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Mr. Chairman and Members of the Subcommittee:

I am pleased to discuss GAO's budget request for fisbal
year 1984. The "Justification of Estimates for Fiscal Yeér

1984," which you already have, describes our request in détail.

During the past year GAO was able to sustain its efforts to
improve the efficiency of government operations and to provide

timely assistance to the Congress.

--Though the full imﬁact of GAO's activities on
improving Government progfams and oh Qpending
matters cannot be measured, the Governméﬁt realized -
$5.9 billion in collections and other measurable
savings last fiscal year by implementing GAO récém-
mendations, a return of about $24 for each dollar

appropriated to GAO in fiscal year 1982,

-~GAO made about 1,800 recommendations to the Congress
and Executive agencies during fiscal year 1982—-19‘
percent directly related to reducing costs and 45
percent to improving the operations of various pro}
grams. The remaining recommendations focused on
such areas as improving financial management and
congressional oversight. Even though the recommen?
dations were ma@e only last year, appropriate

officials have already implemented about 20 percent




of our recommendations; they are in the process of

implementing another 43 percent.,

-~GAO officials testified before the Congress 177

times last year and provided hundreds of informal

briefings to Members and staff.

We issued numerous reports to help the Congress address

critical national issues,

--GAO analyzed how the Defense Department planned to
spend its rapidiy increa§fn§ budget. ‘Thg Department
followed through on its pledge‘to emphasize
readiness and sustainability and to invest heavily
in force modernization. But, it-had only limited
success in eliminating marginal weapon systems and
could have spent fund increases more prudently in

operations and maintenance areas.

GAO reviewed 24 major weapon systems for the Con-

gress last year. For example, the Navy was planning
to buy out-of-date trainer aircraft for its AV-SB§

program. We suggested that a more modern trainerfbe

procured. The Navy agreed and estimates that it

will save about $400 million as a result.

--GAO has devoted considerable effort to evaluating

IRS' administration of the tax laws. Much of our
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work was acted on when the Congfess passed the Tax'.
Equity and Fiscal Responsibility Act of 1982.

The new law followed GAO's advice by eliminating
interest~free installment payments of income tax

by corporations. Treasury estimates that this

provision will yield $692 million in revenues

through 1987, The law changed the way interest is
calculated on unpaid taxes, increasing revenues
through 1987 by an estimated $291 million.

--Because of the unceftainty surrounding nuclear power
and its role in our Nation's energy future, GAO
assisted the Congress in evaluating the‘lével of and  _
need for Federal support of several major programs,
GAO's work in the nuclear plant construction area
has centered largely on two issues - the adequacy of
the demand forecasts which led to the overcommitment
to build nuclear power plants and the implications

of numerous plant cancellations and deferrals.

--GAO has undertaken a broad range of studies to
understand the scope of the "infrastructure" problem
and identify options for congressional and executﬂve
consideration. We reported on the operations of
wastewater treatment plants hoting that for half ﬁhe
plants we surveyed users were not being charged |

enough to cover operation and maintenance costs,

B T O A U i
TNl L e TR by - H




even though the Congress intended that the

municipalitiés raisg sufficient funds.

We appreciate the stability made possible by the amount of
funds appropriated to us this year. We need to maintain that
stability during the coming year to continue measured achieve-
ments of greater economy and efficiéncy in Federal operations.
Our fiscal year 1984 budget request of $269,625,000 will support
the same staff level provided to GAO in fiscal year 1983--5000

staff years.

PROGRAM EMPHASIS ' .

Last year I advised the Subcommittee of my commitment to
personally look at all new jobs started in GAO to assure iheir
relevance and appropriateness. We started about 1500 projects
last year. I questioned the need for some and saw to it ﬁhat
others were refocused. Overall, I and my immediate office

followed up in detail on about 10 percent of all GaO jobs:

started last year.

This close review of specific jobs, coupled with extensive

discussions with staff, further convinced me of the need ?o sus-

tain initiatives that I began last year--such as our defebse'
.
budget task force and our audit of block grant implementation.

But, perhaps even more importantly, my efforts last year helped

clarify the need for GAO to do more in two areas critical to the




efficient, effective operation of goverﬁmenti%gbp and financial
management., Two efforts we completed iast year illustrate why

these areas are so critical to effectively operating government

We provided the Congress with extensive, specific
information and recommendations on ways to more effectively use
defense expenditures, and we intend to continue to do that. One
of our most important general findings was that DOD does not
have systems that adequétely track how the money Congress appro-
priated to it is actually épent. DOD needs to develop a system
that will identify what is to be'athieved wiih increases to the
Defense budget, and over what period of time. Then the qépart-
ment should be able to report to Congress what has been Sccomp—
lished for major programs or specific appropriations relative to
established goals., Implementing such a system requires sound,

effective ADP and financial management components.

In response to congressional and taxpayer concern about the
size and growth of entitlement programs, we examined various
ways to control costs. We have recommended that the President
be given discretion to modify the amount of adjustment iédicated
by the consumer price index. We also reported that inad%quate
controls in Social Security's computer system have led t$ signi-
ficant amounts of erroneous payments. Hundreds of milli$ns of
dollars are improperly paid annually to beneficiaries ofiother
entitlement programs who either fail to report, or report only

part of their income and assets.
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The Government cannot expect to keep pace with program
changes and efficient and effective program maﬁagement if it
does not have good information on what is happening. And most
of that information is computerized. 1 asked our staff last
year to identify major ADP systems throughout government that
are critical to successful operation of major government pro-
grams. We identified over 100 such systems, about 50 of which

will either disburse or receive almost $500 billion of fiscal

year 1983 budget authority funds. It is critical to effective
government operations fsr the agencies to keep pace with
technological change and éo have well-run ADP systems.

The Federal investment in ADP equipment, software, and -
related services and staffing is enormous. During the next 5
years the executive branch plans to spend almost $22' billion to
upgrade ADP and communications systems. The magnitude of gov-
ernment expenditures for ADP and the vast amount of Federal
program funds dependent upon ADP systems for control mandate &
that GAO make a more substantial commitment to ADP reviews. We
need to assure that we have adequately qualified and trained

staff to do the work.

I have already taken certain actions to reassess how we are
organized to best audit ADP operations and expect to take m&re
steps during the coming year to better assure that we have the
right staff in the right place to do the needed ADP work. I will

be developing a long range plan for accomplishing our objectives




in the ADP area and will present to‘you in our fiscal year 1985

budget fequest the effect our plan will havg on the required

nd skill ﬁix of our s |
Financial management--including budgeting, accounting,

auditing and financial reporting--is another key to the Federal

Government's ability to do its work efficiently. Enactment of

the Federal Managers' Financial Integrity Act of 1982 will

'greatly facilitate improving financial management in the Govern-

ment. I am reassessiﬁg our accounting systems approval pro-
cess, as well as assessiné our capability to monitor the imple-
mentation of the Act. We will feview the répe;ts submitted by
agencies as required'by the Act and increasingly assess the -
effectiveness of ongoing agency financial management systems.
Financial management is integral to effective program manage-
ment; resources cannot be used effectively if good financial
systems do not exist for deciding how to allocate them,:monitor
them, and assess the results obtained. 1In this regard,’I am
pleased to note that after many years of effort by my |
predecessor and others, the Governmental Accounting Staﬁdards
Board is becoming a reality. It is important for us to%support
this effort. Attachment I to my statement suggests lanéuage
that could be included in our appropriation to provide %100,000

for such support.




ORGANIZATION CHANGES

My attention to ADP and financial management and othef
program initiatives I began last year reflect the commitﬁent I
made to look critically at our operations and resources éo
assure that the funding we seek is the minimum necessaryjto do
our work effectively. I have already made several organization

changes to improve our efficiency.

I consolidated the Energy and Minerals Division and the
Community and Economic ﬁevelopment Division into a newly estab-
lished Resources, Community and Economic Development Division.
This consolidation should help GAO do jobs better, quicker and

more economically by bringing together in one organization two

divisions with significant program interrelationships. It will®

promote GAO flexibility in allocating staff to pfiority work, I

intend to consolidate more divisions this year.

During FY 1982 I appointed three new Assistant Comptrollers

General.

--The Assistant Comptroller General for Planning and
Reporting will be responsible for setting the over-
all direction of GAO's work and assuring the quafity'
of its products. He will have special responsibfl-
ity for assuring that GAO effectively implements
recommendations designeé to reduce the time it takes
to complete its work.
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--The Assistant Comptroller Geﬂeralffor Operations |
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will have broad responsibility for overseein
day~-to-day technical and administrative management

of GAO and assure that the various GAO units are

{ A
organized
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responsibilities efficiently and effectively.

will be responsible for developing GAO's new personnel
system and guidigg its staff training and career
development operations, recognizing that the primary
strength of GAO is in the expertise and dedication of

its staff. o

I have taken action to address my concern that GAO

sometimes takes too long to carry out its work and communicate

the results. I have emphasized that our Washington staff be

more current with audit progress by traveling more to the sites

of our audits throughout the country. My Reports Task Force

made a number of wide-ranging recommendations relating to the

time it takes to do GAO's work and improve the ways we com- R

municate our results., I expect to implement many of its

recommendations.

Tied closely to the work of the Reports Task Force efforts
are our c¢ontinuing efforts to upgrade staff skills and stream-
line our personnel system. Our Personnel Systems Development

Task Force's initial efforts have been directed to streamlining




our current performance assessment and promotion processes.
Over the long term our goal is to design a personnel and
compensation system more befitting the professional naturevof
our staff. This effort is complex ahd will affect every GAO
employee., We are therefore moving deliberately, continually
seeking advice and reaction from our staff as we refine the

system's concepts and processes.

Another key to more timely, efficient jobs will be greater
use of state-of-the-art:office automation eguipment., In late FY
1982 we completed a contraﬁt to install automated work pro-
cessing stations throuéhout GAO fo‘replace oﬁr éxisting outdated
equipment. The new units have data processing-c;pabilities -
which our auditors are beginning to use in doing some audit
assignments. We are also looking at applications of micro.or
personal computers to help us do our analysis work more effec-
tively. Employing this modern technology in our daily activi-
ties will greatly facilitate our ability to keep pace with

increasing workload demands on a shorter turnaround basis.

Last year, I stated that to fulfill its mission effectively
GAO needed sufficient funds to permit organizational stability,
development and maintenance of a properly trained staff and

adequate support capability. I felt that then I could
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effectively begin the process of assuring that GAO continue its
excellent tradition of providing the Congress information about
how current programs are working and about how new programs will

work.

The resources provided to GAO in fiscal year 1983 will
enable me to continue that process. I again would like to thank
the Congress for its support. The resources will also assure
that we adequately covér all executive branch operations and
that we can respond quickiy and effectively to congressional
needs fof information about programs and ac&ivities in all areas
of government. The amount of money I have reéuésted for fiscal
year 1984, by providing for the same level of staff we now have,
will continue to pfovide the stability_essential for me to

complete my initial efforts to assure that GAO continues to be

responsive to the Congress.

This concludes my prepared statement; I will be pleased to

answer any gquestions.
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ATTACHMENT 1 . ATTACHMENT I

"Provided further that this appropriation shall be
available to finance a portion, not to exceed
$100,000, of the costs of the Governmental Accounting
Standards Board."

The Governmental Accounting Standards Board is sponééred by
the Financial Accounting Foundation, a private, non-profit
corporation with public and private sector membership. We
believe its desirable to support the board in its early start up

years.

The Governmental Accounting Standards '‘Board will promulgate
uniform accounting standards for State and local governments.
These standards will be very useful to the Federal Government in
general and particularly to the General Accounting Office
because they will provide more uniforé_and objective.reporting
of financial informatién by State and local governments. Such
information is needed by private investors to make more informed
investment decisions (e.g., the purchase of State bondsi, as

well as by Federal agencies to determine whether grant and

revenue sharing funds are being properly spent.

Uniform standards will aid in tracking the applica%ion of
block grant funds and will assist us in maintaining accbunting
standards for the Federal sector. The Board will be fihanced
predominantly by state governments and private sources.g The
General Accounting Office participated with the Committee that
organized the Board and it is important that the Federél
Government join with other sources to support the Board's

initial operations.
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MR. CHAIRMAN:

We are requesting $9,350,000 in supplemental funds”fbr
fiscal year 1983. This request is based on the cost to GAO
of paying $8,516,000 for the four percent civilian
cost-of-living adjustment that became effective on October
3, 1982, The balance of the request is to pay $834,000 for
the rise in executive and senior staff salaries beginning on
December 18, 1982 as authorized in P.L. 97-377, the Second

Continuing Appropriations Resolution of 1983.

Personnel costs in FY 1983 account for 77 per¢ent of
our budget, the same level as in FY 1982. I would ﬁike to
absorb part of this request, but we have examined plosely
our financial requirements for the balance of the? fiscal

year and find it impossible to free up funds at this time

without causing serious disruption to our operations.
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We will continue' to review our financial requirements
and will notify the committee should funds be identified to

offset some of our supplemental request.






