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SERVING THE CONGRESS AND THE NATION

| MIiSSION
~ GAO exists to support the Congress in meeting its constitutional
responsibilities and to help improve the performance and ensure the accountability of
. PR ;.1 -. . *the federal government for the benefit of the American people.

GoaLs & OBJECTIVES

Provide Timely, Quality Service to the Congress and the

Changing Federal Government to . . .

Security Threats . .
... Address Current and Emerging Challenges to the Well-being

and Financial Security of the American People related to . . .

Sustainability  Health care needs * Viable communities
Concerns .

Lifelong learning ¢ Natural resources use and
» Work benefits and protections environmental protection
e Financial Security ° Physical infrastructure
. * Effective system of justice
Economic
Growth & .. Respond to Changing Security Threats and the Challenges of
Competitiveness Global Interdependence involving . . .
: . .
* Homeland security ¢ Advancement of U.S. interests
Global * Military capabilities and readiness * Global market forces

I S 1) Help Transform the Federal Government’s Role and How It Does

Business to Meet 21st Century Challenges by assessing . . .

Societal Change * Roles in achieving federal  Key management challenges
objectives and program risks
* Government transformation » Fiscal position and financing of the
government

Quality of Life

Maximize the Value of GAO by Being a Model Federal Agency and

a World-Class Professional Services Organization in the areas of . . .

Science &

e Client and customer satisfaction e Process improvement
Technology

* Strategic leadership e Employer of choice
e Institutional knowledge and experience

CORE VALUES

Accountability Integrity Reliability

Source: GAO. GAO Strategic Plan 2007-2012
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kindergarten through 12th grade

National Nuclear Security Administration
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Letter from the Comptroller General

March 2007

In keeping with GAO’s commitment to update its strategic plan at least once every
3 years—consistent with the Government Performance and Results Act—this
strategic plan describes our proposed goals and strategies for serving the Congress
for fiscal years 2007 through 2012. As expected, with the Congress and the nation
facing such challenges as the large and growing long-term fiscal imbalance and
increased concerns about meeting the health care needs of American citizens, this
plan includes bodies of work that address anticipated requests for evaluations of
those and other major issues. In addition, our plan covers anticipated work related
to major government transformation efforts, especially in the areas of homeland
security and defense.

Since our last update to the strategic plan, many challenges continue and others
have emerged. For example, the war on terrorism has continued, as has the

nation’s involvement in Iraq and the ensuing reconstruction effort that is still
unfolding. Hurricanes Katrina and Rita and predictions of an influenza pandemic
have raised the nation’s awareness of nonmilitary threats to homeland security.
Historic budget deficits have added to our country’s national debt. Perhaps more
disturbing is that our nation’s long-range fiscal outlook remains unsustainable given
existing federal commitments and the challenges of caring for a growing elderly
population. Consequently, policymakers will be increasingly required to judge what
the nation can afford, both now and in the future. In addition, national boundaries
are becoming less relevant to policymakers as they address a range of economic,
security, social, and environmental issues. At the same time, the composition of

our nation’s population is becoming older and more diverse, resulting in a virtual
kaleidoscope of demands for federal funds and services. Scientific research and
technological developments provide opportunities to improve the lives of U.S.
citizens but also raise profound ethical questions for society. Accompanying these
changes are new expectations about the quality of life for Americans and the ways
of measuring the nation’s position and progress. Governance structures are evolving
in order to contend with these new forces and an accelerating pace of change. These
broad themes—changing security threats, sustainability concerns, economic growth
and competitiveness, global interdependence, societal change, quality of life, and
science and technology—provide the context for our plan.

The broad goals and objectives of our plan have not altered dramatically since our
last plan, but events such as the continuing war in Iraq and recent and predicted
natural disasters account for some modifications in emphasis. Also, we have
retained our goal of becoming a model agency and world-class professional services
organization—a goal that remains as vital to us as ever. To ensure that our plan
reflects evolving congressional and national needs, we solicited input on the plan
from members of the Congress and their staffs, our sister congressional agencies—
the Congressional Budget Office and the Congressional Research Service, the
inspectors general, state and local government audit organizations, and other key
accountability organizations.

We are dedicated to our mission of serving the Congress and our nation and to
achieving results that are unmatched by any other accountability organization in
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the world. By working together, leading by example, and focusing on our results, we
hope to continue to improve our performance and strengthen the GAO brand name
both domestically and internationally. If you would like to know more about specific
areas of our work, detailed performance and accountability information is available
on our Web site at www.gao.gov/sp.html.

If you have questions about the strategic plan, please contact me at (202) 512-5500
or walkerd@gao.gov or Gene L. Dodaro, Chief Operating Officer, at (202) 512-5600 or
dodarog@gao.gov.

Wil ——

David M. Walker
Comptroller General
of the United States

i =
.
[4 i &
"
‘

Source: See Image Sources.
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Our Mission, Goals, Strategies, and Means

Mission Statement

The Government Accountability
Office (GAO) exists to support
the Congress in meeting its
constitutional responsibilities
and to help improve the
performance and ensure the
accountability
of the federal
government for
the benefit of
the American
people.

Source: See Image Sources.

Statutory Responsibilities

Through the Budget and Accounting Act of 1921,
the Congress established GAO with the broad role
of investigating “all matters relating to the receipt,
disbursement, and application of public funds”
and to “make recommendations looking to greater
economy or efficiency in public expenditures.”
Since World War II, the Congress has clarified and
expanded that original charter in the following
ways:
¢ The Government Corporation Control Act

of 1945 provided GAO the authority to audit

the financial transactions of government
corporations.

e The Budget and Accounting Procedures
Act of 1950 assigned GAO responsibility for
establishing accounting standards for the
federal government and carrying out audits of
internal controls and financial management.

e The Legislative Reorganization Act of 1970
expressly authorized GAO to conduct program
evaluations and analyses of a broad range of
federal activities.

The General Accounting Office Act of 1980
reiterated GAO’s authority to obtain agency
and other records needed for its investigations
and evaluations and added the authority for
GAO to enforce its access rights in court.

e The Chief Financial Officers Act of 1990 and
the Government Management Reform Act
of 1994 authorized GAO to audit agencies’
financial statements and annually audit the
consolidated financial statements of the
United States.

e Numerous other laws complement GAQO’s basic
audit and evaluation authorities, including
the Congressional Budget and Impoundment
Control Act of 1974, which provided for
GAO review of reported or unreported
impoundments; the Inspector General Act
of 1978, which provided for GAO-established
standards for the audit of federal programs
and activities; and the Competition in
Contracting Act of 1984, which provided for
GAO’s review of protested federal contracting
actions.

At GAO, we implement our statutory
responsibilities by engaging in a range of
oversight, insight, and foresight activities that
span the full breadth and scope of federal
activities and programs. We publish thousands of
reports and other documents annually and provide
a number of other related services. By making
recommendations to improve the practices and
operations of government agencies, we contribute
not only to the increased effectiveness of and
accountability for federal spending, but also to
the enhancement of the taxpayers’ trust and
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confidence in their federal government. We also
look at national and international trends and
challenges to anticipate their implications for
public policy.

Our Strategic Goals

To accomplish our mission, we use a strategic
planning and management framework that is
based on a hierarchy of four elements (see fig. 1),
beginning at the highest level with the following
four strategic goals:

e Strategic Goal 1: Provide Timely, Quality
Service to the Congress and the Federal
Government to Address Current and Emerging
Challenges to the Well-being and Financial
Security of the American People

e Strategic Goal 2: Provide Timely, Quality
Service to the Congress and the Federal
Government to Respond to Changing
Security Threats and the Challenges of Global
Interdependence

e Strategic Goal 3: Help Transform the
Government by Supporting a Broad-Based
Reexamination of Federal Programs

e Strategic Goal 4: Maximize the Value of GAO
by Being a Model Federal Agency and a World-
class Professional Services Organization

Figure 1: Our Strategic Planning Hierarchy

Source: GAO.

Our work is primarily aligned under the first three
strategic goals, which span issues that are both

domestic and international, affect the lives of all
Americans, and influence the extent to which the
federal government serves the nation’s current
and future interests. The fourth goal is our only
internal one and is aimed at maximizing our
productivity through such efforts as investing
steadily in information technology (IT) to support
our work; ensuring the safety and security of

our people, information, and assets; pursuing
human capital transformation; and leveraging our
knowledge and experience.

Each of our strategic goals is further defined by
strategic objectives, performance goals, and key
efforts. The strategic objectives and performance
goals provide progressively more detailed
descriptions of what we plan to achieve. Each

key effort outlines a body of work that supports a
performance goal. The performance goals and key
efforts described later in this strategic plan cover
areas in which we plan to complete work by the
end of fiscal year 2009.

Key Performance Measures

We primarily use quantitative performance
measures to assess progress in achieving our
strategic goals and objectives. Collectively, these
measures help demonstrate the degree to which
we (1) provide timely, quality service to the
Congress and the federal government so that they
can respond to current and emerging challenges
and (2) help the government meet 21st century
challenges by transforming its role and its ways
of doing business. To assess our progress toward
achieving our strategic goals and their objectives,
we use a variety of quantitative measures, which
are described in table 1. We set performance
targets for all of these quantitative measures
annually and compare our actual performance
with the targets.

We publish annual performance and
accountability reports that describe our progress
in achieving our performance measures. These
are available on our Web site, http:/www.gao.gov/
sp.html. We are continuing to refine our measures,
working toward a balanced set of measures

that evaluate performance based on four key
perspectives: our results, our clients, our people,
and our internal operations.
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Table 1: Annual Quantitative Performance Measures

Financial benefits

Benefits to the federal government that can be estimated in dollar terms (e.g., decreased costs,
increased revenues, or revenues made available for other purposes) that result in improved services
to the public, improved statutes or regulations, or improved government business operations that
occurred because of work that we completed over the past several years.

Nonfinancial Benefits to the federal government that cannot be estimated in dollar terms that result in improved

benefits services to the public, improved statutes or regulations, or improved government business operations
that occurred because of work that we completed over the past several years.

Past Of the recommendations made 4 fiscal years prior to the current fiscal year, the percentage of

recommendations | recommendations that were implemented.

implemented

Percentage of
products with
recommendations

Of the written products issued in the fiscal year, the percentage that included at least one
recommendation. Not all products that we issue during the fiscal year contain recommendations—
some provide the Congress with policy options or are purely informational.

Testimonies

The number of hearings at which we presented testimony.

Timeliness

From a survey sent to our congressional clients for our more significant written products, the
percentage that indicated the product was delivered on time.

New hire rate

The ratio of the number of people hired to the number we planned to hire.

Acceptance rate

The ratio of the number of applicants accepting offers to the number of offers made.

Retention rate

The ratio of the number of people who did not leave GAO during the fiscal year to the average number
of people on board during the year. (Retention rate is the inverse of attrition rate.) We examine two
calculations of retention rate—one that includes retirees and one that excludes retirees.

Staff development

From an annual employee survey, the percentage of people responding favorably to questions on
internal, external, and on-the-job training.

Staff utilization

From an annual employee survey, the percentage of people responding favorably to questions on our
use of staff’'s knowledge and skills.

Leadership

From an annual employee survey, the percentage of people responding favorably to questions about
specific qualities of our managers, such as whether leaders treated staff fairly, made timely decisions,
demonstrated GAO’s core values, implemented change effectively, and dealt effectively with diversity
issues.

Organizational
climate

From an annual employee survey, the percentage of people responding favorably to questions on
teamwork, morale, and overall satisfaction.

Help get job done

From an annual employee survey, we calculate a composite score from questions related to how
well internal processes help employees get their jobs done. The composite score represents how
employees rated their satisfaction with these services relative to how they rated the importance of
those services to them. The importance scores and satisfaction levels are both rated on a scale
of 1 (low) to 5 (high).

Quality of work
life

From an annual employee survey, we calculate a composite score from questions related to how
internal processes affect employees’ quality of work life. The composite score represents how
employees rated their satisfaction with these services relative to how they rated the importance of
these services to them. The importance scores and satisfaction levels are both rated on a scale
of 1 (low) to 5 (high).

Source: GAO.

Another major evaluation we used to inform the
update of the strategic objectives under goals

1, 2, and 3 was the January 2007 edition of our
biennial high-risk report. This report provides the

planning tool for us, helping us identify those
areas in which our continued efforts are needed
to maintain the focus on important policy and
management issues facing the nation.

status of major government operations considered

high risk because of their greater vulnerabilities
to waste, fraud, abuse, and mismanagement.
The series is, among other things, a valuable

Similarly, we drew from our report 21st Century
Challenges: Reexamining the Base of the Federal
Government in preparing this strategic plan.
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This report was intended to help the Congress in
reviewing and reconsidering the base of federal
spending and tax programs. In preparing our
strategic plan, we took into consideration the
federal activities that are discussed in this report
and the related work that we might perform to
support congressional decision making.

Finally, our Office of the Inspector General
evaluates the administration of the agency,
including an assessment of key performance
measurements. The Inspector General’s
evaluations are useful for ensuring that our
operations are efficient and economical and serve
as additional input for updating the objectives
under strategic goal 4. We also evaluated (1) our
engagement policies and quality control practices
and (2) the effectiveness of a number of our core
and support processes to enhance their usefulness
and improve efficiency.

Figure 2: GAO’s Business Model

Strategies and Means

The business model depicted in figure 2 shows
how we strategically manage our work to meet

our statutory requirements while improving our
performance and ensuring that we are account-
able to our clients. Our strategic management
processes—including efforts to plan our work, pe-
riodically assess whether we are on the right track,
and make adjustments when necessary—are at the
center of this model. Staff aligned with all four of
our strategic goals are involved in these processes.
In addition, our three core values of accountabil-
ity, integrity, and reliability are part of the model’s
core, which is appropriate because they are an
integral part of all of our work. The remaining
business of the agency is divided into the following
three parts:

e Oversight, insight, and foresight. We conduct
performance audits, financial audits, attesta-
tions, and investigations; issue legal decisions
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and opinions; and provide nonaudit services
for our clients. This work is aligned primarily
with strategic goals 1, 2, and 3.

e Engagement services. Some of our staff pro-
vide direct support to our oversight, insight,
and foresight activities by lending expert ser-
vices that include legal analyses and counsel,
quality assurance, and design and methodologi-
cal development. This work also is aligned pri-
marily with goals 1, 2, and 3.

¢ Infrastructure services. We conduct founda-
tional services that support GAO operations
and activities—many of which are aligned with
strategic goal 4. These services include finan-
cial management, IT management, security and
safety, and human capital management.

Throughout GAO, we emphasize two overarching
strategies to achieving our strategic goals. These
are (1) providing information from our work to the
Congress and the public and (2) continuing and
strengthening our internal operations. Specifically,
we achieve our results mainly through the actions
taken by the Congress and federal agencies in re-
sponse to the information and recommendations
that we provide. Our strategies also emphasize the
importance of (1) working with other organizations
on crosscutting issues and (2) effectively address-
ing the challenges to achieving our agency’s goals
and recognizing the internal and external factors
that could impair our performance. Through these
strategies, which have proven successful for us

for a number of years, we plan to achieve the level
of performance that is needed to meet our annual
performance measures as well as our multiyear
performance goals. That level of performance, in
turn, will allow us to achieve our strategic goals.

Attaining our three external strategic goals

(goals 1, 2, and 3) and their related objectives rests,
for the most part, on providing professional, objec-
tive, fact-based, nonpartisan, nonideological, fair,
and balanced information to support the Congress
in carrying out its constitutional responsibilities.
To implement the performance goals and key ef-
forts related to these three goals, we develop and
present information in a number of ways, including

e evaluations of federal programs, policies, op-
erations, and performance;

e oversight of government operations through
financial and other management audits to

determine whether public funds are spent ef-
ficiently, effectively, and in accordance with
applicable laws;

e investigations to assess whether illegal or im-
proper activities are occurring;

¢ analyses of the financing for government ac-
tivities;

e constructive engagements in which we work
proactively with agencies, when appropriate,
to help guide their efforts toward achieving
positive results;

¢ legal decisions and opinions to determine
whether agencies are in compliance with ap-
plicable laws and regulations;

e policy analyses to assess needed actions and
the implications of proposed actions; and

e additional assistance to the Congress in sup-
port of its oversight, appropriations, legisla-
tive, and other responsibilities.

We conduct specific engagements based on re-
quests from congressional committees and man-
dates written into legislation, resolutions, and
committee reports. We also coordinate our work
with our sister agencies in the legislative branch
and the offices of inspector general in the execu-
tive branch. While we devote most of our engage-
ment resources to work requested or mandated
by the Congress, we initiate some work under the
Comptroller General’s authority. Traditionally, this
work has been related to government programs
and operations that we have identified as being

at high risk for fraud, abuse, or mismanagement;
reviews of agencies’ budget requests; and various
emerging challenges that are of broad-based inter-
est to the Congress, such as the cost of fighting
terrorism and the status of the reconstruction
efforts in Iraq.! When appropriate, we make rec-
ommendations that are intended to improve the
accountability, operations, and services of govern-
ment agencies; contribute to increasing the effec-
tiveness of federal spending; and enhance the tax-
payers’ trust and confidence in their government.

Our staff are responsible for following high
standards for gathering, documenting, and
supporting the information we collect and

'n fiscal years 2004 and 2005, the work performed under the
Comptroller General’s authority represented 10 percent and 13
percent, respectively, of our engagement efforts.
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analyze. More often than not, this information is
documented in a product that is made available
to the public. We generally issue around 1,200 to
1,300 products each year, both electronically and
in printed format. In addition, we publish about
250 to 350 legal decisions and opinions each year.
Our products include the following:

e letter reports, chapter reports, and other
written correspondence;

e testimonies and statements for the record,
where the former are delivered orally by one
or more of our senior executives at a hearing
and the latter are provided for inclusion in the
congressional record,

e oral briefings, which are usually given directly
to congressional staff members; and

e legal decisions and opinions resolving
bid protests and addressing issues of
appropriations law, as well as opinions on
the scope and exercise of authority of federal
officers.

We also produce special publications on specific
issues of general interest to all Americans. For
example, we issued a primer on motor fuels to
help improve public understanding of the major
factors that influence the U.S. price of gasoline
and we issued a guide on Social Security that
answers concisely some basic questions about
how the program works and why it needs to

be reformed.? Our publication, Principles of
Federal Appropriations Law, is viewed both
within and outside of the government as the
primary resource in the area of appropriations
law. It discusses in detail Comptroller General
and federal case law on the availability, use,

and control of federal funds. In addition, we
maintain the government’s repository of reports of
Antideficiency Act violations and make available
on our Web site various information extracted
from those reports. Collectively, our products
always contain information and often conclusions
and recommendations that allow us to achieve our
external strategic goals.

Another means of ensuring that we are achieving
our goals is to examine the impact of our past

2 GAO, Motor Fuels: Understanding the Factors That Influence the
Retail Price of Gasoline, GAO-05-5255P (Washington, D.C.: May
2005), and Social Security Reform: Answers to Key Questions,
GAO-05-193SP (Washington, D.C.: May 2005).

work and use that information to shape our future
work. Consequently, we evaluate actions taken by
federal agencies and the Congress in response to
our past work. The results of these evaluations
are reported in terms of the financial benefits and
nonfinancial benefits that reflect the value of our
work. We actively monitor the status of our open
recommendations—those that remain valid but
have not yet been implemented—and report our
findings annually to the Congress and the public
(see http://www.gao.gov/openrecs.html).

Two reports have been especially valuable
planning tools because they help us to identify
areas where our continued efforts are needed

to maintain the focus on important policy and
management issues that the nation faces. First,
our biennial high-risk report, most recently
updated in January 2007, provides a status report
on major government operations that we consider
high risk because they are vulnerable to waste,
fraud, abuse, and mismanagement or are in need
of broad-based transformation. We have made
hundreds of recommendations to improve these
high-risk operations and plan to continue work
that will lead to further improvements. Second, we
use our report on 21st century challenges, which
was issued in February 2005, to guide a portion
of our planned work. This report highlights
current and emerging issues facing the nation. For
example, the report concludes that the nation’s
growing fiscal imbalance stems primarily from
the aging of the population and rising health care
costs. Absent significant changes on the spending,
revenue, or both sides of the budget, these long-
term deficits will test the capacity of current and
future generations to afford federal commitments.
Addressing the nation’s long-term fiscal
imbalances constitutes a major transformational
challenge that may take a generation to resolve.

To attain our fourth strategic goal—an internal
management goal—and its related objectives, we
conduct surveys of our congressional clients and
internal customers to obtain feedback on our
products, processes, and services, and perform
studies and evaluations to identify ways in which
to improve them. These studies and evaluations
have included

e assessing our administrative processes
and ways to determine internal customers’
satisfaction;
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e surveying employees’ about their work
environment;

e surveying employees’ skills and work
preferences;

e conducting an ongoing review of our
workforce and our future needs for skilled
mission and support staff as well as for senior
managers;

e evaluating the practices and procedures that
analysts use to develop core products and
whether these practices adhere to policies that
ensure the quality of our engagements and
products;

e extensively studying our training and
curriculum strategies;

e comprehensively assessing our building
security and safety, especially in the event of
a major disaster or national security incident;
and

e conducting annual security and other related
audits of our IT systems.

Because achieving our strategic goals

and objectives also requires strategies for
coordinating with other organizations with similar
or complementary missions, we

e use advisory panels and other bodies to
inform our strategic and annual work planning
and

e maintain strategic working relationships with
other national and international government
accountability and professional organizations,
including the federal inspectors general,
state and local audit organizations, and other
national audit offices.

These two types of strategic working relationships
allow us to extend our institutional knowledge
and experience; to leverage our resources; and in
turn, to improve our service to the Congress and
the American people.

Through newly established forums and a number
of ongoing advisory boards and panels, we gather
information and perspectives for our strategic and
annual performance planning efforts. Ongoing
advisory boards and panels also support strategic
and annual work planning by alerting us to issues,

trends, and lessons learned across the national
and international audit communities that should
factor into our work. These groups include the
Comptroller General’s Advisory Board, the 40
members of which represent both the public

and private sectors and have broad expertise

in areas related to our strategic objectives. The
board meets with our senior managers annually
to share its views on our strategic direction

and specific initiatives. Through the National
Intergovernmental Audit Forum, chaired by

the Comptroller General, and 10 regional
intergovernmental audit forums, we consult
regularly with federal inspectors general and
state and local auditors. In addition, through the
Domestic Working Group, the Comptroller General
and the heads of 18 federal, state, and local audit
organizations exchange information and seek
opportunities to collaborate.

Internationally, we participate in the International
Organization of Supreme Audit Institutions
(INTOSAI), the professional organization of

the national audit offices of 184 countries. The
Comptroller General also leads the Global
Working Group, through which the heads of our
counterparts from 15 countries meet annually to
discuss mutual challenges, share experiences, and
identify opportunities for collaboration.

Our Strategic Planning and External Liaison
office takes the lead and provides strategic focus
for the work with external partner organizations,
while our research, audit, and evaluation teams
lead the work with most of the issue-specific
organizations.

We combine our general strategies with specific
strategies for each strategic objective. These
specific strategies take the form of performance
goals, each of which has a set of key efforts

that connect with our day-to-day work. These
performance goals and key efforts are described
later in this plan.

Internal Management
Challenges

For at least the next 3 fiscal years, we anticipate
continuing to address three management
challenges—physical security, information
security, and human capital—because they are
evolving and will require us to continuously
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identify ways to adapt and improve. Under
strategic goal 4, we establish performance goals
focused on each of our management challenges,
track our progress in completing the key efforts
for those performance goals quarterly, and
report each year on our progress toward meeting
the performance goals. (See our performance
and accountability report for a more complete
description of these challenges.)

External Factors That Could
Affect Our Performance

Several external factors could affect the
achievement of our performance goals. These
include the amount of resources we receive,
shifts in the content and volume of our work, and
various national and international developments.
Limitations imposed on our work by other
organizations or limitations on the ability of other
federal agencies to make the improvements we
recommend are additional factors that could
affect the achievement of our goals.

As the Congress focuses on unpredictable
events—such as terrorism, natural disasters, and
military conflicts and threats abroad—the mix
of work we are asked to undertake may change,
diverting our resources from some strategic
objectives and performance goals. We can and
do mitigate the impact of these events on the
achievement of our goals in various ways. For
example in fiscal year 2006, we

e stayed abreast of current events (such
as protecting U.S. ports and borders
and preventing possible pandemics)
and communicated frequently with our
congressional clients in order to be alert to
possibilities that could shift the Congress’s
priorities or trigger new priorities;

e quickly redirected our resources when
appropriate (e.g., on the cost and recovery
efforts related to Hurricane Katrina) so that
we could deal with major changes as they
occurred;

e maintained broad-based staff expertise (i.e.,
in the Social Security, health care financing,
and homeland security areas) so that we could
readily address emerging needs; and

e initiated research under the Comptroller
General’s authority on several selected topics,
including various issues relating to Iraq, the
U.S. federal elections, and our 21st century
challenges and high-risk work.

We have experienced heavy demand from

the Congress for work in a number of subject
areas, especially in the disaster recovery

and preparedness areas in the aftermath of
Hurricane Katrina and in the health care area.
Our ability to effectively manage this demand
could have an impact on our ability to meet our
performance targets. We will continue to manage
these requests in order to minimize any negative
impact they may have on our ability to meet the
needs of the Congress and the American people.
Given large current federal budget deficits and
the nation’s long-range fiscal imbalance, the
Congress is likely to place increasing emphasis
on fiscal constraint. While it is unclear how we
will ultimately be affected, it is reasonable to
assume that any attempt to exercise additional
budgetary discipline in the legislative branch
will include our agency. As a result, while we
believe that we submit reasonable and responsible
budget requests and we know that the return

on investment that we generate is unparalleled,
we must plan and prepare for the possibility

of significant and recurring constraints on

the resources made available to the agency. In
addition, because almost 80 percent of our budget
is composed of people-related costs, any serious
budget situation will likely have an impact on
our human capital policies and practices. This, in
turn, would have an impact on our ability to serve
the Congress and meet our performance targets.

While the nature and extent of any such budget
constraints cannot be determined at the present
time, our executive team is engaged in a range of
related planning activities. It is both appropriate
and prudent for us to engage in such planning. At
the same time, we are hopeful that the Congress
will recognize that performance-based budgeting
concepts would support providing additional
resources to entities with prudent budget requests
and proven performance results. If the Congress
employs such an approach, we should be in a
good position to continue to provide a high rate of
return on the resources invested in the agency.

A growing area for us involves our work on bid
protests. As required by law, our General Counsel
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prepares Comptroller General procurement

law decisions that resolve protests filed by
disappointed bidders. These bidders challenge the
way individual federal procurements are being
conducted or how the contracts were awarded. In
recent years, we have experienced an increase in
the number of bid protests that have been filed,
and in fiscal year 2005 the Congress enacted
legislation that expanded our authority to allow
certain representatives of affected government
employees to protest when the private sector wins
a private-public competition. We will continue

to monitor our workload in this area to ensure
that we meet our statutory responsibilities with
minimal negative impact on our other work.

Another external factor is the extent to which we
can obtain access to certain types of information.
With concerns about operational security being
unusually high at home and abroad, we may

have more difficulty obtaining information and
reporting on sensitive issues. Historically, our
auditing and information gathering have been
limited whenever the intelligence community

is involved. In addition, we do not have a right

of access to records or other materials held by
other countries or, generally, by the multinational
institutions that the United States works with to
protect its interests. Consequently, our ability to
fully assess the progress being made in addressing
several national and homeland security issues
may be hampered. Given the heightened security
environment, we also anticipate that more of our
reports may be subject to classification reviews
than in the past, which means that the public
dissemination of these products may be limited.
We plan to work with the Congress to identify
both legislative and nonlegislative opportunities
for strengthening our access authority as
necessary and appropriate.

Our Organizational Structure

As the Comptroller General of the United States,
David M. Walker is the head of GAO and is serving
a 15-year term that began in November 1998.
Three other executives join Comptroller General
Walker to form GAO’s Executive Committee;
these executives are Chief Operating Officer

Gene L. Dodaro, Chief Administrative Officer/
Chief Financial Officer Sallyanne Harper, and
General Counsel Gary Kepplinger.

To achieve our strategic goals, our staff is
organized as shown in figure 3. For the most

part, our 13 research, audit, and evaluation

teams perform the work that supports strategic
goals 1, 2, and 3—our three external strategic
goals—with several of the teams working in
support of more than one strategic goal. Senior
executives in charge of the teams manage a

mix of engagements to ensure that we meet

the Congress’s need for information on quickly
emerging issues as we also continue longer-term
work efforts that flow from our strategic plan.

To serve the Congress effectively with a finite

set of resources, senior managers consult with
our congressional clients and determine the
timing and priority of engagements for which
they are responsible. In fiscal year 2005, we
formed a new unit—Forensic Audits and Special
Investigations—within our Financial Management
and Assurance team. This unit was designed to
provide the Congress with high-quality forensic
audits; investigations of fraud, waste, and abuse;
and evaluations of security vulnerabilities and
other appropriate investigative services as part of
its own assignments or in support of other teams.
This unit follows up on engagements and referrals
from our other teams when its special services
are required to help determine whether legislative
or administrative actions are necessary. The unit
is composed of investigators and staff from our
former Office of Special Investigations; auditors
from the Financial Management and Assurance
team who have experience with forensic audits;
and staff in General Counsel who worked with
FraudNet—our online system designed to
facilitate the reporting of allegations of fraud,
waste, abuse, or mismanagement of federal funds.

As described below, General Counsel supports
the work of all of our teams. In addition, the
Applied Research and Methods team assists

the other teams on matters requiring expertise
in areas such as economics, research design,
and statistical analysis. And staff in many
offices, such as Strategic Planning and External
Liaison, Congressional Relations, Opportunity
and Inclusiveness, Quality and Continuous
Improvement, Public Affairs, and the Chief
Administrative Office, support the efforts of the
teams. This collaborative process, which we
refer to as matrixing, increases our effectiveness,
flexibility, and efficiency in using our expertise
and resources to meet congressional needs on
complex issues.
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General Counsel is structured organizationally
along subject matter lines to facilitate the delivery
of legal services. This structure allows General
Counsel to (1) provide legal support to GAO and its
audit teams concerning all matters related to their
work and (2) produce legal decisions and opinions
for the Comptroller General. Specifically, the goal
1, goal 2, and goal 3 groups in General Counsel are
organized to provide each of the audit teams with

Figure 3: Our Organizational Structure

a corresponding team of attorneys dedicated to
supporting each team’s needs for legal services. In
addition, these groups prepare advisory opinions
to committees and members of the Congress

on agency adherence to laws applicable to their
programs and activities. General Counsel’s Legal
Services group provides in-house support to
GAO’s management on a wide array of human
capital matters and initiatives and on information

Comptroller General
of the United States [ |

Public Strategic Planning Congressional Opportunity and Inspector General
Affairs and External Liaison Relations Inclusiveness
General . . . Chief Administrative Officer/
. Counsel Chief Operating Officer Chief Financial Officer
: |
. Teams/ Quality and
. Field Operations Continuous
Improvement
o Goal .
.'. ) . 1 o ’ ..o
Goal .. Goal :

.'.- 3 o

. .
.. .
Cecenc®
.

* Provide audit and
other legal support
services for all goals
and staff offices

* Manage GAO’s bid
protest and

appropriations law work

Source: GAO.

Provide timely, quality
service to the Congress
and the federal
government to address
current and emerging
challenges to the well-
being and financial
security of the
American people

¢ Education,
Workforce, and
Income Security

¢ Financial Markets
and Community
Investment

¢ Health Care

* Homeland Security
and Justice

¢ Natural Resources
and Environment

¢ Physical
Infrastructure

Provide timely, quality
service to the Congress
and the federal
government to respond
to changing security
threats and the
challenges of global
interdependence

¢ Acquisition and
Sourcing
Management

¢ Defense Capabilities
and Management

¢ International Affairs
and Trade

Help transform the
federal government’s
role and how it does
business to meet 21st
century challenges

e Applied Research
and Methods

¢ Financial
Management and
Assurance
— Forensic Audits
and Special
Investigations

¢ Information
Technology

e Strategic Issues

Maximize the value of
GAO by being a model
federal agency and a
world-class professional
services organization

e Controller

* Human Capital
Office
— Chief Human
Capital Officer

¢ Information Systems
and Technology
Services
— Chief Information
Officer

* Knowledge Services
— Chief Knowledge
Services Officer
¢ Professional

Development
Program

Note: General Counsel’s structure largely mirrors the agency’s goal structure, and attorneys who are assigned to goals
work with the teams on specific engagements. Thus, the dotted lines in this figure indicate General Counsel’s support of or
advisory relationship with the goals and teams rather than a direct reporting relationship.
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management and acquisition matters and defends
the agency in administrative and judicial forums.
Finally, attorneys in the Procurement Law and
the Budget and Appropriations Law groups
prepare administrative decisions and opinions
adjudicating protests to the award of government
contracts or opining on the availability and use of
appropriated funds.

For strategic goal 4—our fourth and only internal
strategic goal— staff in our Chief Administrative
Office take the lead. They are assisted on specific
key efforts by the Applied Research and Methods
team and by staff offices such as Strategic
Planning and External Liaison, Congressional
Relations, Opportunity and Inclusiveness,

Quality and Continuous Improvement, and Public
Affairs. In addition, attorneys in General Counsel,
primarily in the Legal Services group, provide
legal support for goal 4 efforts. To maximize their
productivity, we must make steady investments in
IT. We must also ensure the safety and security of
our people, information, and assets. The strategies

Figure 4: Our Office Locations

we will use to ensure that we have the human
capital we need to carry out our responsibilities
and that our human capital, business processes,
IT, and other resources are well managed and
secure are covered under the fourth strategic goal
of this plan.

Throughout GAO, we maintain a workforce of
highly trained professionals with degrees in many
academic disciplines, including accounting, law,
engineering, public and business administration,
economics, and the social and physical sciences.
About three-quarters of our approximately 3,200
employees are based at our headquarters in
Washington, D.C; the rest are deployed in 11 field
offices across the country. (See fig. 4.) Staff in
these field offices are aligned with our research,
audit, and evaluation teams and perform work in
tandem with our headquarters staff in support
of our external strategic goals. Through our field
office structure, we have been able to attract and
retain top talent from across the country.

Denver

Sources: See Image Sources.
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Themes Affecting the Plan: Preparing the United
States for an Interdependent World

In charting our work over the next several years,
our strategic plan takes into account the forces
that are likely to shape our society, the place of
the United States in the world, and the role of

the federal government. We have grouped these
forces under seven themes that suggest major
trends that may influence congressional actions
and that form a context for our strategic goals and
objectives. Table 2 summarizes the themes, and a
detailed description of each theme is provided in a
separate publication titled Forces That Will Shape
America’s Future: The Themes from GAO’s
Strategic Plan (GAO-07-467SP), which was issued
in conjunction with this update of the strategic
plan.

Our nation faces a range of key public policy
trends, challenges, and opportunities that
transcend geopolitical and sectoral boundaries.
Through our strategic planning efforts, we have
identified seven key themes that embrace the
major trends that are likely to shape our society,
the place of the United States in the world,

and the role of the federal government in the
decades to come. These themes are ensuring
the security and safety of the nation; sustaining
our nation’s capacity, national resources, and
environment, especially given the nation’s

large and growing long-term fiscal imbalance;
maintaining economic growth and competition;
recognizing global interdependence related to
people, information, goods, and capital; adapting
to societal changes resulting from demographic
and other shifts; sustaining U.S.citizens’ quality of
life; and managing advancements in science and
technology.

These seven themes and the issues they
encompass will require the federal government
to form strategic partnerships and alliances with
state and local governments, as well as with the
governments of other nations around the world.
They will also require partnering for progress
between levels of government, the private
sector, and the independent sector. Successful
approaches to these issues will also need to
focus on maximizing value, managing risks, and
achieving real and sustainable results.

Any significant changes in these areas over the
period covered by this plan will affect our ability
to meet our goals and objectives. We will therefore
continue to track developments in these areas to
ensure that our plan continues to respond to the
needs of the Congress, the federal government,
and the American people.
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Table 2: Forces Shaping the United States and Its Place in the World

Changing security threats: The world has changed dramatically in overall security, from the
conventional threats posed during the Cold War era to more unconventional and asymmetric
threats. Providing for people’s safety and security requires attention to threats as diverse as
terrorism, violent crime, natural disasters, and infectious diseases. The response to many of
these threats depends not only on the action of the U.S. government but also on the cooperation
of other nations and multilateral organizations, as well as on state and local governments and
the private and independent sectors. Complicating such efforts are a number of failed states
allowing the trade of arms, drugs, or other illegal goods; the spread of infectious diseases; and
the accommodation of terrorist groups. Meeting the nation’s defense needs in the future may
prompt decision makers to reexamine fundamental aspects of the nation’s security programs,
such as how the Department of Defense (DOD) and the Department of Homeland Security (DHS)
plan, budget, and position their resources to respond to these various threats.

Sustainability concerns: Current fiscal and environmental policies are clearly unsustainable.
The $248 billion deficit forecast for fiscal year 2006, the anticipated growth of spending on social
insurance programs, and the potential tax gap resulting from the changing nature of the economy
will erode the ability of government to respond to the needs of U.S. citizens over the long term.
The growing awareness of the effect of climate change on the environment and the economy and
concerns about quality of life add a new layer of complexity to the already difficult question of
how to sustain economic growth when components of that growth—factories, cars and trucks,
fertilizers, and electricity-generating plants—often adversely affect air and water quality and can
change climates in potentially catastrophic ways.

Economic growth and competitiveness: Economic growth and competition are also affected
by the skills and behavior of U.S. citizens, the policies of the U.S. government, and the ability of
the private and public sectors to innovate and manage change. The U.S. education system must
prepare the workforce by providing the necessary skills and knowledge to drive innovation,
productivity, and economic growth while enabling the United States to continue to improve its
standard of living and competitive posture. Importantly, the saving and investment behavior of
U.S. citizens affects the capital available to invest in research, development, and productivity
enhancement. And the tax and regulatory policies of the U.S. government affect its economic
growth and ability to compete. The U.S. economy benefits from less restrictive labor and product
market regulation and lower tax burdens than those of many other Organisation for Economic
Co-operation and Developement countries, although deregulation can present its own challenges
and requires oversight to protect the public interest.

Global interdependency: Economies as well as governments and societies are becoming
increasingly interdependent as more people, information, goods, and capital flow across
increasingly porous borders. Indicators like international trade and financial transactions reveal
how economic activity has come to link nations. Both U.S. imports and exports as a share of the
gross domestic product (GDP) more than doubled from 1970 to 2005. The United States faces the
challenge of securing its borders to protect the safety and security of the nation without impeding
the exchange of people, ideas, goods, and capital needed to sustain economic growth and to
strengthen society. And transportation systems—highway, rail, and air—as well as immigration
and employment policies and practices may require modifications to support these changes.
Societal change: The U.S. population is aging and becoming more diverse. As U.S. society

ages and the ratio of elderly persons and children to persons of working age increases, the
sustainability of social insurance systems will be further threatened. Specifically, according to
the 2000 census, the median age of the U.S. population is now the highest it has ever been, and the
baby boomer age group—people born from 1946 to 1964, inclusive—was a significant part of the
population. As this group ages, it will have a continuing influence on society and social programs.
Quality of life: Concerns about the sustainability of the nation’s resources and current U.S.
policies represent threats to the quality of life of U.S. citizens and of other people around the
globe. Despite increasing productivity and economic growth, U.S. citizens increasingly face
income insecurity and a growing gap between the haves and the have nots. Lack of affordable
housing leading to urban sprawl and growing commute times leave many Americans struggling to
balance the demands of work and family.

Science and technology: Science and technology offer many possibilities for improving people’s
quality of life. These areas hold the promise of future productivity gains and economic growth.
However, with opportunities come challenges, such as ensuring cybersecurity, protecting
personal privacy, and preserving tax bases for state and other governmental entities. The
proliferation of information on the Internet, for example, has helped break down borders and has
increased our nation’s global interdependence. However, safeguards on the quality of information
are few. At the same time, the possibilities suggested by advances in science and technology,
especially in areas such as medicine, raise ethical and moral questions that society must confront.

Source: See Image Sources.

GAO-07-1SP GAO Strategic Plan 2007-2012



Goal 1

Source: See Image Sources.

In keeping with GAO’s mission to
support the Congress in carrying

out its constitutional responsibilities, our first
strategic goal focuses on several aspirations of
the American people that were defined by the
founding fathers to “establish justice, insure
domestic tranquility, ... promote the general
welfare, and secure the blessings of liberty” for
U.S. citizens now and in the future. The nation’s
aging and more diverse population and rapid
technological change and Americans’ desire to
improve quality of life have major policy and
budgetary implications for the federal government.
In particular, growing commitments to the elderly
will crowd the capacity of a smaller generation of
workers to finance the competing needs and wants
brought to the federal doorstep.

The first goal in this plan, therefore, continues

to be to help the Congress and the federal
government address the challenges that affect the
well-being and financial security of the American
people. The stakes involved with the federal
policies and programs covered under goal 1 are
high, as the benefits have become critical to the
well-being of families, businesses, state and local
governments, and other key sectors of the nation’s
economy and society. Moreover, as the nation
moves to address the challenges of homeland secu-
rity, it is becoming apparent that a wide range of

Provide Timely, Quality Service
to the Congress and the Federal
Government to Address Current
and Emerging Challenges to the
Well-being and Financial Security
of the American People

domestic policies and programs are relevant to
protecting the nation against terrorist threats.

The continuing presence of budget deficits should
prompt greater scrutiny of the performance and
costs of many of these programs, and we expect
to be a major contributor to these debates through
our audit and evaluation work.

Our objectives for this goal are to support con-
gressional and federal efforts on

1.1 the health needs of an aging and diverse
population;

1.2 lifelong learning to enhance U.S.
competitiveness;

1.3 benefits and protections for workers, families,
and children;

1.4 financial security for an aging population,;

1.5 ensuring a responsive, fair, and effective
system of justice;

1.6 the promotion of viable communities;

1.7 responsible stewardship of natural resources
and the environment; and

1.8 a safe, secure, and effective national physical
infrastructure.
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Strategic Objective 1.1

The Health Needs of an Aging and Diverse Population .

Total health care spending in the United States
from all sources—public and private—continues
to increase at a breathtaking pace. From 1990
through 2000, spending nearly doubled to over
$1.3 trillion and by 2010 is estimated to more than
double again to almost $2.9 trillion. (See fig. 5.)
This unrelenting growth is producing a health care
sector that continues to claim an increasing share
of the nation’s gross domestic product (GDP)—
about 12 percent in 1990 versus an estimated 18
percent in 2010 and 20 percent by 2015.

Figure 5: Total National Health Care
Spending, Fiscal Years 1990, 2000, and 2010

Dollars in trillions
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Source: Centers for Medicare & Medicaid Services.

Note: The dollar amounts for 1990 and 2000 are in nominal
dollars; the dollar amount for 2010 is projected.

Not surprisingly, health care spending has been
one of the most rapidly rising elements of federal
spending, growing three times faster than the
rest of the federal budget over the last quarter
century. (See fig. 6.) Expenditures on health-
related programs, one of the largest components
of federal spending, totaled $583 billion in fiscal
year 2006, or about 22 percent of federal spending.
Health care also accounts for significant federal
tax expenditures, with $132.7 billion in forgone
revenues projected for fiscal year 2006 because
of employer contributions to medical care and
medical insurance. The cost pressures of serving
a growing population—particularly those 65 and
older—are compounded by scientific advances in
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medical treatments, which can blur
the lines between needs and wants and
make it difficult to reasonably assess
what society can afford.

Figure 6: Growth of Federal Health
Expenditures, Fiscal Years 1980-2006
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Sources: GAO (analysis) and Office of Management and Budget (data).

Of particular concern is the growth in Medicare
expenditures, which totaled over $336 billion

in 2005. Even without considering the financial
effects of its new prescription drug benefit,
Medicare is expected to more than double its
share of the economy by 2030, competing with
other spending and economic activity of value.
Indeed, expenditures for hospital insurance,

one component of Medicare, exceeded hospital
insurance income (exclusive of interest income)
in 2004. This fiscal imbalance is projected to
continue. Consequently, the Hospital Insurance
Trust Fund is projected to be depleted by 2018.
Also of concern are issues of (1) modernizing
Medicare’s management structure, payment
policies and methodologies, and benefits package
and (2) reducing Medicare’s administrative burden
on providers. Moreover, because of its size and
complexity, Medicare is inherently difficult to
manage and is a target for fraud, waste, and abuse.
Medicare claims administration contracting is
undergoing significant changes. In the next 3 to
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5 years, all of the contracts will be recompeted
and much of the claims administration workload
will be transferred to about half the number

of current contractors—an undertaking on a
scale unlike anything Medicare has experienced
before. Consequently, effective oversight is critical
to protecting program dollars and promoting
efficient program operations.

Although the introduction of competitive
principles to health care helped to contain medical
care cost increases for several years, costs
continue to rise, as do the number of Americans
without health insurance. These cost increases
have important implications for federal health
care programs and outlays and for the availability
of employer-sponsored health insurance. Many
employers reportedly have been considering

or made changes to decrease the generosity of
their health insurance benefits, or have shifted
risk to employees in the form of health plans

with significantly higher deductibles, sometimes
coupled with health savings accounts. Moreover,
the public is concerned about the quality of

care, consumer protection mechanisms, and the
availability of information to allow purchasers to
make informed insurance choices.

The government also must address pressing
issues in its own health care delivery systems.
The Department of Veterans Affairs (VA)—one
of the nation’s largest health care delivery
systems—spends about $30 billion a year to
provide health care to approximately 4.9 million
of the almost 7.7 million veterans enrolled for
VA care. VA provides this care using a physical
infrastructure that is, in many instances, obsolete
and burdened with excess capacity for inpatient
care. The Department of Defense’s (DOD) health
care system will spend about $38 billion in
fiscal year 2006 to provide health care to over 9
million eligible beneficiaries who receive health
care provided directly by DOD or through DOD
purchase of health care from civilian providers.
Because of potential complementary aspects of
the DOD and VA health care delivery systems,
pressure is mounting to integrate aspects of

the two systems to increase the efficiency and
effectiveness of federal health care delivery,
including improvement in the process for veterans
returning from Iraq and Afghanistan who
transition from DOD to VA health care.

Other areas of concern are the efficiency and
effectiveness of the government’s public health
programs, including those administered by the
National Institutes of Health, Food and Drug
Administration, Centers for Disease Control
and Prevention, Health Resources and Services
Administration, Substance Abuse and Mental
Health Services Administration, and Indian
Health Service. These programs include those
that support and conduct research on infectious
and chronic diseases and disabilities or provide
grants to states and nonprofit organizations

for conducting public health activities, such as
mental health and substance abuse prevention
and treatment services; for reducing risk factors
for potentially disabling conditions such as heart
disease, stroke, and diabetes; and for operating
health care safety net facilities. The Food and
Drug Administration also conducts regulatory
oversight of the United States’ drug and medical
device industries.

In recent years, threats to the public health, such
as Hurricane Katrina, severe acute respiratory
syndrome, and the potential for pandemic
influenza, have posed significant challenges for
the government. The threat of terrorists using
biological weapons of mass destruction, such as
anthrax and smallpox, has raised similar concerns
about the nation’s ability to adequately respond
to bioterrorist attacks. Awareness of these public
health threats has heightened concern about
disease surveillance systems (both domestic

and international); the surge capacity of the
health care system (including hospital beds and
equipment, trained personnel, and laboratories);
and coordinated communication systems among
federal, state, and local emergency responders.
Greater attention has been given to federal, state,
and local efforts to develop coordinated plans
for dealing with public health emergencies and
to develop emergency response systems linking
hospitals, emergency rooms, health personnel,
and fire and police efforts to respond to any public
health threat.

Finally, the baby boom generation will
undoubtedly place increasing pressure on the
Medicaid program for which joint federal/state
expenditures are estimated to be $326 billion for
fiscal year 2005. Medicaid helps to pay for nursing
home and other community-based forms of long-
term care services. Yet meeting an increasing
demand for such services at a time when many
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states are recovering from financial difficulty and
the federal government is once again operating

at a deficit will pose significant challenges for
federal and state decision makers, with important

implications for the services offered by each state.

At the other end of the population spectrum are
millions of uninsured children whose families
have no health insurance. Medicaid and the
State Children’s Health Insurance Program
(SCHIP) help cover the health insurance costs
of these low-income Americans. However, as
state revenues continue to recover from the
most recent economic downturn, Medicaid
costs continue to rise, thus prompting states to
find new ways to contain program spending. In
considering reauthorization of SCHIP in 2007, it
will be important to examine state experiences
implementing SCHIP and whether the program
has met the legislation’s original goal to reduce
the number of uninsured children. Accounting for
and overseeing these two programs represents a
formidable challenge for the federal government
because of the variation in state policies,
procedures, and delivery systems. In particular,
Medicaid’s size and complexity make it vulnerable
to fraud, waste, and abuse, making effective
federal oversight critical.

To support efforts by the Congress and the federal
government to address these issues, we will use
the following performance goals:

1.1.1 evaluate Medicare reform, financing, and
operations;

1.1.2 assess trends and issues in private health
insurance coverage,

1.1.3 assess actions and options for improving VA’s
and DOD’s health care services;

1.1.4 evaluate the effectiveness of federal
programs to promote and protect the public
health;

1.1.5 evaluate the effectiveness of federal
programs to prevent, prepare for, and
respond to public health emergencies;

1.1.6 evaluate federal and state program strategies
for financing and overseeing long-term health
care; and

1.1.7 assess state experiences and federal
oversight in providing health insurance
coverage for low-income populations.
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Performance Goal 1.1.1

FEvaluate Medicare Reform, Financing, and Operations

Medicare now finances health care for over 40
million Americans, accounting for almost one-
eighth of all federal expenditures. Even without
considering the financial effects of the new
prescription drug benefit, Medicare is expected to
more than double its share of the nation’s economy
by 2030, crowding out other government spending
and economic activity. Medicare’s Hospital
Insurance Trust Fund essentially began running
a cash deficit in 2004 and is projected to become
insolvent in 2018. The 2003 Medicare legislation
did provide for the phase-in of several reforms to
help restrain program spending growth, including
reforms that seek to encourage price competition
among Medicare health plans and among
suppliers. It also included a reform that provides
an incentive for beneficiaries to make cost-
effective choices among Medicare’s health plans.
These reforms, while steps in the right direction,
will not be sufficient to avert Medicare’s fiscal
crises. Fundamental, structural program reforms

Key Efforts

w= Analyze Medicare’s financial condition and the
potential consequences of program structural
reforms

w= Evaluate the Centers for Medicare & Medicaid
Services’ management of Medicare, including its
implementation of legislative reforms and its service
to providers and beneficiaries

w=» Evaluate Medicare payment methods for health care
providers and plans

w= Assess the effects of Medicare’s payment methods
on access to, and quality of, health care services

w= Evaluate the Centers for Medicare & Medicaid
Services’ safeguards and program controls over
provider and plan payments, beneficiary access, and
quality of health care services

will be necessary to ensure Medicare’s long-term
sustainability.

Any structural changes will take time to fully
implement. Therefore, it is imperative to continue
to concentrate on improving the existing program
and refining Medicare’s payment methods in ways
that reward fiscal discipline while preserving
access to care. Effectively managing the Medicare
program, including safeguarding its integrity,
remains a continuing challenge, in part because
of the program’s size and complexity. Since 1990,
we have designated Medicare as a high-risk
program, vulnerable to waste, fraud, abuse, and
mismanagement. Because Medicare currently
pays out over $336 billion annually and is
responsible for financing health services delivered
by over 1 million providers, it is an especially
attractive target for fraud, waste, and abuse, and
therefore good management is critical.

Potential Outcomes

w= Better congressional understanding of Medicare’s
financial condition and program reform proposals,
including implications for the budget and for health
care

w=» Improvements in the Centers for Medicare &
Medicaid Services’ program management and
implementation of legislated Medicare program
changes

w= Development of more comprehensive, accurate, and
timely data for evaluating program performance and
services to beneficiaries

w=» Medicare payment methods that minimize federal
costs and promote access to quality medical care

w=» Reductions in improper payments to health care
providers and plans and in unnecessary program
expenditures
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Performance Goal 1.1.2

Assess Trends and Issues in Private Health Insurance Coverage

Private health insurance provided coverage

for more than 198 million Americans in 2004;
however, nearly 46 million individuals did not have
health insurance. The federal government has an
increasing role in overseeing employer-sponsored
health benefits and private insurance coverage
both through its traditional roles established by
the Employee Retirement Income Security Act of
1974 and the tax code and through more recent
federal insurance standards, such as the Health
Insurance Portability and Accountability Act of
1996, and tax incentives, such as health insurance
tax credits for displaced workers in the Trade
Adjustment Assistance Reform Act of 2002.

The Congress continues to consider additional
approaches to increase private health insurance
coverage, such as new tax incentives for
individuals who are unemployed or do not have
coverage through their employers or purchasing
arrangements for small employers. Such new
approaches may increase access to health
insurance for some individuals or employers but
need to be carefully assessed for their budget
implications, effects on those already purchasing
coverage, and need for effective regulatory
oversight.

Strong interactions exist between the private
health insurance market and public health
insurance programs, including Medicare and
Medicaid, with financing innovations in the private
or public sector often being adopted by the other
sector. The Federal Employees Health Benefits
Program, which provides health insurance to
more than 8 million federal employees, retirees,

and dependents, has sometimes been considered
a model for other large employers or public
programs, but has also had to address issues

of increasing costs. For example, like many
private employers, the Federal Employees Health
Benefits Program has introduced new so-called
“consumer directed health care plans,” such as
those coupled with health savings accounts. The
impact these new plans will have on cost, access,
and quality of health care is currently unknown.
Recent expansion of the Medicare benefit to
include outpatient prescription drug coverage
affects employers that provide health coverage for
their retirees as they may redesign their benefits
to coordinate with the Medicare coverage or
receive a federal subsidy to maintain primary
drug coverage. In addition, the federal government
began offering long-term care insurance to
employees, retirees, and their families in 2002,
which has contributed to the further development
of the private long-term care insurance market.
Thus far, this market has played a relatively

small part in financing long-term care services
compared to public programs. However, increases
in consumer purchases of long-term care
insurance could help decrease future demands on
Medicaid for such care.

The impact of public and private efforts to contain
costs or improve access in one sector may lead

to unintended consequences for the other. These
complex interrelations between federal policy

and the private health insurance market greatly
affect the affordability, availability, and quality of
insurance coverage that most Americans receive.
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Key Efforts

w= Analyze potential modifications to federal
tax policies and new insurance purchasing
arrangements for their impact on the numbers
of uninsured, costs of health care services, and
implementation challenges for federal and state
agencies

w= Evaluate trends in, and distribution of, health
insurance coverage, including long-term care
insurance and employer sponsorship of private
health insurance for employees and retirees

w= Analyze the coverage and affordability of products
available to consumers in the individual insurance
and small group insurance markets

w= Assess the impact of public and private agencies’
efforts to achieve compliance with federal and state
health insurance standards

Potential Outcomes

w= Better congressional understanding of proposals to
alter tax treatment of health care insurance costs
and to establish new health insurance purchasing
arrangements

w= More complete congressional understanding of
trends in health and long-term care insurance,
including changes in private health insurance
coverage and the evolving health and long-term care
insurance markets

w= Better congressional understanding of the impact
of public and private efforts to achieve compliance
with federal health insurance standards
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Performance Goal 1.1.3

Assess Actions and Options for Improving VA’s and
DOD’s Health Care Services

VA and DOD operate two of the largest health care
systems in the world, together spending about

$68 billion a year for health care. Both systems
face great challenges in an era of growing demand
for health care and increasing fiscal pressures.
For instance, VA operates and maintains a large
portfolio of aged health care assets, primarily
buildings, which were built when greater emphasis
was placed on inpatient care than today. These
buildings are not effectively aligned with VA’'s new
health care delivery model, which emphasizes
outpatient care delivered closer to where veterans
live. VA has opened hundreds of community-
based outpatient clinics to increase the number of
veterans who have reasonable geographic access
to VA-provided outpatient care. As a result of
multiple factors, including VA’'s new health care
delivery model, the influx of new veteran enrollees
because of relaxed eligibility standards, and the
return of veterans from Iraq and Afghanistan, VA
faces difficult realignment decisions involving
resource allocation, capital investments,
consolidations, closures, and contracting with
local health care providers. These may have
significant ramifications for stakeholders, such

as medical schools and unions, and for the use

Key Efforts

w=» Evaluate proposals to restructure or consolidate
VA’s health care system, including proposals on
capital asset realignment and resource sharing

w= Assess implications of changes to VA and DOD
health benefits and health care delivery systems

w=» Examine VA and DOD efforts to provide care and
seamless transition for veterans returning from Iraq
and Afghanistan

w= Assess vulnerability of VA’'s system to fraud, waste,
and abuse

w=» Fxamine access to and quality and cost of care
provided to VA and DOD beneficiaries

w=» Review implementation of VA resource allocation
and revenue collection systems and budget
formulation and execution practices

w= Examine DOD’s efforts to contain and share costs
of expanded benefits for active duty, reserve, and
retired beneficiaries

of VA’s existing resources, primarily because
realignments involve shifting the workload among
delivery locations.

Similarly, DOD faces pressures to adapt its
health care structure because of changing
military threats; a decreased force size;
expanded benefits; and an evolving health care
marketplace, characterized by rising costs and
increasing beneficiary concerns about access.
Beneficiaries include active duty, reserve, and
retired servicemembers and their dependents.

In response to long-standing issues faced by
DOD’s health care system, DOD established its
nationwide managed care program, TRICARE,
in the mid-1990s. However, beneficiary concerns
have continued under TRICARE, as have concerns
about the efficiency of the program. Further,
concerns have been raised about rising program
costs, and beneficiaries continue to complain
about poor access to care. These concerns have
led DOD to propose increases to some TRICARE
fees, co-payments, and deductibles to promote
cost sharing and focused attention on the need
for DOD to identify cost reduction measures and
alternative approaches for delivering health care.

Potential Outcomes

w= More effective and efficient organizational
structures and service delivery for both VA and DOD

w= Improved understanding of how potential changes
affect costs, utilization of services, and retention

== Reductions in unnecessary health care expenditures

w= Better understanding of factors that explain VA
and DOD variations in access to, quality of, and
timeliness of care and patient safety

w= Improved VA budgeting and resource allocation
systems that more adequately reflect workload and
costs and promote efficiency and optimization

w= Better understanding of DOD’s costs and how they
are affected by beneficiary fees and co-payments
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Performance Goal 1.1.4

Fvaluate the Effectiveness of Federal Programs to Promote and Protect
the Public Health

To promote and protect the health of the nation,
public health agencies pursue a broad range

of activities that tangibly affect the well-being

of every American. These include conducting
public health surveillance on new and emerging
infectious diseases, nationally and internationally;
sponsoring and conducting biomedical research;
evaluating the effectiveness and safety of
pharmaceuticals and medical devices; leading
efforts to address infectious and chronic diseases;
increasing the availability of health services and
health care providers for medically underserved
populations; and funding treatment services

for people with mental health conditions. Over

90 percent of the National Institutes of Health’s
annual budget of almost $29 billion funds
biomedical research, contributing to a dramatic
increase in the number of new medical treatments.
New technologies and therapies will further test
the ability of the Food and Drug Administration

Key Efforts

w=» Evaluate impediments and barriers to the
development of new prescription drugs and vaccines

w= Assess the regulatory structure for ensuring the
safety and efficacy of medical devices, drugs, and
other medical products and therapies

w= Evaluate programs targeted at improving the health
status of the population

w= Evaluate the effectiveness of programs to provide
prevention, treatment, and other services related to
mental health conditions, including substance abuse

to ensure the safety and efficacy of new medical
products while not unduly delaying the availability
of new products to consumers. Federally funded
health centers increase access to preventive and
primary health care for medically underserved
Americans, including many who are poor or

lack health insurance. These safety net and

other public health organizations can help
improve health outcomes, particularly for people
with chronic conditions, such as diabetes and
hypertension, and are making efforts to eliminate
racial and ethnic disparities in health. In recent
years, there has been increased recognition that
many families are affected by mental illnesses
and that there are greater opportunities to treat
people with these conditions and help them lead
productive lives in their communities. There

is also growing attention to the important role
that health information technology can play in
improving the delivery of health care services.

Potential Outcomes

w=» Improved medical therapies and preventive
measures, including vaccines

w= More effective and efficient determination of the
safety and efficacy of medical products by the Food
and Drug Administration

w= Greater access to preventive and primary health
care services, including for medically underserved
populations, resulting in improved health status

w= More effective programs for prevention and
treatment of mental health conditions, including
substance abuse, allowing people with these
conditions to function better in their work and
relationships
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Performance Goal 1.1.5

FEvaluate the Effectiveness of Federal Programs to Prevent, Prepare for,
and Respond to Public Health Emergencies

The changing nature of public health threats—
including emerging infectious diseases like
severe acute respiratory syndrome and a
potential pandemic influenza—requires effective
surveillance and prompt action by the Centers

for Disease Control and Prevention and other
public health agencies at international, federal,
state, and local levels. The use of anthrax as a
weapon of terrorism in 2001 heightened concern
over the public health threats posed by biological
terrorism and raised worries that the nation is not
adequately prepared to respond to bioterrorist
attacks. Similarly, disasters such as the attack on
the World Trade Center and Hurricane Katrina
have highlighted the need to effectively plan for
events that can disable a regional health care
system or cause widespread acute or chronic
physical and mental health problems. To improve
the nation’s preparedness, federal agencies engage
in a number of activities aimed at improving
planning, detection, treatment, and response, and
the Congress has substantially increased funding
for these programs. These activities include public
health surveillance systems to identify disease
outbreaks, development of technologies to more
rapidly detect and diagnose infectious agents,

Key Efforts

w= Fvaluate the ability of federal public health agencies
to detect and counter emerging threats to the
nation’s health

w= Fvaluate the effectiveness of federal programs
in ensuring the preparedness of state and local
governments for the public health and medical
consequences of a public health emergency

w= Fvaluate identified needs and associated cost
projections for federally funded efforts at state and
local government levels to improve public health
surveillance, training, communication systems, and
laboratories for public health preparedness

w=» Evaluate the development and acquisition of
vaccines and other treatments for biodefense

improved communication systems to facilitate
sharing information on disease outbreaks,

and plans for increasing the surge capacity of
the health care system and ensuring that the
emergency and trauma care systems can address
national needs.

Federal funding, primarily through the National
Institutes of Health, has recently been increased
for the development of vaccines, antibiotics, and
antivirals to treat emerging pandemic diseases
and diseases that could result from bioterrorism.
The Department of Health and Human Services is
also expanding the Strategic National Stockpile
of essential drugs and equipment that could

be deployed to the scene of an outbreak. The
Department of Health and Human Services also
has recently released its comprehensive plan for
a medical response to an influenza pandemic.
Several federal agencies provide funding to state
and local governments for response planning,
offer training for emergency response, fund
equipment purchases, and maintain response
teams that can be deployed in the event of an
attack. However, concerns remain that funding
may not be directed to the areas of greatest need.

Potential Outcomes

== Improved federal agency efforts to counter emerging
public health threats

== More effective programs to assist state and local
government preparedness efforts

== More effective and efficient allocation of resources
for addressing state and local government needs

== Improved access to essential vaccines and other
treatments
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Performance Goal 1.1.6

Fvaluate Federal and State Program Strategies for Financing and
Overseeing Long-term Health Care

The aging of the baby boomers, combined with
medical advances that are contributing to longer
life expectancies, will lead to a tremendous
increase in the elderly population over the next
three decades. In particular, there will be a
substantial increase in the number of individuals
85 and older, many of whom will require long-
term care services. Financing these services—
within the context of evolving service needs

and alternative settings for receiving long-term
care services—will be a challenge for the baby
boomers, their families, and federal and state
governments.

Medicaid contributes the most for long-term
care, covering at least some of the costs for two-
thirds of nursing home residents, followed by
private expenditures. Many individuals become
impoverished, and thus eligible for Medicaid, by
“spending down” their assets. Taken together,

Key Efforts

w= Examine nursing homes’ compliance with federal
and state quality standards, including the adequacy
of federal and state oversight and resources

w=» Review federal requirements and standards and
their use to ensure quality care in community-

based, long-term care settings, such as home health

arrangements, assisted living facilities, and adult
day care

w= Analyze public and private payment sources and
strategies that finance the continuum of long-term
care, including integrated programs for elderly or
disabled beneficiaries who are dually eligible for
Medicare and Medicaid

Medicaid, Medicare, and other public programs
contributed about 70 percent of the $193 billion
spent on nursing home and home health care in
2004. Private insurance (including long-term care
insurance as well as services paid by traditional
health insurance) accounted for about 10 percent,
with the remainder paid by the elderly, the
disabled, or their families.

The long-term care expenditures for the elderly
are disproportionately used to purchase nursing
home care. There is growing emphasis, however,
on delivering services in the community rather
than in nursing homes and other institutional
settings—not only to the younger disabled but
also to elderly individuals. The highly vulnerable
nature of the long-term care population
underscores the importance of oversight to ensure
that providers comply with federal and state
quality standards.

Potential Outcomes

w= Improved quality of care in nursing homes

w= Improved public and private awareness of
alternatives to traditional long-term care settings
and the federal role in ensuring quality care
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Performance Goal 1.1.7

Assess State Experiences and Federal Oversight in Providing Health
Insurance Coverage for Low-Income Populations

Two jointly funded federal-state programs

that provide health insurance to low-income
Americans are vulnerable to the cyclical nature of
the economy and to the problems of exploitation
endemic to large government programs. Medicaid
is a means-tested entitlement program that
provides health care coverage to over 50 million
low-income individuals. SCHIP, which was created
in 1997, provides health insurance to uninsured
children whose families’ incomes are too high to
qualify for Medicaid. As SCHIP is scheduled for
reauthorization in 2007, congressional leaders will
not only consider state experiences implementing
SCHIP but also whether the program has met the
legislation’s original goal to reduce the number of
uninsured children.

In the economic downturn from 2000 to 2002,
states were faced with declining revenues

and, with respect to their Medicaid programs,
increased enrollment of nearly 9 percent per
year from 2000 to 2003. In response to this fiscal
crisis, states curtailed enrollment, reduced
benefits, and increased beneficiary cost-sharing
requirements in an effort to contain costs. While
many states have recovered from this downturn
and Medicaid spending has slowed, program costs
continue to outpace growth in states’ revenues.
As states and the federal government look for
ways to realize Medicaid savings, the recently
enacted Deficit Reduction Act of 2005 provides
new state flexibility to increase beneficiary
cost-sharing requirements and reduce Medicaid
benefit packages. With this flexibility, the act is
expected to reduce federal Medicaid spending by
$4.8 billion from 2006 to 2010 and by $26.1 billion
from 2006 to 2015; however, this reduced spending
may adversely affect access to care for these
vulnerable populations.

Federal oversight continues to be essential to
ensuring the programs’ financial and operational
integrity. The challenges inherent in overseeing a
program of Medicaid’s size, growth, and diversity,
combined with the open-ended nature of the
program’s federal funding, puts the program at
high risk for waste and exploitation. We added
Medicaid to our 2003 list of high-risk programs
and have focused our work on strengthening

the program’s operations. Our work shows,

for example, that the federal government has
been vulnerable to questionable state Medicaid
financing practices, through which some states
have generated excessive federal payments
without paying their fair share or without
assurances that the payments are for covered
Medicaid services. The Deficit Reduction Act’s
establishment of a Medicaid Integrity Program as
well as other provisions designed to increase the
Centers for Medicare & Medicaid Services’ level
of effort to support state activities to address
fraud, waste, and abuse in Medicaid are further
recognition of the need to address systemic
financial weaknesses.

In addition, vigilance must be maintained
regarding the appropriateness of allowing states
to enhance their flexibility in identifying eligible
populations and increasing cost sharing for
beneficiaries eligible for Medicaid and SCHIP. Our
work further shows that some of the federally
approved waivers are inconsistent with statutory
authority or long-standing administration policy.
Federal oversight must balance support of state
flexibility in designing and implementing states’
programs—which can vary greatly in terms of
eligibility rules, benefits offered, and delivery
systems—with the need to ensure the appropriate
use of federal funds to meet the statutory and
regulatory requirements of both programs.
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Key Efforts

w= Assess Medicaid and SCHIP coverage for vulnerable
populations, including chronically ill, elderly, and
disabled populations

w= Evaluate Medicaid and SCHIP access to and use of
services under different service-delivery systems,
payment methodologies, and cost-sharing practices

w= Evaluate federal oversight of states’ implementation
of Medicaid and SCHIP, including ensuring fiscal
integrity and the appropriate use of authority to
waive certain statutory provisions

Potential Outcomes

w= Greater access to services for eligible beneficiaries

w= More efficient and effective delivery of services

w= Improved accountability and oversight of federal-
state health financing programs serving low-income
populations
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Strategic Objective 1.2

Lifelong Learning to Enhance U.S. Competitiveness

Ensuring that people of all ages have the
opportunity to continue to learn throughout their
lifetimes has long been regarded as critical to

the continued vitality of this democratic society
and to its long-term ability to compete in a global
marketplace. To this end, the federal government
invests more than $89 billion per year in programs
that foster the development, education, and

skill attainment of children and adults of all

ages. These programs include those targeted

to the very young, such as child care and early
childhood education; those serving primary and
secondary school children; and higher education
and employment assistance programs that serve
working-age adults. The federal government’s
involvement in programs and policies that
promote lifelong learning is becoming increasingly
important in light of recent trends in workforce
demographics and changes in the global economy.
For example, immigrants, both legal and illegal,
are having a profound effect on U.S. schools,
businesses, and social service programs. Our
nation’s ability to provide this population of
children and adults with the English language and
academic skills they need to live as U.S. citizens
above the poverty line will contribute greatly

to our nation’s economic success. Moreover, as
the demographics of the workforce change and
globalization increases, it will become even more
important for Americans to have the flexibility
and skills to adapt to the changing economic
environment. As a result, it will be critical

that the Congress and the federal government
have reliable information on how efficiently

and effectively federal funds are being used to
provide or augment educational and lifelong
learning opportunities, particularly among those
most in need of help; how well federal programs
are achieving their objectives and meeting the
needs of the 21st century workforce; and how the
management and oversight of these programs can
be improved.

The federal government has long had a central
role not only in funding child care, education, and
employment services, but also in shaping national
education policy and ensuring that those most
in need of help have access to educational and
employment opportunities. Federal investment

in child care has been growing,
in part to support low-income mothers
who have entered the workforce after
welfare reform. In fiscal year 2005, the
federal government invested over $13 billion

in early childhood education and care programs
for young children. In addition, Americans have
placed a high priority on educating their school-
age children and preparing them to become self-
sufficient adults and productive workers. The
federal investment in elementary and secondary
education has increased from over $20 billion in
fiscal year 2000 to about $37 billion in fiscal year
2005. Beyond providing for basic educational
needs, a competitive national economy depends,
in part, on effectively preparing workers to
compete in the labor force. In fiscal year 2005, the
Department of Education invested over $33 billion
in vocational education, adult education, and
student financial aid.

Over the past half century, American
demographics and the economy have undergone
significant changes, increasing the demand for
early childhood education and care as well as a
more highly educated and skilled workforce. As
labor force participation has increased among
women, including mothers of young children, the
availability of early childhood education and care
has become increasingly important. At the same
time, the aging of the American population will
put additional demands on the productivity of the
working-age population, increasing the demand
for a more educated workforce. Researchers
warn that unlike in the past when economic
growth was fueled in part by increases in the

size and skill of America’s workforce, over the
next two decades the potential for shortages

of skilled workers could present mounting
challenges for productivity and economic growth.
Since 1940, the share of the nonfarm labor force
composed of managers and professionals has
increased by more than 50 percent while the
share made up of manual production employees,
laborers, and craftspeople has fallen by nearly
half. (See fig. 7.) A focus on developing and
maintaining a flexible, highly skilled workforce
will be critical to ensuring our nation’s economic
competitiveness.
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Figure 7: Percentage of Nonfarm Labor Force
by Occupation
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To meet these challenges, discussions of
upcoming legislation affecting key education and
employment programs emphasize the increased
importance of targeting federal resources
strategically to achieve desired outcomes

and managing these programs efficiently and
effectively. For example, as the Congress
considers reauthorizing the Head Start program,
discussions have centered on provisions to
increase coordination between Head Start and
other early childhood programs and to increase
teacher qualifications, among others. The No
Child Left Behind Act of 2001, which is due to
be reauthorized in 2007, has focused national
attention on increasing accountability for states
and school districts to improve achievement

for all students while continuing the traditional

focus of federal elementary and secondary school
programs that provide opportunities for children
from disadvantaged families. Helping states to
meet these requirements requires a larger role

for the Department of Education in providing
leadership and oversight. The Higher Education
Act, the Adult Education and Family Literacy Act,
and the Carl D. Perkins Vocational and Technical
Education Act are all due to be reauthorized in
the near future. The Congress will be debating
several key issues, including the role of federal
grant and loan programs in increasing access to
higher education, institutional accountability for
educational costs and quality, how best to provide
for a skilled workforce, and the Department of
Education’s management of the federal investment
in postsecondary education. Finally, the Congress
has also begun work in reauthorizing the
Workforce Investment Act of 1998. Some of the
issues likely to be addressed include indicators

of program performance and funding flexibility.
As these examples illustrate, the Congress and
the federal government continue to be challenged
as they refine the country’s education and
employment programs to meet the needs of the
21st century economy.

To support efforts by the Congress and the federal
government to address these issues, we will use
the following performance goals:

1.2.1 identify opportunities to improve programs
that target federal resources to activities that
support lifelong learning;

1.2.2 assess the effectiveness of education and
training programs in meeting the needs of the
21st century workforce; and

1.2.3 support improved oversight and management
of education and training programs
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Performance Goal 1.2.1

Identify Opportunities to Improve Programs That Target Federal
Resources to Activities That Support Lifelong Learning

The federal government invests more than

$89 billion per year in education and employment
programs for children and adults to help them to
become self-sufficient and productive workers.

To ensure the efficient and effective use of these
funds, many programs target federal resources to
disadvantaged or at-risk populations, including
those from poor families, with disabilities, or with
limited English proficiency.

In recent years, increasing emphasis has been
placed on preparing children to learn starting in
early childhood. To that end, federal resources
devoted $13 billion to child care and early
childhood education in fiscal year 2005. The
largest early childhood education program, Head
Start, had funding of over $6.8 billion in fiscal
year 2005 and is targeted to low-income children.
The federal government also funds at least eight
other programs that serve young children and
provides tax incentives for child care. In an era
of scarce resources, there is interest in ensuring
that these funds are used effectively to have the
greatest impact. In ensuring that federal resources
are appropriately targeted, there continues to

be concern about the cost, coordination, and
availability of child care and early childhood
education.

Americans have placed a high priority on
educating children and ensuring that all children
have access to an education that will prepare
them to be productive citizens. Although most
funding for elementary and secondary education
comes from state and local resources, in fiscal
year 2005 the federal government invested

$38 billion in elementary and secondary education
programs. Most major sources of federal funding
for elementary and secondary education are
targeted to disadvantaged or at-risk populations,
including Title I of the Elementary and Secondary
Education Act (Title I), which is targeted to low-
income school districts and schools; special
education programs authorized by the Individuals

with Disabilities Education Act; and the Carl D.
Perkins Vocational and Technical Education Act
of 1998. In addition, the No Child Left Behind
Act of 2001 modified Title I allocation formulas
to increase targeting to high-poverty school
districts. As states move forward in improving
their kindergarten through 12th grade (K-12)
education programs, it is important that the
federal government ensure that federal funds are
appropriately targeted to reach designated student
groups.

To enhance U.S. competitiveness, the federal
government has an interest in promoting

access to postsecondary education and lifelong
learning. The federal government’s investment in
postsecondary education is significant, but several
factors confound the nation’s efforts to support
postsecondary goals. Students and their families
face escalating educational costs, postsecondary
enrollments are projected to increase in the next
decade, and fiscal and budgetary pressures will
constrain the federal and state governments’
ability to support higher education. In light

of these challenges, it is critical that federal
resources be used effectively to expand access
to higher education. To that end, the federal
government uses several tools to ensure access
to postsecondary education and lifelong learning,
including Pell Grants, student loans, tax benefits,
state and local grant programs, funding to
improve the quality of institutions that serve
high proportions of minority and disadvantaged
students, and funding to provide services to help
disadvantaged students to enter and complete
college. In addition to supporting a traditional
college education, the Department of Education
and other agencies also administer programs for
vocational education, occupational training, and
adult basic education that may aid at-risk youth
and other vulnerable populations’ transition to the
workplace.
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Key Efforts

w= Evaluate the cost, coordination, and availability of
child care and early childhood education

w= Assess whether federal resources provided under
the No Child Left Behind Act are appropriately
targeted to designated beneficiaries in K-12
education programs

w= Assess the efficiency and effectiveness of programs
designed to promote access to and affordability of
postsecondary education

Potential Outcomes

w= More effective use of federal funds aimed at
improving the coordination and availability of child
care and early childhood education

w= Better targeting of federal resources to K-12
education programs serving different types of at-
risk students

w= Increased participation of disadvantaged students in
postsecondary education through more effective use
of federal resources
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Performance Goal 1.2.2

Assess the Effectiveness of Education and Training Programs in Meeting
the Needs of the 21st Century Workforce

In recent years, the federal government has placed
increased emphasis on assessing the effectiveness
of federally funded programs and ensuring that
they achieve their intended outcomes. While educa-
tion, starting in early childhood and continuing into
adulthood, clearly results in a more enlightened
citizenry and strengthens the nation’s democracy, it
also demonstrably improves the nation’s workforce
and the quality of life for the nation’s workers. Yet,
poor academic achievement, poverty, and immi-
gration challenge the nation’s ability to prepare its
citizens for living and working in the United States
in the 21st century.

There is interest in measuring student outcomes
and monitoring progress in educational programs
at all levels. In the area of early childhood educa-
tion and child care, federal initiatives emphasize
the importance of helping all children develop
school readiness skills, including early reading
skills. Interest in assessing performance and out-
comes in this area contributed to our work on test-
ing in the Head Start program, teacher qualifica-
tions, and program data and monitoring. In the area
of K-12 education, there continues to be interest in
how schools are implementing the No Child Left
Behind Act of 2001 and measurement of outcomes.
Asrequired by the act, the states have implemented
standards-based assessments in reading and math-
ematics to monitor performance outcomes and are
working toward the goal of all pupils reaching a
proficient or higher level of achievement by the 2013
to 2014 school year. In the area of adult and voca-
tional education and employment programs, such
as the Food Stamp Employment and Training pro-
gram and Trade Adjustment Assistance, a key issue

Key Efforts

== Determine whether early childhood, education,
and employment programs are improving student
performance and employment outcomes

w= Assess the impact of efforts to close achievement
gaps among disadvantaged populations in K-12 and
postsecondary education programs

w= Evaluate federal efforts to address employers’
changing needs for workers

is the extent to which these programs are held ac-
countable for achieving desired results.

In addition to improving performance and out-
comes for all students, federal initiatives have also
included efforts to close achievement gaps among
disadvantaged populations. Students from ethnic
and racial subgroups, from poor families, with dis-
abilities, or with limited English proficiency gener-
ally have not performed as well as other groups of
children on tests. The No Child Left Behind Act of
2001 instituted new requirements to facilitate elimi-
nating achievement gaps, and policymakers are
exploring ways to improve teaching and enhance
educational options in K-12 education. To facilitate
eliminating these achievement gaps in postsecond-
ary education, the federal government provides
funding for services to help disadvantaged students
not only enter college, but also complete college.

Efforts to assess effectiveness of workforce devel-
opment programs have been increasingly focused
on the extent to which these programs meet the
needs of employers in the face of increasing com-
petition in the global marketplace. The Workforce
Investment Act of 1998 sought to create a coherent
nationwide service delivery system and shifted the
emphasis for federally funded workforce develop-
ment services to providing a full range of programs
and services, including postemployment training
and assistance. However, there remain long-term
challenges to developing the sophisticated skills
that employers require and a slowing rate of growth
in the number of workers entering the workforce
and attaining college degrees.

Potential Outcomes

w= Greater assurance that the federal investment in
early childhood, education, and employment pro-
grams is improving student performance and ad-
dressing current and future skill needs

w= Better congressional understanding of whether fed-
eral efforts to close achievement gaps among disad-
vantaged populations are achieving positive results

w= Enhanced ability of federal education and employ-
ment programs to meet employers’ needs while en-
hancing the job opportunities, wage potential, and
job retention for America’s workers
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Performance Goal 1.2.3

Support Improved Oversight and Management of Education and
Training Programs

Ensuring adequate oversight and management

of education and employment programs is one

of the federal government’s highest priorities. As
pressure increases to control federal spending

in all areas of government, it is important that
reliable accountability systems are in place.

Our work has focused on evaluating and
ensuring the Congress’s ability to carry out its
responsibilities to oversee federal agencies. For
example, we concluded that the Department of
Health and Human Services needed to improve
monitoring of state grantees that receive funds
from the Community Services Block Grant, which
provides funding to local agencies that help
disadvantaged families. We also evaluated how
the Department of Labor and states implemented
some key provisions of the Jobs for Veterans

Act, which is intended to improve employment
and training services for unemployed veterans
and to encourage employers to hire them. We
evaluated actions to improve performance

and accountability, data quality, and factors
affecting program oversight and accountability
for a number of programs, including Workforce
Investment Act employment programs and Trade
Adjustment Assistance programs. In addition, we
provided information to the Congress on possible
changes to its management of the Federal Family
Education Loan Program and the Federal Direct
Loan Program that could reduce federal costs
while helping borrowers manage their student
loan debt.

Because education and employment programs
rely on a large network of state, local, and
private entities to provide services, there are
substantial challenges to ensuring accountability.
One of these challenges is ensuring that

states provide accurate and complete data to
federal agencies. Federal programs carried

out in partnership with states and localities
continually balance the competing objectives

of collecting uniform performance data with
giving program implementers the flexibility they

need. For example, as a condition of receiving
federal funding for elementary and secondary
education programs, states each year provide
vast amounts of data to the Department of
Education. To improve the information by which
it evaluates such programs and to ease states’
reporting burden, the Department of Education
initiated an ambitious, multiyear plan in 2002

to consolidate elementary and secondary data
collections into a single, departmentwide system
focused on performance. Given the importance
of this initiative, we conducted work to provide
the Congress with information on its progress.
Our work also has focused on the quality of
performance data for the key employment and
training program—the Workforce Investment
Act—and for Trade Adjustment Assistance.

Opportunities also exist to more effectively use
limited resources and improve services and
outcomes through coordination between and
within programs. It is important to know the
extent to which federally funded programs target
the right people and the right areas and make

the best use of available resources. For example,
we found that the Department of Education, in
its oversight of the Troops-to-Teachers program,
has taken some steps to improve program
management, but has not effectively coordinated
resources with another teacher recruitment
program also targeting military personnel.

In addition, our recent work found limited
coordination among over 200 federally funded
programs designed to increase the numbers of
students and employees in the science, technology,
engineering, and mathematics fields. Since the
report was issued, the Congress established an
Academic Competitiveness Council to identify,
evaluate, coordinate, and improve federal science,
technology, engineering, and mathematics
programs. We are also evaluating opportunities
for more effective coordination among Head
Start and other federally funded early childhood
education programs.

34 GAO Strategic Plan 2007-2012

GAO-07-1SP



Key Efforts

w= Evaluate federal oversight and management of
education and employment programs, including
accountability systems and opportunities
for restructuring programs to enhance cost-
effectiveness

w= Evaluate oversight of and support for state, local,
and private sector program service providers and
efforts to coordinate service delivery of education
and employment programs

Potential Outcomes

w= Administrative and potential legislative actions to
improve education and employment programs and
more efficiently target federal resources

== Enhanced oversight, support, and coordination
of federal, state, and local entities responsible for
education and employment programs
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Source: See Image Sources.

Strategic Objective 1.3

[T
i

ﬁﬁm The shift to a more global economy,
T technological advances, changing

, workforce demographics, and the growing

federal deficit are challenging customary

federal approaches to providing benefits to the
needy—low-income workers, the indigent, at-
risk children, and people with disabilities—and
protecting workers and their families. While
globalization will likely fuel economic growth,
it is also likely to create a more fluid job market
where workers move from job to job throughout
their working lives. Some of this movement will
be voluntary; but some workers and their families
may find the transition more challenging and will
require income support, nutrition assistance,
and other social services at some point in their
lives. In order to reach these beneficiaries and
improve services, federal assistance programs
must adapt to these market changes, and they
must do so within very tight budget constraints.
While enrollment and costs for the largest federal
disability programs are growing and are poised
to grow even more rapidly in the future, we have
found that many of these programs are poorly
positioned to provide meaningful and timely
support for people with disabilities. Many of
the same forces creating challenges for these
programs will create new challenges for worker
protection programs as well. Federal efforts to
protect workers must account for changes in the
nature of work: membership in organized labor
has declined, traditional work arrangements are
giving way to alternatives such as temporary
employment and teleworking, and lifelong service
with a single employer is becoming much less
common. Finally, identity theft has emerged as a
growing concern for many. The Social Security
number has long been used primarily as a means
to record workers’ contributions and benefits.
Now, the Social Security number is a universal
identifier used by public agencies at all levels of
government and the private sector. Efforts to
address the terrorism threat have underscored
both the weaknesses and strengths of current
efforts to protect individuals’ identities.

As the labor market tightens over the next two
decades, tapping into new sources of workers

Benefits and Protections for Workers, Families, and

Children

will be important. The nation will need to look
outside the traditional workforce to find ways

to bring people who have long remained on

the sidelines into the job market. Specifically,

a modern labor force should include at-risk
populations, people with disabilities, and people
with weak attachments to the labor force. Federal
policies for providing income supports for the
low-income population have increasingly focused
on promoting work in exchange for government
assistance. For example, the federal government
invested about $260 billion in fiscal year 2003

to help those who have been laid off from their
jobs and assist them in becoming reemployed,
assist and rehabilitate workers with injuries or
disabilities, and encourage people on welfare

to work. (See fig. 8.) As the nation reconsiders
key aspects of its immigration policies, it will

be important to balance future workforce needs
against other national and homeland security
needs and adequate protections for the current
workforce.

Figure 8: Fiscal Year 2003 Expenditures on
Selected Benefits Programs

Dollars in billions

Food and

Benefits for

low-income nutrition
workers, families,| Programs
and children $39.3

$46.0

Unemployment
insurance benefits

$54.1

Disability
programs—benefits
$120.0

Sources: GAO (analysis) and the Office of Management and Budget (data).

Also, work alone cannot meet some social needs.
Federal programs to feed people and educate
them on the benefits of a nutritious diet have
long focused on helping low-income individuals,
families, and children avoid hunger and make
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healthy food choices. New nutrition concerns are
being raised as the nation seeks to protect itself
against the health hazards brought on by obesity.
In schools across the country, concerns have been
raised about the nutritional content of the meals
served and the ready availability of nonnutritious
foods. Likewise, a key federal nutrition program
is updating its recommended foods to respond to
the changing nutritional needs of its participants.
There are also a number of federal programs
targeted to at-risk children to help ensure that
they get a healthy start. Each year, an estimated
900,000 children are the victims of abuse and
neglect by their parents, relatives, or other
caregivers. Tragically, approximately 1,300
children die each year from abuse and neglect.
The federal government supports states’ efforts
to care for these children and invests almost

$8 billion annually to provide care for children
who need placement outside their homes, services
to help keep families together or to reunite them,
and training and research activities to improve
child welfare services nationwide.

Many of the nation’s benefits programs are
vulnerable to fraud, waste, and abuse. The
Department of Labor estimates a 10.6 percent
error rate, including $3.4 billion in overpayments,
in unemployment insurance benefits paid in 2004.
Likewise, the Department of Agriculture reports
that there were about $1.4 billion in payment
errors in the Food Stamp Program in 2004. While
the federal government and the states are taking
steps to reduce these errors, more needs to be
done. The mounting federal deficit will make it
difficult to maintain funding for these benefit
programs, and program officials will have to
ensure that benefits are paid correctly and reach
those with the greatest need.

The federal government also plays a vital

role in assisting people with disabilities by
providing employment-related services, medical
care, and income support. Public concern and
congressional action have produced a broad
array of federal programs designed to help people
with disabilities, but many of these programs
have not evolved in line with economic, medical,
technological, and social changes. These
changes have increased the opportunities for
individuals with disabilities to live with greater
independence and more fully participate in the
workforce; however, the rate of return to work
for individuals with disabilities receiving cash

and medical benefits is very low. Furthermore,
program enrollment and costs for the largest
federal disability programs have been growing and
are poised to grow even more rapidly in the future,
further contributing to the federal government’s
large and growing long-term structural deficit.

Federal employment and worker protection
programs must deal with new challenges as
technology, changes in the organization of

work, and increasing global interdependence

are redefining the labor market for workers and
employers. These changes raise concerns about
the adequacy of efforts to ensure that workers
have safe, healthy, and productive workplaces.
Regulations and activities designed to ensure
workplace safety and health must be revised to
accurately reflect the technological changes of the
recent past. The Congress and the administration
face challenges as they redefine the role of public
policies to help employers and workers enhance
productivity and increase earnings while also
protecting workers’ rights.

Identity theft is a growing concern for many
Americans. Efforts to address the terrorism
threat have underscored both the weaknesses and
strengths of current efforts to protect individuals’
identities. In particular, the Social Security
number, once an internal marker for the agency
to record contributions and pay benefits, is now
virtually a universal identifier, used by public
agencies at all levels of government and private
business entities of all sizes and from many
different economic sectors. The Social Security
number’s wide use, besides raising many serious
privacy issues, has also put citizens throughout
the nation at risk of identity theft, fraud, and
other types of illegal activity. How to use the
Social Security number in a way that ensures
effective agency operations, prevents its illegal
use, and protects the privacy of U.S. citizens is a
formidable challenge facing the Social Security
Administration.

To support efforts by the Congress and the federal
government to address these issues, we will use
the following performance goals:

1.3.1 identify opportunities to improve programs
that provide social services, economic, and
nutrition assistance to individuals, families,
and children,;
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1.3.2 identify ways to improve federal policies and
support for people with disabilities; and

1.3.3 assess the effectiveness of strategies and
safeguards to protect workers, as well as
individuals’ identities, in an increasingly
complex work and economic environment.
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Performance Goal 1.3.1

Identify Opportunities to Improve Programs That Provide Social
Services, Economic, and Nutrition Assistance to Individuals, Families,
and Children

As an increasingly volatile job market creates
and eliminates jobs, programs that provide
income support, nutrition assistance, and other
social services to low-income people and the
unemployed will have to adapt to changes

in global markets under tight federal budget
constraints. Many federal, state, and local
assistance programs are designed to ease the
transition into and between jobs, but more
information is needed on whether the assistance
is targeted to the people with greatest needs

or whether the programs are achieving their
intended objectives. Moreover, while globalization
will likely fuel economic growth, it is also likely
to create a more fluid job market where workers
move from job to job throughout their working
lives. While some of this movement will be
voluntary, some workers may face new challenges
participating in a more global marketplace. In
fiscal year 2004, unemployment insurance—the
nation’s support program for newly unemployed
workers—covered about 129 million workers

and paid about $41 billion in benefits to 9 million
workers; yet there is little national information

to fully assess the program’s efforts to foster
reemployment. States and the federal government
spent about $26 billion on the nation’s main
welfare program—the Temporary Assistance for
Needy Families program—in fiscal year 2004.
However, policymakers lack the information they
need to assess states’ progress in meeting federal
welfare reform goals and ensure that federal funds
are used to assist needy families cost effectively.
The recently reauthorized Temporary Assistance
for Needy Families program will focus increased
attention on states’ efforts to involve more welfare
recipients in work-related activities.

About 27 percent of all children live in one-
parent households and, in fiscal year 2003, there
were about 16 million child support cases. As

the workforce becomes increasingly mobile and
workers move from job to job, there are concerns
about the Child Support Enforcement and Family
Support program’s ability to increase collections.
In addition, the effectiveness of current

enforcement tools and how new databases are
used—particularly in light of privacy concerns—
have drawn policymakers’ attention.

While these income support payments are a
crucial bridge for many, the federal government
also reaches one in five Americans through its
nutrition assistance programs. These programs
spend more than $50 billion a year to provide
food, cash, or services to help decrease hunger
and improve nutrition among low-income families,
children, and individuals. These programs now
face the additional challenge of confronting the
rising number of adults and children who are
overweight or obese. Yet little is known about the
effectiveness of nutrition education programs,
and in schools, concerns have been raised about
the nutritional content of the meals served and
the ready availability of nonnutritious foods.
Also, programs are modernizing in response to
the need for more cost-effective service delivery.
The program for at-risk low-income pregnant
women, infants, and young children is piloting

a new electronic benefit system while facing

the dual challenges of updating its package

of recommended foods and meeting new cost
containment policies.

The mounting federal deficit combined with a
steadily increasing demand for benefits from

these economic support and nutrition programs
highlight the need to ensure that benefits are paid
correctly and reach those in most need. Some
progress is being made to address these programs’
vulnerability to fraud and abuse. For example, the
Food Stamp Program has succeeded in decreasing
payment errors and benefit trafficking—the
exchange of food stamps for cash or certain
nonfood items—and the Department of Labor is
taking some steps to improve the unemployment
program’s integrity. Nevertheless, recent estimates
show that $1.4 billion in Food Stamp benefit
payments were trafficked or made in error, and
the unemployment insurance program overpaid its
beneficiaries about $3.4 billion in 2004.
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Key Efforts

== Determine whether social services, economic, and
nutrition assistance programs are achieving their
goals and whether federal resources are targeted to
the meet the needs of the people they are designed
to serve

w= Assess federal and state oversight and management
of social services, economic, and nutrition
assistance programs to ensure program integrity

w= Analyze and highlight key issues associated with
cost-effective service delivery, effects on special
populations, interactions among programs, and the
changing human services environment

Potential Outcomes

w= Improved access to benefits by targeting scarce
resources to individuals, families, and children in
greatest need

== Enhanced oversight and improved techniques
to address fraud and abuse in the nation’s social
service, economic, and nutrition assistance
programs

w= Better coordination between levels of government
and federal programs to ensure that federal
assistance is cost-effective, addresses the special
needs of special at-risk populations, and adapts to a
changing human services environment
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Performance Goal 1.3.2

Identify Ways to Improve Federal Policies and Support for People with
Disabilities

Federal disability programs have experienced
significant growth over the past decade and are
expected to grow even more steeply as more
baby boomers reach their disability-prone years.
In particular, the Social Security Administration
and VA oversee five major disability programs
that provide cash assistance to individuals with
physical or mental conditions that reduced their
earning capacity, collectively paying more than
$120 billion in cash benefits to more than 13
million beneficiaries in 2003. In addition, almost
200 other programs provide varying types and
levels of support for individuals with disabilities.

Paradoxically, recent scientific advances as well
as economic and social changes have redefined
the relationship between impairments and work.
Advances in medicine and technology have
reduced the severity of some medical conditions
and have allowed individuals to live with greater
independence and function in work settings.
Moreover, the nature of work has changed in
recent decades as the national economy has
moved away from manufacturing-based jobs to
service- and knowledge-based jobs.

Key Efforts

w= Determine the extent to which federal policies
and programs that support employment and
independence of individuals with disabilities
operate consistently with the current state of law,
science, medicine, technology, and labor market
conditions, and assess the adequacy of any actions
taken to modernize these programs

w Assess the extent to which federal disability
programs’ internal controls are adequate for
ensuring program integrity and whether services
and benefits are provided in accordance with best
practices

w Assess the extent to which multiple disability

programs provide seamless and efficient service and

support, through coordinated planning, goals, and
criteria for eligibility

The labor force participation rate of people

with disabilities has remained quite low as
federal disability programs remain mired in
concepts from the past and are poorly positioned
to provide meaningful and timely support

for workers with disabilities. In addition, the
Social Security Administration and VA struggle
to provide accurate, timely, and consistent
disability decisions to program applicants. For
these reasons, we added modernizing federal
disability programs to our 2003 high-risk list. Our
designation of the Social Security Administration’s
disability programs as high risk can serve as a
catalyst to bring together the partners needed

to resolve these long-standing problems. As the
primary manager of multibillion-dollar programs
with responsibility for significantly large trust
funds, the Social Security Administration must
take the lead in forging the partnerships and
cooperation that will be needed in reorienting
federal disability programs.

Potential Outcomes

w= Improvement in current and future service-delivery
structures and practices, including modernization
within and increased coordination among federal
disability programs

w= Administrative and legislative actions to improve
the timeliness, accuracy, and consistency of
disability decisions for program applicants

w=» Reduced fraud, waste, and overpayments in
disability programs
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Performance Goal 1.3.3

Assess the Effectiveness of Strategies and Safeguards to Protect
Workers, as Well as Individuals’ Identities, in an Increasingly Complex
Work and Economic Environment

Regulations and activities designed to provide
protections for workers may need to be revised to
reflect dramatic changes in the demographics of
the nation’s workforce as well as heightened risks
of terrorism and identify theft. Federal agencies
that help employees provide safe, healthy, and
productive workplaces, such as the Occupational
Safety and Health Agency, will have to adapt their
efforts to changes in the nature of work itself.
For example, membership in organized labor

has declined, traditional work arrangements are
giving way to alternatives such as temporary
employment and teleworking, and lifelong

service with a single employer is becoming much
less common. Federal and state enforcement
authorities, which for years have largely been able
to focus their efforts on the most dangerous work
sites or exploitative employers, now may have to
rethink what types of workplace safety issues are
paramount. Namely, the nation faces heightened
security risks, and workers may be less able

to work productively and creatively if they do

not feel safe in the workplace and believe their
employers are not devoting sufficient resources to
protecting their health and safety. However, the
level of protection that employers should provide
in response to external threats to workers’ safety,
such as threats to national security, is unclear. As
employers and workers adapt to these changes, it
will be important to maintain a balance between
ensuring the safety and health of workers and
minimizing burdens for employers. No consensus

Key Efforts

w= Assess the effectiveness of federal and state efforts
to ensure that workers are treated fairly and receive
the wage, benefit, and safety and health protections
afforded by federal labor laws and regulations

w=» Assess federal and state efforts to promote
workplace quality through direct intervention and
cooperative approaches with industry and labor
organizations

w= Assess efforts by the Social Security Administration
and other agencies to appropriately use and
safeguard an individual’'s Social Security number
while improving government operations and
minimizing the risk of illegal activity

exists on the types of revisions that would result
in the most efficient ways of protecting workers
and minimizing employers’ burden in the 21st
century.

Protecting Americans against identity theft

is a growing concern for many, as efforts to
address the terrorism threat have underscored
both the weaknesses and strengths of current
efforts to protect individuals’ identities. While
the Social Security Administration relies on

the Social Security number as an essential
element of its operations, the number has also
become an integral part of daily life for millions
of Americans. Public and private employers,
hospitals, and individuals now use the number to
conduct routine business, obtain drivers licenses
and other government documents, and apply

for loans and employment as well as for a host

of other activities. As a result, Social Security
numbers are easily obtained by almost anyone
from any number of public documents, raising

a wide array of serious policy issues, including
the increased potential for identify theft and
other types of fraud or illegal activity, the degree
to which foreign nationals can access federal
employment and education programs, and the
privacy protection of individuals’ personal
information. Our work on the use of the Social
Security number in American society and agency
policies regarding its use seeks to fill a major gap
in the policy debates on all these issues.

Potential Outcomes

w= Better-informed congressional and agency decisions
on the types of changes needed in regulations and
enforcement policies to address current work ar-
rangements and workplace conditions

w=» Enhanced ability of enforcement and other strate-
gies, such as voluntary compliance programs, to re-
sult in safer workplaces and healthier workers while
eliminating unnecessary burdens for employers

w= Increased efficiency and financial management in
the delivery of worker protection programs and poli-
cies

== Improved public safety and homeland security
through responsible use and improved security of
Social Security numbers
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Strategic Objective 1.4

Financial Security for an Aging Population

Providing retirement income security in the
United States has traditionally been a shared
responsibility of government, employers, and
individual workers. However, the burgeoning
federal deficit—especially in federal retirement
programs such as Social Security and Medicare—
and declining coverage of employer-provided
pension plans suggest a shift in responsibility

to individual workers for ensuring an adequate
and secure retirement. These trends are the
outgrowth of broader developments associated
with population aging, global competition, and
labor market trends and are unlikely to abate in
the near future. With the baby boom generation
poised to move into retirement beginning in 2008,
the Congress will need more information on

the economic, financial, and social implications
of these trends to ensure that the government,
employers, and workers share retirement risk

in an equitable and efficient manner. Such
information will also aid workers in making
informed retirement planning decisions, including
the decisions regarding when and how to retire
and invest their savings.

Since 1960, life expectancy at age 65 has increased
by over 3 years. By 2050, persons aged 65 and

over will account for over 20 percent of the

total U.S. population, up from about 13 percent

in 2000. Consequently, people are expected to
spend more time in retirement. These trends are
adversely affecting the sustainability of pay-as-
you-go-financed federal retirement programs.
Although the Social Security trust funds are not
expected to be depleted until 2040, the strains on
government finances will begin as early 2017 when
the program starts to pay out more than it takes

in each year. Given current benefit and revenue
streams, the federal retirement programs are
unsustainable over the long run, and the federal
government is going to have to make some hard
choices in reforming them. To the extent that such
reforms reduce benefits to workers, this will affect
the level of financial resources they can draw
upon during retirement.

Employer-provided pensions have been and
remain an important contributor to American
retirement security, with private pension benefits

T
i
e

accounting for about 10 percent of m
the total income received by persons

65 years of age and older. Yet, like the
federal retirement programs, the national
employer-provided pension system is also

facing serious financial challenges. The past

two decades have seen a dramatic decline in the
number of defined benefit pension plans and the
percentage of the private labor force covered by
these plans.? Historically, defined benefit plans
have been an important and stable source of
retirement income, typically providing monthly
payments throughout the retirement life of the
participant. The decline means that workers
approaching retirement will have to make up the
difference in income from another source, most
likely from personal saving or extending work
life. Meanwhile, the role of defined contribution
plans in the private pension system has increased
dramatically, but this trend has not necessarily
led to increases in coverage.* The number of
defined contribution plans rose from 341,000 in
1980 to 653,000 in 2003, covering 64.1 million
workers and retirees. As of 20006, 54 percent of all
workers in private industry were offered a defined
contribution plan. However, participation in such
plans is typically voluntary, and many covered
employees choose not to participate. In 2006,
only 43 percent of all workers in private industry
chose to participate in such a plan—an 80 percent
participation rate among those offered a defined
contribution plan.

's90In0g 8bew| 895 :90IN0S

Despite the outlook for federal retirement
programs and employer-sponsored pension plans,
individuals have so far not filled in the gap with
personal saving. Only 44 percent of families
headed by someone aged 55 to 64 owned an

3 A defined benefit pension plan generally provides benefits based
on a specific formula linked to the worker’s earnings and tenure.
Typically, a defined benefit plan is funded completely by the
employer, who bears the investment risk of such an arrangement.

4 Defined contribution plans are much like savings accounts
maintained by the employer on behalf of each participating
employee. In a 401(k) plan, the employee, the employer, or both
defer receipt of current income to deposit it on a pretax basis into a
retirement account. When the worker retires, the retirement benefit
that he or she receives is the balance in the account, which is the
sum of all the contributions that have been made plus interest,
dividends, and capital gains (or losses).
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Individual Retirement Account, and among these
families, median Individual Retirement Account
balances were $60,000. From 2000 to 2005,
meanwhile, personal saving as a percentage of
disposable income averaged just 1.3 percent—one-
sixth the postwar average. In 2006, the saving

rate was -1.0 percent, the lowest level in almost

50 years. (See fig. 9.) Helping to depress the
saving rate has been the widespread “leakage”

of retirement assets to support nonretirement
consumption. Through 2003, for example, 21.6
percent of recipients of lump sum pension
distributions reported diverting some part of their
pension to support consumption.

Figure 9: Personal Saving Rate, 1960-2006
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Source: Bureau of Economic Analysis.

In response to these challenges, many workers
may need to stay in the labor market past today’s
typical retirement age, which is at about age 62
for both men and women. Greater labor force
participation by older workers would benefit the
economy by filling anticipated skill gaps and by

allowing workers to accumulate more assets and
delay the drawdown of assets for retirement. This
trend may already be under way. In 2003, almost
33 percent of men aged 65 to 69 participated

in the labor force, up from 26 percent in 1990;
similarly, the participation rate for women in

the same age group rose from 17 percent to
almost 23 percent during this period. However,
while many employers indicate a willingness to
recruit or retain older workers, most employers
are not currently engaged in these practices. To
date, most employers have not made the types of
changes—such as establishing alternative work
and schedule arrangements or allowing phased
retirement—that would accommodate the needs
and preferences of older workers.

To support efforts by the Congress and the federal
government to address these issues, we will

use the following performance goals, which are
associated with the three sources of financial
security for older Americans—government,
employer, and individual resources:

1.4.1 assess the policy and administrative
challenges to the federal government in
providing for Americans’ financial security in
retirement;

1.4.2 assess the financial and administrative
challenges to providing employer-sponsored
pensions and retaining older Americans in
the workforce, and the implications of these
challenges for national retirement security;
and

1.4.3 assess options and strategies to help
individuals ensure retirement security for
themselves and for their families.
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Performance Goal 1.4.1

Assess the Policy and Administrative Challenges to the Federal
Government in Providing for Americans’ Financial Security in
Retirement

Demography is playing a major role in the
financial weakness of Social Security and other
retirement plans, as rising age longevity, declining
fertility, and the large retirement of the baby
boomers is leading to the projected rapid aging

of the population. This aging will slow the rate of
labor force growth, posing challenges for robust
economic growth and the federal budget. Rising
federal fiscal deficits will pose a growing risk to
the sustainability of Social Security and the future
living standards of the retired and nonretired
alike. Programmatic reforms that achieve long-
term financial solvency and consider the need

to balance benefit adequacy, progressivity, and
equity will continue to be on the national policy
agenda and will only become more pressing

in the future. Reform efforts will also have to
consider any possible adverse effects on labor
force participation and the willingness to save,
particularly for lower-income workers. A related

Key Efforts

w= Analyze effects of Social Security solvency,
economic, labor market, pension expenditure and
coverage, and health care cost trends on retirement
income adequacy for all Americans

w= Assess the implementation and administrative
challenges facing the Social Security Administration
in providing customer service and maintaining the
integrity of the benefit program, despite a rising
workload

issue is the impact of rising health costs on the
level of Social Security benefits. For example, the
average Medicare Part B (medical services) plus
Part D (prescription drug) premiums will rise
from 12 percent of the average Social Security
benefit in 2010 to about 26 percent in 2080.
Similarly, the average amount of deductibles,
co-payments, and other cost-sharing amounts
would increase from 17 percent of the average
Social Security benefit in 2010 to 37 percent

in 2080. Management challenges to the Social
Security Administration will also become an area
of prominence. Agency workloads are expected
to explode as the baby boom generation enters
retirement. In this context, the Congress, as it
continues to grapple with these issues, will also
need to be mindful of the effects of reform on the
ability of the Social Security Administration to
manage its programs effectively and the agency’s
ability to implement that reform.

Potential Outcomes

== Greater congressional and public understanding
of the factors that influence the Social Security
and Medicare programs’ contributions to the
retirement income adequacy of all Americans, and
what changes to these federal programs may be
considered

w= Improved understanding of the administrative
challenges facing the Social Security Administration
and how they might be met
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Performance Goal 1.4.2

Assess the Financial and Administrative Challenges to Providing
Employer-Sponsored Pensions and Retaining Older Americans in
the Workforce, and the Implications of These Challenges for National
Retirement Security

The percentage of all civilian workers
participating in retirement plans has remained
more or less constant since the late 1970s,
averaging just under half of the workforce. The
emergence of defined contribution plans and the
decline in coverage by defined benefit plans has
exposed an increasing number of participants

to investment risk, as participants in these plans
have responsibility for managing their retirement
assets. Also, about one-fifth of workers whose
employers sponsor a defined contribution plan
choose not to participate. In addition, there is
substantial evidence of “leakage”—the spending
of retirement balances prior to retirement. These
trends raise the question of whether defined
contribution plans, in their current form, are
sufficient to meet future retirement needs,
especially for low- and middle-income workers.
At the same time, however, funding problems also
plague the defined benefit system. The continued
weakness of major employers in manufacturing

Key Efforts

w= Analyze options to address the significant financial
challenges to the Pension Benefit Guaranty
Corporation and state and local government
employers from large underfunded defined benefit
pension plans and examine the current federal
agency regulatory and enforcement efforts to
protect the benefits of plan participants

w= [dentify strategies to enhance the role of private
pensions of all designs and increased employment
of older workers in providing a secure retirement for
low- and medium-wage workers

and transportation sectors suggests that the
Pension Benefit Guaranty Corporation could

face larger deficits in the years to come, posing
threats to the insurance fund’s solvency. Low
pension plan participation combined with these
threats to retirement income adequacy suggest
that large numbers of older Americans will need
to supplement their retirement income with
earnings. At the same time, slower population
growth in the traditional working ages is likely to
tighten labor markets—which can be expected

to increase employment opportunities for older
workers. To date, however, most employers have
not responded to the aging of the labor force

with changes that would facilitate the hiring of
older employees. Effectively addressing fiscal and
workforce challenges associated with population
aging may require policies that balance the
interests of an aging workforce with those of labor
market flexibility.

Potential Outcomes

w=» Increased stabilization of the nation’s private
defined benefit system, improved Pension Benefit
Guaranty Corporation financial solvency, and
enhanced value of defined contribution plans
through better regulation and initiatives to foster
greater coverage and benefits

w= Greater congressional and employer understanding
of the labor market challenges posed by an aging
population and ways to enhance the labor force
participation of older workers
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Performance Goal 1.4.3

Assess Options and Strategies to Help Individuals Ensure Retirement
Security for Themselves and Their Families

As of the end of 2005, the combined assets of
defined contribution pension plans and Individual
Retirement Accounts, at $6.6 trillion, were three
times greater than assets in defined benefit plans.
This growth in personally managed retirement
assets is changing the character of retirement
planning. Although defined contribution plans
are portable in a way that defined benefit plans
are not, along with the increased decision making
inherent to defined contribution plans, individuals
bear increased risk. These risks include such
unpredictable factors as market expectations
regarding future economic growth rates, global
capital flows, and other macroeconomic factors,
along with rates of return. In addition, there

is uncertainty about future health care costs

and individual longevity. All of these factors
contribute to a greater risk of outliving one’s
assets in retirement. Indeed, the share of lifetime
income spent in retirement has been rising, while

Key Efforts

w= Examine challenges to workers posed by the rise in
the risk and responsibility they bear for their own
retirement security, the barriers to employment at
older ages, and the trade-off between health and
retirement plan participation

w= Identify and assess existing financial vehicles
and emerging options to foster greater individual
retirement savings, and the extent to which such
savings are redirected to alternative consumption
purposes

individual and employer-sponsored retirement
savings have not.

These trends signal the need for individuals

to save more for retirement and may stimulate
demand for financial products designed to
improve individual asset and risk management.
Yet if the personal saving and pension plan
participation rates are indicators, retirement
saving and pension plan participation may not be
responding to the rising costs of retirement. As
individuals face the resulting shortfall in personal
retirement finances, many will seek to remain

in the labor force longer. Public and employer
policies that promote lifelong retirement planning
can aid in both asset accumulation strategies and
goals as well as in the retirement decision itself.
Fundamentally, there is a real need to increase
financial literacy among all Americans.

Potential Outcomes

w= Greater awareness of retirement income needs and
the various strategies to ensure income security in
old age

w= Greater individual awareness of the need to save
more, or work later, in anticipation of higher lifetime
retirement costs
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Strategic Objective 1.5

The terrorist attacks of
September 11, 2001, redefined the

, mission of the Department of Justice,

making the prevention of terrorism and

the promotion of national security its primary
mission. In accordance with this shift in focus, the
Department of Justice restructured its internal
organizations. In particular, it undertook a
substantial restructuring of the Federal Bureau
of Investigation, redefining the agency’s mission
and priorities in light of the increased focus on
antiterrorism. Moreover, the USA Patriot Act,
passed in October 2001, significantly expanded
federal law enforcement and investigative
authority and, with billions of dollars in
additional funding, greatly increased the federal
counterterrorism role. Although the Department
of Homeland Security (DHS) is expected to
coordinate the executive branch’s efforts to
detect, prepare for, prevent, respond to, and
recover from terrorist attacks within the United
States, many of these functions are the primary
roles of law enforcement at the federal, state,
and local levels. This heightens the importance
of effective coordination and cooperation and
the Department of Justice’s responsibilities and
leadership in preventing terrorism and promoting
homeland security.

Ensuring a Responsive, Fair, and
Effective System of Justice

In addition to its primary mission, the Department
of Justice continues to enforce federal laws;
deter, investigate, and prosecute federal crimes,
including gun, drug, and civil rights violations;
incarcerate offenders; partner with federal, state,
and local governments and organizations to
prevent crime, including crimes against children;
and provide leadership and assistance in meeting
the needs of crime victims. In particular, the
Congress and the public look to the federal
government for leadership on how to control
domestic and transnational crime, including
terrorism, while protecting civil liberties.
Increases in funding also require that the federal
government efficiently use and effectively manage
the resources available for the administration of
justice and the judiciary.

To support efforts by the Congress and the federal
government to address these issues, we will use
the following performance goals:

1.5.1 assess the federal justice system’s ability to
operate fairly and efficiently and

1.5.2 identify ways to improve federal agencies’
ability to prevent and respond to terrorism
and other major crimes.
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Performance Goal 1.5.1

Assess the Federal Justice System’s Ability to Operate Fairly and
Efficiently

In the wake of the September 11 attacks, counter-
terrorism figures prominently in the Department of
Justice’s efforts, as it attempts to balance that pri-
ority with its efforts to address traditional crimes
(such as violent, fraud, and drug crimes), protect
citizens (through incapacitation of criminal activi-
ty), and safeguard the judiciary. Through legislation
such as the USA Patriot Act, the Congress provided
the Department of Justice and DHS, which was cre-
ated with the primary mission of protecting the na-
tion against further terrorist attacks, with tools to
facilitate investigating suspected terrorists. Under
provisions of these acts and by executive authority,
investigators have accessed information that can
be viewed as private, thereby presenting challenges
to enhancing our nation’s security while at the
same time protecting individual rights.

While the Department of Justice has taken steps
to align its goals with its performance measures,
independent analyses have not been performed on
the extent to which it has achieved this alignment,
gathered reliable data on performance outcomes,
and used credible evaluations to assess its ef-
fectiveness. We have opportunities to assess the
degree to which the department’s efforts are based
upon knowledge of what works. Traditionally,
some of our work in this area has focused on the
agency'’s grant programs. Moving forward, we need
to expand our efforts to assess the Department of
Justice’s stewardship to address a variety of sub-
stantive and programmatic matters. These may

Key Efforts

w» Assess Department of Justice and DHS efforts to
balance security with protecting individual privacy
and civil liberties

w=» Evaluate whether the Department of Justice and its
components are being effective stewards of their
resources

w= Evaluate the federal judiciary’s efforts to manage its
workload and respond to changing concerns related
to litigation, such as those related to bankruptcy
and immigration

w=» Assess major components of federal detention and
correction operations as they address new and
existing challenges

w= Evaluate progress in addressing challenges facing
the nation’s election system

include resource allocation issues as they relate to
the Federal Bureau of Prisons’ expenditures, spe-
cific grant programs, crime victims’ rights, as well
as quality assessments of Federal Bureau of Inves-
tigation information.

Finally, both the Department of Justice and the fed-
eral judiciary, responding to congressional direc-
tion, have undertaken a number of actions that may
have resource allocation implications. For example,
in the Justice for All Act of 2004, the Congress enu-
merated the rights of victims of federal crimes and
required the Department of Justice and the federal
judiciary to afford victims these rights; their efforts
to do this may affect their workloads. Other legisla-
tion provided that a growing number of class action
lawsuits may now originate in federal court, and
new requirements enacted in bankruptcy legisla-
tion may affect the workload of the federal judicia-
ry and the Department of Justice’s U.S. Trustee Pro-
gram. In addition, immigration cases continue to
increase, particularly along the Southwest border,
and the judiciary faces challenges of supervising
an increasing number of offenders on postprison
community supervision at the same time that it

is facing a growing number of retirements among
supervisory officers. Monitoring how the judiciary
responds to these and other workload demands
also is important because it affects other aspects
of the federal justice system, such as prosecution
decisions and prison populations.

Potential Outcomes

w=» Increased balance between efforts to protect civil
liberties and enhance security

w= Improved congressional oversight of Department of
Justice resources

w= More effective alignment of the Department of
Justice’s allocations to performance goals and
outcomes based on credible evidence of the
effectiveness of its efforts

w= Jdentifying judicial workload imbalances and
potential solutions
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Performance Goal 1.5.2

Identify Ways to Improve Federal Agencies’ Ability to Prevent and
Respond to Terrorism and Other Major Crimes

The September 11 attacks changed the priorities
of the Department of Justice, its components,

and various other federal law enforcement
agencies. For example, the missions, roles, and
relationships of various federal law enforcement
agencies were changed. New and revised
partnerships and intergovernmental agreements
between and among federal, state, and local law
enforcement agencies and the private sector

were developed. Also, the Federal Bureau of
Investigation undertook a major transformation
effort, including realigning its priorities and
resources toward efforts to combat terrorism

and to conduct counterintelligence. Various
legacy Department of Justice law enforcement
agencies were merged into a newly established
DHS. In addition, state and local governments
and other nongovernmental entities were asked
to partner with federal law enforcement agencies
in combating terrorism and other major crimes.
The United States now has more law enforcement
interagency working groups and crime prevention
and joint terrorism task forces than ever before.
All of these transformation efforts raise concerns
as to whether the various government components
and other key stakeholders will be able to work
effectively together and whether there are controls
in place to ensure that there are sufficient federal
law enforcement resources and mechanisms to
prevent and combat terrorist acts and other major
crimes.

At the same time, the Congress has increased the
budgets of the Department of Justice, DHS, and
their components to recruit, hire, and train more
law enforcement personnel to investigate and
prosecute major crimes. In addition, new priorities

and a focus on sharing intelligence gathered
with the law enforcement community require the
federal government to rethink its human capital
management practices and to improve its efforts
to recruit, train, and retain personnel in various
areas now being identified as critical skill sets,
such as intelligence, foreign languages, and IT.
However, many of these agencies (for example,
the Federal Bureau of Investigation and the Drug
Enforcement Administration) continue to face
challenges in achieving their hiring goals and in
retaining personnel in critical skill sets.

The Congress has also made billions of dollars
available to states and localities through grants
and other assistance to help them prevent and
combat terrorism and respond to local crimes
that have national significance, such as efforts to
prevent and combat illegal drug use and public
corruption. Among the more important issues is
how well the federal law enforcement agencies
work with state government, local government,
private sector, and international stakeholders.
For example, are there adequate mechanisms

in place to encourage information sharing and

to share intelligence and law enforcement data?
How well federal law enforcement agencies carry
out their responsibilities to prevent and respond
to acts of terrorism and other major crimes and
work with their state and local counterparts

is a continuing concern, particularly given the
competing demands for limited resources and the
impact of the shift in federal resources away from
traditional crimes to combating terrorism and
securing the homeland.
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Key Efforts

w= Assess the transformation efforts of federal law
enforcement agencies in response to the war on
terrorism, including its effect on other core missions

w= Assess the effectiveness of key federal efforts to
control the supply and demand for illicit drugs

w Assess federal law enforcement coordination and
effectiveness in addressing major crimes

w= Evaluate the management and results of key federal
law enforcement grant programs

w= Assess federal law enforcement capacity, structure,
functions, and efforts to coordinate and form
partnerships among federal, state, local, and tribal
governments to more efficiently address their
missions

Potential Outcomes

w= Improved congressional and public understanding
of the use of federal resources devoted to preventing
and responding to terrorism and other major crimes

w= Enhancements to internal controls and management
oversight of federal law enforcement and grant
programs intended to combat domestic and
transnational crimes, including terrorism

w= More efficient and effective programs that target
limited resources to areas identified by the
Department of Justice’s strategic plan as high
priority and critical to national security

w= [dentifying potential areas for improving
collaboration and information sharing between and
among federal law enforcement agencies and other
key stakeholders, such as state, local, and foreign
government partners
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Strategic Objective 1.6

i
ﬁﬁm The economic and social well-being
H E of communities is vital to the nation’s

overall growth and prosperity. Yet the

viability of many of America’s communities
is threatened by a variety of economic and social
problems, including high levels of long-term
unemployment, inadequate retail activity, and a
deteriorating housing stock. For decades, federal,
state, and local governments and the private and
nonprofit sectors have sought ways to revitalize
distressed communities. The federal government
alone operates well over 100 programs that
offer to communities various grants, loans, loan
guarantees, and special tax incentives that are
designed to assist distressed areas. For example,
the Community Development Block Grant
program provides assistance for a variety of
infrastructure and capacity-building needs and

the Empowerment Zone program is intended to
encourage investment in targeted areas.

Despite these efforts, no simple answer has been
found to the question of how best to revitalize
America’s distressed communities, in part
because of the difficulty of measuring the factors
that actually cause communities to improve. Also,
the issue of how best to deliver aid is complicated
by the need to strike a balance between the goals
of the federal government and those of state and
local governments and nonprofit organizations,
which administer a large share of federal dollars
for community and economic development.

Small businesses, which employ more than half
the nation’s workforce, are crucial to economic
growth in many communities. The Small Business
Administration (SBA)—the nation’s single largest
financial backer of small businesses—guarantees
over $61 billion of business loans and provides
management and technical assistance to about 1
million small business owners annually. SBA also
has oversight responsibility for federal contracting
goals for small and minority-owned businesses.
Because SBA has undertaken numerous initiatives
to address management issues that affect the
agency’s performance, the Congress needs up-to-
date assessments of its performance.

The Promotion of Viable Communities

To promote homeownership, a key element of

a vibrant community, the federal government
assists home financing in several ways. VA and the
Department of Housing and Urban Development’s
(HUD) Federal Housing Administration provide
mortgage guarantees and insurance, while HUD’s
Government National Mortgage Association
(Ginnie Mae) guarantees securities backed by
these mortgages. Three government-sponsored
enterprises (GSE)—the Federal National
Mortgage Association (Fannie Mae), the Federal
Home Loan Mortgage Corp (Freddie Mac), and the
Federal Home Loan Banks—support the mortgage
market and are also responsible for promoting
homeownership among underserved households.
In recent years, the effectiveness of the regulatory
structure for the GSEs has been questioned. The
federal government also promotes homeownership
through tax incentives and requirements placed
on mortgage market participants. It must balance
the benefits of increasing home ownership,
especially among the underserved, against the
financial risk taken on directly (through mortgage
guarantees) or indirectly (through GSEs).

The federal government—principally HUD

and the Department of Agriculture’s Rural
Housing Service—spends some $30 billion
annually on numerous programs to help rental
households with lower incomes reside in safe,
decent, and affordable housing. HUD has made
substantial progress addressing long-standing
management weaknesses that placed its rental
housing assistance programs at risk of waste
and abuse. However, in recent years, legislative
and administrative actions have changed

HUD'’s biggest programs—Section 8 and public
housing—in ways that may call for different
oversight approaches. Further, both HUD and
the Department of Agriculture’s Rural Housing
Service, which oversees rural housing programs,
face challenges in ensuring that federally assisted
properties are maintained in a physically and
financially sound manner, are administered in

a way that best serves the needs of low-income
households, and remain available to lower-income
tenants to the extent practicable.
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To support the Congress and the federal
government in their efforts to address these
issues, we will use the following performance
goals:

1.6.1 assess federal community and economic
development assistance and its impact on
communities;

1.6.2 assess the effectiveness of federal initiatives
to assist small and minority-owned
businesses;

1.6.3 assess how the federal government can
balance promoting home ownership and
financial risk while adapting to changing
markets and policies; and

1.6.4 assess how well federal programs that
support affordable rental housing meet
objectives, manage financial risk, and
improve recipients’ well-being.
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Performance Goal 1.6.1

Assess Federal Community and Economic Development Assistance and
Its Impact on Communities

One way the federal government demonstrates

its commitment to ensuring strong and stable
communities is through its numerous and

diverse federal economic development assistance
programs. More than 100 federal programs
provide communities with such assistance in the
form of grants, tax incentives, loans, and loan
guarantees involving billions of dollars each

year. These programs primarily address issues
surrounding the living conditions of low- and
moderate-income families and the stability of
urban and rural American communities. A large
share of the federal commitment is administered
through state and local governments and nonprofit
organizations. As a result, local support and the
state of local economies often affect the outcomes

Key Efforts

w=» [dentify approaches and best practices for
measuring the impact of community and economic
development programs

w= Assess the impact of program coordination on
targeted communities and residents

w= Assess the impact of specific economic development
initiatives on communities

of these programs, and achieving program goals
may take years. Furthermore, communities

face an increasingly complicated governance
challenge in bringing together state, regional,

and federal players and resources to address
issues and concerns that cut across governance
boundaries. Thus, federal decision makers face
the challenge of finding ways to improve the
design and flexibility of federal programs to help
communities maintain their quality of life and
deliver key services while working with multiple
players to meet crosscutting program goals. At the
same time, federal agencies must provide enough
oversight to ensure that programs meet their goals
and comply with federal requirements.

Potential Outcomes

== Improved coordination among federal programs and
streamlined delivery of development assistance

w= Better congressional understanding of federal
programs’ effect on the growth and development of
communities
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Performance Goal 1.6.2

Assess the Effectiveness of Federal Initiatives to Assist Small and
Minority-Owned Businesses

America’s small businesses play a critical role

in the nation’s economy, employing more than
half the nation’s workforce. Since its inception

in 1953, SBA has had a clear mission: to serve
the small business sector of the economy by
providing financial, technical, and management
assistance that helps Americans start, run, and
develop their own businesses. SBA is also charged
with making sure that small and minority-owned
businesses get a fair share of the approximately
$200 billion annual federal procurement market.
SBA has undertaken a number of initiatives to

Key Efforts

w Assess SBA’s initiatives to make its programs more
efficient, effective, and helpful to small businesses,
especially to those businesses least able to access
credit markets

w Assess SBA’s management initiatives in areas
such as organizational alignment, IT, financial
management, and human capital and determine how
these improvements may have helped SBA better
meet its mission

w» Assess SBA’s ability to achieve its mission of
meeting the needs of small businesses

w= Assess the impact of federal contracting policies
and practices on small businesses and determine
what oversight SBA provides to ensure that federal
agencies meet small business contracting goals

address problems that have been identified in both
programmatic and operational areas, including
its business loan guarantee programs, minority
business development program, and information
systems management. As SBA pursues its mission
of maintaining and strengthening the nation’s
economy by aiding, counseling, assisting, and
protecting the interests of small businesses,

the Congress needs up-to-date assessments of
SBA’s performance and the effectiveness of its
programs.

Potential Outcomes

w= Improved SBA assistance to small businesses

== Improved SBA management practices that lead to
more results-oriented performance

w= Increased knowledge of the effects of SBA’'s loan and
technical assistance programs on small businesses,
their access to credit markets, and their ability to
contribute to the national economy

w= Increased knowledge of the effects of federal
contracting practices on small businesses and
enhanced oversight of federal small business
contracting goals
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Performance Goal 1.6.3

Assess How the Federal Government Can Balance Promoting
Home Ownership and Financial Risk While Adapting to
Changing Markets and Policies

The federal government promotes homeownership
through various housing finance programs,
incentives, and requirements. HUD’s Federal
Housing Administration, VA's Loan Guaranty
Services, and the Department of Agriculture’s
Rural Housing Service participate in the primary
mortgage market, insuring home mortgages

for homebuyers who might otherwise have
difficulty obtaining them. Together, these
agencies are responsible for managing more

than $600 billion in insured home mortgages.

In addition, Ginnie Mae guarantees about $450
billion in mortgage-backed securities, providing
liquidity to the housing finance market. The
association’s guarantee enables lenders of
government-insured loans to readily sell their
loans, and the additional funds help provide
mortgages for other qualified borrowers. Finally,
GSEs—Fannie Mae, Freddie Mac, and the Federal
Home Loan Banks—through purchases of
mortgages, issuances and guarantees of mortgage-
backed securities, and other means, provide
capital for home mortgages and needed liquidity
for lenders. GSEs are also required to operate in

a “safe and sound” manner, but are encouraged to
focus on underserved markets.

The housing finance system supported by these
federal agencies and GSEs represents one of the
nation’s largest financial markets, with significant
risks to taxpayers and investors. These entities
have long-term commitments, the ultimate costs
of which depend on losses in their underlying
mortgages. For this reason, using appropriate
methods to predict loan performance is crucial to
HUD’s ability to estimate the costs of its mortgage
insurance programs and manage risks to its
insurance funds. GSEs’ costs are also affected by

the prudence they exercise in their management
and funding strategies. These federal agencies and
GSEs have substantial influence on the availability
of housing finance, particularly for traditionally
underserved markets. In recent years, however,
they have faced challenges. For example,
economic trends and increased competition from
conventional lenders have caused HUD’s share

of the mortgage market to decline sharply at the
same time that foreclosure rates for federally
insured mortgages have risen. These factors have
prompted proposals to modernize and broaden the
customer base for HUD’s programs. Further, risk
management and accounting deficiencies at the
GSEs have called into question the effectiveness
of the regulatory structure for these entities.
Legislation on reforming the structure has been
intensely debated.

The federal government’s role in the housing
market remains a significant factor in maintaining
homeownership rates in the United States.
Although the nation’s homeownership rate has
reached an all-time high, buying a home is a
confusing process for many families, partly
because of complex settlement procedures and
disclosure requirements that have not kept up
with changes in the mortgage industry. But
sustaining high levels of homeownership may be
difficult. For some homebuyers, credit has become
easier to obtain, but only on terms that cause
uncertainty about borrowers’ ability to maintain
their mortgage payments in the future. As lenders
move toward financing a higher proportion of
home purchase costs and offering nontraditional
mortgage products, some homeowners have
become vulnerable to losing their homes if their
home values decline or interest rates climb.
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Key Efforts

w= Evaluate the factors underlying the decline in
HUD’s share of the mortgage market and identify
options for modernizing HUD’s mortgage insurance
programs

w=» Assess HUD'’s ability to estimate the costs of its
mortgage insurance programs and to evaluate the
credit risk of potential borrowers

w= Evaluate efforts to reform and enforce fair lending
laws and disclosure requirements for mortgage
products

w= Evaluate the effectiveness of federal programs, tax
and other incentives, and requirements that support
financing for traditionally underserved segments of
the single-family housing market

w= Assess how federal programs can help promote and
sustain high levels of home ownership in the face
of rising mortgage rates and slower growth in home
equity

w Assess the financial risks associated with the
activities of GSEs and whether the GSEs have
achieved homeownership lending goals for low- and
moderate-income households

w= Evaluate potential changes to the GSE regulatory
framework and determine how new regulatory
authorities and responsibilities would help in GSE
oversight

Potential Outcomes

w= Improved administration and effectiveness of HUD’s
single-family mortgage insurance programs

== Improved capital reserves and funding for HUD’s
insurance programs

== Improved supervision of the GSEs, helping ensure
public policy and safe and sound operational goals
are met

w= More effective efforts to help additional low- and
moderate-income families become homeowners and
to ensure that gains in homeownership rates are
sustainable
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Performance Goal 1.6.%

Assess How Well Federal Programs That Support Affordable Rental
Housing Meet Objectives, Manage Financial Risk, and Improve
Recipients’ Well-being

The federal government administers numerous
programs, at a cost of about $30 billion annually,
to help households with lower incomes secure
safe, decent, and affordable rental housing. Some
of this assistance is provided to directly increase
or maintain the supply of decent rental housing
that is affordable to low-income households;

for example, HUD financially supports public
housing and insures mortgages on privately
owned multifamily dwellings, while the Internal
Revenue Service (IRS) administers low-income
tax credits. Other assistance takes the form

of rental assistance payments; both HUD and
the Department of Agriculture’s Rural Housing
Service provide rental assistance for individual
households. However, these programs do not
operate as entitlements: less than one-fourth of
the 23 million low-income households eligible

for federal housing assistance currently receive
it, and a critical shortage exists in the supply

of rental units affordable to households with
extremely low incomes. Further, existing housing
assistance and supportive service programs are
faced with the growing and changing needs of
special populations, including the elderly, the
homeless, and persons with disabilities.

The Quality Housing and Work Responsibility Act
of 1998 provided for greater flexibility in local
public housing agencies’ use of federal funds,
including leveraging federal funds with private
capital. Despite a backlog of public housing
modernization needs estimated at over $24 billion,

use of these approaches has been limited;

further, both HUD and public housing agencies
are just beginning to implement a new approach,
provided for by the Quality Housing and Work
Responsibility Act, for accounting for and funding
the capital and operating costs of public housing
developments. Moreover, the Congress has
changed how it funds the Housing Choice Voucher
program—ifrom a unit-based approach that funded
all vouchers authorized, regardless of whether

all of the vouchers were used, to a dollar-based
approach that is based on actual expenditures
from previous years. This change places a greater
demand on the agencies to limit growth in
subsidies without reducing the number of assisted
households. Both HUD and the Rural Housing
Service face challenges in efficiently serving the
needs of households served through project-based
programs. HUD'’s large portfolio of federally
insured and HUD-held multifamily housing

loans and its inventory of foreclosed multifamily
properties carry financial risks and require
proper management and oversight, areas in which
HUD has historically experienced significant
challenges. Moreover, most privately owned rental
housing developments assisted through HUD and
Rural Housing Service programs were built in

the 1980s or earlier, and their owners may decide
to convert them to market-rate developments as
their long-term government contracts expire; such
decisions raise questions about the availability

of housing affordable to low-income households,
especially in high-cost rental markets.
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Key Efforts

w Assess federal agencies’ efforts to ensure that
federally assisted rental housing is effectively
managed; remains in good physical and financial
condition; and to the extent practicable, remains
available for lower-income households

w= Assess how effectively federal programs that
support rental housing are used in combination with
other community investment and federal assistance
programs to promote decent, affordable housing and
suitable living environments

w= Examine public housing agencies’ use of alternative
capital financing mechanisms and legislatively
authorized management flexibilities

w= Examine how public housing agencies use Housing
Choice Voucher funds in light of the change from
unit-based to dollar-based budgeting

w» Assess HUD’s performance in overseeing the
administration of its rental housing assistance
programs, including its oversight of public housing
agencies and contract administrators

Potential Outcomes

w= More effective and efficient HUD oversight of the
public housing agencies and contract administrators
that play essential roles in rental housing assistance
program delivery

w= Improved efforts by HUD and the Rural Housing
Service to assess and address the physical and
financial needs of federally supported rental
housing, including efforts to keep units available
and affordable to lower-income households

w= Improved physical and financial management of
properties occupied by federally assisted tenants

GAO-07-1SP

GAO Strategic Plan 2007-2012

59



Source: See Image Sources.

Strategic Objective 1.7

i
ﬁﬁm The nation’s natural resources and
T W the systems associated with their
ﬁ use are under widespread and increasing

stress, generating intense debate and

posing daunting challenges to policymakers at
all levels of government. In large part, this is the
consequence of the country’s growing population
and economy and attendant increased demands
on a finite resource base. Accommodating these
demands runs headlong into long-standing
legislation aimed at protecting the country’s
resources in a healthy state for the good of
current and future generations. Likewise, how
policymakers resolve this balance has global
consequences because the United States is the
world’s single largest consumer of energy and
other resources and is seen as out of step with
international efforts to limit resource use and
associated pollution. At the same time, the nation
needs to protect its natural resources from
terrorist threats. In fact, nearly half of the critical
infrastructure sectors listed in the President’s
National Strategy for Homeland Security cover
natural resource areas. These areas are food,
meat and poultry, energy, water, chemical industry
and hazardous materials, and agriculture.

For decades the nation has benefited from
plentiful and relatively low-priced domestic

and global energy supplies. The long-standing
availability of these supplies, however, has made
businesses and consumers dependent on large
amounts of low-priced energy as a means to
maintain our nation’s global competitiveness
and way of life. Unfortunately, in recent years,
the nation has witnessed a tightening of energy
supplies in the face of rising demand—resulting
in a more precarious supply and demand balance.
This tightening, or stress on energy markets,

has contributed to steep price increases for oil,
natural gas, and electricity, with prices more
than tripling over just a few years, in some cases.
If these price increases persist, they may cause
economic dislocations for U.S. industry and
financial peril for workers and consumers. In
addition, the United States has increasingly relied
on some imported energy supplies, such as oil,
that come from parts of the world that are both

Responsible Stewardship of Natural Resources
and the Environment

hostile toward the United States and politically
unstable at times. Recent global trends, such as
huge increases in oil demand by China and India,
are complicating the nation’s energy picture by
further pushing up energy prices. Exacerbating
these already difficult market developments and
trends is the renewed and widespread debate

as to whether the world is nearing a peak in oil
production after which global supplies would
begin to decline. Finally, despite several years

of concerted efforts to combat terrorism, key
aspects of the United States’ far-flung energy
infrastructure—including hundreds of thousands
of miles of transmission lines, pipelines, and rail
lines connecting to thousands of major energy
facilities—remain vulnerable. It is in this context
that federal leaders will face difficult choices on
how the nation can meet its energy needs in the
near term, and daunting strategic decisions about
how the federal government can best aid in a
thoughtful transition to the energy systems that
will meet the country’s needs in the 21st century.

More than ever, the country’s lands and waters
are under increasing stress. This is evidenced

by rapidly dwindling open spaces, declining
biodiversity, depleted aquifers, and collapsing
fisheries—the unintended consequences of
economic growth and the need to sustain the
lifestyle of a growing population. Reconciling
and balancing the demands of often competing
objectives—economic growth for today versus
natural resource protection for the future—is a
major challenge facing the American public and
its elected leaders. The heated debate on possible
future oil development in the Arctic National
Wildlife Refuge in Alaska presents this issue in
microcosm. In this case, the issue pertains to the
use of federal lands, which constitute about 30
percent of the country’s total land surface, but
similar controversies exist over privately held
lands affected by federal law and regulations.
The use of the nation’s waters presents equally
sobering challenges, as pollutants and overfishing
rapidly threaten coral reefs and deplete offshore
fisheries, while competition over rights to
freshwater supplies grows among various
interests, such as agriculture, communities,
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utilities, wildlife, and recreational users. Even
under normal conditions, water managers in 36
states expect water shortages to occur within the
next 10 years. If such shortages actually occur,
they could have severe economic, environmental,
and social impacts.

The increasing globalization of natural resource
issues also affects environmental protection
matters, as seen in the federal government’s
discussions with other governments about climate
change issues. Such discussions add a new layer
of complexity to the already difficult question of
how to sustain economic growth when the engines
of that growth—factories, cars and trucks,
fertilizers, and electricity-generating plants—
often adversely affect air and water quality and
can change climates in potentially catastrophic
ways. Another factor in attaining federal air and
water quality goals is that land use practices,
often resulting in “urban sprawl,” are controlled
mainly by local governments and private owners.
Moreover, the federal government relies upon
state and local governments for inspection and
enforcement actions.

Because of the pervasiveness and mounting
evidence of the effects of climate change and

the potential consequences of human-induced
climate change and response options, we are
increasing the emphasis on climate change

over the next few years. This increase in
emphasis was overwhelmingly encouraged by

the Comptroller General’s Advisory Board. More
than ever, decision makers in public and private
sector organizations need reliable and readily
understood information to make informed
judgments and decisions. Over the past 15 years,
the United States has invested heavily in scientific
research, monitoring, data management, and
assessment for climate change analyses to build a
foundation of knowledge for decision making.

Also, significant challenges remain in cleaning up
the country’s hazardous and radioactive waste
sites. Today, an estimated 60 million Americans
live within 4 miles of a hazardous site, and
radioactive waste from weapons production

still needs to be cleaned up at Department of
Energy sites in 13 states. These sites’ continued
existence poses not only potential health and

safety problems, but also fiscal and economic
problems. Delayed cleanup results in higher price
tags for eventual cleanup and stunted economic
development in the affected communities.
Potential terrorist attacks underline the need

for steps to ensure the security of hazardous

and radioactive materials during storage,
transportation, and disposal.

Finally, the Congress continues to debate the
direction of U.S. farm policy in areas such as
subsidies and world trade, land conservation,

and energy production efforts. Food safety and
security lie at the forefront of concerns about the
country’s agricultural resources, an urgent matter
given the potential for, and the consequences of,
agricultural bioterrorism. Besides this troubling
matter, a whole range of other food safety issues,
while less ominous, nevertheless pose serious
questions. These include questions about the
adequacy of the government’s devolution of food
inspection authority and its efforts to implement a
“farm-to-table” food safety approach. At the same
time, a number of countries have raised concerns
about the safety of U.S. genetically modified crops
and foods—a matter of growing importance given
the significant role that food exports play in the
U.S. economy.

To support efforts by the Congress and the federal
government to address these issues, we will use
the following performance goals:

1.7.1 assess the nation’s ability to ensure reliable
and environmentally sound energy for
current and future generations;

1.7.2 assess federal strategies for managing land
and water resources in a sustainable fashion
for multiple uses;

1.7.3 assess environmental protection strategies
and programs;

1.7.4 assess efforts to reduce the threats posed by
hazardous and nuclear wastes; and

1.7.5 assess federal programs’ ability to ensure
a plentiful and safe food supply, provide
economic security for farmers, and minimize
agricultural environmental damage.
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Performance Goal 1.7.1

Assess the Nation’s Ability to Ensure Reliable and Environmentally
Sound Energy for Current and Future Generations

As we reported to the Congress and the American
people as part of our 21st century challenges
report, the United States faces monumental
challenges in the energy sector. The nation’s
public and private sector leaders face choices
that may well affect its economy, environment,
national security, and way of life for generations.

In the near term, today’s tighter energy markets
and global energy trends present a national
challenge to assess U.S. energy security while
keeping the U.S. economy humming and its

way of life unchanged. Because there is little
additional supply immediately available in some
markets, the country faces the risk that an
unanticipated disruption in supply or unforeseen
increase in demand can produce sharply higher
prices or interrupt service to businesses and
consumers. Rising prices present difficult
choices to many U.S. industries now facing
international competition from companies that
have access to cheaper energy. Closer to home,
rising prices for natural gas and electricity can
also present difficult budgetary choices for some
of the most vulnerable citizens, many of whom
must decide if they should heat and cool their
homes or purchase food, medicine, or other
basic necessities. In tight market conditions it is
especially important to ensure that markets are
sufficiently well structured to provide clear price
signals. Providing these signals allows consumers
to reduce demand when it is efficient for them

to do so, thereby potentially lowering the extent
of price spikes and minimizing interruptions in
service. Moreover, these signals also serve to
motivate suppliers (traditional and alternative) to

bring additional supplies or new technologies to
markets. Under today’s conditions, the Congress
and regulators must remain active and vigilant

in their respective oversight roles to identify,
correct, and punish behavior that threatens public
confidence.

Beyond these near-term concerns, the country
may face the need to begin to alter its energy
supply base to make it more sustainable. Clearly,
some of the country’s most vital traditional
energy sources are becoming significantly more
expensive and periodically more difficult to obtain
when needed. Coupled with increasing long-

term environmental health and global warming
concerns, these factors raise questions about
whether the United States should consider other
options. It may soon be necessary to contemplate
a long-term shift that would develop cutting-

edge technologies that could use traditional

fuel sources (such as clean coal and advanced
nuclear power); reduce energy demand; use other
sources of energy, perhaps including a greater
share of renewable energy; or a combination

of these actions. Although private companies

will remain primarily responsible for producing
energy, the President, the Congress, and other
national leaders will have a great deal of influence
on balancing the nation’s portfolio of traditional
and alternative sources of energy. Because energy
remains vital to the health of the U.S. economy
and way of life, the decades ahead require critical
policy and investment choices to create an energy
system that meets the changing needs of all
Americans.
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Key Efforts

w= Evaluate short-, medium-, and long-term efforts
to maintain an adequate balance between energy
supply and demand, including assessing (1) the
trade-offs between increasing the availability of
traditional energy sources (e.g., oil, natural gas,
coal, nuclear, and hydroelectric) and developing
viable alternative energy sources (e.g., solar, wind,
hydrogen, and ethanol) and (2) proposed actions to
reduce demand by using energy more efficiently or
conserving energy

w= Evaluate federal investments in emerging energy
supply options (e.g., new generation nuclear power
plants, fuels such as hydrogen and ethanol, and
energy conversion technologies such as photovoltaic
solar cells) and in demand-reducing technologies

w= Analyze trading and selling practices in national
and international energy markets; federal oversight
of these markets; and factors contributing to the
periodic price spikes and increases, including the
identification of federal actions that could reduce
their frequency and impact

w= Assess energy security plans and other efforts to
protect the nation’s energy infrastructure from
terrorism and other sources of disruption and
assess the need for additional investment in the
vast national energy infrastructure to improve
systemwide capacity and explore private investment

w= Evaluate the role of federal power providers
(e.g., Tennessee Valley Authority and Bonneville
Power Administration) in light of the shift toward
competition and identify potential risks that
operating in a competitive market may pose to the
federal treasury

w= Analyze management performance at the
Department of Energy, Federal Energy Regulatory
Commission, and Nuclear Regulatory Commission

Potential Outcomes

w= Congressional consideration of the full range
of realistic projections of supply options with
information on the benefits and costs of alternative
actions, such as demand reduction

w= Congressional consideration of innovative
alternatives to escalating production and consuming
greater amounts of energy

== A more informed debate on alternative energy
paths, including a better understanding of related
environmental effects

w= More informed congressional funding decisions
resulting in effective research spending, more
efficient energy use, and budgetary savings

w= Greater congressional awareness of how energy
market concentration affects the consumer market
and of the effectiveness of federal incentives, such
as energy tax credits

w= Improved congressional understanding of
transitional issues in restructuring energy markets
(such as electricity), market design and monitoring
(including balanced rules and enforcement), and
implications for the role of federal power marketing
administrations

== Improved security of the nation’s energy supplies
against terrorism and other threats in areas such as
the Strategic Petroleum Reserve, the nation’s energy
grid, commercial nuclear power plants, and other
energy and related infrastructure

== Improved federal and private market structures,
incentives, and standards to encourage necessary
enhancements and modernization of U.S. energy
infrastructure

w= Improvements in the Department of Energy’s, the
Federal Energy Regulatory Commission’s, and the
Nuclear Regulatory Commission’s organization,
human capital, and management processes
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Performance Goal 1.7.2

Assess Federal Strategies for Managing Land and Water Resources in a
Sustainable Fashion for Multiple Uses

For many years, federal policies over land

and water resources have been the subject of
sometimes-bitter conflict. While most land in the
United States is privately owned, the resources
owned and managed by the federal government
are vast. Specifically, these resources include
over 6560 million acres of land, or 30 percent of
the nation’s total land surface; over 700 million
acres of mineral estate that underlie both federal
and other surface ownerships; about 1.75 billion
acres of the Outer Continental Shelf; and fisheries
extending up to 200 miles offshore. In 2002, the
estimated market value of production occurring
on public lands was nearly $12.5 billion, and

the direct and indirect economic effect of

all commercial activities amounted to over

$27 billion. Federal laws also affect activities

on some private lands by protecting wetlands or
protecting threatened or endangered species.

The inherent conflict over federal land use

policies has been, first, over which of the current
competing needs and uses for resources on federal
lands should be addressed and, second, over
whether to use resources today or to preserve and
sustain them for future generations. Achieving a

balance among these forces remains a constant
struggle. Amid this conflict along with competing
budgetary demands, the nation’s land and water
resources are showing increasing signs of
stress—more catastrophic wildfires, shrinking
aquifers, an accelerating rate of extinction

of plants and wildlife, destruction of wildlife
habitats, and the collapse of many fisheries. In
this regard, there are increasing signs that the
nation is on an unsustainable ecological path,
potentially leaving future generations to face an
increasingly impoverished natural environment.
Moreover, the risk of terrorist attacks has
heightened the need to protect critical natural
resource systems not only from natural disasters
or negligence, but also from acts to intentionally
damage those resources or use them in assaults
against the nation’s security. In this context of
competing demands and security considerations,
policymakers will need objective, nonideological
information to make rational policy choices and
ensure that federal taxpayers benefit from the use
of natural resources. How the nation addresses
these challenges today will profoundly affect the
viability of its natural resources, and the well-
being of the public, for generations to come.
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Key Efforts

w= Evaluate federal land and water management
agencies’ progress in coordinating activities,
addressing resource issues, and protecting critical
environmental and natural resource systems from
misuse, negligence, or intentionally harmful acts

w Review federal land management agencies’ efforts
to develop and implement a strategy to reduce
wildfires on federal lands

w= Assess federal land management agencies’
operational and maintenance needs at national
parks, forests, and other facilities

w= Analyze federal efforts to identify and use various
sources of revenue to manage federal lands and
obtain a fair market value for federal land use,
while balancing consumption, conservation,
environmental, and recreational needs

w= Assess federal efforts to manage and restore the
nation’s rivers, oceans, and marine environments in
a way that is cost-effective and balances resource
protection with consumption and conservation
needs

w= Evaluate the federal government’s efforts to clarify
its relationship with, and meet its responsibilities to,
Native Americans and Alaska Natives

w= Analyze federal agencies’ efforts to protect
threatened and endangered species on federal and
nonfederal lands and in bodies of water

w= Analyze the adequacy of the land and water
resource agencies’ organization, human capital, and
management processes for supporting the agencies’
operations

Potential Outcomes

w= More efficient and effective resource management to
better protect the nation’s land and water resources
and the surrounding environment

w= Congressional action on charges for the use of
federal resources to facilitate a move toward greater
self-sufficiency by the parks, forests, and other
entities and to ensure a fair return for the use of
public resources

w= Governmental steps to better balance production,
revenue generation, and conservation of natural
resources

w= Clearer understanding of the government-to-
government relationship between the federal
government and Native Americans and Alaska
Natives and of ways to improve programs promoting
Indian self-determination and self-sufficiency

w= An improved understanding of the political,
financial, scientific, and social issues associated
with species protection efforts to inform the debate
on reauthorizing the Endangered Species Act

== [mprovements in natural resources agencies’
organization, human capital, and management
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Performance Goal 1.7.3

Assess Environmental Protection Strategies and Programs

Americans have long placed a high value on
protecting the environment and human health,
especially for particularly susceptible groups,
such as children and the elderly. During the last
three decades, the nation has worked hard to
limit the quantities of pollutants that degrade

the nation’s air, surface and ground waters, and
land. The Environmental Protection Agency has
estimated that pollution control expenditures

by all sectors from 1972 through 2000 totaled
approximately $2 trillion. Such efforts have
yielded impressive results; for example, aggregate
emissions of the six principal air pollutants have
declined by 25 percent since 1970, and virtually
all discharges to the nation’s waters from point
sources are now controlled. Also, the Congress
increased funding for climate change by 55
percent (after adjusting for inflation) from 1993
to 2004. Most of this funding has been aimed at
researching and developing new technologies to
reduce emissions or to increase energy efficiency
and to better understand climate change science.

However, serious problems remain. Urban

areas housing millions of Americans still fail to
meet air quality standards, particularly during
summertime high-ozone periods, and acid rain
continues to degrade forests, lakes, and streams,
with attendant effects on many wildlife species.
An estimated 20,000 impaired water bodies,
including parts of such national treasures as the
Chesapeake Bay and the Great Lakes, still do not
meet quality standards. Improving th