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Comptroller General Bowsher, seated
at the head of the table, frequently
meets with GAO staff to discuss on-
going assignments,



GAO In Action

General Accounting Office staff going
to Capitol Hill is a common occurrence
in Washington, D.C. GAO’s major
responsibility is to assist the Congress
by providing information for its Jegis-
lative activities and oversight of the
executive branch. Through reports,
testimony before congressional com-
mittees, legal opinions and comments
on proposed legislation, and informal
discussions with congressional staff, the
General Accounting Office contributes
independent, nonpartisan information
for congressional decisionmaking. This
information is complemented by the
efforts of other legislative branch agen-
cies working with GAO—specifically,
the Congressional Budget Office, the
Congressional Research Service, and
the Office of Technology Assessment.

‘The impact of GAO's actions extends
to other areas as well. Improved federal
gove~nment operations, more effective
federal policies and programs, and
financial benefits to the taxpayer have
ali been important effects of GAO’s
audits, evaluations, and other work. In
fiscal year 1983, the measurable bene-
fits of GAO's recommendations were
$4.5 billion.

In 1983 GAO updated and expanded
the approach to its work to better carry
out its mission and respond to a
changing environment. T'o stay abreast
of the effects of new technology, GAO
established the Information Manage-

ment and Technology Division, which
will specialize in evaluating puter
systems. And future work on defense
issues will be performed by the recently
created National Security and Inter-
national Affairs Division. Previously,
responsibility for GAO’s defense work
was dispersed among several divisions.
This new division merges that work, en-
hancing GAQ’s ability to assist the
Congress. GAO has completed the first
of a series of innovative, comprehen-
sive reviews of the management of
major federal departments. In another
new approach, GAO is assessing how
block grants have atfected levels of
public services.

To fulfill its responsibilities in fiscal
year 1983, with an appropriation of
$253 million, GAO issued 765 reports
to the Congress, its committees and
members, and federal agency officials;
testified 164 times before congressional
committees; provided legal opinions
end legislative interpretations 408
times; and assisted the Congress in
many other ways.

This work is done by GAO’s 5,000
enmployees. Half of these people work in
the Washington, D.C., area. The other
half are assigned to GAQ’s 15 regional
ofiices and one overseans office (Hono-
lulu} in the United States and foreign
offices in Frankfurt, West Germany,
and Panama City, Panama. .
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Defense

Increased Defense Spending
Is a National Concern

The U.S. defense budget has been
growing rapidly and is projected to con-
tinue doing so. It increased by 69
percent between fiscal years 1980 and
1983, going from $137 billion to $232
billion, and the Department of Defense
{DOD) projects that it will need $426
billion in fiscal year 1988. In 1983

the military was allocated 26 percent of
the total federal budget, and that per-
centage is expected to increase in
future years.

With such large increases in a rela-
tively short period of time, the
Congress and American taxpayers are
concerned about the Department’s abil-
ity to manage these huge sums effi-
ciently and effectively. They also aré
interested in finding ways to reduce

defense spending without adversely
affecting the nation’s militery capa-
bility.

Examining Defense Spending

Recognizing the concerns of the Con-
gress and the taxpayers, GAO contin-
ued to focus in 1983 on the Defonse
Department’s ability to manage its
expanding programs. GAO reported
that DOD generally used its additional
monoy to modernize the armed forces
and ensure combat readiness and sus-
tainability. And military pay was
increased to recruit and retain per-
sonnel with critical skills. A number of
problems, however, remain to he re-
solved. For example, DOD’s top man-
agement must do more to ensure that
(1) programs aro progressing as sched-
uled, (2) cost estimates are accurate,
and (3) funds are used as intended.



Monitoring U.S. Investment
in a Strong Defense

One area receiving much attention from
GAO has been the Defense Depart-
ment’s investment in modernizing and
expanding the armed forces. DOD’s
investment accounts climbed between
fiscal years 1980 and 1983 from $53
billion, or 39 percent of the defense
budget, to $110 billion, or 47 percent
of the budget.

A key element in mouernizing the na-
tion's strategic forces is the B-1B
homber program. GAO has continually
monitored and analyzed 8-1B cost
estimates for the Congress. In fiscal
year 1983, GAO reported that the cur-
rent $20.5 billion cost estimate for
acquiring 100 aircraft omitted about
$1.4 billion of known costs. In the past,
GAO has encountered deleys in ob-
taining B-1B cost inforraation from the

Air Force. If such delays occur in the
future, the Congress may not know all
tire costs before committing itself to
B-1B procurement.

Concerned about the Army’s Viper light
antitank weapon, the Congress di-
rected the Army to test and evaluate
the Viper and other comparable
weapons this past year, and it asked
GAO to oversee the Army’s activities.
Some $1.2 billion was to be spent to
acquire Viper weapons. In a 1981
report, GAO had found that estimated
production costs of the Viper had
increased substantially and that the
weapon's effectiveness was less than
anticipated. Original cost estimates of
the shoulder-fired, throwaway Viper
had risen from $78 each in 1975 to
$793 by 1981. In addition, GAO re-
ported that technical and safety prob-
lems encountered during the weapon’s
development, including accidental fir-
ings, had not been resolved, and
foreign-made light antitank weapons
had not been seriously examined. The
congressionally required 1983 test
was performed with GAO's presence
throughout. Based on the test resulis,
the Army decided to terminate con-
tracts for the Viper’s production until a
Swedish-made weapon—judged best
overall—could be tested further.

GAO also reviewed the Air Force's
planned investment in a weapon that
would be used against tanks and other
armored vehicles. GAO found that

one of the munitions to be purchased
for this weapon will not provide the
Air Force with the capability it needs
and is little, if any, better than mu-
nitions in existing inventories. GAO
recommended cancelling the acquisition
of this munition, which had a projected
total cost of $1.8 billion; $54.4 million
of that amount was requested in the
fiscal year 1983 budget. The Air Force
agreed to terminate the program, rec-
ognizing that other means were avail-
able to accomplish its mission,

Reviewing DOD’s Tests and
Evaluations of Weapon Svystems

Short of armed conflict, testing and
evaluation are the most effective ways
to acsess the capability of weapon
systems and military operations. In one
report, GAO found the Defense De-

partment has been unable to test many
weapon systems in a representative
combat environment, because the
development of electrovic warfare
threat siinulators and aerial targets has
not kept pace with that of the poteniial
enemy’s deployed weapons. GAO con-
cluded that these shortcomings were
caused, among other reasons, by DOD’s
organizational structure for testing

and by its poor planning—resources
needed to do the testing were not
identified. The Department of Defense
recognized the problems and called for
steps to increase the realism of test-
ing. And the Congress recently passed
legislation to reorganize some of DOD’s
testing offices and establish a Director
of Operational Test and Evaluation.

Ewmphasizing Procurement
Issues in Future Work

As increasing publicity is given to poor
workmanship, large cost overruns, price
growth, and seemingly excessive pricing
in connection with defense contracts,
the American taxpayers need reassur-
ance that their tax dollars are being
spent wisely. With this in mind, GAO is
reviewing such matters as (1) the role
and effectiveness of the Defense : lon-
tract Audit Agency in the procurement
process, (2) the ways contractors al-
locate costs to defense contracts, and
(3) the reasons for and the reason-
ableness of substantial increases in the
prices of various spare parts. In
addition, GAO is closely monitoring the
Defense Department’s study of contract
pricing, financing, and profit policy.

U.S. Defense Budget
Billions of Dollars
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Chemical Warfare

Congress Faced with
Decision To Again Produce
Chemical Weapons

Chemical warfare, said Senator John
Tower on the Senate floor on July 13,
1983, was one of the three most
important issues in the fiscal year 1984
Defense Department authorization bill.
‘The two others were the B-1B bomber
and MX missile. Why was chemical
warfare so mportant among the great
number of competing issues? The
answer begins with DOD’s plans to
modernize U.S. defensive and retalia-

tory chemical warfare capabilities.

Emotions run high in this area. The
moral revulsion to chemical warfare
after World War I led to a prohibition
among nations worldwide on the use of
asphyxiating and poisonous gases in
war. Their production or stockpiling,
however, was not barned. The United
States has not produced lathal nerve
gases since 1969, although it has
continued to stockpile them, (Earlier
this year GAO found that in the United
States these munitions are safely
stored.) This past year DOD asked

VAR




the Congress to end the moratorium on
production, stating that the seeurity of
the United States and its European
allies will be endangered if the Con-
gress does not authorize money for
production. The Congress also heard
an opposing view, that the moderniza-
tion plans will result in the taxpayers’
dollars being spent unnecessarily—
even harmfully.
Providing Comprehensive
tion on Ch { Weapons

Infor

Looking for an objective analysis of the
sensitive and controversial chemical
warfare issue, the Congress asked GAO
to investigate four major topics in the
modernization debate: the different
ways of deterring chemical warfare, the
comparability of the United States

and the Soviet Union in chemical war-
fare capability, the modernization alter-
natives for the United Statss, and the
likely effects of thoss alternatives

on disarmament prospects. Because of
the sweeping nature of the questions,
GAO responded by performing an “in-
formation synthesis.”

Unlike an audit or a literature review,
this approaeh allowed GAQ to (1) de-
scribe the pature and extent of puh-
lished sources on each topic, (2) focus
on ones that would be the most likely
to contain either originat data or
arguments about chemical warfare, and
(3) assess the level of confidence that
can reliably be placed in them. The
approach included interviews with
experts, both inside and outside DOD,
who represented various positions on
chemical warfare modernization. Some
of them helped GAO ensure that alt
major information sources, including
intolligence data, had been accounted
for. The resulting report spelled out
what is known today about the chem-
ical warfare issue. It identified the
information thal has been adequately
substantiated and also pointed out gaps
and inadequacies in that information.

GAO found that most arguments
about chemical warfare are based on
belief rather than empirical evidence.
Generally, the U.S. chemical weapon
syslem is not seen as a credible deter-
rent to war. Although there is agree-
ment that U.S. protective capability
needs improving, it is less clear what
and how much retsliatory chemical
capability is needed.

GAO found reason to voice particular
concern about DOD’s plan to augment
the existing stockpile of unitary weap-
ons with the new "binary” weapons.

A binary weapon keeps two nonlethal
chemicals separate until they are mixed
in an artillery shell or a bomb,
producing a lethal gas. GAO found
assertions that the binery weapons have
specific technical and operational ad-
vantages are nol supported by empiri-
cal evidence and must he recognized as
possihly inaccurate.

GAO also found that little is known, for
example, about:

o Whether binary weapons offer sig-
nificant advantages over unitary ones
on a wide range of operational and
technical factors, such as mixing and
arming the binary weapons in the

hent of battle and the toxicity of the
weapons (open air tosting has heen
banned since 1969).

o What specific doctrine should he
developed to ensure that everyone

on the battlefield, from commander

to foot soldier, knows precisely

what procedures to follow—as well

as when, how, and why to follow
them—in defending againsi or waging
chemical warfare.

o What steps are being taken to pro-
tect civilian populations in the event of
a chemical war.

The Defense Department was critical
of GAO's report, but many in the Con-
gress gave it high marks. The House
of Representatives and Senate debntes
on the deletion of DOD’s $114.6-million
request to produce binary weapons
centered on GAO's findings, partly he-
cause they were cited extensively by
proponents and opponents alike. The
House twice rejected production of
new chemical wespons this past year,
while the Senata twice approved it with
the vice president, as presiding officer,
breaking tie votes. These were the
only {wo tie-breaking votes cast by a
vice president in the past 6 years.

In conference, the House and Senate
agreed to fund research and Jevelop-
ment and maintain existing stockpiles,
but rejected production of any new
chemical weapons.



International Security
Assistance

U.S. Arms Sales and Military
Support Are Increasing

International security assistance—a
highly visible and politically sensitive
government program-—is considered
by the administration and members of
Congress as a vital instrument of

U.S. national security and foreign poliey.

‘The proposed fiscal year 1984 pro-
gram of foreign military sales (FMS)
credits, military aid ac grants, training,
security-related economic support,
and peacekeeping operations totaled
$9.2 billion—more than double the fis-
cal year 1980 program. Israel and
Egypt each receive over $2 billion of
that amount. In addition, the U.S.

government makes cash sales of mili-
tary equipment to foreign customers,
These sales have averaged about $8.7
billion annually for the last 6 years,
with Saudi Arabia purchasing about 40
percent of this amount.

Given the program’s political sensitivity
and financial importance, the Con-
gress has looked to GAO for in-depth,
nonpartisan assessments of assistance
to individual countries and of foreign
military sales in general. GAO has
focused on (1) how well U.S.-supported
activities have been planned, imple-
mented, and controlled, (2) to what
extent the assistance has improved

the ability of U.S. allies to defend



themselves, and {(3) what financial
implications the aid has had for the
recipient countries and the United
States.

Reporting on Security Assistance
to Israel and Egypt

GAO reviewed security assistance

and related programs for Israel and
Egypt because of the large amounts

of uid involved and because any such
assistance would naturally interact
with military assistance and arms sales
to other countries in the volatile Mid-
dle East region. From Israel’s creation
in 1948 through fiscal year 1983, U.S.
assistance to Israel has totaled over 325
billion, with significantly increasing

aid levels since 1973. After 2 decades
of cool relations, Egypt and the United
States entered the 1980’s with a new
and expanded defense relationship.
Today, Egypt is the second largest
recipient of U.S. military aid.

GAO found that Israel and Egypt have
received liberal financing terms for
some U.S. aid. GAO took no position
on the amount or terms of assistance
but expressed certain concerns. For
example:

e Israel and Egypt purchased equip-
ment under the so-called “cash flow”
financing method, allowing them to buy
more than their approved loan guar-
antees would allow. A problem with
this method is that it implies a commit-
ment for the Congress to approve

large aid packages in the future to
ensure th. .igned contracts are
honored.

e Israel and Egypt have had substan-
tial amounts of FMS debt written off
by the U.S. government. Israel has been
forgiven $750 million of its 1.7 billion
in FMS loans for fiscal year 1983. Of

its $1.3 hillion in FMS loans for the
same year, Egypt was forgiven $425
million. Such actions set precedents for
aid to other countries.

GAO also looked to the fitture, Even
though large amounts of FMS loans

to Israel and Egypt have been forgiven,
much is still owed, and new pur-
chases will increase their debt to the
United States even further.

Looking at the Use of Loans
To Suppaort Foreign Military Sales

In the past, the United States has
financed foreign military sales by mak-
ing grants and low-interest loans, which
were included in the federal budget
and required congressional appropria-
tions. In recent years, however, the
financing has shifted to high-interest
guaranteed loans, which are not in

the budget and which do not require
congressional appropriations.

Since 1975 the guaraniced loan program
has financed more than $20 billion

of military sales to some recipient coun-

tries with severe economic problems.
Turkey and Sudan are already experi-
encing extreme difficulties in making
required interest payments and have
been granted relief through debt re-
scheduling.

GAO rocommended that FMS loans
be tailored to the country’s ability to
repay and be subject to congressional
appropriations. Also, funds placed in
reserve for FMS loans should be
increased to provide better protection
against defaults and other possible
liabilities.

Emphasizing the Middle Eaat

in Future Work

In recent years, GAO has focused its
security assistance work on the Middle
Fast region. This continues with re-
views of Jordan and Saudi Arabia that
are currently underway. GAQ is
reviewing the management and imple-
mentation of overall security assis-
tance to Jordan, a nation considered
critical to achieving lasting peace in the
Middle East. GAO is also examin-

ing the status of Saudi Arabia’s pay-
ments for it purchase of more than
$40 billion of U.S. military equipment,
training, and military services.

International Security
Asgistance Program
Biltions of Dollars
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Potential
Energy Shortages

Nation May Be Unprepared
for Oil Supply Disruptions

The energy crises of the 1970's deliv-
ered a sohering message to the United
States about its vulnerability to for-
eign oil supply disruptions. Twice, the
nation was caught unprepared and paid
the price. The relatively small 1379
Iranian oil supply cutoff, for instance,
increased crude oil vrices froma $13 to
$32 a barrel between September 1978
and September 1980 and added

about 2 percentage points to inflation
in 1979 alone. Despite improvements in
the world oil supply, a recent GAO
analysis concluded that lerge disrup-
tions could again double or even triple
oil prices, creating profound effects

on inflation, economic growth, and
employment.

Reporting on the
Strategic Pelroleum Reserve

The cornerstone of the administra-
tion's energy emergency prepsaredness
program is the Strategic Petroleum
Reserve. In 1976 the Congress author-
ized the Reserve to store large quan-
tities of oil for emergency use, By the
end of fiscal year 1983, more than

312 billion had been spent to store
over 360 million barrels of oil.

Because of the Reserve's large cost and
importance, GAO gave it consider-

able attention during 1983. At the
Congress’ request, GAO provided
quarterly reports on the administra-
tion’s progress in developing the
Reserve and its compliance with
applicable laws. GAO also testified at
congressional hearings on Reserve




activities, the implications of various
rates of filling the Reserve, and
operational prob} being

available for the Reserve would not he
spent in fiscal year 1983, primarily
b of reduced fill rates and lower

tered at the Reserve sites. These
efforts have helped the Congress keep
aware of issues and problems per-
taining to the Reserve.

‘The administration and the Congress
have generally agreed that the Re-
serve be fil'ad to a 750-million-barrel
level, enough oil to last over 5 months
at 1983 import levels. How quickly—or
how slowly—it will be filled, however,
has been the subject of much debate.
In 1982 the Congress established mini-
mum fill rate tevels for the Reserve,
but the administration wants to fill the
Reserve at slower rates. In this regard,
GAO issued a report to the Congress
indicating that about $800 million

than expected oil prices. In addition,
GAO analyzed the cost and time
implications of nine alternative fill
rates.

Evaluating Energy Emergency
Response Plans

As required by the Congress, the De-
partment of Energy submitted reports
on the administration’s plans for han-
dling energy emergencies. GAQ's analy-
ses of the plans revealod where pro-
cedures were dangerously incomplete
and which major problems must be
resolved before the Strategic Petroleum
Reserve and the Executive Manpower
Reserve are used.

GAOQ also reported on the President’s
authority for coping with oil emer-
gencies, pointing out that it was derived
from a patchwork quilt of statutes and
that it had certain gaps. These gaps
include the lack of federal authority to
preempl various state and local laws
and the lack of presidential authority to
activate the Executive Manpower Re-
serve in some energy emergencies.
GAOQ's findings led to congressional
hearings, meetings between congres-
sional leaders and senior administra-
tion officers, and proposed legislalion
directed at improving the nation’s
ability to respond to an oil supply
disruption.

Questioning U.S. Ability
To Meet International
Energy Commitments

This past year GAO also closely
followed U.S. participation in Inter-
national Energy Agency (IEA) activ-
ities. GAO testified on IEA’s simulated
emergoncy oil allocation test, providing
insights into the difficulties the United
States might face in relying exclusively
on market forces in the evont Persian
Gulf oil was partially blocked. For
example, the simulation indicated that
(1) the economic consequence of a cut-
off would still be substantial, (2) major
U.S. oil companies might not volun-
tarily participate in the [EA emergency
system without some assurance of
being treated fairly, and (3) the U.S.
government might have difficulty in
deciding when and how to use the

Strategic Petroleum Reserve in an
international ercergency.

Earlier, GAO reported that the United
States and other IEA member countries
have nnt been able to agree on whether
fluctuating spot market prices or the
more stable contract prices should be
used when oil is alloeated under the
IEA system. GAO concluded that these
pricing policy differences should be
resolved to minimize the problems that
might occur if the IEA system for
handling oil shortages ever has to be
used.

Providing Information
for Congressional Decision
on Breeder Reactor

The federal government began the
controversial Clinch River Breeder
Reactor project to demonstrate a
technology which, if fully developed,
promised to provide an almost un-
limited supply of energy and minimize
the nation’s vulnerability to foreign
supply cutoffs. Over the past decade,
congressional committees and members
have relied extensively on GAO for
information in overseeing the project’s
progress, technology, and funding.
Within the past fiscal year, for instance,
GAOQ jssued three reports and testified
three times on the projeet's cost and
the administration’s plans to increasg
private sector financial involvement. In
a recent action, the Congress decide,

to terminate federal funding of the
Clinch River project.

- A

Strategic Peiroleum Reserve
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Health

Cost Is Today's
Number One Issue

By nearly every measure, the bill for
the nation’s health care is very high and
increasing rapidly. In 1982 health care
expendilures exceeded 10 percent of

the gross national product for the first
time, up from 6 percent in 1965. The
cost of a hospital room increased 15.7
percent in 1982, although tho overall
cost of living increased only 6.1
percent. And between 1977 and 1982,
U.S. companies nearly doubled their
annual payments for employee health
insurance premiums. From a federal
perspective, the Medicare hospital trust
fund may be exhausted as early as
1990, and some estimate a projected
shortfall of $200-$300 billion by 1995.

Reviewing Health Care
Cost Issues

Recognizing that controlling health care
costs is an enormous task with no
single solution, GAO has been involved
in many cost-related issues. Since 1980,
numerous reports have addressed a
wide range of topics, including high
prescription drug costs, unnecessary
expenditures for home health services,
the high cost of hospital supplies, and
excessive cosis for kidney dialysis and
medical equipment.

How much of health eare costs are for
services that are not medically necos-
sary? GAO's work in fiscal year 1983
found that some of them are not. GAO
reviewed the $30 billion a year that
Medicare and Medicaid paid for hos-
pitat ancillary services (such as X -rays
and lab tests). GAO found that
essentially no one was reviewing the
medical necessily of these servizes and
that about 6 percent of the Medicare
charges for ancillary services reviewed
in a sample of hospitals were unneces-
sary. GAO recommended that medical
audits he done so that only necessary
ancillary services are paid for.

In another report, GAO assessed the
adequacy of review mechanisms de-
signed to detect unnecessary physician
services charged to Medicare and
Medicaid. GAOQ reported that, although



such reviews were highly cost beneficial
under Medicare ($7 saved for each $1
spent for those insurance carriers we
reviewed), the degree to which they
were performed varied greatly through-
out the nation. And in Medicaid, physi-
cian services were getling little or no
review. GAO made a number of rec-
ommendations on these matters and,
in congressional testimony, i
the benefits of reviewing the necessity
of physician services and the short-
sightedness of proposed administration

GAQ's report found that state actions
to control spending are occurring
without an adequate understanding of
either (1) their impact on the efficiency
and gquality of care or (2) their effect on
access for those most in need of
nursing horze care. At the same time
that states are trying to limit their
nursing homa bed supply to control
Medicaid spending, GAO found that
elderly nursing home residents are
becoming increasingly disabled and
dependent. These trends, combined

budget cuts in this area. Ultimately, the
Congress authorized an additional $45
million for audits of health providers’
costs and reviews of medical necessity.

Poor planning also contributes to
increased health care costs. GAO
reported that the Veterans Admini-
stration’s (VA's) method for deeiding
how many nursing home beds it neceded
was flawed; among other things, VA did
not consider the availability of private

with a rapidly growing elderly popula-
tion, could lead to serious problems in
providing future nursing home care to
the nation’s elderly population,

Emphasizing Cost Control
in Future Work

As in the past, GAO will continue to
emphasize cost contro! in terms of the
federal health dollar. Ongoing work
inchides examining the many types of
Medicaid reimbur t systems for

beds in the community. In one i )
instead of huilding a proposed $5.3-
million, 60-bed nursing home, GAO
found that VA could contract for 100
beds anywhere in the United States for
the almost $2 million it would cost each
year to operate the faeility. The
Congress deleted the proposed project
from VA’'s 1984 appropriations in favor
of contracting out for the veterans’
care.

‘This past year, GAO assessed the need
for and supply of nursing home care for
elderly people and the resulting effects
on Medicaid expenditures. Nursing
home care represents the largest single
component of most states’ Medicaid
budgets, and many states have been
trying to stem the rapid growth in this
area. This growth is being slowed in
nearly every state despite the wide
variations in nursing home services that
exist across the states.

nursing homes with a view toward
identifying their strengths and weak-
nesses. This analysis could be used to
design a new, more efficient system for
reimbursement. GAQ intends to look at
Medicare’s new prospective payment
system for hospitals. The new system—
which became effective in October
1983 —is a major attempt to control
rising hospital costs and represents the
most dramatic change in Medicare
payment policy since the program was
established in 1966.

Looking beyond the federat dollar,
private health insurers assert that cost
control iniliatives in Medicare and
Medicaid only shift costs to other
payors with little or no resulting impact
on thoe total cost of health care. With
this in mind, GAOQ is currently studying
ways to contain total health care
expenditures.

Increases in Costs—1982

Percent
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Cos!s
12 -
Overall

Cost of Living



Nine-Digit ZIP Code

Postal Service Tries
To Increase Productivily
with New *“ZIP+4” Equipment

A major goal of the U.S. Po:tal Service
is to increaso the productivity of its
670,000-person work force. In 1982
salaries and benefits of this work force
constituted sbont 84 percent of the
Service's $23-billion operating budget.

Productivity increases through mecha-
nization—primarily letter sorting ma-
chines—have been significent during
the past decade. The Service has now
embarked on a new automation effort
to increase productivity. It is intro-
ducing new equipment that can
optically locate and read ZIP Codes
and sort the mail. To acquire the new
equipment, the Service will spend
about $800 million through 1987.

To maximize the benefits of the new
automation, the Service expanded its
five-digit ZIP Code to nine digits. The
nine-digit ZIP Code, called “ZIP + 4,”
consists of the original five digits plus a
hyphen and four now digits, as in the
following example:

office, bar code sorters subsequently
“read’” the bar code on each piece of
mail and sort the mail direetly down to
the carrier route level,

GAO has projected that this automa-
tion, when used with ZIP + 4, can
potentially save as much as $6.8 billion
(net) over the first 16 years of the
program by eliminating an estimated
total of 15,800 work years. Work years
will be reduced because much first-
class letter mail will be sorted down to
carrier routes by automation and, thus,
fewer mail sorting clerks will be
needed. And since mail can be sorted
with fewer errors than before, another
expected benefit is less mail sent to the
wrong destination post office and
carrier route,

Efforts to promote ZIP + 4 are being
targeted primarily to large-volume
business mailers, whose use of the new
code will be essential for the Service to
achieve significant savings. Although
use of the nine-digit code is voluntary,
the Service is offering mailers a postage
rate reduction for volume first-class
mail bearing the ZIP + 4 Code. The

In the new automated system, an
optical character reader “reads” the
cily, state, and ZIP Code (as in the

example above). At the destination post

Service believes lower costs will be an
adequate incentive for many large-
volume mailers to convert their mailing
address lists to the nine-digit code.
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Eye ZIP + 4 has heen a controversml and

E 'nutoms'lon ‘and ZIP-+ 4, provlded the 4
atvice could (1) demonstrate thet the -

" often emotional issue. After the Service
‘originally announced its plans, the
ublic expressed concern about having
- more numbera imposed on them, and
mailors were concerned about the .

" "costs of converting their address filea to.

ZlP_jO- 4, In 1981 the Congress .

S

--Service's plans to implement. 2P+ 4

“and asked GAO to review the proposed
program and lts pm.entlal eft'ecla on °

: mailers

“‘equipment.’It-put a hold on the -

In anuary 1983, GAO repnrlod to the
Qonm_-ess that although ZIP.+ 4 was . .
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Debt Collection

Debt Collection Is a
Government-wide Problem

Fiscal year 1983 marked significant
accomplishments in the debt collection
area. The Congress enacted the Debt
Collection Act of 1982 in October, and
in December the Office of Management
and Budget (OMB]} reported that an
additional $2 billion had been collected
through aggressive debt collection
efforts. Further, based on a review of
actions hy six federal agencies, GAQ
reported in April 1983 how the
increased focus on debt collection 1:d
significantly strengthened collection
practices. Although these are great

e YY)

| DEBT COLLECTION TARGETS FOP
FIVE AGENEIES TOWARD COLLECTION OF
N 2150 1. OWED THE FIVERAL GOVEENMENT

FISCAL VEA
1962”195 gfi
| {MILLION
A6RICITIRE 250 ¥250 4140
Eveanon 225 226 226 F
:auwuumu SERVICES 155 2 200
up 7% 125 150
VETERMIS ACMINISTATION
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strides, conlinuing congressional, GAQ,
and OMB involvement is imperative to
ensure that efforts underway and
planned are successfully completed.

Urging Action To Reduce
Delinquent Debts

Debts owed the government are enor-
mous and growing each yeir. Federal
agencies reported that, at the heginning
of fiscal year 1983, U.S. citizens and
organizations owed approximately $200
hillion, with about $38 billion de-
linquent. This delinquent amount in-
creased some 58 percent in just 3
years. Delinquencies other than unpaid



taxes amounted to more than $14
billion in 1983.

GAO has long called for strengthened
government deht collection. In October
1978, GAO reported that the gov-
ernment was not doing an effective job
of accounting for and collecting debts;
the federal agencies were not promptly
and aggressively making collections,
and their accounting and reporting of
amounts due was inaccurate. In a 1979
report, GAO noted that the govern-
mant’s collection methods wore slow,
expensive, and ineffective when com-
pared with commaercial practices and
recommended that financial reporting

be improved and ecrtain private sector
collection practices be adopted. In a
March 1981 report, GAO estimated
that billions of dellars coutd be
collected if much stronger policies, pro-
cedures, and systems were put in place
and carried oul aggressively.

In concert with GAQ’s earlier recom-
mendations, the Office of Management
and Budget initiated its 1979 Deht
Collection Project, which instituted
systems in federal agencies to belter
record and classify amounts due the
government. And in April 1981 the
administration introducad comprehen-
sive debt collection legislation. Its
passage would equip federal agencies
with many of the collection tools avail-
ahle in the private sector—such as the
use of private collection firms. GAQ
testified in support of this legislation,
which the Congress passed as the Debt
Collection Act of 1982 and the Presi-
dent signed on October 25, 1982.

Reportmg t Impr [/
in Debt Collechon Procedures

‘This past year, GAO reviewed the
administration’s efforts to strengthen
debt collection and found that OMB,
through a well-structured program,
effectively maintained oversight of the
administration’s initiative.

As a result of OMB'’s emphasis on
strengthening debt collection, five of
the six federal agencies GAQ reviewed
increased total collections in at least
some of their programs. In general, the
six agencies tackled such longstanding
debt collection problems as loan super-
vision and servicing, effective use of
personnel resources, training of field

personnel, and proper control and
reporting of financial information. GAQO
concluded that the prospects for
further improvements in debt collection
look good for fiseal years 1983-1985,

‘The administration plans to continue
its emphasis on debt collection, and its
efforts should be enhanced by imple-
mentation of the Debt Collection Act of
1982. A great deal, however, remains to
be done to reduce the delinquent debt
owed the governnient. On one front,
GAO testified in September 1983 in
support of reducing federal lax refunds
due to debtors by the amount of thair
delinquent debts. Also, new automated
accounting systems need to be de-
signed and implemented. And, of
course, OMB’s continued oversight is
imperative to ensure that federal
agencies give debt collection sustained,
high priority attention.

17
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Legal Decisions on
Federal Spending

Comptroller Genagral Advises
and Decides on the Use of
Federal Funds

‘The activities of the federal government
are carried out under numerous legal
authorities, directives, and restrictions
governing the expenditure of public
funds. However, the legislative and
executive hranches often differ over
how statutes and regulations should be
interproted, and frequently federal
administrators are uncertain about the
limits of their authority. Further,
members of the public may be ag-
grieved by spending decisions that
federal agencies make.

The Comptroller General, through his
Office of the General Counsel, assists
in resolving issues related to the
propriety of public expenditures,
whether such issues arise out of con-
gressional, executive branch, or citizen
requests, or whether they are un-
covered in the course of GAO audits
and evaluations. Comptroller General
decisions serve not only to resolve
troublesome issues directly but also to
establish greater uniformity in the
administration of government overall.

Defining the Navy's
Authority in Ship Leasing

In 1983 the Department of the Navy
asked GAQ to decide the limits of its
authority in a major ship leasing
arrangement,

The Navy wished to acquire extensive
cargo shipping capability—but the
nearly $1 billion necessary to buy the
ships was not in its appropriations. As
an alternative to buying, the service
sought to lease the ships; however, the
commitments required under such an
arrangement called the Navy’s authority
into question. The Navy was convinced
that its authority extended to such an
arrang t, but recognizing the con-
siderable, and legitimate, cause for
concern with the planned approach, the
service sought a Comptroller General
decision on the matter.

GAOQ's opinion cleared the way for the
Navy's plan to proceed. By submitting
the issue for a Comptroller General
decision, the Navy was sble to obtain a
definition of its authority, while at the
same time troublesome aspects of the
program were placed under study for
the purpose of determining, legislatively
or administratively, the course that
similar procurements should take in the
future.

Settling Disputes over
Federal Pay and Benefits

GAO is frequently called on to decide
claims for pay and benefits due federal
employees or their survivors, Some-
times the law in its literal terms is
harsh. In 1983 GAO reevaluated a long-
standing position on military survivor
henefits for children who are physically
or mentally incapahle of supporting
themselves. Thig position was unin-
tentionally discouraging these children
from working. If these children ob-
tained jobs—even at minimal pay in a
sheltered workshop —they would be
considered self-supporting and forced
off tho benefit rolls upon reaching 21
years of ago. GAO reversed the
previous position, thereby permitting
beneficiaries to collect their pensions as
long as they remained incapable of
earning enough to suppor! themselves
in a reasonable manner.

Deciding on Government
Procurement Protests

Government procurement regulations
and procedures are founded on the
concept of obtaining the widest com-
petition feasible and are designed
essentially to assure that needed goods
and services are acquired at reasonable
prices. Those seeking to contract with
the government often conclude that
they have been denied contracts which,
under the rules, should rightfully have
been theirs. In such cases, the ag-
grieved party may ask the Comptroller
General to decide whether the pro-
euring agency’s choice had heen prej-
udiced.



In considering some 2,500 cases of this
kind—called *‘bid protesis”—filed
annually, the Comptroller General
renders decisions that provide detailed
guidance on how the law and regula-

tions on federal procurement should he
applied. Specific forms of relief are
provided in cases of agency error, and
in a significant number of instances,
GAQ provides advisory opinions at the

request of federal judges who are
considering similar complaints before
their courts.
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United States
General Accounting
Office Locations

Headquarlers Office

441 G Street, NW

Washington, DC 20548

GAO Office of Public Information

(202) 275-2812

GAO Fraud Hotline (202) 633-6987
Toll Free 800-424-5454

Regional Offices

New York

26 Federal Plaza, Room 4112
New York, NY 10278

(212) 264-0730

Norfolk

5705 Thurston Avenue
Virginia Beach, VA 23455
(804) 441-6621

Philadelnhis
P

Atlanta

101 Marietta Tower, 20th Floor
Atlanta, GA 30323

{404) 221-4616

Bostan

100 Summer Street, Suite 1907
Boston, MA 02110

(617) 223-6536

Chicago

10 West Jackson Blvd., 5th Floor
Chicago, I1. 60604

(312) 353-0514

Cincinnati

8112 Federal Office Building
5th & Main Streets
Cincinnati, OH 45202

(513) 684-2105

Dallas

1114 Commerece Street, Suite 607
Dallas, TX 75242

{214) 767-2020

Denver

2420 W. 26th Avenue, Suite 300-D
Denver, CO 80211

(303) 837-4621

Detroit

Patrick V. McNamara Federal Building
Room 865

477 Michigan Avenue

Detroit, MI 48226

{313) 226-6044

Kanasas City

Gateway II Building, Room 717
4th & State

Kansas City, KS 66101

(913) 236-3729

Loa Angeles

Los Angeles World Trade Center
Suite 1010

350 South Figueroa Street

Los Angeles, CA 90071

(213) 688-3813

434 \Vah;ut Sireet, 11th Floor
Philadelphia, PA 19106
(2156} 597-4330

San Francisco

State Fund Building, Suite 900
1275 Market Street

San Francisco, CA 94103
(415) 556-6200

Seattle

Federal Building, Room 1992
915 Second Avenue

Seattle, WA 98174

(206) 442-6356

Washingion

441 G Street, NW, Room 5077
Washington, DC 20548

(202) 275-8904

QOverseas/Foreign Offices

Frankfurt

cfo American Consulate General
APO New York 09213

Phone: Frankfurt 74-00-71 ext. 326

Honolulu

PO Box 50187
Honolulu, HI 96850
(808) 546-8373

Panama City

c/o American Embassy

Box

APO Miami 34002

Phone: Panama City 27-23-77
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Addreas Further Inqujries To:
U.S. Géneéral Accounting Office
441G Street; N.W. . !
Washingtop, DC 20548.
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Comptrollers General
of the United States

Deputy Comptrollers
General of the
United States

The Comptrollers and Deputy Comp-
trollers Generall nre appointed to
their 15-year terms hy the President.
In determining whom to nominate,
the President considers selecting ono
of at least three nominees pro-

vided by a Commission of the House
and Senate leaders. The Comptroller
General also serves on the Com-
mission which develops a list of
nominees for the Deputy Comptroller
General position. The Senate must
confirm both appointments.

Y Priur to cnactinent of Pablic Lane 92-51

tapproved July 9, I1974), This appointment was entitfed

Assistant Campteotier Geavral.

John R. McCarl
July 1, 1921 -~ June 30, 1936

Fred H. Brown

April 11, 1939 - June 19, 1940
Lindsay C. Warren

November 1, 1940 — April 30, 1954
Joseph Campbell

December 14, 1954 — July 31, 1965
LCimer B. Staats

March 4, 1966 - March 3, 1981

Charles A. Bowsher
QOctoher 1, 1981 —

Lurtin R. Ginn
duly 1, 1921 - November 11, 1930

Richard N. Elliott

March », 1931 - April 30, 1943
Frank L. Yates

May 1, 1943 — June 29, 1953

Frank H. Weitzel
October 12, 1953 — January 17, 1969

Robert F. Keller
October 3, 1969 — February 29, 1980
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Summary of Activities

Fiscal year 1983 was one in which the
General Accounting Office continued to
improve its systems for getting the
results of its work to the Congress and
the public at the most useful point in
the decisionmaking process and in the
most appropriate format. Organiza-
tional reali ts saw lidation of
defense work in a single division,
establishment of an information re-
source management division, and crea-

Fiscal year 1983 also saw the release of
a GAO study which examined 12
management improvement projects
operated under the acgis of the Office
of Management and Budget. In con-
sidering the initiatives, which were
underway from 1970 to 1980, this staff
study presents observations which can
be used to better sustain future
management improvement initiatives. It
also sets forth a series of “not mutually
lusive” Is to create a more

tion of a separate office to enhance the
quality of GAO's work.

Complementing these structural
changes was the introduction of design,
methodology, and technical assistance
groaps in GAO’s major divisions. These
interdisciplinary advisory teams will
assist the agency's auditors and eval-
uators in selecling the most appropriate
approach for achieving the objectives of
an assignment at reasonable cost. In
addition, GAO has enhanced the train-
ing programs for its staff, especially in
the ADP area.

GAO has also begun to examine not
only federal programs themselves, but
also the way departments and agencies
are managing their overall operations.
In establishing separate units for
management reviews in each of GAO's
program divisions, the Comptroller
General intends to bring together
GAOQ’s work on agencies’ programs, in-
ternal controls, and ADP resource use.
This will enable GAO to provide better
information to the Congress and the
executive agencies on the adequacy of
overall management efforts. Ultimately,
well-managed agencies foster fuller
achievement of the results the Congress
intended in establishing Lhe programs.

A major focus of GAQ’s fiscal year
1983 work was implementing its role
under the Federal Managers’ Financial
Integrity Act. In June 1983, the Comp-
troller General issued the first internal
control standards for executive de-
partments and agencies, as mandated
by the act. Work is underway to
evaluate the executive branch agencies’
own efforts to appraise their internal
control systems and develop ways to
bring these management systems into
compliance with the GAO standards.

¢ prof
conducive environment for improving
government management.

All of these actions are designed to
fulfill GAQ's major functions, which are
to

e assist the Congress in its legislative
and oversight responsibilities,

¢ audit and evaluate programs, acti-
vities, and financial operations of
federal departments and agencies,

e prescribe standards for financial
control and related functions with re-
spect to most federal government pro-
grams and operations, and

e provide legal services and perform
accounting and claims settlement work.

‘To (ulfill these functions, GAQ has

a headquarters office and approxi-
mately 80 audit sites in the Washing-
ton, D.C., area. It also maintains 15
regional offices throughout the con-
tinental United States, a branch office
in Honolulu, and foreign branch offices
in Frankfurt and Panama City.

ASSISTANCE TO THE
CONGRESS

GAO’s work is performed under the
authority provided in its basic stat-
utes, as a result of specific legislative
mandates, or through specific requests
hy committees or Members of the Con-
gress. Work in the last two categories
accounted for about 44 percent of that
done by GAO's audit and evaluation
stalf during fiscal year 1983.

The results of this and much of the
other GAO work are reflected in the
755 reports issued throughout the
year. About 68 percent of these were
submitted to the Congress, its commit-
tees, or Members. Many of the remain-

ing 32 percent addressed to federal
agency officials were also provided to
interested committees or Memhers. All
reports, except the relatively few
classified for national securily reasons,
are available to the general public.

Table 1
Reports Issued in Fiscal Year 1983

Congressional reports

To the Congress ....... . 108
Ta congressional commiltees . 310
To Members of the Congress . ... .. 94
Reports to federal
ageney officials ................ 243

TOTAL 766

GAO staff maintain close contact with
congressional committees to ensure
that they are fully aware of those issues
on which the committees are most
likely to need information. GAO's
Office of Congressional Relations,
which coordinates all of GAO's assis-
tance to the Congress, is in continuous
contact with committees and Members.

Reporting Results of GAO Work

GAO communicates the results of its
work through its reports, noted pre-
viously, testimony before congressional
committees, informal briefings to Mem-
bers of the Congress, legal opinions,
and advice on pending legislation. The
reports, the most common communica-
tion vehicle, often contain recommen-
dations for congressional or agency
action, Chapter 2 of this report
presents legislative recommendations
on which the Congresa acted this year,
plus those on which final action had not
yet been taken.

Two other special annual reports—-one
on civil activities, the other on defense
activities—highlight matters GAO be-
lieves deserve particular congressional
attention. Each year, these reports
summarize important GAQ conclusions
and recommendations on which satis-
factory department or agency action
has not been taken. These are high-
lighted so that the Congress can con-
sider this lack of action during the
appropriation process.
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A Monthly List of GAO Reports
{required by the Legislative Reor-
ganization Act of 1970) is sent to every
committee and Member. This publica-
tion identifies and summarizes reports
released cach month and provides
information for obtaining copies.

Committee and Member Requesls

In fiscal year 1983, GAO's operating
divisions received 639 requests from

ittees and 467 r ts from
Members for specific work. The Budget
and Accounting Act of 1921 requires
GAO to perform investigations and fur-
nish information and assistance to the
Congress and congressional commit-
tees which have jurisdiction over
revenue, appropriations, or expendi-
tures. The Legistative Reorganization
Act of 1970 directs GAOQ 1o review the
results of government programs and
activities at the request of any com-
mittee having jurisdicticn over such
matters.

Some of the requests entail substantial
work to develop the requisite informa-
tion, while others can be more readily
responded to based on past or current
work or the general expertise of GAO’s
staff. In addition to formal reports
issued to committees and Members,
GAO satisfied many requests through
testimony, briefings, correspondence
not categorized as reports, or by
furnishing the needed information
informally. Table 2 lists the commillees
for which formal, written reports were
completed during the year. Some of the
reports were addressed 1o more than
one committee.

Table 2
Commitlees Receiving
Reparts in FY 1983

Senate Commiitees 174
House Committees 231
Officers of the Congress 8
Joint Commiltees 11
TOTAL 424

GAO also responded to 136 Memher
requests concerning claims by and
against the U.S. government involving
government contracts, employee pay
and allowances, and travel and

ira~ ortation.

Testimony and Briefings

The Comptroller General and senior
GAO staff testified before congressional
committees 154 times during fiscal year
1983. In less formal settings, GAO

stalf also briefed congressional commit-
tees, Members, and their staffs on GAQ
work which interested them. These
briefings encompass the results of com-
pleted work or data on ongoing work
which is sufficiently complete to
provide pertinent information.

GAO also provided committees with
information to use in examining other
witnesses who testily before them.

Staff Assignments to Committees

On request, 90 staff worked with the
staff of 28 committeces and subcom-
mittees during the year. As required by
the Legislative Reorganization Act of
1970, details concerning these as-
sighments are shown in Appendix 3.

Legal Opinions and
Interpretations and Comments
on Pending Legislation

Frequently, committees and Members
of Congress ask GAQ for formal and
informal legal opinions, advice, and
assistance. They aiso solicit GAQ’s
views on contractual, fiscal, und‘ admin-
istrative provisions of law; opinions

on drafts of or revisions to legislation;
and views on administrative regulations.

In fiscal year 1983, GO provided 408
legal opinions and interpretations. One
hundred forty eight of these were for
the Senate and 260 were for the House.
‘Table 3 shows a profile of this work.

GAO’s continuing analyses of govern-
ment programs and activities and its
expertise in law and the federal
legislative process enable it to give
congressional commmittees objective
comments on proposed iegisiation.
During fiscal year 1983, GAQ provided
comments cn 34 pieces of pending
legistation.

AUDITING AND EVALUATION

That segment of its work for which
GAO is best known is ils audits and
evaluations of federal programs, activ-
ities, and finsncial operations. This
work covers not only the results and

. h a
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Table 3
FY 1983 Legal Opinions and
Legislative Interpretations

Senate Commiltees

Agriculture, Nulrition, and Forestry 7

Appropriations 0

Armed Services &

Banking, Housing, and Urban Affairs 5

Budget 3
Commerce, Science,

and Transportalion 7

Energy and Natural Resources 23

Environment and Public Works 7

Finance 7

Foreign Relations q

7

g9

5

3

1

no

Governmental Affairs 3
Labor and Human Resources 1
Judiciary

Veterans’ Affairs

Aging (Select Commilttee)

Senate TOTAL

House Commiltees

148

Agriculture 2
Appropriations 22
Armed Services 7
Banking, Finance and

Urban Affairs 3
Budget 8
Education and Labor 8
Foreign Affairs 7
Government Operalions 57
House Administration 2
Interior and Insular Affairs 12
Energy and Commerce 47
Judiciary 1
Merchant Marine and PFisheries 9
Post Office and Civil Service 28
Public Works and Transportation 5
Science and Technology 17
Small Business 2
Veterans' Affairs 2
Ways and Means 10
Aging (Select Committee) 1
House TOTAL 260
Grand TOTAL 408

agencies, but also those of their
contractors and grantees.

While GAO's name might imply that it
keeps the accounts of the federal
government, the financial reporting
aystem of the U.S. government is
actually a very decentralized one, with



Summary of Activities

the executive agencies reporting their
expenditures directly to the Depart-
neent of the Treasury. Nor does GAO
annually compile or certify a con-
solidated financial statcment for the
U.S. government. Instead, the Treasury
Department collects, aggregates, and
reports this financial information. In
fiscal year 1983, the Secretary of the
Treasury and the Comptroller General
issued a prototype consolidated fi-
nancial statement for the U.S. gov-
erninent. By focusing on the cumulative
assets, liabilities, and other claims on
future resources, this report provides a
useful perspective on the financiat
condition of the government, different
from that provided by the budget.

Currently, the focus of GAO’s work is
accountability. Thus, its work

e cvaluates the efficiency, economy,
legality, and effectiveness with which
federal agencies and those who receive
their funds fulfill their financial,

ihili-

Table 4

GAO Issue Areas and Resp ible Lead Divisi

Accounting and Financial Reporling Acc ling and Fij ial Mi {
Internal Audit Division

National Productivity

Civilian Personnel Management

Federal Ouversight of Financial
Institutions

Intergovernmental Policies and Fiscal
Relations

Law Enforcement and Crime Prevention

Tax Administration

Consumer and Worker Protection

Employment and Training

Federally Sponsored or Assisted
Education Programs

Federally Sponsored or Assisted
Health Programs

Income Security and Social Services

Aulomatic Dala Processing
Information Management

management, and program resj
ties and

e provides the Congress and federal

officials with objective information, con-
1 , and 1 dations in-
tended to help them carry out their

work.

GAOQ’s audits and evaluations involve
nearly every federal agency. During
fiscal year 1983, assignments were
performed in the United States, Guam,
American Samoa, the Trust Territory of
the Pacific, Taiwen, and 60 for-

eign countries. At any given time, GAO
had approximately 1,050 assignments
underway.

An entity as large and complex as the
U.S. government cannot be fully
evaluated each fiscal year, or even
every few years. The size of gov-
ernment, combined with GAQ's staff
limitations, makes it especially im-
portant that GAO carefully select which
programs and activities to review.
GAQ’s policy is to use its slaff where its
work will best promote improved
government operations.

Evaluation, Assistance, Performance,
and Ulilization

C ications, C. d, Control,
and Intelligence

Facilities Acquisition and M t

General Procurement

International Affairs

Logistics Management

Military Personnel Management

Mililory Readiness, Mobilization
Planning, and Civil Preparedness

Mission Analysis

Systems D

t and Acg

FEconomic Analysis of Allernative
Program Approaches

Program and Budgel Information for
Congressional Use

Food

D lic Housing and Ci ity
Development Programs

Environmental Protection Programs

Laad Use Planning, Management,
and Control

Transportation Systems and Policies

Water and Water-Related Programs

Seience and Technology

Energy

Materials

General Government Division

Human Resources Division

Information Manogement and
Technology Division
Institute for Program Evaluation

National Security and International
Affairs Division

Office of Chief Economist
Program and Budge! Information Steff

Resources, Community and Econamic
Development Division
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In addition to that work done in
response to direct congressional re-
quest, GAQ is continually aware of the
major issues before the Congress
through its regular contact with con-
gressional committecs. GAQ also shares
information with the Congressional
Budget Office, the Congressional Re-
search Service, and the Office of
Technology A t. This exch

which was strengthened during the
year, enhances GAQ’s products and
helps the four congressional support
gencies avoid ily duplicat-
ing one another's work.

GAO focuses on the information needs
of the Congress and on the importance
of many complex subjects through its
strategic planning process. The many
subjects of national importance which
are addressed through this process are
expressed as “issue areas.” Each GAO
division or entity is responsible for one
or more of these key areas, and, as
such, devolops for each area the
agency's strategic plan and coordinates
any work undertaken in that area.
Table 4 lists the 36 issue areas and
responsible lead divisions aod offices.

To further str this pi

the Office of Management and Budget,
and other federal officials,

e heads of federal agencies and dis-
bursing and certifying officers on thc
legality or propriety of proposed
expenditures of public funds,

e officers or employees with delegated
authority to request relief on behalf of
accountable and certifying officers,

o contracting and procurement of-
ficers and bidders, in connection with
government contracts,

e dehtors and creditors of the govern-
ment who are dissatisfied with the han-
dling of their affairs by other agencies,
and

® GAO staff in their reviews of agency
programs and aetivities.

‘The Comptroller General's decisions on
the legality of expenditures are binding
on the executive branch. Payments
made contrary to them may be
disallowed. While the decisions are
binding on executive branch officials,
private firms and individuals have
further recourse to the courts, in most
instances.

Table 5 summarizes legal matters re-
solved during the year.

FINANCIAL MANAGEMENT
IMPROVEMENT

‘The Budget and Accounting Act of
1950 established and assigned basic
responsibilities for financial manage-
ment within the federal government.
The act charges GAO with

o prescribing accounting principles,
standards, and related requirements to
guide the executive agencies,

e cooperating with executive agencies
in developing and improving their ac-
counting systems, and

e approving executive agency account-
ing systems when they are found ade-
quate and in conformance with the
prescribed principles, standards, and
related requirements.

In September 1982, the Budget and
Accounting Act was amended by the
Federal Managers' Financial Integrity
Act of 1982, whieh further strengthened
financial management. Specifically,

this amendment requires the head of
each executive agency to report on

(1) whether the agency’s internal con-
frols comply with the GAO internal
control standards and (2) whether the
agency’s accounting systems conform Lo
the GAQ accounting principles and

process and permit the most effective
usc of GAO’s resources, the Comp-
troller General has initiated periodic
reviews of all issue areas, In this way,
GAO can determine whether the
current ali| t of issues r i
accurate or needs to be revised. In
addition, GAO is developing a new
strategy for determining which work
needs to he done over a multiyear
period, to meet longer term objectives,
and which can be ipitiated in the

up ing year. The str lined plan-
ning process also ties more elosely to
GAO's staffing and budgeting systems
and ensures input from top outside
experts.

Legal Services and Decisions

‘The legal work undertaken by GAO
deals with the full range of government
activities. During fiscal year 1983,
GAO’s Office of the General Counsel
disposed of 5,328 separate legal
matters. GAO renders legal decisions
and advice to

® congressional committees, Members
of the Congress, the Attorney General,

Table 5
Legal Matters Resolved in
Fiscal Year 1983

Procurement and Transportation 3,172
Personnet Law 1,067
General Government Matters 630
Special Studies and Analyses 459
TOTAL mallers disposed of 5,328

Settlement of Claims

Cloims against the United States are
referred to GAQ because of statutory
requirements or because they involve
questions of law or fact. In fiscal year
1983, GAO
e authorized payments of over $573
million resulting from claims against the
United States,
e disposed of 5,886 debt claims and
collected over $2 million, and .
e granted 771 full or partial waivers
of repayment of erroneous pay and
allowances out of 824 requests—a total
' of $3.7 million out of $4.0 million.

standards.

During fiscal year 1883, GAO revised
and updated the accounting principles
and standards and issued the Stan-
dards for Internal Controls in the
Federal Government. The standards set
the minimum requiremonts for an
agency’s internal contral systems under
the Financial Integrity Act.

GAO has actively assisted executive
agencies in improving their accounting
systems. GAO consulted with the Office
of Management and Budget in the
develoy of guidelines for ag

to use in evaluating their systems of
internal control to comply with the
Financial Integrity Act. Also, GAO has
initiated a major effort to review
exccutive agencics’ impleinentation of
the act.

Under the Joint Financial Management
Improvement Program, the Comptroliler
General, the Secrotary of the Treasury,
the Director of the Office of Manage-
ment and Budget, and the Director of
the Office of Personnel Management
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are charged by the Budget and Ac-
counting Act of 1950 with improving

financial management practices through-

out the federal government. GAO
continaed cooperative work in the
program during the fiscal year. The
program’s progress is reported sepa-
rately for use by the Congress, federal
agencies, and the public.

In Aprit 1983, GAQ revised its
methodology for approving agency
accounting systems. Systems approvals
will be based on operational results of
agencies’ accounting syslems.

ACCOMPLISHMENTS

Many of the results of GAO’s work can
be expressed in terms of dollars saved
hy the federal government. However,
others are less quantifiable but may
lead to increased efficiency, improved
day-to-day operations, or enhanced
well-being of individual citizens. GAOQ
records results in both categories, and
includes in its tabulations actions taken
by the Congress, federal agencies, and
others in response to GAO’s sug-
gestions and recommendations.

In fiscal year 1983, GAO identified
measurable accomplishments of

$4.5 billion which were directly related
to its work. Many of these accomplish-
ments involved changes advocated by
others, in addition to GAO.

Examples of some of the savings which
accrued to the federal government as a
result of GAQ's work include a report
which noted that the Army was
awarding enlistment and reenlistment
bonuses to individuals who were not
etigible for them. GAO recommended
that more stringent bonus criteria be
applied. To encourage the Army to
impl t this r dation, the
Congress reduced the Army's budget
request for this program by $14.2
million in fiscal year 1983.

GAO also reviewed the armed services’
justifications for fiscal year 1983 for
ammunition procurement and found
that some planned inventory levels
would heve exceeded xequirements,
several procurements were premature,
and 3ome cost cstimates were over-
staied. GAO proposed, and the Con-

gress adopted, a number of line item
budget reductions totaling $526.7
miltion.

In a report to the Secretary of Health
and Human Services (HHS), GAO
pointed out that certain Medicare
payments were not consistent with the
Social Security Act or HHS regulations.
GAO recommended that these pay-
ments be terminated, and in 1982 HHS
issued regulations eliminating these
payments. As s result, annual Social
Security costs will decrease by about
$39 million.

In addition to quantifinble accomplish-
ments, GAO reports often lead to im-
provements which are not so readily
measured. Their importance, however,
can be equally great. For example,
GAO reported that 16 of 62 randomly
selected meat and poultry slaughter
plants were rated as not acceptably
complying with one or more federal
inspection program requirements. GAQ
made several r fations to

may promulgaie regulations, noting
those eircumstances in which collection
of interest and charges may be waived.
‘These regulations must comply with
standards to be jointly established by
the Attorney General and the Comp-
troller General.

Public Law 98-94 (Sept. 24, 1983, 97
Stat. 614) requires thal a detailed
financial analysis and report on the
projected cost of the 100 B-1B bomber
aireraft be submitted to the Congress
by the Secretary of Defense. The report
is to be reviewed by the Comptroller
General, and GAO is to be provided
any additionaf data required to com-
plete the review.

Appendix 6 provides a complete list of
legislation enacted in fiscal year 1983
which is directly related to GAO's work.

NOTEWORTHY ACTIVITIES

GAO is continually involved in many
activities which help promote its
ting, auditing, and internal con-

better assure that meat and poultry
plants produce only wholesome and
unadulterated products. The Depart-
ment of Agriculture agreed with vir-
tually all of the recommendations,

and has taken several steps, including
strengthening the Department’s quality
acceptance testing programs, to address
the problems.

IMPACT OF NEW LEGISLA-
TION ON GAO OPERATIONS

New legislation continues to add to
GAOQ’s resp. nsibilities, Some of these
laws direct the Comptroller General to
audit specific programs, while others,
for example, call for him to promuigate
standards or evaluate data systems.

Public Law 97-363 (Oct. 25, 1982, 96
Stat. 1734) requires annual audits

of funds expended under grants and
contracts pertaining to refugee resettle-
ment programs (96 Stat. 1736). An-
other example is Public Law 97-425
{dan. 7, 1983, 96 Stat. 2201), which
requires that the Comptroller General
annually audit the Office of Civilian
Radioactive Waste Manag t

The Debt Collection Act of 1982,
Public Law 97-365 (Oct. 25, 1982, 96
Stat. 1749), provides that agency heads

trol standards and expose others to its
way of doing business. Presented here
are some of GAO's involvements in the
intergovernmental and international
arenas.

GAO is often visited by groups and
individuals from foreign countries
interested in learning more phout the
organization and how it functions.
Visitors frequently are members of
their national audit offices or other
government entities. The resulting
exchange of ideas and practices has
been heneficial to the visitors and to
GAO. In the past year, for example, the
Public Accounts Committee of the
United Kingdom came to GAO to gain
an understanding of GAQ’s audit
responsibilities with regard to govern-
ment corporations. The Committee
applied what it learned as it held
hearings on expanding the scope

of responsibility of the Comptroller
and Auditor Generel of the United
Kingdom.

GAO elso sponsored its fifth Inter-
national Auditor Fellowsnip Program.
The program’s purpose is to support
the professional growth of audit organi-
zations in developing countries by
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sharing GAO’s technical audit exper-
tise. Beginning in July 1983, GAO
hosted 17 auditors for the 3-month
program. Participants came from
Bangladesh, Burma, Cyprus, Egypt,
Ethiopia, Hong Kong, Indonesia, Kenya,
Malaysia, Malawi, Nepal, Nigeria, Paki-
stan, Peru, Saudi Arabia, Sri Lanka,
and Tanzonia. Many were funded by
the U.S. Agency for International
Development or the United Nations
Development Program, while others
paid for their own travel and sub-
sistence expenses.

GAOQ continuen its leadership role for
the Intergovernmental Audit Forums,
which are composed of a nationa! forum
and 10 regional forums. The forums are
autonomous groups which, together,
have three common objectives: improve
the coverage and quality of auditing at
all levels of government, enhance the
cooperation and coordination of audit
of intergovernmental programs, and
serve as a vehicle for the free and open
exchange of news among government
audit executives.

To enhance the representative nature
of the national forum, the chairs of the
10 regional forums have been made
members of the national group, which is
composed of federal, state, and local
audit executives. This will greatly
expand the forums’ abilities to nddress
major issues in the intergovernmental
audit arena.

OPERATING EXPENSES

The fiscal year 1983 appropriation for
GAO was $253 million. Total operaling
expenses for the period were $252.1
million, with an obligated balance of .9
million lapsing back to the U.S,
Treasury. Personnel compensation and
benefits comprised $193.7 million, or
77 percent, of total expenditures.
Pravel und other objects comprised

5 percent and 18 percent respectively.

During the year, GAO received approx-
imately $450,338 in reimbursements for
services rendered to House and Senate
Comnittees, private organizations, etc.,
all of which was applied to GAQ's
appropriation. GAO deposited in the
U.S. Treasury 3.8 million in receipts for
audit services and other miscellaneous
services.

Table 6
Audit, Evaluation,
and General

Analysis of Staff Changes Management Staff Other Total
Employees on rolls at Oct. 1, 1982 4,088 898 4,986
Appointments 142 382 524
Transfers between calegories 54 —54 0
TOTAL 4,284 1,226 5510
Resignations 74 136 210
Retirements 16 51 67

ppointments in other ag 31 123 154
Other separations 9 15 24
TOTAL separations 130 325 455
Employees on rolls at Sept. 30, 1983 4,154 901 5,065

STAFFING

GAO's greatest asset is a competent,
dedicated, and enthusiastic staff. As of
September 30, 1983, GAO had 5,065
employces, a slight increase over last
year. Of thesc, 4,154, or 82 percent,
were members of the audit, evaluation,
and general management staff. Table 6
shows staff changes during the year.

Because in the past several years

GAO has expanded its expertise to
evaluate increasingly complex govern-
ment programs, GAO is employing and
developing individuals with varied
backgrounds and levels of expertise.
Maintaining high professional standards
is a priority.

In fiseal year 1980, the “GAOQ evalu-
ator” job series was adopted to
describe more accurately the unique
nature of GAO's work. The scries takes
into account the direct congressional
contact, political senaitivity, and multi-
agency purview that characterize much
of GAO’s work. For the most part, GAQ
evaluators were previously classified as
accountants, auditors, and management
analysts. Table 7 summarizes the
composition of our staff at year’s end.

GAOQ’s diverse and complax responsibil-
ities require staff members who have
functional expertise, supervisory capa-
bility, and versatility. The evaluation
slaff members can get wide experience
and broaden their own perspectives of
government operations by auditing a

variety of federal programs, or they can
expand their expertise by remaining in
a functional area. GAQ considers both
individual and office needs in making
staff assignments,

GAO's equal employment profile con-
tinues to improve. Minorities and
women now comprise 44 percent of
GAO’s total work force——a gain of 2
percent over the previous year. Addi-
tional gains are evident at the pro-
fessional level, where minorities and
women represent 33 percent of the
staff as compared with 31 percent in
1982,

PARTICIPATION ON
BOARDS, COUNCILS, AND
COMMISSIONS

On occasion, the Comptroller General
is appointed, either by staiutory or
administrative actions, to serve on
special boards or commissions. During
fiscal year 1883, he served a5 a
member of the Chrysler Corporation
Loan Guarantee Board (established by
Public Law 96-185, Jan. 7, 1980, 93
Stat. 1324). For all intents and
purposes, this Board concluded its
business when it sold the government-
owned warrants which it kad received
as part of the guarantee arrangement.
The Chrysier Corporation repaid its
government-guaranteed loans in
August.
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Table 7

Compoaition of Staff

(al Sept. 30, 1983)

Audit, Evaluation, and
General Management Staff

Bvaluators! ................... 3211
Management auditors/analysis . . . 43
Accountants and auditors .. ..... 124
Program analysis 13
Allorneys ..................... 158
Actuaries and other

mathematical scienlists .. ... .. 55
Engineers ..................... 3
Computer and information

speeialists ... ..o 75
Economists and other

social scienlists .............. 69
Personnel management

specialists ................... 63
Writer-cditors s 55
Other ......................... 285
TOTAL staff in these

categories ... .............. 4,154
Other
Administrative and clerical . . . ... 857
Wage board . ............... ... 44
TOTAL otherstaff ............ 90/
TOTAL.........ooovivnvennen 5,055
'Evaluators forn the core of the GAO staff who
assess [ederal programs end actiiti

and audilors are those who do primarily financial
audity, while management and program analysts
tend to work on internal GAO assessments and
analyses.

ORGANIZATION

‘The accompanying organization chart
depicts GAO’s organization as ol
Oetoher 1, 1983. Fiscal year 1983 was
one of transition for GAQ's organi-
zation. Considering the changing envi-
ronment, several modifications were
made as part of the Comptroller
General’s long-term goal to build a
more cohesive organization which will
betler serve the Congress and be a
more rewarding place to work. High-
lighting some of the major changes of
the past year were the following:

o The Office of the Comptroller Gen-
eral was expanded o include an
Assistant Comptroller General for
Planning and Reporting and an As-
sistant Comptroller General for Op-
erations. This expanded office was
designed to provide a single focus for
coordinaling and directing the entire
organization. Regions and headquar-
ters divisions all reftect this organi-
zational alignment of an assistant for
planning and reporting and one for
operations.

e The National Security and Interna-
tional Affairs Division was created to
consalidate GAO’s work pertaining to
national defense matters, security as-
sistance, and international relations.

e The Information Management and
‘I'echnology Division was established to
consolidate and expand GAO’s work re-
lated to information resources manage-
ment, including automatic data process-

‘The United States Railway Association
Board, on which the Comptroller
General serves (Public Law 97-35,
Aug. 13, 1981, 95 Stat. 674), made a
determination, required by law, con-
cerning the profitability of Conrail, the
federally owned freight railroad, cver
the next 5 years.

Other bodies on which the Comptroller
General serves include

e the Advisory Council for the Office
of Technology Assessment {Puhlie Law
92-484, Dec. 13, 1972, 86 Stat, 800)
and

o the President’'s Management Im-
provement Council (Executive Order
12167, Sept. 14, 1979).

ing and ions.

e The Office of Quality Assurance
was crealed to assist the Officc of the
Comptroller General in identifying ways
to enhance quality assurance, improve
timeliness, and ensure quality control in
GAQ’s assignments and the produets
which result from them.

e The Office of the Chief Economist
was created to help in overseeing the
quality of economic analysis performed
throughout GAQ and in resolving tech-
nical izsues which arise during the
course of GAO’s jobs. This office will
also assist the programming divisions in
developing needed economic analysis
capabilities. On a highly selective basis,
the Chief Economist will lead individual
studies on especially complex or sensi-
tive economic issues.

e An Assistant to the Comptroller
General for Federal Retiroment Matters
was erctablished to provide a single
focus within GAO to monitor and pro-
vide GAQ’s views on the many retiro-
ment proposals before the Congress
and the executive branch.
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Legislative Recommendations Acted on by the Congress
During the Fiscal Year Ended September 30, 1983

Administration
of Justice

‘The Budget and Accounting Act, 1921,
requires GAQ to make recocmmenda-
tions to the Congress “looking to
greator economy and efficiency in
public expenditures” and | report euch
re intions at the b

ench congressional session or in >pecxal
reporls at any time. When an audit
shows that corrective legislative action
is required or desirable, the report
includes a proposal for legislative con-
sideration by the Congress or a recom-
mendation to the affected agency to
sponsor a legislative proposal.

This chapter summarizes the legislative
recomimendations considered by the
Congress during the fiscal year ended
September 30, 1983, and lists open
legislative recommendations, made dur-
ing this period and in prior years, which
we still recommend to the attention of
the Congress.

Maore Efficient Service
of Clvil Process

Federal law pertaining tn fees charged
by U.S. marshals for serving process for
private litigants in federal court nceds
to be changed. Appropriate changes
could reduce federal costs and the
marshals’ involvement with the process-
serving function. We recommended that
the Congress enact legislation to give
the Attorney General authority to rovise
periodically the fees charged by mar-
shals for serving civil process for
private litigants in federal court and to
require that fees provide full recovery
of operating costs.

On May 23, 1983, H.R. 3086 was
introduced in the House of Represen-
tatives. Among other things, the bill
incorporates the provision that the
Attorney General from time to time
prescribe regulations for the fees to be
collocted by narshals. ‘The bill was
referred to the House Judiciary Sub-
committee on Courts, Civil Liberties,
and the Administration of Justice. The
subcommittee held hearings on the bill
in June 1983 and marked up the
legislation in Septemher. (GGD-82-3,
Apr. 22, 1983)

Protecting the Rights of
Third Parties and the Safety
of Relocated Witnesses

The Witness Security Program is
administered by the Justice Depart-
ment’s U.8. Marshals Service and was
established to protect witnesses from
harm as a result of their testimony
againsi individuals involved in organ-
ized criminal activily. While the depart-
ment has taken steps over the years to
improve the services provided to pro-
teeted witnesses, our evaluation showed
that steps needed to be taken to better
protect the public as well. Changes are
needed to enhance the protection of
third-party rights while continuing to
ensure the safety of witnesses.

We recommended that the Congress
enact legislation to better balance the
public and law enforcement interests.
Specifically, the legislation should
require the Attorney General to dis-
close a witness’ identity to a third party
a court jud| L against the
wnness unless avmlable evidence indi-

cates that (1) the disclosure could likely
result in harm to the witness or (2) the
witness does not have the ability (finan-
cial or otherwise) to resolve the judg-
ment. The legislation should also
provide, among other things, third par-
ties the right to petition a federal court
to review the propriety of a nondis-
closure decision.

During the 98th Congress, two bills
were introduced to provide a better
balance between the protcetion of
third-party rights and the protection of
witnesses: S. 1178 end H.R. 3086. In
addition, we addressed these issues in
testinony before the House Subeom-
mittee on Courts, Civil Liberties, and
the Administration of Justice on June
22, 1983. (GGD-83-25, Mar. 17, 1983)

Clandestine Manufacture
of Dangerous Drugs

We recoinmended that the Congress
amend the Controlled Substlances Act
{Publie Law 91-513) to increase the
maximum penaities for trafficking in all
Schedules I ang H nonnarcotic drugs,
including pheneyelidine, io equal the
maximum penalties for trafficking in
Schedules I and Il narcotic drugs.

This recemmendation was substantially
addressed in three bills introdueed in
the 98th Congress: S. 829, S. 985, and
H.R. 2151. {GGD-82-6, Nov. 6, 1981)

Taking the Profit Out of Crime

We recommended that the Congress
amend the criminal forfeiture provisions
of the Racketeer Influenced and Cor-
rupt Organizations (RICO) and Con-
tinuing Criminal Enterprisc {CCE)
statutes to

e make explicit provisions for the for-
feiture of profits and proceeds that are
(1) acquired, derived, usod, or main-
tained in violation of the RICO statute
or (2) acquired or derived as a result of
violation of that statute;

e clarify that assets forfeitable under
the CCE statute include the gross pro-
ceeds of controlled subsiance transac-
tions; and

13
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Legislative Recommendations
Acted on During FY 1983

Commerce and
Housing Credit

s authorize forfeiture of substitute
assets, to the extent that assets forfeit-
able under the statutes (1) cannot he
located, (2) have Leen transferred, soid
to, or deposited with third partics, or
(3) have been placed beyond the
general territorial jurisdiction of the
United States.

As of September 30, 1983, six bills
have been introduced in the 98th
Congress whieh amend the two criminal
forfeiture statutes: S. 829, S. 948, H.R.
2151, H.R. 2241, H.R. 3272, and H.R.
3299. 5. 948 was reported out of the
Senate Judiciary Committee on Sep-
tember 14, 1983 (S. Rep!. No. 98-224).
{GGD-81-51, Apr. 10, 1981)

Design Issues for Rental
Rehabilitation Block Grants

In December 1982, we reported that
the Congress should consider specific
design issues in evaluating new housing
block grant initiatives. On March 9,
1983, we provided a statement for the
record on rental rehabilitation costs,
beneficiaries, and accountability, which
was used by the Subcommittee on
Housing and Urban Affairs, Senate
Committee on Banking, Housing and
Urben Affairs, in its deliberation on the
new rental housing block grant pro-
gram. In July 1983, we recommended
that the committee consider a number
of program design features to help
control costs, to facilitate income
targeting, and to require program
evaluation.

S. 1338, the Housing and Community
Development Act of 1983, would
establish a new rentat rehabilitation
and development grants program which
incorporates some of our suggestions,
such as targeting and recordkeeping
requirements. On June 20, 1983, the

commiltee chairman introduced Amend-

ment No. 1423 to S, 1338, which
included cost controls of $5,000 per
unit and a limit on rehabilitation

Allematwes to Mortgage
Bond Fi

g

Mortgage revenue honds are costly to
the federal government when compared
10 the benefits provided to homebuyers
and to the costs of alternative subsidy
mechanisms. We testified on this issue
before the Subcommittee on Taxation
and Debt Management, Senate Com-
mittee on Finance; the House Com-
mittee on Ways and Means; and the
Secnate Committee on Finance. Qur
April 1983 report also addressed this
issue and, as did our testimony,
suggested alternatives which would be
less expensive.

On July 12, 1983, the Chairman of the
Senate Finance Commiittee introduced
S. 1698, the First Time Homebuyer
Assistance Act of 1983. This hill
incorporates one of the alternatives to
mortgage revenue bonds that we
suggested: a homebuyer tax credit.
Under the proposal, states would have
the option 10 trade their revenue bond
authority for homebuyer tax-credit
authority. The bill was based, in large
part, on our analysis of the tax-credit
authority. (RCED-83-145, Apr. 18,
1983; GAO testimony, May 13, 1983,
Subcommittee on Taxation and Debt
M

performed to that which was
to correct substandard conditions. It
also required that 100 percent of the
grant assistance be used for the benefit
of lower income households and that
the program be periodically evaluated
by the Department of Housing and
Urban Development to determine
program costs, services delivered,
beneficiaries, and the extent to which
lower income tenanls had been dis-
placed. On July 21, 1983, the Senate
agreed to Amendment No. 1423 in the
nature of a substitute for S. 1338.
{RCED-83-21, Dec. 13, 1982; GAO
statement, Mar. 9, 1983, Subcommittee
on Housing and Urban Affairs, Senate
Committee on Banking, Housing and
Urban Affairs; RCED-83-148, July 11,
1983)

t, Senate Committee on
annce GAO testimony, June 15,
1983, House Committee on Ways and
Means; GAO testimony, Sept. 13, 1983,
Senate Committee on Finance)

Developing a Fee Schedule

Since January 1977, the Federat

Cc ications Ci ission has not
charged fees for its services. One
month earlier, the U.S. Court of
Appeals overturned previous commis-
sion fee schedules and called for il to
clarify the justification for the sched-
ules and recalculate its fees accord-
ingly. In our 1977 report, we stated
that the commission could and should
recalculate previous fee schedules,
refund execess fees collected, and
establish a new fee schedule. We noted
that. the Congress could provide
additional legislative guidance in this
area by either amending the Inde-
pendent Offices Appropriation Act of
1952 or enacting new legislation.
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S. 55, which was passed by the Senate
in February 1983, establishes a sched-
ule of fees to be assessed by the
commission. {CED-77-70, May 5, 1977,
GAO testimony, May 1, 1981, Senate
Committea on Commerce, Seience and
Transportation, Subcommittee on Com-
munications, June 9, 1981)

Improving the Broadcast
Licensing Process

To make the broadcast licensing pro-
cess more effective, we recommended
that the Congress amend the Com-
munications Act of 1934. We suggested
oliminating the requirement that the
Federal Communications Commission
provide an opportunity for a full
evidentiary hearing to applicants com-
peting for a broadcast license renewal.
Such a process has not acted as a
competitive spur to the incumbent
licensee and is both time-consuming
and expensive. In February 1983, the
Senate passed S. 55, which sets forth
new criteria for the renewal of broad-
cast station licenses and bars the
commission from considering applica-
tions from other parties for a license for
which renewal is being sought. (CED-
79-62, June 4, 1979)

Uniform Reporting on Community
Development Block Grants

In 1982, the Depurtment of Housing
and Urban Development {HUD} teck
steps te revise the regulations of the
Community Development Block Grant
Program (CDBG) entitlement and small
cities, which appeared to shift emphasis
away from targeting and reporting on
benefits to low- and moderate-income
persons. HUD stated that the primary
objective of the authorizing legislation
can he achieved by funding activities
through a program that gives maximum
feasible priority to any one of three
broad national objectives: (1) bene-
fitting low- and moderate-income per-
sons, (2) aiding in the prevention or
elimination of slums or blight, or (3)
meeling other community development
needs having particular urgency where
other financial resources are not
available to meet such needs. HUD
expecls states to demonstrate how
funded activities address one, but not
all, of these three national objectives.

On December 7, 1982, GAO testified
before the Subcommittee on Housing
and Community Development, House
Committee on Banking, Finance and
Urban Affairs, that for the Congress to
judge how well the CDBG program was
meeling its objective, timely, reliable,
and uniform information on program
accomplishments was needed. We
noted that HUD’s interpretaion of the
way the ael’s primary objective can be
met would make it easier for grantees
to shift their program’s targeting away
from lower income persons if they
wished to do so. We maintained that,
without actual data on the extent to
which the states’ overall program
benefits low- and moderate-income
persons, HUD would have difficulty in
determining whether a shift in grantee
targeting had occurred. We said that
such information can be collecied most
efficiently by grantees who implement
the progran.

H.R. 1, which was passed by the House
on July 13, 1983, addresses HUD's
interpretation and reemphasizes that
the act’s primary objective is to carry
out community development activities
which principally benefit low- and
moderate-income persons. The legis-

lation requires grantees to include in
their performance report an evaluation
of the relationship of activities funded
to this primary objective and directs
the Secretary of Housing and Urban
Development o establish a standard
form for such reporting. (RCED-83-15,
Nov. 3, 1982)

Small Cities’ Participation
in the Urban Development
Aection Grant Program

The Housing and Community Devel-
opment Act of 1977 authorized the
Department of Housing and Urban
Development (HUD) to assist severely
distressed cities and urban counties in
alleviating physical and economic dete-
rioration. The legislation provided that
no less than 25 percent of available
Urban Development Action Grant
(UDAG) funds would be for small cities
under 50,000 population.

We found that the UDAG program has
had limited success in assisting most of
the 10,161 eligible small cities. Overall,
slightly less than 8 percent of the
eligible small cities have ever applied
for a UDAG, while just over 4 percent
have been awarded one. Among the
reasons we found contributing to the
low participation of the most distressed
=mall cities were lack of knowledge
about the UDAG program and insuf-
ficient capacity within the city gov-
ernment either to plan and carry
through a UDAG appliction or hire an
outside concern for that purpose.

On the basis of our analysis, the House
Committee on Banking, Finance and
Urban Affairs concluded in its report
on H.R. 1 that little can be accom-
plished without affirmative action to
inform small cities of UDAG fund
availability and to assist them in
developing fundable projects. (H. Rept.
No. 98-123, Muy 13, 1983). On July 13,
1983, the House passed H.R. 1, which
authorizes HUD to use not less than $3
million to provide selected small cities
with program information, an evaluation
of their needs, und development plans
to meet those needs through the UDAG
program. (RCED-83-126, Mar. 15,
1983)
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Revitalizing Distressed Areas
Through Enterprise Zones

The proposed enterprise zone program
is intended to stinulate business
development and create jobs in dis-
tressed areas by providing tax relief
mnd regulatory reform. In July 1982, we
reported that many unknowns exist
about the effectiveness of the proposed
incentives and their costs. We recom-
mended that, if enterprise zone legis-
lation is enacted, the Congress shouid
require the ndministering federal
agency to establish program effec-
tiveness criteria supported by a sys-
tematic data collection and evaluation
effort to analyze the henefits and costs
of the program,

In response to our recommendation,
H.R. 1955 was introduced on March 8,
1983, and provides for the Secretary of
Housing and Urhan Development to
prepare and submit to the Congress
periodic reports on the effeets of
enterprise zones. The bill was referred
to the Committee on Ways and Means,
and selected provisions were referred
to the Committee on Banking, Finance
and Urban Affairs and to the Com-
mittec on the Judiciery. As of Sep-
tember 30, 1983, the bill had 183
cosponsors. (CED-82-78, July 15, 1983)

Clarification of Disaster
Assgistance and Cost Sharing

In 1980, federal emergency assistance
was provited to assist states in
handling such situations as the Love
Canal chemical contamination and the
Cuban refugee influx. These actions
stirred considerable controversy ce-
garding whether nonnatural “catastro-
phes™ are within the purview of existing
law. The current law is not clear on this
matter, but it does allow the President
to make declarations for “other catas-
trophes™ as well as for specifically
identified natural catastrophes.

GAO recommended that the Congress
recvaluate the Disaster Relief Act of
1974 and clarify its intent regarding the
types of incidents that may receive
disaster assistance.

In May 1980, the Federal Emergency
Management Agency (FEMA) started
to require state and local governments
to pay 25 percent of the public
assistance portion of disaster relief
provided hy the federal government.
This policy helps to assure compliance
with the statutory intent that federal
disaster aid he supplemental.

GAO’s review of FEMA's cost-sharing
policy found that it is consistent with
the Disaster Relief Aet of 1974.
However, the policy created contro-
versy among the states. State officials
contend thai the policy forces them to
pay disaster relief eosts which the
slates believe are beyond their capa-
bility to pay or which will consume
more than a reasonsable amount of state
and local funds, To put the controversy
to rest, GAO recommended that the
Congress clarify the extent of the state
and local contribution that should be

itted hefore suppl tal federal
assistance is provided.

$. 1625 would amend the definition of
“major disasters” to limit disasters in
this category to “natural” disasters. At
the same time, S. 1526 would amend
the definition of “emergency” to make
it clear that the President could declare
an emergency for any type of catas-
trophe. It would also provide needed
clarification by limiting federal con-
tributions for public assistance projects
to 75 percent of net eligible costs. This
bill is being considered by the Senate
Committee on Environment and Public
Works. The committee reported fav-
orably on a similar bill during 1982,

S. 2250, which passed the Senate but
was not acted upon by the House
(Senate Report 97-459, May 28, 1982).
(CED-82-4, Dec. 7, 1981)

ing Federal Di. E;
Through Flood Insurance

Rod:

The Federal Emergency Management
Agency’s usual practice is to reimburse
state and local applicants for recon-
struction or repair of structures that
were not insured. In some instances,
however, a deliberate decision has been
made by responsible officials not to
insure, or Lo underinsure, such
property.

Presently, state and local governments
are not required to he insured against
initial losses to property as a pre-
requisite to receiving disaster relief for
losses. FEMA requires insurance only
after disaster relief funds have heen
received, and then only in the amount
of the relief provided.

We recommended that the Congress
amend the Disaster Reliel Aet of 1974
to require that, as a condition for
receiving federal public disaster as-
sistance, state and local governments
have in force appropriate hazard and
flood insurance as is reasonably avail-
ahle, adequate, and necessary to
protect against the loss of public
buildings, facilities, and equipment.

The Disaster Relief Act Ainendments
of 1983, S. 1525, incorporate our
recommendation hy limiting disaster
grant assistance for insurable public
facilities. This bill is being considered
by the Senate Cominitiee on Envi-
ronment and Public Works. The
commillee reported favorably on a
similar bill during 1982, S. 2250, which
passed the Senate but was not acted
upon by the House (Senate Report 97-
459, May 28, 1982). (CED-82-4, Dec. 7,
1981)
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Refugce Assistance Amendments
of 1982 Emphasize Employment
and Economic Self-Sufficiency

On April 22, 1983, in testimony before
the Suhcommittee on Immigration,
Refugees, and International Law, House
Committee on the Judiciary, we rec-
ommended that (1) the Refugee Act of
1980 be amended to require that
priority attention be given to quivk em-
ployment and economic self-sufficiency,
including placement in unskilled, entry-
level jobs, if necessary, (2) this priority
be adhered to notwithstanding pro-
visions for aitendance at language and
other employment (raining, and (3)
portions of the act exempting refugees
from employment registration and
acceptance of job offer requirements
during the first 60 days after entry be
repealed.

The Refugee Assistance Amendments
of 1982 (Public Law 97-363, Oct. 25,
1982), which extended for fiscal year
1983 the authorization for refugee
assistance, used our testimony as a
basis for requiring strengthened pro-
gram management, including a greater
emphasis on employment and tracking
refugees' progress toward self-
sufficiency. (GAO testimony, Apr. 22,
1082, House Committec on the Judi-
ciary, Subcommitiee on Immigration,
Refugees, and International Law)

Manag t Impr ts
Needed at ACTION Agency

In April 1983, we testified on
ACTION’s policies and management
practices and identified numerous
weaknesses related to (1) misinter-
pretation of funding requircments, (2)
improper disapproval of VISTA proj-
ects, (3) inappropriate use of YISTA
volunteers, and (4) questionable nir-
ing practices and use of noucarcer
employees.

Our testimony was frequently quoted
and used extensively by the House
Committee on Education and Labor in
preparing its report on H.R. 2655, a bill
to extend and improve the Domestic
Volunteer Service Act of 1973. {(House
Rept. 98-161, May 16, 1983). (GAO
testimony, Apr. 19, 1983, House
Committee on Education and Labor,
Subcommiltee on Select Education)

Filing Private Employee Benefit
Plan Summaries with Department of
Labor Is Costly and Not Needed

The Employee Retirement Income
Security Act of 1974 requires private
employee benefit plans to provide plan
parlicipants, beneficiaries, and the
Department of Labor with summary
plan descriptions and summaries of
plan amendments. Labor is to keep the
summaries on hand to provide plan
participants with information, to help
assure compliance with the aet by
opening plan information to puhlic
scrutiny, and to make plan information
available for research.

Although Labor’s cost to process
summaries filed by plans is significant,
many summaries have not been filed or
cannot be found in Labor’s files when
requested. The cost to process sum-
maries and assure that they are
submitted to Lahor and are accessible
in Labor's files is not warranted by the
limited requests for the summaries. We
recommended in October 1981 that the
Congress amend the act to {1) eliminate
the requirement that plans file sum-
maries with Labor and (2) require
Labor to obtain summaries from the
plans only when plan participants and
others request them.

In resp toourr dations,
H.R. 3071 was introduced in the House
in May 1983 to eliminate requirements
that benefit plan summaries be filed
with Labor. This bill was referred to
the House Committees on Education
and Labor and Ways and Means jointly,
but no action on it had been taken as
of September 30, 1983. (HRD-82-12,
Oet. 19, 1981)

The Davis-Bacon Act
Should Be Repealed

On April 27, 1979, we reported that
repealing the Davis-Bacon Act and
removing its wage determination re-
quirements would result in substantial
financial savings on federal or federally
assisted construction projects. We
reported that the act and retated
Copeland Anti-Kickback Act payroll
recordkeeping requirements result in
unnecessary construction and admin-
istrative costs to the government of
hundreds of millions of dollars annuatlly.

Various House and Senate members
have iniroduced numerous bills in the
98th Congress to either repeal, amend,
waive, or delete the Davis-Bacon Act
und related Copeland Anti-Kickback
Act requircments and certain of the 77
related statutes which require use of
the Davis-Bacon Act requirements on
federally assisted construction projects.

In July 1983, the House considered
H.R. 10 amending the Public Works
and Economic Development and the
Appalachian Regional Development
Acts of 1965. An amendment was
introduced providing that the Seerctary
of Commerce, upon application hy the
legislative branch of any state and local
government eligible for assistance
under H.R. 10, could waive the Davis-
Bacon Act requirements if the recipient
could demonstrate that the waiver
would result in a substantial increase in
the level of employment. According to
the amendment's sponsor, Rep. Walker,
waiving the Davis-Bacon requirement
would result in a substantial increase in
jobs. However, the House rejected the
amendment.

Also, in both the Senate and House,
bills were introduced to reform the
Davis-Bacon Act and to incorporate all
or most of the revised Davis-Bacon Act
regulations proposed by Labor, in-
cluding (1) revising the prevailing wage
determination, (2) prohibiting the use
of federal projects in determining
projects of a similar character and
prevailing wage rates, (3) prohibiting
the use of wage rates in ncarby
metropolitan areas in determining wage
rates in rural areas, (4) pormitting the
use of helper job classifications in its
wage determinations, and (5) elim-
inating the weekly payroll reporting
requirements hy contractors.

On April 28, 1983, S. 1172 —with 12
cosponsors—was introduced in the
Senate to amend the Davis-Bacon Act
to increase the contract dollar threshold
level, ahove whieh the Davis-Bacon Act
would be mandated from $2,G30 to
$100,000, mandate the Department of
Labor to determine wage rates for
helpers classification and increase the
numbe of helpers contractors could
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use on projects, and delete the 30-
percent rule in a given wage classifi-
cation and define the prevailing wage
rate as the rate paid to 50 percent or
more of the construction workers in a
given class. A similar bill, H.R. 3846 —
with 90 cosy —was introduced in
the House on August 4, 1983. Sponsors
of both hilis state that, if enacted, the
bilfs would result in new job oppor-
tunities as well as significant cost
savings.

The Congress has not acted on these
bills as of September 30, 1983.

All of the proposed legislation on the
Davis-Bacon Act in the 98th Congress
and regulations proposed by the
Deparlment of Lahor made extensive
use of our reports, (HRD-79-18,
Apr. 27, 1979; HRD-81-19, Oct. 2,
1980)

Obtaining Fair Market Value
for Federal Coal Leases

To ensure needed improvements were
made to the Department of the
Interior’s economic evaluation, leasing,
and fair market value determination
procedures, we recommended Lhat the
Secretary postpone scheduled regional
coal sales until the department had an
opportunity to overcome specific weak-
nesses. Though our recommendations
were addressed to the Secretary of the
interior, four bills aimed at bringing
about the needed improvements were
introduced in the Congress during the
months immediately following the
issuance of our report. H.R. 3018 and
H.R. 3767 have been referred to the
House Commiittee on Interior and
Insular Affairs. §. 1297 has heen
referred to the Senate Committee on
Energy and Natural Resources. Senate

d t 13356 was submitted for
H.R. 3069 (the department’s fiscal year
1983 supplemental appropriations) but
not agreed to in the Senate. (RCED-83-
119, May 11, 1983)
Impr ts in Low-I
Weatherization Program

In October 1981, we reported on
several improvements needed in the
Department of Energy's (DOE’s) low-
income weatherization program. These
improvements included the need for
{1) requiring adequate inspections of
weatherized homes to assure complete
and adequate work, (2) a reliable
estimate of energy savings for adequate
program assessment, and (3) improve-
ments in financial management and
program monitoring at the federal,
state, and local levels.

On May 12, 1983, the House Com-
mittee on Energy and Commerce
reported favorably on H.R. 2615, which
required, among other things, (1) state
provision for postinstallation inspec-
tions of weatherized units to ensure
proper installation, (2) a DOE program
plan which includes a method for
measuring energy savings achieved by
individual weatherization measures and
combinat