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@ G A O Comptroller General

Accountablllty * Integrity * Reliability of the United States

Umted States General Accounting Office
Washington, D.C. 20548

August 1, 2003

The Honorable Jim Nussle
Chairman

The Honorable John Spratt
Ranking Minority Member
Committee on the Budget
House of Representatives

The Honorable Don Nickles
Chairman

The Honorable Kent Conrad
Ranking Minority Member
Committee on the Budget
United States Senate

This report is submitted pursuant to section 301(e) of the Concurrent
Resolution on the Budget for Fiscal Year 2004, which directs the
Comptroller General to submit to the Committees on the Budget a
comprehensive report identifying instances in which the committees of
Jjurisdiction may make legislative changes to improve the economy,
efficiency, and effectiveness of federal programs within their jurisdiction.

In this report, we highlight opportunities for and specific examples of
legislative and administrative change that might yield budgetary savings.
We identify illustrative examples from GAO work of changes or steps that
would improve the economy, efficiency, and effectiveness of given
programs, sorted by budget function. We indicate whether an example
appeared in our 2002 report, Supporting Congressional Oversight:
Budgetary Implications of Selected GAO Work for Fiscal Year 2003,* and
whether a Congressional Budget Office (CBO) estimate was included in
that report. Each specific example included in this report is not presented
as the only way to address the significant economy, efficiency, and
effectiveness issues identified in our reviews of federal programs and
operations but rather as one of many possible approaches available to the

"H.R. Rep. No. 108-71, Sec. 301(e) (2003).
2U.S. General Accounting Office, Supporting Congressional Oversight: Budgetary

Implications of Selected GAO Work for Fiscal Year 2003, GAO-02-576 (Washington, D.C.:
Apr. 26, 2002).
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Congress. The inclusion of a specific example does not mean we endorse it
as the only feasible or appropriate approach.

We drew on GAO’s work that highlights opportunities to improve the
economy, efficiency, and effectiveness of government programs. The report
is based on program design and operational issues that we have identified
in reports for the Congress. Major risks and challenges faced by federal
agencies are summarized in the Performance and Accountability Series.?
The High-Risk Series® is designed to help the Congress focus its attention
on the most important issues and challenges facing the federal government.

Although we derived the examples presented in this report from our
existing body of work, there are similarities between the specific examples
presented here and those presented by CBO’s annual spending and revenue
options report. To assist the Congress, we also have listed GAO reports
identified as relating to options included in the CBO March 2003 Budget
Options report.” We included GAO reports if they related to the topic of the
CBO option, regardless of whether our work supported the option or not.

Addressing the myriad of issues reflected in this volume will help improve
economy, efficiency, and effectiveness and reduce costs. The budget
process should prompt us to periodically focus not only on new proposals
but on existing programs. Hard questions need to be asked not only about
the economy and efficiency of our existing programs, but about their need,
fit, relevance, priority and sustainability in the 21% century. Given the fiscal
challenges the United States faces in both the near and the longer term,
tough choices will be required in connection with what government does,
how it does business, and sometimes even who does the federal
government’s business.

We are also sending copies of this report to other interested committees of
the Congress. Copies will be made available to others upon request.

3U.S. General Accounting Office, Major Management Challenges and Risks: A
Governmentwide Perspective, GAO-03-95 (Washington, D.C.: January 2003).

*U.S. General Accounting Office, High-Risk Series: An Update, GAO-03-119 (Washington,
D.C.: January 2003).

®Congressional Budget Office, Budget Options (Washington, D.C.: March 2003).
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This report was prepared under the coordination of Paul L. Posner,
Managing Director and Susan J. Irving, Director, Federal Budget Analysis,
Strategic Issues, who may be reached at (202) 512-9573 or (202) 512-9142,
respectively. The examples provided in the appendix draw on work from
across GAQO. Specific questions about individual examples may be directed
to the GAO contact listed with each example.

Wil ——

David M. Walker
Comptroller General
of the United States

Page 3 GAO-03-1006 Opportunities for Oversight



Appendix I

Opportunities to Improve the Economy,
Efficiency, and Effectiveness of Federal

Programs

This appendix is organized by budget function. The following two sections
are included, where available, for each budget function.

Examples from Selected GAO Work

We identify illustrative examples based on GAO’s work that highlight
opportunities to improve the economy, efficiency, and effectiveness of
federal programs. We indicate whether an example appeared in our 2002
report Supporting Congressional Oversight: Budgetary Implications of
Selected GAO Work for Fiscal Year 2003' and whether a CBO estimate was
included in that report.

CBO Options Where Related GAO Work Is Identified

We list GAO reports identified as relating to options included in the CBO
March 2003 Budget Options report.> Only those CBO options for which we
identified related GAO products are included. We included GAO reports if
they related to the topic of the CBO option, regardless of whether our work
supported the option or not.

U.S. General Accounting Office, Supporting Congressional Oversight: Budgetary
Implications of Selected GAO Work for Fiscal Year 2003, GAO-02-576 (Washington, D.C.:
Apr. 26, 2002).

“Congressional Budget Office, Budget Options (Washington, D.C.: March 2003).

Page 4 GAO-03-1006 Opportunities for Oversight


http://www.gao.gov/cgi-bin/getrpt?GAO-02-576

Appendix I

Opportunities to Improve the Economy,
Efficiency, and Effectiveness of Federal
Programs

050 National Defense

Examples from Selected GAO Work
Reduce the Number of Carrier Battle Group Expansions and Upgrades

Limit Commitment to Production of the F/A-22 Fighter until Operational
Testing Is Complete

Reassess the Need for the Selective Service System

Consolidate Military Exchange Stores

Reorganize C-130 Reserve Squadrons

Acquire Conventionally Rather Than Nuclear-Powered Aircraft Carriers
Improve the Administration of Defense Health Care

Seek Additional Opportunities for VA and DOD to Increase Joint Activities
to Enhance Services to Beneficiaries and Reduce Costs

Continue Defense Infrastructure Reform

Reduce Funding for Renovation and Replacement of Military Housing until
DOD Completes Housing Needs Assessment

Improve DOD Procurement Practices Regarding Canceling Orders
Reduce Planned Military Construction Costs for Barracks

Take a Strategic Approach to Department of Defense Acquisition of
Services

Address Overpayments to Defense Contractors

CBO Options Where Related GAO Work Is Identified
050-05 Cancel the Army’s Comanche Helicopter Program
050-10 Reduce Purchases of the Air Force’s F/A-22 Fighter

050-11 Slow the Schedule of the F-35 Joint Strike Fighter Program
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Appendix I

Opportunities to Improve the Economy,
Efficiency, and Effectiveness of Federal
Programs

050-19 Replace Military Personnel in Some Support Positions with Civilian
Employees of the Department of Defense

050-22 Have the Departments of Defense and Veterans Affairs Purchase
Drugs Jointly
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Appendix I

Opportunities to Improve the Economy,
Efficiency, and Effectiveness of Federal
Programs

Examples from
Selected GAO Work

Reduce the Number of
Carrier Battle Group
Expansions and Upgrades

Primary agency Department of Defense

Accounts Multiple

Spending type Discretionary

Budget subfunction 051/Department of Defense—Military

Aircraft carrier battle groups are the centerpiece of the Navy’s surface
force and significantly influence the size, composition, and cost of the fleet.
The annualized cost to acquire, operate, and support a single navy carrier
battle group is about $2 billion (in fiscal year 2000 dollars) and is likely to
increase as older units are replaced and modernized. The Navy has several
costly ongoing carrier-related programs: two nuclear-powered Nimitz-class
carriers are under construction ($9.6 billion); a research and development
program ($3.6 billion) for a new nuclear-powered carrier design is
underway; the second ship of the 10-ship Nimitz-class began its 3-year
refueling complex overhaul in 2001 ($2.5 billion) and the third ship is
scheduled to begin in 2005; AEGIS destroyers are being procured and the
next generation of surface combatants is being designed; and carrier-based
aircraft are expected to be replaced/upgraded by a new generation of strike
fighters and mission support aircraft throughout the next decade.

Our analysis indicates that there are opportunities to use less costly
options to satisfy many of the carrier battle groups’ traditional roles
without unreasonably increasing the risk that U.S. national security would
be threatened. For example, one less costly option would be to rely more
on battle groups centered around increasingly capable amphibious assault
ships, surface combatants and Trident SSGNs for overseas presence and
crisis response. In the past, CBO concluded that savings could be achieved
if the Congress chose to retire one aircraft carrier, the CVN-70, and one
active air wing in 2005.
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Appendix I

Opportunities to Improve the Economy,
Efficiency, and Effectiveness of Federal
Programs

CBO 5-Year Cost Estimate
Included in GAO’s 2002
Budgetary Implications Report’

Related GAO Products

GAO Contact

Yes.

Force Structure: Options for Enhancing the Navy's Attack Submarine
Force. GAO-02-97. Washington, D.C.: November 14, 2001.

Navy Aircraft Carriers: Cost-Effectiveness of Conventionally and
Nuclear-Powered Carriers. GAO/NSIAD-98-1. Washington, D.C.: August 27,
1998.

Aireraft Acquisition: Affordability of DOD’s Investment Strategy.
GAO/NSIAD-97-88. Washington, D.C.: September 8, 1997.

Surface Combatants: Navy Faces Challenges Sustaining Its Current
Program. GAO/NSIAD-97-57. Washington, D.C.: May 21, 1997.

Cruise Missiles: Proven Capability Should Affect Aircraft and Force
Structure Requirements. GAO/NSIAD-95-116. Washington, D.C.: April 20,
1995.

Navy'’s Aircraft Carrier Program: Investment Strateqy Options.
GAO/NSIAD-95-17. Washington, D.C.: January 1, 1995.

Navy Carrier Battle Groups: The Structure and Affordability of the
Future Force. GAO/NSIAD-93-74. Washington, D.C.: February 25, 1993.

Henry L. Hinton, Jr., (202) 512-4300

*Throughout this document, “GAO’s 2002 Budget Implications Report” refers to U.S. General
Accounting Office, Supporting Congressional Oversight: Budgetary Implications of
Selected GAO Work for Fiscal Year 2003, GAO-02-576 (Washington, D.C.: Apr. 26, 2002).
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Appendix I

Opportunities to Improve the Economy,
Efficiency, and Effectiveness of Federal
Programs

Limit Commitment to
Production of the F/A-22
Fighter until Operational
Testing Is Complete

Primary agency Department of Defense

Account Aircraft Procurement, Air Force (57-3010)
Spending type Discretionary

Budget subfunction 051/Department of Defense—Miilitary

The fiscal year 2003 Defense Appropriations Act provided funds for low-
rate initial production of 20 F/A-22 aircraft, and DOD plans to procure 22
aircraft in fiscal year 2004, 24 aircraft in fiscal year 2005, 26 aircraft in fiscal
year 2006, and begin full-rate production of 32 aircraft in fiscal year 2007.

In several reports over the last 8 years, and as recently as March 2003, GAO
concluded that the Department of Defense (DOD) should minimize
commitments to F/A-22 production until completion of operational testing,
now planned for fiscal year 2004. Limiting initial production rates until
completion of operational testing affords the opportunity to confirm the
stability and soundness of a new system before committing large amounts
of production funding to purchase aircraft. In the past, buying production
articles before they could be adequately tested has resulted in buying
systems that require modifications to achieve satisfactory performance.
The F/A-22 development program did not meet key performance, schedule,
and cost goals in fiscal year 2002. We reported in March 2003 that the
program continues to address technical problems that have limited the
performance of test aircraft, including excessive movement or “buffeting”
of the vertical tail fins, weakening of materials in the horizontal tail, and
instability of avionics software. Air Force officials cannot predict when
they will resolve the avionics problem.

Further, commercial and DOD best practices have shown that completing a
system'’s testing prior to producing significant quantities will substantially
lower the risk of costly fixes and retrofits. Conversely, lower production
rates could increase average procurement cost over the life of the program
and, if the Air Force maintains its plan to procure 276 production aircraft,
lead to difficulties in completing the production program within the
production cost estimate.

Low-rate initial production of 20 aircraft has been approved by the

Congress for fiscal year 2003. The Air Force subsequently determined that
21 aircraft could be purchased for the amount of funding provided in the
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Appendix I

Opportunities to Improve the Economy,
Efficiency, and Effectiveness of Federal
Programs

CBO 5-Year Cost Estimate
Included in GAO’s 2002
Budgetary Implications Report

Related GAO Products

fiscal year 2003 defense appropriations act. To avoid the acceleration of
production until completion of operational testing, low-rate initial
production could be maintained at 21 aircraft through fiscal year 2004. If
the Congress were to limit funding to no more than 21 aircraft in fiscal year
2004, and then proceed with the planned acceleration of production to 24
aircraft in fiscal year 2005, 26 aircraft in 2006, and 32 aircraft in 2007,
budget savings could be achieved.

No—the number of aircraft associated with this option has increased since
the CBO estimates were published.

Best Practices: Better Acquisition Outcomes Are Possible If DOD Can
Apply Lessons from F/A-22 Program. GAO-03-645T, Washington, D.C.:
April 11, 2003.

Tactical Aircraft: Status of the F/A-22 Program. GAO-03-603T.
Washington, D.C.: April 2, 2003.

Tactical Aireraft: DOD Should Reconsider Decision to Increase F/A-22
Production Rates While Development Risks Continue. GAO-03-431.
Washington, D.C.: March 14, 2003.

Tactical Aircraft: DOD Needs to Better Inform Congress about
Implications of Continuing F/A-22 Cost Growth. GAO-03-280.
Washington, D.C.: February 28, 2003.

Tactical Aircraft: F/A-22 Delays Indicate Initial Production Rates Should
Be Lower to Reduce Risks. GAO-02-298. Washington, D.C.:
March 5, 2002.

Tactical Aireraft: Continuing Difficulty Keeping F-22 Production Costs
Within the Congressional Limitation. GAO-01-782. Washington, D.C.:
July 16, 2001.

Tactical Aircraft: F-22 Development and Testing Delays Indicate Need for
Limit on Low-Rate Production. GAO-01-310. Washington, D.C.: March 15,
2001.

Defense Acquisitions: Recent F-22 Production Cost Estimates Exceeded
Congresstonal Limitation. GAO/NSIAD-00-178. Washington, D.C.:
August 15, 2000.
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Appendix I

Opportunities to Improve the Economy,
Efficiency, and Effectiveness of Federal
Programs

F-22 Aircraft: Development Cost Goal Achievable If Major Problems Are
Avoided. GAO/NSIAD-00-68. Washington, D.C.: March 14, 2000.

Defense Acquisitions: Progress in Meeting F-22 Cost and Schedule Goals.
GAO/T-NSIAD-00-58. Washington, D.C.: December 7, 1999.

Fiscal Year 2000 Budget: DOD’s Procurement and RDT&E Programs.
GAO/NSIAD-99-233R. Washington, D.C.: September 23, 1999.

Defense Acquisitions: Progress of the F-22 and F/A-18E/F Engineering
and Manufacturing Development Programs. GAO/T-NSIAD-99-113.
Washington, D.C.: March 17, 1999.

F-22 Aircraft: Issues in Achieving Engineering and Manufacturing
Development Goals. GAO/NSIAD-99-565. Washington, D.C.: March 15, 1999.

1999 DOD Budget: DOD’s Procurement and RDT&E Programs.
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Reassess the Need for the
Selective Service System

CBO 5-Year Cost Estimate
Included in GAO’s 2002
Budgetary Implications Report

Related GAO Product

Primary agency Department of Defense
Spending type Discretionary
Budget subfunction 054/Defense-related activities

No one has been drafted since 1973 and the advent of the all-volunteer
force. Since 1980, after the Soviet invasion of Afghanistan, males from ages
of 18 through 26 have continued registering with the Selective Service
System for a potential draft in the event of a national emergency. However,
it would still require congressional action to actually draft anyone into the
military. A return to a military draft seems unlikely. One reason for this is
that any recruiting shortfalls represent only a minute percentage of the
over 13 million males of draft age and it would be very difficult to ensure a
fair and equitable draft to cover such shortfalls. The likelihood of the
United States engaging in a manpower-intensive conflict in the future is
very remote, so alternative approaches to a draft could be devised to fill
personnel needs.

Supporters of continuing registration maintain that it is a relatively
inexpensive insurance policy in case the government underestimates the
threat level the U.S. military may face in a future contingency. Supporters
also contend that registration maintains the link between the military and
society-at-large and reinforces the notion that citizenship involves an
obligation to the nation. They also maintain that it would ensure a fair and
equitable draft should one need to be reinstated in the future. Nevertheless,
it was estimated in 1997 that it would take a little more than a year and cost
about $23 million (or about 1 year’s appropriation) to bring the Selective
Service System back from a “deep standby” status. In the past, CBO
concluded that savings could be achieved if the Congress chose to
terminate the Selective Service System.

Yes.

Selective Service: Cost and Implications of Two Alternatives to the
Present System. GAO/NSIAD-97-225. Washington, D.C.: September 10,
1997.
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Consolidate Military
Exchange Stores

CBO 5-Year Cost Estimate
Included in GAO’s 2002
Budgetary Implications Report

Related GAO Products

Primary agency Department of Defense

Accounts Multiple

Spending type Discretionary

Budget subfunction 051/Department of Defense—Miilitary

Since 1968, studies by GAO, the Department of Defense (DOD), and others
have concluded that financial benefits could be achieved through
consolidation of military exchange stores into a single entity. The Office of
the Secretary of Defense in a decision memorandum dated May 9, 2003,
decided that a single optimized Armed Service exchange system would best
serve the department and exchange patrons. DOD has established a task
force to produce, within 24 months, a plan to consolidate the three
exchange systems (Army and Air Forces Exchange Service, Navy
Exchange, and the Marine Corps Exchange) into one. The consolidation
will affect management and “back room” operations of the exchanges.
However, it will be transparent to the exchange workers and shoppers as
sailors, for example, will still go to a Navy Exchange. The director of this
effort believes it is too early in the process to estimate savings from the
consolidation. While savings are expected to accrue to the exchange
system and benefit Morale, Welfare and Recreation funding, it appears that
any savings to appropriation accounts would be limited because the
exchanges only indirectly receive benefits from appropriated funds. For
example, they do not pay (1) rent for use of properties owned by the U.S.
government, (2) the salaries of military personnel working for the
exchanges, and (3) utilities associated with overseas exchanges.
Significant savings to appropriated funds are likely to result only to the
extent that reductions occur in military personnel and facilities. It is not
clear at this point to what extent, if any, that will occur as part of this effort.

Yes.

Defense Management: Industry Practices Can Help Military Exchanges
Better Assure That Their Goods Are Not Made by Child or Forced Labor.
GAO-02-256. Washington, D.C.: January 31, 2002.

Page 15 GAO-03-1006 Opportunities for Oversight


http://www.gao.gov/cgi-bin/getrpt?GAO-02-256

Appendix I

Opportunities to Improve the Economy,
Efficiency, and Effectiveness of Federal
Programs

Excess Equipment for Former Castle AFB (BXMART). GAO/NSIAD-98-
94R. Washington, D.C.: February 27, 1998.

Morale, Welfare, and Recreation: Declining Funds Require DOD to Take
Action. GAO/NSIAD-94-120. Washington, D.C.: February 28, 1994.

GAO Contact Barry W. Holman, (202) 512-8412

Page 16 GAO-03-1006 Opportunities for Oversight


http://www.gao.gov/cgi-bin/getrpt?GAO/NSIAD-98-94R
http://www.gao.gov/cgi-bin/getrpt?GAO/NSIAD-98-94R
http://www.gao.gov/cgi-bin/getrpt?GAO/NSIAD-94-120

Appendix I

Opportunities to Improve the Economy,
Efficiency, and Effectiveness of Federal
Programs

Reorganize C-130 Reserve
Squadrons

Primary agency Department of Defense

Accounts Multiple

Spending type Discretionary

Budget subfunction 051/Department of Defense—Miilitary

Currently, the majority of the Air Force’s C-130 aircraft are in the reserve
component—that is, assigned to the Air Force Reserve and the Air National
Guard. Typically, reserve component wings are organized in one squadron
of 8 C-130 aircraft. However, active Air Force wings flying the same aircraft
are generally organized in two to three squadrons of 14 C-130 aircraft.
Given this organizational approach, reserve component C-130 aircraft are
widely dispersed throughout the continental United States, Hawaii, and
Alaska.

The Air Force could reduce costs and meet peacetime and wartime
commitments if it reorganized its reserve component C-130 aircraft into
larger squadrons and wings at fewer locations. These savings would
primarily result from fewer people being needed to operate these aircraft.
For example, we reported in 1998 that redistributing 16 C-130 aircraft from
two 8-aircraft reserve wings to one 16-aircraft reserve wing could save
about $11 million dollars annually. This reorganization could eliminate
about 155 full-time positions and 245 part-time positions; the decrease in
full-time positions is especially significant, since the savings associated
with these positions represents about $8 million, or 75 percent of the total
savings. Fewer people would be needed in areas such as wing
headquarters, logistics, operations, and support group staffs as well as
maintenance, support, 