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T h i s  is our  f i r s t  annua l  r e p o r t  of summaries of GAO 
c o n c l u s i o n s  and recommendat ions  on Department  of  Defense  
o p e r a t i o n s  which we b e l i e v e  w i l l  be of i n t e r e s t  t o  your 
Committee i n  i t s  r ev iew of t h e  D e p a r t m e n t ' s  budge t  r e q u e s t  
f o r  f i s c a l  yea r  1976. Our r e p o r t s  have p r e v i o u s l y  b r o u g h t  
these  matters  t o  t h e  a t t e n t i o n  of t h e  Congres s  and d e p a r t -  
men ta l  o f f i c i a l s .  we have n o t  i n c l u d e d  s u g g e s t e d  q u e s t i o n s  
t o  be asked  i n  a p p r o p r i a t i o n  h e a r i n g s ;  however,  we w i l l  
s u g g e s t  s p e c i f i c  q u e s t i o n s  on t h e  items summarized i f  you 
d e s i r e .  

T h i s  r e p o r t  r e p l a c e s  our p r e v i o u s  a n n u a l  r e p o r t  of 
S i g n i f i c a n t  Aud i t  F i n d i n g s  i n  t h e  Department  of  Defense .  
A r e p o r t  summarizing our  c o n c l u s i o n s  and recommendat ions  
on c i v i l  d e p a r t m e n t  and agency  o p e r a t i o n s  is b e i n g  s u b-  
m i t  t e d  separ a te1  y . 

Copies  are b e i n g  s e n t  t o  t h e  Department  of Defense  
and t h e  m i l i t a r y  d e p a r t m e n t s  so t h a t  t h e y  may answer any  
i n q u i r i e s  made on these issues d u r i n g  t h e  a p p r o p r i a t i o n  
h e a r i n g s .  

C o m p t r o l l e r  G e n e r a l  
of t h e  Un i t ed  S t a t e s  
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NATIONAL DEFENSE 

DEPARTMENT OF DEFENSE--MILITARY 

COMMUNICATIONS 

Need t o  Consol ida te  R e s p o n s i b i l i t y  f o r  
Automatic D i g i t a l  Network (AUTODIN) T e r m i n a l s  

Department of Defense 

No s i n g l e  o rgan iza t ion  i n  t h e  Department h a s  respons i-  
b i l i t y  and a u t h o r i t y  for  t o t a l  p lanning and ope ra t ing  of the 
AUTODIN system. Problems a s s o c i a t e d  w i t h  t h i s  fragmented 
managerial  r e s p o n s i b i l i t y ,  are exempl i f ied  i n  t w o  Defense 
communications programs--a 6-year-old program c o n s o l i d a t i n g  
ex i s t i ng  AUTODIN t e r m i n a l s  and a program automating AUTODIN 
centers. 

GAO found t h a t  t e r m i n a l s  had n o t  been conso l ida t ed  as 
much as p o s s i b l e  e The c o n s o l i d a t i o n  program w a s  i n i t i a t e d  
i n  1968, and AUTODIN t e r m i n a l s  had inc reased  from 1 , 1 2 4  t o  
1 , 1 8 2  by June 1973.  In  a review of  t e r m i n a l s  i n  f i v e  geo- 
g r a p h i c a l  a r e a s ,  GAO e s t ima ted  tha t ,  wi th  an e f f e c t i v e  con- 
s o l i d a t i o n  program, $2.6 m i l l i o n  i n  annual  o p e r a t i n g  costs 
could be saved.  

The automation program w a s  t o  inc lude  equipment f o r  103 
centers a t  an e s t ima ted  cost  of over $100 m i l l i o n .  The  m i l -  
i t a r y  departments d i d  n o t  e f f e c t i v e l y  j u s t i f y  and coo rd ina t e  
their  automation p l ans :  consequent ly  unneeded automation 
equipment u n i t s  were be ing  developed. I n  the areas w e  re- 
viewed, the  m i l i t a r y  planned to  i n s t a l l  1 5  u n i t s  a l though ,  
i n  our op in ion ,  4 would have been s u f f i c i e n t .  

GAO recommended t h a t  the S e c r e t a r y  of  Defense (1) des-  
i g n a t e  a s i n g l e  manager wi th  the a u t h o r i t y ,  r e s p o n s i b i l i t y ,  
and r e sou rces  necessary  f o r  managing the t o t a l  AUTODIN sys-  
tern, including t e rmina l s ,  ( 2 )  d i r e c t  t h e  manager t o  re-  
view and e v a l u a t e  t he  p o t e n t i a l  f o r  c o n s o l i d a t i n g  t e r m i n a l s  
and t h e  requirements  f o r  automating c e n t e r s  on a comprehen- 
s i v e  Defense-wide basis and t o  t a k e  neces sa ry  implementing 
a c t i o n s ,  and (3)  d i r e c t  the manager t o  f r e e z e  f u r t h e r  imple- 
mentation of automation p l a n s ,  t o  the e x t e n t  economical ly  

.- -- __ _- _ _  __- - 
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and o p e r a t i o n a l l y  feas ib le ,  pending h i s  review.  

Although Defense o f f i c i a l s  ag reed  tha t  the e x i s t i n g  
management s t r u c t u r e  d i d  create some d i f f i c u l t i e s  and tha t  
there had been delays and d e f i c i e n c i e s  i n  the c o n s o l i d a t i o n  
and automat ion  programs, t h e y  b e l i e v e d  tha t ,  under  the cir- 
cumstances ,  the c u r r e n t  management ar rangements  and approach 
may be the most r ea l i s t i c ,  viable, and effective. 

GAO believes tha t  the most e f f e c t i v e  s o l u t i o n  is  to 
c e n t r a l i z e  p l a n n i n g  and c o n t r o l  of r e s o u r c e s  for  c o n f i g u r a-  
t i o n  of f a c i l i t i e s  t o  s a t i s f y  approved needs and r e q u i r e -  
ments.  T h i s  s o l u t i o n  would e l i m i n a t e  the c u r r e n t  w a s t e f u l  
and d u p l i c a t i v e  m i l i t a r y  depar tment  p l a n n i n g  e f f o r t s  and 
the d e l a y s  and problems i n c i d e n t  t o  o b t a i n i n g  i n t e r s e r v i c e  
c o o r d i n a t i o n  under the p r e s e n t  management s t r u c t u r e .  
(B-169857, J u l y  1 7 ,  1974.) 

A p p r o p r i a t i o n s  

S i n c e  communication i n v o l v e s  research and development,  
procurement ,  c o n s t r u c t i o n ,  o p e r a t i o n s ,  and p e r s o n n e l ,  it 
c u t s  across most a p p r o p r i a t i o n  categories of each of the 
m i l i t a r y  depar tments .  

Issues for consideration by the 
Committees on Appropriations 

1. Large s a v i n g s  are available through e f f e c t i v e  man- 
agement of the AUTODIN sys tem,  

2. T h e  s o l u t i o n  t o  e f f e c t i v e  management is  t o  desig- 
n a t e  a s i n g l e  manager w i t h  the a u t h o r i t y ,  r e spon-  
s i b i l i t y ,  and r e s o u r c e s  n e c e s s a r y  f o r  managing the 
t o t a l  AUTODIN sys tem,  i n c l u d i n g  t e r m i n a l s ,  

2 



MAINTENANCE, W P A I R ,  AND OVERHAUL 

Department of  the A i r  Force 

The San Antonio A i r  L o g i s t i c s  Center  ( fo rmer ly  A i r  M a-  
t e r i e l  A r e a )  could  improve i t s  use  of direct  r e sou rces  for  
r e p a i r i n g ,  overhaul ing ,  and modifying end- items. Although 
the p o t e n t i a l  sav ings  from s t r eng then ing  management c o n t r o l s  
w e r e  n o t  f u l l y  measured, t hey  could amount t o  s e v e r a l  m i l -  
l i o n  d o l l a r s .  

The C e n t e r ' s  work measurement system, which w a s  in tend-  
ed t o  improve l abo r  p r o d u c t i v i t y  and provide decisionmaking 
data,  f e l l  s h o r t  of i t s  o b j e c t i v e s  because of i n f l a t e d  or 
i napprop r i a t e  l abo r  s t anda rds  and incomplete p r o d u c t i v i t y  
ana lyses  e 

There are o p p o r t u n i t i e s  f o r  reducing accumulations of 
unneeded p a r t s  i n  maintenance shops by improving d i r e c t  m a-  
t e r i e l  s t anda rds  and c o n t r o l  over p a r t s  removed f r o m  com- 
ponents undergoing r e p a i r .  

The C e n t e r ' s  36 pe rcen t  general- purpose machine-use 
rate i n d i c a t e d  unneeded machines w e r e  on hand. Removing 
these machines would i n c r e a s e  use  of the remaining ones, 
reduce investment i n  a d d i t i o n a l  ones ,  make exces s  ones a v a i l -  
able t o  other Department of Defense i n s t a l l a t i o n s ,  and in-  
crease f loo r space  i n  the shops. 

Procedures f o r  reviewing repair- or- purchase  d e c i s i o n s  
can be improved. Although the Center  w a s  r e q u i r e d  t o  c o m-  
pare  the expected r e p a i r  c o s t s  w i t h  the c a t a l o g  p r i c e s ,  GAO 
found the costs of r e p a i r i n g  some i t e m s  had exceeded c a t a l o g  
p r i c e s .  GAO a l so  found tha t  the Center  i ncu r r ed  high s i c k  
l eave  rates ,  which r ep re sen ted  a large loss of p o t e n t i a l  
manpower. 

GAO recommended t o  the S e c r e t a r y  of Defense t h a t  the 
San Antonio A i r  Logis t ics  Center Commander: 

1. Develop v a l i d  eng inee r ing  s t a n d a r d s  f o r  those  jobs 
having h igh-volume work loads  . 

3 



2. 

3, 

4. 

5 .  

Establish a r e a l i s t i c  s i c k  l eave  g o a l  and i d e n t i f y  
and c o r r e c t  the causes  of exces s ive  s i c k  l eave .  

Make a complete phys i ca l  inventory  of p a r t s  i n  the 
shops and e s t a b l i s h  rel iable inventory  r eco rds  of 
p a r t s  i n  p rocess .  

Develop a program f o r  accumulating a c t u a l  equip-  
ment use d a t a .  

Establish procedures  f o r  prompt and rel iable deci- 
s i o n  reviews f o r  r e p a i r i n g  or r e p l a c i n g  p a r t s .  

GAO d i scussed  i t s  f i n d i n g s  wi th  San Antonio A i r  Logis-  
t i c s  C e n t e r  and A i r  Force L o g i s t i c s  Command o f f i c i a l s .  
They have taken or p l an  t o  take a c t i o n s  on m o s t  of the prob- 
l e m s  found. (B-159896, Apr. 11, 1974 . )  

Appr opr i a t  ion 

Operation and Maintenance ( A i r  Force)  

The matters d i scussed  i n  t h i s  r e p o r t  are similar t o  
problems i d e n t i f i e d  a t  o t h e r  Defense i n d u s t r i a l  a c t i v i t i e s .  
Our recommendations provide o p p o r t u n i t i e s  f o r  more effec- 
t i v e  maintenance and r e p a i r  c a p a b i l i t y  u t i l i z a t i o n  and 
could i n c r e a s e  p r o d u c t i v i t y  a t  these a c t i v i t i e s .  

4 



MAINTENANCE, REPAIR, AND OVERHAUL 

Depot Maintenance i n  Germany--a Cos t ly  Operat ion 

Department of the Army 

The environment i n  w h i c h  the Army o p e r a t e s  depot  main- 
tenance p l a n t s  i n  Germany has changed. There i s  no longer  
an excess  of laborers, and labor c o s t s  have i 'ncreased. 
Maintenance costs have a l s o  i nc reased  because of dollar de- 
v a l u a t i o n ,  h i g h  i n f l a t i o n  i n  Germany, and reduced l e v e l s  of 
depot  maintenance ope ra t ions .  

GAO reviewed three depot  maintenance p l a n t s  i n  Germany 
--at Boeblingen, Schwaebisch Gmuend, and Mainz--to deter- 
mine the e f f e c t i v e n e s s  of their ope ra t ions .  Our review cen- 
t e r e d  on maintenance of tac t ica l  and combat t r acked  v e h i c l e s .  

I n  reviewing depot  o p e r a t i o n s ,  GAO found tha t  the veh i-  
cle  overhaul  cr i ter ia  w e r e  n o t  c o r r e c t l y  a p p l i e d ,  depo t s  
w e r e  doing work that  should have been done by subord ina t e  
r e p a i r  a c t i v i t i e s ,  f r equen t  workload f l u c t u a t i o n s  adve r se ly  
a f f e c t e d  work s c h e d u l i n g  and personnel  requ i rements ,  and 
c o s t s  were recorded inaccu ra t e ly  or accounted f o r  improperly.  

. _  

Because of r i s i n g  c o s t s  t h e  Army decided t o  c l o s e  t h e  
Schwaebisch Gmuend p l a n t .  

GAO made recommendations t o  improve. depot o p e r a t i o n s  
i n  Germany and t o  c l o s e  t h e  Boebingen p l a n t .  The Army 
c losed  t h e  Boeblinqen p l a n t  e f f e c t i v e  December 31, 1 9 7 4 .  

The Department of Defense g e n e r a l l y  agreed - w i t h  G A O ' s  
recommendations. (B-163143, June 1 2 ,  1974.) 

Appropr ia t ion  

Operat ion and Maintenance ( A r m y )  

Issue f o r  c o n s i d e r a t i o n  by t h e  
Committees on AmroDr ia t i ons  

Although the Army has reduced depot  suppor t  i n  Europe, 
there may s t i l l  be o p p o r t u n i t i e s  f o r  f u r t h e r  r e d u c t i o n s  and 
r e l a t e d  sav ings .  Subordinate  r e p a i r  a c t i v i t i e s  could  do 
a d d i t i o n a l  work and s o m e  of the workload could  be shif ted t o  
the c o n t i n e n t a l  United States ,  thereby  reduc ing  the mainte-  
nance workload i n  Europe. 
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MAINTENANCE. REPAIR, AND OVERHAUL 

Need for  ImDrovement i n  I n d u s t r i a l  
1VlanagemZnt a t  Puget Sound Shipyard 

Department of the Navy 

GAO made an i n d u s t r i a l  management review a t  t h e  Puget 
Sound Naval Shipyard t o  determine (1) t h e  impact on ship-  
yard opera t ions  of fewer sh ips  i n  the a c t i v e  f l e e t ,  ( 2 )  the 
impact of decreased employment a t  naval  shipyards,  and ( 3 )  
the p o s s i b i l i t y  of improving p roduc t iv i ty  i n  shipyards.  

GAO concluded t h a t  managing a naval shipyard e f f i c i e n t -  
l y  and economically is  d i f f i c u l t  because of some l i m i t i n g  
factors b u t  that  Puget Sound could r a i s e  i t s  p roduc t iv i ty  
by improving (1) machine-use d a t a ,  ( 2 )  the shipyard work 
measurement system and ( 3 )  t h e  q u a l i t y  assurance system. 

The best way t o  improve o v e r a l l  shipyard p roduc t iv i ty  
i s  t o  increase  and s t a b i l i z e  workload and t o  develop a v ia-  
ble means of balancing manpower requirements w i t h  workload. 

GAO made severa l  recommendations t o  the Secre tary  of 
the  Navy appl icable  t o  a l l  shipyards and s p e c i f i c a l l y  appl i-  
cable t o  the Puget Sound shipyard.  GAO developed a math- 
ematical  model which, w i t h  refinement,  could p o t e n t i a l l y  be 
used a s  an a n a l y t i c a l  t o o l  f o r  eva lua t ing  gross  manpower 
and f a c i l i t y  needs and o v e r a l l  shipyard resource use.  The 
Navy genera l ly  agreed with most of GAO's recommendations, 
b u t  d i d  no t  agree t h a t  a more systematic  means w a s  needed 
f o r  fo recas t ing  manpower requirements i n  r e l a t i o n  t o  ship-  
yard workloads or t h a t  the  model which GAO developed could 
be used t o  measure shipyard performance. Ins tead ,  the  Navy 
of fered  another approach f o r  developing a measure of ship-  
yard performance. GAO b e l i e v e s  the Navy's approach is  es- 
s e n t i a l l y  the same as e a r l i e r  unsuccessful e f f o r t s  t o  mea- 
sure  shipyard performance. (B-118733, Aug. 5 ,  1974.) 

Appropriation 

Operation and Maintenance (Navy) 
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Issue for consideration by the 
Committees on Appropriations ----?----- 
----~---------------- 
--------------------------- 

There i s  a p o t e n t i a l  f o r  improved p r o d u c t i v i t y  a t  nava l  
sh ipyards  through improved workload f o r e c a s t i n g .  
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MAINTENANCE, FEPAIR,  AND OVERHAUL 

ivianagement of A i r c r a f t  Ivlodif i c a t i o n  Programs 

Department of Defense 

A t  the beginning of f i s ca l  year  1974 ,  there w a s  a back- 
log  of modi f ica t ion  work f o r  a l l  the s e r v i c e s  t o t a l i n g  4 2  
m i l l i o n  man-hours and r e q u i r i n g  $600 m i l l i o n  t o  complete. 
S ince  1970  t h e  Air Force h a s  i nc reased  i t s  backlog s l i g h t l y  
w h i l e  the Army and the Navy have g r e a t l y  reduced the i rs .  
However, t h e  Navy's materiel inventory  i s  i n o r d i n a t e l y  l a r g e  
when compared t o  t h e  o t h e r  s e r v i c e s .  GAO found a need f o r  
management improvements i n  a l l  of the s e r v i c e s .  

I n  a r e p o r t  t o  the Congress, GAO recommended t h a t  the 
S e c r e t a r y  of Defense i s s u e  guidance t o  the s e r v i c e s  and in-  
s u r e  t h a t  t hey  (1) develop and submit s t anda rd i zed  backup 
data showing i n s t a l l a t i o n  costs and schedules ,  and ( 2 )  make 
g r e a t e r  use  of the maintenance c a p a b i l i t y  tha t  e x i s t s  below 
the depot  l e v e l .  GAO recommended tha t  the Navy c a r e f u l l y  
e v a l u a t e  i t s  backlog of modi f ica t ions  t o  be s u r e  t h e y  are 
s t i l l  needed and war ran t  the high c o s t  of i n s t a l l i n g  t h e m .  
GAO a l s o  made o t h e r  recommendations t o  the s e r v i c e s  f o r  i m-  
proving their  modi f ica t ion  program management. 

Defense o f f i c i a l s  g e n e r a l l y  agreed w i t h  G A O ' s  recom- 
mendations. The  A i r  Force d i sag reed  on the need f o r  more 
modi f ica t ion  work below the depot  l e v e l  because t h i s  might  
cause  d u p l i c a t i o n  of t o o l s  and equipment. GAO recognizes  
tha t  the equipment used i s  a c o n s i d e r a t i o n  i n  s e l e c t i n g  the 
mod i f i ca t ions  des igna ted  for  i n s t a l l a t i o n  below depot  l e v e l .  
Based on our obse rva t ions ,  modi f ica t ion  might be app l i ed  
sooner and the e x i s t i n g  maintenance c a p a b i l i t y  below depot  
l e v e l  could be used more e f f e c t i v e l y .  (B-157373, O c t .  1, 
1974,) 

Appropr i a t  i o n s  

Procurement 

Operation and Maintenance 
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1. More complete informat ion would be provided i f  the 
s e r v i c e s  developed and submit ted a d d i t i o n a l  summary data on 
i n s t a l l a t i o n  costs and schedules  when they  submit ted the i r  
budget  r e q u e s t s  for  modi f ica t ion  funds. T h i s  would show 
both  the procurement and o p e r a t i o n  and maintenance fund re- 
quirements  and would i n d i c a t e  whether the i n s t a l l a t i o n  phase 
of the modi f ica t ion  has been e f f e c t i v e l y  planned,  

2. Having more mod i f i ca t ions  i n s t a l l e d  below depot  
l e v e l  would speed up the completion of some mod i f i ca t ions  
and would i n c r e a s e  t h e  u t i l i z a t i o n  of the maintenance capac-  
i t y  a t  that l e v e l .  
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MANPOWER COMPE NSAT I ON 

Department of Defense 

A f t e r  reviewing m i l i t a r y  d i s a b i l i t y  r e t i r e m e n t s ,  GAO 
r e p o r t e d  t o  the S e c r e t a r y  of Defense  t ha t  i n c o n s i s t e n t  po l-  
icies  and p r a c t i c e s  of t h e  m i l i t a r y  departments might be re- 
s u l t i n g  i n  undue c o s t s  t o  the Government and i n e q u i t a b l e  
t r e a t m e n t  of d i s a b l e d  s e r v i c e  members, I t  w a s  noted tha t  
excess ive  t i m e  e l apsed  between the date Army and A i r  Force 
members were dec l a red  medica l ly  u n f i t  for  a c t i v e  s e r v i c e  
and the e f f e c t i v e  d a t e  of their  r e t i r e m e n t s .  For the 2- 
month per iod  sampled, GAO estimated t h a t  the Army and A i r  
Force could have saved between $825,000 and $1,845,000 by 
process ing  d i s a b i l i t y  retirements as e x p e d i t i o u s l y  as the 
Navy and Marine Corps. 
for overcoming t h i s  problem. 

The  report inc luded  recommendations 

GAO a lso noted t h a t  (1) there w e r e  important  v a r i a n c e s  
amoung the s e r v i c e s  i n  the r a t i o s  of permanent t o  temporary 
d i s a b i l i t y  r e t i r e m e n t s  and ( 2 )  i t  appeared that  conso l ida t-  
ing  the d i s a b i l i t y  p rocess ing  f u n c t i o n s  of the m i l i t a r y  de- 
par tments  would e l i m i n a t e  some of the i n c o n s i s t e n c i e s  d i s -  
cussed above. GAO suggested these t w o  matters be consid-  
e r e d  by the Department of Defense  i n  a m i l i t a r y  d i s a b i l i t y  
retirement s tudy  tha t  w a s  then underway. 

I n  i t s  comments on the r e p o r t ,  the Department g e n e r a l l y  
agreed w i t h  GAO's f i n d i n g s  and i n d i c a t e d  tha t  it w a s  imple- 
menting t h e  recommendations, The a c t i o n s  a l r e a d y  taken  on 
the recommendations to exped i t e  p rocess ing  d i s a b i l i t y  re- 
t i r emen t s  should r e s u l t  i n  annual  sav ings  of about  $8 m i l -  
l i o n  t o  the Government. (B-168308, Mar. 19,  1973.) 

Appropr ia t ion  

M i l i t a r y  Personnel  (Army) (Navy) ( A i r  Force)  

1, Opportuni ty  e x i s t s  f o r  e l i m i n a t i n g  i n e q u i t i e s  among 
the va r ious  m i l i t a r y  depar tments  i n  their  t reatment  
of  d i s ab l ed  personne l .  

-.r 
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2. F u r t h e r  s t u d y  of t h e  problem a r e a s  o u t l i n e d  i n  
GAO's r e p o r t  could  r e s u l t  i n  a d d i t i o n a l  s a v i n g s  
i n  t h e  m i l i t a r y  d i s a b i l i t y  r e t i r e m e n t  programs.  
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MANPOWER COMPENSATION 

De par tment o f  D e  f ense  

Federa l  c i v i l i a n  employees e a r n  13  days of  s i c k  leave  a 
y e a r ,  and any unused s i c k  leave i n c r e a s e s  employees'  s e r v i c e  
time i n  computing r e t i r e m e n t  a n n u i t i e s .  Neve r the l e s s ,  i t  i s  
f i n a n c i a l l y  advantageous f o r  employees t o  use  the  leave  be- 
f o r e  r e t i r i n g  because they  g e n e r a l l y  o b t a i n  a l a r g e r  annu i ty  
and r ece ive  f u l l  pay while on leave .  

GAO r epo r t ed  t o  t h e  S e c r e t a r y  of Defense t h a t  an exam- 
i n a t i o n  a t  5 m i l i t a r y  bases  r evea l ed  t h a t  (1) on May 31, 
1973,  246 employees were on extended s i c k  leave pending 
o p t i o n a l  r e t i r e m e n t  and rece ived  approval  f o r  an average of 
222 days of s i c k  leave valued a t  about $2 .7  m i l l i o n  and (2)  
du r ing  t h e  prev ious  6 months, 139 of  the  263 employees who 
o p t i o n a l l y  r e t i r e d  used an average of 172  days  o f  s i c k  leave 
valued a t  over $1 m i l l i o n  a f t e r  t h e i r  l as t  day of work. 

A t  t h r e e  i n s t a l l a t i o n s ,  r e q u e s t s  f o r  extended s i c k  
leave  were r o u t i n e l y  approved, u s u a l l y  wi thout  adequate med- 
i c a l  evidence support ing the  employees'  i n c a p a c i t y  for work. 
One base r equ i r ed  such evidence,  and t h e  o t h e r  p r o h i b i t e d  
extended s i c k  leave i n  connect ion w i t h  o p t i o n a l  r e t i r e m e n t .  
These varying p r a c t i c e s  may have occur red  because the  Depart- 
ment of  Defense had n o t  i s s u e d  g u i d e l i n e s  for  admin i s t e r ing  
t h i s  a spec t  o f  s i c k  leave .  

Employees who used extended s i c k  leave  remained on t h e  
p a y r o l l ,  and l i m i t a t i o n s  on funds and manpower spaces  pre- 
vented t h e i r  being r ep l aced  b y  b r ing ing  i n  a d d i t i o n a l  perma- 
nen t  employees. Consequently, work w a s  d e f e r r e d ,  t h e  work- 
load  o f  o t h e r  employees i nc reased ,  and overt ime w a s  r equ i r ed .  

About 300,000 Defense employees e i t h e r  were e l i g i b l e  o r  
were soon t o  be e l i g i b l e  for o p t i o n a l  r e t i r e m e n t  a t  t he  t i m e  
o f  G A O ' s  review. The widespread g r a n t i n g  of extended s i c k  
leave  could have become a major problem. Accordingly, GAO 
recommended t h a t  uniform p o l i c i e s  be e s t a b l i s h e d  r e q u i r i n g  
adequate medical  evidence of i n c a p a c i t y  f o r  d u t y  be fo re  
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approving extended s i c k  leave  and that Defense i n s t a l l a t i o n s  
review e x i s t i n g  c a s e s  o f  employees u s ing  such leave  pending 
o p t i o n a l  r e t i r e m e n t .  The Department h a s  i n d i c a t e d  t h a t  t h e  
recommendations would be implemented. (B-152073, Feb. 1 9 ,  
1974.) 

Appropr ia t ion 

Operat ion and Maintenance (Army) (Navy) ( A i r  Force)  

Issue f o r  consideration bv the 

Establ ishment  o f  uniform p o l i c i e s  throughout t h e  s e r v i c e s  
r e q u i r i n g  adequate medical  evidence o f  i n c a p a c i t y  for  d u t y  
be fo re  approving extended s i c k  leave  p r i o r  t o  r e t i r e m e n t  
could produce s i g n i f i c a n t  sav ings  i n  personne l  cos ts .  
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MANPOWER COMPENSATION 

Department of  Defense 

I n  Far E a s t  countri-es the  Department of Defense i s  re-  
quired t o  pay lump-sum separa t ion  allowances t o  about 72 ., 000 
fore ign  na t iona l s  when they  r e s i g n ,  r e t i r e ,  o r  a re  voluntar-  
i l y  separated,  The amount of the  payment i s  based genera l ly  
on length of se rv ice ,  r a t e  of pay a t  the  time of separation, 
and type of separa t ion ,  

Obligat ions f o r  separa t ion  allowances should be recorded 
when employees earn r i g h t s  t o  be pa id  i n  the f u t u r e .  The 
m t i d e f i c i e n c y  A c t  r equ i res  Federal. agencies to have an 
adminis t ra t ive  c o n t r o l  which r e s t r i c t s  ob l iga t ions  o r  ex- 
pendi tures  t o  amounts appropriated,  apportioned, o r  re-  
apportioned for appl icable  f i s c a l  per iods  a 

The Army and A i r  Force a re  o b l i g a t i n g  separa t ion  allow- 
ances a t  t h e  time they are  paid ins tead  of recording obl iga-  
t i o n s  a t  the  time they  are  incurred;  i o e a l  when employees 
earn  r i g h t s  t o  be paid i n  the  fu tu re .  

A s  a r e s u l t ,  the  two m i l i t a r y  se rv ices  have understated 
the  amount of o b l i g a t i o n s  recorded and repor ted  t o  the Con- 
gress .  We est imate t h a t  a t  June 30, 1973, unrecorded obli-  
ga t ions  amounted t o  $305 mi l l ion .  

The A r m y  and A i r  Force ob l iga te  and pay the  major por- 
t i o n  of allowances by r e s t o r i n g  unobligated balances of 
expired and merged prior- year appropr ia t ions  t h a t  had been 
withdrawn t o  the  Treasury ins tead  of reques t ing  s u f f i c i e n t  
o b l i g a t i o n a l  a u t h o r i t y  each year.  
of m o s t  of the  ob l iga t ions  u n t i l  a f t e r  annual appropr ia t ion  

Delaying the recording 

- accounts a re  merged i n t o  successor accounts r e s u l t s  i n  i n-  
_ -  adequate adminis t ra t ive  c o n t r o l  of funds. 

Although the  Navy records  ob l iga t ions  a t  the  time 
separa t ion  allowances a re  earned, it does not  record a l l  of 
the o b l i g a t i o n s  _ -  - aga ins t  the c u r r e n t  appropr ia t ion .  
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To i n s u r e  adequate a d m i n i s t r a t i v e  c o n t r o l  of funds and 
t o  charge t h e  p e r i o d  b e n e f i t i n g  from the  s e r v i c e s  rendered  
by f o r e i g n  n a t i o n a l s ,  t h e  c u r r e n t  a p p r o p r i a t i o n  should be 
o b l i g a t e d  for  t h e  f u l l  amount of t he  l i a b i l i t y  which acc rues  
dur ing  the  year .  

I n  a r e p o r t  to t h e  Congress, GAO recommended t h a t  t h e  
S e c r e t a r y  o f  Defense d i r ec t  t h e  m i l i t a r y  depar tments  t o  ( E )  
immediately r eco rd  a l l  unrecorded o b l i g a t i o n s  f o r  s e p a r a t i o n  
al lowances and ( 2 )  record  a l l  f u t u r e  o b l i g a t i o n s  when they  
a r e  i ncu r r ed .  Fu r the r ,  t h e  Sec re t a ry  should r e q u i r e  t ha t  
t h e  a ioun t  of o b l i g a t i o n s  recorded a g a i n s t  cur ren :  dpjr a 
p r i a t i o n s  be equa l  t o  t he  t o t a l  i nc rease  i n  lia’r?i1.5:;;.,. !,-s.~ 

s e p a r a t i o n  al lowances 

Beginning i n  f i scal  year  1976, Defense w i l l  r ecord  obli- 
g a t i o n s  a t  t h e  time s e p a r a t i o n  al lowances are earned; b i i t  it 
d i d  no t  agree  t o  record  a l l  e x i s t i n g  unrecorded obligations, 
It p l a n s  t o  d i s c l o s e  linrecorded o b l i g a t i o n s  i n  anrzual s ta te-  
ments sf f i n a n c i a l  cond i t i on  submit ted t o  the  T r e a m r y .  
(B-179343, B c ~ ,  2 1 ,  1974,) 

Appropria t ion 

The Department of Defense should immediately record a l l  
unrecorded o b l i g a t i o n s  for  s e p a r a t i o n  al lowances.  
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MANPOWER PLANNING 

De par  tment of  De fense  

To encourage q u a l i f i e d  e n l i s t e d  personne l- - espec ia l ly  
those  w i t h  c r i t i c a l  s k i l l s - - t o  remain a f t e r  t h e i r  f i r s t  
e n l i s t m e n t ,  t he  Congress au tho r i zed  t h e  Department to pay a 
v a r i a b l e  r een l i s tmen t  bonus t o  f i r s t - t e r m  r e e n l i s t e e s  who 
have c r i t i c a l  s k i l l s  ( p r i m a r i l y  s k i l l s  having h igh  t r a i n i n g  
c o s t s  and be ing  i n  s h o r t  supp ly ) .  I n  r e c e n t  yea r s  t h e  funds  
spen t  for  t h i s  i n c e n t i v e  averaged about $190 m i l l i o n  annua l ly -  

GAO r epo r t ed  t o  t h e  Congress t h a t :  

--The bonus does no t  r e s u l t  i n  enough f i r s t - t e r m  re-  
e n l i s t m e n t s  t o  e l i m i n a t e  career-manning s h o r t a g e s ,  
and r een l i s tmen t  r a t e s  remain l o w  i n  many s k i l l s .  

--The bonus '  e f f e c t  on r een l i s tmen t  r a t e s  i n  i n d i v i d u a l  
s k i l l s  cannot be p r e d i c t e d  a c c u r a t e l y  because o f  t h e  
s t rong  in f luence  of  factors o t h e r  t han  money on 
r een l i s tmen t  dec i s ions .  Job s a t i s f a c t i o n ,  j ob  secur-  
i t y ,  and educa t iona l  o p p o r t u n i t e s  ranked h ighe r .  

- - Factors i n f luenc ing  nega t ive  r e e n l i s t m e n t  d e c i s i o n s  
were (1) fami ly  s e p a r a t i o n s ,  ( 2 )  lack of  pe r sona l  
freedom, (3) poor supe rv i s ion  and l e a d e r s h i p ,  (4) 
work d e t a i l s ,  and (5) l i v i n g  c o n d i t i o n s ,  

--An a l t e r n a t i v e  f o r  i n c r e a s i n g  f i r s t - t e r m  r e e n l i s t m e n t s  
would be t o  a l low reen l i s tmen t  f o r  an unspec i f i ed  t ime.  

GAO a l s o  r e p o r t e d  t h a t  c e r t a i n  problems g r e a t l y  reduced 
e f f e c t i v e  r e e n l i s t m e n t  bonus program a d m i n i s t r a t i o n  because:  

1. The Army, Navy, and Marine Corps do  no t  have long- 
range- requirements planning i n  t h e i r  e n l i s t e d  force 
management systems. A s  a r e s u l t ,  t he se  s e r v i c e s  
use the  bonus t o  correct t o t a l  career-manning 
d e f i c i t s  r a t h e r  than  t o  a t t r a c t  on ly  t he  r equ i r ed  
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number of f i r s t- te rm personnel needed, by s k i l l ,  t o  
e n t e r  the  c a r e e r  force each year t o  maintain proper  
grade s t r u c t u r e .  

2. T h e  Department  of  Defense  h a s  n o t  e s t a b l i s h e d  f i r m  
c r i t e r i a  f o r  a p p l y i n g ,  a d j u s t i n g  , and removinq 
bonuses .  As a r e s u l t ,  t h e  methods used by each 
s e r v i c e  t o  a p p l y  bonuses  have n o t  been un i fo rm.  

GAO made recommendations t o  the  Secre tary  of Defense f o r  
improving the  bonus program adminis t ra t ion  and recommended 
t h a t  the  Congress r equ i re  the  m i l i t a r y  s e r v i c e s  t o  e s t a b l i s h  
p r i o r i t i e s  f o r  developing long-range requirements planning 
i n  t h e i r  e n l i s t e d  personnel ca ree r  management systems. 
Defense o f f i c i a l s  genera l ly  agreed with our recommendations 
and t o l d  us they  had taken or would take a number of correc-  
t i v e  ac t ions .  (B-160096, J u l y  5, 1974.) 

Appropriation 

M i l i t a r y  Personnel (Army) (Navy) (Marine Corps) ( A i r  
Force ) 

The Army, Navy, and Marine Corps should be requi red  t o  
develop, as soon a s  poss ib le ,  long-range Pequirements plan- 
ning i n  t h e i r  e n l i s t e d  personnel management systems. 

I 

. ._ . . , r 

. _  
I ^  

, ' . . -  . .  , 

. s <  . .  
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MANPOWER TRAINING 

Department of Defense 

I n  a r e p o r t  t o  the  Secre tary  of Defense, GAO pointed 
out  t h a t  the  poss ib le  economies and increased  e f f i c i e n c y  
obtainable  by consol ida t ing  common se rv ice  t r a i n i n g  requi re-  
ments had not  been achieved. Although the re  have been some 
i n t e r s e r v i c e  t r a i n i n g  arrangements, the  amount represented  
only  about 6 percent  of the  t o t a l  t r a i n i n g  i n  a l l  t h e  ser-  
v ices .  GAO repor ted  t h a t ,  i n  i t s  t e s t  of seven t e c h n i c a l  
and f i v e  medical occupat ional  s p e c i a l t i e s ,  t r a in ing  re- 
quirements were s u f f i c i e n t l y  similar i n  each of tne  s k i l l s  
t o  i n d i c a t e  t n a t  personnel of two o r  more services .  could be 
t r a i n e d  on an i n t e r s e r v i c e  basis. 

Although requi red  by regu la t ions ,  the  s e r v i c e s  genera l ly  
had no t  (1) reviewed e x i s t i n g  t r a i n i n g  courses  of o t h e r  de- 
partments f o r  poss ib le  dup l i ca t ion ,  (2 )  examined o tne r  de- 
partments '  t r a i n i n g  programs before e s t a b l i s h i n g  new t r a i n i n g  
courses ,  o r  (3)  i n i t i a t e d  j o i n t  s t u d i e s  t o  determine the  
f e a s i b i l i t y  of adapting e x i s t i n g  t r a i n i n g  t o  i n t e r s e r v i c e  
use.  Nei ther  the  Off ice  of the  Secre tary  of Defense nor 
department headquarters  had assessed e f f o r t s  by t h e ' t r a i n i n g  
commands t o  promote i n t e r s e r v i c e  t r a i n i n g .  

Following an in te r im r e p o r t  by GAO on i t s  review, and 
because of congressional i n t e r e s t ,  t he  s e r v i c e s  began a 
comprehensive and continuing review of t r a i n i n g  programs 
and resources  t o  i d e n t i f y  i n t e r s e r v i c e  t r a i n i n g  oppor tun i t i e s .  
Preliminary r e s u l t s  s u b s t a n t i a t e  GAO'S b e l i e f  t ha t  t h e r e  a re  
many b e n e f i t s  which can be achieved. 

GAO recommended t h a t  the  Off ice of tne  Secre tary  of 
Defense take an a c t i v e  r o l e  i n  promoting i n t e r s e r v i c e  t r a i n-  
ing  t o  insure  t h a t  a l l  e x i s t i n g  and fu tu re  oppor tun i t i e s  are 
recognized and ac ted  on. The Off ice  has  informed us  t h a t  
i t s  r o l e  i s  under eva lua t ion  and w i l l  be formalized by 
d i r e c t i v e  and o t h e r  appropr ia te  means when proper ly  def ined.  
(B-175773, NOV. 27, 1973.) 
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Appropriations 

M i l i t a r y  Personnel (Army) (Navy) (Air Force) 

Operation and Maintenance (Army) (Navy) (Air Force) 

- 

1. Major economies can be r e a l i z e d  through continued 
consol ida t ion  of common se rv ice  t r a i n i n g  requi re-  
ment s. 

2.  The Off ice  of the  Secre tary  of Defense should a s s e r t  
a c t i v e  l eader sh ip  i n  promoting i n t e r s e r v i c e  t r a i n i n g .  
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MANPOWl3R T R A I N I N G  

Department of Defense 

Senator  William Proxmire asked GAO t o  o b t a i n  cost i n f o r-  
mation on a l l  t r a i n i n g  and educa t ion  programs i n  t h e  Depart-  
ment of Defense. The Of f i ce  of the  Sec re t a ry  of Defense (OSD) 
r epo r t ed  t h a t  the  es t imated  costs f o r  t hese  programs i n  f i s c a l  
year  1974 were $6,272,081,000 b u t  d i d  no t  provide f o r  crew 
and u n i t  t r a i n i n g ,  and c e r t a i n  o t n e r  t r a i n i n g  and educa t ion  
costs w h i c n  were no t  r e a d i l y  i d e n t i f i a b l e .  GAO’S i n v e s t i g a-  
t i o n  showed t h a t ,  i n  a d d i t i o n  t o  i n d i v i d u a l  t r a i n i n g  costs, 
crew and u n i t  t r a i n i n g  c o s t s  were $4,327,193,000.  Af t e r  ad- 
j u s t i n g  f o r  o t h e r  unrepor ted t r a i n i n g  costs of about $300 
m i l l i o n ,  the  t o t a l  i n d i v i d u a l  and crew and u n i t  t r a i n i n g  
costs we i d e n t i f i e d  were $10,932,609,000. 

OSD o f f i c i a l s  s a i d  t h a t  crew and u n i t  t r a i n i n g  costs 
were excluded from the  i n d i v i d u a l  t r a i n i n g  r e p o r t  because 
it w a s  r e l a t e d  t o  O S D ’ s  m i l i t a r y  manpower t r a i n i n g  r e p o r t  
which d e a l t  wi th  i n d i v i d u a l  t r a i n i n g  loads .  These o f f i c i a l s  
s a i d  t h a t  crew and u n i t  t r a i n i n g  c o s t  in format ion  could be 
inc luded  i n  f u t u r e  r e p o r t s  i f  t h e  Congress wanted i t .  

O n  a l i m i t e d  b a s i s ,  GAO v e r i f i e d  the  r epo r t ed  costs f o r  
i n d i v i d u a l  t r a i n i n g  and observed t h a t  downward ad jus tments  
of about $78 m i l l i o n  had been made because c e r t a i n  t r a i n i n g  
programs had been reduced.  A l i m i t e d  v e r i f i c a t i o n  of  O S D ’ s  
c o s t s  f o r  c r e w  and u n i t  t r a i n i n g  w a s  a l s o  made and i d e n t i f i e d  
on unrepor ted programs. Numerous o t h e r  a r e a s  of costs 
app l i cab le  t o  t r a i n i n g  programs could not  be i d e n t i f i e d  be- 
cause of t he  l ack  of  d e f i n i t e  in format ion .  GAO b e l i e v e s  
t h a t  t h e  a r e a  of medical  f a c i l i t i e s  and programs a t  t r a i n i n g  
bases would involve major c o s t s .  (B-175773, Jan .  8 ,  1974.) 

Appropr ia t ions  

M i l i t a r y  Personnel  (Army) (Navy) ( A i r  Force) 

Opera t ion  and Maintenance ( A r m y )  (Navy) ( A i r  Force)  
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Issue for consideration bv the 

I n  the i n t e r e s t  of more complete and accurate  r epor t ing  
of a l l  t r a i n i n g  and educat ion program c o s t s ,  the  Committees 
may wish t o  reques t  the Secre tary  of Defense t o  include i n  
fu tu re  r e p o r t s  (I) crew and u n i t  t r a i n i n g  c o s t s  t o  the  e x t e n t  
they a r e  ava i l ab le  and (2 )  an a l l o c a t i o n  of opera t ing  c o s t s  
of medical f a c i l i t i e s  and programs appl icable  t o  t r a i n i n g  
act i v i  t i e  s . 
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MANPOWER TRAINING 

Departments of the  A r m y  and Navy 

The Department of Defense spent over $170 m i l l i o n  during 
f i s c a l  year 1973 on fu l l- t ime ,  f u l l y  funded graduate and under 
graduate education programs f o r  m i l i t a r y  personnel.  

GAO reported t o  the Secre tary  of Defense t h a t ,  i n  the  
graduate education a r e a ,  o f f i c e r s  were en ro l l ed  i n  d i s c i p l i n e s  
f o r  which the re  were no va l ida ted  requirements or f o r  which 
a s u f f i c i e n t  inventory of o f f i c e r s  with advanced degrees 
a l ready e x i s t e d .  Conversely, there  were shortages of o f f i c e r s  
with advanced degrees i n  o the r  d i s c i p l i n e s  and, i n  some cases ,  
p o s i t i o n s  requi r ing  an advanced degree were being f i l l e d  b y  
o f f i c e r s  without such degrees.  

I n  the undergraduate educat ion a r e a ,  the  Navy w a s  using 
i t s  e n l i s t e d  man's program t o  s a t i s f y  i t s  e n l i s t e d  pe r sonne l ' s  
educat ional  a s p i r a t i o n s  r a t h e r  than t o  f i l l  job requirements. 

The Department of Defense s a i d  i t  concurred i n  GAO's 
recommendations f o r  co r rec t ive  a c t i o n  and would implement 
them. (€3-175773, Mar. 6 ,  1974.) 

Appropriations 

M i l i t a r y  Personnel (Army) (Navy) 

Operation and Maintenance (Army) (Navy) 

Issues  fo r  considerat ion by t h e  
Committees on Appropriations 
-------------------~--T------ 

______-__---------------- 
- 

1. Training costs could be reduced o r  appl ied more 
e f f e c t i v e l y  i f  o f f i c e r  assignments t o  ful l- t ime 
graduate educat ion programs were l imi ted  t o  those 
d i s c i p l i n e s  where shortages e x i s t .  

2.  Pol icy  guidance i s  needed i n  providing fu l l- t ime,  
f u l l y  funded undergraduate education t o  e n l i s t e d  
personnel where s p e c i f i c  needs of the s e r v i c e s  a re  
not  the  primary cons idera t ion .  
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MANPOWER TRAINING 

Departments of the A r m y  and Navy 

GAO reviewed the two undergraduate h e l i c o p t e r  p i l o t  
t r a i n i n g  programs of  the  m i l i t a r y  se rv ices .  The Army program 
w a s  3 6  weeks long and included 210 f l y i n g  hours i n  h e l i -  
cop te r s  a t  Fort  Wolters, Texas, and For t  Rucker, Alabama.  
A i r  Force s tuden t s  were being t r a i n e d  by the  Army. The Amy 
planned t o  c lose  i t s  t r a i n i n g  s i t e  a t  For t  Wolters and con- 
s o l i d a t e  t r a i n i n g  a t  Fort  Rucker i n  f i s c a l  year 1974. 

The Navy program conducted a t  Pensacola, F lo r ida ,  w a s  
44 weeks long and included a t o t a l  of 216  f l y i n g  hours i n  
both fixed-wing a i r c r a f t  and h e l i c o p t e r s .  Marine Corps 
s tuden t s  were being t r a i n e d  by the Navy. Although the  Navy 
program was 8 weeks longer than the  Army's, both programs 
provided e s s e n t i a l l y  the  same number of f l i g h t  and academic 
t r a i n i n g  hours. 

~ 

GAO recommended t h a t  the  Secre tary  of Defense d i r e c t  
the  Navy t o  discont inue the  fixed-wing t r a i n i n g  and consol ida te  
undergraduate h e l i c o p t e r  p i l o t  t r a i n i n g  under a j o i n t ,  a l l-  
h e l i c o p t e r  program because : 

--After the  Army conso l ida tes  i t s  program a t  For t  Rucker, 
t h a t  i n s t a l l a t i o n  w i l l  be used a t  only 55 percent  of 

graduate t r a i n i n g  requirements through 1976. 
' c a p a c i t y  and could accommodate a l l  Defense under- 

--The Navy could d iscont inue  the fixed-wing por t ion  of 
t r a i n i n g  without lowering the q u a l i t y  of i t s  t r a i n i n g  
program. Such a c t i o n  would enable the  Navy t o  cancel  
p lans  f o r  buying 93 new fixed-wing a i r c r a f t  c o s t i n g  
$18 m i l l i o n .  

--The Army had 565 excess  t r a i n i n g  h e l i c o p t e r s  t h a t  could 
be used i n  a consol idated t r a i n i n g  program. 
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--The Navy could c a n c e l  p l a n s  t o  c o n s t r u c t  t r a i n i n g  
f a c i l i t i e s  c o s t i n g  $1.5 m i l l i o n .  

Army o f f i c i a l s  d i d  n o t  o b j e c t  t o  GAO’S proposa l  €or consol id-  
a t i o n ,  b u t  t he  Navy d i d .  The Department of  Defense t o l d  GAO 
t h a t  t h i s  m a t t e r  was under s tudy .  (B-157905, May 3 ,  1974.) 

ADpropriat ions 

M i l i t a r y  Personnel  (Army) (Navy) 

Operat ion and Maintenance (Army) (Navy) 

Procurement of Equipment and M i s s i l e s  (Navy) 

M i l i t a r y  Cons t ruc t ion  (Navy) 

Large sav ings  can be achieved i n  costs of personne l ,  air-  
c r a f t ,  and o ther  equipment, and f a c i l i t i e s  by f u r t h e r  con- 
s o l i d a t i n g  t h e  m i l i t a r y  depar tments  ’ undergraduate h e l i c o p t e r  
p i l o t  t r a i n i n g  programs. 
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MANPOWER UTILIZATION 
_-- 

---- Personnel and Other Costs Reduced by 
C o n s o ~ a t i n s ~ ~ ~ ~ ~ ~ ~ ~ ~ n i t s - -  

Department of the' A i r  Force 

The t o t a l  force concept, a c e n t r a l  p a r t  of the  U. S .  
n a t i o n a l  s e c u r i t y  s t r a t e g y ,  provides t h a t  reserve  force  u n i t s  
be s t r u c t u r e d  l i k e  corresponding u n i t s  of the  a c t i v e  fo rces .  
The A i r  Force p resc r ibes  t h a t  a c t i v e  C-130 a i r l i f t  squadrons 
be equipped with 1 6  a i r c r a f t  and they  a r e  equipped i n  t h i s  
manner. However, each of the 28 A i r  Force Reserve and A i r  
Nat ional  Guard squadrons i n  exis tence  a t  the  time of GAO'S 
review had between 4 and 8 a i r c r a f t  and t h e r e  w a s  no p lan  t o  
provide more than 8 t o  each sqyadron. 

GAO est imated t h a t  $27  m i l l i o n  could be saved annual ly b y  
reducing the  2 8  reserve force squadrons t o  14 and equipping 
them l i k e  a c t i v e  squadrons. About $24 m i l l i o n  of such savings  
would r e s u l t  from reducing personnel  requirements.  G N ' s  re- 
p o r t  t o  the  Congress recommended t h a t  the necessary a c t i o n  be 
taken t o  achieve the savings by reducing the  number of reserve  
force C-130 squadrons, c o n s i s t e n t  wi th  the  t o t a l  force  concept. 

The Department of Defense t o l d  GAO t h a t  it had p a r t i a l l y  
implemented the  recommendation by consol ida t ing  2 squadrons 
a t  each of t h r e e  loca t ions .  This  a c t i o n ,  according t o  in fo r-  
mation provided GAO, r e s u l t e d  i n  the  Department ' s reducing 
i t s  f i s c a l  year 1975 budget submission by n e a r l y  $2 m i l l i o n  
and reducing f i sca l  year 1976 and subsequent y e a r s '  submission 
by almost $2.5 mi l l ion .  The Department s a i d  t h a t  f u r t h e r  
squadron consol ida t ion  would have t o  a w a i t  t h e  r e s u l t s  of an 
ongoing study. (€3-158626, Feb, 20, 1974.) 

Appropriations 

M i l i t a r y  Personnel (Air Force) 

Operation and Maintenance ( A i r  Force) /i 

Procurement of Equipment and Miss i l e s  ( A i r  Force) 
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Issue for consideration by the 
Committees on A p p r o p r i a t i o n s  
------------------------------ 
I___-_-__---___-_--___--_- 

Addi t iona l  sav ings  a re  a v a i l a b l e  by conso l ida t ing  re- 
maining r e se rve  C-130 a i r l i f t  squadrons. 
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MANPOWER UTILIZATION 

R e p l a c i n g  M i l i t a r y  P e r s o n n e l  With 
C i v i l i a n  Employees . 

Department of the Navy (Marine Corps) 

The work fo rces  a t  the  Marine Corps Finance Center and 
Automated Services  Center i n  Kansas Ci ty ,  Missouri ,  include 
both Marines and c i v i l i a n s ,  The Finance Center examines 
f i n a n c i a l  t r a n s a c t i o n s  of d isburs ing  o f f i c e r s ,  pays c la ims,  
c o l l e c t s  amounts due, and maintains  f i l e s  and records .  The 
Automated Services  Center programs and opera tes  computer 
equipment used mainly f o r  pay and manpower management systems. 

GAO learned during a review of s t a f f i n g  a t  the  c e n t e r s  
t h a t  the Marine Corps planned t o  convert  some of t h e  m i l i t a r y  
p o s i t i o n s  i n  the two work fo rces  t o  c i v i l i a n  p o s i t i o n s ,  The 
p lan  c a l l e d  f o r  reducing t o  272 the  number of Marines a t  the  
c e n t e r s  by June 30, 1975. 

GAO repor ted  t o  the  Secre tary  of Defense t h a t  t h e r e  w a s  
no need t o  continue employing Marines a t  the  c e n t e r s .  The 
c e n t e r s '  funct ions  a re  mainly adminis t ra t ive  and can be per-  
formed by c i v i l i a n s .  More than 300 Marines could be re-  
placed by about 250  c i v i l i a n s .  GAO est imated t h a t  conversion 
t o  c i v i l i a n  work fo rces  would reduce the  c e n t e r s '  c o s t s  by 
more than $950,000 a year. 

Accordingly, GAO recommended t h a t  the  Secre tary  of 
Defense d i r e c t  the  Marine Corps t o  c i v i l i a n i z e  the  c e n t e r s '  
work forces .  GAO also recommended t h a t  t h e  Sec re ta ry  
i d e n t i f y  s i m i l a r  a c t i v i t i e s  of t h e  Army, Navy, and A i r  Force 
where c i v i l i a n i z a t i o n  of m i l i t a r y  p o s i t i o n s  would r e s u l t  i n  
increased e f f i c i e n c y  and economy. The Off ice  of t h e  Sec re ta ry  
of Defense genera l ly  agreed with GAO' s recommendations. 
(B-146890, June 19, 1974.) 

Appropriations 

M i l i t a r y  Personnel (Navy) 

Operation and Maintenance (Navy) 
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I s s u e s  f o r  c o n s i d e r a t i o n  by t h e  
Commit tees  on A p p r o p r i a t i o n s  

1. Cost savings can be e f f e c t e d  and e f f i c i e n c y  increased 
by f i l l i n g  m i l i t a r y  p o s i t i o n s  with c i v i l i a n  employees 
when there  i s  no l e g a l ,  t r a i n i n g ,  s e c u r i t y ,  d i s-  
c i p l i n a r y ,  o r  combat readiness  requirement t h a t  the  
pos i t ions  be f i l l e d  by m i l i t a r y  personnel.  

2 .  Where f e a s i b l e ,  replacing m i l i t a r y  personnel wi th  
c i v i l i a n  employees  would h e l p  t h e  s e r v i c e s  meet 
t h e i r  a u t h o r i z e d  m i l i t a r y  s t r e n g t h s .  

- -  - 

- .  
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MILITARY CONSTRUCTION 

Air-condi t ionins  M i l i t a r v  Family Housinq i n  H a w a i i  

De par tmen t of De f ense 

GAO repor ted  t o  the  Congress t h a t  the  Defense d i r e c t i v e  
r equ i r ing  air- condit ioning of a l l  new and e x i s t i n g  m i l i t a r y  
f a m i l y  housing i n  H a w a i i  w a s  unnecessary. GAO demonstrated 
t h a t  such across-the-board air-conditioning was unwarranted 
because of the  cool ing e f f e c t  of t h e  t r a d e  winds and t h e  con- 
s i s t e n t l y  moderate temperature and humidity condi t ions  t h a t  
e x i s t  i n  Hawaii. The th ree  m i l i t a r y  s e r v i c e s  i n  H a w a i i ,  t h e  
U.S.  Coast Guard, the  Federal  Housing Administration, and 
p r i v a t e  b u i l d e r s  i n  Hawaii a l l  agreed wi th  GAO'S p o s i t i o n  
t h a t  c e n t r a l  a i r- condit ioning was not  needed except i n  c e r t a i n  
loca t ions  where unusual weather or excessive noise cond i t ions  
ex i s t ed .  

~~ 
- ~ ~- 

The Department disagreed with GAO'S conclusions and 
s t a t e d  unequivocally t h a t  c e n t r a l  a i r- condit ioning was needed. 
GAO re fu ted  the  Department's comments and repor ted  the  f ind-  
ings ,  conclusions,  and recommendations t o  the  Congress, in-  
cluding the  f a c t  t h a t  i f  Defense does not  r e v i s e  i t s  p o l i c y  
a s  much as $100 m i l l i o n  w i l l  be spent  unnecessar i ly  f o r  
c e n t r a l  a i r- condit ioning i n  Hawaii. (B-172376, May 20, 1974.) 

A p P r  o pr i a t  ion  s 
c 

M i l i t a r y  cons t ruc t ion ,  family housing, and opera t ion  and 
maintenance f o r  Army, Navy, and A i r  Force 

- ~- 
Subs tan t i a l  savings can be r e a l i z e d  by l i m i t i n g  c e n t r a l  

a i r- condit ioning o f  m i l i t a r y  family housing i n  H a w a i i  t o  
those ins tances  where the  Department of  Defense can demonstrate 
t h a t  such air- condit ioning i s  needed because o f  unusual 
weather o r  noise  condi t ions .  
Subsequent action taken by the Congress 
__-____----__-I__-------___ 

Section 509, Public Law 93-552, approved December 27, 1974, 
prohibits the use of funds for installing air-conditioning 
equipment in any new or existing military family housing unit 
in Hawaii. 
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RESEARCH AND DEVELOPMENT 

Department of Defense 

Development of a m i l i t a r y  a i r c r a f t  engine cont inues 
during i t s  production and opera t ion  phases, This happens 
p a r t l y  because the m i l i t a r y  awards development c o n t r a c t s  
based on s p e c i f i c a t i o n s  w h i c h  are somewhat below t h e  capa- 
b i l i t y  u l t ima te ly  des i red .  

T r a d i t i o n a l l y  t h e  m i l i t a r y  s e r v i c e s  have developed 
engines using s tandard s p e c i f i c a t i o n s  w i t h  major milestones,  
including a model q u a l i f i c a t i o n  t e s t  ( M Q T ) .  The purpose of 
MQT i s  t o  demostrate t h a t  the engine meets s p e c i f i c a t i o n  
requirements and i s  s u i t a b l e  f o r  production. Successful  
completion of MQT takes  t h e  engine o u t  of research ,  develop- 
ment, tes t ,  and evalua t ion  (RIDT&E) funding and q u a l i f i e s  it 
f o r  production with procurement appropr ia t ions .  MQT a l s o  
makes it e l i g i b l e  f o r  engine component improvement programs 
( C I P ) ,  genera l ly  funded with procurement appropr ia t ions .  

Engine C I P  is  the e f f o r t  t o  b r i n g  an a i r c r a f t  engine, 
q u a l i f i e d  f o r  production, t o  i t s  f i n a l  operatiGg performance. 
Thus, t h e  des i red  l e v e l  of c a p a b i l i t y  n o t  p resen t  when an 
engine passes  MQT is obtained through C I P ,  

The Department h a s  recognized tha t  some C I P  a f t e r  MQT 
i s  a cont inuat ion  of t h e  development program and has d i r e c t -  
ed that funds f o r  such e f f o r t  be requested i n  RDT&E rather 
t h a n  t h e  procurement appropr ia t ion .  However, s ince  Defense 
a c t i o n s  appl ied  only t o  s p e c i f i c  C I P  programs, GAO recom- 
mended t h a t  t h e i r  formal guidance be revised  t o  insu re  t h a t  
a l l  research and development work i s  budgeted and funded 
through t h e  RDT&E appropr ia t ions .  

I n  November 1973, i n  response t o  GAO'S d r a f t  r e p o r t ,  
Defense o f f i c i a l s  agreed t h a t  t h e i r  methods of developing 
a i rc ra f t  engines might no t  be the p r a c t i c a l  optimum and 
t h a t  a reevalua t ion  was i n  order .  I n  January 1974, Defense 
furnished GAO a report by t h e  A i r  Force ' s  S c i e n t i f i c  
Advisory Board Ad H o c  Committee on Engine Development con- 
cluding that  MQT i s  not  t h e  proper milestone f o r  f u l l- s c a l e  
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production r e l e a s e .  Key A i r  Force a c t i v i t i e s  i n  engine 
development agreed with t h e  r e p o r t  and recommended major 
r ev i s ions  i n  t h e  milestone and evalua t ion  procedures f o r  
f u t u r e  programs. 

GAO recommended i n  i t s  f i n a l  r e p o r t  t h a t  the Secre tary  
of Defense insure  that t h e  proposed r e v i s i o n s  be expedi- 
t i o u s l y  followed through. 
able should be used t o  determine what changes i n  engine 
procurement methods might promote cost reduct ions  and in-  
crease opera t iona l  e f fec t iveness .  (B-179166, May 23, 1974.) 

The many s t u d i e s  a l r eady  a v a i l-  

Appropriations 

Research, Development, T e s t ,  and Evaluat ion ( A i r  Force) 
(Navy 1 

Procurement ( A i r  Force) (Navy) 

Issues  for consideration by the 
Committees on Appropriations 
---- ~----------__--_---~-_---- 
_--__--_____________--_-- 

1. Cost reduct ions  can be achieved through r e v i s i o n s  
t o  increase  the per iod  and scope of engine develop- 
ment e 

2. The use of funds o the r  than  RDT&E f o r  improvement 
programs does n o t  present an accura te  measure of 
development c o s t s .  
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RESEARCH AND DEVELOPMENT 

Advancements i n  technology are con t inua l ly  improving 
the a b i l i t y  of f l i g h t  s imula tors  t o  dup l i ca te  t h e  character-  
is t ics  of f l y i n g  and f l i g h t  environment. Commercial a i r-  
l i n e s ,  t ak ing  advantage of breakthroughs i n  s imulator  tech-  
nology, now do most of t h e i r  p i l o t  t r a i n i n g  and var ious  
phases of f l i g h t  t r a i n i n g  i n  improved s imula tors .  I n  con- 
t ras t ,  t h e  A i r  Force and Navy have no t  placed s u f f i c i e n t  
p r i o r i t y  on developing soph i s t i ca ted  s imula tors  t o  s a t i s f y  
complex t r a i n i n g  needs and have o f t e n  r e l i e d  heav i ly  on 
t r a i n i n g  i n  a c t u a l  f l i g h t .  

Increased used of s imula tors  could significantly lower 
the m i l i t a r y ' s  f l i g h t  t r a i n i n g  cos t s ,  save f u e l ,  and provide 
s a f e r  t r a i n i n g .  GAO est imated replac ing  25 percent  of pre- 
s e n t  f l i g h t  t r a i n i n g  w i t h  s imulator  t r a i n i n g  would r e s u l t  
i n  an annual savings of $455 mi l l ion .  

I n  a r e p o r t  t o  t h e  Congress, GAO recommended the 
Secre tary  of Defense requi re  t h e  A i r  Force and Navy to :  

1. 

2.  

3 .  

Put  a h igher  p r i o r i t y  on developing improved simu- 
lators w h i c h  can replace  maximum amounts of f l i g h t  
t r a i n i n g .  

Insure  tha t  development and use  of adequate simu- 
l a t o r s  are i n t e g r a l  p a r t s  of a c q u i s i t i o n  or mod- 
i f i c a t i o n  programs f o r  soph i s t i ca ted  a i r c r a f t .  

Use s imula tors  a s  much as poss ib le  t o  reach and 
maintain des i red  prof ic iency,  including t h e  e s t a-  
blishment of s imulator  grading methods which w i l l  
provide a more accura te  evalua t ion  of p i l o t  pro- 
f ic iency . 

The Ass i s t an t  Secre tary  of Defense (Manpower and 
Reserve Af fa i r s )  agreed w i t h  t h e  recommendations. (B- 
157905, AUg. 9, 1973.) 
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Subsequently, GAO has found that  although the  m i l i t a r y  
s e r v i c e s  have taken some a c t i o n  t o  increase  s imula tor  devel- 
opment and use,  there cont inues t o  be s t rong  r e s i s t a n c e  t o  
the s u b s t i t u t i o n  of c r e w  or p i l o t  s imula tor  t i m e  for  any 
f l y i n g  t i m e .  
f l y i n g  do no t  encourage maximum e f f e c t i v e  use of f l i g h t  s i m -  
u l a t o r s  and are h inder ing  progress  i n  r e a l i z i n g  t h e  a v a i l-  
able economies of flying- time reduct ions.  (B157905, May 29, 
1974. ) 

B a s i c  p o l i c i e s  and regu la t ions  governing 

Appropriation 

Research, Development, T e s t  and Evaluat ion ( A i r  Force) 
r-- 

(Navy) 
- 

~ 

Issues for consideration by the 4 

Committees on Appropriations 
~ _- --  

- - - 

1. S i g n i f i c a n t  savings are a v a i l a b l e  through s u b s t i -  
t u t i o n  of simulator  t r a i n i n g  for a c t u a l  f l i g h t  
t r a i n i n g .  

2. Training and s a f e t y  b e n e f i t s  would a l s o  r e s u l t  
f r o m  s u b s t i t u t i n g  s imula tors  for  a c t u a l  f l y i n g .  
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SUPPLY DISTRIBUTION 

Department of t h e  Army 

The phasedown of opera t ions  i n  Southeast  A s i a  and the 
withdrawal of U.S.  fo rces  r e s u l t e d  i n  decreased ac t iv i t i es  
a t  many i n s t a l l a t i o n s .  GAO reviewed the funct ions  a t  
Sharpe and Sacramento Army Depots i n  Ca l i fo rn ia  as a t e s t  
case t o  demonstrate tha t  consol ida t ion  o r  realignment of 
depot funct ions  i s  p r a c t i c a l ,  f e a s i b l e ,  and would r e s u l t  i n  
s i g n i f i c a n t  savings. 

GAO reported t o  t h e  Secre tary  of Defense tha t  other 
depots  could absorb m o s t  of Sharpe's c u r r e n t  workload and 
tha t  s i g n i f i c a n t  savings could be achieved without  dis-  
rupt ing  cur ren t  l o g i s t i c a l  p a t t e r n s .  Army o f f i c i a l s  said 
t h a t  Sharpe might be needed f o r  a consol idated maintenance 
c e n t e r  a f t e r  depot maintenance f a c i l i t i e s  i n  the Far  E a s t  
w e r e  c losed i n  197'4. Notwithstanding this p o s s i b i l i t y ,  GAO 
estimated tha t  the Army could s t i l l  save $14 m i l l i o n  
annual ly i n  personnel c o s t s  a lone by t r a n s f e r r i n g  the 
storage of mission inven to r i e s  and r e l a t e d  admin i s t r a t ive  
func t ions  from Sharpe t o  the Sacramento Depot. 

The Army agreed tha t  economies could be r e a l i z e d  
through realignment, consol ida t ion ,  and t r a n s f e r  of  depot 
missions and funct ions  wi th in  the o v e r a l l  Army depot com- 
plex.  Fur ther ,  the Army stated that their own r e c e n t  study 
of depot funct ions  recommended realignments and i n  many 
ins tances  c losure  of a l l  or p o r t i o n s  of depots .  
recommendations were t o  be used as a base for cons idera t ion  
of Army f a c i l i t i e s  i n  a Defense-wide depot f a c i l i t i e s  s tudy.  
However, no realignments o r  consol ida t ions  have been accom- 
pl i shed .  (B-172707, M a r .  4, 1974.) 

These 

Appropriation 

Operation and Maintenance (Army) 
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Significant savings are available through realignment, 
consolidation, and t r a n s f e r  of Army depots' missions and 
functions. 
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Maaaaqement of Ha.ndtoo Is 

Department of Defense 

During calendar  year  1972,  the Department of Defense 
purchased handtools valued a t  about $25 m i l l i o n  for new 
requirements or for replacement of worn, l o s t ,  or s t o l e n  
t o o l s  

There a r e  pr imar i ly  t w o  methods of i s s u i n g  and con- 
t r o l l i n g  these  tools: (1) i s s u i n g  a t o o l k i t  t o  each worker 
and making him accountable f o r  it and ( 2 )  i s su ing  composite 
t o o l k i t s  t o  var ious maintenance u n i t s  and making supervisors  
accountable for t h e m ,  Composite t o o l k i t s  e l imina te  ind i-  
v idua l  toolboxes,  reduce t h e  nwnber of tools requi red ,  and 
provide g r e a t e r  eon-krol over them. 

A i r  Force tests of the composite t o o l k i t  concept have 
GAO repor ted  shown the p o t e n t i a l  for  s i g n i f i c a n t  savings.  

tbis  t o  t h e  Secre tary  of Defense and concluded that  sub- 
s t a n t i a l  savings were poss ib le  i f  t h i s  concept was more 
widely appl ied  throughout the Department. 

Defense o f f i c i a l s  genera l ly  agreed w i t h  the GAO con- 
c lus ions  and s a i d  the concept would be expanded gradual ly  
throughout t h e  Department. (B-146856, Sept .  12 1973. ) 

Appropriations 

Operation and Maintenance 

Procurement 

S i g n i f i c a n t  savings a r e  poss ib le  by continued expaw- 
s i o n  of the composite t o o l  k i t  concept throughout 
Department of Defa bnse e 
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SUPPLY MANAGEMENT 

An A n a l y s i s  of Air Fo rce  Rates of A i r c r a f t  Not 
Operationally Ready Due t o  Supp ly  

Department of the A i r  Force 

I n  f i s c a l  years 1972 and 1973, the A i r  Force requested 
the House Appropriations Committee t o  reprogram funds i n t o  
maintenance t o  reduce the a i r c r a f t  not operationally ready 
due t o  supply (NORS) r a t e .  A lack of funds t o  repair  ex- 
changeable spare pa r t s  was c i ted  as a cause of the increased 
NORs ra te ,  so  the reprogrammed funds were requested specif-  
i c a l l y  for  such repairs.  The A i r  Force s ta ted t h a t  the 
increasing NORs r a t e  w a s  impairing combat capabil i ty and 
reducing readiness. 

GAO analyzed a sample of 316 par t s  which had caused 
NORs hours on 13 a i r c r a f t  systems and found t h a t  a lack of 
funds was not the primary cause. 
by unexpected par t  fa i lures ,  l a t e  repair  of pa r t s ,  and mod- 
i f i ca t ion  or updating of parts .  

NORs was usually caused 

N o  d i r ec t  correlat ion existed between the application 
of funds t o  repair  exchangeable spares and NORs ra tes .  I n  
some cases, expenditures increased and *e NORs r a t e  went 
down; i n  other cases, expenditures increased and the NORs 
r a t e  went up. 

GAO a lso noted t h a t  a i r c r a f t  not operationally ready 
due t o  maintenance (NORM) had a larger a f fec t  on a i r c r a f t  
readiness. 
t o  increase a i r c r a f t  operational readiness by emphasizing 
a reduction i n  NORM time. 
no trade-off studies had been made concerning NORM versus 
NORs . 

GAO believes there may be greater  opportunities 

The A i r  Force disagreed but said 

GAO recommended tha t  the Secretary of the A i r  Force: 

--Study the re la t ive  economies of reducing NORM ra ther  
than NORs time. 

--Develop operational readiness, NORM and NORS, stan- 
dards for  each type of a i r c r a f t  on the bas is  of the 
a i r c r a f t  systems' ages. 



--Closely monitor data generated by t h e  revised  opera- 
t i o n a l  performance repor t ing  system t o  insure  that  
t h e  system i s  c l e a r l y  understood and proper ly  
implemented, 

- - Jus t i fy  f u t u r e  reprograming reques t s  t o  increase  
opera t iona l  readiness  by ind iv idua l  aircraft  system. 
(B-179264, Mar. 29,  1974.) 

Appropriations 

Procurement ( A i r  Force) 

Operation and Maintenance ( A i r  Force) 

I s s u e  for consideration bv t h e  
Committees on AmroDriations 

Since GAO did  not  f i n d  a r e l a t i o n s h i p  between NORS 
rates and funding €or repair of exchangeables i n  the A i r  
Force, the  same would l i k e l y  be t r u e  €or the other m i l i t a r y  
se rv ices ,  A l l  t h e  services should at tempt  to improve com-  
b a t  readiness  by reducing NORM rates as w e l l  as NORs rates. 
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SUPPLY MANAGEMENT 

Department of Defense Stock Funds--Accomplishments, 
Problems, and Ways to Improve 
___I ---- ------------------ 
------------------ 

Department of Defense 

Stock funds have cont r ibuted  t o  b e t t e r  supply manage- 
ment. S i g n i f i c a n t  reduct ions  i n  inventory can be d i r e c t l y  
a t t r i b u t a b l e  t o  s tock  fund management. 

Since s tock  funds operate w i t h  money generated through 
sales, they  should have g r e a t e r  f i n a n c i a l  f l ex ib i l i t y  than  
programs funded through d i r e c t  appropr ia t ions .  
t h i s  f l ex ib i l i ty  h a s  n o t  been f u l l y  used because most stock 
funds are s t i l l  subjected t o  appropriat ion- type c o n t r o l s .  

However, 

The Department has urged the m i l i t a r y  s e r v i c e s  t o  dis-  
continue using a h o r i z o n t a l  stock fund system ( inventory a t  
wholesale l e v e l  owned by wholesale stock fund managers and 
inventory a t  r e t a i l  l e v e l  owned by r e t a i l  stock fund 
managers) and t o  use i n s t e a d  a vert ical  stock fund system 
( inventory a t  both wholesale and r e t a i l  l e v e l s  owned by 
same stock fund manager). GAO b e l i e v e s  tha t  the ve r t i ca l  1 

system should be used by a l l  m i l i t a r y  s e r v i c e s  s i n c e  it 
offers  s e v e r a l  advantages over the h o r i z o n t a l  system. 

I n  r ecen t  y e a r s  t h e  m i l i t a r y  s e r v i c e s  have g r e a t l y  . 

expanded the i r  stock funds b u t  a large number of r epa rab le  
i t e m s  are not  included, 

Defense po l i cy  allows customers t o  r e t u r n  materiel, 
w i t h  the volume of re turns- mater ie l  t o t a l i n g  about $4.5 
b i l l i o n  i n  f i scal  yea r s  1970, 1971, and 1972. However, the 
m i l i t a r y  services do n o t  always follow Defense Pol icy.  

Because of these f a c t o r s ,  GAO recommended tha t  the 
Secre tary  of Defense: 

(1) Encourage t h e  use of more f l e x i b l e  f i n a n c i a l  
con t ro l s .  

(2) Require a l l  m i l i t a r y  s e r v i c e s  t o  use v e r t i c a l  
stock funds. 
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( 3 )  Issue new in s t ruc t i ons  d i r ec t i ng  that f i e l d  
reparables  be included i n  s tock funds. 

(4) Estab l i sh  new c o s t  f a c t o r s  f o r  returned mate r ie l ,  
preferably  by commodity category. 

(5) Stop the p rac t i c e  of g iv ing c r e d i t  f o r  returned 
mate r ie l  when there i s  no need f o r  the materiel. 

Defense o f f i c i a l s  genera l ly  agreed w i t h  these recom- 
mendations and ac t ion  t o  implement t h e m  i s  underway. The 
Army has not  progressed as f a s t  as the o ther  se rv ices  i n  
adopting the v e r t i c a l  stock fund concept. (B-159797, A p r .  
2 ,  1974.) 

Appropriations 

Operation and Maintenance (Army) (Navy) (Marine Corps) 
( A i r  Force ) 

The advantages of the v e r t i c a l  s tock fund system have 
been genera l ly  accepted and the Army should expedite  con- 
ver t ing  i t s  system t o  a v e r t i c a l  s tock fund. 
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SUPPLY MANAGEMENT 

Need for Improved Management of 
High-Value Secondary Items-- 
--r-p---p- 

---- --I_---- 

Department of the A m y  

GAO surveyed the Army's Selected I t e m  Management Sys- 
t e m  (SIMS) a t  three National  Inventory Control  Po in t s  
(NICPs)  --the Aviation Systems Command, the Miss i l e  Command, 
and the Tank Automotive Command, SIMS w a s  i n i t i a t e d  over 
4 years ago i n  response t o  pressure  from the Congress and 
t h e  O f f i c e  of the Ass i s t an t  Secre tary  of Defense ( I n s t a l l a-  
t i o n s  and L o g i s t i c s ) ,  The system was designed t o  provide 
in tens ive  management c o n t r o l  over selected high-value 
secondary i t e m s .  Over 6,000 i t e m s  w h i c h  r epor ted ly  repre- 
s e n t  about 90 percent  of the annual value of demand for 
secondary i t e m s  are included i n  SIMS. I t e m  managers a t  
NICPs w e r e  t o  exe rc i se  c o n t r o l  over these i t e m s  on the 
basi5 of d a t a  submitted by using organiza t ions .  

The p r i n c i p a l  objectives of SIMS are t o  

-- increase v i s i b i l i t y  of assets below the depot  level,  

--reduce on-hand q u a n t i t i e s  of assets author ized  for  
opera t ing  u n i t s ,  and 

--better u t i l i z e  assets by r e d i s t r i b u t i n g  excess assets 
from one l o c a t i o n  t o  f i l l  shor tages  a t  another  loca- 
t i o n .  

GAO found tha t  the o b j e c t i v e s  have n o t  been m e t  pri-  
mari ly  because the c u r r e n t  system did n o t  proper ly  report 
on 6,000 i t e m s .  
i s  untimely, incomplete, and inaccura te .  Since i t e m  
managers a t  the c o n t r o l  p o i n t s  are r e l u c t a n t  t o  use the 
da ta ,  they  g ive  SIMS i t e m s  e s s e n t i a l l y  the s a m e  a t t e n t i o n  
as other i t e m s .  Consequently, i n v e n t o r i e s  have n o t  always 
been reduced and i t e m s  have no t  been e f f e c t i v e l y  r e d i s t r i -  
buted. 

A s  a r e s u l t  the data provided t o  the N I C P s  

GAO a l s o  feels that:  

1. The s e l e c t i o n  cri teria f o r  SIMS i t e m s  i s  
inadequate.  
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2. The procedures f o r  r e d i s t r i b u t i o n  of SIMS a s s e t s  
a r e  i n e f f e c t i v e .  

3 .  Operating u n i t s  improperly order  a s s e t s  i n  excess  
of t h e i r  authorized r e q u i s i t i o n i n g  l e v e l s .  

GAO recognizes t h a t  the  Army is developing an expanded 
system t o  ob ta in  management c o n t r o l  over secondary i t e m s .  
Referred t o  as SIMS-X, the proposed system i s  intended t o  
provide i tem managers and planners  a t  the  n a t i o n a l  l e v e l  
wi th  more t imely  data through d a i l y  a s s e t  s t a t u s  and t rans-  
a c t i o n  repor t ing .  Implementation of t h i s  system i s  no t  ex- 
pected f o r  a t  l e a s t  another year .  I n  the in te r im,  GAO f e e l s  
s t rong ly  t h a t ,  pursuant t o  the  d i r e c t i o n  of  the  Secre tary  of 
Defense, the  Army should: 

1. Establish and maintain c o n t r o l  over a l imi ted  num- 
ber of expensive secondary i tems while SIMS-X i s  
being implemented. 

2 .  D i rec t  cognizant Army organiza t ions  t o  cooperate in 
promoting e f f e c t i v e  r e d i s t r i b u t i o n  of assets. 

3 .  Redefine the c r i t e r i a  for s e l e c t i n g  i t e m s  for in-  
tens ive  management t o  emphasize unii: c o s t ,  c r i t i-  
c a l i t y ,  and mission e s s e n t i a l i t y .  (B-146828, J u l y  
3 ,  1974.) 

- 

In response to the GAO report, the A r m v  Indicated that 
it had undertaken i! comnrehensive review of t h e  current SIMS 
program and identified improvement actions f o r  immediate 
implementationo 

Appropriation 
~- 

- 

Operation and Maintenance (Army) 

Issue for consideration by the 
Committees on Appropriations _I 

--- ---.-.-TI--.l 

--I 

Army's c o n t r o l  over i t s  secondary i tems o f f e r s  p o t e n t i a l  
f o r  s u b s t a n t i a l  savings.  
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SUPPLY MANAGEmNT 

Number o f  Items i n  t h e  F e d e r a l  

Department of Defense and 
General Services  Administrat ion 

Although $42 m i l l i o n  is being spent  annual ly f o r t v a r i o u s  
s tandardiza t ion  p r o j e c t s ,  such a s  i t e m  reduct ion  s t u d i e s ,  these  
s t u d i e s  a re  not  helping t o  reduce l o g i s t i c s  workloads because 
Defense and the  General Services  Administration (GSA) do no t  
follow through and a c t u a l l y  e l iminate  i tems no longer needed. 
Many i t e m s  a r e  s t i l l  a c t i v e  i n  the  supply system year s  a f t e r  
they  have been c l a s s i f i e d  a s  nonpreferred.  

Defense po l i cy  r e q u i r e s  t h a t ,  before p r e f e r r e d  items a r e  
i s sued ,  n o n p r e f e r r e d  i t e m s  be i s s u e d  u n t i l  s u p p l i e s  are- 
exhausted; t h i s  is  known a s  the  force i s s u e  concept which 
GSA does not  have. Defense a c t i v i t i e s  genera l ly  do not  
follow the  force i s sue  concept. Their  p r a c t i c e  i s  t o  i s s u e  on 
only the  i t e m  ordered. 

-_-- -- 

I f  an est imated 178,000 nonpreferred i tems could be 
el iminated from the  supply and ca ta log  system, the  Govern- 
ment could save $22.3 m i l l i o n  a year i n  supply management 
and ca ta loging  cos t s .  

- -  .. ~ 

. -  

GAO recommended t h a t  Defense  and GSA work more c l o s e l y  
on v a r i o u s  a s p e c t s  of item r e d u c t i o n  and s t a n d a r d i z a t i o n  and 
made s e v e r a l  s p e c i f i c  recommendat ions  t o  a c h i e v e  t h i s .  De fense  
and GSA o f f i c i a l s  g e n e r a l l y  a g r e e d  w i t h  GAO's recommendat ions .  
They d i s a g r e e d  w i t h  G A O ' s  recommendation t o  a d o p t  a f o r c e  
issue p o l i c y  a u t h o r i z i n g  t h e  item manager t o  i s s u e  a l l  non- 
p r e f e r r e d  items b e f o r e  i s s u i n g  t h e  p r e f e r r e d  item and making 
it t h e  r e q u i s i t i o n e r  ' s  r e s p o n s i b i l i t y  t o  j u s t i f y  any r e q u e s t  
w h i c h  can be met o n l y  w i t h  t h e  p r e f e r r e d  item. 

The Department's concern i s  t h a t  without p r i o r  query of 
the  r e q u i s i t i o n e r  as to the a c c e p t a b i l i t y  of a s u b s t i t u t e ,  a 
force i s sue  p r a c t i c e  could r e s u l t  i n  i s s u i n g  the  wrong item. 
GSA be l i eves  the  r e q u i s i t i o n e r  has  l i t t l e  knowledge of the  
items' end u s e ( s )  and c o u l d  n e i t h e r  j u s t i f y  t h e  use of t h e  pre- 
f e r r e d  i tem or  r e a d i l y  determine the  a c c e p t a b i l i t y  of  a-non-- 
p re fe r red  item. 
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GAO found t h a t  i n  an i tem reduct ion s tudy the interchange-  
a b i l i t y  r e l a t i o n s h i p s  between i tems a re  made and concurred to 
b y  the u s e r s .  The dec i s ions  have subsequently been proved 
v a l i d  when r e q u i s i t i o n e r s  have accepted over 90 percent  of a l l  
s u b s t i t u t e  i tems of fered .  We bel ieve  the  Government engineers  
and technic ians  can make the  in te rchangeab i l i ty  dec i s ions ,  
record the dec is ion  i n  supply management records ,  and success-  
f u l l y  operate  under a rev ised  force i s s u e  pol icy  which w i l l  use 
nonpreferred a s s e t s  i n  a t imely manner and thus  reduce the  
l o g i s t i c s  c o s t s  of holding these i tems. (B-146778, O c t .  2 1 ,  
1974.)  

Appropriation 

Operation and Maintenance 

Issue for consideration by the 
Committees'on Appropriations 

Defense, GSA, and o the r  Government agencies should be 
able to improve l o g i s t i c s  opera t ions  and save m i l l i o n s  of 
d o l l a r s  annually i n  operat ing c o s t s  by improving item re-  
duct ion programs, p a r t i c u l a r l y  b y  implementing an e f f e c t i v e  
force i s sue  po l i cy  which would assure t h a t  the  superseded 
i tems ge t  i ssued  before they become obsole te .  

I 
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SUPPLY MANAGEMENT 

De par tment of  De  f e nse 

Numerically c o n t r o l l e d  (NC) i n d u s t r i a l  equipment i s  con- 
t r o l l e d  au toma t i ca l ly  b y  coded i n s t r u c t i o n s  - It i s  expensive 
and complex b u t  o f f e r s  tremendous p r o d u c t i v i t y  i n c r e a s e s  and 
sav ings  i n  i n d u s t r i a l  o p e r a t i o n s- - p a r t i c u l a r l y  for s m a l l - 1 s t  
product ion.  W e  surveyed m i l i t a r y  i n d u s t r i a l  a c t i v i t i e s '  
management of  NC equipment and found t h e y  d i d  no t  g ive  enough 
a t t e n t i o n  t o  i t .  The a c t i v i t i e s  d i d  no t  adequa te ly  p l a n  f o r ,  
manage, or follow up on NC equipment and d i d  no t  t a k e  ad- 
vantage of such b e n e f i t s  a s  reducing i n v e n t o r i e s  of low-  
demand i t e m s  by s tock ing  t a p e s  i n s t e a d .  One of the  b i g g e s t  
problems fac ing  NC equipment users w a s  a l a c k  of  s tandard-  
i z a t i o n  i n  NC systems. 

These c o n d i t i o n s  suggested t h a t  a more coo rd ina t ed ,  
a c t i v e  Department r o l e  w a s  needed. W e  t h e r e f o r e  recommended 
t h a t  t h e  S e c r e t a r y  of Defense e s t a b l i s h  a c e n t r a l i z e d  group 
t o  coo rd ina t e  t h e  s e r v i c e s '  use of  numerical  c o n t r o l  and t o  
work wi th  p r i v a t e  i n d u s t r y  i n  developing t h e  NC f i e l d  and i n  
encouraging s t a n d a r d i z a t i o n  of  hardware and sof tware .  The 
Department r e p l i e d  t h a t  i t  planned to e s t a b l i s h  a t r i - s e r v i c e  
group t o  improve NC equipment ' s  management and u t i l i z a t i o n  
and devote  a t t e n t i o n  t o  S t anda rd i za t ion .  The Department a l so  
said i t  would s tudy  the  f e a s i b i l i t y  and economy of reducing 
spare p a r t s  i n v e n t o r i e s .  (B-140389, Sept. 24,  1974.)  

Aimropr i a t i o n s  

F a c i l i t i e s  and Cons t ruc t ion  

Procurement 

Operat ion and Maintenance 

Tssue f o r  consideration bv t h e  

Before s i g n i f i c a n t  procurements o f  numer ica l ly  c o n t r o l l e d  
equipment a r e  au tho r i zed  and funded, t h e  s e r v i c e s  should i m p l e -  
ment t h e  c o r r e c t i v e  measures we have recommended i n  our  report .  
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SUPPLY MANAGEMEJSJT 

I m p r o v e m e n t s  Needed I n  U . S .  C o n t r a c t o r s  
T r a i n i n g  of R e p u b l i c  o f  V i e t n a m  Armed F o r c e s  --.v7--_-I-_--- --------- 
I-__~____I________________________-_ 

Department of Defense 

GAO reviewed 9 of 34 l o g i s t i c s  support  c o n t r a c t s  valued 
a t  $43.3 mi l l ion  he ld  by U.S.  con t rac to r s  as of September 1973 
t o  provide t r a i n i n g  t o  the  Republic of Vietnam Armed Forces 
(RVNAF). The 9 c o n t r a c t s  examined--6 f o r  the Vietnamese A i r  
Force and 3 fo r  t h e i r  Army--were administered by t h e  Defense 
Attache Office and had a value of $13.1 mi l l ion .  GAO wanted 
t o  f i n d  out  i f  U.S.  con t rac to r s  were helping RVNAP become 
s e l f- s u f f i c i e n t  i n  c e r t a i n  l o g i s t i c  funct ions  wi th in  the  time 
es tab l i shed  i n  the  con t rac t s .  GAQ found t h a t  the e f f e c t i v e-  
ness  of  con t rac to r  t r a i n i n g  was l imi ted  and RVNAF s e l f - s u f f -  
c i e n c y  d e l a y e d  b e c a u s e :  

1. 

2. 

3 .  

4. 

Not enough people were being t r a i n e d  i n  s p e c i f i c  
s k i l l s .  

S u f f i c i e n t  a t t e n t i o n  had not  been given t o  t r a i n-  
ing  supervisory and middle-management personnel.  

High percentages of t r a i n e e s  and graduates  were 
absent or  i d l e  during the  t r a i n i n g  per iods .  Con- 
t r a c t o r s  have no c o n t r o l  over t h i s  and were no t  
a s s i s t e d  b y  Vietnam m i l i t a r y  o f f i c i a l s ,  

Poor l o g i s t i c s  support  from the  Vietnam A i r  Force 
supply system r e s u l t e d  i n  c o n t r a c t o r s  no t  being 
provided w i t h  the  necessary equipment f o r  t r a i n i n g .  

GAO ' s  recommendations, w i t h  which the Department con- 
curred ,  were th ree fo ld :  

1. Obtain a commitment from RVNAF t h a t  personnel w i l l  
be assigned t o  and be a c t i v e  i n  the program. 

2. Involve middle-management personnel i n  a reas  i n t r o-  
ducing new funct ions .  
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3 .  Require c o n t r a c t o r s  to n o t i f y  the  Defense Attache 
Off ice  of a l l  supply problems which it will communi- 
c a t e  t o  the  RVNAF t o  f i n d  s a t i s f a c t o r y  s o l u t i o n .  
(B-159451, June 11, 1974.) 

Appropriation 

Special  Defense Assistance Appropriation f o r  Vietnam, 
f iscal  year 1975--Account 9751087 

Issues for consideration by the 
Committees on Appropriations -T---------7- -- -- 

1. The need €or improved. t r a i n i n g  of RVNAF. 

2.  The impact of t h i s  on a i d  appropr ia t ions  t o  the  
Vietnam Armed Forces. 
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SUPPLY MANAGEMENT 

Navy Loq i s t i c  Support of  t h e  7th F l e e t  i n  Southeast  A s i a :  
cont inuinq Logistic I s sues  and Cons t ra in t s  

Department of the  Navy 

Through a massive and concerted e f f o r t ,  the  Navy w a s  re- 
sponsive in keepinq the shiPs--carriers and 0th;; combatants-- 
a t  t h e i r  ba t t l e  s t a t i o n s  in-Southeas t  A s i a .  The ships were 
kept  on s t a t i o n  by giving them and supporting shore a c t i v i t i e s  
p r i o r i t y  of resources- - financial ,  materiel, and personnel-- 
before and during the  7th F l e e t  deployments. But t h i s  re-  
duced resources  ava i l ab le  t o  o t h e r  naval  fo rces ,  de fe r red  
ship r e p a i r s ,  and had a det r imenta l  e f f e c t  on the Navy's 
a b i l i t y  t o  r e t a i n  q u a l i f i e d  personnel. 

- . _. 

A shortage of r e p a i r  parts and components reduced ships' 
and aircrafts '  c a p a b i l i t i e s  t o  perform t h e i r  designed missions.  

GAO made recommendations t o  t h e  Secre tary  of the  Navy - con- 
cerning stockage of low- and no-demand items, increasing the 
use of a i r  shipment for supply s tock ,  rework o f  aircraft com- 
ponents, t e s t i n g  of weapons systems, improving personnel  re-  
t e n t i o n  programs, and c e n t r a l i z i n g  management of c o n t r a c t o r  
and Navy civilian technical representatives. 

The Navy concurred wi th  GAO'S recommendations and has  
planned o r  i n i t i a t e d  management a c t i o n s  t o  improve the  l o g i s t i c  
support  t o  the  f l e e t s .  (B-146964, June 25,  1974.) 

Appropriation 

Operation and Maintenance (Navy) 

Issues for consideration by the 
Committees on Appropriations 

1. During hear ings  on the Navy's budget,  the  committees 
may w i s h  t o  d i s c u s s  wi th  Navy r e p r e s e n t a t i v e s  the  
impact of t h e  following a l t e r n a t i v e s :  
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--Shifting the  p r i o r i t y  of resource a l l o c a t i o n  toward 
the  cu r ren t  opera t iona l  and maintenance needs o f  t h e  
sh ips ,  a i rcraf t ,  and shore a c t i v i t i e s .  

--Allocating a d d i t i o n a l  opera t iona l  and maintenance re-  
sources t o  upgrade the  s t a t u s  of the  f l e e t s  and shore 
a c t i v i t i e s .  

--Requiring t h a t  the  s i z e  of the  f l e e t s  and the  number 
of supporting shore a c t i v i t i e s  be reduced t o  l e v e l s  
which could be supported wi th  ava i l ab le  resources .  

2 .  The committees a l s o  may wish t o  d i s c u s s  t h e  t rade-  
o f f s  and impacts t h a t  each a l t e r n a t i v e  w i l l  have on 
the  s i z e  and combat r ead iness  of the  f l e e t s  i n  meet- 
ing  cur ren t  and p o t e n t i a l  t h r e a t s  i n  c e r t a i n  areas 
of the world as w e l l  a s  on o v e r a l l  U . S -  fo re ign  
pol icy .  
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TRANSPORTATION 

Department of Defense 

Each year  t h e  Department pays about $60 m i l l i o n  of  con- 
g r e s s i o n a l  appropr ia t ions  for  t h e  t r a n s p o r t a t i o n  of Armed 
Forces exchange cargo between t h e  United States and overseas  
p o i n t s .  Congress is aware o f ,  and apparent ly approves, t h e  
use  of appropriated funds t o  pay some of the t r a n s p o r t a t i o n  
costs of the m i l i t a r y  exchanges. But GAO could f i n d  nothing 
t o  i n d i c a t e  t h a t  t h e  Congress i s  aware t h a t  such funds  are 
being spent  t o  procure t r a n s p o r t a t i o n  s o l e l y  f o r  exchange 
goods. 

S t a t u t e s  governing t h e  Army and A i r  Force permit appro- 
p r i a t e d  funds t o  be used f o r  t r a n s p o r t a t i o n  c o s t s  of exchange 
cargo wher,  it i s  c a r r i e d  on pub l i c  t r a n s p o r t a t i o n  no t  rsqulr- 
ed f o r  o the r  purposes. Although t h e r e  is  no l e g i s l a t i v e  
h i s t o r y  def in ing  "publ ic  t r a n s p o r t a t i o n , "  a reasonable i n t e r -  
p r e t a t i o n  would include those conveyances owned, leased, or  
char tered  by t h e  Government w h e r e  t h e  Government is  a l ready 
ob l iga ted  t o  pay f o r  t h e  space whether it is  used o r  no t ,  

A f t e r  reviewing t h e  matter and evalua t ing  the var ious  
i n t e r p r e t a t i o n s  of t h e  p e r t i n e n t  s t a t u t e s ,  GAO be l ieved 
t h e r e  w a s  considerable  doubt a s  t o  t h e  i n t e n t  of the Con- 
g r e s s  w i t h  r e spec t  t o  using appropriated funds t o  f inance 
t r a n s p o r t a t i o n  c o s t s  incurred  s o l e l y  f o r  exchange goods. 

Defense o f f i c i a l s  disagreed w i t h  G A O ' s  i n t e r p r e t a t i o n  
of "publ ic  t r a n s p o r t a t i o n ,  I' A l s o ,  they bel ieved tha t  the 
Congress w a s  aware of and agreed with t h e  use of appropri-  
a t e d  funds f o r  exhange shipments, 

Despite the Department's p o s i t i o n ,  GAO s t i l l  be l ieved 
congressional  i n t e n t  w a s  no t  c l e a r .  GAO the re fo re  recom- 
mended t h a t  the Congress consider  whether i t  i s  appropr ia te  
for t h e  Government t o  continue paying t h e  c o s t  of t r anspor t-  
ing  exchange goods by using space on t r a n s p o r t a t i o n  f a c i l i -  
t i e s  n o t  owned by the Government o r  f o r  which t h e  Govern- 
ment i s  n o t  otherwise obl iga ted  t o  pay. 
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In response to the GAO report, Defense officials reaf- 
firmed their position. GAO is not aware of any action tak- 
en by the Congress or congressional committees on the mat- 
ter. (B-169972, Aug. 6, 1973.) 

Appropriation 

Operation and maintenance funds of each military ser- 
vice 

Issue for consideration by the 
Committees on Appropriations ---- --------- -- 
----------__----- 

~ 

The committees should consider whether appropriated 
funds should continue to be used for paying the cost of 
transporting exchange goods on transportation facilities 
not owned by the Government or for which the Government is 
not otherwise obligated to pay. 
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DEPARTMENT 

CONTMCTS 

Ways to Reduce 

OF DEFENSE--PROCUREMENT 

Administrative Costs of 

AND CONTRACTS 

Awardina Nesotiated Contracts 

The Department spent $30 billion under negotiated con- 
tracts in fiscal year 1973 for millions of different goods 
and services. Individuals in and out of Government fre- 
quently have expressed the view that Defense can improve 
its negotiated buying without weakening numerous laws, rules, 
and regulations designed to safeguard the taxpayer's dol- 
lar. 

Therefore, GAO examined Defense policies and practices 
for buying parts and components by negotiation to identify 
opportunities to improve Defense procurement methods. To 
gain further insight into this complex subject, GAO inquir- 
ed into how business firms bought parts and components sim- 
ilar to those Defense bought. 

GAO concluded that the Department could reduce the 
administrative costs of its negotiated procurements without 
sacrificing adequate competition, reasonable prices, or the 
nonprocurement goals of the Congress. 

GAO recommended that the Congress enact legislation: 

--Raising the ceiling price of procurements subject 
to simplified procurement procedures. 

--Authorizing agencies to solicit proposals from a 
competitive, rather than the maximum, number of 
sources. 

--Repealing the requirement that contracting of- 
ficers prepare determinations and findings for 
certain procurements. 

Public Law 93-356, signed July 25, 1974, raised the 
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ceiling price of procurements subject to simplified procure-  
ment  from $ 2 , 5 0 0  t o  $10 ,000 .  

A b i l l  t h a t  would have s a t i s f i e d  t h e  two r ema in ing  GAO 
recommendat ions  was i n t r o d u c e d  i n  t h e  House of R e p r e s e n t a-  
t i v e s  i n  J u n e  1 9 7 3  and r e f e r r e d  t o  t h e  Committee on t h e  
J u d i c i a r y .  The b i l l  e x p i r e d  w i t h  t h e  end of t h e  93 rd  Con- 
q r e s s  w i t h o u t  any a c t i o n  having  been  t a k e n  by t h e  Commit tee .  
(8-3.68450, S e p t .  1 7 ,  1 9 7 3 . )  

Appropriations 

Operations and Maintenance (Army) (Navy) (Marine Corps) 
(Air Force) (Defense Agencies) 

Procurement (Army) (Navy) (Marine Corps) (Air Force) 
(Defense Agencies) 

Issues for  c o n s i d e r a t i o n  by t h e  
Commit tees  on A m r o D r i a t i o n s  

~ 

1. Annual s a v i n g s  i n  a d m i n i s t r a t i o n  c o s t s  of s e v e r a l  
m i l l i o n  d o l l a r s  may be a v a i l a b l e  a t  Defense  p r o c u r e-  
ment c e n t e r s  due t o  t h e  h i q h e r  c e i l i n g  f o r  s impli-  
f ied  Drocurement .  T h e s e  p o t e n t i a l  s a v i n g s  s h o u l d  
be c o n s i d e r e d  i n  Defense  a o p r o p r i a t i o n  r e q u e s t s .  

Legislation to permit solicitation of proposals 
from a competitive number of sources and to repeal 
the requirement that determinations and findings 
be prepared by contracting officers for certain 
negotiated procurements would permit substantial 
savings in administrative costs. 
$150,000 annually could be saved if the determina- 
tions and findings documentation did not have to 
be prepared. 
matters is enacted, the probable savings should be 
considered in Defense appropriation requests. 

2. 

As much as 

If legislation dealing with these 
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FINANCIAL MANAGEMENT 

Action Needed to Recover Costs of Government-Owned Plant 
And Equipment for Foreign Military Sales 

Department of Defense 

The Department’s industrial activities and many of its 
contractors use Government-owned plants and equipment in 
producing weapons. Defense regulations require that its 
industrial activities charge depreciation of plant and equip- 
ment and other unfunded costs to non-Federal customers, in- 
cluding foreign governments. 

GAO reported to the Secretary of Defense in 1972 that 
several Defense industrial activities were not charging for- 
eign governments for unfunded costs nor €or the cost of Gov- 
ernment-owned equipment used by Defense contractors. 

GAO recommended that action be taken to recover these 
costs on future sales and that internal audits of the pric- 
ing of sales to non-Federal customers be performed period- 
ically, 

In June 1974 the Department completed an internal audit 
in which it found that many of its industrial. activities 
were still not making the required charges. The Department - 

identified $4-7 million of unfunded costs that should have 
been, but were not, recovered by Defense industrial act iv i-  
ties during the period January 1971 -to January 1974. We 
also determined, at that time, that the cost of contractor- 
operated plant and equipment was not being charged to for- 
eign governments. (B-174901, Sept. 7, 1972, Apr. 9 ,  1933,  
and O c t .  7 r  1974.) 

Appropriation 

Operation and Maintenance (Army) (Navy) (Air Force) 

I 
Committees on Appropriations 
- 

Significant losses on foreign military sales are being 
incurred because the: 

--Defense activities have not fully implemented Defense 
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r egu la t ions  r equ i r ing  the recovery of unfunded c o s t s  
app l i cab le  t o  such sales by Defense i n d u s t r i a l  ac- 
t i v i t  ies. 

--Army is no t  recovering the c o s t s  of the use  of p l a n t  
and equipment loca ted  a t  Government-&ned con t rae to r -  
operated p l a n t s  t o  produce weapons for such sales. 

- - O f f i c e  of the Secre tary  of  Defense has no t  d i r e c t e d  
the recovery of the c o s t s  of using Government-owned 
equipment furn ished  t o  c o n t r a c t o r s  and used by t h e m  
t o  produce weapons f o r  such sales. 
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PROCUREMENT 

Department of Defense 

GAO evaluated the life cycle costing (LCC) acquisition 
technique to determine its potential for broader application 
in awarding Defense contracts for parts and components. 
Under LCC, the contract award is based not only on purchase 
price but also on the useful life and cost of maintaining 
the product. In 1965 the Department began a test program 
using this concept and issued implementing guidelines in 
1970. 

Although the LCC concept has been accepted widely by 
Defense engineering and procurement managers and by indus- 
try, it has been successful in Defense at only the five or 
six buying activities which have used it aggressively. GAO 
made various recommendations to the Office of the Secretary 
of Defense (OSD)  designed to promote greater use of LCC in 
the Department. Some of these recommendations were accept- 
ed. 

OSD advised, however, that it was not prepared to adopt 
on a wide scale our suggestion to apply LCC to the award of 
subcontracts. OSD believed there was potential for using 
LCC with subcontracts under ''certain flexible price or cost 
reimbursement type (prime) contracts"; however, it did not 
believe such potential existed with firm fixed-price con- 
tracts because the contractors would have no incentive to 
award subcontracts on an LCC basis. GAO believes LCC could 
be applied to subcontracts under fixed-price prime contracts 
if the competition for the prime contract specifically pro- 
vided for consideration of LCC as a source selection factor. 

OSD thought our recommendation to place prime responsi- 
bility for LCC with engineering and requirements personnel 
was sound; however, it indicated no plans to encourage this 
organizational alinement. In view of an OSD comment that 
this idea was sound and the LCC successes achieved by the 
Defense component already following the recommended proce- 
dure (the Air Force Logistics Command), we believe further 
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a c t i o n  by OSD i s  appropr ia te .  (B-178214, May 21,  1973.) 

Appropriations 

Operations and Maintenance (Army) (Navy) (Marine Corps) 
( A i r  Force) (Defense Agencies) 

Procurement (Amy) (Navy) (Marine Corps) ( A i r  Force) 
(Defense Agencies) 

Issue for consideration bv the 
Committees on Aporopriations 
__--I_----II----- 

1. Cost savings are a v a i l a b l e  i f  OSD, using appropri-  
ate techniques,  encouraged i t s  f ixed- pr ice  prime 
c o n t r a c t o r s  t o  award subcont rac ts  on an LCC basis. 

2 .  C o s t  savings are a v a i l a b l e  i f  OSD encouraged the 
m i l i t a r y  se rv ices  and o t h e r  Defense agencies  t o  
place prime r e s p o n s i b i l i t y  for  LCC w i t h  engineer-  
ing  and requirements personnel.  
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PROCUREMENT 

All Government agencies 

GAO supports the recommendation of the Commission on 
Government Procurement for improving the system for collec- 
tion and dissemination of procurement statistics by comod- 
ity and agency to meet congressional, executive branch, and 
industry needs. 

In a report to the Administrator of the General Ser- 
vices Administration, GAO identified a number of additional 
data elements for inclusion in the system that we believe 
would be of interest to the Congress. The Administrator 
agreed to give these elements consideration in implementing 
the system. The system, as presently envisioned, would be 
managed by the General Services Administration, which would 
issue appropriate statistical abstracts and respond to data 
requirements from the Congress. It is anticipated that the 
system will be partially implemented by October 1975. Copies 
of the report were furnished to the House and Senate Commit- 
tees on Government Operations and Appropriations. (B-160725, 
June 18, 1974,) 

Appropriations 

Procurement and Operation and Maintenance (General Ser- 
vices Administration) 

Issues for consideration by the 
Committees on Appropriations 
----~-------l---T--T------ 

-----_--____-----_-------- 
1. The extent that the data bank information will sat- 

isfy the needs of the Appropriations Committees 
and the number of existing reports from executive 
agencies which can be eliminated as a result. 

2. The extent that additional funds will be required 
to establish, operate, and maintain the data bank. 
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SUPPLY MANAGEMENT 

Effective Control Could Improve 
Ammunition Logistics 

-----.---- 
7 - l -  

-------I---- 

Department of Defense 

GAO reported to the Congress that each of the military 
services had complex and unusual logistics systems for pro- 
viding conventional amunition, ranging from rifle bullets 
to sophisticated bombs, to their operating forces. 

GAO's review of the key logistics functions--require- 
ments determinations, procurement, production scheduling, 
and storage and distribution--showed that management was 
not satisfactory in terms of economy and efficiency. The 
study concluded that Defense-wide planning, matching re- 
quirements with capabilities under strong central manage- 
ment, was needed to improve ammunition logistics and reduce 
procurement, production, storage, and distribution costs. 

GAO recommended that the Secretary of Defense establish 
central management for conventional ammunition either by 
creating a new ammunition organization or by assigning this 
responsibility to one service. The central managers would 
be responsible for consolidating requirements for ammunition 
items determined by each service and for the inventory ac- 
counting, procurement, production, storage, and distribution 
functions. 

Defense officials agreed with GAO's conclusions that 
Defense-wide perspective in munition management needs im- 
proving and established a Joint Conventional Ammunition 
Production organization consisting of a coordinating group 
and working committees operating under the Joint Logistics 
Commanders, The Department recognizes the inherent advan- 
tages and disadvantages of the current organization and has 
requested the joint logistics commanders to draft an imple- 
menting plan and any impact statements by December 1974 for 
assigning ammunition management to the Secretary of the 
Army as the single manager. 

During July 1975 the Department plans to assess the 
performance of the Joint Conventional Ammunition Production 
organization and determine whether ammunition management 
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should be assigned to the Secretary of the Amy. (B-176139, 
Dec. 6, 1973.) 

Appropriation 

Procurement (Army) (Navy) (Marine Corps) (Air Force) 

1. Significant savings are available through central 
management of ammunition logistics. 

2. Improvement in readiness would accrue by stronger 
central management of ammunition, 
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SUPPLY MANAGEMENT 

Improvements Needed in Managinq 

Department of the Air Force 

The Air Force uses a mechanized system to manage such 
nonexpendable equipment items as generators, vehicles, test 
equipment, and tools. Data from this system is used to 
make decisions to buy for future needs, retain or release 
equipment, and support requests for funds from the Congress. 
The A i r  Force has about 86,000 line items of nonexpendable 
equipment with a worldwide inventory of about $8.3 billion. 

On the basis of an analysis of 200 statistically se- 
lected computations, GAO concluded that unreliable data 
was being used to compute requirements which caused gross 
equipment needs to be significantly misstated and assets 
available to meet these needs to be incorrectly stated. 
GAO concluded that the need to buy equipment valued at $532 
million as determined by the Air Force was overstated, 

In a report to the Congress, GAO made specific recom- 
mendations to the Secretary of the Air Force with regard 
to: 

1. System weaknesses and source data. 

2. Command and base reporting. 

3,  Training and management reviews, 

The Assistant Deputy Secretary of the Air Force for 
Supply and Maintenance acknowledged that errors do exist 
and said that refinements of the system as well as compli- 
ance with the system are necessary. According to the Air 
Force : 

--A group has been established to modernize the system. 

--Policies, procedures, and automated management capa- 
bility to improve system weaknesses and source data 
w i l l  be prescribed in the plan for the system's up- 
date 



- - A i r  Force headquarters  w i l l  work w i t h  i ts commands 
and subordinate a c t i v i t i e s  t o  m e e t  o b j e c t i v e s  of 
command and base repor t ing ,  

--Materiel Management Review Team opera t ing  ins t ruc-  
t i o n s  w i l l  be revised.  Emphasis w i l l  be placed on 
t r a i n i n g  personnel.  (B-133361, Feb. 2 6 ,  1974.) 

Appropriation 

Various A i r  Force appropr ia t ions  including o the r  pro- 
curements, a i r c r a f t  procurements, and m i s s i l e  procurements 

The A i r  Force is  t o  be commended f o r  the c o r r e c t i v e  
a c t i o n  it has  a l ready taken; however, the system weaknesses 
w i l l  no t  be f u l l y  correc ted  u n t i l  the A i r  Force's Advanced 
L o g i s t i c s  System is  opera t ional .  
r eques t s  for funds for nonexpendable equipment could be i n  
error. 

U n t i l  then the A i r  Force ' s  
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SUPPLY MANAGEMENT 

Department of  Defense 

The Department has  e s t ab l i shed  a uniform p o l i c y  and 
s tandardized procedures f o r  ve r i fy ing  t h e  cont inuing need 
f o r  materiel on o ld ,  u n f i l l e d  o rde r s .  Inventory c o n t r o l  
p o i n t s  (ICPs) i n i t i a t e  the process whereby r e q u i s i t i o n i n g  
ac t iv i t i e s  v a l i d a t e  and reconc i l e  h igh- pr io r i ty  o rde r s  30 
or more days o ld  and low- prior i ty  o rde r s  75 o r  more days 
o l d  w i t h  their customers four  t i m e s  a year.  The requis i-  
t i o n i n g  a c t i v i t y  is then  requi red  t o  r econc i l e  those  i t e m s  
recorded as on order  a t  the I C P s  w i t h  i t s  records  of out-  
standing o rde r s  and t o  n o t i f y  the I C P s  of corrections and 
c a n c e l l a t i o n s  t o  be made t o  the I C P s '  records.  

The A i r  Force, w i t h  Defense approval,  has implemented 
its own procedures f o r  the r e q u i s i t i o n i n g  ac t iv i t i es  t o  
i n i t i a t e  monthly r e c o n c i l i a t i o n  and v a l i d a t i o n  of high-pri-  
o r i t y  r e q u i s i t i o n s  30 or more days o ld  and low- pr ior i ty  re- 
q u i s t i o n s  60 o r  more days o l d  w i t h  t h e i r  customers. The 
I C P s  are then  requi red  t o  r econc i l e  these u l t s  w i t h  thei r  
records  and e i t h e r  cancel  or  take o t h e r  a p r i a t e  a c t i o n  
f o r  a l l  unreconciled t r ansac t ions .  The A i r  Force program 
is  more e f f e c t i v e  than  the Defense program and has a much 
l o w e r  'ratio of i n v a l i d  materiel o r d e r s  t o  t o t a l  o r d e r s  val- 
ida ted .  The A i r  Force program w a s  able t o  prevent  shipment 
of a l l  b u t  $600,000 worth of unneeded materiel during 3 
monthly va l ida t ions .  The Army and N a v y  w e r e  unable t o  stop 
shipment of over $100 mi l l ion  worth of unneeded materiel 
during a l ike  period.  

Unnecessary t r anspor ta t ion  and handling c o s t s  of about 
$15.6 m i l l i o n  were incurred during a 3-month v a l i d a t i o n  per-  
iod  because i n v a l i d  o rde r s  were e i t h e r  undetected or  were de- 
tec ted  too  l a t e  t o  s t o p  shipment. I n  a d d i t i o n ,  approximately 
$22 m i l l i o n  worth of m a t e r i e l  was purchased unnecessar i ly  be- 
cause i n v a l i d  o rde r s  i d e n t i f i e d  during t h i s  same v a l i d a t i o n  
period were not  e l iminated  from demand h i s t o r i e s  and were used 
i n  requirement computations by the  Army and the Navy. 

63 



Defense o f f i c i a l s  agreed w i t h  GAO's f indings  and gen- 
e r a l l y  w i t h  i ts  recommendations f o r  improvement, The De- 
partment d i r ec t ed  a one-time automatic cance l l a t ion  of a l l  
r equ i s i t i ons  1 year  o r  o lde r  w i t h  provisions f o r  customer 
reinstatement  i f  a v a l i d  need s t i l l  existed. This ac t ion  
r e su l t ed  i n  cancel la t ion  of materiel orders  valued a t  $45 
m i  1 1 ion 

I n  response t o  recommendations made t o  the Secretary 
of Defense i n  a r epo r t  t o  the Congress, GAO was  informed 
that: 

--The Navy would conduct a test of monthly customer- 
i n i t i a t e d  va l ida t ions  which is  t o  be accomplished 
i n  the 3d quar te r ,  f i s c a l  year  1975. This is t o  be 
the first s t e p  toward implementation of the po l icy  
of monthly va l ida t ion  of u n f i l l e d  o rders  f o r  mater- 
ie l .  

--The Navy would complete conversion of computer pro- 
grams necessary t o  remove i nva l i d  demands f r o m h i s -  
tor ica l  da ta  bases used i n  computing materiel re- 
quirements during the 3d quar te r ,  fiscal year  1975. 
The Navy w i l l  implement the converted programs by 
Ju ly  1, 1975. 

g 
--Scheduled aud i t s  by the Deputy Ass is tant  Secretary 

of Defense (Audit) and the se rv ice  aud i t  agencies, 
beginning with the f i s c a l  year  1975 program, w i l l  
include v e r i f i c a t i o n  tha t  all canceled demands are 
removed from the historical  demand data base. 

--The Department w i l l  i n i t i a t e  a study t o  determine 
the f e a s i b i l i t y  of canceling s e l e c t i v e  u n f i l l e d  re- 
q u i s i t i o n s  over 6 months old on an exception basis. 
(B-162152, May 21,  1974.) 

Appropriations 

Procurement and operat ions and maintenance 
the m i l i t a r y  se rv ices  

funds f o r  

Issue for consideration by the 
Committees on Appropriations - ll____l__.- --,--- 

The O f f i c e  of the Secretary of Defense i s  t o  be com- 
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mended on its efforts to initiate improvements in policy and 
procedures for identifying and canceling old, unfilled or- 
ders f o r  materiel, However, continued surveillance and ag- 
gressive management is required to insure that the Navy 
carries out its test and converts its computer program, 
The Navy has consistently deferred action on the conversion 
of its computer program to remove invalid past demands 
since 1969. 
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SUPPLY MANAGEMENT 

The economic order  q u a n t i t y  p r i n c i p l e  (EOQ) i s  a math- 
ematical method f o r  determining the purchase q u a n t i t y  t h a t  
w i l l  r e s u l t  i n  t h e  lowest t o t a l  c o s t s  f o r  order ing  and hold- 
ing inventory t o  meet expected supply requirements, 

GAO concluded t h a t  the Department i s  not  saving as 
much a s  it could i n  opera t ing  c o s t s  and reduced inventory 
investments because the m i l i t a r y  organiza t ions  surveyed are 
n o t  proper ly  applying the EQQ p r i n c i p l e ,  

I n  a r e p o r t  t o  t h e  Congress, GAO recommended. t h e  See- 
r e t a r y  of Defense i n s t r u c t  t h e  m i l i t a r y  se rv ices  t o  comply 
wi th  e x i s t i n g  i n s t r u c t i o n s  by 

--reviewing and updating cost f a c t o r s  2nd 

--developing a d d i t i o n a l  f a c t o r s  t o  better 
ref lec t  order ing  and holding costs. 

GAO f u r t h e r  recommended t h a t  t h e  Secre tary  

- - i n i t i a t e  a p i l o t  program t o  tes t  the fea- 
s i b i l i t y  of removing t h e  requirement for 
minimum supply o rde r s  and 

-- revise the e x i s t i n g  i n s t r u c t i o n  t o  include 
a d d i t i o n a l  i t e m s ,  p a r t i c u l a r l y  reparables ,  
i n  the EOQ p r i n c i p l e  and requ i re  procuring 
a c t i v i t i e s  t o  obta in  and use q u a n t i t y  p r i c e  
d iscount  information, 

The P r i n c i p a l  Deputy A s s i s t a n t  Secretary of Defense 
( I n s t a l l a t i o n s  and L o g i s t i c s )  agreed with our recommenda- 
t i o n s  except  f o r  t h e  u s e  of a d d i t i o n a l  order ing  c o s t  f a c t o r s  
and t h e  removal of t h e  minimum buying requirement. He said 
t h e  use  of c u r r e n t  ordering costs and t h e  cons idera t ion  of 
t h e  a d d i t i o n a l  costs of t h e  Defense Contract  Audit Agency 
on an except ion b a s i s  f o r  h igher  d o l l a r  procurements would 



provide adequate sensitivity f o r  EOQ results. The Depart- 
ment constrained the minimum EOQ to a minimum buy of 3 
months to avoid uneconomic repetitive procurements of high- 
dollar and high-demand items. (B-133396, June 27, 1974.) 

Appropriation 

Operation and Maintenance (Army) (Navy) (Air Force) 

. The military services can achieve savings by improving 
the application of the EOQ principle, 
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TRANSPORTATION 
I 

Improve Congressional Awareness of Future 
Long-Term Leasing Arrangement 
for Non-Real-Estate-Type Assets 

Department of  the Navy 
-------I---- MiTitary Sealift Command 

By leasing instead of purchasing 
tankers, the Navy was not required to 

-~__---_-----I- 

nine comercial oil 
obtain specific con- 

gressional authorization and approval. Budgetary constraints 
on obtaining "procurement" dollars and the relative ease of 
obtaining "operation and maintenance" dollars was a factor 
that motivated the Navy to decide on long-term leasing as a 
means of acquiring new ships, Navy officials agreed that 
they could improve the manner in which Congress was inform- 
ed of the plans to build nine new ships and then lease them 
for 20 years. 

In a report to Congresso GAO recommended that the Sec- 
retary of Defense improve the congressional awareness of 
future build and charter programs by 

--providing it with information on the proposed method 
of acquisition (long-term leasing or purchasing), 

--providing, to the appropriate congressional commit- 
tees, a detailed cost analysis showing the full im- 
pact on fu%ure budgets when long-term leasing is the 
proposed acqui sition method and 

--requiring analyses of long-term leasing arrangements 
to be made on a total-cost-to-the-Government basis, 
including the direct effects on delayed payments of 
income taxes. 

Since the Navy's build and charter program is similar 
to Government programs for leasing buildings, the Congress 
should evaluate the need for legislation similar to Public 
P ~ P  92-313 of June B6, 1972, which mended the Public Build- 
ings AC% of 1959, which requires (1) congressional approval 
of l eases  greater than $500,000 a year and (2) a prospectus 
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containing the details of the transaction be provided to 
the Congress. 
long-term leasing of such assets as ships. 

Similar legislation may be appropriate for 

S i n c e  t h e  b u i l d  and c h a r t e r  program can  be c o n s i d e r e d  
as s e t t i n g  a p r e c e d e n t ,  l e g i s l a t i o n  c o u l d  be an e f f e c t i v e  
t o o l  t o  i n s u r e  c o n g r e s s i o n a l  c o g n i z a n c e  of f u t u r e  long- term 
l e a s i n g  programs.  (B-174839, Aug. 1 5 ,  1973 . )  

I n  J a n u a r y  1975 ,  Defense  o f f i c i a l s  i n d i c a t e d  t h a t  a 
d r a f t  of p roposed  l e g i s l a t i o n  d e s i g n e d  t o  p r o v i d e  f u l l  d i s -  
c l o s u r e  t o  t h e  Congres s  on f u t u r e  b u i l d  and c h a r t e r  pro-  
grams had been s u b m i t t e d  t o  t h e  O f f i c e  of Management and 
Budget f o r  c o o r d i n a t i o n .  A l so ,  t h e  Departmen? of Defense  
is working on a d i r e c t i v e  w h i c h  a d d r e s s e s  t h i s  e f f o r t .  

Appropriation 

Operation and Maintenance (Army) (Navy) (Marine Corps) 
(Air Force) (Defense agencies) 

- 

Issue f o r  c o n s i d e r a t i o n  by t h e  
Commit tees  on A p p r o p r i a t i o n s  - 
---------- 
-- -- 

A determination should be made as to whether operation 
and maintenance funds are being used for acquisition, on a 
long-term basis, of capital assets. 
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TRANSPORTAT I ON - 
P o s s i b l e  Unnecessa ry  Requi rements  f o r  t h e  
T h i r d  Inc remen t  o f  2 z m i l r o a d  Tank Cars 

Department  of  t h e  Army 
7-- M i l i t a r v  T r a f f i c  Manaaement and Te rmina l  S e r v i c e  

The  Army i n t e n d e d  t o  u p d a t e  i t s  f l e e t  of r a i l r o a d  t a n k  
c a r s  by p r o c u r i n g  750 new c a r s .  The Army p lanned  t o  pur-  
c h a s e  162 c a r s  i n  f i s c a l  yea r  1974 w i t h  approved  f u n d s  and 
t o  r e q u e s t  f u n d s  f o r  358 and 230 c a r s  i n  f i s c a l  y e a r s  1975 
and 1977,  r e s p e c t i v e l y .  S u p p o r t  f o r  t h e  r e q u i r e m e n t  was 
based  on d a t a  p r e p a r e d  i n  1971  and r e f l e c t e d  a p o s s i b l e  ex-  
cess c a p a c i t y  i f  t h e  f u l l  q u a n t i t y  of 750 t a n k  ca rs  a r e  pur-  
c h a s e d .  I n  a r e p o r t  t o  t h e  S e c r e t a r y  of t h e  Army, GAO r e c -  
ommended t h a t  b e f o r e  funds  f o r  t h e  p rocu remen t  of t h e  t h i r d  
and  f i n a l  q u a n t i t y  of 230 t a n k  c a r s  a r e  a l l o c a t e d ,  c u r r e n t  
i n f o r m a t i o n  on t h e  use of t h e  t a n k  c a r  f l e e t  and p r o j e c t e d  
f u t u r e  r e q u i r e m e n t s  shou ld  be a n a l y z e d  t o  d e t e r m i n e  how much 
of t h e  f i n a l  q u a n t i t y  w i l l  be needed t o  t r a n s p o r t  f u t u r e  
p e t r o l e u m  p r o d u c t s  f o r  t h e  Department  o f  Defense .  (B-182033, 
Sept.  5 ,  1974 . )  

I n  c o n s i d e r i n g  t h e  Defense  A p p r o p r i a t i o n  B i l l  f o r  1975  
t h e  c o n f e r e n c e  commit tee  a g r e e d  w i t h  t h e  recommendation of 
t h e  House Committee t h a t  t h e  Army's request f o r  $8.6 m i l l i o n  
t o  buy r a i l w a y  t a n k  c a r s  be d e n i e d .  Late i n  November 1974 
Army o f f i c i a l s  a d v i s e d  u s  t h a t  c o n s i d e r a t i o n  was b e i n g  
g i v e n  t o  i n c l u s i o n  of t h e  f u n d s  d e n i e d  by Congres s  f o r  f i s -  
c a l  yea r  1975  i n  t h e  f i s c a l  yea r  1976 b u d g e t .  However, i n  
J a n u a r y  1975  we l e a r n e d  t h a t  t h e  Army d i d  n o t  r e q u e s t  f u n d s  
f o r  r a i l w a y  t a n k  c a r s  i n  t h e  f i s c a l  y e a r  1976 budge t  b u t  p l a n s  
t o  r e q u e s t  f u n d s  f o r  t h e  358 and 230 i n  f i s c a l  y e a r s  1977 
and 1978,  r e s p e c t i v e l y .  

Appropr i a t i o n  

Procurement  (Army) 

Issue f o r  c o n s i d e r a t i o n  by t h e  
Commit tees  on A m r o D i a t i o n s  
---- 

Although t h e  Army's c u r r e n t  p l a n  c a l l s  f o r  r e q u e s t i n g  
f u n d s  f o r  t h e  second and t h i r d  i n c r e m e n t s  i n  f i s c a l  y e a r s  
1977 and 1 9 7 8 ,  an a n a l y s i s  of c u r r e n t  i n f o r m a t i o n  on use 
and r e q u i r e m e n t s  f o r  t a n k  ca r s ,  i n  a c c o r d  w i t h  t h e  GAO r e c-  
ommendation,  may i n d i c a t e  a need f o r  changes  i n  t h e  Army's 
p l a n .  
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MILITARY ASSISTANCE 

FOREIGN ASSISTANCE 

U.S.  Assistance t o  The Khmer Republic (Cambodia) 

Department of Defense 

GAQ repor ted  t o  the  Congress on problems concerning c o m-  
pl iance  with the congressional  r e s t r i c t i o n s  and on management 
d e f i c i e n c i e s  impairing the  e f f e c t i v e n e s s  and e f f i c i e n c y  of U .S .  
a s s i s t ance  programs. 

GAO concluded t h a t  not  a l l  c o s t s  of U.S.  a c t i v i t i e s  i n  
Cambodia were repor ted  t o  the  Congress, even though expendi- 
t u r e  r e p o r t s  were prepared t o  comply with the  l e g i s l a t i o n ,  
GAO a l s o  concluded t h a t ,  while M i l i t a r y  Equipment Del ivery 
Team members were not assigned a s  advisors  t o  Cambodian combat 
u n i t s ,  they  were ac t ing  beyond t h e i r  primary funct ion  of 
aud i t ing  and monitoring equipment d e l i v e r i e s .  

Procedures f o r  r e c e i p t ,  t r a n s f e r ,  and maintenance of 
equipment provided under the  M i l i t a r y  Assistance Program 
were inadequate i n  1971-72, b u t  by 1973 considerable  improve- 
ments had been made. 
cluded (1) the  f a i l u r e  of the  M i l i t a r y  Equipment Del ivery Team 
to cancel  a $1.4 mi l l ion  r e q u i s i t i o n  f o r  cons t ruc t ion  equip- 
ment even though it knew the  Agency f o r  I n t e r n a t i o n a l  Bevelop- 
ment (AID)  had a l ready provided equipment t o  s a t i s f y  the re-  
quirement, (2) t he  improper purchase by Cambodian m i l i t a r y  
personnel of m i l i t a r y  equipment which had been provided b y  
the United S t a t e s  t o  the South Vietnamese Armed Forces,  and 
( 3 )  t h e  payment of a s  many a s  100,000 “phantom troops.’’  

Other problems repor ted  on by GAO i n-  

GAQ recommended t h a t  the  S e c r e t a r i e s  of S t a t e  and Defense 
f u l l y  inform the Congress of t h e  type and o rgan iza t iona l  l e v e l  
of advisory ass i s t ance  provided t o  the  Cambodian m i l i t a r y ,  and 
t h a t  the  Secre tary  of S ta te  apply and r e p o r t  a l l  c o s t s  a g a i n s t  
the  d o l l a r  c e i l i n g ,  including those funded ou t s ide  the Foreign 
Assistance A c t  and Public  Law 480. GAO a l s o  recommended s e v e r a l  
a c t i o n s  t o  be taken b y  the Administrator of  A I D  and the  
Secre tary  of Defense t o  c o r r e c t  the  problems discussed i n  the  
r e p o r t  
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The agencies genera l ly  agreed with the  recommendations 
except the  S e c r e t a r i e s  of S t a t e  and Defense d i d  no t  be l i eve  
t h a t  the  Mi l i t a ry  Equipment Delivery Team w a s  performing 
advisory funct ions which c o n f l i c t  with l e g i s l a t i v e  r e s t r i c t i o n s .  
(B- 169832, O c t .  10 ,  1973.) 

Appropriation 

Foreign Assistance and Related Programs Appropriations 

The Committees should requ i re  t h a t  the  S e c r e t a r i e s  of 
S t a t e  and Defense provide a full accounting of the type and 
organ iza t iona l  l e v e l  of advisory ass i s t ance  provided t o  the  
Cambodian m i l i t a r y  t o  dnsure compliance with the  l e g i s l a t i v e  
r e s t r i c t i o n s  aga ins t  providing such advisory ass i s t ance .  
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F O R E I G N  ASSISTANCE 

Department of Defense 

GAO reported t o  the  Congress on how the  execut ive de- 
partments and agencies met the  l e g i s l a t i v e  requirement t.2 
l i m i t  expenditures i n  Laos t o  $350 mi l l ion  f o r  f i s c a l  year 
1 9 7 2 ,  and on whether the  expenditure r e p o r t s  t o  the Congress 
were cons i s t en t  and complete. The Department of S t a t e  was 
delegated o v e r a l l  r e s p o n s i b i l i t y  f o r  insur ing  t h a t  the  D e-  
partment of Defense ( D O D ) ,  the  Agency f o r  I n t e r n a t i o n a l  De- 
velopment ( A I D )  , and the Cent ra l  I n t e l l i g e n c e  Agency ( C I A )  
complied with t h i s  l e g i s l a t i o n .  

The departments and agencies genera l ly  t r i e d  t o  deve2op 
systems to insure t h a t  a l l  c o s t s  they considered within the 
repor table  ca tegor ies  would be included. NevLrttk - s s  an 
est imated $28 .2  mi l l ion  of a s s i s t ance- re la ted  exF3:- . . ' ' -c--q 
were no t  repor ted  or were not  repor ted  adequately by L 

t h ree  r epor t ing  agencies i n  f i s c a l  year 1 9 7 2 ,  I f  these  ex- 
penditures  had been repor ted ,  the  $350 mi l l ion  c e i l i n g  
es t ab l i shed  i n  sec t ion  505 of the  Armed Forces appropr ia t ion  
au thor iza t ion  f o r  1 9 7 2  would have been exceeded. For e x -  
ample, i n  f i s c a l  year 1972:  

.. - I  

--DOD and C I A  d id  not r e p o r t  c e r t a i n  l o g i s t i c a l  sup- 
p o r t  c o s t s ,  including an est imated $ 2 1 . 6  mi l l ion  
f o r  overseas t r a n s p o r t a t i o n ,  

--Commodity managers d id  not  follow DOD gu ide l ines  
f o r  p r i c i n g  ammunition expenditures ,  

- -AID d id  not  r e p o r t  about $ 1 . 2  mi l l ion  f o r  a s s i s t ance-  
r e l a t e d  adminis t ra t ive  c o s t s ,  $441,263 for  excess 
property acquired f o r  Laos, and about $440 ,000  fo r  
add i t iona l  t r anspor ta t ion  c o s t s  on Publ ic  Law 480 
commodities. 
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Despi te  the shottcomings i n  implementing the r e p o r t i n g  
requirement ,  imposing a c e i l i n g  on expendi tures  for  Laos w a s  
benef ic ia l .  Program management e f f o r t s  were i n t e n s i f i e d ,  
expendi tures  w e r e  reduced,  and t h e  Congress was provided w i t h  
a d d i t i o n a l  informat ion for use i n  d i scha rg ing  i t s  o v e r s i g h t  
r e s p o n s i b i l i t i e s .  

GAO recommended t h a t  t h e  S e c r e t a r y  of State coo rd ina t e  
the r e p o r t i n g  g u i d e l i n e s  w i t h  the S e c r e t a r y  of D e f e n s e ,  the 
D i r e c t o r  of C I A ,  the Adminis t ra tor  of A I D ,  and other agency 
heads t o  i n su re  tha t  any expendi ture  r e p o r t s  submit ted t o  t h e  
Congress are complete and a c c u r a t e  and tha t ,  t o  the e x t e n t  
p o s s i b l e ,  accounting and r e p o r t i n g  procedures  are app l i ed  on 
a c o n s i s t e n t  b a s i s  b y  each agency. GAO recommended a l s o  t h a t  
the  S e c r e t a r y  of S t a t e  inform t h e  Congress of any i n c o n s i s t e n t  
account ing and r e p o r t i n g  methods used by r e p o r t i n g  agenc ies  
and of the types  and estimated amounts of expend i tu re s  which 
i n  the opinion of the agencies a r e  no t  w i t h i n  the r e p o r t a b l e  
c a t e g o r i e s  . 

The departments and  agenc ies  g e n e r a l l y  agreed w i t h  our  
recommendations tha t ,  t o  the e x t e n t  p o s s i b l e ,  account ing and 
r e p o r t i n g  procedures  should be app l i ed  on a c o n s i s t e n t  basis 
and tha t  it should be noted on the r e p o r t s  when d i f f e r e n t  
methods are used. They a l s o  agreed t h a t  t h e  Congress should 
be informed of the types  and estimated amount of expendi tures ,  
exc lud ing  the normal expenses of ope ra t ing  a d ip loma t i c  m i s -  
s i o n  and those u n r e l a t e d  t o  a s s i s t a n c e ,  which the c o n t r i b u t i n g  
agencies  b e l i e v e d  were n o t  w i t h i n  the r e p o r t a b l e  c a t e g o r i e s  
r equ i r ed  by the l e g i s l a t i o n .  (B-133003, June 6 ,  1974.) 

Appropr ia t ions  

Armed Forces  app rop r i a t i on  a u t h o r i z a t i o n  and t h e  Foreign 
Ass i s tance  and Rela ted  Programs Appropr ia t ion 

I s s u e  f o r  cons ide ra t ion  by 
the Committees on Appropr ia t ions  

Because of the p e c u l i a r i t i e s  of t h i s  l e g i s l a t i o n  w h i c h  
imposed an o v e r a l l  c e i l i n g  on expend i tu re s  from s e v e r a l  appro-  
p r i a t i o n s  wi thout  spec i fy ing  a c e i l i n g  on expend i tu re s  from 
an  i n d i v i d u a l  agency ' s  a p p r o p r i a t i o n ,  it w a s  n o t  possible f o r  
GAO t o  determine which agency caused the c e i l i n g  t o  be 
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exceeded o r  t o  a s c e r t a i n  s p e c i f i c a l l y  when the c e i l i n g  w a s  
exceeded. The  d i f f i c u l t y  of en fo rc ing  t h i s  c e i l i n g  sugges t s  
tha t ,  i f  i n  f u t u r e  l e g i s l a t i o n  the Congress wishes t o  impose 
an o v e r a l l  c e i l i n g  on expend i tu re s  fo r  a p a r t i c u l a r  count ry ,  
it may want t o  cons ider  f i x i n g ,  or  d e l e g a t i n g  the r e spons i-  
b i l i t y  for  f i x i n g ,  a s p e c i f i c  a l l o c a t i o n  of the o v e r a l l  ce i l-  
ing f o r  each agency involved i n  tha t  count ry .  

/ 
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FOREIGN ASSISTANCE 

R e s t r i c t i o n  on U.S.  Procurement A c t i v i t i e s  i n  Tha i land  
Hinders Competition and Inc reases  C o s t s  

Depa r tmen t  of Defense 

U.S. Forces  occupy bases j o i n t l y  w i t h  T h a i  Forces. A l -  
though the United States pa id  much of the c o n s t r u c t i o n  costs 
of these bases, it. has no formal agreement w i t h  Thai land cov- 
e r i n g  the s t a t u s  of U.S . Forces  t h e r e  or g i v i n g  the United 
States s u f f i c i e n t  access t o  the bases. However, Tha i land  al-  
l o w s  the United States t o  use  the bases r e n t  f r e e .  Genera l ly ,  
on ly  Thai base commanders have been au tho r i zed  t o  g r a n t  access 
r i g h t s  t o  bases occupied by  U.S.  Forces t o  c o n t r a c t o r s  w i t h  
which U.S. m i l i t a r y  o rgan iza t ions  do bus ines s .  These com- 
manders can thus  select t h e  c o n t r a c t o r s  t h a t  may do bus ines s  
w i t h  the U.S.  m i l i t a r y  o rgan iza t ions ,  i r r e s p e c t i v e  of t h e  
rates the c o n t r a c t o r s  charge.  Because of t h i s  r e s t r i c t i o n ,  
maintenance and other types  of s e r v i c e  c o n t r a c t s  have been 
awarded t o  contractors tha t  charged e x c e s s i v e l y  h i g h  rates. 
GAO i d e n t i f i e d  a few examples of excess  costs (es t imated  a t  
$373,000) that  r e s u l t e d  from th is  problem. 

A l s o ,  Thai Government dec rees  g i v e  the Government-owned 
Express  T ranspor t a t i on  Organizat ion of  Thai land sole c o n t r o l  
over certain cargo- hauling a c t i v i t i e s  and s t evedor ing  s e r v i c e s  
a t  T h a i  p o r t s .  Because of t h i s  monopoly, the United States 
has had  t o  pay cons iderab ly  more f o r  those s e r v i c e s  than  it 
would have pa id  under compet i t ive  procurement. GAO i d e n t i -  
f i ed  one s tevedor ing  c o n t r a c t  i n  w h i c h  excess  costs amounted 
t o  $475,000. 

I n  a r e p o r t  t o  Congress, GAO recommended the Secretaries 
of State and Defense d i r ec t  the count ry  t e a m  t o  make eve ry  
e f f o r t  t o  n e g o t i a t e  agreements w i t h  the Thai Government that 
w i l l  r e s o l v e  the sole source  procurement and access-to-base 
problems. I f  such an agreement or agreements cannot  be nego- 
t i a t e d ,  t hey  should determine the estimated y e a r l y  amount of 
the exces s  costs,  r e p o r t  them as a d d i t i o n a l  a s s i s t a n c e  t o  
Tha i land ,  and pay f o r  them from f o r e i g n  a s s i s t a n c e  appropr ia-  
t i o n s .  T h e  Department of State g e n e r a l l y  agreed w i t h  the 
f i n d i n g ,  b u t  n o t  w ' i t h  the recommendations. 
their disagreement  are c l a s s i f i e d . )  GAO b e l i e v e s  that the 

(The d e t a i l s  of 
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Department of S t a t e  does n o t  p l an  t o  a c t i v e l y  n e g o t i a t e  agree-  
ments t o  r e s o l v e  the source  procurement and access- to- base 
problem. (B- 133258, June 5 ,  1974- c la s s i f i ed . )  

AP P ROP R IAT I O N  

Foreign Ass i s tance  and Rela ted  Programs Appropr ia t ion  

I s s u e  f o r  cons ide ra t ion  by 
the Committees on Appropr ia t ion 

Require assurance from Department of Defense and Agency 
f o r  I n t e r n a t i o n a l  Development tha t  t h e  a d d i t i o n a l  c o s t s  a r e  
p rope r ly  accounted f o r  as a d d i t i o n a l  a s s i s t a n c e  and tha t  f o r -  
e i g n  a s s i s t a n c e  funds a l l o c a t e d  f o r  Thai land are used t o  pay 
f o r  them. 
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F O R E I G N  ASSISTANCE 

Taiwan Should Pay for  U.S .  M i l i t a r y  Ass i s t ance  

Department of Defense  

S ince  1966 U.S. m i l i t a r y  r e sou rces  t r a n s f e r r e d  t o  T a i w a n  
have averaged about $150 m i l l i o n  a year  and amounted t o  about  
$100 m i l l i o n  i n  f i sca l  year  1974. T h e  a c t u a l  n e t  costs  t o  t h e  
United States,  however, are much less because Taiwan has been 
g r a d u a l l y  s h i f t i n g  from predominantly g r a n t  a i d  t o  other forms 
of a s s i s t a n c e  such as c r e d i t  sales. 

Never the less ,  some g r a n t  a s s i s t a n c e  s t i l l  con t inues  a t  
a c o s t  t o  the United S t a t e s  of about $17 m i l l i o n  a yea r ,  i n-  
c lud ing  t r a n s p o r t a t i o n  of p rev ious ly  funded equipment, t r a i n -  
ing  of n a t i o n a l s ,  U.S.  a d m i n i s t r a t i v e  suppor t ,  and dona t ions  
from the sale of U.S.-furnished s u r p l u s  p rope r ty .  

Taiwan's  g r o s s  n a t i o n a l  product  has reached $7 b i l l i o n  
and i s  growing about 11 pe rcen t  a yea r .  By mid-1973 Taiwan 's  
f o r e i g n  exchange r e s e r v e s  amounted t o  $1.1 b i l l i o n .  Its 
t r a d e  s u r p l u s  w i t h  the United States  reached $660 m i l l i o n  i n  
1972 and i s  expected t o  i nc rease .  Because of i ts  h e a l t h y  
economy, GAO b e l i e v e s  Taiwan can and should pay f o r  the cost 
of cont inu ing  U.S ,  m i l i t a r y  a s s i s t a n c e .  

GAO recommended the Secretaries of  Defense and S ta te  
p e r i o d i c a l l y  review U.S. r e l a t i o n s  w i t h  Taiwan and--when i n  
their  judgment the p o l i t i c a l ,  mi l i t a ry ,  and economic f a c t o r s  
permit- - consult  w i t h  Taiwan o f f i c i a l s  i n  an e f f o r t  t o  have 
tha t  count ry  pay a l l  the expenses i n c u r r e d  by the United 
States i n  providing m i l i t a r y  a s s i s t a n c e .  

Agency p l ans  and views were provided t o  GAO i n  a classi- 
f i e d  response.  GAO s t i l l  b e l i e v e s  that  the role of adv i so ry  
s t a f f  and long- time coopera t ion  w i t h  Taiwan make it reason-  
able t o  seek f u l l  reimbursement for cost  of m i l i t a r y  assis- 
tance  t o  Taiwan, (B-125087, J u l y  22 ,  1974.) 



Appropria t ion 

Foreign Ass i s tance  and Rela ted  Programs Appropr ia t ion  

I s s u e  f o r  cons ide ra t ion  by 
the Committees on Appropr ia t ions  

Future  execu t ive  branch budgetary r e q u e s t s  for  m i l i t a r y  
a s s i s t a n c e  t o  Taiwan should be measured a g a i n s t  Taiwan 's  
a b i l i t y  t o  pay. The  Taiwan exper ience  should g i v e  t h e  Con- 
g r e s s  a pe r spec t ive  t o  judge cont inued need for m i l i t a r y  
a s s i s t a n c e  t o  other c o u n t r i e s .  

I 
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FOF?EIGN ASSISTANCE 

Costs  of Ship Trans fe r s  fo r  which t h e  Navy i s  not Fully 
Reimbursed C o n s t i t u t e s  "Hidden" M i l i t a r y  Ass i s tance  

Department of the Navy 

For over 2 5  y e a r s ,  the United S t a t e s  has given away, 
loaned,  s o l d ,  o r  t r a n s f e r r e d  Navy v e s s e l s  t o  other c o u n t r i e s  
as p a r t  of i t s  m i l i t a r y  a s s i s t a n c e  program. 

P u b l i c  Law 92- 270,  approved A p r i l  6 ,  1972 ,  r e q u i r e s  
t h a t  a l l  expenses i n c i d e n t a l  t o  t h e  s h i p  t r a n s f e r s  be pa id  
by t h e  r e c i p i e n t  count ry  or from m i l i t a r y  a s s i s t a n c e  program 
funds.  However, the Department of Defense exc ludes  r e p a i r s  
and overhauls  from i t s  d e f i n i t i o n  of c o s t s  a s s o c i a t e d  wi th  
such t r a n s f e r s .  

The Department of  Navy w a s  n o t  reimbursed f o r  about 
$18 .2  m i l l i o n ,  most of which it spen t  overhaul ing  and pro-  
v i d i n g  equipment, o u t f i t t i n g ,  and s e r v i c e s  f o r  v e s s e l s  
au tho r i zed  f o r  loan under Pub l i c  Law 92- 270, and o t h e r  s h i p  
t r a n s f e r s  connected wi th  the U . S .  base r i g h t s  agreement w i t h  
Spain.  GAO b e l i e v e s  the exc lus ion  of r e p a i r  and overhaul  
costs and o u t f i t t i n g  c o s t s  up t o  the s h i p ' s  allowance is  con- 
t r a r y  t o  s h i p  loan l e g i s l a t i o n .  

I n  a d d i t i o n ,  m i l i t a r y  a s s i s t a n c e  program documents sub- 
mi t t ed  t o  the Congress con ta in  l i t t l e  or no iden t i f iab le  in-  
format ion on s h i p  loans  and l e a s e s .  A s  a r e s u l t ,  the non- 
reimbursed c o s t s  f o r  s h i p  t r a n s f e r s  c o n s t i t u t e  "hidden" m i l i -  
t a r y  assistance c o s t s  n o t  apparen t  t o  congress iona l  committees. 

I n  a r e p o r t  t o  t h e  Congress,  GAO recommended (among 
s e v e r a l  recommendations) t h a t  t h e  S e c r e t a r y  of  Defense  r e q u i r e  
t h e  Navy to :  

--Be reimbursed by  t h e  r e c i p i e n t  count ry  o r  from m i l i -  
t a r y  assistance program funds f o r  a l l  costs incu r r ed ,  

--Seek reimbursement from Spain o r  from the m i l i t a r y  
a s s i s t a n c e  program f o r  a l l  expenses i ncu r r ed  by the  
Navy no t  covered i n  t h e  base  r i g h t s  agreement wi th  
Spain .  
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Navy o f f i c i a l s  s a i d  the r e p a i r s  and overhauls  d i scus sed  
w e r e  n o t  i n c i d e n t  t o  the t r a n s f e r  of  s h i p s ,  and tha t  P u b l i c  
Law 92-270 does no t  i n t end  f o r  equipment a l r e a d y  a p a r t  o f  
the s h i p ' s  basic allowance t o  be charged t o  the r e c i p i e n t  
country .  (€3-163742, June 25, 1974.) W e  s t i l l  b e l i e v e  tha t  
the i n t e n t  of t h e  law w a s  t o  inc lude  b r ing ing  t h e  s h i p ' s  
equipment and r e sou rces  up t o  i t s  al lowances ,  

Appropr ia t ion 

Foreign A s s i s t a n c e  and Rela ted  Program Appropr ia t ion  

Foreign assistance 1egis lae) ion should be amended t o  re- 
q u i r e  t h a t  annual  p r e s e n t a t i o n s  t o  the Congress inc lude  a l l  
U.S .  c o s t s  of overhaul ,  equipment, s u p p l i e s ,  and s e r v i c e s  
a s s o c i a t e d  wi th  s h i p  t r a n s f e r s ,  r e g a r d l e s s  of t h e  a u t h o r i t y  
f o r  the t r a n s f e r s  or the source  of funding of such costs. 
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NATURAL RESOURCES AND ENVIRONMENT 

WATER WSOURCES AND POWER 

WATER RESOURCE DEVELOPMENT 

Improved Federal E f f o r t s  Needed t o  E q u a l l y  Cons ide r  
W i l d l i f e  Conserva t ion  w i t h  Other  F e a t u r e s  of Water 
R e  s o u r c e  Development 

Department o f  the  Army 
Corps of E n q i n e e r s  

A s  r e q u e s t e d  b y  the  Chairman, Subcommittee on Fisheries 
and W i l d l i f e  Conserva t ion  and the Environment ,  House Com- 
mittee on Merchant Marine and Fisher ies ,  GAO reviewed the 
manner i n  which Federal a g e n c i e s  w e r e  implementing s e c t i o n s  
2 and 3 o f  the Fish and W i l d l i f e  C o o r d i n a t i o n  A c t .  These 
s e c t i o n s  of the act  p r o v i d e  t h a t  w i l d l i f e  c o n s e r v a t i o n  re- 
c e i v e  e q u a l  c o n s i d e r a t i o n  and be c o o r d i n a t e d  w i t h  o t h e r  
f e a t u r e s  o f  f e d e r a l l y  funded or l i c e n s e d  water r e s o u r c e  de- 
ve lopment s .  

GAO concluded from the p r o j e c t s  reviewed t h a t  (1) gen- 
e r a l l y  w i l d l i f e  c o n s e r v a t i o n  had n o t  been c o n s i d e r e d  e q u a l l y  
w i t h  o t h e r  f e a t u r e s  of water r e s o u r c e  developments;  (2) 
there had been s i g n i f i c a n t  and numerous break-downs i n  the 
c o o r d i n a t i o n  p r o c e s s  between w i l d l i f e  and development agen- 
c i e s ;  ( 3 )  the r o l e s  and r e s p o n s i b i l i t i e s  of t h e  w i l d l i f e  
a g e n c i e s  needed t o  be c l a r i f i e d ;  and ( 4 )  there w a s  a need 
for  e s t a b l i s h i n g  c r i t e r i a  for  d e t e r m i n i n g  the n a t u r e ,  e x t e n t ,  
and j u s t i f i c a t i o n  o f  w i l d l i f e  m i t i g a t i o n  o r  enhancement 
measures 

GAO recommended tha t  (1) the w i l d l i f e  and development 
a g e n c i e s ,  w i t h  the a c t i v e  p a r t i c i p a t i o n  o f  the O f f i c e  of 
Management and Budget ,  e s tab l i sh  needed p r o c e d u r e s  t o  a s s u r e  
an adequa te  c o o r d i n a t i o n  p r o c e s s  for  c a r r y i n g  o u t  the re- 
qu i rements  of the ac t  and c r i t e r i a  t o  d e t e r m i n e  m i t i g a t i o n  
and enhancement measures and ( 2 )  the  w i l d l i f e  a g e n c i e s  seek 
t o  reach agreement  on the r e s p e c t i v e  r o l e s  and r e s p o n s i b i l i -  
t i e s  and i n i t i a t e  e f f o r t s  t o  o b t a i n  needed funds  and person-  
n e l .  
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The  Fede ra l  agenc ies  involved g e n e r a l l y  agreed w i t h  
the r e c o m m e n d a t i o n s m n  June 26 ,  1374, the Subcommittee 
held hea r ings  on the s u b j e c t  r e p o r t  and on v a r i o u s  proposed 
amendments t o  the ac t .  (B-118370, M a r .  8 ,  1974.) 

P r i n c i p a l  Appropr ia t ions  Involved 

Department of the Army, Corps of Engineers- Civi l  
General  I n v e s t i g a t i o n s  
Cons t ruc t ion  General  
(Corps' funds a r e  t r a n s f e r r e d  t o  the Department of 
the I n t e r i o r ,  U.S. Fish and W i l d l i f e  Se rv i ce )  

Department of the In te r ior ,  U.S. F i s h  and W i l d l i f e  
Serv ice  

Resource Management 

Department ~ of Commerce , Nat iona l  Oceanic and 
.Atmospheric Adminis t ra t ion ,  Nat ional  Marine F i s h e r i e s  

. .  . 

Serv ice  

Operat ions ,  Research and F a c i l i t i e s  

Issue fo r  cons ide ra t ion  by t h e  
Committees on Appropr ia t ion 

Wi ld l i f e  agencies  w i l l  need f u n d s  and personnel  above 
t h e i r  c u r r e n t  l e v e l s  t o  e f f e c t i v e l y  implement the  a c t ' s  re-  
quirements.  The  development and w i l d l i f e  agencies  should 
consu l t  each other  e a r l y  i n  the  planning s t a g e  of a water 
resource  development proposal  and t h e  w i l d l i f e  agenc ies  
should make t h e  necessary w i l d l i f e  s t u d i e s  so t h a t  a d e t a i l e d  
w i l d l i f e  r e p o r t  is a v a i l a b l e  before  a proposed development 
is au thor ized  by t h e  Congress or approved by o t h e r s  who 
approve water resource  p r o j e c t s .  
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COMMERCE AND TRANSPORTATION 

GROUND TRANSPORTATION 

PASSENGER SEDANS 

Procurement of Larqer Sedans i n  
Lieu of Compacts and Subcompacts 

Government-wide 

At the  request  of  the  Ad Hoc  Subcommittee on Government 
Vehicle U s e ,  Senate Committee on Appropriations,  a review w a s  
performed on vehicle  f l e e t  management on a Government-wide 
b a s i s .  One of the  a reas  t h a t  surfaced from t h i s  review w a s  
the  type of passenger sedans procured f o r  use by ind iv idua l  
departments and agencies.  

In  January 1974, the  General Serv ices  Administration (GSA) 
i s sued  Federal  Management C i rcu la r  (FMC) 74-1 which requi red  
t h a t  t o  conserve f u e l ,  a l l  sedans, wi th  few except ions,  be 
replaced with compacts o r  subcompacts. Larqer sedans could 
be obtained only by c e r t i f y i n g  t o  GSA by agency heads t h a t  
such sedans were e s s e n t i a l  t o  the  agencies '  missions.  

Since FMC 74-1 was i ssued ,  GSA h a s  ordered 3,948 compacts 
and no l a r g e r  sedans fo r  use i n  t h e i r  motor pools.  Conversely, 
ind iv idua l  agencies have requested GSA t o  order  555 compacts 
and 2,990 l a r g e r  sedans f o r  t h e i r  respect ive  f l e e t s .  The re-  
ques t s  f o r  the  l a r g e r  sedans were c e r t i f i e d  by the  agencies  as 
being e s s e n t i a l  t o  t h e i r  missions.  

The procurement a c t i o n s  i n d i c a t e  t h a t  GSA b e l i e v e s  com-  
pac t s  a r e  adequate for t h e i r  needs: whereas ind iv idua l  agencies  
be l i eve  t h a t  l a r g e r  sedans a re  needed t o  s a t i s f y  t h e i r  require-  
ments. (B-158712, Sept. 6, 1974.) 

Appropriation 

All departments and agencies  request ing funds f o r  vehic le  
procurement 



In  view of the  divergent  opinions on t h e  s u i t a b i l i t y  of 
compacts to  meet passenger vehic le  requirements,  t h e  Committees 
may wish t o  d i scuss  with ind iv idua l  agencies,  during t h e i r  
appropr ia t ions  hearings,  t h e i r  need f o r  l a r g e r  veh ic les .  
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OTHER AREAS OF QPERATIONS 

AUTOMATIC DATA PROCESSING 

DATA ELEMENTS 

ErnDhasis  Needed on Government's E f f o r t s  to 

Gove rnment-wide 

GAO repor ted  t o  Congress on progress  being made under the  
Federal  program begun i n  1965 to standardize d a t a  elements and 
codes used i n  computer opera t ions .  Such s tandardiza t ion  
could h e l p  reduce computer opera t ions  c o s t s .  

GAO found t h a t  Federal  e f f o r t s  i n  t h i s  a rea  have been slow 
and not  very successfu l .  Because OMB gave the  program l o w  
p r i o r i t y ,  i n i t i a t i v e  had been l e f t  t o  ind iv idua l  agencies:  then 
i n  May 1973 the  President  t r a n s f e r r e d  r e s p o n s i b i l i t y  f o r  the 
program t o  the Secre tary  of Commerce. 

GAO recommended t h a t  the  Secre tary  of  Commerce should: 

--Determine where s tandards would be most b e n e f i c i a l  and 
e s t a b l i s h  p r i o r i t i e s .  

-- Issue po l i cy  de l inea t ing  accepted theory and terminology 
and provide f o r  the prepara t ion  of gu ide l ines ,  

--Assign s p e c i f i c  agencies r e s p o n s i b i l i t i e s  f o r  develop- 
ing codes and elements i n  s p e c i f i e d  a reas .  

--Monitor implementation. 

The Secre tary  of Commerce s a i d  the  Department cons iders  t h i s  
mat ter  t o  be of high p r i o r i t y .  The Secre tary  pointed out  re-  
c e n t l y  approved Department r egu la t ions  embodied recommendations 
contained i n  the GAO r e p o r t .  The Department noted t h a t  success 
w i l l  depend on the  support  and cooperation by various agencies ,  
(13-115369, May 16, 1974.) 
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Appropriation 

Various appropriations in each Federal agency will be 
affected by standardization efforts 

Prompt implemzntation of standardized data elements and 
codes could help reduce costs of Federal computer operations 
by eliminating unnecessary duplication and incompatibilities 
in collecting, processing, and disseminating data. 
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OPERAT ION S 

Tools and Techniques f o r  Improvins the Ef f i c i ency  of 
Federal  Automatic Data Processins  Operations 

Government-wide 

GAO repor ted  t o  the  Congress on t o o l s  and techniques 
Federal  agencies  could use t o  improve the  e f f i c i e n c y  of t h e i r  
computer operat ions.  Some agencies have used these  methods 
and repor ted  s i g n i f i c a n t  savings as a r e s u l t .  

The Office of  Management and Budget (OMB), National  Bureau 
of Standards (NBS) ,  and General Services  Administration (GSA) 
have taken some s t e p s  t o  he lp  agencies improve t h e i r  computer 
opera t ions .  But most of these s t e p s  are o r i en ted  s p e c i f i c a l l y  
toward using ind iv idua l  t o o l s ,  and they  do not  address  o v e r a l l  
a reas  a f f e c t i n g  computer e f f i c i e n c y  or provide s p e c i f i c  guidance 
i n  these areas .  

GAO recommended t h a t  the  GSA g i v e  p r i o r i t y  t o  preparing 
and i s su ing  d e t a i l e d  guidance on methods ava i l ab le  t o  increase  

~ system e f f i c i ency .  GAO also recommended t h a t  GSA consider the  
e x t e n t  t o  which agency managements have evaluated and improved 
the e f f i c i e n c y  of t h e i r  e x i s t i n g  systems before approving pro- 
curement of a d d i t i o n a l  o r  more powerful systems. The GSA gen- 
e r a l l y  agreed with the  content  of the  r e p o r t  and repor ted  
e f f o r t s  t o  take ac t ion  i n  the  a r e a  c o n s i s t e n t  with provis ions  
of Publ ic  Law 89-306. (B-115369, June 3, 1974.) 

A P p r  o p r i  a t  ion  

Various appropr ia t ions  i n  each agency f o r  equipment, sup- 
p o r t ,  and se rv ices  

1, Sign i f i can t  savings are  poss ib le  by using t h e  t o o l s  
and techniques c i t e d  i n  the  r e p o r t  t o  increase  the  
e f f i c i e n c y  of agencies ' computer opera t ions .  

2. Agencies should evalua te  and improve the  e f f i c i e n c y  
of t h e i r  e x i s t i n g  systems before procuring a d d i t i o n a l  
or  more powerful systems. 
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