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after a comprehensive analysis in the Office of the
Secretary of Pefense (OSD) to astermine ways for improving
management and reducing manpower, the Secretary of Defense
directed a 21.7% reduction, 448 positions, in OSD headquarters
activities and a 22.4% reduction, 344 positions, in OSD field
activities. The Secretary also instructed the military services
to implement similar 20% to 25% staff reductions in their
departmental headquarters. Findings/Conclusions: Headquarters
staff reductions were being achieved primarily through transfers
of functions, positicus, and people to other organizations.
Althougq OSD, the Army, and the Navy nad reduced the number of
positions by about 2,900r only 62 employees had been removed
from the Department of Defense's (DOD's~ payroll through
retirement, resignation, and involuntary separation. In planning
the reductions, emphasis was placed on consolidating related
functions, eliminating unnecessary or marginal functions, and
transferring to lower levels of authority those which were
primarily operational. Departmental headquarters staffs were to
limit their functions to policy development, resource
management, and program evaluation. The DOD apparently has not
fully considered the impact of the current staff on the
operations of the agency, and some officials feel that DOD
compcnents have been adversely affected in their ability to
carry out their responsibilities. The reduction's impact on
long-term operations cannot be determined at this time. (RRS)
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in May 1977 the Secretary of Defense di-
rected Defense and the military services to
reduce their staffs 20 to 25 percent.

iVMost of the reductions were achieved by
transferring functions, positions, and person-
nel to nonheadquartmrs activities. Few em-
ployees were actually' emoved from the pay-
roll.
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PREFACE

The size of t.:. Fe6eral work force is a matter of
continuing concertn to the President, the Congress, and the
public. Considerable publicity was qgven to the Secretary
of Defense's announcement that he had directed staff reduc-
tions of 20 to 25 percent for headquarters of the Office of
the Secretary of Defense and the military services.

ThLS is a chronicle of the plans made and actions
taken lo achieve the staff reduction.

H. L. Krieger, Director
Federal Personnel and
Compensation Division



SUMMARY

In May 1977 the Secretary of Defense initiated a compre-
hensive analysis in the Office of the Secretary of Defense
(OSD) to determine ways for improving management and reducing
manpower by 20 to 25 percent. In July 1977 the Secretary
directed a 2i.7-percent reduction, 448 positions, in OSD head-
auarters activities and a 22.4-percent reduction, 344 posi-
tions, in OSD field activities.

To achieve the reductions by February 1, 1978, the
Secretary directed OSD officials:

"* * * to take all actions necessary, including
as appropriate, control by attrition, early re-
tirements, and reductions in force, to arrive at
the planned ceiling level=."

In March 1978 hearings on Department of Def nse appropri-
ations for fiscal year 1979, the Principal Deputy Assistant
Secretary of Defense (Comptroller) said that the Secretary had:

"* * * indicated that emphasis was to be placed on
functional transfers but that he also expected
absolute reductions of personnel to occur."

The Secretary instructed the military services to imple-
ment similar 20 to 25 percent staff reductions in their depart-
mental headquarters.

In planning the reductions, top departmental headquarters
staffs were to limit their functions to policy development,
resource management, and program evaluation. The Secretary
said these changes would ultimately make possible large sav-
ings for the taxpayer through improved use of the Nation's
defense resources.

Actions completed at tie time of our review showed that
the headquarters staff reductions were being achieved mainly
by transferring functions, positions, and people to other
organizations. Although OSD, Army, and Navy had reduced the
number of positions by about 2,900, only 62 employees had
been removed from DOD's payroll through retirement, resigna-
tion, and involuntary separation. The Air Fcrce had not
carried out its plans.

Although the plans prepared by Defense and the services
fcr this reduction were comprehensive in scope and content,
they did not identify the economies to be achieved by the
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proposed actions. GAO could not determine whether these
transfers had any adverse .mp&at, primarily because few func-
tiona' changes or physical relocations were involved. Most
transferred functions, positions, and personnel remained in
the National Capital Region.

Various functions of the components reviewed were re-
organized and realined but not necessarily because of the
redaction effort. In some cases, however, the reduction
announcement may have accelerated the changes. Changes in
workload and mission in several components were made mainly
to adapt to the changing environment rather than to facili-
tate the reduction.

Defense officials were concerned about what influence the
loss of functions anj people would have on the effectiveness
of their operations. Others noticed no apparent disruption.
The reduction's impact on long-term operations cannot be
determined at this timie.

Since the reductions have been made, most Defense com-
ponents studied haverequested more personnel to carry out
new functions which have oeen added.
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ABBREVIATIONS

DASD Deputy Assistant Secretary of Defense

DFA Directorate of Finance and Accounting

DOD Department of Defense

FOA field operating agency

GAO General Accounting Office

ISA International Security Affairs

NMCS National Military Command Structure
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OSD Office of the Secretary of Defense

PBD Program Budget Decision

SSA staff support agency

WHS Washington Headquarters Services



CHAPTER 1

INTRODUCTION

A May 27, 1977, Department of Defense (DOD) news release
announced that:

"Secretary of Defense Harold Brown has initiated
a comprehensive analysis in the Office of the
Secretary of Defense [OSD], to imp ove management
and seek manpower reductions ot 20 to 25 percent.

"The analysis of organization and staffing levels
will include a review of assigned functions and
responsibilities, with the aim of reducing the
number of assigned military and civilian person-
nel. OSD officials were told to consider the
following:

-- Organizational alternatives to accomplish assigned
tasks and responsibilities as effectively as possible.

-- Eliim:ination of functions which contribute only margin-
ally to the Defense mission.

--Consolidation of related functions.

--Transfer of functions out of OSD.

--Reductions in the number of people assigned to
functions that are retained.

"Officials are to analyze functions and determine
the optimum organization and number of people
required, and to submit plans to that effect by
mid-June for review by the Secretary of Defense."

A July 18, 1977, DOD news release provided more infor-
mation on the announced reduction:

"As part of an effort to promote economy and
efficiency, the Secretary of Defense has directed
a reduction in the manpower strength authorized
for staff activities of the Office of the Secre-
tary of Defense. The total reduction will be
448 positions, bringing those activities to a
level of 1,617 from the present 2,065.
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"Field activities of the Office of the Secretary
of Defense " * * are to be reduced 344 positions
to 1,195 from the present 1,539.

"These are reductions of 21.7 percent in the Office
of tV- Secretary of Defense staff activities and
22.4 percent in OSD field activities, and are :o
be reached by February 1, 1978.

"Secretary of Defense EH'roid Brown on May 27. 1977,
initiates an analysis of staffing levels in the
Office of the Secretary of Defense to improve man--
agement and seek manpower reductions. He directed
OSD officials to take all actions necessary, in-
cluding ;ts appropriate, control by attrition, early
retirements, and reductions in force, to arrive at
the planned ceiling levels.

"Secretary Brown said reductions should be balanced
between civilian and military positions as atpro-
priate to the functions of the various offices.

"Authority is being requested from the Civil
Servire Commission to permit early retirement of
certain personnel."

The Secretary also instructed the military services to
implement similar 20 to 25 percent staff reductions in their
departmental headquarters activities. No activities below
departmental level were included in this program to reduce
headquarters staff. The decision to reduce staff involved
both military and civilian personnel. It originated with the
President as part of an effort to promote economy and effi-
ciency.

DEFENSE REORGANIZATION STUDY

In SeDtember 1977 the President requested the Secretary
of Defense to initiate an organization review. The purpose
was "to produce an unconstrained examination of alternative
organizations, management and decision processes within the
Department of Defense." This request compiemiented reorganiza-
tion efforts aleady in progress within DOD. The study, not
yet completed, focused on three majot areas of inquiry:

-- DOn headquarters structure--the roles, functions. and
responsibilities of OSD, the service secretariats, and
service staffs.
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--DOD organization for resource manaqement--DOD resourcemanagement systems and support activities.

--The National Military Command StLucture (NMCS)--the
ability of NMCS to respond to the National CommandAuthorities, and a review of the appropriate rolesof the Secretary of Defense, Joint Chiefs of Staff,and united and component commanders in NMCS.

This study's major objective is to improve the effi-
ciency and resoonsiveness-of DOD organization and managementby:

-- Strengthening mar:agement arrangements and identifyingand eliminating unnecessary overlap, fragmentation,or operating redundancies in major DOD programs,functions, and responsibilities.

-- irproving the effectiveness of the structures, methods,and procedures used to direct and control the combatforces.

The Secretary does not know whether the study will leadto majoL reorganization or streamlining of current structures.The review of DOD's headquarters structure could result infurther staff cuts or realinement of personnel throughout OSDand the militarv service headquarters.

SCOPE OF REVIEW

We obtained infornation on the headauarters organiza-tions selected for position and personnel reductions; howthe reductions were planned and made, including transfer offunctions, positions, and personnel from headquarters tofield organizations; and effects of the staff reductions onthe organizations and personnel involved.
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CHAPTER 2

ACTIONS TO REDUCE HEADQUARTERS STAFF

When the Secretary of Defense initiated action to reduce
headquarters staff by 20 to 25 percent, he instructed offi-
cials to consider (1) organizational alternatives, (2) elim-

ination, consolidation, and transfer of functions, and (3)
reductions in the number of people in retained functions.
He also directed officials to 'take all actions necessary,
including as appropriate, control by attrition, early re-
tirements, and reductions in force, to arrive at the planned
ceiling levels." (See pp. 1 and 2.)

Responding to a question asked by the Chairman, Subcom-
mittee on Defense, Senate Committee on Appropriations, the
Principal Assistant Secretary of Defense (Comptroller) said
that the Secretary had "indicated that emphasis was to be
olaced on functional tr-tefers but that he also expected
absolute reductions of personnel to occur." (S. rept. on
hearings on DOD appropriations, fiscal year 1979, pt. 3,
p. 100.)

Actions co.,pleted at the time of our study showed that
the headquarters staff reductions were being achieved pri-
marily through transfers of functions, positions, and people
to other organizations. Some civilian employees accepted
early retirement, but few were separated involuntarily.

The Secretary of Defense must orqanize and manage DOD's
resources and programs effectively, efficiently, and economic-
ally. To do this, he has made organisational and management
reform a priority.

After examining DOD's organit:tional structure, the
Secretary concluded that:

--OSD and the military department headquarters were too
large and engaged in too many activities which could
be performed effectively at lower levels.

-- The Secretary's span of control was too broad for
effective management. Ftirthermore, fragmentation of
executive authority among independent offices within
OSD, several with closely related functions and
responsibilities, created the sieed for excessive and
time-consuming coordination. Fes too many decisions
had to be made by the Secretary or Deputy Secretary.
These conditions have hampered effective management.
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Other areas reauiring organizational restructuring were
identified. Administrative actions and Proposed legislation
designe( ko remedy these Droblems have been initiated. Ac-
cording to the Secretary, by streamlining and strengthening
managerial lines of authority at the top, the stage has been
set for similar actions within the military departments and
other DOD components.

PLANNING THE REDUCTIONS

in planning the reductions, emphasis was placed on
consolidating related functions, eliminating Unnecessary or
marginal functions, and transferring to lower levels of
authority those which were primarily operational. Depart-
mental headquarters staffs were to limit their functions to
policy development, resource management, and program evalua-
tion. The Secretary believes these changes will ultimately
make possible significant savings for the ta-payer through
improved use of the Nation's defense resourceo.

With the exception of Air Force plans which were not
available for our review, the plans prepared to implement
the reduction were comprehensive but did not identify the
economies to be achieved by the proposed actions.

The 3ecretary instructed OSD and the services to use
the number of personnel on board as of January 31, 1977, as
the baseline figure for the reduction. He designated a
February 1, 197R, completion date for CSD, and the service
secretaries imposed target dates on their respective
services--February 1, 1978, for the Army; September 30, 1978,
for the Navy; and September 30, 1979, for the Air Force.

An earlier action significantly affected planning to
meet the Secretary's announced objectives. Program Btidget
Decision (PBD) 324, initiated by OSD in January 1976, was
considered in DOD's fiscal year 1977 budget. The objective
of this decision was to reduce military and civilian person-
nel in OSD by 15 percent and in the services' departmental
headquarters by 10 percent. The services were implementing
this reduction, scheduled for completion October 1, 1977.

OSD had completed its PBD cuts by January 31, 1977.
The military services had not. As a result, personnel whose
positions had been elin,inated before January 31, 1977, were
included in the baseline tfijure used in the Secretary's
announced reduction. OSD officials informed the services
that they could consider those reductions not completed as
of January 31, 1977, and count them as part of the current
reduction.
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OSD plans

OSD officials were told to ana!yze functions and deter-
mine the optimum organization and corresponding staff re-
quirements, and to submit plans to the Secretary by mid-June
1977 for hti review. The plans were to balance the reduc-
tions between military and civilian positions. On July 1,
197?, after reviewing these plans, the Secretary of Defense
established a personnel ceiling for each component to
achieve by the target date.

Army plans

The Secretary of the Army directed Army headquarters
agencies to prepare plans for accomplishing the Secretary
of Defense's announced reductions. The plans were to con-
sider realinement, elimination, and transfer of functions.
Army officials believed most of the reductions could be made
byv transferring functions to field activities. The Secretary
of the Army reviewed and approved the plans.

Navy and Marine Corps plans

Navy officials developed detailed plans which specified
the positions to be consolidated, eliminated, or transferred.
These plans evolved after officials had consulted various
Navy activities, reviewed duties and functions, held brief-
it.-n, and considered other factors such as redundancy and
the professional-to-clerical ratio. The Deputy Under Secre-
tary of Navy conducted briefings covering

--mission and major functions,

-- organization charts,

-- justification for proposed fiscal year 1977 manpower
requests, and

-- functio 1l transfers.

Air Force plans

On April 12, 19/8iR, the Air Force announced plans to
realine and reduce departmental headquarters staff and other
Air Force activities in the National Capital Region. The
proposed actions would achieve the reductions ordered by the
Secretary of Defense, reducing Air Force headquarters by
approximately 1,360, or 29.5 percent, against a January 31,
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1977, actual strength of 4,610 Persons. The specific ac-
tions planned and the approximate number of positions that
may be affected are

-- transfer 180 to Air Force major command management
headquarters,

--transfer 700 to Air Force field activities,

-- eliminate 220 authorized management headquarters
positions, and

-- realine 260 authorized positions to an administrative
support group.

Air Force officials did not permit us to review the
plans since the details were yet to be worked out.

ACTIONS TAKEN TO ACHIEVE
THE REDUCTIONS

Actions completed at the time of our study showed that
the headauarters staff reductions were being achieved pri-
marily throiugh transfer of functions, positions, and people
to other organizations. Some civilian employees accepted
early retirement, but few were separated involuntarily. De-
tails are summarized below and shown in detail in the appen-
dixes.

OSD action

As of February 1, 1978, OSD had completed staff reduc-
tions amounting to 24.1 percent, although the actual countfor some OSD components exceeded the ceiling set by the
Secretary. The reduction included eliminating 255 positions
through attrition and reduction in forc.e, and transferring
420 positions to other offices. (See 1-ps. II and III.) The
military and civilian personnel mix remained relatively
stable.

Washington Headauarters Services

On October 1, 1977, OSD established Washington Head-
auarters Services (WHS) to consolidate OSD administrative
services and operating functions within certain DOD National
Capital Reqiori service and support activities. The Deputy
Assistant Secretary of Defense (Administration) serves as
the Director of WHS. According to his documentation, head-
quarters administrative support responsibilities had extended

7



beyond OSO and ' it was not correct nor beneficial to include
the positions for these functions as part of OSD strength.
The new organization will continue to support OSD, its field
activities, and certain Defense agencies and joint activi-
ties which do not have internal administrative support
capability.

In establishing WHS, OSD reduced its size by trans-
ferring 265 positions, 63.1 percent of OSD's total trans-
fers. This made Up the bulk of the 357 authorized WHS
positions requested.

Army actions

As of February 1, 1978, Army had largely completed its
headquarters staff reductions, which amounted to 24.1 per-
cent. This included elimihating 213 positions and trans-
ferring 1,081 positions to field operating activities.
(See app. IV.) The ratio of military and civilian personnel
remained relatively unchanged.

Most of the Army's reduction was achieved by converting
6 of its 10 staff support agencies (SSAs) to field operation
agencies (FOAs). This accounted for 71 percent of its trans-
fers and over 59 percent of its total reductions. Through
functional analysis the Army found that SSAs had been giving
most of their support to field activities. An Army requla-
tion provides that an organization is considered a staff
support activity when most of its efforts and resources pro-
vide support to a headquarters activity. The Army applied
this criterion in its justifications for transferring the
SSAs to FOAs.

Another action involved transfer of the Army's Direc-
torate of Finance and Accounting (DFA), the principal head-
quarters staff office responsible for policy and procedural
guidance in finance and accounting, from Washington to the
Army Finance and Accounting Center, Fort Benjamin Harrison,
Indiana. (See p. 12.) On November 27, 1977, the Army
transferred this organization (85 positions--ll r~lilitary
and 74 civilian) to better coordinate accounting policy and
operations personnel. The physical relocation of the em-
ployees affected was scheduled to be completed by July 1978.
This transfer was included in the current reduction, and the
activity is no longer considered part of headquarters.

Even though the transfer may have been necessary to
alleviate problems ia developing and implementing account-
ing systems, there are indications that the Army should
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continue to report DFA personnel as part of headquarters
strength. A 1977 Army manpower study that recommended
transferring only 15 spaces described as being related to

operational functions made no mention of transferring DFA
itself. Also, a high-level Army official said that DFA

would not have been transferred at this time had it not
been for the Secretary of Defense's reduction mandate.

Less than half of the 213 Army positions eliminated
were related to PBD 324 action.

Navy and Marine Corps action

When we completed ovr study the Navy and Marine Corps

were still processing their reductions. Although all the

positions for elimination or transfer had been identified
as of February 1, 1978, a significant number of military and

civilian personnel re ained on board. The reduction, ount-

ing those still on board, was 24 percent. Attrition and
reduction in force eliminated 351 positions. Transfer of

functions removed 552 positions. (See app. V.) The Navy's

ratio of military and civilian personnel remained basically
unchanged, but an imbalance existed between Marine Corps

civilian and military cuts.

The Navy redesignated a headquarters activity as a
lower level shore activity, changing its name and modifying

its mission. Although it is considered a management head-

quarters support activity and still reports to the Chief of

Naval Operations, it is no longer considered part of Naval
Operations (OPNAV). Its redesignation as an OPNAV support
activity accounted forL 254 of the Navy's 552 transfers.

As of January 31, 1977, the ectual staLf count included

135 Navy secretariat and staff members (84 m.]itary and

51 civilian) whose positions were being eliminated under
PBD 324. However, they were considered part of the Secre-
tary's announced reduction.

All 134 Marine Corps positions (125 military and 9

civilian) counted as part of the Secretary's announced re-

duction were attributable to PBD 324 and were eliminated in

October 1976. Militrry positions were vacated through normal
attrition. Civilan incumbents are being retained in present

positions as long as funding and placement considerations
permit.
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Air Force action

Although the Air Force had done extensive planning, it
had taken little action at the time of our study. On
April 12, 1978, the Secretary of Defense approved the Air
Force proposal which included realinement of organizations
outside the headquarters.

Air Force officials believe most personnel reductions
will be achieved through attrition, transfer, and early re-
tirement, but some involuntary civilian reductions may be
required. However, the number of civilian personnel who
may be involuntarily separated, if any, is not yet known.
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CHAPTER 3

EFFECTS OF STAFF REDUCTIONS ON

PERSONNEL AND OPERATIONS

Reducing OSD and service headquarters staffs and
reorganizing the headquarters affected many persons in dif-
ferent ways. Because functions were transferred and organi-
zations were realined, operations were affected. Actual or
perceived effects on OSD and the services (except the Air
Force), noted at the time of our study, are summarized below.

EFFECTS ON PERSONNEL

OSD and the services attempted to minimize negative
effects on personnel. Some persons remained with their
functions in different organizations or were assisted in
finding other jobs; some were offered early retirement; only
a few were separated involuntarily.

The table below shows the number of people removed from
DOD's payroll as a result of the reduction. Others may have
separated through normal attrition.

OSD Army Navy

Retirements:
Optional 6 4 11
Early out 15 - -

Resignations 9 - 2
Involuntary
separations 14 - 1

Iotal 44 4 14

Transfers

Transferring functions from headquarters to other
organizations accounted for approximately 71 percent of the
reductions, not including the Air Force. The positions iden-
tified for transfer as of January 31, 1978, are shown below
by component-
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Number of Positions Affected

Transfer Percentage
Total of of

Component reductions functions total reduction

OSD and OSD field
activities 711 420 59.1

Army 1,294 1,081 83.5
Navy 903 552 61.1

Total 2,908 2,053 70.6

The Army had the largest percentage of transfers. Most
were achieved by redesignating staff support agencies as
field operating agencies, about 71 percent of the transfers.
We could not determine whether any adverse effects were as-
sociated with these transfers, primarily because few changes
of functions or physical relocations were involved.

Most transferred functions, positions, and personnel
remained in the National Capital Region. As of January 31,
1978, the largest transfer outside the region was the Army's
transfer of its Directorate of Finance and Accounting to the
Army Finance and Accounting Center at Fort Benjamin Harrison,
Indiana. (See p. 8.) Eleven military and 74 civilian
authorized positions were officially transferred on Novem-
ber 27, 1977, although on October 1, 1977, only 10 military
and 64 civilian positions were occupied.

To minimize the adverse effect on people, the Army's
planned completion date for the relocation of employees was
set for July 1, 1978. This not only allowed tie employees
time to adjust but also provided the Army time to recruit
employees to fill positions vacated by employees who did not
accept the offer to transfer. As of mid-June 1978 only 6 of
the 64 civilian employees had elected to transfer to Indiana.
The Army was attempting to place the remaining employees in
other jobs.

Optional early retirement

The Civil Service Commission authorized optional early
retirement fo; OSD between September 9, 1977, through Jan-
uary 6, 1978, and for the Air Force between December 19, 1977,
through March 6, 1978. The following table coh,,pares the num-
ber of eligible persons who elected to retire with the number
OSD and Air Force estimated would retire.
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Actual Expected
retirements retirements

OSn 15 70
Air Force 6C 75 to 80

The early retirements permitted DOD to retain younger
persons who were being trained for more responsibility and
who would be able to provide organizational continuity.

Army and Navy reductions were made without using early
retirement authority. The Army had requested OSD permission
to seek Civil Service Commission authority for early retire-
mints, but OSD felt the Army had not shown the need and would
not endorse its request. Army officials said this had no
significant effect on their reductions because Army plans
called for achieving most of the reduction by transferring
functions and because the planning process was well under-
way when it learned of OSD's decision. The Navy did not
seek early retirement authority because officials felt it
was unneeded.

Separations

Few involuntary separations occurred during the reduc--
tion. As of January 31, 1978, only 15 employees of OSD,
Army, and Navy had been separated involuntarily as a result
of the Secretary of Defense's reduction initiative. A
Defense-wide hiring freeze prohibited hiring personnel from
outside the agency unless eligible DOD employees were un-
available.

Assistance provided to
displaced employees

Several types of assistance are provided to displaced
employees, including use of the Reemployment Priority List,
the DOD Priority Placement Program, the Civil Service Com-
mission's Separated Career Employee Program, and Federal/
State/local private employment contacts. Our report, "Im-
plementation and Ifpact Of ReJuctions In Civilian Employ-
ment, Fiscal Year 1D72" (B-180257, July 2, 1974), contains
information on these types of assistance. The numbers of
individuals using these services are unavailable.
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Overall military and civilian ratiorema relatively stable

In carrying out the reduction, managers within OSD andthe military services were to devise plans to show the posi-tions to be consolidated, transferred, or eliminated. Reduc-tions were to be balanced between Solitary and civilianpositions, as appropriate to the functions of the various
offices. Overall, this ratio remaiLed relatively stable.However, variations did occur withir. individual services.

EFFECTS ON OPERATIONS

Federal agencies constantly uner£go operational andorganizational changes, and some recent DOD changes havebeen the result of the Secretary of Defense's reductionannouncement and its implementation. We discussed the im-pact of the reduction with selected officials in-nineorganizations within OSD and the military services to deter-mine the real or perceived effects the reduction had ontheir operations.

Changes in functions,
priorities, and workload

Reorganizing and realining functions occurred in the com-ponents reviewed but not necessarily because of the reduction.In some cases, the r duction announcement accelerated thechanges. For example, realinement of several accountingfunctions in the Office of the Comptroller of the Navy hadbeen proposed before the reduction announcement. Similarly,transfer of the Army's Computer Systems Selection and Ac-quisition Agency to a field operating agency had been con-sidered before the reduction,

Changes in workload and mission occurred in severalcomponents during that period the reduction was being imple-mented. These changes did not directly result from the re-duction. For example:

-- OSD's International Security Affairs (ISA) acquiredseveral functions during and after the reduction.
An official said these new functions belong with ISA.

-- In the Office of the Deputy Chief of Naval Operations
(Plans, Policy, and Operations), new functions wereadded during the reduction.
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--The Army's Concepts Analysis Agency, a staff support
agency, was redesignated a field operating agency.
It acquired new functions, broadened its mission,and increased its workload as a result of several
factors. The broadened mission resulted in part
from other OSD changes, not the reduction. The
changes in workload and mission were, for the most
part, made to adapt to changing responsibilities
rather than to facilitate the reduction.

Carrying out the reduction required each DOD componentaffected to reevaluate its operations to determine which
programs could best absorb the reduction. This process in-
cluded identifyir3 new functions and deleting old ones.Several components did not rearrange priorities, and one ex-
pressed dismay over the prioritization process. For example,OSD's Health Affairs Office did not rearrange priorities,
and an ISA official expressed concern over "tyranny of the
inbasket."

Ability to perform mission

Several DOD officials were concerned about the effective-
ness of their operations as a result of the loss of functions
and Personnel. Other officials noticed no apparent disrup-
tion.

An official in the Office of the Deputy Chief of Naval
Operations (Plans, Policy and Operations) said that the re-
duction has impaired the Office's ability to carry out its
primary mission, long-range planning. With fewer persons
carrying an increased workload its flexibility and respon-
siveness are reduced. This official said that the timespent on other functions of the component is not adequate
and that additional personnel would significantly improve
the quality of the products pro'duced.

An ISA official said the reduction adversely affected
his component's ability to perform. The smaller staff isless responsive to the issues it is addressing and is less
able to take on new ones. Also, this official said theWashington Headquarters Service has not provided adequate
support, compounding ISA's problems. He concluded that
ISA's operations, planning, and morale have suffered. In
an October 31, 1977, memorandum, the Director, Defense
Security Assistance Agency, informed the Deputy Secretary
of Defense that the proper management of the Security
Assistance Program throughout DOD is being adversely af-
fected by restrictions on personnel authorizations.
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The reduction will inevitably disrupt some components'
operations. At this time it cannot be determined whether
the impact of the reduction will affect operations in tle
long run.

Work force composition

Displacement of professional employees, common during
a reduction, can adversely affect an organization's opera-
tions; and this reduction had such an effect on some com-
ponents.

In the Office of the Deputy Chief of Naval Operatior
(Plans, Policy and Operations), the reduction resulted in
the loss of some high-grade civilian employees. Since mili-
tary personnel also rotated or were not replaced, this of-
fice lost experienced and skilled professionals. A Navy
official felt that the seriousness of these losses varied
by function and would present only a short-term problem
because the remaining professionals are of high caliber.
He also felt that additional positions may be added to the
component. Army Directorate of Finance and Accounting of-
ficials had similar views.

The Marine Corps also lost skilled and experienced
personnel, both military and civilian. However, realining
vacant positions where they were most needed helped com-
pensate for these losses.

In general, the DOD components we studied had some
changes in work force composition but found ways to lessen
the impact of the changes. Most components had no major
changes since few employees were actually separated from
DOD's payroll.

Sources of manpower

Components can use alternate manpower resources to
compensate for personnel losses caused by a reduction.
Of the officials interviewed, only those in OSD, ISA, and
one Navy component said they had experienced significant
changes in the way they used their resources.

Although statistics were not available, the reduction
has resulted in major changes in manpower resources used.
For instance:

-- ISA is using Foreign Service officers, temporary
overstrengths, and temporary duty personnel more
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extensively. An IS, 3fficial said the reduction
accelerated work force changes that would have
occurred anyway. Also, military personnel now
often work overtime without additional compensa-
tion. However, ISA is considering the feasibility
of converting as many military positions as pos-
sible to civilian positions to permit payment of
authorized overtime.

--The Office of the Deputy Chief of Naval Operations
(Plans, Policy and Operations) is using Navy 3up-
port agencies to perform various in-house aazlyses.

Requests for additional manpower

Most DOD components studied have requested more person-
nel since the reduction was made. Personnel are needed to
carry out new functions which have been added:

-- After the Navy announced it had achieved the reduc-
tion goal, the Office of the Deputy Chief of Naval
Operationis (Plans, Policy and Operations) requested
additional personnel. If approved, these persons
(approximately 30 civilian and military) could be
used for new functions such as foreign military
sales and the Saudi Naval expansion Program.

-- The Marine Corps request for approximately five mili-
tary and seven civilian positions fur operations
analysis was approved.

--The Army's Concepts Analysis Agency has not hired
additional personnel but has requested 17 more posi-
tions for its increased workload. Agency officials
feel they can get the positions since they are now a
field operating agency and no longer part of depart-
mental headquarters.
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CHAPTER 4

CONCLUSIONS

In the Secretary of Defense's reduction, emphasis was
placed on consolidating related functions, eliminating un-
necessary or marginal functions, and transferring to lower
echelons those functions which were primarily operational.
Top-level departmental headquarters staffs were to Limit
their functions to policy development, resource management,
and program evaluation. The Secretary said these changes
will ultimately make possible significant savings for the
taxpayer through improved use of the Nation's defense re-
sources.

According to the information obtained from DOD and
service officials, the reduction has not been completed.
Although OSD, Army, and the Marine Corps have largely
completed the reduction, the other services are still im-
plementing their reductions.

Responding to a question asked by the Chairman, Sub-
committee or Defense, Senate Committee on Appropriations,
the Principal Deputy Assistant Secretary of Defense
(Comptroller) said the Secretary had expected absolute re-
ductions of personnel to occur. DOD attempted to minimize
the adverse impact on employees through the planning, im-
plementation, and execution of the reduction. According
to statistics obtained during our study, most of the reduc-
tions were achieved by transferring functions, people, and
positions to nonheadquarters activities. Although OSD,
Army, and Navy had reduced authorized positions by about
2,900, only 62 employees had been removed from DOD's payroll
through retirement, resignation. or involuntary separation.

Consistent with the proper management of DOD's resources
is the need to know what these resources are, how they are
used, and how they will be affected by future requirements.
We noted that DOD officials had considerable difficulty
compiling statistics regarding personnel on board.

Organizational change associated with personnel reduc-
tions is not uncommon. The impact of such changes cannot
be fully and objectively evaluated when they carry over in
the planning and execution of subsequent actions. This
problem is illustrated by requests for additional personnel
by some organizational components after the Secretary of
Defense's announced reduction was achieved.
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The task of organizing and managing resources andprograms in the most economical, efficient, and effective
way involves a comprehensive analysis of the current andfuture organizational framework within which the agencyoperates. DOD has demonstrated its desire to make organ'.-
zational and management reform a matter of high prioritybut apparently has not fully considered the impact of thecurrent reduction on the operations of the agency. Accord-ing to the information furnished and comments made byseveral officials interviewed, some DOD components havebeen adversely affected in their ability to carry out theirresponsibilities. The reduction's impact on long-term
operations cannot be determined at this time.
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