "whistleblowing" and the
reprisals that are sometimes taken against whistleblowers. The study was not
intended to measure the extent of fraud, waste, or mismanagement in government,
although the observations of the surveyed employees shed considerable light on
that subject.

The survey is based on the self-reported experiences of Federal employees
and may therefore reflect a certain degree of misperception of observed events,
incomplete understanding of facts, one-sided viewpoints, and self-serving
recollections. However, the size of the sample, the clear-cut nature of the
trends, the consistency of the findings, and a careful reading of over 2,500
narrative accounts, give substantial weight to these survey results.

MAJOR FINDINGS

What Fraud, Waste, And Mismanagement .
Is Observed By Federal Employees

® Approximately 45% of the employees surveyed claimed to have observed one or
more instances of illegal or wasteful activity during the previous 12
months. :

° According to these employees, waste of Federal funds caused by badly

managed Federal programs was by and large the most serious problem in terms
of the dollar value involved.

] Over half (52%) of all employees who observed an illegal or wasteful
activity claimed that it involved more than $1,000 in Federal funds or
property.

° The percentage of employees who claimed to have observed specific types of

fraud, waste, and mismanagement varied considerably from one agency to
another.



] Respondents identified agency employees as the cause of the problem in the
majority of cases. However, individuals or organizations receiving Federal
funds, goods, or services were said to be responsible for as much as one-
third of the problems in some agencies.

What Federal Employees Do With
Information About lllegal Or Wasteful
Activities

° Seventy percent of those employees who claimed to have personal
knowledge of some type of fraud, waste, or mismanagement did not
report the misconduct. :

® The percentage of respondents within each agency who did report such
activity ranged from a low of 22% to a high of 51%.

° Higher graded employees were more likely to have reported an improper
activity than lower graded ones.

° Most of those employees who observed an illeqal or wasteful activity
and chose to report it did so within their supervisory chain of
command, and apparently went no further.

® Over 78% of all employees reporting an activity reported it to their
immediate supervisor and 39% reported it to someone above their
immediate supervisor.

° Employees viewed existing channels of reporting as generally
unresponsive.

Why Employees Do Not Report
Fraud, Waste, And Mismanagement

. Employees most frequently cited their belief that nothing would be
done to correct illegal or wasteful activity as a reason for not
reporting the activity. (Fifty-three percent of those who did not
report incidents which they had observed cited this belief as one
reason for not doing so.)

[ Less than one out of every five employees (19%) who had direct
knowledge of fraud, waste, or mismanagement and chose not to report
it gave fear of reprisal as a reason.

° The percentage of employees citing each of several major reasons for
not reporting observed activities varied significantly among the
agencies.



What Happens To The Employees
Who Report Illegal Or Wasteful

Activities

The following consequences were reported by those of our respondents
who claimed to have reported a serious incident of abuse (either the
most serious problem of which they were aware, or the problem having
the greatest impact on them personally):

- Almost a fourth (24%) said that they were not identified as the

source of the report. (We assume in this report that nothing
happened to these employees as a result of their disclosing such
activity).

- More than half (55%) of those who were identified as the source
of the report ("identified reporters") believed that nothing
happened to them as a consequence of having made the report.

- Approximately 11% of the identified reporters said that they were
given credit by their management for having reported the
incident.

- Over a third of the identified reporters believed that reporting
the incident resulted in some form of "neaative experience" for
them. '

Among a broader group of employees who reported any incident of
misconduct -- whether the most serious or not--within the last year and
who were identified as the source of the report, approximately 20%
claimed to have been the victim of reprisal or the threat of
reprisal. '

The most frequently cited forms of reprisal were more subjective,
discretionary actions, such as poor performance appraisal, assignment
of less desirable or 'less important duties, and denial of promotion.
On the other hand, the least frequently cited forms of reprisal were
more overt, objectively negative actions, such as grade level
demotion, suspension from one's job, and reassignment to a different
geographic area.

What Employees Think About

Reporting
Activities

Nllegal And Wasteful
And The Chances Of

Suffering Reprisal For Doing So

Federal employees overwhelmingly agreed that fraud, waste, and
mismanagement should be reported; that it is in the best interests of
their agency to do so; and that employees should be encouraged to
repart such problems.



° However, a substantial percentage of employees were skeptical of the
effectiveness of protections against reprisal.

. Employees were not confident that their supervisors and persons above
~ their supervisors would not retaliate against them. Only about half
(45%) of all employees expressed confidence that their supervisor
would not take action against them if they were to report illegal or
wasteful activities through official channels.

e On an agency basis, the percentage of employees who expressed confi-
dence that their immediate supervisor would not take reprisal” action
ranged from a low of 38% to a high of 53%. -

Employee Knowledge Of
Reporting Channels And How
Confident They Are In These Channels

® Employees were widely ignorant of the channels established to receive
reports of illegal or wasteful activity. Less than half (47%) said
that they would know where to report illegal or wasteful activity.

® The percentage of employees who said that they do know where to
report wrongdoing varied substantially by grade leve! and hy agency.

° Large percentages of employees had never even heard of the Office of
Inspector General (OIG) within their agency (23%), or of the Office
of Special Counsel (OSC) within the MSPB (51%). And amonqg those
employees who had heard of either organization, there was a low
level of confidence in the ability of either to carry out its
mission. ‘

° However, those who indicated the greatest degree of familiarity with
either organization also tended to have the greatest degree of
confidence in that orqganization.

What Employees Believe Would
Encourage Them To Report Fraud,
Waste, And Mismanagement

®  "Knowing that something would be done to correct the activity if I
reported it" was the condition most frequently cited by respondents
(81%) as the one that would most encourage them to report an
activity.



° "Knowing that I would be protected from any sort of reprisal" was the
second most frequently cited condition (41%).

. Only a small percentage (2%) of employees felt that a cash reward
would personally motivate them to report fraud, waste, or
mismanagement. Some advised against such rewards.

RECOMMENDATIONS

Institutions (such as. MSPB/OSC and agency - OIG's) charged with
responsibility for investigating complaints of illegal or wasteful activity
should continue intensive efforts to inform all Federal employees of
specific information about where and how such information can be
confidentially reported.

Although the risk of reprisal is serious,. interested persons and
organizations should take care to ‘avoid over-publicizing "negative
experiences" as the inevitable consequence of reporting illegal or wasteful
activity. Employees should be made aware of the fact that nearly two-
thirds of their peers who stepped forward to report such activity either
suffered no consequence or were actually recognized for their action.

Agency heads should build upon the data base made available by this study
to thoroughly study and understand the dynamics of their own
"organizational climate." They should learn why and how their agency
‘differs from the norms revealed in this study, then devise strategies to
correct what they are doing wrong and continue what they are doing right.

Agency heads, and the heads of all organizations concerned with discovering
and correcting wasteful or illegal activity (including prosecution of those
responsible for such activities) should insure that the results of
investigations prompted by employee disclosure are well-publicized among
Federal employees, and particularly among those employees of the agency in
which such activity was found to occur.

Agency heads should consider establishing active "qutreach" efforts to
directly solicit employee viewpoints and knowledge regarding illegal -or
wasteful activities. These active efforts--which might include
confidential surveys or ad hoc employee councils --would supplement existing
"passive" reporting systems, such as "hot lines," which depend on employees.
to initiate such reports. : :



WHAT FRAUD, WASTE, AND MISMANAGEMENT
IS OBSERVED BY FEDERAL EMPLOYEES

° Approximately 45% of the employees surveyed claimed to have observed one or
more instances of illegal or wasteful activity during the previous 12
manths.

° According to these employees, waste of Federal funds caused by badly

managed Federal programs was by and large the most serious problem in terms
of the dollar value involved.

° Over half (52%) of all employees who observed an illegal or wasteful
activity claimed that it involved more than $1,000 in Federal funds or
property.

° The percentage of employees who claimed to have observed specific types of
fraud, waste, and mismanagement varied considerably from one agency to
* another.

° Respondents identified agency employees as the cause of the problem in the

majority of cases. However, individuals or organizations receiving Federal
funds, goods, or services were said to be responsible for as much as one-
third of the problems in some agencies.

In the vast Federal bureaucracy it is not difficult to
conceal wrongdoing, provided that no one summons the courage
to disclose the truth. Whenever misdeeds take place in
a Federal agency, there are employees who know that it has
occurred, and who are outraged by it. l/

Estimates as to the amount of Federal tax dollars wasted annually because
of illegal or wasteful Government activities range from hundreds of millions to
billions of dollars. 2/ One of the principal goals of the Civil Service Reform

1/ Report of the Committee on Governmental Affairs, Civil Service Reform
Act of 1978, S. Rep. No. 95-969.

2/ A recent GAO report, Fraud in Government Programs: How Extensive Is
ft? How Can It Be Controlled? (May 7, 1981), estimated the loss to the
Federal Government from known fraud totaled between $150 million to $220
million. GAO maintains that "this is probably just the tip of the iceberg."
Similarly, former Attorney General Benjamin Civiletti once estimated that "as
much as 10 percent of the budgets of some Federal agencies is either wasted,
misdirected, or stolen (see "The Government vs. Itself," Newsweek, April 27,
1981, pp. 73-74).




Act of 1978 was to encourage Federal employees to expose fraud, waste and
mismanagement by protecting them from reprisal for bringing such problems to the
attention of responsible officials. One of the purposes of our study was to
determine whether those protections against reprisal are effective enough to
have that intended effect. '

To understand how reprisal and the fear of reprisal affect the willingness
of Federal employees to report wasteful or tllegal -conduct, one needs first to
identify a class of employees who have personal knowledge of such conduct. By
definition, only these employees are in a position to reveal such wrongdoing and
thereby expose themselves to reprisal for such ‘reporting. = - -

The questionnaire therefore asked respondents whether they had personally
observed or obtained direct evidence of various types of illegal or wasteful
activity affecting their agency during the preceding 12 months. Respondents
were provided a list of ten different such activities, and were ‘asked to
indicate the dollar amount involved or the frequency of occurrence of each type
they claimed to have observed. The ten activities listed in the questionnaire
were: : :

® Employees stealing Federal funds. o
° Employees stealing Federal property.
[ Employees accepting bribes or kickbacks. b

] Waste of Federal funds caused by ineligible people (or organizations)
receiving Federal funds, goods, or services. - |

. Waste of Federal funds caused by buying unnecessary or deficient goods
or services. ' ' ' S

® Waste of Federal funds caused by a badly managed Federa! program.

(] Employees abusing their official position to obtain substantial
personal services or favors.

° Employees giving unfair advantage to a particular contractor,
~consultant or vendor (for example, because of personal ties or with
the hope of future employment by that contractor later on). -

[ Employees tolerating a situation which poses a danger to public
health or safety. » : .

(] Employees committing a serious violation of Federal law or
regulation other than those described above.

A Great Many Federal Employees Claimed to Have Observed Wrongdoing.
Approximately 45% of all respondents claimed to have personally observed or
obtained direct evidence of one or more of the ten listed activities within the
preceding year. Since the total population of permanent employees in the |5
departments and agencies surveyed is approximately 757,000, we would estimate



that over 340,000 Federal employees in the agencies surveyed obtained direct
knowledge of some type of fraud, waste, or mismanagement in their agency during
the year preceding our survey.

However, the incidence of observed wrongdoing varied widely among the
various categories of wrongdoing. For example, only 2% of all survey
respondents claimed to have direct knowledge of someone accepting bribes or
kickbacks, while 25% of all respondents claimed to have direct knowledge of
waste caused by buying unnecessary or deficient goods or services.

The percentage of employees within each of the agencies who claim to have
observed any kind of fraud, waste, or mismanagement also varied considerably.
For.example, 38% of the surveyed employees in the National Aeronautics and Space
Administration claimed to have personal knowledge of some type of illegal or
waste ful activity, while 53% of those surveyed in the Department of
Transportation claimed such knowledge. Furthermore, the percentage of employees
who have observed a specific type of activity also varied by agency, and the
perceived dollar value or frequency of occurrence associated with each activity
also varied considerably from one type of activity to another.

Employees Claimed to Have Observed A Variety of Wrongdoing. Graphs !
through 6 (on the following pages) show by agency the percentage of all
employees who claimed knowledge of each of six of the ten activities about which
we inquired. 3/ The graphs also show the relative frequency or value assigned
by the respondents within each agency to the incidents they claimed to have
observed.

Graphs | through 6 demonstrate that the percentage of employees who
claimed to have observed a particular activity varied widely among agencies.
Although there may be a correlation between the percentage of employees who
claim to have observed an activity and the actual incidence of that activity in
a given agency, great care should be taken in drawing assumptions about the
extent of fraud, waste, and mismanagement in each agency solely on the basis of
such reported observations. There are many possible alternate explanations for

3/ We have not illustrated differences for the other four .activities, because
their relatively low overall incidence rate makes differences between agencies
statistically insignificant. The percentage of all respondents who claimed
knowledge of these categories was as follows:

° Employ'ees stealing Federal funds - 2%.
° Employees accepting bribes. or kickbacks - 2%.
° Employees giving unfair advantage to a particular contractor,

consultant or vendor - B%.

° Employees committing a serious violation of Federal law or requlation
other than those described above - 5%.



inter -agency differences. For example, a given activity may have been observed
and reported by more than one person, or the observing employees may have
misunderstood the true nature of the events they observed. Likewise, some
agency differences may be related to differences in agency mission,
' organization, and workforce composition. » :

While we cannot, therefore, estimate the total amount of fraud or waste
in each agency based on our data, we can say that the employees in some agencies
claimed to be much more aware of certain wrongful activities than employees in
other agencies. And, assuming that there is at least a moderate correlation -
- between the number of observations of activity and the extent of that activity,
we can say that some categories of fraud, waste or mismanagement are more
~ prevalent than others and involve greater dollar amounts.

The Observed Activities Are Serious. The activities that the surveyed
~employees claimed to have observed are serious in that, for the most part, they
~are perceived either to involve substantial amounts of money or to occur on a
more or less regular basis.,

However, the employees also reported a wide range of relative dollar values
and frequency of occurrence among the kinds of observed activities. Thus, the
- percentage of employees who claimed direct knowledge of employees stealing
Federal property is relatively high, but the dollar amounts involved are most
often less than $100., (See Graph 1.) By contrast, .employees who claimed
knowledge of wasted funds caused by a badly managed Federal program typically

estimated the dollar amount involved to be over $100,000. (See Graph 4.)

Overall, over half (52%) of the survey respondents who observed an illegal
or wasteful ‘activity claimed that it involved more than $1,000 in Federal funds
or property. In fact, 20% of the respondents who claimed they observed an
illegal or wasteful activity indicated that it involved more than $100,000 in
Federal funds or property.

As for those activities which cannot be easily quantified (such as
employees tolerating a situation which poses a danger to public health or
safety), one out of every five respondents claimed to have observed such events
occurring at least occasionally .and, in many cases, frequently during the 12-
month period.

Because some employees have personal knowledge of more than one type of
activity (and because we wished to pursue the outcome of at least one
. observation in some detail), respondents were asked to select the most serious
or personally damaging problem about which they had direct knowledge. The
results are shown in Graph 7 on page 17. More than half (51%) of the
respondents selected either "waste of Federal funds caused by a badly managed
program," or "waste of Federal funds caused by buying unnecessary or deficient
goods or services." The estimated dollar value attributed to each of these
activities is relatively high, with "badly managed Federal programs" being
perceived as the highest. (See Graphs 3 and 4.)

- 10 -



GRAPH 1

15. Regardless of whether or not it is part of your job, during
the last 12 months, have you personally observed or obtained
direct evidence of any of the following activities? .

100%

RESPONDENTS CLAIMING TO HAVE OBSERVED,

DURING THE 12-MONTH PERI10D, ANOTHER

‘BOJ o FEDERAL EMPLOYEE (OR EMPLOYEES) STEALING
FEDERAL PROPERTY
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total value involved appeared to be:'’
More than $100,000

'< $1,000 to $100,000

4 .

RN $100 to $999

Less than $100

1/ The number in parentheses indicates the possible error range, at the 95% confidence level, for the
associated figure. In other words, based on a sample of this size, one can say with 95% confidence
that the error attributable to sampling and other random effects could be up to this many percent-
age points in either direction, but there is less than 5% chance that the "true' figure lies outside
the indicated bracket. Due to the error ranges shown, differences between closely-ranked agencies
may not be statistically significant.

2/ The number in parentheses indicate the total number of respondents in each agency who answered
this question. .
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GRAPH 2
15. Regardless of whether or not it is part of your job, during
the last 12 months, have you personally observed or obtained
direct evidence of any of the following activities?
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304 FEDERAL FUNDS CAUSED BY INELIGIBLE PEOPLE
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Based on responses, ''Yes, and the
total value involved appeared to be: '

More than $100,000
$1,000 to $100,000
$100 to $999

Less than $100

1/ The number in parentheses indicates the possible error range, at the 95% confidence level, for the
associated figure. In other words, based on a sample of this size, one can say with 95% confidence
that the error attributable to sampling and other random effects could be up to this many percent-
age points in either direction, but there is less than 5% chance that the ''true' figure lies outside
the indicated bracket. Due to the error ranges shown, differences between closely-ranked agencies
may not be statistically significant.

2/ The number in parentheses indicates the total number of respondents in each agency who answered
this question. ’
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15. Regardless of whether or not it is part of your job, during
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GRAPH 4
15. Regardiess of whether or not it is part of your job, during

the last 12 months, have you personally observed or obtained
direct evidence of any of the following activities?
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1/ The number in parentheses indicates the possible error range, at the 95% confidence level, for the
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that the error attributable to sampling and other random effects could be up to this many percent-
age points in either direction, but there is less than 5% chance that the 'true' figure lies outside
the indicated bracket. Due to the error ranges shown, differences between closely-ranked agencies
may not be statistically significant.

2/ The number in parentheses indicates the total number of respondents in each agency who answered
this question.
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15. Regardless of whether or not it is part of your job, during
the last 12 months, have you personally observed or obtained
direct evidence of any of the following activilies?
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= associated figure. In other words, based on a sample of this size, one can say with 95% confidence
that the error attributable to sampling and other random effects could be up to this many percent-
age points in either direction, but there is less than 5% chance that the "true' figure lies oquide
the indicated bracket. Due to the error ranges shown, differences between closely-ranked agencies
may not be statistically significant.

2/ The number in parentheses indicates the total number of respondents in each agency who answered
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15. Regardless of whether or not it is part of your job, during
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may not be statistically significant.
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Appendix A contains narrative examples of the types of activities the
respondents considered illegal or wasteful. The examples, which were volun-
teered by respondents in the commentary section of the questionnaire,

demonstrate the wide range of different activities which employees considered to
be illegal or wasteful.

16. If you indicated “yes” to one or more of the activities GRAPH 7

listed in question 15, please select the one activity that
represents the most serious problem you know about or ’t‘ht".'
one that had the greatest impact on you personally and “X

-the box of that activity below.
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Employees Generally Discovered Wrongdoing by Personal Observation. The
relatively high percentage of respondents who based their response on personal

observation of an activity lends some credence to their allegations.

fourths (76%) of the respondents who cla
wasteful activity indicated that

Over three-
imed knowledge of illegal or

they had personally observed the activity

which they considered either the most serious or which had the greatest personal

impact on them.
about the activity by coming across direct evid
documents.

Approximately 13% of the respondents said that they found out

ence, such as vouchers or other

Graph 8 indicates the different means by which respondents became aware of

some type of fraud, waste, or mismanagement.

Since multiple responses were

allowed on this item, the data indicate that some employees found out about an

activity through more than one means.

(For example, a respondent may have been

told about the activity by another employee and afterwards personally observed

it happening.)
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Federal Employees Were Blamed for Much Wrongdoing. Respondents who
claimed to have observed an incident of wrongdoing were also asked whether the
waste or illegal activity had been caused by any of four classes of persons or
organizations listed on the questionnaire. (Some of the respondents indicated
that the activity that they had observed was caused by a combination of two or
more of the possible sources listed.)

In by far the largest percentage of cases (75%), the respondents believed
that the illegal or wasteful activity they observed was caused at least in part
by Federal employees within their own agency. Federal employees in other
agencies were perceived to be the cause of the problem in 14% of the cases.

Fifteen percent of the respondents thought that individuals receiving
Federal funds, goods or services were a cause of the wrongful activity. Sixteen
percent of the respondents identified organizations receiving Federal funds,
goods, or services as having caused at least part of the fraudulent or wasteful
activity.

Some respondents also volunteered in the comment section of the
questionnaire their opinions as to additional causes of waste in Government,
chief among these was the belief that poorly written laws and Congressional
mandates often cause waste and inefficiency.

The perceived cause of the activities observed by the respondents varied,
depending on the agency involved. Tahle | on the following page details these
differences by agency. ‘

Conclusions. At least by their own' account, Federal employees are a
knowledgeable source of information about illegal or wasteful conduct in their
agencies. In addition, those employees who claimed to have observed some type
of illegal or wasteful activity believe it to have been consequential in tt
amount of funds involved or the frequency with which it occurred.

» The architects of CSRA were therefore correct in their belief that Federal
employees represent an important potential resource in preventing fraud, waste
and abuse. Whether that resource has been effectively tapped is discussed in
the next chapter.
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TABLE 1

Q20. Which Federal Department Q19. Did the activity appear to be caused by any of the following?

or agency did the activity
involve? T
1/
RESPONSES
Number of " "Individual(s) "Oraganization(s)
respondents receiving Federal receiving Federal
who selected  "Employee(s) of "Employee(s) of funds, goods or funds, qoods or
Agency this agency this agency"” some other agency" services" services"
Transportation (280) 88% (+4%) 2/ 9% -5% : 14%
Commerce (199) 86% (+5%) 14% . 9% : 15%
Interior (234) 86% (+4%) 12% ; 8% : 10%
National Aeronautics ‘
and Space Admin. (173) B84% (:5%) 8% 10% 16%
Agriculture (283) 83% (+4%) 11% 14% 10%
Energy (217) 82% (+5%) 11% 7% 21%
Environmental
Protection Agency (192) 78% (+5%) 14% 9% 22%
Education (s4) 2/ 76%  (38%) 40% 26% 37%
Labor (176) 76% (+6%) . 17% ‘ 12% 16%
Veterans ’
Administration (293) - 76% (+5%) ‘ 9% 15% ' 15%
Health and Human Serv. (109) 3/ 71% (+8%) 7% ’ 24% . 15%

Health, Education and
Welfare (Prior to re-

organization) (197) 0% (+7%) ' 7% 24% 16%
Community Services

Administration (73) 68% (+10%) 14% ' o 12% 31%
Housing and Urban ‘

Development (214) 66%  (+6%) 9% 27% N 35%
Small Business ’ .

Administration (114) 65% (+7%) 20% 31% 20%
General Services ‘ ‘ ,

Administration (271) . 50% (+6%) 38% 9% 20%

1/ Respondents were allowed to select more than one response. The percentages shoWn, therefore, sum to more than -
100%. :

2/ The number in parentheses indicates the possible error range, at the 95% confidence level, for the associated
figure. In other words, based on a sample of this size, one can say with 95% confidence that the error
attributable to sampling and other random effects could be up to this many percentage points in either direction,
but there is less than 5% chance that the "true" figure lies outside the indicated bracket. Nue to the error
ranges shown, differences between closely -ranked agencies may not be statistically significant.

3/ The Departments of Educaton and Health and Human Services were only in existence for approximately 8 of the 12
months covered by our review. Some of the respondents from these agencies, therefore, referred to activities which
occurred under the old Department of Health, Education and Welfare.




WHAT FEDERAL EMPLOYEES DO WITH
INFORMATION ABOUT ILLEGAL OR WASTEFUL
ACTIVITIES

] Seventy percent of those employees who claimed to have personal
-knowledge of-.some type of fraud, waste, or.mismanagement did not
report the misconduct.

] The percentage of respondents within each agency who did report such
. activity ranged from a low of 22% to a high of 51%.

° Higher graded employees were more likely to have reported an impfdper
activity than lower graded ones.

e Most of those. employees who observed an illegal or wasteful activity
and' chose to report it did so within their supervisory chain of
' _command, and apparently went no further.

- Over 78% of all employees reporting an activity reported it to their
immediate supervisor and 39% reported it to someone above their
immediate supervisor. '

° Employees viewed existing channels of reporting as generally
' unresponsive.

Although it may be too early to make a final judgment on the success of the
effort to involve Federal employees in exposing improper conduct, it is clear
from our survey that the flow of communication from Federal employees concermng
fraud, waste and mismanagement is a trickle, at best.

Few Employees Report Misconduct. Questionnaire respondents who reported. -
that they had direct knowledge of one or more illegal or wasteful activities
were asked to select the one activity that represented the most serious problem
they had encountered or which had the greatest impact on them. They were then

asked if they had reported that activity to any of ten individuals and groups "’

listed in the questionnaire. (The listed points of contact ranged from co-
workers to the news media, and included all principal points to which one might
~ reasonably report wrongdoing.)

Slightly over 70% of the respondents who claimed direct knowledge of such
a problem did net report it to anyone. Moreover, 28% of the relatively small
" percentage of employees who did report such activity did so because it was a '
. routine part of their job (for example, as an auditor). Excluding those persons

who reported-the activity because it was a reqular part of their job and those -

~who reported the activity only to their co- -workers, the percentage of employees
"who observed an .activity and reported it on ‘their own initiative to a
responsible official or channel is. less than one in five (less than 20%).



The Rate of Reporting Varies by Agency and Grade Level. The overall
percentage of employees who did report an activity varied from agency to
agency. Graph 9 illustrates these differences among agencies.

GRAPH 9
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1/ The number in parentheses indicates the possible error range, at the 95% confidence level, for the

.~ associated figure. In other words, based on a sample of. this size, one can say with 95% confidence
that the error attributable to sampling and other random effects could be up to this many percent-
age points in either direction, but there is less than 5% chance that the "'true" figure lies oquide
the indicated bracket. Due to the. error ranges shown, differences between closely-ranked agencies
are not statistically significant. . .

2/ The number in parentheses indicates the total number or respondents in each agency who answered
this question.

These different reporting rates no doubt reflect the influence of many
variables, some of which are entirely beyond the direct control of agency
management. For examples, differences among the agencies' missions, relative
sizes, organizational structures and workforce demographics may influence the
rate at which employees report wrongdoing. '
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" In addition to-the différences "among”agé'ncies in’ reporting rates, we also
found that higher graded employees were’ sllghtly more likely to report an
activity than were lower graded employees. ~ Only about 25% of respondents in
grades GS-1 through GS5-8 who observed an illegal or wasteful activity reported
"it.  On the other hand, 31% of those 'in ‘grades GS-9 through GS-12, 36% in
grades GS-13 through GS-15, and 39% of the employees in the Senior Executlve
Service reported such observed activity. : .

Again, these differences probably. reflect.many. variables worthy of further
scrutiny by policy makers. For example, it may be that higher graded employees:
.are in general more knowledgeable about the channels available to report
misconduct. However, no definitive conclusion can be drawn on the basis of our
data as to precisely why these differences exist. ‘

Employees Report Within Their Chains of Command. When employees do
report perceived wrongdoing, most report it within their supervisory . chain of
command and apparently go no further. Over 78% of all employees reporting an
‘activity reported it to their immediate supervisor and 39% reported it to
‘someone above their supervisor. In some cases, (32%) employees reported the
activity to both levels. About 5% of the surveyed employees who reported a
problem reported it only to a co-worker. Another 46% reported ll’. to both a co-
worker and someone else. : :

By contrast, only about 8% of all employees reportmq a problem reported it
to the Office of Inspector General Wlthln their agency, 1.4% reported it to the
‘General Accounting Offlce, and less than l% reported 1t to the Specaal Counsel
wnthm the MSP8B. :

7Graph' lO (on the next, page) illustrate_e the extent to. which those
employees  who ‘reported. .an activity did- 'so 'to these various .persons and
~authorities. S o o : o :

The percentage of employees who reported fraud waste, or mlsmanagement'
to a particular person or orgamzatlon does not necessarily indicate the
relative effectiveness of that particular channe!l. For example, most employees
are encouraged to report suspected problems through the supervisory chain of
command. And many employees are not even aware of major channels outside of
their chain of command to which they mlqht report misconduct (a fact
discussed more. thorouthy in Chapter 6). Thus, .the extent to which various
channels are used may  well be entirely 1ndependent of thelr effectlveness m,
deallng with the problems brought to them. ~ : )

Employees Belleve That Reportmg Problems Has Little Effect. Given the'
fact ‘that most employees who report-a problem do-so-. through the--supervisory
chain of command and then go no further, one might surmise that problems
addressed to that channel are usually resolved ‘thus eliminating the need to
pursue the matter. Drer Ton e S

However, when asked whether reporting an ittegal or wasteful activity
(either 'within or "outside their immediate work qroup) had any “effect ‘on the
problem, a large percentage of the respondents did not believe that problem’
had been resolved. Among those employees who reported an activity to sources
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within their immediate work group, for example, 43% believed that the problem
was not resolved at all. Another 8% indicated that the problem was still
under review but they did not expect it to be resolved.

Perceptions of respondents as to the effect of 'reporting illegal or
wasteful activity is shown in Graph 11.
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Percentage of all reporters

GRAPH 11
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Conclusions. Federal employees may represent an extremely knowledgeable
source of information concerning fraud, waste, and mismanagement, but most of
them are keeping that information to themselves. The disinclination of
employees to report illegal and wasteful activities, however, varied
across agency lines and by grade level.

These differences suggest that the problem of encouraging more Federal
employees to report wrongdoing and waste will not be solved by simple solutions
applied uniformly across the entire Federal Government. Rather, policy makers
and managers must:

. Explore the many variables among agencies and-among cohorts of
employees which may affect the willingness of employees in a given
situation to step forward and report misconduct; and,

] Tailor programs of action responsive to the relevant variables at work
in each organization.

More specifically, agency managers can build upon the work of this report
by exploring further the "organizational climate" within their own agencies. Do
their employees trust their superiors to act upon reported information? What is
the ethic among that particular agency's employees with respect to such .
reporting? How well informed are employees of channels available? How is the
agency organized to deal with reports? What feedback and follow up results?

The list of such potential questions which managers should explore is
endless. The point, however, is that only by coming to grips with the peculiar
mechanics of the demography, employee ethics, organization structure and
attitudes at play within each organization can managers and policy makers hope
to improve upon the low level of action reported here.

In the next chapter we discuss some of the more global forces which appear
to discourage employee reporting.
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