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EXECUTIVE SUMMARY

The Legidative Branch Appropriations Act for Fiscal Year (FY) 1998 (P.L. 105-55)
required the General Accounting Office (GAO) to conduct a management audit of the U.S.
Government Printing Office (GPO). The accompanying Conference Report (H.R. 105-254)
instructed GAO to make extensive use of outside consultants to accomplish this audit. In
December 1997, Booz-Allen was selected, on a competitive basis, to conduct the audit.

At aminimum, the audit was to provide an objective evaluation of specific activities,
including recommendations to improve the GPO’ s efficiency and effectiveness. Specificaly, the
audit “should not be encumbered by presupposing that GPO’s current operations, including in-
house printing on the Congressional Record and other resource intensive congressiona and
executive branch publications and operating with three shifts, cannot be changed.” The audit
called for us to address six specific areas.

Superintendent of Documents Sales Program—A ppropriateness and adequacy of
policies and procedures involving publication inventory management

Printing Procurement Program—A dequacy and effectiveness of organization,
operation, staffing, marketing, financing, procedures for contracting printing services
from private vendors, and the process for determining charges for printing and other
services provided to Congress and executive branch agencies

In-plant production—Ways to improve efficiency and cost effectiveness, particularly
organization, product mix, management, staffing, and processes for determining
charges for printing and other services provided to Congress and the executive branch
agencies

Personnel—Adequacy and appropriateness of personnel matters including training,
deployment, and supervisory structure

Budgeting, accounting, and financial reporting systems—Adequacy and compl eteness
of methodology, presentation, clarity, reliability, and ease of interpretation

Financia and other management-related observations and recommendations identified
during the audit of GPO’s consolidated financial statement for the year ending
September 30, 1995—Status of GPO’ s actions regarding the observations and
recommendations.

ES.1 ANALYTICAL APPROACH

In conducting this audit, we employed the eight-step analytic approach shown in
Exhibit ES-1 and described below.

ES1
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Exhibit ES-1
Booz-Allen Analytical Approach Structure

Step 1:
Review GPO mission, charter, and goals, and audits

D Step 2:

Identify actual processes, products, and attributes

D Step 3:

Perform detailed analysis of key processes and attributes

Step 4:

Evaluate the effectiveness of key processes and
_> attributes and the performance indicators associated
with each

Step 5:
—> Compare processes and organizational attributes with
best practices

. Step 6:

Evaluate organization and structure versus processes

[I Step 7:
Identify ~ GPO successes and the reasons for success

Step 8:
—> Develop findings and recommendations that will lead to
a more competitive posture and performance

Step 1, aliterature review, examined GPO’s mission, charter, goals, and audits, focusing
on the legidation from which GPO’s mission and responsibilities are derived. The review was
limited to documents produced in the last 5 years. In Step 2, we conducted a series of interviews
and focus groups with GPO staff and customers covering each of the operational and functional
areas. These were held to determine the processes and attributes of each of the major activities,
particularly key processes and attributes that are the drivers of the organization. In Step 3, we
analyzed the key processes and attributes identified in Step 2, developing “asis’ process flow
diagrams and validating them with the staff in the operational and functional areas at GPO. We
also conducted a survey of arepresentative sample of al GPO employees to gather additional
information for further analysis. Step 4 evaluated the effectiveness of key processes and attributes
based on five characteristics—quality, service, technology, innovation, and cost.

Step 5 compared the key processes and attributes with “best practices.” We identified
“best practices’ in both the government and commercial sectors and compared these with GPO
practices. The appropriateness of best practices was weighed against GPO’s mission and
operations. Based on this analysis, we developed appropriate “to be” processes. In Step 6, we
evaluated the organizational structure versus processes to determine whether the existing
organization supports the “to be” processes. If it did not support these processes, we
recommended a change to the organization structure based on “best practices’ in either the
government or private sector. In Step 7, we analyzed those areas where GPO has had proven
successes to determine the characteristics of those successes and how the lessons learned from
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them could be applied to other parts of the organization. We also identified those processes or
practices that could serve as “ best practices’ for others. Finally, in Step 8 we developed the
findings and recommendations that will lead to a more efficient and effective GPO.

ES.2 OVERARCHING FINDINGS AND RECOMMENDATIONS

In the course of our analysis, overarching issues arose that, by their nature, affect the
organization as a whole. These issues deal with the future and overall organization of GPO and
the lack of strategic planning within GPO.

Although, from the customer perspective, thereis little support for eliminating GPO, there
isastrong desire on the part of customers to improve the efficiency and effectiveness of the
organization. The congressional focus group agreed unanimously that Congress needs a printing
capability over which they have control. Similarly, when we met with representatives from the
executive branch agencies, we found universal support for GPO’s printing procurement services.
Finally, disseminating government information to the public is an inherent government
responsibility, and we found no evidence that people believe otherwise. In response to these
findings, we recommend that GPO focus its energy on creating a future-oriented organizational
structure and on developing and adopting new plans and business processes that focus more on
where GPO and its customers want it to be and less on where it has been.

We found that GPO has no established strategic planning process and no current strategic
plan that articulates where the organization wants to be in the future. GPO’s strategic planning
history does not present an encouraging picture. In the mid-1970s, GPO established an agency-
wide planning process involving key GPO officials. Although that process continued for several
years, it died in the 1980s. In its September 1990 report, Gover nment Printing Office:
Monopoly-Like Satus Contributes to Inefficiency and Ineffectiveness, the GAO recognized that
GPO had begun developing a new strategic planning process in 1989 and recommended that GPO
strengthen that process. In December 1991, GPO published a strategic plan titled GPO/2001.:
Vision for a New Millennium, followed in January 1993 by a strategic outlook titled GPO Moving
Forward in the Electronic Age. Thiswas the last strategic document published by GPO about
GPO and its future. Without a strategic plan for the organization, there is no context in which to
develop strategic plans for the functional areas such as information technology, human resources,
and capital investment. We recommend that GPO institutionalize the strategic planning process
and link annual budgets to a published strategic plan.

We found that GPO’ s organization is highly centralized and does not facilitate
communication across functional areas. The organization has avery flat structure with
21 managers reporting to the Public Printer and the Deputy Public Printer. Thisis an increase of
12 direct reports since 1993. In response to pressure from Congress to eliminate some senior
management positions at GPO, the Public Printer eliminated all Assistant Public Printer positions,
leaving all of the managers directly below that level reporting directly to him. Theresultisa
“stovepipe” organization with all organizations reporting up. There is no established senior
management or executive steering committee within GPO that meets regularly to plan strategy,
discuss policy, or monitor execution across al functional areas. The result is an organization with
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no strategic planning by top management and poor communication across functional areas. To
correct these problems, we recommend that GPO adopt an organization model that reduces the
number of senior executives reporting directly to the Public Printer, empowers senior managers to
make decisions, and provides easy and effective communication across functional aress.

ES3 FINDINGSAND RECOMMENDATIONSYaMARKETING, SALES, AND
DISTRIBUTION

The marketing and sales activities of GPO occur in two organizational entities¥s
Customer Services and Retail Sales Services. Customer Services staff are responsible for
servicing printing accounts from all three branches of the Federal Government, and the Retail
Sales Services staff handle customer orders for single-copy and subscription publications.

In examining how GPO services Federal Government printing accounts, we discovered a
number of deficiencies. The source of these difficulties can be traced to three factors: changesin
printing technology; a shift toward decentralized administration of printing requirementsin
Federal agencies; and shortcomings in how GPO staffs, manages, trains, equips, and rewards
personnel responsible for servicing printing accounts.

Over the past few years, arevolution in pre-press printing technology, especidly in
desktop publishing, has been under way. Few GPO account representatives, however, are
adequately prepared to advise their customers on how best to use this technology to speed and
improve the printing process from the design phase through delivery of the fina product. Even
though less printing occurs today (as measured by the number of titles and the number of copies),
government agency downsizing and decentralization initiatives have increased the workload for
GPO account representatives. Compared to a decade ago, GPO account representatives now
service twice as many accounts; moreover, agency personngl administering printing requirements
appear to have less experience and training in printing operations and thus require more support
from GPO.

Although the external factors of changing technology and government downsizing have
complicated GPO'’ s account servicing efforts, much of GPO’ s difficulties in this area can be traced
to interna personnel matters. GPO’s own attrition has | eft fewer account representatives to
service an even larger number of accounts. Of the staff remaining, little or no training has been
provided in account servicing techniques and in critical printing technologies. The staff lack the
basic essentials for effective communication, including voice mail, e-mail, and computers. Sound
sales management practices also appear to be lacking, along with an incentive system that rewards
customer-focused account development. To rectify these internal shortcomings GPO should
concentrate on filling position vacancies and providing necessary information technology support
and training in sales management and account servicing methods. GPO should also reengineer
and reorgani ze account servicing teams to include printing specialists from other areas of GPO to
bolster consulting services on printing technology.

GPO’s Retail Sales Services organization within the Superintendent of Documents has
experienced a downturn in sales revenue, which in part has contributed to difficulties in keeping
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this operation financialy viable. The declinein order volume (about 30 percent over the period
FY 93- FY 97) can be largely attributed to the placement of formerly paid printed version titles,
primarily the Commerce Business Daily and the Federal Register, on the Internet for free access.
The 16 percent decline in sales revenue over this same interval has been less steep, in part because
of price increases.

In addition to slumping sales for printed documents, GPO’ s retail operation suffers from
an array of performance problems. The root cause of these problems can be traced to three
systemic factors:

Personnel improperly trained to fill positionsin a high-performance, customer-focused
retail salesenvironment

Organizational structure that impedes effective communication and adaptive learning

Information systems that are failing to provide suitable and timely information to help
staff effectively serve customers and manage the enterprise.

In spite of these problems, GPO’ s retail sales operation has had severa notable
accomplishments that show promise in arresting the decline in sales and in improving the
performance of order processing:

Unlike paper documents, the sales of electronic products, primarily on CD-ROM and
diskette, have surged tenfold since FY 93, reaching $2.7 millionin FY 97.

If the pending implementation of the Integrated Processing System (IPS) operates as
planned, it will revolutionize order and fulfillment processing.

Recent amendmentsto Title 44 and other statutes have encouraged GPO and the agencies
to make public documents freely available over the Internet. This accelerating trend toward free
and widespread electronic access to government documents has undercut the sales base for GPO
and raised concerns about the long-term viability of the retail sales operation. The prevailing trend
in successive administrations and in Congress has been to seek ways to outsource or privatize
government services that are not considered inherently governmental. Although the operational
problems of GPO’sretail sales activity can be resolved, along-term and substantial commitment
of scarce resources to this endeavor could have a negative impact on GPO’s core
business¥z government printing services and free dissemination of government documents through
the Federal Depository Library Program (FDLP). Congress could propose outsourcing or
privatizing the sales operation, because Title 44 does not mandate the sale of public documents,
and it is not clear whether a government organization should operate a retail sales activity.

In contrast to the retail sales operation, the FDLP s mission iswell defined, and its
operation managed effectively. The FDLP ensures that access to government information is
available to the public at large. People without the technological means to access online
information can do so via public access workstations located in the more than 1,400 depository
libraries located across the country. Likewise, people who cannot purchase their own copies of
print materials of government information can have access to these materials at the depository
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libraries. Moreover, these collections serve as a historical resource for products that are no
longer available through the sales program or publishing agency. In all of the aforementioned
cases, depository librarians play a critical role in helping people find the government information
they need. Service at the depository libraries is consistent and of high quality. The condition of
depository librariesis monitored by the FDLP through periodic inspection visits, self-studies, and
abiennia survey, and librarians participate in continuing education efforts sponsored by the
FDLP.

GPO'’s goals for the FDLP program are not clear however. GPO should refine its goals
for the FDLP to include specific target dates for completion of the transition of the FDLP to a
more electronic basis. GPO should also develop an action plan, including numerical targets, dates
and alist of accountable parties, to transition the FDLP to a more electronic basis. Like the retall
sales operation, there are opportunities for consolidation that can save resources. This
opportunity exists primarily in the distribution of documents to the libraries that could be
consolidated with the distribution functions performed by the retail sales operation.

ES4 FINDINGSAND RECOMMENDATIONSY2PRINTING PROCUREMENT
SERVICES

The majority of the Government’s printing and publishing requirements are satisfied by
commercial vendors. GPO has an established infrastructure dedicated to awarding and
administering printing and publishing contracts. In FY 97, approximately 380 GPO staff
nationwide processed over 177,000 printing procurement actions generating over $488 million in
revenue. The staff in GPO'’ s Printing Procurement Department (PPD) are very experienced
printing specialists, many having been with GPO for over 15, 20, and 25 years. Many of these
printing specialists started at GPO in the production plant, learning the printing crafts hands-on.
This knowledge and skill is now being used to%a

Develop the specifications for the printing/publishing requirements, specifications that

the vendors describe as the best the Government produces

Furnish “preflight” materials to the vendors

Perform press sheet inspections

Evaluate and rate vendor quality levels for their various products

Perform random and routine evaluations of vendor samples

Resolve any problems between the vendors and the agency customers

Maintain vendor performance database.

The PPD’ s operations nationwide do not generate sufficient revenue to cover its total cost

alocation. Trends over the last several years show revenues declining at a faster rate than
expenses. InFY 97, PPD experienced a net loss of $2.4 million; the Central Office operations

netted a positive income of $3.9 million, but the aggregate loss of the regiona offices was
$6.3 million. Although PPD has been reducing its staff, the revenue per employee has steadily
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declined as expenses per employee have continued to increase. PPD should capitalize on
opportunities to increase revenue and decrease cost. A complete evaluation of the location and
operations of the regional printing procurement offices (RPPO) should be conducted with the
intent to close or consolidate any RPPO not serving its locale in a significant way. GPO should
also investigate opportunities to increase revenues per employee by employing faster and cheaper
ways to process procurements, such as greater use of Term Contracts (or other contracts with
“ordering” features) across a greater range of printing and publishing products and services.
Improving efficiencies per employee requires cost cutting/control mechanisms such as process
improvements and automated tools.

GPO Printing Procurement Regulations (PPR) have not kept pace with governmentwide
initiatives to streamline acquisitions and emphasize commercial practices. Commercia practices
such as “best value” awards based on superior past performance, establishment of
vendor/government long-term relationships, and increased use of electronic purchasing are not
common practices at GPO. These initiatives are designed to reduce costs, shorten lead times,
increase vendor quality, and improve customer satisfaction, all of which would improve PPD’s
efficiency and satisfy GPO’ s customer agencies. The requirement to competitively bid al printing
requisitions, regardless of dollar value, exhausts time and limited resources and increases costs.
GPO’ s focus on maximizing competition and awarding to the lowest bidder ignores the actual
overall cost to the Government of processing the printing requisition and administering the
contract to close-out. Printing procurement regulations and procedures should be revised to
allow quicker, less costly processing of small dollar value orders and to improve overall efficiency
and effectiveness within the department. The requirement to competitively bid all procurements
regardless of dollar value should be canceled immediately. GPO should consider raising the
threshold for awarding contracts without competitive bids to $2,500. The PPRs should be
modified to encourage the use of commercia practicesin printing procurements, specificaly,
those relating to long-term vendor relationships and awards based on “best value.”

ES.5 FINDINGSAND RECOMMENDATIONSY: IN-PLANT PRODUCTION

In-plant production is defined as all parts of the organization that directly contribute to
product generation, either as core in-plant processes or as key support processes. Core processes
assessed include planning and scheduling, electronic photocomposition (preparation of jobsin
electronic format), pre-press press, and binding. Key support services evaluated were customer
service, engineering/maintenance materials management, and quality control.

GPO in-plant operations are responsible for the production of approximately 25 percent of
the printing and information products requisitioned from GPO. The remainder of requisitions are
procured from the private sector through the Printing Procurement Program. GPO retains, for
internal production, requisitions that cannot be procured on a controlled, timely, and/or cost-
effective basis. As of 1997, the Production Department has a staff of 1,692 full-time equivaents
(FTE)%a approximately one-half the total personnel employed by GPO.

The primary mission of the in-plant production operation is to meet the printing demands
of Congress. Congressiona revenue accounts for 41 percent of total in-plant revenue. To meet
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congressional printing needs, GPO has developed an extensive array of information-gathering
capabilities, including direct el ectronic linkages between a variety of offices on Capitol Hill and
GPO’s centra facility and dedicated GPO staff assigned to congressional offices to support
generation of daily congressional products.

The remaining 59 percent of in-plant production revenue is generated from executive
branch departmental work. The largest recurring departmental products produced in-house are
the daily Federal Register and the Code of Federal Regulations (CFR). Additiona agency work
includes U.S. Passports for the State Department; postal cards for the U.S. Postal Service; the
U.S. Budget; and other jobs that agencies authorize for in-plant production.

GPO effectively satisfiesits priority congressional customers and meets the variable
demands and outputs requested by Congress. Similarly, the Production Department is taking
steps to modernize its printing capabilities and information technology to more effectively meet
the needs of its customers and to provide important information access and dissemination
capabilities. Specifically, GPO offers products to the public over the World Wide Web, assists
Federal customers in disseminating their information on the Internet, and receives congressiona
and other jobs electronically so that they go directly into production. In addition, CBDNet, the
Commerce Business Daily publishing service, developed in partnership with the Department of
Commerce, received a 1997 Hammer Award from the National Performance Review for its
successful design, implementation, and utilization.

To fully capitalize on these improvements and successes, and to continue to operate in the
Federa marketplace by efficiently providing high-quality products to its customers, GPO needs to
solve a number of in-plant production problems. Most of these problems are the result of poor
cross-functional knowledge and communication, a fragmented organization, lack of
documentation and standard procedures, poor information management, and ineffective
management and control of production processes.

In-plant batch processing focus does not promote cross-functional knowledge sharing,
accountability, or effective communication. Therefore, production must break down functional
stovepipes to establish cross-functional, process-focused operations.

The current in-plant organizational structure impedes production efficiency and should be
realigned to integrate all production-related services and streamline production department
divisonsto improve in-plant operations. Also, in-plant production does no strategic
manufacturing planning, which limits the ability to effectively integrate plant operations and use
plant resources. Finaly, GPO In-plant does not effectively use systematic manufacturing
approaches to control process capability, quality, and cost. By combining existing craft-based
knowledge with systematic manufacturing methods, in-plant performance could be improved.

Existing information management systems fail to provide the types of information needed
for accurate process planning, control, and improvement. The necessary changes should be made
through implementation of next-generation systems. In addition, paper-based production
information is poorly structured, disseminated, and controlled. Evaluating information needs and
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ensuring that consistent, accurate information reaches the right users at the right time would allow
more proactive management and control of the production process. Furthermore, production
management should more effectively use available financia information to identify opportunities
to improve operational performance, reduce costs, and increase production accountability.

Production lacks consistent methods to properly select, train, promote, and retain
personnel in critical skill areas. This requires aggressive corrective action to ensure that
appropriately skilled workers are available to meet future production demands and requirements.

GPO'’s large diverse paper inventories require large amounts of warehouse space, multiple
suppliers, and a complex paper procurement process, offering opportunities to reduce ordering
and carrying costs through alternative inventory management and contracting practices.

ES.6 FINDINGSAND RECOMMENDATIONSY2HUMAN RESOURCES

The Booz-Allen team examined issues pertaining to the adequacy and deployment of the
GPO workforce. Aswith any organization, knowledge of its human resources capability and its
associated programs, policies, and procedures is vital to understanding overall organizational
effectiveness.

To ensure a more balanced approach to our analysis, we distinguish between the
“providers’ and “customers’ of GPO’s personnel services. Providers are those individuals and
organizational entities within GPO comprising the human resources community, including the
Office of Personnel, Occupational Health and Environmental Services, Office of Equal
Employment Opportunity, and Office of Labor/Employee Relations. Customers consist of those
remaining individuals and organizational entities that are the recipients of human resources
services; in effect, this was “the agency-at-large.”

We reviewed human resources issues from both functional and workforce effectiveness
perspectives. From afunctional perspective, we reviewed GPO’s Office of Personnel and
associated departments/services in relation to meeting the agency’ s overall mission with respect to
organizational structure, personnel systems, and organizational processes. From aworkforce
effectiveness perspective, we examined how the Office of Personnel’ s associated practices,
policies, and procedures contribute to selecting, developing, and retaining a quality workforce.

Our employee survey results showed that there are severa strengths in which GPO can
take pride and build on, such asin the areas of teamwork, satisfaction with pay, and loyalty and
dedication to one' s work and the agency. However, we found that there are many areas on which
GPO can improve its human resources capability. In some cases, programs and policies exist but
are not applied consistently. In other cases, effective human resources programs have been
designed but never implemented because of lack of funding or termination of the programs for
various reasons.

We found that, to alarge extent, GPO’ s human resources function responds reactively to
problems and issues. Thereis no strategic plan, and many opportunities for preventing problems
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and preparing the workforce for the future are not being seized. Interestingly, as part of the
GPO 2001 effort, a thorough human resources strategic plan was developed in October 1992.
However, the failure to implement this plan, combined with the elimination or lack of funding of
various personnel programs and practices since the early 1990s, has had a negative impact on
employee morale, and ultimately, on organizational effectiveness. This reactive postureis
evidenced by the following and covers areas of training, position classification, staffing, and
succession planning:

Training isonly provided if it is directly related to an employee' s current position;
GPO no longer conducts needs assessments to determine current and future training
requirements.

Personnel does not conduct succession planning to manage attrition and develop high
potential employees.

Workload and staffing analyses are not conducted to forecast future staffing needs.

GPO does not have a framework for integrating the personnel cycle (e.g., selection,
performance evaluation, training and career development).

Position Management no longer conducts proactive position reviews or classification
audits as was done in the 1980s.

To address this deficiency, GPO should design and implement an updated human resources
strategic plan, incorporating information from the 1992 GPO 2001 human resources plan and
recent management audits.

One areain particular that has suffered from a strategic perspective is training and career
development. We found that the provision of training at GPO is largely reactive rather than
strategic. Despite general instructions in GPO to conduct a training needs assessment every year,
such assessments are no longer routinely conducted. The lack of a strategic training needs
assessment prevents GPO from providing the right training to meet current and future skill
requirements. Additional examples of the reactive nature of training at GPO include¥a

Employee Relations does not conduct preventive training on pervasive problems
(e.g., abuse of the leave palicy); training is typically in response to
organizational/governmental mandates (e.g., violence in the workplace).

Equal Employment Opportunity (EEO) training is no longer routinely provided to
managers.

Employees are not routingly trained in new technologies until they encounter
problems.

GPO should re-institute a strategic training needs assessment with an annual review to
identify current competencies of staff, needed competencies, and appropriate training
interventions. GPO should also re-institute mandatory training for supervisors, managers, and
executives, including guidance on Employee Relations and EEO issues.
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We found that GPO' s Office of Personnel maintains an excellent inventory of written
instructions for implementing effective human resources programs, but there is alack of
consistency and accountability in their application. A review of the GPO instructions falling under
the responsibility of the Office of Personnel revealed numerous examples of beneficial policies and
programs not currently followed or funded. For example, training required for supervisors and
managers is not conducted; classification surveys are not conducted by Position Management; and
the awards and incentives program has not been funded for many years. The discontinuation of
these vital programs, for whatever reasons, has had a devastating impact on the workforce's
morale and capability to be effective. We also determined that there is alack of standardization of
GPO'’ s recruitment and selection process, which puts the agency at risk for complaints of
employment discrimination and unfair treatment.

GPO should review its existing personnel instructions and implement policies and
programs that address the goals and priorities outlined in the new strategic plan for human
resources. This should be followed by aregular review and updating process to ensure that
GPO’ s human resources function maintains a strategic posture and proactive role within the
agency. To addressthe lack of standardization in the recruiting and selection process, it should be
standardized to ensure consistent application through communication and training, and GPO
should make a concerted effort to increase awareness of the selection process and the rationale
behind hiring decisions.

Insufficient opportunities and vehicles exist for effective organizational communication at
GPO. Thelack of communication can be attributed to structural and reporting changes that have
occurred at GPO over the years, as well as day-to-day procedures that are followed. Our focus
groups and interview sessions determined thereis alack of formal cross-functional meetings
between department/service heads at GPO and the Public Printer. Also, interviewsreveded a
lack of meetings and communication among high-level officias has had a spillover effect at all
levels within GPO, as well as between labor and management. While forma communication
between GPO labor and management have proven to be very successful both in the past and in
recent policy negotiations, changes need to be made to help improve informal communication
efforts.

GPO should implement strategies and tools to ensure sufficient inter- and intra-
organizationa communication throughout GPO, including regular cross-functional meetings
among department/service heads, meetings between department/service heads and the managers
and supervisors that report to them, and meetings between supervisors and their employees.
These meetings should be supplemented with improved two-way communication, aswell as
improved written media, such as the Typeline newsletter, to discuss issues of a more strategic and
informative nature.

Employees are not given incentives for achieving individua or organizational performance
standards. Virtually no mechanisms are in place to reward and recognize the outstanding
performance of GPO employees. Lack of an adequate reward and recognition system is a maor
inhibitor in achieving optimal productivity and performance. The Incentive Awards and
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Recognition System, as well as the awards that are directly related to performance ratings, have
not been funded since 1992. Lack of awards and incentivesis amgor source of frustration
among all employees. Lack of incentives for supervisors and managers to achieve performance
objectives negatively affects the perception of the usefulness of all personnel functions. Findings
from interviews and focus groups reveal that the quality of performance appraisals, the provision
of training to employees, the quality of selection decisions, and the willingness to use the
discipline process, al suffer from the failure to reward supervisors and managers for achieving
performance standards. GPO should provide incentives to reward and recognize outstanding
performance and re-institute performance awards and the Incentives and Awards Recognition
System.

ES.7 FINDINGSAND RECOMMENDATIONSY2BUDGETING, ACCOUNTING AND
FINANCIAL REPORTING SYSTEMS

GPO receives funding from two appropriations, the Congressional Printing and Binding
Appropriation (used for in-house printing of congressional activities) and the Salaries and
Expense Appropriation (used for certain Superintendent of Documents activities). In addition to
these appropriations, GPO has alarge Revolving Fund, a business-oriented fund, that finances a
continuing cycle of departmental operations, such as the contracted printing program, with
receipts derived from operations. The agency’ s budgeting, accounting, and financial reporting
systems (referred to as “financia management” for brevity) are organized to support the funding
sources. GPO'’s financial management functions are conducted with a comprehensive cost
accounting system, using accrual-based accounting.

The Booz-Allen team’ s analysis focused on the budgeting function, which includes
establishing rates and prices, and on the accounting function, which includes financia reporting.
The analysis assessed GPO'’ s financial management in three areas. staff and organization;
processes, and systems associated with each function. These were evaluated against two major
criteria. effectiveness and efficiency.

The present financial management organization is capable of supporting major GPO initiatives to
become more efficient. GPO's financia management organization possesses a high level of
knowledge and expertise in its staff capabilities. This capability is backed by existing business-
oriented processes, such as a comprehensive cost accounting system and a revolving fund that
provides cons derable management flexibility to undertake change and to increase efficiency.
Although there is a need for considerable modernization of systems and processes, the existing
organization has the capabilities today to support major departmental change.

To increase the effectiveness of its financial management, GPO should correct data compromises
in severa areas. Theintegrity of data captured by the time reporting system for in-plant
production (Production Operations Budgeting and Expenditures [PROBE]) is subject to
compromise by system obsolescence and by the adjustment process. GPO should¥

Replace the PROBE time reporting system with focused systems that address time and
attendance tracking, print job activity tracking, and machine usage
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Evaluate the factors contributing to the need for corrections such as inadequate shop
floor data

Evaluate the barriers that have prevented past planning efforts to replace the time
reporting system from being acted upon

Structure the planning effort to achieve the necessary change.

GPO also needs to moderni ze processes and systems to improve the efficiency of financia
management. Numerous unintegrated spreadsheets and databases are required to produce budget
documents and financia reports. To rectify this, GPO should¥

Expand the Oracle conversion beyond the general ledger to include all applicable
budgeting and accounting functionalities

Implement an executive information system to systematize reporting and
accountability for budget expenditure performance

Simplify processes and workflows as part of system upgrades.

GPO has severa basic management processes that serve cost reimbursement goals well but do not
increase operating efficiencies. Substantial resources are expended to produce, update, and
disseminate overly complex data. For both expenditure tracking against multiple annua
appropriations and rate establishment and monitoring for approximately 2,000 print activities,
significant staff and system resources are consumed in a process that produces funding tracking or
cost reimbursement, but does not address other management concerns, such as cost reduction or
greater operating efficiencies. GPO should¥a

Consider moving to an annual appropriation for Congressional Printing and Binding to
be used in the fiscal year of appropriation

Conduct an 80- 20 (Pareto) analysis to reduce pricing the number of activitiesto an
optimal level.

Rather than developing prices for in-plant production based on target costs, GPO uses
actual costs from past years. GPO would be better served if, for the development of rates and
prices for in-house printing, it developed a plan for periodic time and motion studies and statistical
analysis of production activities that meet criteria. It should then update standards based on
analyses and incorporate in price calculations.

ES.8 FINDINGS AND RECOMMENDATIONSY% INFORMATION TECHNOLOGY

Information technology (I/T) plays an increasingly important role in supporting GPO'’s
core missions. In addition to the traditional administrative functions, GPO uses I/T extensively to
support core mission functions, including in-plant production, printing procurement, and
document sales and dissemination. New information technologies (e.g., computer-to-plate
printing, electronic publishing, and Internet/World Wide Web) have revolutionized the printing
industry, creating new opportunities but also challenging old business practices. GPO facesa
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constant challenge to use new technologies to improve operations and become more efficient and
effective.

GPO’s current I/T environment is characterized by a distinct split between past and future
operations. The Office of Information Resources Management (OIRM) maintains GPO’ s legacy
business systems including a mainframe processing complex and a large inventory of extremely
old, nonintegrated COBOL applications. The Production Department operates most of the
modern I/T resources at GPO, including GPO Access and related Internet services, automated
support to the in-plant production process, and local and wide area network services. Significant
I/T capabilities also exist in the Superintendent of Documents and Printing Procurement
departments. GPO currently has approximately 240 staff dedicated to I/T functions, with the
majority located in OIRM and the Production Department. Total I/T spending in FY 97 was
about $40 million, or approximately 5 percent of GPO’s total budget.

New technology accomplishments at GPO have been significant; for example, GPO
Access is one of the Government’s largest and most active Web sites, and as mentioned previously
the CBDNet project was selected for the prestigious Hammer Award. GPO'’ s recent introduction
of the IPS and computer-to-plate printing technologies is a so representative of best practices.
Despite these successes, GPO's I/T operations are also characterized by an extremely old and
obsolete set of legacy applications, which consume a disproportionate share of resources to
maintain. Finally, management of the I/T function is lacking in several key areas, and
management reforms are needed to improve the overall GPO I/T operation.

We focused on seven key 1/T management issues (organization, Y ear 2000, management
processes, information management, electronic document management, |I/T workforce, and
information security) and compared GPO operations with best practices in government and
industry.

GPO’s I/T organization is highly decentralized with limited centralized management
leadership, coordination, or oversight. I/T operations at GPO occur at the departmental level, but
lack an effective coordination mechanism across departments. The Public Printer and Deputy
Public Printer lack the technical expertise to fulfill this requirement. Lack of central oversight and
coordination creates isolated stovepipe operations and inhibits I/T service delivery in some aress.
Poor communications between departments undermine I/T planning and technical integration.
The organizational split between OIRM and the Production Department is particularly harmful
because these major I/T operations compete for resources and do not always work together for
the common good of GPO. Thelack of an I/T strategic plan further complicates the efforts of
separate departments to work together to achieve common goals and objectives. This
organizational structure undermines GPO’s I/T operation and is inconsistent with industry and
government best practices. The basic structural flaw should be corrected if GPO wants other
aspects of the I/T operation to be fully successful. GPO should strengthen the centralized
component of its I/T organization by following government and commercial best practices,
appointing a Director of Information Technology (DIT) reporting to the Public Printer with the
same responsibilities normally assigned to a chief information officer, and developing an I/T
strategic plan.
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GPO faces substantial business risks associated with Y ear 2000 issues relating to its
mission-critical legacy systems. Most of GPO’s mission-critical business systems are functionally
and technically obsolete and have extensive Y ear 2000 compliance problems. Although GPO has
done a great deal of work addressing these problems, it is at least a year behind the Office of
Management and Budget’'s (OMB) recommended timeline, and its approach is not fully
responsive to GAO and OMB guidelines. For example, GPO management has stated their
assessment phase is scheduled for completion in July 1998, while OMB’s completion date for this
phase was June 1997. They acknowledge some of the limitationsin their Y ear 2000 plans but
firmly believe al their mission-critical systemswill be fixed on time. GPO needs to gpply a more
rigorous project management approach to its Y ear 2000 efforts and devel op and test contingency
plans for all mission-critical systems.

GPO faces many challenges in maintaining modern technical skillsinits1/T workforce.
These are the same challenges all organizations face in attracting and retaining a skilled I/T
workforce. GPO's challenges may be more difficult because of the state of their legacy systems
environment, limited job classification structures and pay scales, and lack of internal training and
career development opportunities. In this environment, GPO cannot compete effectively for
modern I/T management and technical skills. GPO should plan on outsourcing a significant
portion of its I/T operations to ensure a more reliable supply of modern technical skills. Certain
key I/T management functions need to be retained within GPO, but al other operational and
technical support functions can be outsourced.

A copy of the draft final report was provided to GPO for comment. A copy of those
commentsis provided in Appendix R of this report.
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Exhibit ES-2 presents a complete list of the Booz-Allen team’s findings and
recommendations. Refer to the complete report for further explanation and details regarding each
finding and its associated recommendation.

Exhibit ES-2
Findings and Recommendations of the GPO Audit
Finding Recommendation
Overarching

1. From the customer perspective, there appears to 1. GPO should focus its energy on creating an
be little support for eliminating GPO; there is, organizational structure that is future oriented, and
however, a strong desire on the part of customers on developing and adopting new plans and
to improve the efficiency and effectiveness of the business processes that focus more on where
organization. GPO and its customers want it to be and less on

where it has been.

2. GPO has no established strategic planning 2. GPO should institutionalize the strategic planning
process and no current strategic plan that process and link annual budgets to a published
articulates where the organization wants to be in strategic plan.
the future.
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Finding Recommendation

3. The organization of GPO is highly centralized and | 3. GPO should adopt an organization model that
does not facilitate communication across reduces the number of senior executives reporting
functional areas. directly to the Public Printer, empowers senior

managers to make decisions, and provides easy
and effective communication across functional
areas.

Marketing, Sales, and Distribution

1. GPO'’s customer service account representatives 1. GPO should revitalize customer service and
are inadequately trained, understaffed, and lack reengineer the approach to customer
adequate tools to improve and strengthen GPO’s communications.
relationship with Federal agency printing
customers.

2. GPOQ'’s Customer Services operation has little 2. GPO should create a focused marketing and
marketing or business development under way. business development group under the leadership

of a trained marketing professional.

3. The retail document sales program could be 3. GPO should continue with steps to modernize its
outsourced, privatized, or remain with GPO. retail sales operation, but Congress should

determine the long-term, viable direction for GPO’s
retail sales operation.

4. The lack of a strategic plan has left the retail sales | 4. The retail sales operations should evolve a
operation without a shared vision to guide strategy from a planning process directly linked to
management’s efforts to serve its customers while an overall GPO plan.
remaining financially viable.

5. The current structure of the Superintendent of 5. The SupDocs organization should be streamlined
Documents organization is excessively complex to more efficiently accomplish its stated mission
with too much functional redundancy. and goals.

6. As currently configured and staffed, the retail sales | 6. GPO should proceed as planned with the
central order processing operation suffers from implementation of the IPS software system, but it
numerous problems and requires a complete should also institute a rigorous customer service
overhaul. performance measurement program and develop

and execute a new streamlined staffing plan for the
Central Order Division.

7. The implementation of GPO’s long-awaited IPS in | 7. GPO should proceed with IPS implementation but
spring 1998 offers the potential for dramatic develop and implement a new staffing plan to
productivity improvements in order processing and capitalize on the productivity improvement
inventory management. potential inherent in IPS.

8. GPO has established cooperative distribution and | 8. GPO should be more proactive in seeking
marketing initiatives with various public and cooperative ventures to package, promote, and
private sector organizations to achieve expanded sell its publications.
distribution of its published products.

9. The process for selecting, pricing, and promoting 9. GPO should revamp the process for selecting,
products for the retail sales program is inefficient pricing, and promoting products.
and poorly coordinated.

10. GPO'’s Internet Web site, GPO Access, has 10. GPO should continue with its efforts to place more
become a primary source for free public access for documents on its GPO Access Web site and, if
Federal Government documents. necessary, seek additional funds from Congress to

expand this program.

11. Although sales of printed documents have 11. GPO should accelerate its product development

declined, the sales of information products in
electronic format have risen dramatically.

and marketing efforts in the electronic products
area and modify its accounting practices to show
how sales of these products have increased.
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Finding

Recommendation

12.

Through more effective use of delivery services,
GPO has reduced the postage cost for shipping
documents to customers from an average of

24 percent of sales to 16 percent, saving at least
$5 million in FY 97.

12.

GPO should explore the possibility of adopting the
common practice among mail-order operations of
charging an additional standard shipping and
handling fee to the customer’s invoice.

13.

GPO's aggressive actions to eliminate excess,
obsolete, and unsalable stock during the past

2 years has freed up about 25 percent of the floor
space at Laurel, making it possible to proceed with
consolidation from other locations.

13.

GPO should take action to reduce its supply of
paper stock and other materials at the Springbelt
Warehouse in anticipation of an eventual
consolidation of the warehouses into a single
location. GPO should dispose of or sell excess
material handling equipment at the Laurel
Warehouse.

14.

Even though the overall shipping and receiving
volume has declined by 34 percent during the last
2 years, the staff at the Laurel Warehouse has
decreased by only 13 percent (from 160 to 140
staff).

14.

GPO should further adjust staff through
reassignment or attrition to levels more in keeping
with current and projected workload.

15.

Storage rates charged to agencies for their
consigned publications and periodicals have not
been updated since FY 92, and reporting
discrepancies exist on the number of pallet spaces
and bins that should be charged for agency
consignment.

15.

GPO should reconcile the number of available

and assigned storage spaces (pallets and bins),
and review and adjust as necessary the storage
rates charged to the agencies.

16.

Some GPO bookstores have developed a niche by
recognizing the needs of their local markets and
capitalizing on them through creative marketing.

16.

GPO needs to institutionalize the process of
fostering and sharing innovative, local, market-
specific initiatives among staff managing the retail
book stores.

17.

About 60 percent of stores’ revenue is generated
through mail and telephone orders, raising
questions about the need for stores.

17.

GPO should develop a mechanism to track sales
based on the origin of the order and perform a cost
and benefit analysis of the bookstores.

18.

Although GPO'’s bookstores are financially viable
as a group, some are unprofitable and most fall
short of industry performance standards.

18.

After a thorough review, GPO should close or
relocate all stores with unprofitable futures and set
up a performance measurement system to closely
monitor the performance of all open stores.

19.

Little standardization of practices exists across
stores, and most stores lack the basic necessities
to achieve their true market potential.

19.

GPO Headquarters should support the bookstores
with the necessary resources and guidance to
maximize their revenue potential.

20.

FDLP’s mission is well defined and includes a
specific set of goals addressing the increasing
amount of government information available in
electronic formats.

20.

GPO should refine the goals of the FDLP to
include target dates for completing the transition of
the FDLP to a more electronic basis.

21.

GPO has begun partnering with several institutions
to share the burden of preservation and
dissemination of government documents and to
ensure public access to government information in
electronic formats.

21.

GPO should develop additional depository
partnerships with libraries and other government
agencies.

22.

The FDLP is well managed, provides a valuable
public service, and is respected by the library
community. Constituency support, including the
support of the American Library Association and
depository librarians, enhances FDLP’s ability to
conduct its mission.

22.

GPO should expand marketing efforts to all
potential stakeholders.

23.

Opportunities exist to reduce staff in the Library
Programs Service through consolidation.

23.

GPO should consolidate functions and reduce staff
as necessary to address the duplication of efforts
in the library program and the retail sales
operation.
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Finding

Recommendation

24,

The roles for the preservation of electronic
documents are ill-defined, leading to gaps in the
information available to the public and potential
problems for permanent access to government
information.

24. GPO should continue to pursue changes to Title
44, which require government agencies to provide
all documents to the FDLP.

25.

The existence of “fugitive” documents undermines
the public’s ability to access government
information.

25. GPO should hold an information campaign to
make agencies aware of their compliance
responsibilities.

26.

FDLP staff are insufficiently trained, thus impeding
the transition to a more electronic FDLP.

26. GPO should endorse a training plan to manage
FDLP participants’ changing roles and provide
managers with more authority over personnel
decisions affecting their areas.

27.

Problems with the acquisition, classification,
ordering, and production processes leave
numerous opportunities for human error.

27. GPO should institute a formalized quality control
system to improve FDLP processing activities.

Procured Printing Services

1. The PPD’s operations nationwide do not generate 1. PPD must capitalize on opportunities to increase
sufficient revenue to cover its total cost allocation. revenue and decrease cost.

2. Workload trends for the PPD indicate that breaking | 2. GPO should establish a pricing structure that more
even under the current pricing structure is realistically addresses the cost of operations.
becoming increasingly difficult.

3. The PPD's hierarchical structure appears geared 3. GPO should reorganize the PPD to eliminate
to justifying positions as opposed to efficient current inefficiencies and increase customer focus
management and optimum utilization of resources. and communication.

4. The PPD is running on tradition and experience, 4. The PPD’s management should begin now to
supplemented by pockets of energy and establish a vision for the PPD and to develop plans
enthusiasm, not by management and leadership to ensure that the PPD can continue to operate as
that focus on strategic planning or process a viable entity.
improvement.

5. The PPD’s personnel attrition will affect the 5. Staffing skills and levels should be reviewed and
department’s ability to accomplish its mission if plans should be prepared to properly manage
corrective action is not adequately planned and personnel attrition and workforce transition.
implemented.

6. GPO PPRs have not kept pace with 6. Printing procurement regulations and procedures
governmentwide initiatives to streamline need to be revised to allow quicker, less costly
acquisitions and emphasize commercial practices; processing of small dollar value orders and to
the PPRs require major revisions. improve overall efficiency and effectiveness within

the department.

7. GPO’s procurement processes require automation | 7. PPD should make a significant investment in
to reduce time and cost. automated tools and processes to more efficiently

manage printing procurement actions.

8. GPO’s vendor database, as currently maintained, 8. GPO should maximize the online availability and
is of limited value and use by procurement impact of using past performance data.
specialists.

In-Plant Production

1. Production has established important information 1. GPO should leverage knowledge gained through
access and dissemination systems and internal I/T accomplishments in the development
capabilities. of an in-plant information technology plan.

2. The Production Department is implementing 2. GPO should use the experience gained in CTP

industry state-of-the-art printing technology,
computer-to-plate (CTP) to improve quality and
throughput and reduce operating costs.

implementation to guide other technology
acquisition and process improvement initiatives.
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leads to inefficiencies in its function. The
development of the intranet is a positive first step
toward improving communication and
effectiveness.

Finding Recommendation

3. The Production Department consistently meets a 3. GPO should combine lessons learned from

demanding congressional production schedule. Congressional Printing Management Division with
customer-focused marketing strategies to
continuously improve overall customer service.

4. In-plant batch processing focus does not promote | 4. The Production Department must break down
cross-functional knowledge sharing, accountability, functional stovepipes to establish cross-functional,
or effective communication. process-focused operations.

5. Current in-plant organizational structure impedes 5. GPO should realign the organizational structure to
production efficiency. integrate production-related services, and

streamline Production Department divisions to
improve in-plant operations.

6. In-Plant Production does no strategic 6. GPO should develop an in-plant strategic
manufacturing planning. manufacturing plan.

7. GPO in-plant does not effectively use systematic 7. GPO should improve in-plant performance by
manufacturing approaches to control process combining existing craft-based knowledge with
capability, quality, and cost. systematic manufacturing methods.

8. Existing information management systems fail to 8. The Production Department needs to improve
provide the types of information needed for information management capabilities in next-
accurate process planning, control, and generation systems.
improvement.

9. Paper-based production information is poorly 9. GPO should evaluate information needs and
structured, disseminated, and controlled. ensure that consistent and accurate information

reaches the right users at the right time and
facilitates proactive management of the production
process.

10. Production lacks consistent methods to properly 10. Production must take aggressive action to
select, train, promote, and retain personnel in adequately recruit, train, and retain staff in critical
critical skill areas. skill areas.

11. GPO'’s large diverse paper inventories require 11. GPO should improve inventory management
large amounts of warehouse space, multiple practices by reducing ordering and carrying costs.
suppliers, and a complex paper procurement
process.

12. In-Plant Production has operated at a financial 12. GPO should improve financial performance by
deficit during the period FY 93 to FY 96, earning a reducing costs and improving operational
profit in FY 97. performance.

13. There is interest among commercial printers to 13. GPO should conduct an outsourcing study to more
produce the Congressional Record. accurately assess the feasibility of outsourcing the

Congressional Record.
Human Resources

1. To alarge extent, the personnel function responds | 1. GPO should implement a human resources
reactively to problems. There is no strategic plan, strategic plan and partner with line managers.
and many opportunities for preventing problems
and preparing the workforce for the future are not
being seized.

2. The Office of Personnel maintains an inventory of | 2. GPO should review existing personnel instructions
written instructions for implementing effective and implement policies and programs that address
human resources programs, but there is a lack of the goals and priorities outlined in the new
consistency and accountability in their application. strategic plan for human resources.

3. The lack of automation in the Office of Personnel 3. GPO should implement an automated human

resources information system that integrates
personnel-related functions and provides improved
functionality.
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Finding Recommendation

4. There are insufficient opportunities and vehicles 4. GPO should implement strategies and tools to
for effective organizational communication at ensure sufficient inter- and intra-organizational
GPO. communication throughout GPO.

5. GPO’s aging workforce leaves the agency at risk 5. GPO should implement a system for transferring
of instability and loss of organizational knowledge. organizational knowledge to help ensure a smooth

and effective succession planning process.

6. The Position Management Branch lacks the 6. GPO should prioritize proactive activities in the
resources necessary to ensure effective position Position Management Branch and increase the
management across GPO, causing it to be accountability of supervisors and managers to
reactive. ensure effective position management.

7. The lack of formal workload and staffing analyses | 7. GPO should conduct formal workload and staffing
at GPO leads to inconsistencies in the amount of studies and promote cross-training opportunities to
work required across different departments/ ensure appropriate distribution of work across
services. GPO.

8. GPO supervisors and managers do not have the 8. GPO should increase the authority of managers
authority to make critical and timely personnel- and supervisors to make critical and timely
related decisions. personnel-related decisions.

9. GPO's use of formal and informal teams provides | 9. GPO should capitalize on successes realized from
examples of success. past team efforts and seize opportunities to

implement team-based work units to improve
communication and agency effectiveness.

10. The lack of standardization of GPO'’s recruitment 10. GPO should standardize recruitment and selection
and selection process places the agency at risk for processes and ensure consistent application
complaints of employment discrimination and through communication and training.
unfair treatment.

11. The rating and ranking panels, which provide 11. GPO should conduct ongoing assessments of the
opportunities for employee involvement and role and effectiveness of the rating panels.
accurate selection decisions, are not being used in
a consistent and effective manner.

12. The Office of Personnel is not strategically 12. GPO should develop a long-term strategy for
involved in staffing decisions. recruiting and staffing, including a succession

plan.

13. GPQO’s compensation program consists primarily 13. GPO should consider implementing a pay-for-
of base pay and merit increases. No major performance compensation plan with a variable
component considers individual employee component to reward and recognize employee
performance. performance.

14. A majority of GPO employees are satisfied with 14. GPO should conduct a formal benchmarking or
their base pay packages. best practices study regarding the compensation

practices of other manufacturing organizations in a
unionized environment.

15. There are no clear and measurable performance 15. GPO should clearly define performance objectives
standards for work areas, departments, or and corresponding standards for all work areas
services. and departments/services.

16. Employees are not provided incentives for 16. GPO should provide incentives to reward and
achieving individual or organizational performance recognize outstanding performance. GPO should
standards. reinstitute performance awards and the Incentives

and Awards Recognition System.

17. The performance appraisal process does not serve | 17. GPO should improve the performance appraisal

its purpose of recognizing high performers,
identifying the development needs of employees,
and providing career progression opportunities.

process to make it a better indicator and motivator
of high performance.
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Finding

Recommendation

18.

In general, the provision of training at GPO is
reactive rather than strategic.

18.

GPO should reinstitute a strategic training needs
assessment with an annual review to identify
current competencies of staff, needed
competencies, and appropriate training
interventions.

19.

Supervisory and management training is not
provided on a routine basis, which results in
decreased morale and the risk of violation of
employee rights.

19.

GPO should reinstitute mandatory training for
supervisors, managers, and executives, including
guidance on Employee Relations and Equal
Employment Opportunity issues.

20.

The Training and Career Development Branch
lacks sufficient financial resources and personnel
qualifications to meet GPO'’s training needs.

20.

GPO should allocate the resources and personnel
that the Training and Career Development Branch
must have to play a major role in developing
needed skills among GPO’s workforce and be
positioned to meet the challenges of developing
future capabilities.

21.

Despite a few effective training practices, adequate
training is generally unavailable to the majority of
GPO employees.

21.

GPO should increase access to training by
updating course offerings and delegating approval
authority to managers.

22.

Lack of training in labor relations and employee
relations leaves the agency at risk of violating
employees’ rights under the existing union
contracts.

22.

GPO should reinstitute the employee relations
training for supervisors.

23.

Effective formal communication between labor and
management has led to successful outcomes.
Little informal communication occurs between
labor and management outside that required for
negotiation of high-impact issues.

23.

GPO should develop systematic ways to increase
communication between labor and management.

24,

Labor and Employee Relations takes an overall
reactive stance when dealing with disciplinary
issues.

24,

GPO should adopt a proactive Labor and
Employee Relations stance to address repetitive
disciplinary issues.

Financial Management

1. The Office of Budget Personnel have a high level No recommendation.
of subject matter expertise.

2. Budget formulation is not linked to a formal, 2. GPO should implement a systematic strategic
comprehensive strategic plan. planning process that provides the basis for

current-year operating and capital investment
budget requests.

3. Functional managers are not systematically held 3. GPO should implement an executive information
accountable for budget expenditure variances. system that provides disciplined reporting and

variance analysis response accountability.

4. Substantial resources are expended to produce, 4. GPO should evaluate costs and benefits of data
update, and disseminate overly complex data. precision relative to actions that can be taken.

5. Prices for in-plant printing reflect “as-is” costs 5. GPO should evaluate data used for standard price
rather than “should-be” rates. calculations and incorporate periodic work

measurement studies.

6. The basis for allocating labor and other costs for 6. GPO should evaluate more quantifiable processes
organizations that charge to more than one to measure actual costs that will produce more
funding source cannot be substantiated. accurate and auditable results.

7. Numerous unintegrated spreadsheets and 7. GPO should implement an integrated online
databases are required to produce budget accounting and financial reporting system.
documents and reports.

8. Office of Comptroller personnel have a high level No recommendation.

of subject matter expertise.
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Finding Recommendation

9. Separate budget and comptroller organizations 9. GPO should create a Director of Finance position

hinder effective communication. to provide unitary accountability for the spectrum
of planning, financial management, and pricing
functions.

10. The integrity of data captured by the time reporting | 10. GPO should replace the PROBE system with
system for in-plant production is subject to focused systems that address time and attendance
compromise by system obsolescence and by the tracking, print job activity tracking, and machine
adjustment input process. usage.

11. Some inaccuracies in billing to customers have 11. GPO should strengthen internal controls and
been documented. implement a quality control program for billing.

12. Cost allocation methodologies are based on 12. GPO should revise cost allocation methodologies
traditional measures. to more closely reflect present-day operating

conditions.

13. Numerous unintegrated spreadsheets and 13. GPO should implement an integrated on-line
databases are required to produce financial accounting and financial reporting system.
statements and reports.

14. Some financial systems are not adequately 14. GPO should complete the documentation of
documented. financial systems and update documentation

where appropriate.

15. GPO's business-oriented financial systems make 15. No recommendation.
substantial contributions to managing product line
operations.

Information Technology

1. GPO has successfully implemented new I/T 1. GPO needs to leverage its I/T strengths as it
capabilities in many parts of the organization. prepares for the future.

2. GPO’s IIT organization is highly decentralized with | 2. GPO should strengthen the centralized component
limited centralized management leadership, of its I/T organization by following government and
coordination, or oversight. commercial best practices.

3. GPO faces substantial business risks due to Year | 3. GPO needs to apply a more rigorous project
2000 issues relating to its mission-critical legacy management approach to its Year 2000 efforts.
systems.

4. GPO lacks consistent I/T management processes. | 4. GPO should reengineer key I/T management
processes, drawing on government and
commercial best practices.

5. Information management capabilities are inhibited | 5. GPO needs to improve information management

by GPO legacy systems. capabilities in its next-generation systems.

6. GPO’s continued reliance on XYWrite software for | 6. GPO should continue working closely with
electronic document management frustrates many congressional SGML and electronic document
congressional users, but the solution to this management initiatives while beginning to develop
problem does not lie solely with GPO. its own SGML capabilities.

7. GPO faces many challenges in maintaining 7. GPO should plan on outsourcing a significant
modern technical skills in its I/T workforce. portion of its I/T operations to ensure a more

reliable supply of modern technical skills.

8. GPO's information systems security program has 8. GPO needs to strengthen its information systems

been undermined by staff reductions and budget
cuts.

security program.
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1. INTRODUCTION

The Legidative Branch Appropriations Act for Fiscal Year (FY) 1998 (P.L. 105-55)
required the General Accounting Office (GAO) to conduct a management audit of the U.S.
Government Printing Office (GPO). The accompanying Conference Report (H.R. 105-254)
instructed the GAO to make extensive use of outside consultants to accomplish this audit. In
December 1997 the GAO selected on a competitive basis Booz-Allen to conduct this audit.

The audit was commissioned to provide, at a minimum, an objective evaluation of specific
activities with recommendations that will improve the efficiency and effectiveness of GPO. The
Conference Report specifically stated that the audit * should not be encumbered by presupposing
that GPO’ s current operations, including in-house printing on the Congressional Record and
other resource intensive congressional and executive branch publications and operating with three
shifts, cannot be changed.”

The audit called for us to address six specific areas.

1. Superintendent of Documents Sales Program—A ppropriateness and adequacy of the
policies and procedures involved in the management of publication inventories

2. Printing Procurement Program—Adequacy and effectiveness of the program’s
organization, operation, staffing, marketing, financing, procedures for contracting for
printing services from private vendors, and the process for determining charges for
printing and other services provided to Congress and executive branch agencies

3. In-Plant production—Ways to improve efficiency and cost effectiveness of the
program, particularly its organization, mix of products, management, staffing, and
processes for determining charges for printing and other services provided to Congress
and the executive branch agencies

4. Personnel—Adequacy and appropriateness of personnel matters including training,
deployment, and supervisory structure

5. Budgeting, accounting, and financia reporting systems—Adequacy and completeness
of methodology, presentation, clarity, reliability, and ease of interpretation of these
systems

6. Financia and other management-related observations and recommendations identified
during the audit of GPO’s consolidated financial statement for the year ending
September 30, 1995—Status of GPO’ s actions regarding the observations and
recommendations.

1.1 BACKGROUND

Title 44, United States Code (U.S.C.), and other laws and regulations determine the
mission of the GPO. According to recent testimony of the Public Printer, the mission of GPO
under these laws isto “fulfill the needs of the Federal Government for information products and
to distribute those products to the public.” A more definitive statement was published in 1991
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and again in 1993 when GPO initiated its short-lived strategic planning initiative. The mission as
stated then was—

To assist Congress and the Federal agencies in the cost-effective creation and
replication of information products and services, and to provide the public with the
most efficient and effective means of acquiring Government information products
and services.

This mission is consistent with the intent of Congress when it established the Government Printing
Office under Congressional Joint Resolution 25 dated June 23, 1860. GPO began operations on
Inauguration Day, March 4, 1861.

GPO isuniquein that it belongs to the legidative branch of government but works for
both the legidative branch and executive branch agencies. It must function in an environment
where not only do the two branches of government have their own legal interpretations of
Title 44, but GPO has no power to enforce the details of Title 44. GPO is aso unique in that the
Joint Committee on Printing (JCP) serves asits board of directors exercising a great deal of
power over what GPO can and cannot do.

An additional unique characteristic of GPO is the composition of the workforce.
Thirteen unions represent the majority of GPO workers. The unions negotiate salaries and benefits
for the employees and directly affect policy decisions and operating procedures within GPO. It is
not a homogeneous workforce and it is structured neither like atypical government agency nor a
commercia industrial plant.

This combination of characteristics—charter, customers, workforce, and governance—
make GPO a complex organization and unique among agencies of either the executive or
legidative branch.

Although the printing of government documents can be traced back to colonial times,
prior to 1860 printing was performed solely by the private sector with no checks and balances on
printing contracts. Asaresult, graft and corruption were a normal part of doing business. GPO
was established as part of an attempt to reduce the cost of printing to the Government and
eliminate waste, fraud, and abuse in obtaining printing services for government documents.

GPO demonstrated early that it could save the Government money in printing services,
and athough it grew dowly in size, by 1977, GPO had grown to amost 7,700 employees. Over
the years, its relationship with Congress reflected a constant struggle between the Public Printer,
who wanted to modernize plant and equipment, and the congressional committees, which were
concerned about high costs and high wages.*

! For amore detailed historical discussion of GPO, see United States General Accounting Office, Government
Printing Office: Monopoly-Like Status Contributes to Inefficiency and I neffectiveness, Report No. GAO/GGD-
90-107 (September 1990).
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This struggle continues today. Congress, primarily through the JCP and the Legidative
Sub-Committees of the Appropriations Committees, continues to pressure GPO to reduce costs,
reduce the size of the workforce, and provide more effective and efficient services. Since 1977,
the workforce at GPO has decreased from 7,676 Full Time Equivalents (FTE) to 3,599, a
decrease of 53 percent. Although the decline has been continuous over that 20-year period, the
greatest decline in any 5-year period occurred from 1992 to 1997 when the workforce declined by
25.5 percent. During that same 5-year period, however, the cost per FTE decreased in real terms
from $250,000 in 1992 to $212,000 in 1997, area decrease of 15 percent. Thus although
Congress has seen a steep decline in the workforce size, the rea cost of operations per employee
has not declined as steeply. This can be attributed to severa factors including the following:

The increasing seniority of the workforce

GPO’s inahility to decrease the overhead cost pool as quickly as it reduces the size of
the workforce

The failure to significantly reengineer GPO operations as the amount of work and the
workforce size declined.

Congressis currently revising Title 44, the governing legidation for GPO. The
Committees solicited comments from the Public Printer and others on changes they would
recommend to the current law. Congress aso instructed that the GAO commission an audit of
GPO to develop recommendations that will improve the efficiency and effectiveness of GPO
operations. Booz-Allen & Hamilton conducted this audit with the full cooperation of the GAO
and GPO.

1.2 METHODOLOGY

This subsection describes the organization of the Booz-Allen audit team and the approach
we used in conducting the audit.

1.2.1 Audit Team Organization

Initially, we organized the audit team into five sub-teams that were closely aligned with
the audit requirements, as shown in Exhibit 1-1.

Exhibit 1-1
Integrated Teams and Activities

Sales and | Contracting and Financial
Marketing Procurement Production Personnel Management
GAO Specified Activities Team Team Team Team Team

Sales Program ° ° ° °
Printing Procurement Program ° ° ° °
Production ° ° °
Personnel ° ° ° °
Budgeting, Accounting, FM ° ° ° °
Systems
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Sales and | Contracting and Financial
Marketing Procurement Production Personnel Management
GAO Specified Activities Team Team Team Team Team
Audit ° ° ° ° °

There were three operationa teams—the sales and marketing team, the in-plant
production team, and the printing procurement team. There were aso two functional teams—the
personnel team and the financial management team. The functional teams were matrixed with the
operational teams to ensure that personnel and financial issues were considered in each of the
functional aress.

Information technology (I/T) was not explicitly called out for analysisin the charter for the
audit. Our initial approach wasto consider I/T in the context of the other teams, because it was
not the responsibility of any one organization within GPO. However, as we progressed in the
study, it became clear that the issues associated with I/T were GPO-wide issues and a separate
Booz-Allen team could best treat these issues. This team was also matrixed with each of the
operational teams to ensure that all I/T issues for these functiona areas were captured.

Many of the issues raised in the September 30, 1995, financial audit of GPO pertained to
the operational and functiona areas where our teams were focusing. Rather than establish a
separate team to focus explicitly on these issues, we examined them in the context of our
management audit of the operational and functional areas.

1.2.2 Analytical Approach

In conducting this audit, we employed the eight-step analytic approach shown in
Exhibit 1-2 and described below:

Step 1 was aliterature review that examined GPO’s mission, charter, goals, and
audits. Thisreview focused on the legidation from which GPO’s mission and
responsibilities are derived. We looked at internal documents relating to the mission
that specified the goals and objectives of the organization. Because of the voluminous
amount of material that we had to examine in the short period of time available, we
generaly limited the review to the last 5 years. Also, we reviewed any internal and
external audit reports that were completed over the past 5 years. See Appendix A for
alist of documents reviewed.
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Exhibit 1-2
Booz-Allen Analytical Approach Structure

Step 1:

Review GPO mission, charter, and goals, and audits

—»>

Step 2:
Identify actual processes, products, and attributes

D Step 3:

Perform detailed analysis of key processes and attributes

Step 4:

Evaluate the effectiveness of key processes and
_> attributes and the performance indicators associated
with each

Step 5:
—> Compare processes and organizational attributes with
best practices

. Step 6:

Evaluate organization and structure versus processes

[I Step 7:
Identify ~ GPO successes and the reasons for success

Step 8:
—> Develop findings and recommendations that will lead to
a more competitive posture and performance

Step 2 consisted of a series of interviews and focus groups with GPO staff and
customers covering each of the operational and functional areas. These were held to
allow us to determine the processes and attributes of each of the major activities. We
were particularly interested in determining the key processes and attributes that were
the drivers of the organization and therefore would require more detailed analysisin
later steps. We conducted interviews and focus groups with external stakeholders, the
customers of GPO. Specifically we met with representatives of the executive branch
agencies and with staff of the committees and officers of the House and Senate. We
were particularly interested in learning which GPO services they valued the most and
which GPO services and processes they thought could be improved.

Step 3 consisted of an analysis of the key processes and attributes identified in Step 2.
In this step we developed the “asis’ process flow diagrams and validated them with
the staff in the operational and functional areas at GPO. We aso conducted a survey
to gather information for further analysis. The survey was distributed to a
representative sample of all GPO employees including GPO executives. In this step
we began to develop the links between key processes and attributes that could lead to
amore effective and efficient organization.

Step 4 evauated the effectiveness of key processes and attributes. We examined these
with respect to five characteristics—quality, service, technology, innovation, and cost.
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This step became the foundation upon which some of the findings and
recommendations were developed in the last step.

Step 5 compared the key processes and attributes with “best practices.” We identified
“best practices’ in both the government and commercial sectors and compared these
with GPO practices. Rather than apply “best practices’ arbitrarily to GPO, we
weighed the appropriateness of these practices against GPO’ s mission and operations.
Based on this analysis, we devel oped appropriate “to be” processes.

Step 6 was an evaluation of the organization structure versus processes. Specifically,
we wanted to determine whether the organization as it exists supports the “to be”
processes. Where it did not support these processes, we recommended a change to
the organization structure based on “best practices’ in either the government or
private sector.

Step 7 was an analysis of those areas where GPO has had proven successes. We
wanted to determine the characteristics of those successes and how the lessons learned
from them could be applied to other parts of the organization. We also wanted to
identify those processes or practices that could serve as “best practices’ for others.

Step 8 developed the findings and recommendations that will lead to a more efficient
and effective GPO. These were developed based on the work completed in Steps 1
through 7 and reflect not only areas where GPO can improve its operations, but also
those areas where they have had successes. In addition to findings and
recommendations for each of the operational and functional areas, we devel oped
findings and recommendations that pertained to the organization as a whole based on
the analysis of al of the teams.

Much of the work in each of these steps was done concurrently. We conducted weekly
reviews of each team’s efforts to ensure that our work was fully coordinated. These reviews
included representatives from GAO. In addition, we provided GAO with formal program reviews
in late January and early March. The remainder of this report reflects the analysis we conducted.

FINDINGS AND RECOMMENDATIONS

The approach we took to arrive at our findings and recommendations was a bottom-up
approach. In the course of our analysis some issues arose that affected the organization as a
whole. These we referred to as overarching issues because, by their nature, they affect the entire
organization. These issues dealt with the future of GPO, the overall organization of GPO, and the
lack of strategic planning within GPO. The following findings and recommendations address
these issues.

Finding 1. From the customer perspective, there appears to be little support for
eliminating GPO,; there is, however, a strong desire on the part of customers
to improve the efficiency and effectiveness of the organization.

We conducted focus groups with congressional and executive branch representatives who
are regular users of GPO services. The congressional focus group consisted of
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representatives of the offices of the officers of the Senate and the House, representatives
of the Appropriations and other committees, and representatives of congressional
agencies. These are primary users of GPO'’ s in-plant production capability. There was
unanimous agreement in this focus group that the Congress needed a printing capability
over which they felt that they had control. The in-plant production capability of GPO
serves this function today.

Cost of printing services is not the most important factor to Congress. Rather, Congress
is more concerned with the timeliness and quality of the printed product than they are with
the cost. Thisis consistent with the way that in-plant production operates. It isset up to
meet the needs of Congress. The highest priority of the in-plant production team isto
deliver the Congressional Record to the Congress by 11:00 am. each morning that
Congressisin session, regardless of when they receive input from Congress or the amount
of input. Some part of the Record will be delivered on time.

There are areas where Congress believes that GPO can improve: They do not always
understand what they pay for GPO services; they do not always get the quality people
from GPO that they would like; and they do not understand why GPO does not adapt
better to congressional standards for word processing software. But the bottom lineis
that they want GPO available to them when they want them. However, they also want
them to be more efficient and effective.

Similarly, when we met with representatives from the executive branch agencies, we found
universal support for printing procurement services that GPO provides. Approximately 75
percent of the printing and information products requisitioned from GPO are contracted to
the private sector and the majority of these are for the executive branch agencies. These
agencies viewed this service that GPO provides as an example of “government at its best,”
and none of them felt that they wanted to or could do this function better than GPO.
There were changes that they would like to see in the program, including more use of
direct term deal contracts and changes in the pricing structure, but there was no support
for eliminating GPO or the service GPO provides to these agencies.

Disseminating government information to the public as an inherent government
responsibility. We found no evidence that people believe otherwise. Thereis strong
support for the Federal Depository Library Program and increasingly making government
information available electronically, free of charge, over the Internet. Disseminating
information will remain a GPO responsi bility—how that information is disseminated and
the cost of that dissemination continue to be topics of discussion.

Recommendation 1. GPO should focus its energy on creating an organizational
structure that is future oriented, and on developing and adopting
new plans and business processes that focus more on where GPO
and its customers want it to be and less on where it has been.

Senior leadership at GPO indicated that the focus of GPO during the past 5 years has been
on providing its services to customers while managing a 25 percent reduction in its
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workforce. Energy was directed more toward defending against the threat of elimination
than planning for the opportunitiesin the future. The strategy employed by the leadership
was more reactive than proactive.

Although there will be continued pressure on GPO to become more efficient and effective
in delivering its services, and this may include further reductions in the workforce, GPO
should adopt a more proactive strategy. Specifically, GPO should implement a rigorous
strategic planning process, reengineer its core business processes, and establish an
organization that supports the vision that GPO has for the future. The leadership should
focus its energy not on ensuring that GPO survives, but rather on what GPO should bein
the future.

Finding 2. GPO has no established strategic planning process and no current strategic
plan that articulates where the organization wants to be in the future.

The history of strategic planning at GPO does not provide an encouraging picture. In the
mid-1970s, GPO established an agency-wide planning process that involved key GPO
officials. Although the process continued for several years, it was not sustained and died
in the 1980s. In its September 1990 report, Government Printing Office: Monopoly-Like
Satus Contributes to Inefficiency and I neffectiveness, the GA O recognized that GPO
began developing a new strategic planning process in 1989 and recommended that GPO
strengthen its strategic planning process. In December 1991, GPO published a strategic
plan titled GPO/2001: Vision for a New Millennium. Thiswas followed in January 1993
with a strategic outlook titled GPO Moving Forward in the Electronic Age. Thiswas the
last strategic document published by GPO about GPO and its future.

The following issues regarding strategic planning raised by the GAO in its 1990 report are
still issues today:

Past attempts at strategic planning have been unsuccessful
Planning process lacks direction from top management
Key players need to participate in the planning process
Strategic planning should drive budget development.

Without a strategic plan for the organization, there is no context in which to develop
strategic plans for the functional areas such as information technology, human resources,
and capital investment. Furthermore, planning then tends to be driven by the budget,
where the planning horizon is 1 year. As stated in the 1990 GAO report, strategic
planning should drive the budget.

GPO senior management recognizes that they need to reestablish a strategic planning
process. They recently sent aletter to the JCP indicating that they wished to move
forward with thisinitiative.
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Recommendation 2. GPO should institutionalize the strategic planning process and link
annual budgets to a published strategic plan.

The strategic planning process focuses an organization on the future. It reflects the “best
practices’ of organizations facing challenges similar to those GPO faces. It provides a
logical, sequential process for GPO to plan its future requirements. The process begins
with the mission of GPO today and a vision of where it wants to be in the future. Key to
the process is identifying success factors that will allow GPO to achieveits vision and
overcome its challenges. Exhibit 1-3 depicts the strategic planning process that we

recommend.
Exhibit 1-3
Strategic Planning Process
TODAY FUTURE
ENDURING
Top Mission - Mission
Down ;I PURPOSE
WHAT IS P WHAT NEEDS TO BE

Critical Elements/Critical I
Success Factors

Y

Strategic Planning Process |

" Planning Trends and
Most Probable Scenario

yn

Critical Success
Factors

Strategies

IA

Work Planning

The first step in the strategic planning process is to validate the mission statement and
develop avision statement of what needs to be. The mission statement is a statement of
“what is’—what GPO is doing to provide service to its customers. Validating the mission
statement requires the management to critically compare what GPO is actually doing with
what the existing mission statement says it should be doing. The vision statement captures
GPO'’ s leadership’ s thoughts on what is required of GPO as it moves into the future. The
vision statement may reflect the current path or it might reflect a new direction based on
environmental trends that affect GPO. It must be a clear statement of purpose because it
isthe link between where GPO is and where it will be in the future. Without a clear
vision, it is difficult to construct a credible strategic plan that encourages “buy-in” from
both people within GPO and customers outside of GPO.
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GPO also needs to define the critical success factors necessary to meet its future vision.
Defining the critical success factors early in the process allows GPO to develop a plan that
it can execute. For GPO some of these critical success factors might be—

Freedom to manage the workforce to a budget level rather than to an FTE level

Willingness of the key customers—Congress and executive branch agencies—to
participate in the strategic planning process

Willingness of Congress to invest in new capital that will allow GPO to exploit
new technology.

Equally important, however, GPO must identify challenges as part of this process.
Challenges are the known factors that must be overcome to achieve avison. Some of
these might include—

Willingness of the workforce to embrace new processes and new technologies
Political pressure to retain operations at locations that are operating at losses

Increasing trend among executive branch agencies to provide or procure their own
printing services.

A key part of the processisto identify specific goals and objectives to address the
identified obstacles and impediments. Goals GPO establishes should support and help
achieve the vision, should be realistic but challenging, and should serve as steps toward
getting where GPO expects to be at the end of the plan. The objectives should be
intermediate tasks that, when taken together, allow those responsible for providing GPO’s
services to accomplish the goals. Finally, a series of actions necessary to accomplish the
objectives or tasks should be identified and incorporated into the implementation plan.

The environment in which GPO works and will work in the future provides the backdrop
against which it should develop its goals and objectives for the strategic plan. The
environmental analysis should be conducted from three perspectives:

Current environment—a snapshot of the political, technological, and business
environments in which GPO operates

Current trends—an analysis of the direction that relevant elements of the current
environment have been taking over the past severa years and an assessment of the
likelihood that these trends will continue

Future drivers and trends—an evaluation of what the critical elements of the
environment will look like in the time frame over which the strategic plan will be
operative.

Changes in the environment that do not have an effect, direct or indirect, on the key
functional areas should not be considered part of the environmental analysis. One key

1-10



BOOZALLEN & HAMITON

aspect of the environment that must be considered is the financial aspect. Failure to
correctly evaluate the fiscal environment can damage the credibility of an otherwise sound
strategic plan.

After GPO developsiits strategic plan, it should then develop an implementation action
plan to ensure that what is proposed in the strategic plan is executed. The implementation
plan should be the final step in the strategic planning process. It should be an action plan
in that it should lay out the responsibilities of the organizations within GPO for executing
the plan and it should display timelines for when different planned phases and tasks will
begin and complete. While the strategic plan should define the “what,” the
implementation plan should describe the “how.”

A strategic plan should be a“living document” in that it is updated periodically to account
for changes in the environment or other factors. The planning horizon can vary, but we
recommend that GPO follow the same planning horizon that the Senate adopted in its
strategic planning process. The plan should be a 6-year plan that is updated every 2 years
at the beginning of anew Congress. Because the GPO is a legidative branch agency, this
schedule allows them to have a current plan available for each new Congress. Once
approved by that Congress, it will be operational for at least 2 years.

Responsibility for developing the strategic plan should lie with the Public Printer. We
recommend that an executive steering committee comprising the Public Printer and his
senior managers develop the plan to ensure that it is fully coordinated across al functional
areas of GPO. Thiswill help ensure buy-in within GPO and by outside stakeholders
because it will represent the coordinated position of GPO’s management.

The strategic plan should be the document that drives the budget. Budget justification
should be linked to the strategic plan. Thisis consistent with “best practices’ in
government and with the recommendations made by the GAO in 1990.

Finding 3. The organization of GPO is highly centralized and does not facilitate
communication across functional areas.

As shown in Exhibit 1-4, the GPO organization has a very flat structure with 21 managers
reporting to the Public Printer and the Deputy Public Printer. Thisis an increase of
12 direct reports since 1993.
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2 Characteristics of this organization model include—

Tight management control

Minimal executive interaction with employees more than one level below
Clear and fixed functional areas

Downward-directed control and accountability

2 Miles H. Overholt, “Flexible Organizations: Using Organizational Design As a
Resource Planning 20, No. 1 (1997).

Human



BOOZALLEN & HAMITON

Downward-directed information flows on a need-to-know basis
Little need for employees to share job information with their peers
CEO-generated information technology decisions

Pre-determined, routinized, and standardized work-processes.

It is an organization model that does not encourage innovation or communication and
does not make efficient use of the intellectual capital that is resident in an organization.

Furthermore, the span of control within GPO is not consistent with “best practices’ either
within government or within the private sector. For example, a 1996 Watson Wyatt
survey of various organizations found that the number of managers reporting directly to
the CEO averaged 10.5, with 13 the maximum and 8 the minimum.

Recommendation 3. GPO should adopt an organization model that reduces the number
of senior executives reporting directly to the Public Printer,
empowers senior managers to make decisions, and provides easy
and effective communication across functional areas.

A more appropriate organization model for GPO is one that Overholt refers to as the
“moderately centralized, moderately cross-functional” model. Characteristics of this

A small core of executives make key strategic decisions.

Organizational philosophy follows preset rules and procedures but incorporate
individua judgment.

Cross-functional cooperation is stressed.

Strategic plan, key budgetary information, and performance measures are shared
with al employees.

Information technology is designed to encourage cross-functional cooperation.

Employees recommend changes in work processes to managers when processes
need to be revised.

Employees frequently discuss job-related issues with their peers.

This type of model increases communication across the organization, encourages
employee input to solving problems, and yet maintains the structure necessary for GPO
operations.

Exhibit 1-5 is an aternative top-level organization for GPO that is consistent with the
tenets of the “moderately centralized, moderately cross-functional” model. It provides a
core management staff—the Executive Steering Committee—that makes the key strategic
decisons. It isthis committee that would be responsible for devel oping and implementing
the strategic plan and ensuring that the budget and implementation actions are consi stent
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with the strategic plan. It also works to ensure that execution across all functional areasis
consistent with the GPO mission and vision of where the organization wants to be.

Exhibit 1-5
Alternative GPO Organization

Public Printer

Inspector | EEO

General Office

Deputy Public Printer

Director of
Printing and
Procurment

Services

Director of
Information
Technology

Superintendent
of Documents

General Director of Director of Director of
Counsel Finance Management External Affairs

Executive Steering Committee

Rather than creating a new management layer on top of the current management scheme,
this organization is based on a consolidation of functions under a single director. For
example, the Office of Comptroller and the Office of Budget in the current organization
would be consolidated under a single executive, the Director of Finance. Rather than
having two offices headed by different executives, there would be one office headed by a
single executive. Similarly, the Printing Department, the Customer Service Department,
and the Printing Procurement Department would be consolidated into asingle
organization under the Director of Printing and Procurement Services. Thiswill reduce
the number of senior managers and will open the avenues of communication between
Printing Procurement and Production while including customer service as an integral part
of these core operations.

Only one new management position will be required under this organization alternative.
The Director of Information Technology will have management responsibility for 1/T
policy and planning for all of GPO. This office should result from the consolidation and
streamlining of all of the pockets of information technology that exist throughout GPO.
Because we recommend that most of the I/T operations at GPO be outsourced in the
future (see Recommendation 7 in Section 7, Information Technology), this office will
primarily be a policy, planning, and management office for I/T.
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Recommendations in other sections of this report address the reorganization of different
sectors of GPO (Recommendation 2 in Section 5, 3 in Section 3, 5in Section 4, and 2 in
Section 7). These alternatives, we believe, will lead to a more efficient and effective GPO
oriented toward helping GPO provide better service to customersin the future. Consistent with
any reorganization, GPO should engage in a reengineering effort designed to bring the new
organization and work processes into alignment.

The remainder of this report assesses the various functions and activities of GPO:

Section 2—Marketing, Sales, and Distribution
Section 3—Procured Printing Services
Section 4—In-Plant Production

Section 5—Human Resources

Section 6—Financial Management

Section 7—Information Management.

Each section contains the Booz-Allen team’ s findings and associated recommendations
concerning that subject area. Relevant appendixes are included in the end of the report.

1-15



BOOZALLEN & HAMITON

2. MARKETING, SALES, AND DISTRIBUTION

In an era of reinventing government, few if any public sector organizations today can
escape the mandate to improve services to their citizen or government customers. Many have
found that proactive marketing and selling initiatives are critical to meeting their performance
goals, especialy under the 1993 Government Performance Results Act (GPRA).® This chapter
deals with the various sales, marketing, and distribution activities of the Government Printing
Office (GPO). While most of these activities occur within the retail sales operation of the
Superintendent of Documents, various other entities within GPO also engage in these activities.
We conducted a series of interviews with GPO staff to determine the processes and attributes of
the marketing, sales, and distribution activities. Appendix B lists the areas in which interviews
were held.

Two organizational entities within GPO conduct sales and marketing efforts, Customer
Services and the Superintendent of Documents. As the name implies, Customer Services includes
staff engaged in servicing Federal Government printing accounts, including Congress and over
150 agencies and other organizations within the executive and judicial branches of government.

The second major organization entity, the Superintendent of Documents, includes the
Document Sales Service and the Library Programs Service organizations. Document Sales
performs all the important marketing functions of researching, promoting, packaging, pricing,
order-processing, servicing, and distributing publications to consumers. While GPO staff have in-
person and indirect contact (viatelephone, fax, and mail) with retail customers, “sdlling” activities
by Customer Account Representatives are limited primarily to order taking and occasionally
suggesting titles in response to customer inquiries.* The Library Programs Service organization
performs al the functions that fulfill GPO’s statutory obligation to catalogue and distribute free-
of-charge Federal Government publications. Although Library Programs Service staff perform
some limited outreach and awareness building activities, we chose the word “distribution” in this
section to apply principally to their activities, and to a lesser extent to the fulfillment function of
warehouse operations in retail publication sales.

21 MARKETING AND SALESISSUES FOR AGENCY AND CONGRESSIONAL
PRINTING

Within the GPO Customer Services organization resides the Departmental Account
Representative Divison (DARD). Asthe nameimplies, this Division provides agencies and
othersin the executive and judicia branches with account representatives who act as liaisons
between GPO and the respective agencies. There are 17 account representatives who provide
technical advice on printing, including information on the status of printing jobs performed or
procured by GPO. These representatives are organized into six teams, with each team led by a

% Thislaw applies only to executive branch agencies and departments, and does not apply to GPO, which operates
under the legislative branch (although the President appoints the Public Printer).

* GPO Retail Sales Service does have ajob classification for customer service representatives, although some of
the functions performed by the order processing and supply clerks could be considered appropriate for a
customer service representative.
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senior account representative and assigned specific agenciesto serve. In addition, the senior
account representatives on each team are expected to engage in customer outreach efforts,
making regular visits to the printing contacts at agencies assigned to their team.

FINDINGS AND RECOMMENDATIONS

Finding 1. GPO’s customer service account representatives are inadequately trained,
understaffed, and lack adequate tools to improve and strengthen GPO’s
relationship with Federal agency printing customers.

During interviews with the senior account representatives, we discovered the following:

The six senior account representatives have been employed in the printing industry most of
their careers, and all have at least 10 years of service with GPO. Despite their extensive
experience with GPO and other printing organizations, we discovered shortcomings in the
training and experience of these representatives. For example—

With the shift toward electronic prepress work, senior account personnel
considered themsealves ill-prepared to discuss with and advise their clients on this
technology, which iswidely used in the industry and at GPO.

Little or no formal training has been offered to senior account personnel in best
practices for key account devel opment and management—a primary responsibility
of senior account representatives.

The drop in workload attributed to a downsized Government has been offset by account
staff attrition and atrend toward decentralization in printing requirements at Federal
agencies.

As aresult of decentralization in printing among Federal agencies and GPO staff attrition,
each GPO account representative now has 23 to 29 agency accountsto service. This
number has increased by 10 to 12 accounts from a decade ago.”> According to GPO senior
account representatives, the decentralization and downsizing in Federal agencies has
produced more inexperienced agency contacts in need of printing advice from GPO.

Thus, it takes more time on the part of the account representatives to properly service
these accounts than it did several years ago. (Under the current system, all agency contact
is channeled through GPO account representatives who are responsible for providing
printing advice, responding to complaints and inquiries, and clarifying requirements for
printing procurement requisitions.)

®> Wedid not independently verify these accounts-to-account-representative ratios, but we do know that the account
representatives in total are responsible for more than 150 agencies, departments, and commissionsin the
executive and judicial branches. Moreover, the Customer Agency Telephone Book (January 1998) containsin
excess of 500 contacts dispersed among the 150 organizations these GPO account representatives serve. We
were also told that at the Department of Interior, GPO interacted with a single, central printing office until 3
years ago when this office created 15 agency points of contact.
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Because of these demands on account representatives time, and the lack of adequate
telecommunication services, most of their days are spent at their desks, leaving little time
to engage in proactive account development. Account representatives do not have reliable
telephones, and lack computers, voice mail, and other similar tools to improve their
performance and free up more time for their account development tasks.

Account representatives and their managers contend they have difficulty recruiting and
retaining staff from other groups within GPO, primarily because of high stress and poor
pay (i.e., low grade levels) relative to their counterparts in other areas of GPO. A related
reason given for the attrition is that Federal agencies, confronted with decentralized
printing requirements, have been hiring away experienced GPO account representatives.’

The account representatives, either individually or as ateam, do not produce any sales
reports describing their activities, nor do they have any sales or account development
plans to guide them or measure their performance. The account representative teams also
appear to have difficulty establishing and adhering to priorities based on the monetary
value of their accounts. Regardless of value, all accounts are to receive the same level of
service, despite the limited resources and staff available.

Account representatives stated that their goal was to visit agencies at least once per
month, but we could find no evidence that is occurring. It also appears that, based on the
apparent need to remain in their offices, account representatives rarely meet their monthly
goals.

Recommendation 1. GPO should revitalize customer service and reengineer the
approach to customer communications.

We recommend GPO take the following actions:

Place a high priority on filling the vacancies in Customer Services

Modernize and provide essential tools for account representatives to perform their
tasks, e.g., telecommunications and information technology (1/T)

Provide training, both technical and customer service, so that GPO’ s frontline
representatives present a positive image of the agency

Require that each senior account representative managing a team create a sales and
account development action plan, and involve senior management in monitoring
the progress in achieving those plans

Reengineer the customer relations approach in a manner consistent with the overall
marketing plan

® At the time of our interviews with staff in DARD, one key staff member had an offer pending from another
agency.
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Create customer-focused teams by including printing specialists from the Printing
Procurement Department with account representatives from DARD to increase
and strengthen effective communication with customers

Leverage customer access to GPO’ s largest account, Department of Defense
(DoD). Through extensive teaming with account representatives of the Defense
Automated Printing Service (DAPS).’

About 90 percent of all agency print requisitions are outsourced. Account representatives
and othersin the printing procurement process interact constantly. Much of the
communication between the account representatives and the agency involves clarifying the
printing requirement, tracking status, responding to printing complaints, and billing errors.
The customer-focused teams could ease some of this workload, freeing the single senior
account representatives to pursue high priority customer relationship building.

Finding 2. GPO’s Customer Services operation has little marketing or business
development under way.

Although GPO management intends to be the “ Printer/Publisher of Choice” for Federa
agencies and others, its underlying approach and expectation is that Title 44 should be
enforced, enabling GPO to simply manage the accounts.

There is no marketing group, marketing plan, or stated goals and objectives to maintain or
improve GPO business and support procured printing operations. The Public Printer
recently appointed a new Director of Customer Services, however, who has begun several
initiatives, including—

Developing new displays and marketing materias

Developing a brochure detailing GPO services

Developing a presentation, “Making Effective Use of GPO”

Creating interagency agreements to strengthen and broaden GPO’ s publishing

services on behalf of its agency customers.

The new Director of Customer Services also intends to meet with senior management in
each agency on their priority needs, and take action on proposed marketing initiatives.

" DAPS and GPO have been active participants in the Printing Acquisition Reengineering Team (PART) initiative
begun in 1996 to improve the printing acquisition process for DoD customers. During these meetings, GPO and
DAPS agreed on the need for more teaming to educate and better serve DoD customers (e.g., refer to the 12-13
March 1997 PART Session Report, pp. 7-8). In spite of these intentions, however, action in this area has been
minimal.
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Recommendation 2. GPO should create a focused marketing and business development
group under the leadership of a trained marketing professional.

Our recommendations in this area are—

GPO needs more professional talent in the field of marketing and sales. If
necessary, GPO should hire the appropriate talent to lead this new initiative.

Customer Services must develop a comprehensive marketing strategy that sets
goals and objectives and assigns responsibility for accomplishing them.

Most importantly, Customer Services needs to develop a budget to support this
initiative and invest the appropriate resources.

GPO should continue to include the Customer Service and Account Representative
functions as elements of its overall marketing plan.

GPO’s Ingtitute for Federal Printing and Electronic Publishing, which is under the
management of Customer Services, has the potential to be an effective business
development and customer relations entity. We recommend that this entity become more
involved in developing and executing customer outreach efforts.

2.2 RETAIL SALESOPERATION

Production and dissemination of printed matter have historically been complementary
functions of the GPO. Title 44 serves as the legidative foundation that mandates and governs
these two vital functions within GPO. Although Title 44 does not mandate that GPO sl
publications, it does grant the Superintendent of Documents the authority to determine what, if
any, publications can be sold, subject to certain restrictions, notably pricing.?

Over the years, retail sales has evolved into a substantial and elaborate enterprise, with
GPO managing more than one million orders and collecting receipts in excess of $70 millionin
Fiscal Year (FY) 1997. Exhibit 2-1 summarizes characteristics for GPO’s retail sales.

Today, customers and prospects have several ways to reach GPO to obtain information
and purchase publications. Customers and prospects can inquire and place orders via telephone,
mail, the Internet, or fax-on-demand to GPO’ s central order processing center in Washington,
DC, or they can deliver orders to one of GPO’s 23 bookstores located in cities nationwide.

GPO Access, has aso become a popular site, not only for its
convenience for ordering publications, but also for its offering users the opportunity to download
free databases and reports.

8 GPO sells only Federal Government documents. Although no legislative prohibition appears to exist, GPO does
not sell state and local government publications or commercial documents.
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Exhibit 2-1
GPO’sLibrary Program Services and Retail Sales Characteristics
FY 93 FY 95 FY 97 Percent Change
FY 93-FY 97
Library Programs Service
Titles Distributed to Depository Libraries 72,811 63,144 31,820 -56
Hardcopy 24,919 21,501 14,732 -41
Microfiche 47,600 41,231 16,437 -65
Electronic 292 412 741 154
Copies Distributed to Depository Libraries 25,721,377 19,819,550 12,761,953 -50
Hardcopy 10,796,536 7,678,351 6,418,990 -41
Microfiche 14,758,324 11,909,930 6,001,858 -59
Electronic 166,517 231,269 341,105 105
Documents Cataloged 36,737 32,046 19,080 -48
Retail Sales Operation
Total Retail Revenue $84,083,133 $80,136,000 $70,325,144 -16
Central Order Division (Inbound Retail) $63,707,598 $58,282,993 $49,358,749 -22
Field Operation Division (Retail Bookstores) $15,517,153 $15,243,062 $14,022,032 -10
Sales By Agents $728,867 $498,319 $266,270 -63
Sales By Pueblo Distribution Center $1,415,479 $1,147,834 $691,828 -51
Congressional Sales Outlets $235,146 $186,966 $133,818 -43
Electronic Products $1,783,654 $3,907,088 $5,167,488 190
Low-Priced Publications $685,008 $858,889 $673,682 -2
Sales To Depository Libraries $10,228 $11,079 $10,277 0
Inventory
# of Copies Available 8,555,225 8,919,597 5,584,208 -35
# of Titles Available 17,563 16,157 11,900 -32
Retail Value of Inventory $83,499,306 $85,038,076 $61,198,055 -27
Mail Orders
Subscription Orders 322,854 311,373 230,731 -29
Publication Orders 348,317 369,745 261,837 -25
Bookstore Mail Orders 60,334 52,043 31,738 -47
Telephone Orders
Central Office 145,624 152,326 110,425 -24
Bookstores 48,942 55,705 48,045 -2
Walk-in Orders
Bookstore Walk-In Orders 210,805 165,272 114,241 -46
Main GPO Customers 7,685 5,050 3,386 -56
Retail Sales Branch Customers 12,371 7,583 5,323 -57
Total Orders 1,156,932 1,119,097 805,726 -30
Total Order Percent Breakout
Mail Orders 73% 75% 74%
Telephone Orders 12% 14% 15%
Walk-In Orders 15% 12% 12%

Another 20 percent of the revenue is earned from GPO’ s retail bookstores. The Pueblo
Distribution Center operated for GSA and GPO-licensed sales agents account for the remaining

5 percent of revenue.
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Other Federal Government agencies and organizations a so sell reports and other print and
electronic products to retail customers, occasionally in cooperative ventures with GPO. These
agencies include the U.S. Census Bureau, National Technical Information Service (NTIS), Bureau
of Transportation Statistics (BTS), and the U.S. Geological Survey (USGS).

In addition, GPO operates as a wholesaler and fulfillment center for book publishers and
retailers. Some retailers stock GPO publications, while others order publications from GPO on
behalf of a customer or simply send alist of customers’ orders to GPO for GPO to ship. Other
wholesalers photocopy an original version of a GPO-printed document, and then sell these copies
to their customers.® Amazon.com, a popular Web site for purchasing books, also sells most of
GPO’ s more popular publications.

Central Order Division (Inbound Retail). More than 75 percent of GPO’ stotal retail
sales revenue is generated via telephone and mail order to the Central Order Division, located in
GPO’s Washington, DC, headquarters. In FY 97, about 165 GPO employees staffed this
operation, which processed about 493,000 mail orders and 110,000 telephone orders.’® In
addition, these same staff managed another 361,000 telephone and mail inquiries requesting
information about publications or the status of their orders.

For reasons discussed throughout this section, order volume and revenue have decreased
about 25 percent in this Division from FY 93 through FY 97. During this same time period, the
staff in the Central Order Division has been downsized from 251 to 165 employees—a 33 percent
decrease.

Field Operations Division (Retail Stores). The Field Operations Division consists of 23
retail bookstores and the Pueblo Distribution Center in Pueblo, Colorado. Excluding Pueblo,
about 100 staff manage and operate the 23 bookstores. In FY 97 these staff processed about
197,000 mail, telephone, and walk-in orders, amounting to $14.0 million in sales revenue
(20 percent of total).

Although no explicit written mission statement is available, the understood mission of the
Field Operations Division is to sell publications throughout the United States and to provide
customers with personalized service. Other than the goal of operating on a break-even basis, the
Field Operations Division has no explicit goals.

Although locations of bookstores within some cities have changed, the number of
bookstores, 23, has remained constant since the opening of the last bookstore in 1988 in Portland,
Oregon. The stores are housed in commercia and Federa buildings and leased directly by GPO
or through GSA. The lease cost for each store depends on the store’ slocation and size. The

® Unlike Canada and the United Kingdom, the United States does not copyright-protect documents when the
content is produced from government funds. Private citizens are free to reproduce Federal Government
documents and databases and distribute them as they see fit.

19 This processing includes all order entry steps, including invoicing and transmission of the order to the
warehouse for shipping.
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location of a store within acity is determined based on several criteria, including pedestrian
traffic, potential customers, and the types of businesses located in the area.

Unlike the 25 percent revenue decline in the Central Order Division, revenue from the
23 retail stores has declined only 10 percent between FY 93 and FY 97 (See Exhibit 2-2). The
precise reasons for this modest decline are not known, but it appears that even though the retall
stores stock substantially fewer titles than the Central Order Division, the retail stores sell a more
diverse portfolio of publications. Moreover, unlike the Central Order Division, the retail stores
have not been as dependent on sales of the Federal Register (FR) and Commerce Business Daily
(CBD), which have converted to electronic versions available for free via the Internet.

Exhibit 2-2
Trend in Retail Sales Revenue
(Bookstoresvs. Central Operations)
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Fulfillment and War ehousing. The Laurel Warehouse Operations are housed in two
adjoining warehouses (Laurel 1 and 2) in Laurel, Maryland. The Laurel Warehouse Operations
Branch employs 140 personnel, of which about 100 are blue-collar and 40 are white-collar
workers. Two unions represent the workforce. The American Federation of Government
Employees (AFGE) represents the white-collar workers, and Teamsters Local 713 represents the
blue-collar workers. Although a union represents al employees, not all employees belong to a
union. The current Laurel Operations Coordinator has been in his position for 2 years. He
reports to the Director of Documents Sales Service, Superintendent of Documents.

Laurel 1 occupies 204,000 sguare feet and is leased annually for $683,400 for FY 98 and
FY 99. Theleasefor Laurel 1 expiresin August 1999. Laurel 1 houses the Warehouse Division,
which is used for receiving, bulk storage and shipping, and the Consigned Section. Bulk products
are stored on pallets that are placed on racks. The Consigned Section stores publications on racks
and in bins, and ships publications for Federal agencies on areimbursable basis.

Laurel 2 occupies 202,000 sguare feet and is leased annually for $856,480 for FY 98 and
FY 99. Theleasefor Laurel 2 expiresin December 2000. Laurel 2 includes staff and equipment
to operate a“letter shop,” primarily to support labeling work for GPO subscription customers.
Laurel 2 also houses the Retail Distribution Division, which consists primarily of bins that contain
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small quantities of all publications available for sale. When necessary, the bins are replenished by
moving publications from bulk storage into the bins.

The warehouse employees receive publications shipments from multiple sources, usualy
contract printers. After aproduct isreceived, it is stored on pallets mounted on racks. When a
purchase order is placed for a publication, the product is shipped, in bulk, or moved to the Retall
Distribution Division. Shipping to customers outside the warehouse is achieved by—

Roadway Packaging System (RPS), under contract to GPO to handle outgoing
shipments up to 70 pounds

Federa Express, for high-priority shipments when requested by the customer

United States Postal Office (USPS) and United Parcel Service (UPS) for other
shipments

Other carriers, who have atender on file with GPO, for bulk shipments more than
70 pounds.

RPS makes a daily pickup at the warehouse. USPS, which has employees on-site at
Laurel to process USPS shipments, picks up packages daily. Other shipments are arranged as
needed, but generally no less than three times per week. When these shipments are ready, Laurel
Operations notifies GPO Transportation Operations, who then generates a Government Bill of
Lading (GBL) for, and arranges pick up with, one of the carriers on tender with GPO.

The product management system (PMS) tracks, locates, and monitors products stored in
the warehouse. The PM S tracks only what isin the warehouse. It cannot be used to track or
predict workload data. Other systems and reports used at GPO Headquarters to track warehouse
workload include “Projected Cumulative Copies Sold From Central Office Report, Sales/Federal
Register Programs,” “Receipts, Disposals, Exchanges, and Claims System,” and “Annual Sales

During FY 97, Laurel received 14,000,000 copies and shipped 14,300,000. These figures
are down 37 percent and 32 percent, respectively since FY 95.

With the exception of the retail sales outlet, Laurel Operations performs all of its functions
based on direction received from GPO Headquarters. For example—

Order Division receives orders from customers and sends a pick ticket to the
warehouse for “picking and shipping” operations.

Inventory Management Specialists in the Documents Control Branch provide
directions for inventory management, disposals, transfers, etc.

Transportation Management provides carrier information for outbound shipments.

The Springbelt Warehouse, located in Springfield, Virginia, occupies 180,000 square feet.
Springbelt is leased annually for $720,000 for FY 98 and FY 99. The lease expiresin
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September 2000. Springbelt serves as a backup storage facility for paper and materias for the
printing operation of GPO. It isfilled to about 60 percent of capacity. Springbelt has a
workforce of 16, 10 of whom are blue collar and 6 of whom are white collar.

Paper in the warehouse is on rolls and stored on racks. Based on historical usage criteria,
the Paper and Materials Control Section of the Production Department orders this paper. When
necessary, atrucking contractor moves the paper to GPO Headquarters. Paper supplies turn over
roughly four times per year. On average during FY 97, there were 12 million to 13 million pounds
of paper (about a 3-months’ supply) stored in the warehouse at any given time. During FY 97,
Springbelt received 22,800,000 pounds of paper and shipped 26,200,000 pounds. These figures
are down 41 percent and 32 percent, respectively, since FY 95.

Materials consist of adhesives, envelopes, cartons, pallets, skids, carpentry supplies, repair
parts for printing equipment. These materials are stored on the floor and on racks. They occupy
about 20 percent of the warehouse. Turnover for these materials varies by item.

No decisions are made at the Springbelt Warehouse concerning ordering, planning, or
forecasting paper needs.

The current Chief of the Springbelt Warehouse has been in his position for 11 months. He
reports to the Chief of the Stores Division of Materials Management Service.

Financial and Market Analysis. Asdataon Exhibit 2-3illustrate, GPO’sretail order
volume and revenue have been steadily declining for severa years. Since FY 93, order volume
has dropped from 1.58 million to 1.06 million shipmentsin FY 97—a 33 percent decline.
Revenue, however, declined less dramatically, from $84.1 million to $70.3 million—a 16 percent
decline during the same period. Priceincreases for printed publications and a change in the mix of
products sold to more expensive (on a per-unit basis) electronic documents and databases account
for the relatively dower decline in revenue.

In contrast to other operations within GPO that rely on congressional appropriations,
retail sales operates on arevolving fund basis. The retail sales operation must cover its entire cost
for afiscal year with revenue generated in that same fiscal year from sales of publications to the
public or risk curtailment or closure of its operations.* Unlike private enterprises, however,

Exhibit 2-3
Retail Sales
Financial Trend for the Retail Sales Operation
($ in Millions)
| Fyo3 | Fy9sa | Fros | Froe | Fyor7

! The one exception to total reliance on the Revolving Fund is the application of congressional appropriations to
reimburse the retail sales operation for: (@) Salaries and expenses incurred to support the GPO Access I nternet
Web site; and (b) for distributing the Code of Federal Regulations (CFR). In FY 97, this amounted to
$3.4 million (4.8 percent of sales). The Findings and Recommendations section discusses the matter of claiming
appropriations as revenue.
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Total Reported Sales Revenue 84.1 81.9 80.1 70.5 70.3
Less: Appropriation Adjustment* - 23 - 14 - 22 - 26 - 34
Net Sales Revenue 81.8 80.5 77.9 $67.9 66.9
Less: Total Reported Costs -78.2 -74.3 -74.7 -76.8 -65.0
Net Profit (Loss) 3.6 5.6 3.2 (8.9) 1.9

* These adjustments remove congressional appropriations classified as sales revenue but used to support
GPO's Internet site and to distribute the Federal Register.

retail saleslacks a capital budget to invest in modernization. This lack of funding, when coupled
with other systemic and market factors, is resulting in eroding sales and profits.

In connection with the costs to operate GPO’ s retail sales operation, the following
observations were made:

Asthe note in Exhibit 2-3 illustrates, GPO has chosen to record certain congressional
appropriations as “ sales revenue,” which we removed to provide a measure of sales
more in keeping with typical business practices.

For FY 96, the retail sales operation was unable to generate a profit. The large
financial loss can be attributed to two major factors:

— The decision to accelerate the destruction of surplus, unsold inventory just before
the close of the fiscal year and incur an unusually large $8.7 million charge

— Anunexplained increase in the cost of the publications sold from an historical
average of 23-25 percent of salesto 31 percent of sales.

Postage costs have decreased from an average of 25 percent of salesto just 16 percent
of salesin FY 97. Greater use of less expensive non-USPS carriers and more mail
preparation (such as ZIP+4) to achieve postage discounts account for these savings.

In FY 97, we estimate that GPO expended fewer than $1.5 million on advertising
publications—about 2.1 percent of sales.® In contrast, retailers that rely heavily on
in-bound mail and telephone orders generally expend between 15 and 30 percent of
their revenue on marketing and promotion efforts. Although we do not contend that
GPO should mirror the advertising efforts of other retailers, it does suggest that GPO
may be underinvesting in promotion efforts to tap the full sales potentia of its current
markets and open up new ones.*®

In FY 97, the Department of Labor determined that GPO was underpaying workman’s
compensation coverage. The retail sales operation was then allocated a $2.3 million

12 This figure includes compensation of about $1.0 million for the 16 staff within the Promotion and Advertising
Branch of the retail sales operation; $335,000 for printing catalogs, price lists, and circulars; $37,000 in
advertising expense; and $152,000 in direct mail expenses promoting GPO’s catalogs. There may aso be small
amounts expended by the retail storesin their local advertising efforts that are not included in these figures.

13 For some of the publications selected for the sales program, GPO relies on the issuing agency to promote the
publication to the audience of potential users. The IRS tax forms CD-ROM product, for instance, has been
heavily marketed by the IRS to tax professionals and accountants. For the 1997 tax year, orders for this product
have increased from 36,000 units to more than 60,000 so far this year.
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one-time charge from Superintendent of Documents. GPO has protested these
charges to the Department of Labor, but there is no current indication what the
outcome will be, nor do we know whether GPO will continue to incur these higher
chargesin FY 98 and beyond.

Personnel costs for the retail sales operation have not coincided with other financial
and activity measures. Even though staff levels (Full Time Equivalents [FTE]) have
decreased 25 percent and order volume is down 33 percent, total personnel and
benefits costs (exclusive of the specia charge for workman’s compensation) have
declined less than 11 percent from FY 93 to 97.

The substantial charge for destroying unsalable stock in FY 96 produced a smaller
than average charge for thisitem in FY 97, probably $2-3 million lower than the
historical average. Had GPO not taken this action in FY 96, more of the loss would
have shifted into FY 97. At the time this report was prepared, figures were not
available on what the trend in charges for destruction of unsalable stock was for FY 98
to date.

GPO management contends that decreasing sales have resulted from government
downsizing, which in turn have reduced the pool of eligible titles suitable for retail sale. Although
data show that GPO now prints about 40 percent fewer titles than it did in FY 93, no one has
been able to quantify what effect, if any, this has had on sales.™

Thereislittle dispute that the shift from a print to an electronic format, with titles now
available for free over the Internet, has substantially reduced the demand for printed publications
from GPO, especially among relatively expensive subscriptions, such as the CBD and the FR.™®
The business and financial risks this phenomenon poses to GPO’s retail sales operation are
compounded by alarge concentration of its revenue in only a handful of titles—most already
freely available in eectronic formats.*®

14 GPO’s end-FY 97 inventory data show 11,900 titles in stock and available for sale—a decline of more than
25 percent from the prior year. The number of new titles selected for sale, however, has been relatively stable at
about 2,000 annually. Thus, it appears that recent declines in the number of titles available for sale result more
from inventory reductions of poorly selling titles than from fewer new entrants to the pool available. GPO
contends, however, that new entrants lack the drawing power of past titles that catered more to the general
interest reference and business markets.

'3 paper subscriptions to the FR, for example, have dropped by more than one-half, from 21,537 as of January 1993
to 10,255 in January 1998. Undoubtedly, the advent of free, on-line Internet access to the FR and other
government documents has undercut GPO’ s revenue from paper versions. Moreover in 1994, GPO raised the
price of hardcopy FR subscriptions 45 percent from $375 to $544 per year. This action probably further
contributed to the decline in print sales. Even though the electronic version is freely available, printed copies of
the CFR have not experienced any decline in revenue or volume. GPO can only speculate on the reasons, but the
fact that courts require official copies printed by GPO to support litigation may be one cause.

®In FY 97, just 10 of several thousand titles accounted for almost 50 percent of total sales. Revenue from
subscriptions of just the three titles—the CFR, FR, and CBD—account for 38 percent of GPO’ s total revenue.
All three of these titles are freely available on numerous Web sites, some with daily updates and search engines.
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In addition to slumping sales for printed documents, GPO’ s retail operation suffers from
an array of performance problems. These problems are discussed in detail later in this section. In
our judgment, the root cause of these problems can be traced to three systemic factors:

Personnel are poorly trained and unsuitable to fill positions in a high-performance,
customer-focused retail sales environment.

The excessively complex organizational structure impedes effective communication
and adaptive learning.

Arcane information systems are failing to provide suitable and timely information to
help staff effectively serve customers and manage the enterprise.

In spite of these problems, GPO’ s retail operation has had severa notable
accomplishments. The next section on Findings and Recommendations describes these
accomplishments in more detail. The two most prominent accomplishments that show promise in
arresting the decline in sales and in dramatically improving the performance of the central sales
operation are—

Sales of eectronic products, primarily on CD-ROM and diskette, have surged ten-fold
since FY 93, reaching $2.7 million in FY 97.

If the pending implementation of the Integrated Processing System (IPS) operates as
planned, it will revolutionize order and fulfillment processing.

Unfortunately, IPS offers the potential to resolve only one of three pressing systemic
problemsin the retail sales operation. The other two areas relating to the personnel and
organizationa dimensions of the operation remain unresolved by GPO. The next section
addresses these problems.

Overshadowing all these problems and accomplishments is a fundamental policy issue that
Congress must address:

Should a government organization operate a retail sales activity?

The first mgjor finding and recommendation in this chapter address this critical issue.

Y This figure excludes $2.5 million in FY 97 appropriations counted by GPO as sales revenue for electronic
products. It appears that the sales pace has accelerated during the first quarter of FY 98, with electronic product
sales ahead 30 percent during the same quarter last fiscal year. The sale of the Internal Revenue Service (IRS)
tax forms CD-ROM product, for example, has jumped from about 36,000 units during the 1996 tax season to
more than 60,000 units during this 1997 tax season—a 68 percent increase.
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FINDINGSAND RECOMMENDATIONS
Retail Sales

Finding 3. The retail document sales program could be outsourced, privatized, or
remain with GPO.

In arriving at this finding, we considered several factors that make a compelling case to
outsource at a minimum, and more likely turn the retail sales function over to the private
sector.

Firgt, Title 44 does not mandate the sale of public documents, but rather it leaves the
decision to sell any publications to the discretion of the Superintendent of Documents.
There isno need to amend Title 44 to either outsource or privatize the retail sales
operation.

Second, as presently organized, GPO’s missions and charter result in a counter-productive
struggle over how to expand free access to government publications and simultaneously
sustain a problem-plagued sales operation that largely depends on consumer purchases of
those same publications. Congress must resolve this dilemmaif it expects GPO to
accelerate its efforts to shift more of its printed content onto alargely electronic network
with free and open access to every American citizen.

Third, the prevailing trend in successive democratic and republican administrations and in
Congress has been to seek ways to outsource and privatize government services that are
not considered to be “inherently governmental.” * Although efforts to place government
documents in the hands of citizensis a laudable objective, having the government engaged
in aretail sales operation to accomplish this objective may run counter to that prevailing
trend.

Fourth, GPO'’s reach into the consumer and business marketplace on a nationwide scaeis
fragmented and substantially underfinanced. Although GPO attempts to sell publications
at what it believes are reasonable prices relative to other commercially produced
documents, it may in reality severely handicap its efforts to finance large-scale promotion
and marketing efforts to make consumers aware of these information products.

Fifth, to restore growth and prosperity to GPO’ s retail sales operation, nothing short of a
complete overhaul in organization, staffing, business practices, strategy, and infrastructure

18 For the executive branch, the principles governing outsourcing and privatization are contained in Office of
Management and Budget (OMB) Circular A-76. The Revised Supplemental Handbook: Performance of
Commercial Activities (March 1996) defines an inherently governmental activity as: “...one that is so intimately
related to the exercise of the public interest as to mandate performance by Federal employees’ (page 3). The
Office of Federal Procurement Policy (OFPP) Policy Letter 2-1, “Inherently Governmental Functions,”
(September, 1992, Appendix A) specifically excludes the collection of funds as inherently governmental,
“...where the amount to be collected is easily calculated or predetermined and the funds collected can be easily
controlled using standard cash management techniques...” (section 17 (@)).
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will suffice. However, the price GPO would pay in talent, energy, and money to achieve

this objective runs the risk of sacrificing its core business in government printing and free
dissemination of government documents through the Federal Depository Library Program
(FDLP).

Recommendation 3. GPO should continue with steps to modernize its retail sales
operation, but Congress should determine the long-term, viable
direction for GPO'’s retail sales operation.

To implement this recommendation, Congress should explore severa possible models,
such as—

Outsource the retail sales operation to afirm with the experience, systems, and
staff capable of managing all aspects of this activity.*® Under this option, GPO
would maintain oversight responsibility and outsource the telephone and mail order
processing, and fulfillment to the private sector. GPO’s new |IPS could be
operated by the private contractor as part of this arrangement.

Transfer GPO’ s retail sales operation to awholesaler serving a much broader array
of book retailers and publishers. This strategy could enlarge the market for
government publications by leveraging the enormous retail capacity available in the
private sector.”

Privatize the retail sales operation by transferring the assets to a private company.
This approach could also provide an Employee Stock Ownership Plan (ESOP) in
which current GPO employees assume the enterprise.

Permit GPO to enter into Inter-Service Support Agreements (ISSA) with other
agencies and organizations that offer similar services. This action applies to the
executive branch under OMB Circular A-76, but Congress could choose to adopt
this approach. Under this arrangement GPO could, for example, transfer the
warehousing functions to one agency and the order processing functions to
another.?* Although these actions do not constitute outsourcing or privatization,

1% The Government has outsourced other customer service centers. For example, GSA’s Federal Information
Center, which manages more than 8,000 calls per day, was outsourced in 1990 to a commercial firm operating in
rural Maryland. Thiswas done in accordance with the regulations under OMB Circular A-76. In 1994, GPO
proposed to establish a satellite telephone operation at Bowie State University, but this proposal was never
implemented.

% GPO aready has relationships with several publishers and book retailers. If this recommendation were to be
adopted, GPO would deal exclusively with a core group of distributors and retailers to serve the public.
Simultaneously, GPO would continue to make the majority of its publications freely accessible on the Internet.

2 GPO aready performs ISSA storage and fulfillment services for General Services Administration (GSA), USPS,
Nuclear Regulatory Commission (NRC), and the Peace Corps. These activities generated $5.1 million in
additional revenue for GPO in FY 97. The National Performance Review maintains a Directory of Reimbursable
Government Services, wherein agencies offer services, such as warehousing, on a cost reimbursable basis. The
IRS, Army Corps of Engineers, GSA, and Department of Commerce, for example, offer warehousing services
under this arrangement. In connection with GPO’ s order processing operation, this could be combined or
transferred to the NTIS, which operates a similar but smaller and more automated service under the Department
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they would nevertheless relieve GPO of certain burdensome activities and enable it
to concentrate more of its attention and resources on its core functions, i.e.,
printing services and the FDLP.

In addition to exploring the best way to involve the private sector in some or al of GPO’'s
retail sales operation, the current financial condition of GPO’s retail sales operation should
be analyzed. Thisanaysis should include along-term financial forecast, accounting for
trends in agency printing, the shift toward more electronic formats, and the plans for a
primarily electronic FDLP with documents freely available via the Internet.

With Congress, GPO should determine the best course of action to take, such as
outsourcing or privatizing, and include a time frame to accomplish the transition or
phaseout. In the interim, the retail sales operation should continue with plans to
modernize its order processing and fulfillment operations, and revitalize its marketing
efforts, while at least breaking even with its operations.

Finding 4. The lack of a strategic plan has left the retail sales operation without a
shared vision to guide management’s efforts to serve its customers while
remaining financially viable.

Notwithstanding the prior finding on outsourcing and privatizing, we could find no current
plan to guide GPO or the retail sales operation. There are fragments of missions and goals
scattered throughout the organization, but nothing that carries the authority of senior
leadership.?

No comprehensive plan exists that codifies an overarching mission and related set of goals,
along with a strategy to achieve those goals. The absence of a strategic plan, and the
process that develops it, has produced an unfocused organization with multiple and
sometimes conflicting agendas. It aso encourages management to smply wait and react
to events, rather than seize the initiative and capitalize on opportunities.

Recommendation 4. The retail sales operations should evolve a strategy from a
planning process directly linked to an overall GPO plan.

GPO'’sretail sales should operate as a business unit and develop the organizational
capacity to support its own strategic planning process. Key staff at al levels should be
fully engaged in refining its mission and in developing the insights from which a strategy
emerges. Results from this process should include specific objectives and measurable

of Commerce. Sometimes viewed as competitors, NTIS and GPO have recently initiated joint marketing
agreements to sell each other’ s publications and information products.

2 Throughout GPO, mission statements, goals, objectives, and standards are published in various mediaincluding
the Blue Book (FY 99 Budget Justification), GPO Instruction 105.1B (Organization and Functions of the GPO),
SOD Poalicy and Procedure Statements, and sporadically developed documents at the Division/Branch level. But
these documents and pronouncements should not be confused with a “ strategy,” which evolves from the insights
developed through arigorous, institutionalized planning process that engages key stakeholders within and
outside of GPO.
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performance goals established for each organizational unit, with managers held
accountable and rewarded for their accomplishment.

The senior leadership throughout GPO should “own” this planning process, demonstrating
clear, consistent, and visible involvement in the creation and deployment of a strategic
plan.

With regard to the content of a strategic plan, we recommend that the following elements
be included:

A clear, succinct, and universally subscribed to mission and vision statement,
followed by a set of objectives with measurable performance goals

A statement of financial priorities, near-term and long-term, that can guide a
pardlel financia planning process

Clear evidence of input from key stakeholders, including the views of customers,
Congress, and GPO employees

A discussion of the most pressing issues affecting the entire retail sales
organization. These could include discussions on—

How to identify and sharpen the focus of the retail sales operation on key
factors critical to its survival and prosperity

— How to address the continuing decline of retail sales
— How to improve responsiveness to customers need for information

How to more effectively use multiple channels of distribution, including the
I nternet

— How to foster more cooperation with agencies and commercia information
providers for the development of new products.

These issue topics should collectively address the systemic- and market-driven factors
identified previoudly.

Finding 5. The current structure of the Superintendent of Documents organization is
excessively complex with too much functional redundancy.

Because the Library Programs Service (LPS) and the retail sales operation are within the
Superintendent of Documents and because they share some functions and processes in
common, we grouped the findings and recommendations on their organizationsinto a
single section—the retail sales operation.

As Exhibit 2-4 illustrates, the Superintendent of Documents (SupDocs) organization is
divided into four units:
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The LPS works to provide no-fee public access to Federal Government
information viathe FDLP.

The Office of Electronic Information Dissemination is responsible for assisting
Federal agencies in disseminating their electronic government information products
through SupDaocs.

Documents Technical Support group provides administrative and research and
development support for various activities to SupDocs.

The Documents Sales Service is primarily responsible for sales and distribution of
products placed in the retail sales operation.

Within this structure, there is evidence of duplication of activities and lack of coordination
among different departments in many instances:
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The Office of Electronic Information Dissemination, the Advertisng & Promotion
department, and the bookstores perform outreach (advertising) functions with
little, if any, coordination.

The Research and Analysis Section is placed under the Order Division when it
should actually be a support function for the entire retail sales operation. The
Documents Technical Support group aso performs research and analysis activities.

The LPS performs acquisition and distribution activities, activities that are also
being performed in the Document Sales Service.

The lack of coordination among different entities within SupDocs has resulted in
inefficient and ineffective use of resources. Subsequently, distribution channels to serve
customers have been underused from a strategic perspective. The duplication of activities
across the organization a so leaves SupDocs with opportunities for consolidation and
downsizing.

Based on numerous discussions with management and staff, our understanding is that the
retail sales operation isa“title-driven” rather than a customer-driven organization. Its
organization and processes were designed to manage 10,000+ document titles rather serve
customers in need of information. This underlying premise speaks to the real purpose of
the retail sales operation, and needs to change, along with the functions, processes, and
reporting arrangements in the organization.

Although many functions are being duplicated, some essentia activitiestypical of aretail
sales operation do not exist. Although research and analysis functions perform some
analysis of customers and sales, no entity performs market research activities to gather
market information. This has resulted in uninformed decision making in the retail sales
program.

Recommendation 5. The SupDocs organization should be streamlined to more
efficiently accomplish its stated mission and goals.

The SupDocs organization should be reorganized and consolidated to eliminate inefficient
and redundant activities. The new SupDocs could be set up as three units—
Library/Bibliographic Services, Central Operations, and Sales & Marketing—as

Exhibit 2-5 depicts. The reorganization would reduce the number of organizational units
by about one-third by eliminating or consolidating redundant and unnecessary functions.

The LPS would continue to perform all its current activities with the exception of
acquisition services and distribution. Under the new organization, those activities would
be shifted to the Central Operations unit, which would assume all responsibility for
acquisition, fulfillment, and warehousing activities for the LPS and retail sales.
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Exhibit 2-5
The“New” Superintendent of Documents Organization
SupDocs
Library/Bibliographic Central Operations Sales and Marketing
Programs
« Cataloging « Acquisition « Market Research and Analysis
« Classification « Fulfillment « Analysis
« Dissemination « Warehousing « Promotion and Outreach
« Library Outreach « Planning « Business Development
+ Retail Sales
— Customer Service Center
— Retail Stores
— Internet

The Central Operations unit would serve as the primary support function for SupDocs,
supporting fulfillment and warehousing, planning, and acquisition services. The planning
function would be the primary function responsible for providing strategic planning
support to SupDocs, and would act as the liaison between GPO’s central I/T function and
SupDaocs.

The Sales and Marketing group would have primary responsibility for marketing, sales,
and business development. The Market Research and Analysis unit would undertake an
array of research activities, including surveys of buyer interests and satisfaction, market
segmentation, direct mail response studies, etc. They would aso serve as advisors on
what productsto place in the retail sales program, what market segments to target, and
the most effective media to reach those prospects. The Promotion and Outreach unit
would develop promotional campaigns and work with the Business Development unit to
manage the creative aspects of new partnerships, and develop newsletters and other
informational material. The Business Development unit would concentrate on forming
strategic alliances with agencies and private sector companies, and in exploring new ways
to market GPO reports and information products.

We aso recommend that the Sales and Marketing group engage an advisory board of
specialists with varied experience in the marketing and sales aspects of the information
publishing industry. The group should aso tap into the expertise of various associations,
such as the Direct Marketing Association, Information Industry Association, and the
American Booksellers Association.
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Finding 6. As currently configured and staffed, the retail sales central order processing
operation suffers from numerous problems and requires a complete

overhaul.

As previoudly described, the Central Order Division is responsible for about 75 percent of
total retail salesrevenue. Within this organization is the core of frontline customer
contact. When compared with common and “best” practices in telephone and mail order
processing centers, GPO's Central Order Division iswell below standard.?®

Exhibit 2-6 summarizes some of the measures collected on the retail sales operation’s
central order processing center including—

Exhibit 2-6
Comparison of Customer Service Center Activity Measuresto Industry
Measure GPO* Industry Standard®
Posted Hours. Available to Call 8 hours/day 24 hours/day
800-number Available no Yes
Language Option Available no Common
Number of Shift Schedules 3 per day 4 per hour
Maximum Wait Time in Calling Queue 44 seconds avg. 15 seconds
Percent of Callers Getting Busy Signal 60.3 percent of calls 0 percent
Percent of Callers Who Abandon Their Call After Waiting 9 percent of calls not busied-out 2.0 percent
Percent of Calls Resolved Without Hand-off 75 percent 85 percent
Avg. Number Days To Process All Orders 2-3 weeks 2-3 Days
Avg. Number Days To Process 50 Percent of Orders Unknown 1-2 Days
Employee Attrition Rates Unknown 3-7 percent
Job Rotation Rates none 24-36 months
360-Degree Evaluation none Common
Outcome-Based Pay Incentives none Common
Average Hourly Wage $13/hour Unavailable
Call Monitor Coaches Available Yes, 4 coaches 5-10 calls/worker/ month
Post-Call Customer Survey Follow-Up None Common

An analysis of inbound customer calls revealed that more than two-thirds of the
1.5 million callsin Calendar Year (CY) 97 could not be serviced by an attendant.

% The comparison material used in this section was extracted from several sources, including Putting Customers
First, Serving the American Public: Best Practices in Telephone Service, National Performance Review, Federa
Consortium Benchmark Study Report (February 1995); Best Practicesin World Class Call Centers, Discussion
Paper, Booz-Allen (undated); Customer Service Benchmarking Study, Booz-Allen (November 1994);
Technology and Systems Configuration Analysis, a call center systems analysis report prepared for The Retired
Officers Association by Booz-Allen (November 26, 1997); and the Medicare Hotline Transition Business Plan,
prepared for HCFA by Booz-Allen (June 1997). We also received input from various agencies operating or
managing call centers, including the U.S. Census Bureau, GSA’s Federal Information Center, National
Technical Information Service, and the Consumer Response Center at the Federal Trade Commission. We
reviewed various GPO-devel oped material to investigate order processing benchmarking, including its
discussions with Federal Express on its call center operations.
% The GPO measures (CY 97) were extracted from its Automated Call Distributor (ACD) software that supports
the inbound call center and from data supplied by staff of GPO’s Central Order Division.

% Refer to footnote (19) for a list of sources for these industry standards.
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Discussions with management on this issue suggest that the main source of the
bottleneck is insufficiently trained staff to serve as telephone customer service
representatives. About 15 full-time and 5 part-time staff manage incoming calls.
Using the SIMPROCESS" software, call management simulations prepared by the
Quality Systems Division in GPO revealed that, under certain assumptions, a one-
third increase in staff would be sufficient to reduce the percentage of calls forced
busy to less than 5 percent on atypical day.®

The retail sales operating hours (8:30 am. to 4:30 p.m., EST) are insufficient by
industry standards.

GPO typically takes 2 to 3 weeks to process an order, while the standard in the
industry is closer to 2 to 3 days. Thislong interval between a customer’s order
and receipt could be prompting customersto call about the status of their orders,
contributing to the calling bottleneck within the Central Order Division.”
Enabling more callers to reach a representative and place an order is also key to
improving productivity overall. GPO’swork process studies indicate that it takes
9.2 days to process an order received through the mail, and just 1.2 daysto
process that same order received over the telephone. Clearly improving the phone
capacity would dramatically improve turnaround times on orders and in turn
reduce the heavy volume of callers.®®

Customer service staff, who are recruited and classified as supply clerks, are not
adequately trained on how to serve customersin an effective manner.

Management in the retail sales operation have proposed changesin formal job
descriptions to improve recruiting and reassignment of staff, but no action has been
taken yet.

Information systems for order processing are fragmented, inadequate, and
outdated. Thisisawell-known problem among management and staff in the retail
sales organization. This problem is being addressed with a comprehensive, state-
of-the-art order processing and inventory management system, scheduled for
deployment later this year.

% Under the current system, callsin excess of five waiting in the queue are forced busy (i.e., busy signal). Thisis
done to limit the time waiting after a call enters the queue. The very high volume of calls “busied out” is
believed to be attributed to callers using automatic redialers attempting to reach GPO. How may customers fail
to reach GPO because of call center problems is unknown, but if only 5 percent of the calls forced busy are
customers never served, GPO could be losing substantial business. Assuming one-third of these lost callers
would have placed an order valued at $66 (based on FY 97 averages), the amount of money at stake (1,500,000
calls X .66 non-answer rate X .05 as customers X .33 as buyers X $66 order value) is $1,078,100. Modeling this
phenomenon is a common practice in the call center industry, and several new software simulation packages
have entered the market, together with benchmarking data that improve and simplify the process.

" survey data supplied by GPO indicate that of those calling with a question (which is about two-thirds of all
calls), more than one-half of these calls are inquiries about the status of a prior order.

% The disparity in the time interval required to fill orders by telephone compared with mail was contained in
GPO's Justification for Increasing FTEs in Telephone Operations as an appendix to its Proposal to Establish a
Satellite Telephone Operation at Bowie State University, prepared by the Documents Technical Support Group
(undated).
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GPO is about to implement a complete overhaul of their software systems and hardware
supporting the central order processing operations. For severa years the IPS has been
under development, and it appears to be well-designed using state-of-the-art technology.
| PS offers the promise of automating much of the back-office order processing and
fulfillment paperwork. Thiswill free up substantial staff, but there are no plans on how
these surplus staff will be used. Additionally, IPSwill demand that al staff perform
multiple activities previously not required of them. Most do not have the necessary skills
to serve as customer service representatives to relieve the critical bottleneck of inbound
calsand malil.

Recommendation 6. GPO should proceed as planned with the implementation of the
IPS software system, but it should also institute a rigorous
customer service performance measurement program and develop
and execute a new streamlined staffing plan for the Central Order
Division.

In line with his Recommendation, the following actions should be taken:

Industry performance standards should be established and monitored for the
central order processing center.

The job descriptions for customer service staff should be revised to better reflect
the service nature of the positions.

Intensive customer service and IPS training should be provided to all staff. (Thisis
being planned by GPO.)

Hours of operation should be expanded to an industry minimum standard of
12 hours per day, with shifts and staffing levels staggered throughout the day to
conform to customer call patterns and mail delivery schedules.

Workload simulations should be conducted using GPO's SIMPROCESS
simulation software to prepare and implement a staffing plan that takes advantage
of the productivity enhancements possible under IPS.

In the long-term, all 23 retail stores should be networked into IPS to take
advantage of its operating efficiencies.

Finding 7. The implementation of GPO’s long-awaited IPS in spring 1998 offers the
potential for dramatic productivity improvements in order processing and
inventory management.

Nearly 10 years ago, certain staff within the SupDocs realized that the information
technology systems supporting the retail sales operation would be inadequate to lead the
organization in the future. To address continued decline, these staff proposed an initiative
to implement a state-of-the-art system that would modernize SupDocs' inventory
management and order processing functions. After years of hard work, SupDocs is ready
to implement the IPS.
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IPSisafully integrated, inventory management and order processing system that replaces
18 current stand-alone systems, resulting in modern, integrated capabilities for all
supported functions. IPSis composed of eight functional modules:

Customer account and information system
Product management/inventory system
Warehouse management system
Financial/accounting system

Order control system

Forecasting and analysis system

Reports system

Customer service system.

Nearly all entities within SupDocs expect to gain some benefit from the implementation of
IPS. Benefits some functions within SupDocs can expect include—

Improved Inventory Planning and Marketing—A sophisticated decision support
system will provide forecasting that is based on historical data and various
forecasting models. Marketing will be able to track the success of promotional
activities and track customers based on market segment codes.

Improved Order Processing and Customer Service—On-line entry, inquiry, and
control of orderswill allow for order processing by one staff member at one time
and eliminate the multiple hand-offs now required to process an order.
Additionally, customer service representatives will have all product and customer
information available through IPS' centralized database.

Improved Inventory and Warehouse M anagement—Besides benefiting from
improved product planning, which is expected to decrease inventory costs,
inventory and warehousing functions will benefit from the * perpetual inventory
control” IPS provides. The system will manage inventory on area-time basis, i.e.,
as salesare made. Some additional expected performance improvements include
flexible cycle inventory counting, weekly status reports for activity analysis and
daily stock status, electronic data interchange for customers, and bar coding of
inventory.

2-25



BOOZALLEN & HAMITON

A few of the productivity improvements expected from the benefits outlined above
include—

Decrease in order processing time from the current 2—-3 weeksto 1 to 2 days

Elimination of much of the back-order paper processing in the central order
processing center

Reassignment of most staff from back-office operations to frontline customer
service positions.

Although successful implementation of IPS would constitute a revolution in the order
processing functions, many major issues remain to be addressed, as follows:

I PS does nothing to resolve the chronic problem of too few staff well trained to
serve customers.

The bookstores operation, which accounts for one-quarter of retail revenue, is not
linked to IPS. Therefore, GPO will till not have a complete picture of its
inventory; only five stores have point-of-sale systems that can be connected to
IPS.?

No staffing plan has been developed to operate | PS and take advantage of its
potentia productivity improvements.

Recommendation 7. GPO should proceed with IPS implementation but develop and
implement a new staffing plan to capitalize on the productivity
improvement potential inherent in IPS.

With the implementation of IPS in early spring 1998, SupDocs may experience significant
productivity improvements all across the organization. To exploit the abundance of tools
and information available through IPS, however, GPO must develop a staffing plan that
addresses the effect 1PS will have on workload and workforce. Specifically, GPO must
answer the following two questions:

How much will workload decline as aresult of the expected productivity
improvements?

How will the nature of the positions change in terms of skill sets required, and
what effect will that have on staffing?

Although management expects workload to decline, the exact effect of IPS on workload is
unknown. Management should conduct a thorough analysis of the efficiency gains
expected through IPS.

% The Chief of Field Operations (Bookstores) and the |PS team have been negotiating with the |PS contractor to
develop a module to connect IPS to the bookstore point-of-sale (POS) system. The IPS team is planning to have
bookstore POS systems connected to | PS soon after IPS goes live, although no time frame has been set to
accomplish this task.
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GPO has a'so begun to conduct training in anticipation of IPS. The different training
modules GPO devel oped address different workforce needs. For instance, GPO has
developed training modules not only on how to use IPS but also how to address the lack
of experience some staff have working with PCs. However, GPO has not performed a
comprehensive job task analysis to assess how the nature of positions will change and
what new skill setswill be required of staff working with IPS.

To address this issue GPO should take the series of stepsillustrated in Exhibit 2-7. First,
GPO should conduct a job task analysis to determine the knowledge, skills, and abilities
(KSAS) required of each position. Based on the KSAs, GPO should revise the position
descriptions for all staff working with IPS. GPO should then conduct a skills assessment
to compare the skills of their staff against the required skills. The results of the skills
assessment should be used to reassign, train, or hire staff based on skills and job
requirements. Additionally, GPO should develop aformal training plan to bring the skills
of personnel up to date with those required to meet their new job requirements.

Exhibit 2-7
Stepsto Address Workforce I ssues

Conduct Job . Revise Position | Conduct Skills

Task Analysis Descriptions Assessment —‘

‘ Reassign, Train, or Hire Develop Formal
—>

Staff to Fill Positions Training Plan

A substantial but unknown share of GPO’ sretail publication inventory resides at the

23 retail stores. When other stores or the Central Order Division's Laurel warehouse run
out of stock, GPO has no way to easily determine whether other supplies of the “out-of-
stock” publications are actually at one or more bookstores. As aresult, unnecessary
reprinting can occur or sales can be lost. To correct this problem, and better manage
GPO'’ s inventory, GPO management should install POS systems at all bookstores and link
them to IPS.

Finding 8. GPO has established cooperative distribution and marketing initiatives with
various public and private sector organizations to achieve expanded
distribution of its published products.

Based on sales growth, aternative media products represent the best opportunity
for new product development.
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GPO has various internal sources, such as the Office of Electronic Information
Dissemination Services (EIDS) and the Institute for Federal Printing and
Electronic Publishing (IFPEP), that are at the forefront of emerging electronic
printing and publishing technology.

The strategic aliance between EIDS and the Department of Commerce to make
the CBD available online via GPO Access is one example of how GPO
collaborated with an agency to develop a new product.

Recommendation 8. GPO should be more proactive in seeking cooperative ventures to
package, promote, and sell its publications.

GPO should develop an action plan to target agencies for new product
development.

GPO should expand its cooperative efforts with NTIS to develop marketable
publications and other information products.

GPO should leverage the capabilities of itsinternal organizations, such as EIDS
and |FPEP, to form strategic aliances with agencies.

Finding 9. The process for selecting, pricing, and promoting products for the retail
sales program is inefficient and poorly coordinated.

The current process for selecting, pricing, and promoting products occurs within stove-
piped organizations, all working as independent entities with the common goal of selling
government publications to the public. For example, inventory management specialists,
who recommended the products and quantities entering the sales program, determine the
product mix for the sales program. The GPO Pricing Committee manages pricing
separately, working within the limitations of Title 44. The GPO Pricing Committee
determines methods to compute prices for retail products. Various entities within
SupDocs manage promotion activities that occur independently of the product selection
and pricing process.

The product selection or “ride” process begins when GPO receives Form 3868, “Intent to
Publish,” from the customer agency. Ideally, Form 3868 arrives in the Documents Control
Branch (DCB) before the Request for Printing (SF 1) to alow sufficient time for the DCB
to make a decision concerning theride. In many cases, however, the Form 3868 arrives
the same day as the Request for Printing and the master document. In these cases,
Customer Services calls DCB and asks for their decision immediately.

Inventory management specidists use the following criteriato determine if a publication
should enter the sales program and the quantity to ride:

The number of copies the agency requests for printing and subsequent free
distribution

A comparison with smilar products and the number of rides on them
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A review of the Form 3868, “Intent to Publish,” and any special comments or
requests from the issuing agency

Current events and media attention at the time
Whether or not the publication is on the Internet

Periodic meetings with the issuing agency representatives to discuss the sales
potential of the product.

GPO generally orders enough copies to satisfy the number of copies expected to sell
during the publication’s shelf life—usually a 1-year period. In cases of large shelf life
guantities or potentially slow sellers, GPO may order the total number of copies
incrementally as needed.

Prices are established and reviewed annually by the internal GPO Pricing Committee.
Publications are priced using one of two methods—scale or formula (See SOD 202,
“Pricing Sales Information Products’):

Scale Method of Pricing. The scale method is used for basic, standard, black and
white publications. Like-sized publications are priced similarly.

Formula Method of Pricing. There are four components of the pricing formula:

— Printing and binding costs—Previoudly estimated production costs. The Sales
Management Division (SMD) believed those estimates were generally accurate
but it had no method for tracking or measuring the accuracy of the estimates.
The GPO Comptroller will begin providing SMD with a*“firm” price for
printing and binding. That price will be the final price quoted and charged to
the customer.

— Handling or program costs—The Pricing Committee annually determines these
costs. These costs include GPO' s overhead to produce the publication. The
criterion for setting the cost is the size of the publication measured in square
inches.

— Postage.

— Mark-up of 50 percent—This cost is intended to recover GPO costs associated
with discounts given to customers, unsalable publications, and reprinting (when
GPO cannot ride a publication).

After aproduct is produced for the sales program, it is delivered directly to the Laurel
Warehouse. No plans are created to “push” the products out of the Laurel Warehouse
and into the sales channels.

Whenever marketing and promotion does occur, the marketing processes lack the
necessary inputs to develop an effective and targeted marketing campaign. Information
about customers and sales is often not available or istoo cumbersome to obtain. The
automated information systems now in use are configured to track sales by GPO product
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number rather than by customer accounts. Furthermore, promotions of publications are
not coordinated with other entitiesin the sales program.

The lack of coordination among the various sales and marketing activities sustains alarge
product list, but relatively few revenue generators. For instance, of GPO’s 12,000 retail
salestitles, fewer than 10 account for 50 percent of the total revenue and three (CFR, FR,
and CBD) account for 38 percent of GPO’s total revenue.

Recommendation 9. GPO should revamp the process for selecting, pricing, and
promoting products.

The future of the retail sales operation depends on how well GPO meets the challenge of
redesigning its sales and marketing processes. As the processes currently exist, lack of
communication and coordination among the various entities involved in sales and
marketing undermines efforts to restore financial health to the retail sales operation.
Although the tools and information will be available through IPS, the challenge for GPO is
to create an integrated approach to sales and marketing. To achieve this goal, GPO must
revamp the current processes for selecting, pricing, and promoting its products.

IPSisagood start for revamping the sales and marketing processes. Essentia data
regarding customers and sales that do not exist will be available through IPS in the near
future. Additionaly, tools such as forecasting models to project demand will enable the
inventory management specialists to make improved decisions regarding product mix and
quantities. Finally, distribution of products will benefit from the real-time relay of product
orders from the time they are placed to the time they are received in the Laurel
Warehouse.

The decision to select a publication for sale and the quantity to select should be made after
the following characteristics, at a minimum, have been considered—existing markets,
potential (untapped) markets, sales history of similar products, externa environmental
factors, and effect on overal revenue. With the implementation of IPS, GPO plansto
employ forecasting tools to approximate demand for products. Additionally, though the
effect of all pricing strategies should be simulated on modeling tools to determine the
effect on volume and market share, competitive position, and profitability. Finaly, GPO
should define a projected demand threshold for a product to be selected for the sales
program.

The limitations placed on pricing by Title 44 should be removed. With the subsequent
added flexibility, GPO should align its pricing strategy with its short- and long-term
objectives. Specifically, pricing should address business strategy, revenue goals, and
product and market objectives. Furthermore, if GPO continues to use the Pricing
Committee to set sales prices, the Chief of the Field Operations Division (or a
knowledgeable, designated representative from the Bookstore Branch) should be included
as amember of the Committee.
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Exhibit 2-8
Monthly GPO Access Retrievals
(January 1996-October 1997)
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Recommendation 10. GPO should continue with its efforts to place more documents on
its GPO Access Web site and, if necessary, seek additional funds
from Congress to expand this program.

The importance of GPO Access will continue to increase as the FDLP movesto an
electronic future. Additionally, as stated previoudly, users vaue the service GPO Access
provides and continue to increase their use. To keep GPO Access current with changing
technology, GPO should continually modernize and redesign GPO Access to keep it user
friendly. GPO should undertake a study to compare GPO Access with the best-rated
Internet sites that serve asimilar purpose. Given the important nature of this program,

Congress should provide support to GPO in continually updating and modernizing GPO
Access.

Finding 11. Although sales of printed documents have declined, the sales of information
products in electronic format have risen dramatically.

According to GPO figures, the sale of electronic products® has risen from $1.2 million in
FY 93 to $2.7 million in FY 97—a 22 percent compound annual growth rate.**
Moreover, it appears that sales of electronic products have accelerated during the first
quarter of FY 98—increasing 30 percent over the same period last fiscal year.

A major contributing factor to this accelerating growth has been sales of the IRS tax forms
on CD-ROM. With the help of more marketing from GPO and the IRS, thistitle’' s sales

% Electronic “products’ include publications, documents, and databases sold in an electronic format, including
CD-ROM, magnetic tape, and diskette. It does not include any printed documents that may have been ordered
viathe Internet.

3 As stated elsewhere in this report (see footnotes 7 and 8), these sales figures include Salaries and Expense (S& E)
appropriations amounting to $0.6 and $2.5 million in FY 93 and FY 97, respectively. In spite of this accounting
anomaly, the growth in actual sales of electronic products remains substantial.
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have surged from about 36,000 units shipped during the 1996 tax year, to more than
60,000 for this tax year (1997) so far (i.e., through the end of February 1998).

Recommendation 11. GPO should accelerate its product development and marketing
efforts in the electronic products area and modify its accounting
practices to show how sales of these products have increased.

Although no one predicts printed documents will be entirely eliminated, there undoubtedly
will be a continued shift in consumer preferences from printed publications to some
version of an eectronic format. Large reports and files, even if available free viathe
Internet, do not lend themselves to rapid downloading and easy viewing, at least not with
the technology typically available to today’ s mass market consumers. For these and other
reasons, titles and products on CD-ROM and on diskette should continue to increase in
popularity.

As the leading publisher in the Federal Government, GPO must continue to demonstrate a
keen interest in fostering growth in sales of products in electronic formats. Electronic
formats a so lend themselves to bundling documents to enhance their marketability. This
could be achieved by placing severdl titles or databases (or a combination) on the same
theme, such as health care, onto a single CD-ROM.

Accounting conventions at GPO allow funds from the Salaries and Expense (S&E)
appropriation to be classified as sales revenue. This offsets the inclusion of these same
amounts in the S& E expense categories, where staff who are developing and maintaining
GPO Access are reimbursed from this appropriation when they provide assistance to
customers. In FY 97, for example, the sales category (#5216) “Electronic Products”
reported sales revenue of $5.2 million, of which $2.5 million represented the offset for
appropriations in certain S& E expense categories. We recommend that this practice be
abandoned, because it overstates the sales revenue figures, especially in the important
electronic products category.

Finding 12. Through more effective use of delivery services, GPO has reduced the
postage cost for shipping documents to customers from an average of 24
percent of sales to 16 percent, saving at least $5 million in FY 97.

Historically, GPO has relied on the US Postal Service to deliver publications at Fourth
Class book rates. In calculating the retail price of a publication, these postage costs are
included in conformance with the requirements of Title 44. During areview of waysto
save money in the retail sales operation, GPO determined that, under certain conditions,
UPS offered a cheaper and speedier alternative to USPS Fourth Class.*

Beginning in FY 97, GPO began sending more of its publications for shipment through
RoadWay Express under a blanket contract agreement. This agreement is the result of

%2 For details on this and other actions to save money and increase revenue refer to Action Plan to Return SupDocs
Sales Program to a Self-Sustaining Basis in Fiscal Year 1997. (GPO internal report, September 1996).
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competitive bids from major delivery services, including USPS, in an effort to lower costs
and improve delivery further.

Recommendation 12. GPO should explore the possibility of adopting the common
practice among mail-order operations of charging an additional
standard shipping and handling fee to the customer’s invoice.

Title 44 aside, GPO should consider adopting the common mail-order industry practice of
adding a shipping and handling fee to the standard retail price. This could resultin
substantia revenue, improving the financial health of the retail sales operation.

Fulfillment/Warehousing

Finding 13. GPO's aggressive actions to eliminate excess, obsolete, and unsalable stock
during the past 2 years has freed up about 25 percent of the floor space at
Laurel, making it possible to proceed with consolidation from other
locations.

This finding addresses the consolidation of inventory management and warehousing
operations from two aspects:

Consolidate operations and equipment to exploit available vacant floor space

Consolidate personnel who are performing similar functions to reduce the staff
required to fulfill those functions.

GPO leases two warehouses in Laurel (406,000 square feet) for storage of printed
publications and subscriptions and one warehouse in Springfield (180,000 square feet) for
back-up storage of paper and supplies. The combined annual |eases cost $2.26 million,
plus another $540,000 for utilities, planned upgrades, and miscellaneous services

(e.g., trash removal, snow removal, parking lot clean-up).

A total of 199 personnel collectively perform pick, pack, and ship functions at GPO.
Specifically, 140 personnel work at Laurel, 43 personnel work as part of LPS, and
16 personnel work at Springbelt. Although the products that are managed at these
facilities differ, the basic mechanics of the pick, pack, and ship functions are smilar.

The Laurel Warehouse complex is composed of two warehouses. Laurel 1 houses the
Warehouse Division, which is used for bulk storage and shipping, and the Consigned
Section, which houses racks and bins of publications that GPO manages for other Federa
agencies on a cost-reimbursable basis. Laurel 2 houses the Retail Distribution Division.
The Retail Distribution Division consists primarily of bins containing small quantities of all
publications available for sale. When necessary, the bins are replenished by moving
publications from bulk storage into the bins.
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There is much excess/unused floor and rack space at the Laurel Warehouse. After the
major reduction of obsolete and excess inventory (“dump”) occurred in 1996, a proactive
initiative was taken to move the remaining publications off the racksin area 100 of

Laurel 1 and to consolidate them elsewhere within the warehouse. As aresult, about
50,000 sguare feet were made available in Area 100 and that space still remains unused.
About 35,000 square feet of that total would be immediately available with the removal of
the racks that are in place, provided the racks are not required as part of any other
consolidation considerations. With all the racks still in place, the number of empty pallet
storage spaces has also increased by 2,500, or 16 percent since January 1996. Further, as
part of the same initiative, about another 18,000 square feet could be available within Area
400 of Laurel 2. This space is now being used for storage of palletized materias, pending
their placement on racks, and three roof-top air-conditioning units pending installation.

Additionally, the Laurel Operations Coordinator spoke of the possibility of vacating
another 31,000 square feet in Laurel 1, which is occupied by the Consigned Section. The
Coordinator believes that the consigned materials could be relocated into the Retail
Distribution Division area of Laurel 2. This space could be used as part of other
consolidation considerations or it could be returned to the building owner after the current
lease expiresin August 1999. If this spaceis returned to the owner, it is estimated that a
savings of about $75,000 (lease, utilities, etc.) would occur when the lease expires.

Other considerations that could make additional floor or rack space available include
reducing the number of titles selected for sale, with a subsequent reduction in storage in
the warehouse, and reducing the current prescribed shelf life for publications (typically

12 months), which would reduce the number of publications stored on the racks. Either of
these approaches would reduce the number of copies held in storage and could lead to
further internal consolidation, making more space available.

Excess and unused materia handling equipment is sitting idle in the Laurel Warehouse.
The equipment, along with the associated recharging stations, occupies floor space that
could be used for storage purposes. Additionally, selling the serviceable equipment would
generate revenue for the GPO Revolving Fund.

The LPS Depository Distribution Division is responsible for the physical receipt, storage,
issuance, preparation, and distribution of shipments of publications to depository libraries.
In its current configuration, Depository Distribution Division requires about 49,000 square
feet¥2 30,000 for industrial operations and 19,000 for offices—to accomplish its pick,
pack, and ship operations. The floor space already available at Laurel is more than
sufficient to house this operation of LPS.

At least some efforts appear to be duplicated between the Depository Distribution
Division and Laurel Warehouse operations with personnel performing similar functions
related to pick, pack, and ship operations. These functional areas are ideal for
consolidation, as floor space is available at Laurel to rel ocate the Depository Distribution
operation.
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The Springbelt Warehouse, which serves as a back-up storage facility for paper and
materials, uses about 60 percent, or 108,000 square feet, of its capacity (180,000 square
feet). Initscurrent configuration, and with the current philosophy concerning the amount
of paper and supplies to keep on hand, there is not enough available floor space to
relocate Springbelt operationsto Laurel. However, further aggressive action to reduce
inventories of printed materials at Laurel and to better manage paper and materials, or to
reduce the on-hand stock level at Springbelt, could allow Springbelt operations to move to
Laurel when the Springbelt |ease expires in September 2000.

Recommendation 13. GPO should take action to reduce its supply of paper stock and
other materials at the Springbelt Warehouse in anticipation of an
eventual consolidation of the warehouses into a single location.
GPO should dispose of or sell excess material handling equipment
at the Laurel Warehouse.

In al the warehousing best practices we researched, regardless of product, the accepted
standard is to minimize inventory, thereby minimizing the amount of space required to
house the inventory and thus reducing inventory carrying costs. In aletter dated July 8,
1996, to the Honorable William M. Thomas, Chairman of the Joint Committee on
Printing, GPO’ s Public Printer recognized this best practice. He addressed the issue of
consolidation of warehouse space, identified the estimated savings, and highlighted the
inventory reduction efforts that had occurred to date, including which efforts still needed
to occur to ensure consolidation. One letter also stated that options to reduce warehouse
Space were being reviewed.

Although aformal consolidation plan has not been developed, the current Laurel
Operations Coordinator has a conceptual plan that addresses several options for
consolidation of warehouse space. Although his concept has not been established in
detail, it appears to be a solid framework from which to develop a usable plan. This
initiative should progress in a coordinated effort. Target dates to complete consolidation
should coincide with the warehouses' respective lease expiration dates (Laurel 1—August
1999; Laurel 2—December 2000; and Springbelt—September 2000).

Personnel space savings would be a mgor benefit resulting from consolidating the Laurel
warehouse with the Depository Distribution Division. Not all 183 personnel (140 at
Laurel and 43 at Depository Distribution Division) who are involved in pick, pack, and
ship operations may be required to perform those functions in a consolidated environment.
After the necessary staffing and skill level required for the consolidated operation are
determined, GPO should fill al positions with employees with sufficient skills and reduce
all surplus through reassignment or attrition.

Serviceable equipment could be sold through auctions with the proceeds benefiting the
GPO Revolving Fund. In addition to producing revenue for GPO, the removal of the
equipment would free up additional floor space for other operations.
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Finally, GPO should review its policies for determining the amount of paper and supplies
stored in the Springbelt Warehouse. The review should establish absolute minimum levels
for suppliesto prepare for the consolidation of Springbelt and Laurel.

Finding 14. Even though the overall shipping and receiving volume has declined by
34 percent during the last 2 years, the staff at the Laurel Warehouse has
decreased by only 13 percent (from 160 to 140 staff).

The staff reduction that has occurred, primarily through attrition, during the last 2 years at
Laurel has not kept pace proportionately with the reduction in workload that has occurred
during the same time frame as Exhibit 2-9 illustrates.

Exhibit 2-9
FY 95to FY 97 Workload Reductions
Laurel Warehouse®

FY 95 FY 97 Percent
Activity # Copies # Copies Reduction
# Copies Received 22,252,724 14,086,234 37
# Copies Shipped 20,982,706 14,328,125 32
Warehouse End FY Balance 7,274,142 4,498,080 38
Total # Copies Handled 43,235,430 28,414,359 34

Recommendation 14. GPO should further adjust staff through reassignment or attrition
to levels more in keeping with current and projected workload.

Staff levels should be set commensurate with the reduction in the workload that has
occurred during the last 2 years. However, any planned consolidation of operations at the
warehouse, such as the LPS Depository Distribution Division, should be considered to
ensure sufficient staff, with the proper skills, are retained to perform the additional
functions.

Finding 15. Storage rates charged to agencies for their consigned publications and
periodicals have not been updated since FY 92, and reporting discrepancies
exist on the number of pallet spaces and bins that should be charged for
agency consignment.

GPO manages and mails publications and periodicals for 24 Federal agencieson a
consignment basis. These products are stored and processed in a separate section of
Laurel Warehouse 1. Agencies that place products in the warehouse reimburse GPO for
the handling and processing of the products. The agencies are also charged a storage fee
(for pallet storage space or for bin storage space, as required) for products that are
stocked in the warehouse for future distribution.

 Source of the datais the Annual Report entitled, Projected Cumulative Copies Sold From Central Office Report,
Sales/Federal Register Programs for FY 95, 96, and 97.
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The storage rates are calculated by dividing the warehouse operating expenses (for the
Consigned Section), proportionately, by the number of pallet storage spaces or the number
of bins, as appropriate. The storage rates that are charged to agencies have not been
updated or revised since FY 92 even though operating costs have risen. While using those
rates, the Warehouse Reimbursable Program experienced aloss of $426,302 during FY 92
aone. The GPO Rates and Investigations (R&1) Branch establishes the rates charged to
agencies. R& | uses pallet storage space and bin storage space data provided by the
Consigned Section in its calculations. The FY 92 calculations were based on 591 pallet
storage spaces and 4,700 bin storage spaces. However, there may now be 2,789 pallet
storage spaces and 3,148 bins being used.

Recommendation 15. GPO should reconcile the number of available and assigned
storage spaces (pallets and bins), and review and adjust as
necessary the storage rates charged to the agencies.

Storage fees should be a revenue producer for GPO or, at a minimum, a break-even
proposition. If the storage rates are calculated using an incorrect number of storage
gpaces and bins—

GPO will not be charging agencies fair and accurate rates for storage of their
products.

GPO will continue to lose money.

An applicable best practice we observed involves the Defense Logistics Agency (DLA).
DLA stores materials and distributes them from numerous warehouses for other Defense
agencies, including publications for the U.S. Navy. DLA establishes the rates and charges
the agencies through the Defense Business Operating Fund (DBOF). DLA reviews and
recal culates the rates annually, based on its operating expenses and the amount of square
feet occupied by the material the agency has in storage. Recognizing these storage rates
are revenue producers, DLA is examining the feasibility of calculating the rates using the
cubic feet (versus square feet) occupied by the materials. Thiswould increase DLA’s
revenue substantially. GPO should consider a similar pricing model after it reconciles the
number of available storage spaces and updates its rates.

Field Operations Division (Retail Stores)

Finding 16. Some GPO bookstores have developed a niche by recognizing the needs of
their local markets and capitalizing on them through creative marketing.

In general, GPO bookstores serve customers that are unique to their market. Some stores
have exploited this fact by tailoring their marketing and promotion efforts to target their
unique customers. As aresult, the assortment of merchandise sold in bookstores varies
greatly from store to store. For example, the New Y ork store has capitalized on its large
immigrant customer base by stocking al immigration and naturalization forms, sales of
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which generate a significant amount of its revenues. Similarly, the bookstore in
Jacksonville has targeted nautical publications as a result of nautical interest in the area.

In some instances, bookstore managers have also conducted significant marketing efforts
to capture markets outside their immediate local market. For example, the Seattle
bookstore, with the help of Headquarters, initiated a marketing trip to Alaska during
which the store manager and the assistant manager visited many businesses. The trip was
targeted at businesses that required the use of the CFR. The store manager tracked all
sales from the trip, showing that the store generated sales in excess of $11,500 in just

2.5 months as a direct result of the Alaskatrip.

Recommendation 16. GPO needs to institutionalize the process of fostering and sharing
innovative, local, market-specific initiatives among staff managing
the retail book stores.

Like their commercia counterparts, GPO’sretall bookstore sales each reflect the
character of the customers that frequent these stores. To capitalize on sales opportunities
in these local markets, GPO needs to take steps to better understand the geographic,
demographic, socioeconomic, lifestyle, and occupational makeup of customers and
prospects within easy commuting distance of each store. GPO also needs to gather
information on the retail, industrial, and residential makeup of the immediate area around
each store, because these factors as well affect store traffic.

In addition to gathering market intelligence specific to each store, GPO should encourage
and reward store staff for market testing and experimentation in selecting and promoting
retail publications. They need training in how to develop specific offerings that better
match the needs of customersin their local markets. A continuous sharing of lessons
learned from this testing and experimentation is essential to leverage the knowledge gained
in one local market for the benefit of staff in other markets.

Finding 17. About 60 percent of stores’ revenue is generated through mail and telephone
orders, raising questions about the need for stores.

As Exhibit 2-10 illustrates, a majority of the bookstore revenues arrive through mail and
telephone orders, while about 40 percent of revenues are generated via walk-in
customers® This situation presents a potential risk to the entire bookstore operation.
Although there are some instances where sales can be traced back to a store' s promotion
activities, the true origin® of most telephone and mail-order customers is unknown. Since
bookstore telephone numbers and addresses are readily available in GPO catalogs and on
Internet sites, and are a'so made available to customers by the bookstores, the origin of
mail and telephone sales could either be Headquarters or bookstores. There is a chance

% The data used to determine the sales categorization by type (i.e., walk-in, mail, or telephone) of saleis tracked
manually by stores and submitted daily to GPO Headquarters.

% The word “origin” refers to the marketing activity and the source of the marketing that resultsin asale. For
example, the origin for a sale generated as a result of Headquarters placing bookstore numbers on the Web would
be Headquarters.
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that because of the bottlenecks at the central order processing operation at Headquarters,
many customers have opted to call the bookstores instead of Headquarters to place an
order. If thisisthe case, stores could potentially lose a mgority of their revenues with the
implementation of 1PS at Headquarters. IPS is expected to eliminate much of the backlog
that currently exists in the central order processing operation. As aresult, many of the
orders currently being placed at bookstores would return to the central order processing
operation, thereby eliminating much of the sales currently credited to stores.

Exhibit 2-10
Sales Breakdown for GPO Bookstor es

Bookstores Sales Breakdown

Type of Walk-In Telephone Mail Orders Other
Customer % % % %
FY 95 32 26 35
FY 96 32 31 29
FY 97 42 30 20

This situation also raises the issue: isthere area need for the bookstores? If only

40 percent of the sales at bookstores are being generated through walk-in sales, regardless
of the origin of asale, what real purpose are the stores serving? The mission of the
bookstores is to provide face-to-face personalized service to customers, but if the majority
of the sales revenue is generated through mail and telephone orders, customers do not
receive face-to-face service. With the implementation of IPS, those telephone and mail
order sales could be diverted to Headquarters where staff at the central order processing
would have the adequate training, resources, and information to serve customers.

Recommendation 17. GPO should develop a mechanism to track sales based on the
origin of the order and perform a cost and benefit analysis of the
bookstores.

To closely monitor each store’s customer base, GPO should continue to use the sales
activity reports to monitor sales by customer type (i.e., walk-in, telephone, or mail). In
addition to the sales activity reports, bookstores should develop a mechanism to track
sales based on their origin or marketing source. An option should be added to the POS
system that allows store staff to enter the type of sale and its origin. Store managers and
Headquarters will then be able to more closely track the types of products different types
of customers are purchasing and the accurate origin of sales.

GPO should aso perform a cost and benefit analysis of the retail stores operation to
determine whether the retail stores should be privatized, outsourced, or closed all
together.
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Finding 18. Although GPO’s bookstores are financially viable as a group, some are
unprofitable and most fall short of industry performance standards.

The 23 retail stores are collectively self-sustaining and generate a net income for GPO,
which was $1.8 million in FY 97. Of the 23 stores, however, 8 stores operated in the red
and had a net loss of $535,000. In fact, six stores—Chicago, Cleveland, Columbus,
Detroit, Portland, and San Francisco—have been unprofitable at least 3 of the past 5 fiscal
years. These stores are lowering the overall profitability of the operation.

GPO has no measurement system to evaluate the performance of its stores. The lack of a
measurement system has resulted in a situation where management is unaware of the true
state of the retail store business. After constructing some measures based on information
collected from GPO, we found that although many stores are profitable, they fail to meet
many industry performance standards. Based on data from the American Booksellers
Association, GPO bookstores consistently rank well below industry averages on severdl
performance measures. For example, while industry sales per square foot range from
$152 to $233, most GPO stores sales per square feet range from $30 to $100. The
disparity between industry and GPO' s stores can be attributed to—

Bookstores are limited to selling government publications. Therefore, their
customer base cannot be compared with that of private sector bookstores.

Stores might be too large for their line of business. Most stores percentage of
selling space compared with total space is below industry standard.

Most GPO stores are open from 8 am. to 4 p.m. Monday through Friday, while
private sector stores are generally open from 9 am. to 9 p.m. at least 6 days a
week.

Recommendation 18. After a thorough review, GPO should close or relocate all stores
with unprofitable futures and set up a performance measurement
system to closely monitor the performance of all open stores.

Although GPO'sretail stores remain profitable as awhole, their overal profitability could
be increased by taking necessary steps to close or relocate historically unprofitable stores
that show little or no potential to achieve and remain profitable. Additionaly,
implementation of a performance measurement system at the store level will enable stores
and Headqguarters management to closely monitor the performance of stores.

The Chicago, Cleveland, Columbus, Detroit, Portland, and San Francisco stores should be
placed on a“watch schedule’ so Headquarters can help them develop a plan of action to
at least break even. If at the end of this period, the stores are still operating at aloss, they
should be closed or relocated. The decision about whether or not to relocate a store must
be justified and, at a minimum, consider the following questions:

What were the reasons for closing the old location?
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Will the new location solve the problems that led to the closing of the old location?

Is there alarge enough local market to support the new store?

GPO should identify and apply industry-accepted performance standards to evaluate the
performance of its bookstores, individually and collectively, on aregular basis. Some
typica performance measures include revenue per square foot, inventory turnover, and
sales per store hour.

Regular market assessments should be conducted so that management is aware of the
evolving markets and customer base for each bookstore. The opening of new stores or
relocation of existing stores should be based on extensive market analysis. The market
analysis must show that the store will break even by the third year of operation and remain
consistently profitable, thereafter.

Finding 19. Little standardization of practices exists across stores, and most stores lack
the basic necessities to achieve their true market potential.

The GPO bookstores operate under the guidance of the Office of the Chief (manager of
the Field Operations Division) and adhere to the policies listed in the standard operating
procedures manual, United States Gover nment Bookstores, Guidance for Manager, and
Title 44. All stores submit daily sales reports and other required documentation to
Headquarters and follow the operational policies of SupDocs and GPO.

Merchandising decisions are exclusively made at the store level. The decision to order or
replenish inventory is based on the store manager’ s knowledge of the local market and
sales history information, which is available on inventory cards.*® Because information
regarding a particular store’s product sales or marketsis not tracked at Headquarters,
stores seldom receive guidance regarding merchandising from Headquarters. The practice
of alowing stores to tailor their merchandise to the needs of the local market is common
throughout the bookstore industry. However, Headquarters or regional officesin the
private sector constantly track sales trends of particular stores and markets, providing
guidance to store managers on which merchandise might sell particularly well in the
store’s markets.

Marketing efforts are also managed at the store level and vary by store. Some store
managers proactively market outside of their store’'simmediate local area, and in some
instances (as cited in Finding 16), store marketing efforts have generated significant
revenues through their marketing efforts. However, thereislittle or no coordination of
marketing and promotion efforts between the stores and GPO’s Advertising and
Promotion Branch. Most bookstores rely on fragmented mailing lists that are maintained
on various software for promotional efforts.

% Because most bookstores do not have a POS system that tracks inventory, inventory cards are used to track
orders and inventory.
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Although examples like those cited in Finding 16 are favorable, the lack of communication
among the store managers, and between Headquarters and the bookstores has hindered
the exchange of information and ideas that could potentially prove to be lucrative and
enhance store performance. Additionaly, stores do not have e-mail, which has further
impeded communication. Best practice organizations have regular regiona meetings, yet
the last GPO store managers meeting was held May 1994. A store managers meeting is
tentatively scheduled for June 1998.

Bookstores also lack basic necessities required to run an efficient retail store operation.
Only 5 of the 23 stores have POS systems installed, and those systems function as stand-
alone systems with no linkage to Headquarters. In severa interviews, it was mentioned
that after IPS was implemented, the POS systems would be linked to it. The remaining
stores without a POS system are supposed to be provided with a POS system and linked
to IPS (currently, no funds have been approved to purchase POS systems for the
remaining stores). The staff at the five stores that do have POS systems are inadequately
trained to use the system or do not use it to its maximum potential. Moreover, managers
do not use many reports that are available or can be generated. In the fielding of the POS
system, many necessary components such as the customer module were either not
purchased or overlooked.

In the private sector, companies use store design and layout to convey a common theme
and attract customers, yet GPO stores lack such atheme to convey the GPO image.
Although 10 stores have display fixtures ssimilar to the main bookstore located in
Washington, DC, the remaining have various fixtures and layouts.

Finally, like most distribution channels of GPO, the bookstores do not use any methods to
solicit customer input or to monitor or measure customer satisfaction.

Recommendation 19. GPO Headquarters should support the bookstores with the
necessary resources and guidance to maximize their revenue
potential.

Merchandising decisions should continue to reside with store managers. However,
Headquarters should take a more proactive role in providing guidance. Specificaly,
Headquarters should devel op a mechanism to monitor store sales, products, and
customers, and should provide recommendations based on that information. Headquarters
should aso benchmark the commercid retail industry and join industry associations such
as the American Booksellers Association to remain current with industry trends and make
recommendations to GPO bookstores.

Sdales territories or regions should be defined for each store, including areas of
responsibility for each region. Stores should be made responsible for marketing to their
region. Headquarters Advertising and Promotion Branch should provide more assistance,
such as providing promotional materials, to the stores.
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GPO should conduct at least one store managers meeting per year to discuss issues
related to the retail store operation and to exchange best practice ideas. The meeting
could be held in different cities to allow store managers to view other GPO bookstores.
Additionaly, all stores should have access to basic technologies such as the Internet and
e-mail. Stores should use e-mail to freely exchange ideas and information.

GPO should develop atimeline to implement POS systems at all bookstores. The
requirements for the POS system should be reevaluated to consider the possibility of
adding the customer module and the export module to existing and future systems. The
system should be directly linked to IPS, thereby enabling Headquarters to have a
comprehensive view of inventory in the retail sales operation and providing stores a
mechanism to view inventory at the Laurel Warehouse. Finaly, GPO should develop a
training plan to train al store managers and staff on all the uses of the POS system for
store management and reporting.

GPO Headquarters should develop a common design and layout for all bookstores
comparable to the methods private sector bookstores use. For example, in the private
sector, companies use store design and layout to convey atheme and draw in customers.
GPO should define and implement a GPO theme throughout its bookstores to attract
customers.

GPO should regularly conduct market assessments to anticipate and respond to changesin
the markets for each store.

2.3 FEDERAL DEPOSITORY LIBRARY PROGRAM

Mission and Goals

As authorized by Title 44 U.S.C., LPS administers the FDLP. The mission of the FDLP,
under the SupDacs, is “to provide equitable, efficient, timely and dependable no-fee public access
37

The FDLP reaffirms this mission by emphasizing the importance of making government
information available via electronic formats. The FDLP' s goals are®—

Ensure that the public has equitable, no-fee, local public access to government
information products through a centrally managed, statutorily authorized network of
geographically dispersed depository libraries.

37 U.S. Government Printing Office, Sudy to | dentify Measures Necessary for a Successful Transition to a More
Electronic Federal Depository Library Program, June 1996, p. 5.

% U.S. Government Printing Office, Sudy to | dentify Measures Necessary for a Successful Transition to a More
Electronic Federal Depository Library Program, June 1996, p. 6—7.
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Use new information technologies to improve public access to government information
and expand the array of government information products and government electronic
information services made available through the FDLP.

Provide government information products in formats appropriate to the needs of users
and their intended use.

Enable the public to locate government information regardless of format.

Ensure both timely, current public access and permanent, future public access to
government information products at or through depository libraries, without
copyright-like restrictions on the use or reuse of that information.

Facilitate preservation of government information through the National Archives and
Records Administration.

Ensure that the program is cost effective for al parties involved, including government
publishing agencies, GPO, depository libraries, and the public.

Services

The FDLP provides four main services to government agencies—information
dissemination services, cataloging and locator services, permanent access services, and depository
library services.

I nformation Dissemination Services. The FDLP disseminates agencies electronic
information products via GPO Access. These products are distributed to depository libraries at
no cost to the agency if they are produced or procured through GPO.

Cataloging and L ocator Services. Agency information products are cataloged in a
standard library format for entry into a national bibliographic utility and nationwide individual
library online catalog. Through pathway services, users can locate and connect to information at
agency sites. FDLP coordinates with agencies to provide bibliographic control of government
information products.

Permanent Access Services. FDLP coordinates with agencies and with participating
depository libraries to ensure that both tangible and online el ectronic information products are
maintained permanently for use by agencies and the public. FDLP stores, maintains, and provides
distributed permanent access to government electronic information products. These services are
an historical resource for products that are no longer available through the publishing agency or
the Sales Program.

Depository Libraries Services. About 1,375 depository libraries exist nationwide.
There are two types of depository libraries. regiona depositories, which receive al material
distributed through the FDL P and make the information permanently available for public use
without charge; and selective depositories, which tailor their publications acquisitions to local
needs, choosing from among 7,000 organizational and series categories, and are required to keep
the products they receive available for at least 5 years. Both types of depository libraries receive
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government information products in various formats at no cost in return for providing free public
access to the information. These libraries service between 189,000 and 237,000 users each week.
In FY 97, about 13.4 million copies on paper and microfiche and 341,100 copiesin electronic
formats (i.e., CD-ROM) were distributed to depository libraries. LPS monitors the condition of
depository libraries through periodic inspection visits, self-studies, and abiennia survey. In
addition to managing the depository library program, LPS conducts outreach activities, such as
organizing continuing education efforts for librarians, which include the annual Federal
Depository Conference and Interagency Depository Seminar. These outreach activities lead to
effective implementation of input from members of the depository community, library
associations, and key advisory bodies.

Appropriations

The FY 99 appropriations request for the S& E Appropriation of the SupDocs was
$30.2 million, most of which was designated for the FDLP ($25.8 million). Other programs
covered by this sum include Cataloging and Indexing ($3.5 million), By-Law Distribution
($0.4 million), and International Exchange ($0.5 million). The FY 99 appropriations request
represents an increase of $1.1 million (3.9 percent) over the amount approved for FY 98, dueto
increases in mandatory pay and related costs, price level changes, and workload changes. For
example, resources once used to manage physical products are now being used to manage
electronic products. About $225,000 of the FY 99 appropriations are for enhancements to GPO
Access to facilitate the transition of the FDLP to a predominantly electronic information
distribution system.

Title 44

Title 44, Chapter 19, of the US Code gives the SupDocs responsibility for receiving,
classifying, cataloging, distributing to libraries, and ensuring the preservation of Federal
Government information products. Title 44, Chapter 41, of the U.S. Code enables the public to
have no-fee online access to the Federal Register, Congressional Record, congressiond bills
introduced in Congress, Code of Federal Regulations, Commerce Business Daily, public laws,
and more than 70 government databases. In 1993, Congress amended Title 44 with the GPO
Electronic Information Access Enhancement Act, which requires GPO to disseminate government
information products online. This Act formed the basis of GPO Access, the primary ddlivery
vehicle for online government information to depository libraries and the public.

A major effort in place is to redraft Title 44. GPO has proposed changesto Title 44 in three main
areas.

Changes reaffirming the centralization of the Government’ s conventional printing
procurement functions in GPO

Changes clarifying GPO’ s authority to produce, procure, and sell government
publications in eectronic formats; clarifying GPO’ s responsibility to compile
comprehensive catalogs and indexes of government publications, including
publications in el ectronic format; and clarifying the existing requirement that
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government publications in electronic formats be made available for dissemination to
Federal depository libraries

Changes providing additional flexibility and authority to the Public Printer and the
Superintendent of Documents in managing government publications, including
requirements for the Director of OMB to support GPO programs and services.

The second change is the most relevant to the FDLP. Proposed changes to Chapter 19 of
Title 44 include—

Create new definitions of “government information” to specifically include e ectronic
formats and prevent restrictions on public access to public domain information

Establish a system of electronic public access to government information coordinated
by the Superintendent of Documents

Combat “fugitive”* documents by broadening the kinds of information entering the
depository library program, including eliminating the exemption on “ cooperative”
publications

Update language covering statutory designations of depositories, inspection
requirements, and cataloging and locator services

Provide for permanent access to electronic information.
GPO’'s Transition Plansfor a More Electronic FDLP

In August 1995, at the direction of Congress, GPO initiated a Sudy to Identify Measures
Necessary for a Successful Transition to a More Electronic Federal Depository Library
Program. The transition to a more electronic FDLP, which is estimated to take 5 to 7 years,
includes disseminating tangible el ectronic government information products, online databases, and
locator services. Results of the study indicated that there was value in having the authority for a
broad-based public information program remain in the legidative branch, and for having asingle
entity in the SupDocs coordinate library-related information dissemination activities.

GPO is continually implementing transition plans for a more electronic FDLP. Depository
libraries can use the World Wide Web to perform awide variety of functions related to the FDLP,
including updating library profiles, viewing and downloading library item selection profiles,
making new selections and dropping unneeded items online, obtaining information regarding
changes to the program, registering for conferences, and completing the Biennial Survey of
Depository Libraries. Federa depository libraries now assist users in locating government
information in tangible formats, including information that is available online. Through the FDLP,
public users can access STAT-USA, CenStats, and Environmental Health Information Service at
no charge to the user or the library.

% Fugitive documents are documents that are not received in the FDLP.
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In addition to these services, users are el ectronically accessing government information
from GPO Access at an increasing rate. Users of GPO Access are downloading about 8 million
documents per month from more than 70 databases. Even those without computers are using
GPO Access through public access terminals located at depository libraries. Future electronic
projects for the FDLP include an e-mail response system for depository library inquiries and an
automated claims system.

FINDINGS AND RECOMMENDATIONS

Finding 20. FDLP’s mission is well defined and includes a specific set of goals
addressing the increasing amount of government information available in
electronic formats.

Congress has encouraged GPO to transition the FDLP to an electronic basis. The GPO
Electronic Information Access Enhancement Act, which established GPO Access, has
aided in the transitioning of the FDLP to an electronic program. By establishing GPO
Access databases, the FDLP assumed responsibility for permanent access to electronic
government information products. This expanded mission led to the creation of the FDLP
Electronic Collection, consisting of remotely accessible electronic government information
products, including core legidative and regulatory products, which will reside permanently
on GPO servers. The FDLP Electronic Collection also contains other products maintained
by GPO or other institutions with which GPO has established formal agreements.

GPO is aso adopting technology solutionsto assist FDLP administration. For example,
depository libraries use the World Wide Web for various purposes that smplify and speed
FDLP administration and information dissemination. Similarly, GPO continues to develop
applications for the FDLP Administration Page on GPO Access as the main channel for
official communications with the FDLP. In 1997, GPO added Council Web pages, which
list information on the activities of the Depository Library Council, to the FDLP
Administration Page. GPO has also discontinued certain paper titles when reliable
electronic aternatives are available.

In spite of FDLP s stated mission and technological advances, the FDLP s goals do not
include a specific timetable to convert from print to e ectronic format as the preferred
medium for documents transferred to the depository libraries. The existing transition
chronology outlines general activities to be taken from FY 96 to FY 98. During the
period from FY 98 through FY 01, no explicit steps are outlined; instead, the plan reads
“SOD will move increasingly toward el ectronic dissemination and access.” Without a
definitive timetable, progress has been slow in converting the FDLP to a predominantly
electronic format. Even though the 1997 Biennial Survey of Depository Libraries
revealed that 89 percent of the depository libraries provide public access to computer
workstations with CD-ROM and Internet capability, most of the material distributed to the
depository libraries remains in a non-electronic format. GPO has, however, taken steps to
offer substantially more electronic documents and databases on its own Internet Web site
GPO Access. Moreover, GPO is confronted with an economic disincentive in shifting
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from aprint to electronic format for FDL P documents, because Congress appropriates
funds to “purchase” printed documents from GPO for free distribution to the libraries.

Recommendation 20. GPO should refine the goals of the FDLP to include target dates
for completing the transition of the FDLP to a more electronic
basis.

GPO should develop a 3- to 5-year action plan, including numerical targets, dates, and a
list of accountable parties, to transition the FDLP to a more electronic basis. Asthe
FDLP transitions to a more electronic basis, the FDLP should be redescribed to further
reflect the electronic information content.

To provide an incentive to depository libraries for transitioning to an electronic basis,
GPO should examine the possibility of charging participating FDLP libraries for their
acquisition of printed copies of reports when alternative electronic formats are available
and accessible for the same publication. This action would lessen the demand for printed
documents and defray GPO’s cost of producing them.

The FDLP savesindividua Federal agencies staff resources because agencies do not have
to communicate with or supply documents to depository libraries. 1n addition, the FDLP
saves Federa agencies money because agencies do not have to pay the cost of printing,
binding, or shipping documents, or of licensing software, if the documents are provided
through GPO. To further encourage agencies to migrate from print products to electronic
formats and to ascertain that their electronic products are included in the FDLP,
participation must be made effortless and cost effective for the agency.

GPO should continue developing new and improved methods for efficient information
dissemination to the depository libraries. Likewise, GPO should work to improve the
computer and telecommunications resources necessary to serve the public with electronic
FDLP information. To further accelerate the electronic transition of the FDLP, GPO
should develop additional partnerships (consisting of GPO-brokered agreements between
agencies and depository libraries) with other organizations to provide the environment and
resources for permanent access to agency products not previously managed via GPO
Access.

Although many benefits are associated with the transition to a more electronic FDLP, risks
areinvolved in this transition and they should be considered. Specifically—

GPO may incur additional costs to provide permanent public access through its
electronic information services.

Depository libraries and their users will have to pay to print or for printed copies
of information that are no longer disseminated to depository librariesin print
format.

Means must be created to identify and ensure the authenticity of government
electronic information.
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Restrictions may be placed on electronic government information, thereby
restricting public access.

Procedures must exist to ensure the public’s access to electronic publications will
not be jeopardized in the future (e.g., due to changing Internet addresses or
agencies replacing their files with updated data).

Depository libraries will require staff training, public access workstations, and
software to connect the public to remotely accessible government electronic
information.

A joint study group should be formed, consisting of selected representatives from the
following groups. depository librarians, GPO employees (e.g., Electronic
Photocomposition Division, Office of Electronic Information Dissemination Services,
electronic transition staff), and congressional staff to explore the aforementioned risks, to
determine ways to minimize the risks, and to obtain buy-in from FDLP s stakeholders.

Finding 21. GPO has begun partnering with several institutions to share the burden of
preservation and dissemination of government documents and to ensure
public access to government information in electronic formats.

LPSis attempting to ensure permanent online accessibility for electronic government
information products that are part of GPO’s online collection. To this end, a core of
legidative and regulatory information managed on GPO’s servers will remain with GPO
permanently, while partner institutions will provide storage capability and free public
access to awide variety of additional executive and judicia branch information.
Partnerships build on the model of cooperation between GPO and local libraries for
dissemination of and public access to government information.

A key development from FY 97 was the “collection management” concept for GPO
Access. This concept provides for GPO management of the various electronic
government information products made permanently available via GPO Access as a
library-like collection. Under the collection management concept, GPO-partner
institutions provide storage capacity and free public access to a wide variety of executive
and judicia branch information. 1n 1997, GPO established partnerships with the
University of Illinois-Chicago and the State Department, the University of North Texas
and the now-defunct Office of Technology Assessment, and the Online Computer Library
Center and the National Library of Education. In addition, GPO developed a partnership
with the Department of Energy for the electronic dissemination of its reports in image
format. GPO isaso piloting a project with the NTIS to make available certain NTIS
image files to 20 depository libraries. In al these partnerships, agencies and depository
libraries enter GPO-brokered agreements to provide the environment and resources for
permanent access to agency products not previously managed via GPO Access.
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Recommendation 21. GPO should develop additional depository partnerships with
libraries and other government agencies.

As the transition to a more electronic FDLP unfolds, partnerships will become increasingly
important. Partnerships, like those previously cited, help ensure permanent online

access bility for electronic government information products. They also help share the
burdens of building, storing, disseminating, and preserving the collection of FDLP
electronic resources. Therefore, GPO should continue to develop partnerships with other
organizations.

Finding 22. The FDLP is well managed, provides a valuable public service, and is
respected by the library community. Constituency support, including the
support of the American Library Association and depository librarians,
enhances FDLP’s ability to conduct its mission.

The LPS iswell managed; it accomplishes its mission through the Library Division and the
Depository Distribution Division. The Library Division's primary responsibilities include
acquisition of publications, classification of books by assigning a SupDocs classification
number, conversion of books to microfiche, cataloging of books, and inspection of
depository libraries. The Depository Distribution Division is responsible for the physical
receipt, storage, issuance, preparation, and distribution of shipments of publications to
depository libraries.

In addition to being well managed, the FDLP provides a valuable public service.
Specifically, the FDLP ensures that access to government information is available to the
public at large. People without the technological means to access online information can
do so via public access workstations located in the depository libraries |ocated across the
country. Likewise, people who cannot purchase their own copies of print materials of
government information can access these materials at the depository libraries. Moreover,
these collections serve as a historical resource for products that are no longer available
through the sales program or publishing agency. In al the aforementioned cases,
depository librarians play a critical role in helping people find the government information
they need. Service at the depository libraries is consistent and of high quality. The FDLP
monitors the depository libraries’ condition through periodic inspection visits, self-studies,
and a biennial survey, including librarians who participate in continuing education efforts
the FDLP sponsors.

Support from the FDLP' s constituencies strengthens FDLP s ability to accomplish its
mission. For example, depository librarians have testified on Capitol Hill and have written
letters to Congress in support of GPO'’ s appropriations requests. Although the FDLP
engages in some marketing activities with its direct customers (the depository librarians)
through conferences and newdletters, little marketing is directed to the public at large.
Therefore, potential stakeholders are largely unaware of GPO’s products and services.
Only 20 percent of the respondents to the 1997 Biennial Survey of Depository Libraries
described their libraries’ promotion of the depository to the general public as “active,
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ongoing promotion to the public,” while 16 percent are not promoting the depository to
the public.

Recommendation 22. GPO should expand marketing efforts to all potential stakeholders.

To increase public awareness of the FDLP s valuable services, GPO should enhance its
marketing efforts to al stakeholders, including library users. For example, the LPS should
work with the depository libraries to develop promotiona and educational materials
regarding the FDLP s services. FDLP should to develop a strategic marketing plan with
stated goals and assigned accountability. Long established and positive relationships with
libraries may strengthen product sales, if marketing efforts were expanded to reach this
customer segment. For instance, the outreach programs for the library community—the
annual Federal Depository Conference, Depository Library Council meetings, and
Interagency Depository Seminars—could be used to market FDLP' s services.

Finding 23. Opportunities exist to reduce staff in the Library Programs Service through
consolidation.

Rapid advances in information technology, especially in the area of electronic mass storage
and wide-band Internet access, could minimize the need for GPO staff required to
distribute printed matter. Although the number of copies of information products
distributed to the depository libraries has decreased by more than 50 percent since FY 93,
full-time staff committed to the library program have declined by only 16 percent. More
specifically, the library program staff engaged in the distribution functions for the
depository libraries perform duties similar to those supporting the retail sales programs at
the Laurel Warehouse. Similarly, the library program staff engaged in the acquisition
functions for the depository libraries perform duties similar to those supporting the retail
sales operation.

Recommendation 23. GPO should consolidate functions and reduce staff as necessary
to address the duplication of efforts in the library program and the
retail sales operation.

The possibility for consolidating the retail sales operation’s distribution function at the
Laurel Warehouse with LPS' s distribution function to save space and resources should be
explored. It may be possible in the new IPS to consider the depository libraries as a
customer and establish a standing order form, as is done for other customers of retall
sales. Doing so would eliminate the need for separate LPS and retail sales operation
distribution functions.

Similarly, GPO should explore consolidating the acquisition function of the LPS with that
of theretail sales operation. Consolidation could potentially reduce the duplication of
staff functions in the LPS and sales operation’ s acquisition process. Moreover,
consolidation would ensure that fewer documents were overlooked for inclusion in the
library programs. The inventory management specialists from the Sales Division do not
have the classification expertise necessary to perform LPS acquisition functions.
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Likewise, the LPS staff has no experience with the parameters used to determine which
publications should be placed in the Sales Program. Therefore, training would be required
to successfully consolidate the acquisition function.

Finding 24. The roles for the preservation of electronic documents are ill-defined,
leading to gaps in the information available to the public and potential
problems for permanent access to government information.

The FDLP isresponsible for providing permanent public access to government
information products disseminated through the FDLP. A problem with electronic
publishing is that thereis virtually no way to determine how long the documents will stay
online. Moreover, it is often unclear whose responsibility it isto maintain electronic
information. Some agencies do not regard Title 44 as applying to government information
in electronic formats. Although OMB’s Circular No. A-130, “Management of Federa
Information Resources’ requires agencies to cooperate with GPO for print publications, it
only “encourages’ cooperation for publications in electronic formats and provides
agencies with arationale for excluding electronic information products from the FDLP
based on cost. Some agencies therefore do not provide their electronic products to the
FDLP, creating gaps in information available to the public and potentia difficulties for
permanent public access to government information in the future. Thisthreat is
underscored by the fact that government printing is becoming more and more
decentralized. If thistrend continues, LPS will need more employees to identify and
obtain all publications created at organizations other than GPO.

Recommendation 24. GPO should continue to pursue changes to Title 44, which require
government agencies to provide all documents to the FDLP.

Chapter 19 of Title 44 of the U.S. Code gives the SupDocs responsibility for receiving,
classifying, cataloguing, distributing to libraries, and ensuring the preservation of Federal
Government information products. It is unclear whether the definition of “Federal
Government information products’ refers only to print products or also includes electronic
information. Nonetheless, GPO is being encouraged by Congress to transition the FDLP
to amore electronic basis. If revisionsto Title 44 are made that clarify the existing
requirement that government publications in electronic formats be made available for
dissemination to Federa depository libraries, organizations will have to be more diligent in
giving LPS depository copies. Subsequently, centralization of the program will be
maintained. In addition, means should be developed to ensure that agencies notify GPO
before they initiate, substantially modify, or eliminate government information products to
ensure permanent access and preservation.

Finding 25. The existence of “fugitive” documents undermines the public’s ability to
access government information.

Nonreceipts in the FDLP occur most often when the agencies do not print their materials
through GPO and do not provide the LPS with depository copies as required by Title 44.
These excluded documents are known as “fugitive” documents. It has been estimated that

2-53



BOOZALLEN & HAMITON

more than 50 percent of all tangible government information products are “fugitives.”*

“Fugitive” documents impair the public’s ability to access government information.

Several factors have led to the increase in “fugitive” documents. Technology advancesin
desktop publishing have enabled agencies to publish and print on their own, thus
decentralizing the process and making it more difficult for GPO to identify these
documents. Similarly, organizations are placing information on their Web sites, which
leaves no record of the publication. Further exacerbating the “fugitive” issueisthe
cooperative publication exclusion.** This exclusion has resulted in government
information of notable public appeal being exempted from the FDLP. According to Title
44, Section 1903, “so-called cooperative publications which must necessarily be sold to be
self-sustaining” are not required to be included in the FDLP.

Recommendation 25. GPO should hold an information campaign to make agencies
aware of their compliance responsibilities.

To strengthen enforcement of Title 44, new means must be devel oped to inform agencies
of their responsibilities and to ensure agency compliance with FDLP obligations. Many
agencies are either unaware of the FDLP and their legal obligations or do not recognize
the value of the program. Therefore, GPO should conduct an information campaign
underscoring the roles and responsibilities of the FDLP and agency obligations to the
FDLP. Also, more precise language is needed in Title 44 highlighting that electronic
information is within the scope of the FDLP.

In addition to the incentive provided in Section 1903 of Title 44, authorizing GPO
SupDocs to pay for copies of products produced or procured through GPO, penalties
should be imposed for noncompliance. Moreover, the exclusion from the FDLP of
cooperative publications should be eliminated. Eliminating the exclusion will help the
FDLP to combat “fugitive’” documents by expanding the types of information entering the
program. In addition, governmentwide standards must be developed to manage the
creation and dissemination of electronic government information products. The use of
standard formats would reduce expenditures in preparation, printing, distribution, storage
and retrieval, archiving, and use of electronic government information products.

Finding 26. FDLP staff are insufficiently trained, thus impeding the transition to a more
electronic FDLP.

Staff do not have sufficient training to accelerate efforts to shift toward a more electronic
FDLP. GPO staff training is reactive and is provided only if it is directly related to the
employee’s current position. No training plan exits to handle FDLP employees changing
roles. In addition, hiring freezes, combined with positions being filled too dowly, have led
to an inadequate number of trained staff. Moreover, as the physical maintenance of

40 Michael F. DiMario, Public Printer, Prepared Statement Before the Committee on Rules and
Administration, U.S. Senate on Oversight of the Government Printing Office, February 27, 1998.

4 These are documents that result from public—private partnerships to jointly produce a product.
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collections decreases, GPO must determine how to handle excess employees. Similarly,
some depository librarians, including library users, lack the technical skills necessary to
transition to a more electronic FDLP. However, GPO is planning to continue providing
GPO Access hands-on training classes and demonstrations this year nationwide. In
addition, managers do not believe they are given enough latitude in making personnel and
training decisions, such as classifying positions, reassigning personnel, and deciding what
kind of training is appropriate.

Recommendation 26. GPO should endorse a training plan to manage FDLP participants’
changing roles and provide managers with more authority over
personnel decisions affecting their areas.

As the focus of the FDLP continues to change to provide more electronic access and
fewer physical products, and with depository libraries providing connections to remotely
accessible government information rather than building connections in their own facilities,
the roles of the FDLP participants will change aswell. It isimperative that atransition to
electronic distribution does not limit the public’s ability to access government information.
Depository libraries will be required to serve aslocal providers of public access
workstations and to have the necessary services to connect the public to remotely
accessible government electronic information. Consequently, depository librarians will
need specialized staff training and continuing education opportunities to manage el ectronic
information services. Depository libraries will also need computer equipment to allow for
timely and equitable public access to government information, including printing and
downloading capabilities.

In addition to the action plan (Recommendation 20), LPS should develop a staffing plan
that describes the competencies required to achieve the targeted transition dates. The
staffing plan should estimate the gaps between current competency levels of the staff and
required competency levels. Next, training interventions should be identified to close the
identified gaps. LPS should also be provided with the funding necessary for the training.
Additionally, managers should have more responsibility and authority regarding personnel
decisionsin their areas. Specifically, managers should be empowered to determine and
approve training in their areas. This recommendation will reduce the time required to
make staffing decisions and improve the quality of staffing decisions.

Finding 27. Problems with the acquisition, classification, ordering, and production
processes leave numerous opportunities for human error.

The acquisitions process includes both ordering and receiving, and varies depending on the
document and originator of the document. This process |eaves numerous opportunities
for human error, given the complexity of the process, including a complicated manual
workflow and alarge number of organizations that may be involved. Form 3868 provides
the SupDocs with advance notice of publications for decisions to be made about the
number of sales and depository copies GPO should order. When completed, the
publication and its intended audience are described in enough detail for SupDocs staff to
determine whether or not the publication should be in the Sales and/or Depository Library
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Program, and how many copies should be ordered. In practice, the 3868 forms are often
incomplete or illegible, which requires GPO to contact staff at one of GPO’s Regional
Printing Procurement Offices or the publishing agency for clarification and additional
information. Incorrect and incomplete 3868 forms have two main consequences: either a
publication that should be distributed to the depository librariesis not ordered at all, or a
quantity that does not match the needs of the depository librariesis ordered.

Classification is based on the SupDocs classification system. Until publications are
classified, material cannot be cataloged or ordered. 1f GPO classifies a publication
incorrectly, an erroneous item number may be assigned, an inaccurate quantity may be
ordered, and publications may be sent to the wrong location. The automated classification
system has data only for products classified since 1976. Therefore, sometimes nonunique
identifiers are assigned.

Shortages occur when the GPO receives fewer copies than are required to compl ete the
depository distribution. Ordering errors occur when a publication printed through GPO is
not recognized as a depository item and no depository copies are ordered. Also, a
publication can be ordered under a different item number than that assigned after the
publication has been classified. Production errors occur when LPS receives fewer usable
copies than were previously ordered. There may be defects in the publications or the
printer may deliver fewer copies than were ordered.

Recommendation 27. GPO should institute a formalized quality control system to
improve FDLP processing activities.

A formalized quality control system with established rules of accountability should be
instituted. Employees working in the acquisition, classification, ordering, and production
areas should be accountable for the accuracy and completeness of their work. In addition,
communication tools between the FDLP and the acquisition, classification, ordering, and
production areas should be implemented to ensure sufficient communication regarding
each area’ s needs. Specifically, cross-functional meetings should be established. An
electronic version of the 3868 forms should be developed. The forms should not be able
to be submitted until they are fully completed. Electronic formswill therefore eliminate
theillegibility and incompleteness issues; consequently, depository libraries will receive the
correct quantity of publications.
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To determine how GPO can become more effective and efficient in marketing, sales, and
distribution, we examined the strengths, weaknesses, opportunities, and threats (SWOT) to a
competitive strategy.

2-56



BOOZALLEN & HAMITON

Exhibit 2-11
SWOT Matrix
Function/
Organization Strengths Weaknesses Opportunities Threats
General GPO Access Product selection, Internet site can be Excessive

Institute for
Federal Printing
and Electronic
Publishing
(IFPEP)

Office of
Electronic
Dissemination
Services (EIDS)
works with
customer agencies
regarding their
electronic product
needs

Promotion and
advertising, when
it occurs, is
effective.
Automated Call
Distribution (ACD)
system
Integrated
Processing
System (IPS) is
expected to
significantly
improve
productivity
throughout the
retail sales
operation.

pricing, and
promotion process
No staffing plan for
IPS

No formal plan to
implement point-of-
sale systems at
bookstores

Staff does not have
entire picture of
inventory because
bookstore POS
systems, where
available, are not
linked to IPS.

Lack of customer
and sales
information

Staff does not
possess the
qualifications or
training needed for
sales support
positions.

Call volume far
exceeds capacity of
staff to respond.
Title 44 limits GPO'’s
flexibility on pricing
and promotion.

used as a primary
distribution channel
to sell GPO’s
publications.

EIDS and IFPEP
have the potential
to be the partners of
choice for agencies
regarding their
electronic product
needs (example
CBDNet).
Promotion efforts
used by stores can
be implemented on
a nationwide basis.
Successful
implementation of
IPS could add to
the available
capacity to manage
calls,

The market for
government
publications could
be much larger than
GPO realizes.
Limited marketing
budgets hinder
realizing this
potential,

concentration of
salesin only a
handful of
publication titles
leaves retail sales
more vulnerable to
the shift to free
access via the
Internet.
Emerging
competition for
customers
between NTIS and
GPO could prove
wasteful and
counter-
productive.
Availability of
GPO'’s customer
lists invites
competition from
commercial
resellers of GPO’s
products.

Too aggressive

action by GPO in

the marketplace
could invite
political backlash
by private book
retailers.
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Function/
Organization Strengths Weaknesses Opportunities Threats
Fulfillment/ Experienced work No formal plans for Cooperative efforts Status quo-
Warehousing force consolidation of with major book product vs.

Job continues to
get done even
after a 13 percent
staff reduction
during 2 years.
Proactive
relocation and
consolidation of
publications at
Laurel Warehouse
after the 1996
dump.

warehouses
Mission, goals,
functions not
published

Lack of performance
standards

Effect of IPS
unknown

Ride decision
process

Pricing decision
process

Storage rates
charged to agencies
that consign
pubs/subs

Excess material
handling equipment
at Laurel

resellers

Consolidation of
warehouses

Expanded Inter-
Service Support
Agreements (ISSA)
to offer inventory
and fulfillment
services could
generate more
revenue for GPO.

customer focus

Field
Operations
Division

Provide
personalized
service to GPO
customers
Self-sufficient,
revenue generating
($1.8 million in

FY 97)

Provide additional
channels for GPO
to distribute
products

A diverse portfolio
of products is
offered through the
stores.

Insufficient
technology—only

5 stores have POS
systems; stores do
not have e-mail and
are not on the
Internet.

Most stores do not
meet industry
performance
standards.

No formal
mechanisms for
sharing information
and communicating
among store
managers or with
Headquarters exist.
Customer lists and
databases are
maintained on
multiple files and
various software.
No “regions” or
“territories” are
designated for each
store.

Market assessments
are not regularly
performed.

Designate “regions”
or “territories” for
stores to
concentrate their
marketing and
promotion efforts
Identify market
segments for each
store’s area and
target those
markets

Offer more
electronic products
to customers
Open more stores
and realign others
into high volume
areas

Evaluate the
profitability and
performance of
each store and
close down stores
that are deemed as
underperforming,
thereby increasing
overall profits

Title 44 limits
GPO from
operating like
commercial
bookstores
Commercial
vendors’
expansion onto
Internet Web
sites reselling
GPO publications
Shift toward free,
open access to
publications on
the Internet
through the FDLP
Shift of customer
base to
Headquarters,
after Central
Order Division
processing
bottlenecks have
been resolved by
IPS
implementation
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Function/
Organization Strengths Weaknesses Opportunities Threats
Library Well-defined Inefficient processes Partnerships lll-defined roles
Programs mission supported Insufficient trained Relationships with for preservation
Service by technological staff libraries of electronic

advances and
agency savings

Consolidation

documents
“Fugitive”
documents
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3. PROCURED PRINTING SERVICES

The Printing Procurement Department (PPD) accounts for 63 percent of the total revenue
brought into the Government Printing Office (GPO). It employed 379 people and performed
177,627 procurements in Fiscal Year (FY) 1997 in support of legidative, judicial, and executive
agencies. The PPD’s revenue is generated from the Central Office ($296.4 million) and regional
operations ($191.1 million) for a combined total revenue of $488 millionin FY 97. Net income
reached $3.9 million in the Centra Office, while the regional offices experienced a $6.3 million
loss, for a combined net income loss of $2.4 million for FY 97. Exhibit 3-1 reflects the revenue
generated in FY 97 by the PPD, in relation to the Superintendent of Documents (SupDocs), and
In-Plant production (In-Plant). Clearly, the PPD generates the most revenue.

Exhibit 3-1
FY 97 Distribution of Revenue

Other

SupDocs
$70M

Print Procurement
$488M

Procurement services are provided through the Central Office located in Washington, DC,
as well as through a network of 20 regional or satellite offices located nationwide. To meet the
printing demand, alist of approximately 10,000 vendorsis used by GPO in awarding print work.
According to GPO, of the 10,000 firms, about 3,500 do business with GPO on aregular basis.

Onceit is determined that a requisition will be satisfied via procurement, it is processed as
one of the following:

Small Purchase (less than $25,000)
One-Time Bid (or Normal Bid)
Term Contract Print Orders.
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GPO establishes what are known as Term Contracts for work that is to be performed over
a specified period of time. Thistype of contract can be for work of a recurring nature, such as
recurring issues of periodicals, newspapers, and pamphlets, or work with a wide range of
applicability and demand across the Government, such as snapout forms, marginally punched
continuous forms, and color copying. Term contracts can cover the requirements of only one
agency (Agency Unique Term Contract) or apply to governmentwide needs (General Usage Term
Contract). Depending on the subject matter of the contract, term contracts may be awarded to
one contractor or there may be multiple awards. Agencies have the ability to place orders directly
against term contracts (Direct Deal) or have GPO place the order (GPO Deal). For Direct Dedl
contracts, GPO receives a copy of the agency’ s order and administers the contract to ensure
satisfactory completion of al orders.

Agency printing and publishing requirements that do not fit within the parameters of a
Term Contract are processed as a Small Purchase or a One-Time-Bid, depending on the estimated
value of the requisition. These contracts are typically awarded to the lowest responsible bidder
viathe sealed bidding process.

Printing procurements are conducted in accordance with the provisions of the Printing
Procurement Regulations (PPR) of GPO. Although GPO is not required to operate under the
rules and provisions of the Federal Acquisition Regulations (FAR), the guidance and procedures
gpecified in the PPR are very similar, and in many places, identical to those of the FAR.

GPOQis Printing Procurement Services are paid for by the agencies that use the services.
Thetypical printing requisition is assessed 6 percent of the value of the procured job, with a
maximum charge of $15,000. A rush job may be assessed a 9 percent surcharge, with a maximum
charge of $20,000. Some services, such as press sheet inspections, are paid for on an hourly
basis.

FINDINGS AND RECOMMENDATIONS
Financial Analysis
The financial analysis of the PPD has identified unfavorable financial trends that indicate
that the PPD is not afinancially efficient operation. Exhibit 3-2 shows the financial trends of the
PPD over the last 2 years (FY 96 to FY 97).
Exhibit 3-2

PPD Unfavor able Financial Trends
(FY 96 to FY 97)

Total Revenue Down 13%
Operating Margin Down 17%
Net Income Loss ($2.4 M)
Number of Procurements Down 7%
Number of Billings Down 4%
Average Revenue Per Job Down 13%
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Average Revenue Per Employee Down 9%
Total Personnel Cost Per Employee Up 9%
Total Expenses Per Employee Up 13%
Cost Allocation Burden Up 7%
Direct Deal Revenue Down 13%
GPO Deal Revenue Down 4%
Normal Bid Revenue Down 41%
Small Purchase Revenue Down 14%
Term Contracts—Direct Deal Orders Down 27%
Purchase Division—Small Purchase Orders Down 23%
Purchase Division—Normal Bid Orders Down 27%

Finding 1. The PPD’s operations nationwide do not generate sufficient revenue to cover
its total cost allocation.

Over the last 2 years (FY 95-97), total printing procurement revenue has steadily
declined. During that period, revenue was down by 15 percent, or more than $86 million.
Several factors have contributed to the decline in revenue, some of which are external to,
and beyond the control of, the PPD. These external factorsinclude:

Downsizing of the government, in general
Internal printing capabilities of the executive agencies
Lack of Title 44 enforcement

Government shift to a more paperless environment (e.g., technical manuals are
being placed on CD-ROM)

The drop in paper prices.

Astotal revenue has dropped each year, so too have total expenses, but not in proportion
to the decline in revenue. Consequently, the PPD experienced a net income |oss of

$2.4 millionin FY 97. While revenue in that year dropped 13 percent, expenses declined
only 12 percent, resulting in a 1 percent increase to the cost of current operations. Total
direct expenses increased and total direct expenses as a percentage of revenue increased
more than 7 percent. Exhibit 3-3 illustrates these unfavorable trends. The PPD reduced
the number of employees on board (EOB) from 452 in FY 95 to 390 in FY 97 (about

14 percent); however, average revenue per EOB declined 9 percent in FY 97. The
reduction in the number of employees was not enough to offset the decline in the revenue
and the increase in the costs of operation. These trends describe a financialy inefficient
printing procurement operation.
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Exhibit 3-3

Expenses Per PPD Employee ($000)
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When the printing procurement operations of the Central Office are analyzed separately
from the Regional Printing Procurement Offices (RPPO), it becomes evident that the
Centra Officeis profitable while the RPPOs are not. The Central Office generates
revenue through three divisions. Term Contracts, Purchasing, and Contracts
Management. In FY 97, the Central Office generated a positive net income of

$3.9 million. By comparison, 19 of the 20 RPPOs were unprofitablein FY 97, for a
combined loss of $6.3 million. The Chicago regiond office was the only RPPO to break
even. Fourteen RPPOs had positive operating margins but did not generate enough
revenue to support the full cost allocation burdens imposed by GPO. Six regional
locations lost money at the operating margin levdl, i.e., they did not generate enough
revenue to cover their own operating costs.

The total cost allocation burden to printing procurement has remained relatively flat over
the last 2 years (FY 95-97), remaining at approximately $13 million per year. Asthe PPD
downsizes, it will become increasingly difficult for the operating margins to cover the cost

alocation burden.
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Recommendation 1. PPD must capitalize on opportunities to increase revenue and
decrease cost.

Because none of the RPPOs generated a profit in FY 97, a complete evaluation of the
location, management, and operations of these offices should be conducted. Specificaly,
Boston, Massachusetts; Los Angeles, California; New York, New Y ork; San Francisco,
Cdifornia; Columbus, Ohio; and San Diego, California, should be evaluated first, as these
locations failed to generate a positive operating margin for FY 97 prior to cost alocations.
These offices also generated the lowest revenues among all the RPPOs. However, the
regional offices are asignificant part of the revenue generating base of the PPD. In FY

97, the RPPOs contributed $191.1 million or 39 percent to the total GPO revenue base.
Efforts to streamline regional operations should be undertaken to retain this valuable
service. Unlike the Central Office, the regional offices lack the processing of high dollar
contracts to offset the low dollar contracts, which is necessary under the current pricing
structure. The regional offices should investigate a new pricing structure that is aimed at
recovering the actual costs of performing the procurement service. (See Recommendation
#2 for further discussion on price restructuring.)

The origins of the jobs processed by the RPPOs need to be investigated. Agencies admit
to processing jobs through aregional office to avoid using the Central Office and to
processing through a Printing Specidist with whom they have had a long relationship. If
an RPPO is not serving its locale in asignificant way, or if its closure would not have a
significantly negative impact on the primary executive agency customersit serves, it
should be identified for closure or consolidation with another regional office.

PPD needs to reduce costs proportionately to the decline in revenue. Exhibit 3-4
illustrates the PPD’ s total expensesin relation to GPO’ s total expenses. As stated
previously, severa factors beyond the control of GPO contribute to the reduction in
revenue. GPO estimates that strict enforcement of Title 44 would result in additional
revenue of approximately $500 million. Any large increase in procurement activity,
however, would require an increase in PPD resources and therefore have an increased cost
associated with it. No matter how large the revenue stream, if the operation is not
efficient and costs exceed revenue, the net result will still be aloss. Whether GPO
occupies a monopoly position, or not, it has a need, aswell as an obligation, to make its
operations efficient. Without benefit of knowing the costs of the services being provided,
PPD management is hampered in identifying where efficiencies can be gained.

The PPD has the potential to become more efficient in executing procurements.
Specifically, PPD should investigate opportunities to reduce total personnel compensation
and benefits costs by reducing the number of full time employees, reducing costs per
employee, and eiminating process inefficiencies. The PPD should make process changes
to improve efficiency per employee, which can be achieved by increasing revenue per
employee and jobs procured per employee, and decreasing expenses per employee. The
PPD can achieve these efficiencies by ingtituting faster and cheaper ways to process
procurements, especially small purchases, and investing in appropriate automated tools
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and systems for procurement. (See Recommendations 6, 7, and 8, respectively, for
process and information technology [I/T] recommendations.)

Exhibit 3-4
Printing Procurement—Direct Expenses

SuDocs
$68M

In-Plant
$192M

Print Procurement
$490M

GPO should investigate the cost allocation applied to the PPD to ensure proportionate
distribution of the cost allocation throughout GPO. Over the last 2 years, the PPD’s
operations have decreased, both in revenue and number of employees, yet the cost burden
has remained at about $13 million.

Finding 2. Workload trends for the PPD indicate that breaking even under the current
pricing structure is becoming increasingly difficult.

Asreflected in Exhibit 3-5, the RPPOs' total procurement workload decreased 16 percent
from FY 94 to FY 96; the Central Officeistotal procurement workload decreased

44 percent in the same period. As the number of procurements decreases from year to
year, so does the revenue generated by the 6 percent markup. If current trends continue,
the 6 percent mark-up will be unable to sustain an adequate revenue base to support the
PPD. Thisisaready evident in the regiona offices.
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Exhibit 3-5
Printing Procurement—Total Orders
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The majority of procurement requisitions and orders placed with GPO are under $1,000.
Billings less than $1,000 account for 76 percent of PPD’ s workload, but only 7.5 percent
of itsrevenue. This meansthe PPD is expending alarge amount of resources to generate
very little revenue. The current price structure forces the PPD to attempt to offset the
small dollar contracts with the larger dollar contracts that generate larger revenues. The
following charts, Exhibits 3-6 and 3-7, depict the disparity between the number of billings
in various dollar ranges and the dollars generated from those billings.

Billings between $1,000 and $25,000 account for 22 percent of the PPD’s workload, and
45 percent of its revenue. When combined with billings under $1,000, these two
categories, which encompass all procurements under $25,000, account for 98 percent of
the workload, but only 53 percent of the PPD’s revenue. This means that 2 percent of the
workload is for procurements above $25,000, which generates 48 percent of the revenue.
Under the current pricing structure, thislarge dollar ssgment of procurementsisvita to
the success of the PPD; without it, the PPD would be unable to maintain viability.
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Exhibit 3-6
Printing Procurement—Number of FY 95-97 Billings
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Exhibit 3-7
Printing Procurement—M illions of Dollars Billed in FY 9597
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The majority of jobs procured under $25,000 generates a loss to the PPDis net income.
Our analysis indicates that the average internal cost to procure ajob is about $257. To
generate $257 in revenue would require a requisition procured at $4200. In other words,
a $4200 requisition represents the average break-even job. The average billing in the less
than $1,000 category is $203, with an effective revenue yield to GPO of $10; the average
billing in the $1,000 to $25,000 range is $4,092. The average loss per billing under
$1,000 is $242; the average | oss per job between $1,000 and $25,000 is $20. The average
job procured by PPD in FY 97 was $2,747 (total PPD revenue of $488.1 million divided
by 177,627 jobs procured). The revenue generated by the average order is $169 ($2,747
X 6 percent + $5.00), aloss of $88 per average procurement.

When considering all sources of revenue to the PPD, i.e., the 6 percent surcharge, the
$5.00 flat fee, $15,000 maximum, rush charges at 9 percent, and discounts retained by
GPO for early payment, the effective rate of earnings for the PPD in FY 97 was 9.6
percent. This margin is higher than the FY 96 effective rate of earnings of 9 percent, yet
net income was still negative for FY 97. To have broken even in FY 97, the earnings
would had to have been 10.3 percent.

The current price structure does not support the services provided to process the lower
dollar value requisitions, where the bulk of the PPD’ s resources are expended. High-
dollar and low-dollar value contracts are executed in the exact same manner, and the

PPD’ s management is unaware of the actual costs to process either one. Each step of the
procurement process provides value added to the procurement, and each step is aimed at
driving the contractor price down. Each step, however, carries an associated cost. PPD
management has no insight into those losses, i.e., they do not know whether, in driving bid
prices down, they are spending more than they are saving. There is no doubt that the PPD
is obtaining the best contractor price through its source selection process; however, the
costs associated with obtaining that price outweigh the revenues generated from obtaining
that price.

Recommendation 2. GPO should establish a pricing structure that more realistically
addresses the cost of operations.

Choosing the right price for a service is extremely important to the success of a service
provider such as GPO. A company or department that does not make an adequate profit
on its services cannot survive over the long term. In keeping with ibest practices,i the
pricing decision is usually based on three major considerations. cost of providing the
service, the prices competitors charge for similar services, and how customers will
respond to different prices. Title 44 of the U.S. Code has put GPO in the unique position
of being in a noncompetitive market for its services. This situation makes it very
important to determine how much it costs to process a procurement in order to establish
an appropriate pricing structure. Competitors prices and customer response to the price
isless significant than in a competitive market, further stressing the importance of having
sufficient cost visibility and the ability to trace PPD resources to specific procurement
services. The current 6 percent surcharge is attractive because it is easy to comprehend
and requires minimal effort to implement. The net loss of $2.9 million makesiit clear that

3-9
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the 6 percent surcharge is not an effective price determinant. The pricing structure needs
to reflect today’ s PPD business investment, which requires cost visibility into the different
PPD functions.

The answers required to successfully establish a new price structure can be obtained with
the quantitative information provided by activity-based cost (ABC) accounting. ABC
would not replace any of the existing accounting systems. Activity-based costing links the
activities performed to process procurements with the costs of these activities, including
overhead costs, and also measures resource costs. The pricing structure should then be
revised to recapture actual job costs and should be adjusted as operating efficiencies are
achieved. Profit margins (price minus total cost) usually are lower on low priced products
and services such as GPOis, which means that controlling costsis very important to
ensuring positive net incomes. ABC accounting will provide PPD management with the
specific costs of the operation. Armed with that knowledge, management will know
which processes are the cost drivers and therefore the key processes to target for process
improvements.

It islikely that any pricing structure based on actual processing costs would yield different
pricing schemes for the various contract processes. That isto say, the fee for processing a
One-Time Bid and a Term Contract are likely to be different, and the fee for a Direct Deal
order islikely to differ from the fee for a GPO placed order. The cost of processing a
requisition in aregional office aso will be different than the cost to process in the Centra
Office.

We are not suggesting that the new pricing structure recapture the cost on each
transaction. Customers would be resistant to paying $250 to process a $50 requisition.
Through modeling, a pricing structure can be devel oped based on the historical profile of
the numbers, dollar values, and types of contracts processed and the actual costs of
processing them, which more accurately approaches recouping the costs of the operation.
If the current 6 percent surcharge were increased, it would require a significant period of
revenue collection to determine whether that increased surcharge was effectively
recouping costs, but would not provide any insights into cost drivers.

Printing Procurement Department Organization and Staffing

The Printing Procurement Department has approximately 379 total staff; 158 assigned to
the Central Office and 221 performing procurement functions from the twenty Regional Offices.
The Regional Offices range from as small as two to the largest at nineteen staff.

Finding 3. The PPDis hierarchical structure appears geared to justifying positions as
opposed to efficient management and optimum utilization of resources.

As depicted in Exhibit 3-8 the PPD’s Central Officeis functionally organized around the
contract management functions it performs and the types of contracts processed, i.e.,
Term Contract, Small Purchase, or One-Time Bid. This centralized functional structure
does provide the PPD the greatest potential for achievement of operational efficiency.

3-10
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This structure eiminates duplicate roles and responsibilities, and enables maximum
transfer of professional knowledge within functional areas. The PPD can benefit further
by maximizing other efficiencies that a functional structure alows, e.g., increased spans of
control and standardized performance measures.

Within the functiona framework, the PPD has avery hierarchical structure that appears
geared to justifying supervisory positions as opposed to efficient management and
optimum utilization of resources. The spans of control for most managers are very small,
typicaly supervising two to three people. The most dramatic example of the small span of
control isthe Term Contract Assistant Superintendent who supervises one Program
Section Chief.

Reducing management layers and/or increasing spans of control present opportunities to
reduce costs. Although a qualitative or quantitative span-of-control analysis was not
conducted, this report can fairly accurately address the factors that would be considered in
such an analysis. These factorsinclude—

Complexity of the organization and processes
Capability of the workforce
Resources and work volume.

Within the PPD, fewer management layers and greater spans of control would be
acceptable given that the direct reports are fairly homogeneous, the processes are
standardized, and the processes are performed in the same manner every time. Although
diligence and attention to detail are necessary, projects generally are not analytically
complex. Most of the staff are experienced in their current jobs and there is low turnover
in the workforce. Also, although the work level appears to be high, the volume isfairly
steady and all the resources needed to complete the processes are under the control of the
PPD.

Two senior positions, i.e., the Superintendent of Purchase Division and the Superintendent
of Contract Management Division, have been vacant for several years. During the
vacancy of both of these positions, the two subordinate Branch Chiefs have alternated
monthly fulfilling the responsibilities of the vacant Superintendent position.

3-11
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While this facilitates the performance of administrative duties, the management,
leadership, and planning functions are not being performed.

The PPD operates in response to the customer agencies and is committed to being
responsive to the customeris needs. One of the drawbacks of the functional organization
structure is its tendency to be less accountable and responsive to customers. The PPD’s
activities and priorities are driven by the customeris delivery schedule. The PPD Printing
Specidlists are dedicated to understanding and correctly defining the customeris
requirements. Processing a printing request often requires considerable communication
with the agency customer to clarify the request and to obtain details not provided in the
agencyis requisition. Typically, thisinformation gathering/clarification processis not
conducted by the Printing Specialists, but is channeled through the Customer Service
Representatives. For the most part, customer interaction is handled by the Customer
Service Representatives, who are part of Customer Services, not the PPD. The PPD’s
Printing Specialists appreciate the assistance of the Customer Service Representatives and
even enjoy the buffer they provide between the PPD and the agency. However, the
Customer Service Representatives aready are fielding volumes of customer inquiries and
complaints, e.g., status of jobs in the queue, requests for printing advice, billing questions,
and quality complaints. Given the sheer volume of printing requisitions and print orders
processed, this practice of channeling all communications through the Customer Service
Representatives sometimes results in bottlenecks and inadequate and misconstrued
communications.

Within the PPD, three functiona areas are organizationally misaligned: Contract
Administration, the Digital Information Technology Support Group, and the Scheduling
Section. All of these functions are being performed adequately, but communications flow,
performance, and professional development could be enhanced if these functions were
more effectively positioned.

Within the Contract Management Division, Contract Administration and Quality
Assurance (QA) were officially combined under one manager in July 1997. For 12 months
prior to that, these functions were iunofficialyi combined under the current manager
because of the lack of a manager for the Contract Administration function. The Contract
Administration services are used on selected contracts (i.e., jobs with critical delivery
dates, quick turnaround, new contractors, jobs suspected to have problems) awarded by
Small Purchase and One-Time Bid. All other contracts are administered in the branch
where they are awarded. QA includes a number of functionsin support of all contract
areas of the PPD and directly in support of specific customer agency jobs. QA functions
include performing pre-award vendor surveys, conducting press sheet inspections, and
inspecting contractor samples. Thislast function is performed both to qualify for certain
quality levelsin various product lines, as well as on particular jobs either on arandom
sample basis or in response to an agency complaint. There is no question that both of
these functions, i.e., Contract Administration and QA, are being performed competently.
The issue is whether these functions should be combined, as there appears to be no logical
connection between them.

3-13
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The Digital Information Technology Support (DITS) Group, which has been in existence
for about 3 years, reports directly to the Director of the PPD. This 3-person group
provides in-house consulting for digital printing requirements. They work closely with the
Printing Specialists in contracting and QA, and with GPOis Institute for Federal Printing
and Electronic Publishing.

The Scheduling Section, which is currently part of Support Services, is responsible for
channeling incoming printing requests that will be processed through procurement to the
correct procurement channel, i.e., Term Contract, One-Time Bid, or Small Purchase. The
Scheduling Section interacts between the Department Account Representatives Division
(DARD) and the contracting branches, and is physically located near DARD and the
Production Scheduling Section. The Scheduling Section helps prepare jobs for
procurement by obtaining information missing from the requisition or sending necessary
jobs to production for copy preparation.

The current organizational structure and operational approach may have worked well in
the past when the PPD had significant staff and Account Representatives were in plentiful
supply. Today, the processis still primarily a manua paper process and the productivity
of the staff and the inefficiencies of the organization are being pushed to their limits.

Recommendation 3. GPO should reorganize the PPD to eliminate current inefficiencies and
increase customer focus and communication.

To eliminate the identified organizational and operational inefficiencies, we recommend
that the PPD streamline its organization to—

Eliminate long-term vacancies

Eliminate unnecessary management positions
Improve spans of control

Improve staff and functional alignments.

Additionally, we recommend that Customer Focused Teams be implemented across the
contracting branches to increase customer focus and communication.

The notional organization chart, presented as Exhibit 3-9, demonstrates the following
recommended changes to help eliminate the identified organizational inefficiencies:

The Term Contracts and the Purchase Divisions should be merged into one Contracts Division
with three contracts branches, namely, Term Contracts

3-14
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Branch, One-Time Bid Branch, and Small Purchase Branch. This measure would
eliminate one long-term Superintendent vacancy and would increase several small
spans of control.

The Scheduling Section, the first decision point in the procurement process,
determines how the requisition will be processed, i.e., as a Term Contract, One-
Time Bid, or aSmall Purchase. This function serves the Contracts Division and
therefore should be realigned under the Superintendent of Contracts.

The Contract Administration function supports a small percentage of contracts
awarded by Small Purchase and One-Time Bid only. Accordingly, this staff should
be reassigned to those two branches, and Contract Administration should be
eliminated as a separate branch.

DITS Group supports Printing Specialists throughout the Contracts Division and
QA. Unlessasdtrategic plan is developed that identifies arole for DITS outside the
PPD (e.g., part of the Office of Information Resource Management [OIRM] or the
Institute for Federal Publishing and Printing), they should become a part of the
Contract Support Division.

To increase the customer orientation, dedication, and responsiveness of PPD, segments of
each Branch within the Contracts Division should be dedicated to a given group of
customer agencies, much like the Customer Service Representatives are assigned today.
Not al Printing Specialists would be dedicated to a Customer Focus Team. Those who
are not dedicated to ateam should continue to be assigned to printing requisitions just as
they are now. One of the key elements of the Customer Focused Team concept is to
allow increased communications between the PPD Printing Specialists on the team and the
customer agency. This should improve and speed communications with the agency and
free up the Account Representativesi time.  Thiswill aso result in more staff involvement
in the process and ownership of the final product. Customer-focused organization
structures introduce a high level of accountability as well as responsiveness.

Finding 4. The PPD is running on tradition and experience, supplemented by pockets of
energy and enthusiasm, not by management and leadership that focus on
strategic planning or process improvement.

No objectives are established for the organization or for individual staff. The result isan
organization that is not maximizing its potential and staff that lacks individual
accountability. Accordingly, some parts of the organization are working very hard, while
other parts are hardly working. The following two groups are prime examples of these
opposite ends of the spectrum:

Digital Information Technology Support (DITS) Group—The members of this
group act as in-house consultants for digital/electronic printing and publishing
requirements. They work closely with the Printing Specialists in contracting and
QA, with GPOQis Ingtitute for Federal Printing and Electronic Publishing, as well as
directly with agency customersin addressing their needs. This functionality started
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as an entrepreneuria effort in response to an unfilled need within the PPD by
Printing Specialists hired originaly in the Purchase Division. This highly energetic
group is maintaining a core competency in digital technologies and is trying to stay
abreast of all the latest Web, electronic media, and video technologies. Thereisno
active involvement of or dialogue with management about the future plan or
direction of this group, nor is there a strategy to exploit this technology use across
GPO.

Analysis and Review (A&R)—This group reports to the Director of the PPD.

This group describesits role as assisting in responding to upper management and
congressional inquiries, maintaining the Printing Specifications Book (which
contains the specifications used in all the printing solicitations), and maintaining the
Printing Procurement Regulations (PPR). The Director of A& R acts asthe
Chairman of the Contract Review Board, which reviews contract actions over
certain thresholds. GPO Instruction 105.1B, “Organization and Functions of the
Government Printing Office,” identifies the functions of A& R including—

Preparation of short- and long-range plans based on GPO and PPD plans
and policies

— Collection and analysis of data and reports to determine trends and
achievement of goals, detect problems, and recommend corrective action

— Coordination and recommendation of career development and training
programs for PPD personnel.

It iscritical that these activities defined in the GPO Institution be performed by
management and that is not occurring. A&R is performing few, if any, of the
functions identified in the GPO Instruction or their roles as they identified
themselves. Several managers throughout PPD feel that the PPRs, the
Specification Book, and the Contract Terms are in need of updating. The Director
of A&R was unable to provide any current data or trend analysis. During our
initial visit, we were provided with a one-page tabulation of FY 95 procurement
volume data. The data had been tabulated for a specific purpose and appear to be
the last data analysis. Subsequent requests for data were answered with reports
generated from the Genera Ledger from which we performed our own data and
trends analyses. The collection and analysis of some Printing Procurement trend
data are being performed by the Quality Systems Division of the Quality Control
and Technical Department. The only reported recipient of their analysesis the
Superintendent of the Regional Operations, Eastern Division.

Recommendation 4. The PPD’s management should begin now to establish a vision for
the PPD and to develop plans to ensure that the PPD can continue
to operate as a viable entity.
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The Manager of the PPD should set the tone for the organization and establish short- and
long-range plans for the PPD consistent with the strategic goals of GPO asawhole. The
A&R staff must begin to support the PPD’s Manager in the following activities:

Development of short- and long-range plans
Establishment of organizational and individua performance goals

Development of workload factors and performance metrics to better manage
activity and assess personnel performance

Collection and analysis of performance and trend data to determine whether
management goals are still valid and objectives are being met, and to identify any
changes that the PPD must make to remain responsive to its environment.

The establishment of short- and long-range plans cannot be overstated and must take into
account trends in Government printing and the specific environments of GPO customers.
For example, DoD, PPD’s largest customer, is moving away from purchasing bulk
printing. DoD’s mandate is to move to more electronic transmissions and print-on-
demand. Other agencies, as well, are moving to more electronic transmission and storage
of documents. This continuing decline in the demand for procured printing has huge
implications for GPO. PPD must strategically position itself for the future, identifying,
among other things, the portfolio of services that will be needed, the appropriate size of
the organization, and the staff skills that will be required.

If the expertise and skillsto perform these functions are not resident in the current staff of
the A&R group, reassignment of staff should be effected as soon as practicable. A team
of Printing Specialists should be established from across the PPD, led by A&R, to address
the areas of the PPRs, the printing specifications, and Contract Terms that need to be
updated.

Finding 5. The PPD’s personnel attrition will affect the departmentis ability to
accomplish its mission if corrective action is not adequately planned and
implemented.

Attrition of the senior Printing Specialists over the next 3 to 5 years will significantly
reduce the level of skill and knowledge in the PPD. Currently, 12 percent of the
employeesin the PPD are digible to retire. Personnel attrition will affect the PPD’s ability
to accomplish its mission if corrective action is not adequately planned and implemented.

The PPD staff who are cultivating their digital technology skills, such as the DITS Group,
will experience eventual limitationsin their career development and compensation at GPO.
Their classification as Printing Speciaistsis limiting in its description and, with a Grade 12
celling on their compensation, it will be difficult for them to keep pace at GPO with their
market value.
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Thereis no plan identifying the PPDis approach for managing change within the
workforce, especially in areas such as automation of tools and systems, retraining
programs, and hiring initiatives. The department isin areactive mode. A more proactive
approach to operations is needed to help identify the challenges and opportunities within
the printing community while facilitating the organizational and personnel adjustments
necessary to adapt to a changing environment.

Recommendation 5. Staffing skills and levels should be reviewed and plans should be
prepared to properly manage personnel attrition and workforce
transition.

The PPD’ s management needs to review closely the projected personnel attrition issue and
to develop and implement an approach to ensure that the proper number of skilled
employees are retained, retrained, or hired. While this attrition may coincide with the need
or ability to “right-size” the organization over acommensurate period, training programs,
mentoring relationships, automation initiatives, and perhaps hiring plans need to be
developed now to ensure that an adequately skilled and knowledgeable workforceisin
place to execute the PPDis mission.

Training in new printing technologies as well as procurement training should be provided
on aregular basisto procurement staff. Stronger links with, if not a change in focus of,
the Institute for Federal Printing and Electronic Publishing should be developed to
enhance sharing of information concerning new printing technologies. Any additiona
printing procurement personnel requirements should be addressed in a hiring plan,
including revitalizing the college recruitment program.

As the requirement to become more efficient grows and the size of the printing
procurement workforce continues to decline, the PPD’ s management must evaluate the
potential for fully automating functions and work processes. Staffing levels to support the
automated work processes then should also be examined, and a comprehensive transition
plan that identifies staff positions with associated skills and experience levels should be
prepared and implemented. With appropriate investment in information technology,
personnel reductions could be appropriately managed with no deterioration in printing
procurement service or quality.

Printing Procurement Processes and Practices
The fundamental printing procurement process at GPO consists of the following steps:

Requirements identification

Requirements definition

Procurement planning and preparation
Solicitation

Bid/proposal evaluation and source selection
Contract award
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Contract administration.

After the agency identifies and defines the requirements, the remaining steps within the
procurement process are performed by GPO. The flowcharts provided in Appendix C provide a
top-level summary of the different GPO processes and departments/divisions involved after
receipt of the print requisition from the agency.

Onceit is determined that a printing requisition will be processed as a procurement, a
physical paper ijacketi is established for the requisition and is routed through Procurement
Scheduling to the appropriate contract branch for processing. Different automation applications
and databases are used by the Procurement Department to provide contract and procurement
action status or help perform a specific portion of the procurement action. Automated tools
include—

Procurement Information Control System
Automated Bid List (ABLYS)

Printing Cost Calculation System (PCCS)
Small Purchase Quotation System (SPUR)
Marginally Punched Cost Calculation System
Term Contract Database Program

Bid Information System.

The processes and procedures used by the PPD to place the award or order for agency
print requisitions have evolved over time and are reflective of avery structured and iassembly linel
approach to procurement. These work flows, which are paper and labor intensive, require the
involvement of numerous individuals in severa different branches or divisions both internal and
external to the PPD. Consequently, miscommunications among procurement participants, aloss of
processing continuity, and alack of ownership concerning agency print requisitions often result.

Substantial improvements can be made in automating the work flows and in revising the
procedures and requirements of the PPRs that will result in greater procurement flexibility,
improved procurement management, decreased processing time, reduced staffing levels and, more
importantly, enhanced customer agency satisfaction.

Finding 6. GPO PPRs have not kept pace with governmentwide initiatives to streamline
acquisitions and emphasize commercial practices; the PPRs require major
revisions.

Application of the current PPR and the structured procurement process stifle innovation
and encourage a ibusiness as usua approach to printing procurement. Commercial
practices such as ibest valuei awards based on superior past performance, establishment of
vendor/government long-term relationships, and increased use of electronic purchasing are
not practiced or encouraged. The PPRs have not been updated to reflect changes
consistent with governmentwide acquisition reform and streamlining initiatives. These
initiatives, designed to reduce costs, shorten lead times, increase vendor quality and
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improve customer satisfaction, alow significant flexibility in managing procurement
functions and in selecting private sector suppliers. The new laws and regulations allow
creativity and innovation and the opportunity to develop new alliances with the private
sector through progressive partnering and value-based supplier relationships. The changes
in the procurement rules and regulations require a change in measuring the effectiveness of
the procurement department from one of awards based on ilowest bidi to one of awards
based on ibest valuel to the government customer. Quiality of performanceisamajor
consideration in determining ibest valuel and one that agency customers have indicated is
their most important determinant in vendor selection.

In response to our draft report, we were advised by PPD management that a new chapter
to the PPRs had been drafted that would establish authority for GPO to enter into
simplified Purchase Agreements. This draft, which is reportedly under review by GPO’s
General Counsel, was not provided to us and therefore could not be evaluated.

Printing Procurement Department Instruction 304.1D requires that all solicitations, with
the exception of those procurements authorized as non-competitive procurements, be
posted for public viewing and examination. The public posting policy has the effect of
requiring full and open competition for al printing procurements regardless of dollar value
or agency criticality. This emphasis on competitively bidding all printing requisitions
exhausts time and limited resources and increases cost. Procurements for less than $1,000
account for 76 percent of printing procurementis billings but only 7.5 percent of the
revenue. The costs associated with processing these procurements, as currently
performed, far exceed the revenue generated by the 6 percent surcharge. We understand
this mandate to post al procurements was in response to the intense lobbying pressure of
abid service provider. Such adecison must be weighed againgt its costs in both time and
money. GPO’s focus on maximizing competition and awarding to the lowest bidder
ignores the actual overall cost to the Government of processing the printing requisition
and administering the contract to close-out.

Recommendation 6. Printing procurement regulations and procedures need to be
revised to allow quicker, less costly processing of small dollar
value orders and to improve overall efficiency and effectiveness
within the department.

GPO Instruction 304.1D, which requires that all procurements be competitively bid
regardless of dollar value, should be canceled. In addition, the Printing Procurement
Regulations should be revised to increase the threshold for awarding contracts without
competitive bids to $2,500. Also, consideration should be given to increasing the Small
Purchase threshold to $50,000, revising the Contract Review Boardis authority to
conform to the revised thresholds, and implementing ssimplified acquisition procedures for
all small purchases. The PPRs should also be modified to encourage the use of
commercia practicesin printing procurements. Specifically, these practices should include
establishment of long-term vendor relationships, award of printing procurements based on
ibest value,i partnering arrangements with industry to improve printing practices and
techniques, and increased use of electronic data exchange between the vendor and GPO.
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Term Contracts, Blanket Purchase Agreements (BPA), Indefinite Delivery/Indefinite
Quantity (IDI1Q) contracts, or some other flexible contract vehicle that allows quick
ordering of basic printing requirements below the competitive threshold levels should be
negotiated and established with printing vendors who have a demonstrated and proven
history of quality performance and service. Agencies who have requirements below the
competitive threshold should have the option of placing orders directly with the vendors
or submitting them to GPO for processing. The terms and conditions of the ordering
contracts should require the vendor to establish electronic ordering and billing procedures
with GPO and customer agencies. Credit card purchasing for noncompetitive orders
should become the preferred method of performing all below-threshold procurements.

The performance indicators shown in Exhibit 3-10 show that the Term Contracts
arrangement enables the Term Contracts staff to process three times the number of jobs
per employee per year than the Purchase Division. Overall, the Term Contracts Division
executes four times as many requisitions as the Purchase Division. Term Contracts has
more employees than the Purchase Division and the two divisions generate about the same
revenue, which result in lower revenue per employee for Term Contracts. However, the
term contract vehicle realizes greater efficiency per employee in terms of the number of
orders that can be processed. The Term Contracts Division typically processes lower
dollar orders, generating lower dollar revenues, but does it in the more efficient manner.

Exhibit 3-10
Performance I ndicators
Term Contracts vs. Purchase Division

(FY 97)

Performance Indicator Term Contracts Purchase Division
Revenue $147.0 million $147.7 million
Expenses $140.7 million $139.3 million
Operating Margin $6.3 million $8.4 million
Cost Allocation $5.8 million $5.0 million
Total Expenses $146.5 million $144.4 million
Net Income $0.6 million $3.3 million
EOB (as of 12/97) 53 39
Jobs Processed 35,103 8,950
Jobs Processed Per Employee 662 229
Average Value Per Job $4,188 $16,503

Term Contracts performance could be improved if the lengths of the term contracts were
increased, direct dealing was encouraged, and awards were based on best value. The
greatest use of GPO resourcesisin theinitial generation of the contracts and
administering problem orders. Extending the periods of performance would reduce the
amount of staff time involved in developing and awarding contracts. Also, continuing to
stagger the termination dates of these contracts, as PPD currently is doing, evenly
distributes the contract renewals throughout the year. Awards based on best value rather
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than low bid would result in awards to higher quality vendors and minimize the required
contract administration.

Longer term contracts with high quality vendors should also lead to an increase in agency
direct deals. Agenciesarelooking for higher quality (as opposed to lower priced) work
and like being able to establish long-term relationships with vendors. Currently, about

80 percent of the orders placed in this division are direct deals between the customer and
the commercial printing vendor; however, the use of direct deal term contractsis declining
at amuch greater rate than GPO-placed orders. Exhibit 3-11 illustrates a 20 percent
declinein direct dealsin FY 95 and 28 percent in FY 96.

Exhibit 3-11
Term Contract Order Placement
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The use of the direct deal feature on these ordering vehicles should be strenuously
encouraged because of their efficiency.

The scope of printing and publishing products and services available on term contracts
should be expanded. The PPD does a good job working with agencies to establish term
contracts requested by these agencies. The Term Contracts Division should reduce the
number of individual small purchase requisitions by using applicable existing term
contracts (or establishing new term contracts) to consolidate multiple ssmilar small
purchases.
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Term contracts are also awarded by the Central Office and each of the regiona offices.
There should be a concerted effort to consolidate these term contracts whenever possible
into GPO nationwide term contracts that every GPO printing procurement office can, and
does, use. Likewise, GPO needs to consolidate redundant term contracts, in spite of some
agency objections, and award more General Usage Term Contracts. GPO, in working
with the Defense Automated Printing Service (DAPS), reduced the more than 1,400 DoD
term contracts to less than 800 total contracts, significantly reducing contract management
costs.

The U.S. Postal Service (USPS) is a prime example of how long-term, ordering type
contracts for the majority of printing needs can be established. USPSisalso in the process
of centrally providing al the printing requirements of the regiona postal offices. They
recently awarded a 10-year totally electronic Print-on-Demand, Fill-on-Demand contract
for al USPS standard forms. Postal offices nationwide transmit their orders to the vendor
electronically. Orders are filled and shipped, and the vendor el ectronically bills the Postal
Service Disbursing Office which, in turn, electronically pays the vendor. Although the
USPS model cannot be duplicated in whole by GPO, it does provide industry specific
examples of more efficient techniques for awarding and administering contracts.

Finding 7. GPOis procurement processes require automation to reduce time and cost.

Essentially, the PPD has no integrated automated procurement capability. The various
automated tools used provide databases of either printing specifications, vendor
performance history, or term contracts; or they generate bid listings, award priorities
under multiple award term contracts, and generate various delivery schedule reports. The
databases/systems are fragmented, and many of them are independent of each other.
Further, basic capabilities (such as e-mail) are lacking throughout the entire department
and organization. The receipt of personal computersin the late spring/early summer
timeframe will improve the availability and usage of the automated tools for each Printing
Specialist and procurement technician; however, the lack of an integrated, automated
system capable of processing printing procurement requisitions from agency initiation to
fina delivery and acceptance will continue to hinder the departmentis efficiency and
effectiveness. Although each printing requirement may be unique, the actual processing
steps described in the previous discussion section are very standardized and conducive to
streamlining and automation. While not al printing requisitions can be processed in a
paperless fashion, GPO should be striving to achieve a ipaperless procurement process’
among the customer, GPO, and the vendors.

Recommendation 7. PPD should make a significant investment in automated tools and
processes to more efficiently manage printing procurement
actions.

An integrated, automated system should be implemented that allows electronic
transmission of agency requirements to GPO and that electronically processes the
requirements through the various steps of procurement planning and preparation,
solicitation, bid/proposal evaluation, source selection, and contract award. All of the
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procurement steps should be merged into one seamless computerized system. Paper
ijacketsi should be eliminated and replaced with electronic processing of printing
procurement requirements between relevant organizations and individuals. Solicitation
packages should be established online, and processed online. Solicitations to vendors
should be transmitted via the Internet or other electronic interface (e.g., email), and bids
should be received, evaluated, and awarded in a paperless manner. Vendors who do not
make the required investment in technology will be incapable of meeting the solicitation
requirements and should be eliminated from competition.

Further, the automated procurement system should provide management information on
timely status on all jobs, and workload and performance data for use by all levels of
management. Performance measurements, including procurement processing time, quality
of procurement, maximizing value at least cost, and customer satisfaction should be
established and tracked on aregular basis to help determine the Printing Procurement
Departmentis effectiveness and efficiency.

Finding 8. GPOis vendor database, as currently maintained, is of limited value and use
by procurement specialists.

GPO, within the Procurement Information Control System (PICS), maintains a
guantitative history of vendor past performance that is available online to procurement
specialists for use in making contract award decisions. The documentation and
judtification that support the quantitative data, however, are not online, and a manual
search of paper files and a significant investment of the procurement specialistis time and
effort isrequired. Further, a vendoris most recent past performance evaluation is often
missing or isincomplete, resulting in the award of printing contracts based on inadequate
or incomplete past performance information.

The process of allowing vendors to validate the performance evaluation is a paper-
intensive and time-consuming process that requires monthly and quarterly issuance of
letters to vendors with unfavorable performance evaluations. The vendors are given the
opportunity to respond and offer documentation to rebut the performance evaluation, asis
proper, but the process is labor intensive, involving numerous letters, regular faxing of
documents, and continuous revision of paper files and reports.

The time and effort devoted to maintaining the vendor database appears to be
disproportionate in view of GPOis focus on awarding to the lowest responsive bidder.
The vendoris past performance is not used in any way to adjust the bid, and analysis and
application of vendor data is |eft to the discretion of the individua printing procurement
specidist. The customer agenciesi primary complaint is the lack of quaity in agiven
vendoris performance. Under current practices, however, a vendoris poor past
performance will rarely displace alow bidder from award. A vendoris past performance
record should be critical in determining awards. An automated process should be
established that accurately records vendor past performance in atimely manner and
objectively and fairly uses that information when evaluating bids.
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Recommendation 8. GPO should maximize the online availability and impact of using
past performance data.

The vendor database needs to be configured to provide narrative descriptions of vendors
performance. In addition, the past performance system should include a continuous cycle
of objective assessment concerning vendor performance in areas such as quality,
timeliness, cost control, and business relationship. A vendoris poor performance on
printing contracts results in a cost to the Government. Although poor or improper
performance of delivery order or contract requirements may be corrected at the vendoris
expense, GPO incurs additional costs in performing additional oversight, agency liaison,
and contract administration functions. Award to a vendor with a poor or margina past
performance record, even with the lowest offered price, resultsin higher overall costs to
GPO and to the Government. To better evaluate submitted bids from aitotal costi
perspective, GPO should devel op objective criteriafor evaluating a vendoris past
performance and use past performance as an evaluation factor when making contract
awards. Including vendor past performance as a part of the award criteriawill help ensure
quality performance on future printing contracts. Customer agencies and vendors should
be given restricted electronic access to the vendor database and be allowed to make
comments electronically concerning the past performance evaluations; any changes would
be made only by the approved government individual after review of pertinent data and
information. Those vendors with a documented history of poor or margina performance
should be given the opportunity to improve performance; if not successful, they should be
eliminated from GPOis Bidderis List.
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Asaresult of the previoudly discussed findings and recommendations, we have
summarized the strengths, weaknesses, opportunities and threats (SWOT) associated with GPO’s
printing procurement operation in Exhibit 3-12. The SWOT matrix can be used by the PPD in
developing a strategic plan which takes into consideration both the internal and external factors
impacting PPD’ s future.
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Exhibit 3-12

SWOT Matrix for Procured Printing Services

Functional
Area Strengths Weaknesses Opportunities Threats

Financial Operational loss of Downsizing of the
$6.8 million Government
Expenses are Increasing
outpacing revenues executive agency
Pricing structure printing
does not reflect the capabilities
actual cost of Lack of Title 44
processing a job enforcement
Actual cost to Government shift
conduct a to a paperless
procurement from environment
“cradle to grave” is
unknown

Organizationa Staff has Single spans of Re-establish the

I extensive control college graduate

experience Organization recruitment process

Low turnover

Pockets of new
talent

structured to justify
positions

Areas of functional
mis-alignment

to acquire skills in
the latest printing
technologies

Use readily available
procurement training
for PPD personnel

Operation

Responsive to
customer needs
Vendor past
performance data
Use of term
contracts, single
and multiple
awards, and
direct deals

No strategic planning
Distinct absence of
goals and objectives
No plan to respond
to attrition of senior
staff

Low accountability
associated with each
task

Lack of performance
metrics and analysis
of useful trend data
Declining use of
direct deal contracts
Inadequate use of
past performance
data collected

Exploitation of new
technologies and
expansion of GPO
capabilities
Automation tools
that will enhance
work processes
Investment in
commercial off-the-
shelf (COTS)
procurement
software for better
efficiency and use of
resources

Adopt more Federal
acquisition
streamline initiatives
Potential
reallocation of Joint
Committee on
Printing (JCP)
authority to the
Public Printer
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4. IN-PLANT PRODUCTION

The U.S. Government Printing Office (GPO) uses in-plant operations to produce
approximately 23 percent of the printing and information products requisitioned from GPO viaits
Printing Procurement Program, and it sends the remaining requisitions on to the private sector for
fulfillment.

The jobs that GPO retains in-house are those that cannot be produced on a controlled,
timely, and cost-competitive basis. They include requisitions from Congress as well as from
Federal agencies. They are received from GPO customersin awide variety of electronic formats.
Paper manuscripts are also accepted, although manuscript submissions are increasingly rare.

As part of the GPO audit, Booz-Allen assessed the adequacy and effectiveness of the GPO
in-plant production including all parts of the organization that directly contribute to product
generation, i.e., both core contributors and key supporters.

The findings and recommendations resulting from our assessment are presented in this
section. Preceding them are descriptions of GPO’ s in-plant production facilities, its customers
and products, and its operations.

4.1 IN-PLANT PRODUCTION FACILITIES

The in-plant operation at GPO is housed in two buildings on North Capitol Street: amain
building for all congressional and agency work and an auxiliary building across the street
dedicated to passport and postal card production. GPO aso maintains a satellite office in New
Jersey that supports Federal Aviation Administration (FAA) documentation needs. The primary
operations in GPO’s main building include Electronic Photocomposition (seventh floor); Pre-
press, with Copy Prep (seventh floor); Negative and Plate (second floor); Press (fourth and
second floors); and Binding (third and fourth floors). Material flow between these operationsis
managed through a series of elevators that facilitate the flow of physical material, including large
blank and finished items. Various local area networks (LAN) facilitate the flow of electronic
products. Blank paper inventory is stored in the basement of the main building and in aloca
warehouse in Springfield, Virginia Other material, such as machine parts and other frequently
used items, are kept in on-site material stores. Ink is blended on-site from base pigments and oils
and purchased in liquid form. GPO accepts jobs submitted in a wide variety of formats, from
electronic to paper manuscript, athough manuscript submissions are increasingly rare.

GPO once operated severa regional production facilities, but only a small plant in Denver,
Colorado, remains. According to GPO’s most recent annual report, 90 percent of jobs produced
by the Denver plant are classified, sensitive information for government agencies in the western
United States. The lack of cleared private printing operations in the western United States and
the unwillingness of agencies located there to send documents to the east coast for production are
cited as the key reasons for continued operations in Denver. Fully secure, the plant operated at a
net loss of $442,346 for Fiscal Year (FY) 97. It has 26 employees, down from 28 in 1996 and
1997.




BOOZALLEN & HAMITON

4.2 CUSTOMERS AND PRODUCTS

GPO has two key customer segments. Congress and the agencies of the U.S.
Government. Counted among the agencies for purposes of this audit is the U.S. Postal Service.

4.2.1 GPO and Congress

According to interviews with personnel from GPO’s Congressional Print Management
Division (CPMD) and Customer Service staff, and according to the testimony by the Public
Printer, the mission of GPO in-plant production is to meet Congress' printing demands, both ink
on paper and electronic dissemination. As shown on Exhibit 4-1, congressional revenue accounts
for about 41 percent of total in-plant revenue. CPMD determines its needs based on direct daily
contact with congressional leadership and with other customers, including committee staffers,
members staffers, bill clerks, tally clerks, enrolling clerks, and officia reporters of debate.

Exhibit 4-1
In-Plant Congressional vs. Agency Revenue
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GPO employs detailees to gather information in hard copy or other formats for delivery
from Congress to CPMD. Detailees are assigned to Congress to assess the printing needs of
committees and support offices and to ensure that GPO addresses these needs properly.

To meet congressiona printing needs, which include the daily and permanent editions of
the Congressional Record, hills, resolutions, amendments, and numerous other products in both
electronic and paper format, GPO has developed an extensive array of information gathering
capabilities. For datainterchange, GPO has established direct electronic link between a variety of
offices on Capitol Hill and GPO’s central facility. Electronic data, as well as hard copy (i.e.,
manuscript) to be keyed, comprising various portions of the Congressional Record, are
transmitted or sent to GPO'’ s Electronic Photocomposition Department (EPD) from numerous
sources on Capitol Hill to begin the processing and printing requirements. EPD stores these files
in congressional information databases and makes them available on GPO Access (a Web site),
CD-ROM, and the Library of Congress' s THOMAS information system.
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GPO has a so been using these electronic technologies to develop print-on-demand
capabilities. Employment of these capabilities in the Senate Document Room has led to a
reduction in requirements for printing of extra copies of documents for storage.

4.2.2 GPO and the Federal Agencies

The Federal Register and the Code of Federal Regulations (CFR) make up the largest
portion of agency work produced in-house. Additional agency work includes, but is not limited
to, U.S. passports for the Department of State, postal cards for the U.S. Postal Service, and the
U.S. Budget.

Since 1988, GPO has been the leading government producer of CD-ROM technology and
support services. The Graphic Systems Division (GSD) is responsible for the development of
complete CD-ROM premastering services to agencies. The Specia Interest Group for CD-ROM
Applications and Technology (SIGCAT) recognized GPO’ s successful implementation of the
technology in 1992, when it presented GPO with the SIGCAT’s annual CD-ROM Award.

GPO has aso successfully established a partnership with the Federal Aviation
Administration (FAA). GPO provides FAA with a satellite electronic production facility at FAA’s
Atlantic City, New Jersey, site. Established in February 1991, this site provides reproduction and
archival storage for FAA Technical Center publications. Service to FAA has been provided on a
cost-reimbursable basis.

4.3 OPERATIONS

To produce the wide variety of products and services its customers need, GPO relies on
the expertise of several specialized departments. These include departments under the direct
control of the Production Manager, as well as severa departments organizationally aligned under
Customer Services, the Materials Management Service (MMS), and Engineering. Descriptions of
these departments and their functions follow, and process flow diagrams for each are included in
Appendix D.

4.3.1 The Production Department

As of 1997, the Production Department had a total staff of 1,692 full-time equivalents
(FTE). Itisheaded by the Office of the Production Manager. Directly reporting to the
Production Manager are the Assistant Production Manager and the Deputy Production Manager.

The Production Department includes five main divisions responsible for producing the full
range of GPO in-plant products:

Electronic Photocomposition
Graphic Systems Devel opment
Electronic Systems Development
Press (includes Pre-Press)
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Binding.

Administrative organizations under the Production Department include the Production
Planning Division (PPD), the Production Control Center, and the Delivery Section. Although not
part of PPD, Production Control Planning Division, Production Control and the Delivery Section
interact directly with the Division.

Descriptions of the roles and responsibilities of the six main production and administrative
divisions of the Production Department follow.

4.3.1.1 Production Planning Division. PPD receives agency jobs considered for in-house
production from the Departmental Account Representative Division (DARD) within the Office of
Customer Service. PPD prepares estimates, negotiates pricing with the customer agencies
through DARD as necessary, and sets the production/completion schedule. CPMD, which
produces alist of congressional products for priority production (the Production Manager’s List),
three times daily, keeps PPD apprised of congressional demand. For a detailed view of
production planning and other portions of the preproduction process, see the process map in
Appendix D.

PPD is composed of three sections and has atotal staff of 23. Descriptions of each
section follow. Also described are the Production Control Center and the Delivery section, which
interact with PPD.

Production Planning and Scheduling Committee. The Committee devel ops production
plans and schedules for Departmental printing and binding work produced in-house and enters the
jobsinto a system used to track jackets—the Production Estimating and Planning System (PEPS).

Estimating and Jacket Preparation Section. The Estimating and Jacket Preparation
Section (EJPS) develops production plans and intermediate schedules for in-house congressional
work; generates work jacket instructions, develops cost estimates; and obligates the paper and
materials for each job. EJPS forwards out-of-town shipping information to the Transportation
Operations Unit.

Paper and Materials Control Section. This section determines needed paper inventory
levels; setsreorder quantities; tracks the blank paper needs of both Congress and Federal
agencies, and schedules and prepares work jacket instructions for use by the Bindery and MM,
which furnishes blank paper to customers.

Production Control Center. The Center reviews work jackets (orders for production) and
coordinates scheduling and routing of al in-house jobs. It also acts as aliaison between DARD
and GPO production areas regarding the status of customers' work in process.

Delivery Section. The Delivery Section delivers regular work throughout the Washington,
DC, Metropolitan Area and delivers classified work or prepares and shipsit as classified mail.
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4.3.1.2 Electronic Photocomposition Division. EPD prepares jobs to enter the pre-press stage
of production. EPD accepts printing projects in multiple formats including raw manuscript, but
electronic filesin various formats are far more common. EPD proofreads and formats copy
before sending final document pages on to the Camera Section within the Press Division.
Difficult or first-of-a-kind jobs may be sent to GSD for formatting or application development.

EPD has atotal staff of 305. It iscurrently composed of seven sections and may add
another section following the acquisition of computer-to-plate technology in the summer of 1998.
Direct-to-plate will likely be housed in EPD. The current functions within EPD are Proof and
Copy Markup, Video Keyboard, Text Processing, Phototypesetting and Processing, Electronic
Job, Postscript Service, and Hot Metal.

Proof and Copy Markup Section. Proof and Copy proofreads and codes all documents;
parses Standard Generalized Markup Language (SGML) databases; and revises the
Congressional Record database for bound editions of the Record.

Video Keyboard Section. This section keyboards data into text processing systems,
keyboards edit insertion codes, changes, and corrections; edits electronic files; updates standing
publication databases; and converts locator databases to SGML databases.

Text Processing Computer Section. This section performs numerous functions, as
follows:

Uses GPO'’ s automated PostScript composition system, MicroComp, and other GPO-
developed utility files to compose and edit full text databases for production of
camera-ready output

Maintains database libraries on DEC Alpha systems
Monitors communication subsystems for congressional access to full-text databases

Maintains alibrary of PostScript driver files (Congressional Bills and Reports and
Congressiona Reports and Documents), which are automatically accessible to
Congress for DocuTech reproduction

Outputs PostScript files of the United States Code and the annual supplements for the
Law Revision Counsel

Monitors the automated Commer ce Business Daily (CBD) system and composes the
daily print version, which is submitted over the Internet to a private contractor for
printing and mailing

Creates and maintains Wide Area Information Server (WAIS) databases and indexes
for GPO web searches

Copies and writes databases for sale to government agencies and the private sector.

Phototypesetting and Processing Section. Personnel in this section operate high-speed,
magneti c-tape-driven phototypesetting equipment; process negatives and camera-ready copy;
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produce plain-paper proofs; operate a duplicating center that produces proofs and
engrossed/enrolled bills, and duplicate disks.

Electronic Job Section. The Electronic Job Section performs desktop publishing (DTP)
for specialty jobs, photographically reproduces type and/or special characters that cannot be done
by phototypesetting, maintains a congressional archive of stationery and envelopes, maintains a
formslibrary for the Internal Revenue Service (IRS) and the General Services Administration
(GSA), and produces output on PostScript imaging devices from customer files.

PostScript Service Section. This section delivers DTP training for agencies, develops Web
pages and links them to WAIS databases; creates fonts and maintains font libraries, and develops
and maintains a computerized interface for imposition of PostScript files for input to computer-to-
plate units.

Hot Metal Unit. The Hot Metal Unit uses dug-casting machines to set type for gold
stamping done by the Binding Division.

4.3.1.3 Graphic Systems Development Division. GSD isresponsible for both application
development and systems support, including Web page/Internet development. It has a staff of
64 and 7 sections. The functions of the sections are as follows:

Composition Section. This section develops or acquires commercia off-the-shelf (COTYS)
PostScript typesetting programs, devel ops applications software to support the Production
Department, and develops Common Gateway Interface (CGI) software for the World Wide Web.

Systems/Communication Section. This section manages Production’s DEC Alpha and
VAX systems and the VAX for the Senate Office of Legidative Counsdl, the Office of the
Federal Register, and the National Labor Relations Board, and administers the 19 DEC Alpha
UNIX systems used for the GPO Access web.*

Database Retrieval/Distribution Section. Database Retrieval/Distribution works with
Customer Services to develop CD-ROM publications. It also prepares searchable databases.

Remote Applications Section. Remote A pplications provides remote production support
for MicroComp, including format design and marked-up samples. It aso provides Internet
applications support, including Web page design and updates.

In-House Applications Section. In-House Applications provides both in-house production
support and SGML support.

“2 There are 13 servers at the GPO Central Office, including two systems for the Commerce Business Daily
network, CBDNet, and two dedicated to congressional customers. The other servers are backup systems, some
located in afacility adjacent to the GPO Central Office in Owensboro, Kentucky.
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Production Information Management Section. This section maintains and administers
PEPS; designs, develops, and maintains software for PEPS and for PC applications on request;
and provides speciaized PEPS training.

Support Section. The Support Section provides in-house and interagency training and
develops system documentation.

4.3.1.4 Electronic Systems Development Division. Within the Electronic Systems
Development Division (ESD), the Electronic Systems Branch provides technical services,
including engineering and systems design for the GPO Production Department, other areas within
GPO, Congress, and Federal agencies. This staff of 14 aso provides maintenance services for
Production, the Senate and House Offices of Legidative Counsel, the House Office of
Information Systems, the Law Revision Counsel, the National Labor Relations Board, and the
Office of the Federal Register. The Network Systems Group is responsible for Internet domain
name services (DNYS), firewalls and network security, and interconnectivity.

4.3.1.5 PressDivision. With a staff of 502, the Press Division is the largest within the
Production Department, but this may change with the acquisition of direct-to-plate technology.
This new technology is the latest in a series of advances experienced in the Press Division’ s recent
history. Some 10-15 years ago, Linotype (which set lines of type on ametal slug) was being
eased out to make room for more advanced electronic print technology. Since then the
technological changes have been substantial, and now the soon-to-be installed direct-to-plate
machines will take formatted and proofed documents and produce aplate in asingle step. Direct-
to-plate will replace most of the Press Division camera and negative functions, which are currently
performed by nearly 150 people. The sections that will be directly affected are Copy Preparation,
Negative, and Plate.

Pressis composed of five sections, which produce a variety of intermediate and final
products on letter, sheet, or web presses for output to the Binding Division. For adetailed view
of the Press Division’'s current operations, see the process maps in Appendix D.

Copy Preparation Section. Copy Preparation prepares camera-ready copy or
reproducibles, inspects and certifies procured process reproducibles, and performs stripping and
page makeup.

Negative Section. The Negative Section produces photographic halftones, tints, and line
negatives or positives; processes 70-mm negatives for projection platemaking; corrects film
imperfections; assembles page elements for the Plate Section; and processes dylux proofs and
matchprint color proofs, sometimes for commercia production.

Offset Plate Section. The Offset Plate Section imposes film reproducibles for offset and
|etterpress platemaking; produces offset and photopolymer plates, including negative presensitized
plates; produces projection offset plates from 70-mm negatives; and makes blue book dylux
proofs. It also includes the Reproducible Storage Unit, which maintains negative storage for plant
and commercial negatives.
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Offset Press Section. The Offset Press Section prints documents using sheet-fed offset
presses as well as recently acquired web offset presses.

Letterpress Section. The Letterpress Section prints envelopes, letters, invitations,
pamphlets, and jobs processed on flatbed, cylinder, vertical, and platen presses. It aso embosses
and numbers speciaty work and does thermographic printing.

Postal Card Section. The Postal Card Section produces postal cards for the U.S. Postal
Service; wraps the finished cards, places them in cartons, and fills post office orders; and prints
passports on offset rotary sheet-fed presses.

4.3.1.6 Binding Division. The Binding Division has a staff of 358, including a team of 19 who
make blank passports in the auxiliary facility on North Capitol Street, across from the main
building. The Division completes the production process by cutting and/or binding outputs from
Press and prepares products for shipping.

Many different types of binding and packaging are done in the two shift sections—the
Blank/Edition Section and the Pamphlet Section.

Blank/Edition Section. The Blank/Edition Section performs awide variety of cutting,
folding, and binding; prepares all shipping and parcel post labels for jobs completed in Binding;
cuts, binds, numbers, and delivers passports; and wraps, seals, and ships cartons manually and by
machine.

Pamphlet Section. The Pamphlet Section performs awide variety of folding, inserting,
and binding techniques, including handwork; performs necessary binding operations to process al
levels of classified jobs; and controls receiving and in-process storage of work processed by
Binding.

4.3.2 Other Production-Related Services

Several departments and divisions either support or directly interact with the Production
Department on aregular basis. They include Customer Services, MMS, the Quality Control and
Technical Department (QCTD), and Engineering Services.

4.3.2.1 Customer Services. CPMD and DARD, both divisons of Customer Services, provide
key support for in-plant production processes.

Congressional Printing Management Division. CPMD acts as a liaison between GPO and
Congress. CPMD’s primary purposes are to aid in effectively carrying out the legidative agenda
of the Congress and to facilitate the printing requirements of other daily congressional activities.
CPMD functions are—
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Delivery and verification of printed products to congressional offices, by GPO
Congressiona Receiving Clerks assigned to House and Senate Platforms under the
direct management of CPMD

Coordination of scheduling and printing of the Congressiona Serial Set, whichis
composed of sequentially numbered, bound volumes of House and Senate Reports and
Documents

Coordination of distribution lists for all congressional and departmental agency
requests for printed congressional products

Assistance to congressional leadership offices, committees, and support offices
regarding their printing requirements.

CPMD, which is the primary contributor to the Production Manager’s List, determines
congressional print needs based on daily direct discussions with congressional |eadership and
customers with printing needs and responsibilities including committee and member staffs, bill
clerks, tally clerks, enrolling clerks, and officia recorders of debate. The Production Manageris
List sets the in-plant production priorities for each shift.

When Congressisin session, the second and third shifts process primarily congressional
work.

Departmental Account Representative Division. DARD is the key contact between
executive and judicial branch customer agencies and GPO. New job orders come first to DARD
for initial evaluation before being passed on to either Printing Procurement for production by an
outside contractor or Production Planning for estimation and eventual in-plant production.

In addition to channeling orders to procurement or in-plant production, Division account
representatives provide arange of services to customers, including technical advice and status
reports on work in process. The Account Representatives regularly visit the agencies they serve
and monitor customer operations to assess long-range publishing requirements. DARDis
Electronic Publishing Management Section assesses customers’ electronic publishing needs and
facilitates access to GPO electronic publishing capabilities.

4.3.2.2 Materials Management Service. MMS serves all of GPO in al areas of materials
procurement, except printing services. A self-described provider of everything from “paper clips
to print presses to GPO,” MMS views itself as a service organization to GPO, responding to the
demands of other parts of the agency. MMS is also responsible for processing paper purchasing
requests to fill customer orders. MMS s not involved in job or production planning but responds
to the demands of production when they are made. Within MMS are three key functions—facility
leases, stores/inventory, and paper and specialized procurement.

Facility Leases. MM S leases building and office space for GPO (GSA and commercial
contracts) for warehouses, bookstores, and regional printing procurement offices.
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SoredInventory. MMS maintains four locations for paper and supply inventory with a
total inventory capacity of 40 million pounds. basement of the main GPO building, Building 4
(the passport building), General Stores Section in Building B, and the Springbelt warehouse.

Paper and Specialized Procurement. This important section competitively acquires all
paper, envelopes, and cartons for GPO, including that provided to contractors or sold to Federal
agencies, sets requirements for acquisition of equipment, services, and construction work priced
at more than $100,000; acquires automated data processing (ADP) equipment and software
priced at more than $25,000; and interacts with industry and oversees bidding and contract
awards for procurements of state-of-the-art technology.

4.3.2.3 Quality Control and Technical Department. QCTD provides servicesin the areas of
guantitative methods and analytical services to various in-house customers. QCTD established
the quality attributes for in-house and procured print jobs, and develops the paper quality
standards issued by the Joint Committee on Printing (JCP). QCTD aso conducts analytical
sample analyses for paper and ink, and it establishes specifications for all procured chemical and
material items. Four divisons make up QCTD:

Chemica and Environmental
Graphic Supplies

Paper and Physical Testing
Quality Systems.

Two of these divisions perform functions reviewed in our audit. The Quality Systems
Division provides ad hoc statistical analysis, modeling, and smulation for internal customers on an
as-requested basis. Quality Systems currently prepares a monthly Quality Audit report, which
consists of acompilation of daily end-product sample evaluations and is distributed to selected
production managers. Quality Systems also provides a monthly waste report, which measures the
amount of paper spoilage from the production process.

Paper testing methods used by the Paper and Physical Testing Division have changed in
the past 18 months. The old process involved a 100 percent laboratory analysis by GPO of each
paper delivery. The new process involves sampling 5 percent of large orders and then analyzing
75 pieces (25 each from the front, the middle, and the end) from the paper manufacturing process.

4.3.2.4 Engineering Service. This office provides expertise in agency production systems
development, equipment purchases, production studies, and space planning activities. It includes
two divisions, the Engineering Division, which is responsible for systems design and overall
project management, and the Facilities Division, which houses the construction craftsand is
responsible for the construction, installation, and maintenance of GPO facilities. Three sections
within Facilities perform functions reviewed during this audit—the Machine Branch, the Elevator
Branch, and the Planning and Scheduling Section.

Machine Branch. The Machine Branch is responsible for mechanical work involved in the
installation, maintenance, overhaul, ateration, and relocation of production machinery.
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Elevator Branch. The Elevator Branch maintains and repairs elevators, dumbwaiters, and
roll lifts.

Planning and Scheduling Section. The Planning and Scheduling Section is responsible for
maintenance request tracking, coordination of trade work schedules, and devel opment of
preventive maintenance programs.

FINDINGS AND RECOMMENDATIONS

Booz-Allen’s objective during this portion of the GPO audit was to anayze the in-plant
printing process and product flow through GPO. We defined in-plant production including all
parts of the organization that directly contribute to product generation, either as core in-plant
processes or as key support processes.

The core processes assessed included—

Planning and scheduling

EPD (i.e., preparation of jobsin electronic format)
Pre-press

Press

Binding.

The key support services evaluated were—

Customer Service

Maintenance

Materials Management

Quality Control and Technology.

Documents produced at GPO go through several stages of production in severa different
departments before delivery to the customer. Thisincludes “new” products delivered to GPO by
Congress and agencies, aswell as “stored” products such as negatives kept on file within the
Production Department and periodically retrieved to produce additional versions or copies of
previoudly delivered products. The goal of our anaysis therefore was twofold:

To understand the activities performed separately by each department from a
functional standpoint

To understand how each department worked together to provide a finished product
from a process standpoint.

We accomplished our analysisin severa steps. We first conducted orientation interviews with the
superintendents of each functional area (see Appendix E). From these interviews, the macro level
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process flowchart shown in Exhibit 4-2 was developed. We then returned to each functional area
to conduct a detailed analyses that included—

A Department-wide strengths, weakness, opportunities, and threats (SWOT) analysis
at the Division level, with input provided by the Division superintendents and
representatives from their staffs, (the SWOT also included support services)

Detailed in-plant process “wakdowns’ and plant floor observations (see Appendix F)

An average of three follow-up interviews with each superintendent, usually with at
least one foreman present

Interviews with staff from key support functions such as quality, materials
management, and maintenance

Reviews of documentation such as datasheets, training materials, press dips, and work
jackets (see Appendix G).

Exhibit 4-2
Overall Production Process Flow
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The data from these analyses allowed us to assess how well the in-plant organization
currently functions as a seamless production line. The evaluation revealed that GPO satisfiesits
priority congressional customers and that the Production Department is beginning to take steps to
modernize its printing capabilities and information technology. However, to capitalize on these
improvements fully and to continue to compete in the Federal marketplace by efficiently providing
high-quality products to its customers, GPO must address a number of in-plant production
problems. Most of these problems are the result of poor cross-functional knowledge and
communication, a fragmented organization, lack of documentation and standard procedures, poor
information management, and ineffective management and control of production inputs.

File
Conversion

Other E-Media
- CDs
- File Storage
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These assessments are supported in the following findings and recommendations. All of
our prescribed measures and solutions should not only be applied across al functions involved in
production, but they should also involve al levels of the organization, from the Production
Manager to the journeyperson and apprentice on the shop floor. Many of our recommendations
include suggestions to help ensure broad and deep involvement in organizational change.

Finding 1. Production has established important information access and dissemination
systems and capabilities.

GPO'’ s customers—the public, Congress, and Federal agencies—are migrating from
paper-based means of communication to electronic formats. GPO now offers products to
the public over the World Wide Web; assists Federa customers in disseminating
information on the Internet; and receives congressional and other jobs electronicaly so
that they go directly into production. Some of the key successes are highlighted below.

GPO Access offersa wide variety of online servicesto a variety of customers.

The establishment of GPO Access was mandated by Public Law 10340 in June 1993.
The Law required the following services:

Online Federal Register (available by 6:00 am. each day) and Congressional
Record (available by 11:00 am.)

A Federa Locator Service that provides pathways to government information,
including Global Information Locator Service (GILS) applications

A storage facility for electronic files on-demand

The Federal Bulletin Board, which provides agencies with file libraries accessible
by the genera public.

The goals of GPO Access are to provide authentic, up-to-date, universally accessible
information free of charge. GPO Accessis particularly beneficial in that it makes most
databases available in ASCII format as well as in Portable Document Format (PDF). The
information on the site is not costly to provide because it is essentially a by-product of the
paper documents GPO produces.

Retrievals of GPO Access information have increased rapidly since itsinception in mid-
1994. Document retrievals numbered more than 4 million a month in late 1997, up from
2.8 million in January 1997 and 2.3 million in late 1996. More than 70 databases are now
available on GPO Access, and GPO has continually added servers and bandwidth to keep
the Web page ahead of demand.
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GPO manages information databases and Web pages for other government agencies.

GPO has aso provided assistance to agencies with World Wide Web and Internet
services, such as database devel opment, mounting of sites on GPO servers, database
maintenance, training, and user support.

CBDNet, developed in partnership with the U.S. Department of Commerce, received a
1997 Hammer Award for its successful design, implementation, and utilization.

CBDNet, the Commerce Business Daily publishing service, is another successful
illustration of GPO’ s electronic information dissemination. This service, performed in
partnership with the Commerce Department, went live on December 6, 1996. CBDNet is
a complete electronic service that encompasses receipt of electronic submissions from
procurement offices across Government and instantaneous creation of a database that can
be accessed by the public on the Web. The number of CBD notices has increased from
9,000 in December 1996 to 13,500 by July 1997. In CBDNet’s first month of operation,
8.5 percent of notices were submitted through the Web page; currently, approximately

95 percent of all notices are submitted electronically. In the first 7 months of its existence,
CBDNEet has built to a usage rate of 600,000 notices downloaded per month. On April 21,
1997, CBDNet received the Hammer Award from the National Performance Review.

There are examples of effective efforts to address information technology (1/T) needs
within the Production Department.

The Electronic Systems Division has taken the lead on a variety of I/T projects
including installing fiber optic cable throughout the building and becoming the

de facto lead for standardization of office applications within the Production
Department. Based on its success in this area, other GPO departments are
increasingly using the Electronic Systems Division’s expertise to manage their 1/T
resources more effectively. Thisdivision aso effectively maintains remote
equipment on Capitol Hill and in the Federal Register Building.

Text Processing also made strides. It has severa in-process monitoring and error-
proofing programs to ensure that manipulation of electronic filesis controlled and
quality checked.

Recommendation 1. GPO should leverage knowledge gained through internal I/T
accomplishments in the development of an in-plant information
technology plan.

These experiences should provide valuable input in the formulation of the I/T component
of a manufacturing strategic plan, as discussed further in Recommendation 6. As outlined
in Recommendation 4, the Production Department can build on these experiences to
operate more effectively.
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The Production Department should play a key role in the development of a strategic
plan for information technology and the establishment of a GPO Office of the Director
of Information Technology.

The Production Department, and ESD in particular, has up-to-date skills and experiencein
creating new capabilities within GPO, e.g., Web access. The ESD superintendent and
some of his staff should play an important role in developing a GPO technology plan and
setting the mission for a new Office of the Director of Information Technology.

The Production Department should build on experiences gained in developing the | /T
component to build a Strategic Manufacturing Plan, tied to new GPO-wide strategic
and technology plans.

Production has seen a drop in the demand for paper copies of the documents it produces.
At the same time there has been a sharp rise in the number and variety of GPO electronic
products demanded by both content creators and public consumers.

Production-wide manufacturing and technology planning is essential to meeting these
challenges. Much of the expertise required to create these plans for a 2- to 5-year period
isresident in the Production Department, particularly in ESD and EPD. Asnoted in
Recommendation 4, cross-functional knowledge must be developed in Production to
maximize process efficiencies. Technology planning should include the superintendents
and other key managers in the department. Their needs and goals should be addressed as
an integral part of the technology element of the plan.

Finding 2. The Production Department is implementing industry state-of-the-art printing
technology, computer-to-plate (CTP) to improve quality and throughput and
reduce operating costs.

Computer-to-plate (CTP), aso called direct-to-plate, is an important new technology that
reduces production process cycle time. The system has been ordered and is expected to
be delivered and installed by June 1, 1998. CTP offers the following advantages:

Eliminates several labor-intensive steps in the pre-press part of the print process
including copy preparation, camera, negative, and platemaking
Reduces platemaking costs

Uses a more environmentally safe process chemistry than the devel opment
chemistriesit replaces

Provides improved image quality and registration
Has a payback period of approximately 18 months

Produces anticipated savings to GPO of more than $7 million over 3 years.
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Recommendation 2. GPO should use the experience gained in CTP implementation to
guide other technology acquisition and process improvement
initiatives.

The lessons learned by GPO in moving to CTP can be used to evaluate and integrate
future production technologies more effectively. As CTP isintroduced, the Production
Department should do the following:

Evaluate and document the “upstream” and “downstream” effects on production
cycle time caused by CTP.

Evaluate and document the “upstream” and “downstream” effects on production
capability in others areas, particularly the pressroom, to determine changes
required in equipment in those areas as aresult of CTP. For example, are changes
required in job setup or quality revising based on the expected improvementsin
CTP image quality?

Compare actual cost savings versus projected cost savings. Use the results of this
comparison to improve the economic analysis of future capital purchases. For
example, if discounted cash flow analysis was done with CTP as part of cost
justification, how accurate were the underlying assumptions, and how should
variables be adjusted in future acquisitions?

Evaluate the effectiveness of personne retraining and redeployment plans. CTP
will affect more than 130 FTEs. Use the experience gained in their reassignment
to improve interna training and cross skill detailing. Trends in downsizing and the
needs of the organization for highly mobile labor to address absenteeism or
retirementsin critical areas demand more effective redeployment of production
labor resources.

Use experiences gained in planning for CTP as an internal “case study” during
development of a Strategic Manufacturing Plan.

Finding 3. The Production Department consistently meets a demanding congressional
production schedule.

Our SWOT analysis of the Production Department and key services outside Production
revealed that timely and responsive service to Congress was a universal strength and is
centered on the following factors:

Representatives in CPMD have devel oped strong and cordial relationships with
their contacts within congressional organizations and offices.
Communication with the congressional customer is frequent and regular.

Production functions are geared toward rapid and consistent turnout of
congressional products.
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Both CPMD and the Production Department are flexible and responsive to
changing congressional needs.

Recommendation 3. GPO should combine lessons learned from Congressional Printing
Management Division with customer-focused marketing strategies to
continuously improve overall customer service.

GPO should improve service to agency customers based on lessons learned from service
to Congress. The goal is an integrated marketing approach that effectively addresses the
needs of differing customer segments without negatively affecting congressional schedule
performance.

Develop cross training and knowledge sharing programs between CPMD and DARD.

CPMD offersamode for frequent and direct interaction with customer representatives
within congressional organizations; in fact, CPMD representatives maintain daily contact
with their customers and often visit their offices. DARD personnel may be able to learn
from those interactions to build relations with Federal agency customers.

Customer Services and Production could both benefit from rotations as staff serving
Congress would be better able to understand the challenges of serving agency customers
given the congressional priorities, and DARD personnel would better understood
congressional demand. Representatives who have experience serving both congressional
and agency customers may be able to identify ways to improve coordination between
Customer Services and Production Planning and Scheduling to better serve agency
customers.

| dentify systematic approaches to integrate agency work into production operations
more efficiently.

Following an initia cycle of DARD—CPMD rotation, Customer Services and the
Production Department should begin to regularly identify the most frequently demanded
agency work that is produced in-house. Customer Services and Production should then
work together to develop a more streamlined, systematic means for planning and
producing that work. Specifically, Customer Services and Production Planning should
exchange views on what is and what can be produced in-house, and how it should best be
coordinated with congressional demand. Recommendation 9 addresses increased
Customer Services—Production Planning cooperation in more detail.

Establish channels for agency customer feedback to the appropriate parts of the
production process.

Providers of products and services need to get feedback from their customers to know
how well they are serving them. They need this feedback to have ownership of the
product and pride in their work. The Production Department should work with Customer
Services to design feedback channels, both formal and informal.
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Formal feedback mechanisms can include sending out a customer satisfaction survey with
certain jobs. The results of the surveys should be briefed regularly by the Production
Manager to the Department at an all-hands meeting. Alternately, they could be made
available over the network or regularly posted on bulletin boards.

Informal mechanisms include customer access to information on job scheduling and
completion (already available on PEP and PICS); an e-mail address for customer questions
should be added to this system. Responses to customer questions should be provided

daly.

Finding 4. In-plant batch processing focus does not promote cross-functional
knowledge sharing, accountability, or effective communication.

A lack of formal cross-functional cooperation and communication has led to troublesome
disconnects in the production process. These process disconnects adversely affect
production coordination and efficiency. Some of the disconnects can be quickly and
simply addressed, for example, through modifications in documentation. Others will
require more systematic changes to underlying procedures and practices. The specific
issues that were discovered are described below, followed by a series of recommended
actions to address them.

Current in-plant operations are functionally focused rather than process focused.

Production division superintendents and other lower-level managers were often unable to
describe major elements of functions “upstream” or “downstream” to their specific areas.
For example, managers outside of Production Planning do not have a clear understanding
of how print jobs are actually scheduled, other than the fact that Production Planning
determines which jobs stay in-house and which are procured, which is only partialy true.
Given the schedule-driven nature of the GPO production operation, better understanding
and problem solving between planning and production is an area for improvement.

Managers at all levels reported that once a particular task was completed and passed on to
the next step in production, responsibility was also passed on for any resulting errors and
for adherence to project schedules. Thereisalack of routine documented feedback given
to upstream functions when errors are discovered downstream. In urgent situations,
phone calls are the main method for locating delinquent work and addressing quality and
schedule problems.

Some of these cross-functional problems can be easily addressed, e.g., minor process
control issues related to poor copy quality because of failure to replace printer toner
cartridges. Other examples of poor cross-functional cooperation are more troubling,

e.g., the lack of standard practices or procedures for the bindery locator to call back to the
pressroom to resolve discrepancies on paperwork delivered with a print job as to whether
that job isfully or partially completed.
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Functional expertise key to production cost and quality management is not routinely
included in the production process.

Both QCTD and MMS view themselves as support functions, interacting with the
Production Department only upon request. This formal separation limits effective use of
the available technical expertise of these organizations and hinders regular collaborative
problem solving critical to production efficiency. Routine integration of these support
functions into production could have an impact on the effectiveness of problem solving.
For example, production recently asked QCTD and MMS to analyze and propose a
solution for frequent web press paper breaks. QCTD and MM S worked with Production
to solve the problem. This example of ad hoc cooperation isindicative of the fact that
those services are only called upon to solve specific, high-visibility problems and are not
integral parts of the production process.

Functional area superintendents, senior production department staff, and other
supervisors do not typically hold regularly scheduled meetings to discuss cross-
functional issues.

Functional area managers indicated that they meet to discuss only serious problems. Even
on these occasions, only superintendents from the affected functions meet, depriving other
managers of valuable insight. More frequent meetings were deemed too difficult to
schedule because of the demands of the daily workload.

There are no regular cross-shift meetings throughout all functiona areasto share
information, although the Superintendent of the Press Division meets with forepersons
monthly and some forepersons meet with group chiefs at the beginning of a shift. Our
interviews reveaed that management within the same functional area often disagree on
some production issues. For example, in-plant upper management believes that the use of
recycled paper presents no production problem, but pressroom staff maintain that it isa
major problem because it causes frequent breaks.

Organizational barriers also negatively affect work management between the
Production Department and other parts of GPO.

Although they are collocated to facilitate communication, assessment of the interaction
between Customer Services and Production Planning revealed several areas in which
communication and process coordination should be improved. For instance—

When an initial agency job requisition comes in, Customer Services has at times
directly procured work suitable to in-plant production without giving Planning and
Estimating an opportunity to bid on the job. Such decisions are based on
inaccurate judgments about job attributes or current in-plant availability or
capacity.

Production Planning and Scheduling, responsible for initial job estimates, may not
always be informed by Customer Services of an agencyis reasons for rejecting an
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initial job estimate. Production Planning and Scheduling therefore loses the
opportunity to re-estimate, capture agency work, and/or modify estimating
procedures.

Difficulties in coordination between departments delayed the start of production of
the 1999 U.S. Budget.

These decision-making and communication breakdowns constitute significant disruption
and financia losses to in-plant production, particularly in light of declining in-plant agency
workload. GPO in effect ends up selling away in-plant capacity; thisis particularly
detrimental to in-plant efficiency when congressional demand is low.

The incentives for management or workersto work cross-functionally are insufficient.

GPO’ s batch process focus emphasizes worker mastery of asingle skill. This emphasis
limits workforce flexibility and the organization’s ability to adapt to unexpected changesin
staff availability. Staff with critical skills are in some cases few in number, particularly in
EPD, and may be irreplaceable on short notice.

This specialized, narrow focus does not encourage understanding of the entire production
process. Employees and managers do not look across functions, and opportunities to
improve overall efficiency or solve persistent problems may remain invisible. Current
production culture fails to encourage worker ownership of the overall process or of his or
her particular craft. Such an attitude is quite understandable if workers seldom, if ever,
see the product in later stages of production.

Recommendation 4. The Production Department must break down functional
stovepipes to establish cross-functional, process-focused
operations.

The ingrained functional focus described here results in barriers to communication,
problem solving, and product improvements. Exhibit 4-3 shows the difference between a
functionally focused and a process-focused organization and culture. Functional focus
[imits communication and problem solving to within a particular function, whereas the
process focus encourages and requires accountability and feedback throughout the entire
production operation to improve the overall effectiveness and efficiency of the production
operation.
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Exhibit 4-3
Functionally Versus Process-Focused Production Department

FUNCTIONAL FOCUS

Planning & Pre-Press Press Binding
Scheduling

B |

PROCESS FOCUS

Planning & Pre-Press Press Binding
Scheduling

'S S S

Establish an in-plant process improvement team to identify problems related to cross-
functional coordination and communication and to develop solutionsin these areas.

This team should be composed of Department superintendents, foremen, supervisors, and
union/worker representatives. It should be led by outside (non-GPO) facilitators with
printing and non-printing industry experience. This mix of knowledge and experience will
help GPO to develop innovative approaches to problem solving. The facilitator’ srole
would be to guide the team in developing a process-focused versus functionally focused
approach to communication and knowledge sharing.

The team should focus on improving the hand-offs between functional areas as products
progress through the in-plant process. The group should identify needed changesin
procedures, information, and management and worker responsibilities to ensure a
smoother, more controllable product flow. The overarching goal should be improved
production synchronization. A global, process-focused review isvital; if GPO attemptsto
improve production within separate functional departments, an isolated improvement in
one area could compromise improvements under way in others. Only after hand-offs are
smoothed should a uniform approach be used for internal improvements within specific
functional aress.
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Improving joint evaluation and job planning between Customer Services and Production
Planning would be a good place to start. This endeavor should be focused on the
following areas:

Updating guidelines to better assist Customer Services Account Representatives to
assess the feasihility of in-house production for al jobs.

Providing DARD, and the Requisition Section, with daily copies of the Production
Manager’s List and the Product and Machine Attributes List, and teach Account
Representatives how to use the data to better estimate delivery capabilities.

Ensuring that Estimating and Jacket Preparation has the opportunity to discount
every agency job if the agency initialy reects the estimate.

Ensuring that the reasons for procuring agency work estim