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MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:

We appreciate the opportunity to present to the‘
Committee a revieQ of our work programs and our financial
requirements for FY 1976. Details of these plans have been
pro&ided to you in a separate volume entitled "Justification
of Estimates." I would like in this opening statement to
summarizes

"A. Our Overall Financial and Staff Requirements.

B. The Impact of Recent Legislation and Other Congres-
sional Actions on GAO Organization and Work Pro-
grams.

C. General Performance Highlights Since our Last Budget

Hearing.,

A. OVERALL FINANCIAL AND STAFF REQUIREMENTS

b

In FY 1976 we estimate that we will require $139.5 mil-
lion--an increase of $14.7 over our FY 1975 budget. As ex-
plained below, about two-thirds of this amount is to finance
our current leve; of operations; The remaining one-third is
requested to support a growth of 260 averége staff-years in
our ongoing organization in order to respond to the require-

ments of Congress.
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I would like first to summarize the status of our FY
i975 appropriations and then to analyze our FY 1976 request.

l. STATUS OF FY 1975 APPROPRIATIONS

At mid-year our appropriations outlook is as follows:

e~ - Original FY 1975 Appropriations $121,376,000
. Additional cost of salary increase

effective October 1974 3,813,000
. Total funds required for FY 1975 125,189,000

. Less mandatory reduction in travel
funds* (380,000)

. Total funds required after mandatory
travel reduction $124,809,000

*Required by Section 205 of the FY 1975 Supplemental Appro-
priations Act (93-554)

We willlneed a supplemental appropriation to fully fi-
nance the additional cost of the salary increase regardless
of whether we will be required to comply withAthe mandatory
travel reduction referred to above. ‘However, we are quite
concerned about the significant adverse effect that this re-
duction will have on our operations if it is permitted to,
stand. I would like to discuss this briefly.

In FY 1975 we originally budgeted $7.6 million to sup-
porf the normal travel anticipated for our 3,600-member pro-
fessional staff. We did not, at that time, anticipate the
increases which subsequently occurred in the cost of travel
by common carrier--up 15 percent in the case of air fares--

nor did we expect to be faced with the mandatory reduction,
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or with the ceiling on travel funds, which was enacted in

"the Suppiemental Appropriations Act (P.L. 93-554).

The combined effect of these actions has already been
to reduce our travel for the second half of 1975 by 25 per-
cent--compared with the apparent Congressional intent to re-
duce travel by 10 percent. This has necessitated a series
of drastic actions to curtail training, reduce field super-
vision, and cut back or slow down audits. The possible in-
crease in mileage and per diem allowances'may cause the re-
duction to reach as much as 35 percent, assuming the in-
crease is authorized by March 1, 1975. This would result
in progressive immobilization of our staff.

I would like to submit for the record a letter I sent
to the Chairmen of the House and Senate Appropriations Com=
mittees on January 28, 1975, describing our currenf problem,
and requesting authority to reprogram any available funds in
our current year appropriations in order to allow us to con-
tinue an adequate level of service to the Congress. We-sin-

cerely hope that you will support this request.

2. APPROPRIATIONS REQUEST FOR FY 1976

As stated above, funds requested for FY 1976 total
$139.5 million--a net increase of $14.7 million over our FY
1975 requirements. Analysis of the reguest shows that about
two-thirds of the increase is required to support our opera-

tions at present staff levels. Only one»third'of the
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increase will bé‘available to obtain and support staff

fesources.to meet the significant new and expanded respon-

sibilities that I will outline later in my statement:
Millions

- Gost increases to support current operations

. Annualization of 1975 pay increases, plus
promotions, periodic step increases, and
assoclated benefits for the current staff,
(including the transportation rate audit
function) « o ¢ ¢ ¢ ¢ 4 4 e v 4 s s e e 0w e $ 5.3

. Increase in level and costs of supplies,
equipment, services, space, and travel. . . . 4.1

. One-time costs of transferring the trans-
portation rate audit function to GSA . . . . 0.7

- Cost increases to support increased respon-
sibilities

. Costs incident to the increase of GAO
permanent staff, including pay, associated
benefits, and travel . ¢« ¢ ¢ ¢ o s o o ¢ o« o 4.6

Total $14.7

3. STAFF REQUIREMENTS FOR FY 1976

We are requesting a total of 5,456 staff-years for FY
1976--compared with the 5,230 staff-years funded for FY 1975.
Ongoing GAO functions will need to increase'by 260 staff-
years, but requirements of the transportation audit function
will decrease by 34 staff-years. The decrease will result
from our continued progress in streamlining operations.

In projecting their workload for FY 1976, our.division

and office directors estimated that 650 additional
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staff-years were justifiéd in FY 1976. My decision to
-request anly 260 staff-years--less than half of the esti-
mated requirement--is based on limiting our growth to that
size staff which we can effectively recruit and train while
miintaining the high standards that we insist on.

Because we recognize the importance of GAO having the
resources to fulfill--promptly and fully--the responsibili-
ties that we have been assigned, we have increasingly empha-
sized our recruiting programs and approaches. I might add
at this point that these approaches are assisting us to at-
tain an average strength of 5,230 staff-years allowed us by
Congress for FY 1975.

| Consequently, we are confident that we will be able to
recruit and éffectively utilize the number of new staff mem-~
bers for which we are requesting funding. 1In so doing, we
will continue-~-~as we have in recent years--to make our staff
increasingly interdisciplinary. We are pleased with our
achievements in that regard. -

We also feel that we have made significant strides in
our Equal Employment Opportunity Program=--a program to which
we have given high priority. The number of minority and
women eméloyees has increased steadily as a percentage of
our total employees in grades GS-5 and.above. Minority
persons and women continue to be hired in record numbers for
the professional staff., 1In FY 1974 they represented 40 per-

cent of our college recruits. Our request for funds includes




about $1 million for the overall Egual Employment Opportunity

Program in FY 1976. With your permission, Mr. Chairman, I

would like to submit, for the record, a more detailed "Posi-

tion and Status Paper" covering our EEO Program.

4. siANNED APPLICATION OF RESOURCES

The manner in which we plan to use our resources--com-

paring FY 1975 and FY 1976--for each of our office~wide pro-

aram rartannrine ic ehnwun in +ha ae~nhadinla below:
U da R4ILE W b4 i—bs\ll- - whu [=FRAVE [ FYY Jdd L7 ¥ Ly DL LITU U LT MUOULUVW e
PLANNED APPLICATION OF STAFF RESOURCES
FISCAL YEARS 1975 and 1976
PROGRAM ESTIMATED STAFF-YEARS
CATEGORIES FY 1975 FY 1976 CHANGE
A. Direct assistance to Congress 1,190 1,305 +115
B. Support to the Congressional Budget
Process and Information Needs 104 165 + 61
C. Reviews of: A
-=Program Results 1,118 1,179 + 61
—=Economy and Efficiency 1,119 1,135 + 16

2,237 2,314 + 77
D. Examination of Agencies' Financial Sys-
tems, Transactions, Accounts, and Re-

ports 243 243 -
E. Financial Management Improvement 125 125 - .
F. Claims Settlemzui and Debt Collection 144 137 -7
G. Federal Election Activities 25 - =25
H. Legal Services and Decisions 207 210 + 3

(Net of Direct Assistance to Congress)
I. Executive Direction and Management

Services 517 553 + 36
TOTAL ONGOING GAC STAFF-YEARS 4,792 5,052 +260
’ pre e o o o-iminseannd
Transportation Audit Functions which will .
be transferred to GSA 438 404 (34)
TOTAL 5,230 5,456




I will discuss the larger of these categories in more
detail later in my statement. At this point, I would like to
highlight some of the more significant increases:

--The largest single increase, in "Direct Assistance to
Congress," continues the upward trend we have experi-
enced in this category for some time. We expect that
the increased level of requests will require us to de-
vote 115 more staff-years to this area in 1976--an in-
crease of 9 percent over the estimated 1975 level.

~-The second biggest increase is in the new category
"Support to the Congressional Budget Process and In-
formation Needs." Work under this category will ful-
fill important responsibilities assigned to us by the
Congressional Budget and Impoundment Control Act of
1974. An increase of 61 staff-years will be required.
Work in this category will be up over 58 percent from
the 1975 level. When the increase in this new cate-
gory of support is added to the direct assistance
category, about two~thirds of the increased staff

being requested is in direct support of specific con-
gressional requirements.

--In the third category--the principal increase is in
Reviews of Program Results. This again is responsive
to the growing need for such support by the Congress,
and the new emphasis given to that need in the Con-
gressional Budget and Impoundment Control Act and in

many other acts such as those listed later in this
statement, :

--Other significant increases are in support of internpal
management improvements with particular emphasis on
staff development, equal opportunity, upward mobility

training programs, and financial management improve-
ments. h

Since the planned changes in our organization and staff-

4

ing in FY 1976 stem primarily from recent legislation, I

would now like to turn to a review of:



B. IMPACT OF RECENT LEGISLATIVE AND OTHER CONGRESSIONAL
ACTIONS ON GAO ORGANIZATION AND WORK PROGRAMS

Three recently enacted bills are having an immediate
impact on our organigation, staffing and work priorities. I
will discuss these and then refer briefly to other legislative
or «ongressional actions affecting'our work.

1. The General Accounting Office Act of 1974 (P.L. 93-604),

signed by the President on January 2, 1975, has a number of
provisions with long-term implications.

Most important is the transfer of responsibility for making
initial audits of transportation payments from the General Ac-

~counting Office to the General Services Administration. This /‘7
transfer has been in the planning stage during the past two

years. We are proceeding with actions which will assure the
efficient transfer of these functions no earlier than Octo-

ber 1, 1975, but with completion, as required by law, no

later than September 30, 1976. I am giving personal atten-

tion to assuring full protection of the rights and interests

of the people involved. -

Qur FY 1976 request contains funds to finance the trans-
portation rate audit work for the full year, including per-
sonnel and operating costs, and the special costs involved
in the transfer of this function to the General Services Ad-
ministration, | .

After the transfer we will continue to be responsible

for the overview of administrative policies, practices, and
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procedures of executive agencies having transportation
responSibilitieé. We will retain the functions of collec-
tion, compromise, and termination of transportation debts
referred to us by other agencies. We will also coniinue
to render decisions and give guidance to departments and
agencies in connection with proposed transportation expend-
itures, and to claimahts who request the Comptroller General
to review settlements involving questions of law or fact,
Among other significant provisions of the General Ac-
counting Office Act of 1974 is a new responsibility for au-
diting nonappropriated fund activities. These activities
sell merchandise or services to certain classes of Govern-
mént employees, retirees, and their dependents (primarily
in the Department of Defense). They number in the hundreds,
have annual sales estimated at $6 billion per year, and em-
ploy up to 300,000 personnel either part-time or full-time.
This is an area which in the past has had only minimal out-
side review. -

2. The Federal Election Campaign Act Amendments of

1974 established the new Federal Election Commission; The

functions performed in our Office of Federal Elections (OFE)
will be transferred to the new Commission after it begins
operation. We have already begun the phase-down of our

OFE staff and are reallocating the resources thus saved to
new functions and requirements. Anticipating passage of the

Act, we phased out the audit program discussed with the



Committee last year and have been able to reprogram
approximatély 85 of the 110 staff-years originally planned
for that work in FY 1975. These resources have been ap-
plied to staffing the new offices-discussed below.

~ 3. The Congressional Budget and Impoundment Control

Act of 1974 enlarges GAO's program evaluation role by re-

guiring us to review and evaluate Government programs car-
ried on under existing law, to develop and recommend methdds
for.reviewing and evaluating Government programs and activ-
ities, and to assist in stating legislative objectives and
goals and in developing methods for assessing and reporting
actual program performance.

Additionally, the Act clarifies and strengthens the ex-
tensive fiscal, budgetary, and program-related data and in-
formation systems responsibilities given to the Comﬁtroller
General in cooperation with the Secretary of the Treasury;
the Director, Office of Management and Budget; and the Di-
rector of the Congressional Budget Office. It also gives,
GAO important new responsibilities regarding congressional
consideration of rescissions and deferrals of budget author-
itx proposed by the President.

By reprogramming staff resources resulting from the
phase-down of the Office of Federal Elections, by utilizing
resources already assigned to Congressional information
service activities, and by closer management of our staff-

years both at headquarters and in the field, we are applying

10



104 staff-years to these functions in FY 1975. We propose

to expand this effort to 165 staff-years in FY 1976. These

new or enlarged functions include:

de

Budgetary and Economic Analysis. We have estab-

lished an "Office of Program and Budget Analysis"
(OPBA) to conduct anaiyses in support of the legisla-
tive budget committees as contemplated in Titles VII
and VIII of the Act. In so doing, this Office will
build on GAO's knowledge of Government programs and
policies, on our access to fiscal and budgetary in-
formation, and on work that we do in connection with
program auditing. A primary objective is to provide
Congress with exfanded analytical information for

its use in making major bﬁdget decisions. We will
seek to provide it with analytical méterial‘timed

to the budget process which will stress possible
budget alternatives and their implications. In addi-
tion to utilizing the resources available, we will
maintain continuing liaison with the Congressional
Budget Office, the Congressional Research Service,
and with the appropriate committees of the Congress.

Meeting Congressional Financial and Budgetary Infor-

mation Needs. Our Congressional Information Serv-

ices Group will emphasize (1) development of classi-
fication structures for reporting budgetary, fiscal,

and program information to the Congress and (2)

Nt
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assistance to Congress in meeting its information
needs.

To date we have made good progress in improving
the appropriation classification structure of the

Department of Housing and Urban Development, and

major elements of the Department of Agriculture,

the General Services Administration,; the National
Science Foundation, and the National Aeronautics and
Space Administration.

We are developing ways in which data files in
executive agencies can be made available to meet re-
curring information requirements of the Congress.
Work on this approach is continuing in cooperation
with the agencies, the Office of Managemenf and
Budget, and committees of Congress.

Impoundment Analysis. As required by Title X of

the Congressional Budget and Impoundment Control

Act of 1974, we review and advise the Congress with“
respect to the legality and impact of proposed re-
scissions and deferrals of budget authority by the

executive branch.

12



4. OTHER LEGISLATIVE OR CONGRESSIONAL
ACTIONS AFFECTING GAO WORK PROGRAMS

New direct assignments or new priorities frequently
result from congressional actions. The following are some
recent illustrative examples:

FF—The Energy Reorganization Act of 1974 requires GAO
to evaluate the effectiveness of licensing and
related requlatory activities of the newly estab-
lished Nuclear Regulatory Commission, and the
operations of the Office of Nuclear Safety Research
and the Bureau of Nuclear Materials Security. A
report to the Congress is required within five years.
This and other work related to the Act's establish-
ment of the Energy Research and Development Adminis-
tration will significantly affect our work and our
need for resources for some time to come.

--The International Air Transportation Fair Competitive
Practices Act of 1974 directs the Comptroller General
to disallow any expenditures from appropriated funds
for payment of personnel or .cargo transportation on a
foreign air carrier in the absence of satisfactory
proof of necessity. This Act, in addition to its
obvious requirement for the use of GAQO resources, will
present some rather complex problems which we will need
to resolve.

--The Trade Act of 1974 requires the Comptroller General
to study adjustment assistance programs established by
the Act and to report to the Congress on the results
of the study by January 31, 1980. This requirement and
other provisions which call for greater congressiofal
participation in trade matters--both in the approval
and the administration of trade agreements--will, we
believe, significantly affect our workload. -

-~The Small Business Amendments of 1974 require GAO to
conduct a full-scale audit of the Small Business
Administration including its field offices. This will
constitute a major workload for our General Government
Division in FY 1975.

Y

~--Senate Report 93-1033 on Russian Grain Transactions
recommends that the Comptroller General review in
detail the export reporting system recently placed
into operation to determine the outstanding export

13
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sales commitments of commodities in relation to
existing stocks.

-~The Amtrek Improvement Act of 1974 makes GAO respon-

sible for conducting an annual management audit of
Amtrak's operations.

--House Report 93-1120 directs the Federal Trade Commi-
sion and GAO to work together to resolve data reli-
ability problems concerning FTC's line-of-business
program which we had previously identified.

--The Conference Report on FY 1975 DOD Appropriations,
in September 1974, requested GAO to make an in-depth
study of the program of the Department of Defense of
stockpiling war materials or eguipment for use by
foreign countries and to report to the Committees on
Appropriations.

~--The D.C. Home Rule Bill reguires GAO to make annual
audits 1n connection with the District of Columbia's
authority to borrow funds in the open market rather
than, as in the past, from the U.S. Treasury. We
are also reguired to continue our ongoing examina-
tion of the operations of the D.C. Government.

--New or expanded Federal programs embodied in the
following Acts will, we believe, also significantly
increase our future work.

. The Solar Energy Research, Development and Demon-
stration Act of 1974.

. The Housing and Community Development Act of 1974.

. The Emergency Job and Unemployment Assistance Act
of 1974.

. The Office of Federal Procurement Policy Act of
1974 and the revised statutes simplifying procure-
ment procedures by raising the ceiling on small
purchases from $2,500 to $10,000.

Prior legislative actions also continue to have a siz-
able impact on GAO. For example, the Health Maintenance

Organization Act of 1973 required GAO to perform rather

extensive evaluation work in connection with the operations

14 f |
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and impact of Health Maintenance Organizations. This
réquiremenf, on which we are presently performing work, will
continue to require substantial resources for at least the
next two years.

- In addition to the above, the statutes setting up the
new Commission on Federal Paperwork and the National Com-
mission on Electronic Fund Transfers name the Comptroller
General as a member. We.also‘expect to cooperate closely
with the recently reorganized National Commission on Pro-
ductivity and Work Quality in our efforts to measure and

identify ways to increase productivity in the Federal

Government.
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C. GENERAL PERFORMANCE HIGHLIGHTS

I woulé now like to touch briefly on our overall
performance since we last appeared before you and to out-
line fdr you some of our plans for the future.

1. REPORTS

In FY 1974, we submitted 553 reports on audits or
special studies to‘the Congress and its Members. This

compares with 504 for the preceeding year:

TO CONgress « « o« o« o o o « » » o 145
To Congressional Committees . . . 167
To MembersS. « ¢« o ¢ o o o« o o o« o 241

Total 553

In addition, 322 reports were addressed to agency officials,
and the Office 6f Federal Elections issued 204. Reports
were furnished to 37 different committees as shown in Attach-
ment I to this statement. Not included are the numerous
briefings provided to committee staffs.

We were pleased that many of our reports were of direct
use to Congress during hearings and in connection with legis-
lation. During FY 1974 GAO representatives testified on 61l
different occasions before congressional committees; and, on

request, 98 staff members were assigned for varying periods

to the staffs of 29 different committees and subcommittees.

2. ACCOMPLISHMENTS

As you know, we are constantly trying to identify

opportunities to improve economy and effectiveness. Where
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possible, we make estimates of savings directly attributable
to GAO recommendations. Such measurable savings amounted
to $562 million in FY 1974, with actions resulting from our
recommendations in 19 departments and agencies. $166 million
of these savings will recur annually.

-

Two examples of actions taken as the result of our
findings-are:

--5145 million in savings resulted from cancellation
of outstanding orders of the military services for
materiel no longer considered to be needed. The
recommendations for improved inventory practices,
identified by our studies, will result in recurring
annual savings estimated at $100 million.

~--$40.7 million in additional revenues were obtained
by a nationwide Internal Revenue Service program to
identify and collect taxes from taxpayers who either
failed to file or were delinquent in filing Federal
Highway Use Tax returns. Almost $18 million of such
collections will recur annually.

In addition, numerous actions resulted in financial
savings which could not be fully or readily measured.
Examples include: consolidating reserve fleet maintenance
and preservation activities under the Maritime Commission;
delaying purchases of foreign currency not needed for cur-
rent operations; providing more economical upkeep and man-
agement of residential properties acquired by HUD; and
diverting to productive uses some 400 man-years through
revised Navy change-of-station travel policies.

Even more important are the large number of recommenda-

tions we made which, while not resulting in immediate dollar

savings, point the way to improved program effectiveness.

17



For example, we found that despite two decades of study, the
civil aviation midair collision problem persists. The
principal reason for this slow progress has been inadeguate
analysis by the Federal Aviation Administration showing
whether a solution is economically feasible, and if it is,
which alternative--upgraded ground control with collision
avoidance equipment, airborne equigment, or a combination
of these--offers the best approach. As a result of our
report, the Administrator of FAA has begun an indepth
anaiysis of alternate solutions to the midair~collision
problem, which he believes will provide the basis for an
FAA-recommended system.

"We are pleased with our dollar savings and other
accomplishments such as those outlined above. But the
heart of our audit and review work lies in (1) Direct
Assistance to Congress, and (2) Reviews of Program Results,
Efficiency and Economy. I would like to discuss both of
of these briefly. |

3. DIRECT ASSISTANCE TO CONGRESS

This is the area which requires the principal increase
in staff-years in FY 1976. Work which we classify under
this category includes:

. Studies'specifically directed by legislatioﬁ,

. Committee and Member requests. \

. Testimony at hearings.

. Staff assigned to Congressional Committees.

18 -
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. Legal opinions.
. Advice on pending legislation.

. Accounting, auditing, and advisory services for House
and Senate financial and administrative operations.

. Congressional liaison activities.

Because our direct assistance work, for the most part,

is based on requests for performance of particular reviews,

the work that we will do to directly assist the Congress in

FY 1976 will follow from its interests and concerns at that

time.

The following examples of work recently completed, or

being performed at the direct request of committees and Mem-—

bers of Congress illustrate the diversity and range of work

in this category.

-=Citizen Protection. We reviewed security at the Lorton
Correctional Institution and pointed out areas in which
security should be tightened by better management.

-~Criminal Justice. We reviewed the administration of
programs under the Criminal Justice Act in the U.S.
District Courts and the District of Columbia Superior
Court.

--Domestic Intelligence. We are currently reviewing
domestic intelligence activities of the Federal Bureau
of Investigation. :

~-Energy Data Availability. Following a review of the
need for a centralized energy data bank, we pointed
out various deficiencies in present energy data sys-
tems and concluded that, although it would be feasible
to develop an effective centralized system, it would
take several years and would require enabling
legislation.

~

--Food. We were recently asked to study selected food
aid topics.

--Public Safety. Responding to requests of numerous
Members of Congress we are reviewing the actions taken

L
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by the Agency for International Development and the
Department of Defense to comply with legislative
requirements to terminate public safety assistance
to foreign countries.

Internal Revenue. Continuing as agents of the Joint

Committee on Internal Revenue Taxation, and at its
request, we are reviewing the Internal Revenue Serv-

“ ice's audit and taxpayer service activities, and the

requlatory activities of the Bureau of Alcohol,
Tobacco, and Firearms, Department of the Treasury.

Nuclear Testing. We recently furnished information,

\

at his request, to the Chairman, Research and Develop-
ment Subcommittee, Senate Armed Services Committee,

on the United States' capability to promptly resume
nuclear testing in the atmosphere.

Postal Operations. We are currently reviewing the
level of income and expense that the U.S. Postal
Service may expect by 1984. We are also projecting
the cost of first-class mail service, considering
various specified contingencies.

Revenue Sharing. Currently, we are conducting in-

depth case studies of revenue sharing in 26 selected
local governments around the country. At each local
government, we are inquiring into such matters as
fiscal condition, civil rights record, public partici-
pation in the local budgetary process, and the impact
of revenue sharing on local tax rates.

Impoundment Decisions. At the request of Senate and
House Appropriations and Budget Committees we made a
detailed analysis of the Impoundment Control Act of,
1974 (Title X of Public Law 93-344) and rendered a
legal opinion to the Congress covering operative pro-
visions of the Act. Upon its enactment there existed
a great deal of controversy as to the proper interpre-
tation of various provisions of the Act. Our opinion
was designed to establish clearly the manner in which
GAO's role under the Act would be carried out and to
provide the Congress a decisive resolution of conflict-
ing interpretctions.

Service Academies. Resgponding to the request of sev-
eral Members of Congress, we are presently making an
in-depth review of the Service Academies (Army, Navy,
Air Force, Coast Guard, and Maritime). In addition to
reviewing the military and academic programs, our work
will cover cadet attrition rates and cost of operations.

20
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~--War Reserves for U.S. Allies. At the request of the
House and Senate Appropriations Committees, we are
making an in-depth study of the allied war reserves
program covering its history and the manner in which
it is being managed. This information is needed by
the Subcommittees for the Department of Defense
‘Appropriations hearings.

~ As I mentioned eaflier, in FY 1974 we issued 241 reports
to Members of Congress, and 167 reports to 37 different com-
mittees.' Our request work remains high. On December 31, 1974,
we had on hand 313 member requests, and 178 Committee requests.
The increasing interest of committees and members in this
important area of our work has been characteristic of our

experience in recent years.

4. PROGRAM RESULTS REVIEWS, AND
‘REVIEWS OF ECONOMY AND EFFICIENCY

Reviews in this category are performed in fulfillment of
our responsibility to the Congress under the Budget and Ac-~
counting Act of 1921 and subsequent legislation. In recent
years the Legislative Reorganization Act of 1970, and now
the Congressional Budget and Impoundment Control Act of 1974
have highlighted the role that reviews of program results can
play in assisting the Congress with its legislative, as well
as its oversight, responsibilities. Hence while continuing
reviews of economy and efficiency of ongoing operations, we
are increasing our emphasis on reviews of program
effectiveness. | h

Through our program planning system we are increasingly

correlating our work so as to examine program interrelationships

21
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on major issues of highest concern to the Congress. An
example of this synthesizing approach is our plan for work
involving energy problems. - We plan to give priority to
that work which will enable us to contribute to solutions
in Connection with:

--Energy conservation.

~~-Energy research and development.

--Federal proprietorship of energy resources.

~--Energy data collection and analysis.

Our new "Office of Special Programs" (OSP) will give
its attention to correlating all GAO work and work planning

in the areas of energy, materials, and food. Other divisions

and offices will perform similar functions in assigned areas.

A few examples of recently completed self-initiated
reviews follow:

~--Health Assistance. Following a survey of the eligibil-
1ty of medically needy individuals under the Medicaid
program in Illinois and New York City, we reported
that the Department of Health, Education, and Welfare
regulations on how States determine the eligibility of
medically needy individuals appeared to be inadequate.
We reported that, during the period covered by our
survey. payments of between $1.8 million to $4 million
per month were made in New York City to ineligible
individuals.

~-Postal Operations. We reported that, to a certain
extent, the careless handling of sorted mail had
defeated the objectives of mechanization in sorting
operations and added to the cost of mail delivery.
Our report included recommendations which should help
reduce letter-sorting machine errors, improve environ-
mental conditions, establish work standards, and
expedite the flow of mail to its proper destination.

--Vocational Education. In reporting on vocation educa-
tion program operations in seven States, we made recom-
mendations which should help to direct Federal funds




to achieve the purposes intended, improve the planning
for delivery of vocational education, better target
Federal funds to areas of need, expand training
options, and more appropriately consider the impact

of changing manpower requirements.

--International Food Shortages. A recent report to
the Congress summarized attempts by the United States
and international agencies to deal with current food
oroblems. It was provided to the Congress in time to
be of use in the November 1974 United Nations-sponsored
food conference. After completing a series of planned
reviews, we will prepare a comprehensive report which
will discuss significant issues raised in our indi-
vidual reviews, and the progress made by both the
United States and the international community to im=
prove existing programs and devise new ways to meet
food challenges facing the world.

-=-Air Defense. In reports and testimony to the Congress,
we questioned the effectiveness of the $12.5 billion
Airborne Warning and Control System (AWACS) to perform

"its primary mission of controlling aircraft in a
European combat environment. We worked with experts
appointed by the Secretary of Defense at the recommen-
dation of the Chairman, Senate Armed Services Commit-~
tee, to look into the viability of the system. The
findings of these experts confirmed the importance of

considering the questions we had raised before a Secre-

tary of Defense decision to proceed with this program
is made.

--Aircraft Engine Development. 1In a recent report to
the Congress we pointed out that new aircraft engines
were being prematurely qualified for production. This
results in production funds, and operations and main-,
tenance funds, being used to develop these engines,
rather than R&D funds.

5. COMMENTS ON OTHER PROGRAM CATEGORIES

All of our program categories are described in detail in
the Justification of Estimates. My comments thus far have
covered the larger of our work programs. I would like now

to highlight the remaining categories only very briefly.

23



R e

a. Examination of agencies' financial systems,

transactions, accounts, and reports. No change

.in the overall level of effort--243 staff-years--
is planned in FY 1976. However, we will rebalance
- our use of resources to stress more heavily the
manner in which accounting systems contribute to
agency operations. |
Flexibility to reprogram our staff is enhanced by the

continuing drop in staff-years required at HMilitary Finance
Cenéers as a result of the installation of more accurate pay
systems, and the improvement in the quality of agency audits.
This rebalancing permits us to focus our effort on audits of
systems rather than on detailed transactions. Further, new
authority contained in the General Accounting Office Act of
1974 giving us discretion to audit Government corporétions
at least every three years, instead of annually, will per=~
mit more efficient scheduling of staff resources.

b. Financial management improvement programs. Here

again we expect to maintain a constant effort of

125 staff-years, both in FY 1975 and FY 1976.
Excellent progress is being made toward achieving
our objective of having all Federal agency account-
ing systems approved by the end of FY 1980. To
achieve this goal we must review and approve more
than 160 systems designs in the next 6 yeafs. While

statements of principles and standards have been
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approved for 98 percent of the systems, designs have
béen approved thus far for only 43 percent.

We will likewise continue strong participation in FY 1976
in the Joint Financial Management Improvement Program, with
thewpajor objective of developing cooperative projects with
the full participation of agency personnel.

c. Claims settlement and debt collection activities.

We are planning a slightly reduced level of effort
in FY 1976 (137 staff-years compared to 144 in

FY 1975) in anticipation of the economies which
will result from the automation of accounts receiv-
able and accounts payable functions during calendar
year 1975.

As you know, this category includes our work in'settling
claims by and against the United States. By so doing we pro-
vide aggrieved parties with an impartial and independent
settlement of their claims at little or no expense to them.
At the same time this function reduces the burden of the |
courts and that of the Department of Justice, which other-
wise might result from litigation instiéuted by such
aggrieved parties.

The volume of payment claims against the United States
continues at a ievel'of approximately 9,000 per year.

Debt claims referred to us by various agencies in FY 1974,

for adjudication and/or collection, amounted to approximately

34,000.
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d. Legal services and decisions. As you know, our

légal work extends to virtually the full—range of
Government receipt and expenditure activity. This
! work involves:
. Preparation of legal decisions on questions within
the jurisdiction of the Ccmptroller General.

. Preparation of legal decisions in response to
requests of unsuccessful bidders.

. Furnishing legal reference and legislative services.
. Legal review of audit reports.

. Legal services to Committees and Members of the
Congress.

. Legal services to Divisions and Offices of GAO.

‘The last identified function has continued to grow in
magnitude and importance to our audit divisions and we plan
to augment that staff in FY 1976 by 3 staff-years. A small
increase of 2 staff-years in the Office of General Counsel
will also be required in its Direct Assistance to Congress
work.

-

--Executive Direction and Management Services. This
program category includes all other activities of the
Office concerned with managing and supporting the work
of our operating divisions and offices. Its staffing
will remain relatively stable through FY 1976 except
for:

~-The agrowth in our Upward Mobility training pro-
grams (19 staff-years).

-~Continued development of GAO internal staffs for
the training and development of its personnel,
and for the improvement of internal financial
management systems (15 staff-years).

) :
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-~-Addition of 2 staff-years to other functions
required to assist the Comptroller General, in-
cluding the identification and programming of
work in high-priority issue areas.

CONCLUSION

. In summary, the General Accounting Office has ahead a
most challenging period of responding to the new demands
placed upon it by the Congress, ingreasing its capability
to conduct budgetary analyses, phasing out of the Office of
Federal Elections, and effectuating an orderly transfer of
thé transportation rate audit function to the General Serv-
ices Administration. Attachment II shows the proposed
changes in staff-years for each component of the General
Accounting Office in FY 1976.

My associates and I will now be happy to answer any

questions you may have.
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ATTACHMENT 1

REPORTS TO COMMITTEES AND MEMBERS OF CONGRESS
FISCAL YEAR 1974 AND
FIRST 6 MONTHS OF 1975 AND REQUESTS
ON HAND AT DECEMBER 31, 1974

Number of Reports
6 Months Requests
of on Hand
FY 1974 FY 1975 12/31/74

" -
House Committee:

Appropriations 16 6 20
Armed Services 6 4 3
Government Operations " 23 10 21
Post Office and Civil Service 15 4 7
Banking and Currency 2 - 1
Education and Labor 3 2 5
Interstate and Foreign Commerce 2 - 1
Public Works 2 - 2
Foreign Affairs 5 2 5
Interior and Insular Affairs 1 - 1
Judiciary - 2 5
Merchant Marine and Fisheries 3 3 3
Science and Astronautics 1 1
Permanent Select Committee on

*Small Business 3 - 4
Veterans Affairs - - 1
Ways and Means - - 2
Agriculture 2 -- -
Select Committee on House

Beauty Shop 2 - -

. Select Committee to Regulate

Parking 1 - -

Select Couwmittee on Committees it Bt 1=
Total House 87 . 34 83
Senate Committeea:

, Appropriations 6 8 14
Special Committee on Aging 2 1 4
Armed Services 8 2 7
Aeronautical and Space Sciences 1 1 1
Finance 1 “ 4 7
Foreign Relations 4 2 2
Post Office and Civil Service 2 — -
Interior and Insular Affairs 4 - 6
Government Operations 7 5 10




ATTACHMENT I

Number of Reports
A 6 Months Requests
. . : of on Hand
: FY 1974  FY 1975 12/31/74

Senate Committee (cont.):

Judiciary 6 2 9
Labor and Public Welfare 9 - 3
Public Works 3 2 6
» Commerce 1 5 6
Agriculture and Forestry 3 2 3
Veterans Affairs 2 -— 3
Rules and Administration 1 — ' -
Select Committee on Nutrition i
- _ and Human Needs __é == -
Total Senate 63 34 81
Joint Committee:
Atomic Energy 1 1 -=
Economic 6 1 6
; Internal Revenue Taxation 1 — 3
-Congressional Operations - 1 -=
: Printing 1 _2 1
i Total Joint 9 5 10
j
| Total All Committees 159 73 174
! Te Officers of the Congress 8 4 4
“ - A —
' Total All Committees and
Officers of the Congress 167 77 178
Individual Requests by Members
and Officers oi Congress 241 146 313

Total 408 23 4l




ATTACHMENT II

E PLANNED APPLICATION OF RESOURCES BY
' DIVISIONS AND OFFICES

Total Staff-Years, (Including
; field time and consultants)

; Division or Office FY 1975 FY 1976 Change Refereace*¥
} . Office of the Comptroller
f General - 13 13 - E
! . Special Staff Services 20 20 -= F
: . Office of the General Counsel 232 237 +5 G
. Assistant Comptroller General
Policy and Program Planning 38 4] +3 H
. Assistant Comptroller General,
Special Programs 127 - 163 +36 1
. Federal Personnel and Compensa-
“tion Division 253 268 +15 J
. Financial and General Manage-
ment Studies Division 414 451 +37 K
. Joint Financial Management
Improvement Program 10 10 - L
. General Government Division 432 454 +22 M
s e . International Division 231 246 +15 N
g ’ . Logistics and Communications
Division 471 475 +4 0
i . Manpower and Welfare Division 661 715 +54 P
| . Procurement and Systems :
% Acquisition Division 528 532 +4 " Q
‘ . Resources and Economic Develop-
T ment Division ‘ 519 555 ©+36 R
' . Transportation and Claims Di-
. vision - Functions to remain¥ 181 171 -10 S
X . Field Operations Division 205 210 +5 T
. Assistant Comptroller General,
Management Services 457 491 +34 U
Net GAO Ongoing Staff-Years 4,792 5,052 +260
% Transportation functions
which will be transferred
to GSA 438 404 (34) S

5,230 5,456

*%See Justification of N
Estimates FY 1976.






