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DECLINING RESOURCES

Selected Agencies Took Steps to Minimize Effects on
Mission but Opportunities Exist for Additional Action

What GAO Found

The three selected agencies GAO reviewed for this report—the Employment and
Training Administration (ETA), Federal Law Enforcement Training Centers
(FLETC), and the Environmental Protection Agency (EPA)—each took a number
of different approaches to manage declining resources that aligned with the three
key themes outlined in GAQ’s framework. For example:

1. Top Management Should Lead Efforts to Manage Declining Resources.
ETA’s Office of Foreign Labor Certification top management led efforts to
ensure the agency maintains capacity to achieve its mission by taking steps
to restructure its workforce to better use existing staff to address changes in
workload. This includes cross-training its workforce to achieve greater
interoperability of employees among its three processing centers.

2. Data Analytics Should Guide Decision Making. EPA used Lean Six
Sigma, a data-driven process-improvement methodology, to evaluate agency
processes and identify opportunities to make them more efficient. For
example, EPA’s Office of Pesticide Programs reported that it reduced the
time it takes to post pesticide product labels, which provide critical
information about proper use and handling of pesticides.

3. Agencies Should Develop Cost-Cutting and Cost-Avoidance Strategies.
FLETC reported that in FY 2013 and 2014 the agency reviewed its service
contracts to identity potential cost avoidance opportunities. As a result,
FLETC reported avoiding roughly $8 million out of $81 million in service
contracts by reducing or eliminating nonessential services, such as reducing
hours for the information technology (IT) service desk support and
consolidating security guard services.

However, opportunities exist for top management at selected agencies to take
additional actions to ensure they maintain capacity to achieve their missions and
avoid costs. For example, FLETC is working to develop an Online Campus
initiative, which would provide distance-learning opportunities and represents a
potential long-term cost avoidance strategy that could help the agency maintain
capacity to provide necessary law enforcement training. However, FLETC has
not yet finalized its plan for the Online Campus with steps and timeframes
needed to ensure successful implementation. At ETA, the most recent recession
tested the Unemployment Insurance (Ul) program’s capacity, but ETA has yet to
systematically identify lessons learned to help ensure Ul maintains capacity
should workload increase again. Following through on these actions could help
agencies better manage limited resources and maintain capacity to achieve their
missions.

Some agency officials and stakeholders reported that actions taken by the
selected agencies affected timeliness and service level for some programs.
While some stakeholder organizations commended the agencies for their efforts
to continue to achieve their missions with fewer resources, they also noted that
some actions had negative effects on individuals, businesses, states, localities,
and others. The effects they cited included delays in receiving unemployment
benefits and disruptions to businesses resulting from delays in processing foreign
labor applications and pesticide registration applications.
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1 U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

December 20, 2016

The Honorable Bernard Sanders
Ranking Member

Committee on the Budget
United States Senate

The Honorable Patty Murray

Ranking Member

Committee on Health, Education, Labor, and Pensions
United States Senate

Discretionary appropriations are budgetary resources provided in and
controlled through appropriations acts. They fund many of the activities
commonly associated with the federal government. These include the
day-to-day operations of executive branch agencies as well as national
defense, federal law enforcement activities, food safety, environmental
protection, and investment-oriented spending on infrastructure and basic
research. Discretionary appropriations declined by roughly 12 percent
between fiscal years 2010 and 2015." In 2011, Congress enacted the
Budget Control Act of 2011 (BCA), which amended the Balanced Budget
and Emergency Deficit Control Act of 1985 (BBEDCA), to impose
spending limits (or caps) on discretionary appropriations for fiscal years
2012 through 2021.2 The Congressional Budget Office (CBO) projects
that under these limits, discretionary spending will continue to decline as
a share of the economy and within the next 5 years will be lower as a
share of gross domestic product (GDP) than any level seen in the last 50
years.® In this budget environment, agencies may need to look for

1During this period, an across-the-board reduction known as sequestration was triggered
in fiscal year 2013. As a result, 5 months into the fiscal year federal agencies were
ultimately required to implement an $80.5 billion reduction to their total spending. See
GAO, 2013 Sequestration: Agencies Reduced Some Services and Investments, While
Taking Certain Actions to Mitigate Effects, GAO-14-244 (Washington, D.C.: Mar. 6, 2014).
Just prior to this period, in response to the most recent recession, Congress enacted the
American Recovery and Reinvestment Act of 2009 (Recovery Act) to, among other
purposes, promote economic recovery, provide investments needed to increase economic
efficiency, and minimize and avoid reductions in essential services and counterproductive
state and local government tax increases. The Recovery Act appropriated additional
discretionary funds in 2009.

22 U.S.C. § 901(c), 901a.

3Based on CBO’s August 2016 report An Update to the Budget and Economic Outlook:
2016 to 2026.
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opportunities to reconsider priorities, determine how and in what areas to
make tradeoffs, and evaluate the potential immediate and long-term
effects of these decisions. Declining discretionary resources can prompt
agencies to re-examine core missions, increase efficiency, and innovate.
Effectively managing the resources that agencies have available is vital to
ensuring that they can continue to effectively achieve their missions and
deliver services to the public.

Given the recent budget trends and anticipated future fiscal outlook, you
asked us to examine the specific actions agencies are taking to manage
with declining resources. This includes some of the specific activities that
agencies reduced and any effects on external stakeholders in terms of
service and program delivery. This report examined (1) to what extent
selected agencies’ actions aligned with our framework for managing in an
environment of declining resources and (2) the effects, if any, declines in
discretionary spending after 2009 had on services to the public at
selected agencies.*

To address our first objective, we applied a framework that we first
developed in 2012 for examining agencies’ efforts to effectively manage
in an environment of declining resources. We developed this framework
to better understand the issues agencies face in an environment of
declining resources and how agencies could address them. This
framework is based on (1) an extensive review of relevant literature,
including our prior work; (2) interviews with high-level budget experts,
including academics, Office of Management and Budget (OMB) staff,
agency chief financial and budget officers, and former congressional staff
to discuss their experiences with budgeting in an environment of declining
resources; and (3) a forum of experienced budget practitioners who
discussed principles to guide agencies’ respective decision making while
managing in an environment of declining resources, as well as specific
actions that could be taken at federal agencies to implement funding
reductions while still achieving their mission. The forum’s participants
represented a cross-section of federal agencies including the
Departments of Agriculture, Commerce, Defense, and Homeland

“For the purposes of this report we use “funding” to refer to discretionary budget authority
and the phrase “declining resources” to refer to reductions in discretionary budget
authority. This excludes mandatory budget authority that is provided in laws other than
appropriation acts and entitlement authority (for example, Supplemental Nutrition
Assistance, Medicare, and veterans’ pension programs).
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Security; the Internal Revenue Service; and the U.S. Merit Systems
Protection Board.

Based on the methodology described above, we identified three key
themes for managing in an environment of declining resources. We also
identified subthemes with examples of activities that align with each of the
major themes. These examples offer approaches that agencies could
apply to manage their own limited resources. For the purposes of this
report, we also reviewed our relevant reports released since the
framework was first developed. We then discussed this framework with
the agencies selected for this review. After assessing this information, we
determined that the criteria established in the framework are still current,
valid, and relevant and applicable for answering the research objectives
of this report.

To accomplish our objectives, we made a purposeful selection of three
agencies.® Each of the selected agencies experienced a decline between
11 and 25 percent in “gross discretionary budget authority” from fiscal
years 2010 through 2014 (the most recent year of actual data available at
the time of our agency selection).® To understand the differential effects
of declines, we identified agencies that serve different national priorities
(as indicated by budget function data from the OMB Max database) and
also considered agencies’ appropriation account structures, information
technology (IT) investments, and other factors. The three agencies we
selected were:

« Department of Homeland Security’s (DHS) Federal Law
Enforcement Training Centers (FLETC). FLETC’s mission is to
provide basic, advanced, specialized, and in-service requalification
training for law enforcement personnel in more than 90 federal law
enforcement agencies as well as international, state, local, and tribal
law enforcement agencies in areas such as the use of force,
defensive tactics, and constitutional law.

SFor the purpose of case study selection, we analyzed data from OMB Max at the bureau
level. As defined in OMB’s Circular A-11, a bureau is the principal subordinate
organizational unit of an agency. While our study selection process focused on identifying
three case study bureaus, some agencies, such as EPA, are composed of a single bureau
for budgetary purposes. For the purposes of the report, we refer to all of the bureaus that
we selected as agencies.

8Gross discretionary budget authority in the OMB Max database consists of new budget
authority as well as a field labeled in the database as “offsetting collections
(discretionary).”

Page 3 GAO-17-79 Declining Resources



o Department of Labor’s (Labor) Employment and Training
Administration (ETA). ETA’s mission is to provide job training,
employment, labor market information, and income maintenance
services primarily through state and local workforce development
systems.

« Environmental Protection Agency (EPA). EPA’s mission is to
protect human health and the environment. This includes
administering programs that prevent air, water, and land pollution, as
well as developing and enforcing environmental regulations.

Given its relatively smaller size, we included all FLETC activities in the
scope of our review. Given the relatively larger size of ETA and EPA and
the scope of their work, we selected two programs within each of these
agencies for in-depth review. Programs were selected based on the
overall amount of discretionary resources (discretionary budget authority)
for the program or account, the magnitude of reductions in enacted
budget authority from 2010 to 2015 (the most recent year of actual data
available from the agency at the time of our program selection), input
from agency officials at selected agencies, and our experience with
programs and accounts from past and ongoing work. We also considered
types of service delivery mechanisms such as grants and direct services
represented across all selected programs. Overall, we selected:

Federal Law Enforcement Training Centers (FLETC)

2. ETA’s Office of Foreign Labor Certification (OFLC) Federal
Administration

ETA’s Unemployment Insurance (Ul) State Administration
EPA’s Office of Pesticide Programs (OPP)’

5. EPA’s State and Tribal Assistance Grants — Categorical Grant:
Nonpoint Source (Section 319 program)

We reviewed budget and performance data, guidance from management,
and other agency documents for each of the programs. This included
documentation of the effects of resources on program outputs. However,
a number of factors including overall program management can affect
program outputs, making it difficult to isolate the specific effects of

For the purposes of this report, we focused on those activities funded through three
Environmental Programs and Management - Pesticides budget activities—“Protect Human
Health from Pesticide Risk,” “Protect the Environment from Pesticide Risk,” and “Realize
the Value of Pesticide Availability"—and the Pesticide Registration Improvement Act fees.
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declining resources on outputs. We traced budget data provided by
agencies to data from the President’s budget when possible. We
reviewed performance data from agencies’ annual performance reports
and compared it to other data sources for consistency. We assessed the
reliability of computer-processed data sources that we reviewed by using
electronic data testing, interviewing agency officials, and reviewing
related documentation. We found the data to be sufficiently reliable for the
purpose of our report.

We interviewed officials from budget offices as well as human capital, IT,
and procurement offices within each agency about actions taken to
manage declining resources and any related effects on internal
operations. We included these three functions because they are
performed widely by agencies across the federal government. We also
interviewed officials responsible for managing selected programs
regarding any effects of declining resources and actions to manage those
declines on program implementation and performance goals.

To further address our second objective, we interviewed a purposeful,
nongeneralizable selection of two to three partner organizations and other
external stakeholder organizations for each program. These stakeholders
provided additional information on how agencies’ efforts to manage
declining discretionary spending affected program recipients and
customers. Partner organizations and stakeholders were selected based
on our past work at selected programs and input from officials within
selected programs. The stakeholder organizations were the American
Immigration Lawyers Association, the Association of Clean Water
Administrators, BASF (a private sector chemical company), the
Consumer Specialty Products Association, Farmworker Justice, the
National Association of State Workforce Agencies, the National
Association of Conservation Districts, the National Employment Law
Project, the Small and Seasonal Business Legal Center, U.S. Customs
and Border Protection, U.S. Secret Service, and the Transportation
Security Administration. We corroborated information and data provided
by program partners and stakeholder organizations when possible. We
reviewed reports and other relevant information prepared by the
stakeholder organizations when available.

We conducted this performance audit from July 2015 to December 2016
in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
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Background

the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

In 2011, Congress enacted the Budget Control Act of 2011 (BCA), which
amended the Balanced Budget and Emergency Deficit Control Act of
1985 (BBEDCA), to impose spending limits (or caps) on discretionary
spending for fiscal years 2012 through 2021. These initial caps were
intended to reduce projected spending by about $1 trillion. Because
additional legislation to reduce the deficit by at least another $1.2 trillion
through fiscal year 2021 was not enacted, additional deficit reduction
procedures were triggered under BCA. This included further annual
downward adjustments to discretionary spending caps through fiscal year
2021. Congress and the President have since amended BBEDCA to
allow for increased discretionary appropriations in certain years. Looking
forward, nominal discretionary spending under the statutory caps grows in
future years. However, the Congressional Budget Office projects that
when measured as a share of the economy, discretionary spending is
projected to be lower in 2021 than at any point in the last 50 years (see
figure 1).8

8we prepare long-term federal fiscal simulations that illustrate the potential implications of
different policy choices. Based on these simulations, spending on Social Security, health
care, and net interest are expected to absorb a growing share of GDP and revenue in the
future. This in turn can “crowd out” or put further pressure on discretionary spending (e.g.,
national defense, transportation, education) and other mandatory programs (e.g.,
veterans’ disability benefits, agriculture, student loans). For more information, see GAO,
Fiscal Outlook: Federal Fiscal Outlook (2016) (Washington, D.C.: 2016), accessed
November 7, 2016, http://www.gao.gov/fiscal_outlook/federal_fiscal_outlook/overview.
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Figure 1: Actual and Projected Discretionary Outlays as a Percentage of Gross Domestic Product, Fiscal Years 1986 to 2021
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Source: GAO analysis of Congressional Budget Office data. | GAO-17-79

Note: Projections are based on the Congressional Budget Office’s August 2016 report An Update to
the Budget and Economic Outlook: 2016 to 2026.

As we have previously reported, state and local governments continue to
face their own fiscal challenges. Our simulations of long-term fiscal trends
for state and local governments suggest that they could continue to face
gaps between revenue and spending during the next several decades
that would require substantial policy changes to address.® This suggests

9GAO, State and Local Governments’ Fiscal Outlook: December 2015 Update,
GAO-16-260SP (Washington, D.C.: Dec. 16, 2015).
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that the federal government’s fiscal challenges cannot be adequately met
over the long term by shifting spending to state and local governments.

Amount of Funding
Reductions Varied by
Agency and Program

Our analysis of federal budget data shows that the overall amount of new
discretionary resources (or budget authority) declined by roughly 12
percent from fiscal year 2010 to 2015. The amount of actual reductions or
increases in discretionary resources for individual agencies and programs
is determined through the annual appropriations process, in which
policymakers make choices between competing national priorities. The
agencies and programs we selected for review all experienced a decline
of at least 9 percent in newly appropriated discretionary resources from
fiscal year 2010 to 2015. Figure 2 compares declines at select agencies
with the changes in newly appropriated discretionary resources for large
cabinet-level departments and for the federal government overall during
this period.
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Figure 2: Percentage Change in New Discretionary Resources (Budget Authority) for Select Federal Agencies and
Departments, Fiscal Year 2010 to Fiscal Year 2015
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Budget Uncertainty Further Complicates
Management of Declining Resources

A number of factors added further complexity
to federal managers’ efforts to manage in an
environment of declining resources, including:

Sequestration. Five months into fiscal year
2013, federal agencies were required to
implement an $80.5 billion reduction to their
total spending. For more information, see
GAO-14-244.

Continuing Resolutions. Continuing
resolutions provide funding that allows
agencies to continue operations when
Congress and the President have not
completed action on the regular appropriation
acts by the beginning of the fiscal year. In
fiscal years 2010 through 2015, agencies
operated under continuing resolutions as late
as April 15, or more than 6 months into the
fiscal year. For more information, see
GAO-09-879 and GAO-13-464T.
Government Shutdown. In October 2013,
the federal government partially shut down for
16 days because of a lapse in appropriations.
For more information, see GAO-15-86.

Source: GAO analysis. | GAO-17-79

A number of other factors beyond changes in the amount of budgetary
resources can also affect agencies’ ability to manage declining resources.
This includes the enactment of laws that impose new requirements on the
agency and changes in demand for services resulting from the expansion
or contraction of the broader economy. For example, the number of new
unemployment insurance claims increases during recessionary periods.
This increases state workload, which is funded through appropriations
from ETA’s State Unemployment Insurance and Employment Service
Operations account.' The appropriation allows for additional funds to be
made available when workloads increase above those estimated in the
budget. However, according to ETA, during the 2007-2009 recession and
the slow recovery that followed, states faced challenges quickly
expanding capacity to process a record number of claims.'" In contrast,
ETA officials said that demand for foreign labor tends to increase during
periods when the economy is expanding, which affects the volume of
work at the Office of Foreign Labor Certification (OFLC). ETA reported
that OFLC’s overall application volumes were 84 percent higher in fiscal
year 2015 than in fiscal year 2010. Agency officials attributed this
increase in part to the recovering economy.

Missions of Selected ETA
and EPA Programs

Table 1 provides an overview of the missions of selected programs at
EPA and ETA. As described above, given its relatively smaller size, we
included all FLETC activities in the scope of our review, and thus it is not
shown in the following table.

0as part of the President’s budget, Labor uses a combination of national claims-related
workload projections and other factors to develop the request for Ul administrative funding
for states. Since funding is calculated in part based on claims-related workloads, the
federal funding available to states is generally sensitive to changes in total claims, with
more funding available when claims increase and less when they decrease.

"The National Bureau of Economic Research defines the economic recession as
occurring from December 2007 to June 2009. However, the temporary Emergency
Unemployment Compensation program, which provided additional federal unemployment
insurance benefits to eligible individuals who had exhausted all available benefits from
their state Ul programs, did not expire until the end of December 2013.
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|
Table 1: Overview of ETA and EPA Programs Selected for Review

Agency

Agency’s Description of Program Missions

Department of Labor

Employment and Training
Administration (ETA)

Office of Foreign Labor Certification (OFLC) Federal Administration

The Immigration and Nationality Act assigns specific responsibilities to the Secretary of Labor for
the administration of employment-based immigration programs that require a labor certification.
These statutory responsibilities include determining whether there are able, willing, and qualified
U.S. workers for a position for which certification is requested and whether there would be any
adverse effect on similarly employed U.S. workers should labor certification be granted. As a first
step, employers apply to OFLC, which has responsibility to seek a determination certifying that
employers may bring temporary non-immigrant and permanent immigrant foreign workers into the
United States to perform jobs under one of several employment visa programs.? OFLC
administers the following programs:

« Permanent labor certification program: allows employers to hire a foreign worker permanently
when there are not sufficient numbers of U.S. workers who are able, willing, qualified, and
available to perform the job.

« H-1B program: permits employers to temporarily hire foreign workers in professional or
specialty occupations (e.g., computer programmers, software developers, and educators).

« H-2A program: permits employers to temporarily hire foreign workers for the agricultural
sector.

« H-2B program: permits employers to temporarily hire foreign workers to come to the United
States and perform temporary, seasonal nonagricultural work.

Unemployment Insurance (Ul) State Administration

Ul is a federal-state partnership that is responsible for providing temporary financial assistance to
those who become unemployed through no fault of their own. This financial assistance also helps
stabilize the economy during recessions. ETA provides funding to states to administer the Ul
program in accordance with Section 302(a) of the Social Security Act and oversees states’
compliance with federal laws. These laws require states to have methods of administration that
ensure full payment of unemployment benefits when due. Benefit payments are primarily funded
through state payroll taxes.

Environmental Protection Agency
(EPA)

Office of Pesticide Programs (OPP)b

OPP regulates the manufacture and use of all pesticides (including insecticides, herbicides,
rodenticides, disinfectants, sanitizers and more) in the United States. It also establishes maximum
levels for pesticide residues in food, thereby safeguarding the nation’s food supply. In addition to
its regulatory functions, OPP is responsible for providing information and coordinating with
partners and stakeholders—such as pesticide manufacturers and consumer, health, and
environmental organizations—on issues ranging from worker protection to misuse of pesticides.

State and Tribal Assistance Grants — Categorical Grant: Nonpoint Source (Section 319
program)

EPA awards Section 319 grants to help implement state nonpoint source (NPS) pollution
management programs.® State grant recipients are required to report their progress in meeting
milestones annually to EPA. This includes the implementation of NPS control practices and
associated reductions of NPS pollutant loadings to water bodies. According to EPA, states report
that pollution from nonpoint sources—such as runoff from farms or construction sites—is the
leading remaining cause of water quality problems.

Source: GAO analysis of selected agencies’ performance reports, budget justifications, websites, and other documents and our previous reports. | GAO-17-79

aAfter successfully completing the certification process through OFLC, the employer must petition the
U.S. Citizenship and Immigration Services for a visa. If granted, the Department of State will issue an
immigrant visa number to the foreign worker for U.S. entry.
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®For the purposes of this report, we focused on those activities funded through three Environmental
Programs and Management—Pesticides budget activities— “Protect Human Health from Pesticide
Risk,” “Protect the Environment from Pesticide Risk,” and “Realize the Value of Pesticide
Availability”—and the Pesticide Registration Improvement Act fees.

°Runoff from nonpoint sources (i.e., without a single point of origin or not introduced into a receiving
stream from a specific outlet), including many farms, managed forests, and urban areas, may carry
harmful pollutants such as fertilizers, pesticides, and sediment from fields and logging roads; metals
and toxins from abandoned mines; and oils from roads and highways. Nonpoint source pollution may
also alter natural water flow patterns; water temperatures; and ecosystems in rivers, streams, lakes,
estuaries, and oceans, to the detriment of aquatic life.

Appendixes | through Il provide more detailed information on each
selected agency’s budget authority and certain performance measures.

Framework for Examining
Agencies’ Efforts to
Manage Declining
Resources

The framework that we developed in 2012 for examining agencies’ efforts
to effectively manage in an environment of declining resources outlines
the following three key themes to guide agency officials in managing
declining resources:

Top management should lead efforts to manage declining resources.
Data analytics should guide decision making.

Agencies should develop both short- and long-term, cost-cutting and
cost-avoidance strategies.

Figure 3 below provides illustrative examples of activities that address
each theme and subtheme. These themes are not mutually exclusive and
in many ways help reinforce one another. For example, robust and
reliable data analytics can inform top management'’s efforts to lead
transformations within agencies that result in cost avoidance. Further, the
examples in this framework, while not exhaustive, can help guide
agencies through budget challenges by providing strategies for leading
from the top, using data analytics to guide decisions, and reducing costs
now and in the future.
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Figure 3: Overview of Framework for Examining Agencies’ Efforts to Manage Declining Resources

Key theme Subthemes Examples of activities that address this theme
Top management should e Develop a long-term strategy for managing budget uncertainty.
lead efforts to manage Has agency management « Reexamine programs and organizational structures to determine if the current
declining resources « Reexamined core mission environment still warrants continuing certain programs and activities.
. e Taken actions to ensure the agency  ® Identify current or potential mission critical skills gaps and develop a plan to
\\ maintains capacity (e.g., skills, address them through training, hiring, retention, and other strategies.
. resources) to achieve its mission ¢ Clearly define and communicate the key principles & priorities for guiding budget reductions.
¢ Consulted with Congress and ® Engage employees, unions, and other stakeholders to inform the decision making process.
involved internal and external ® Seek congressional direction if unclear of congressional intent from budget reductions.
stakeholders ® Evaluate and implement recommendations from stakeholders (e.g., advisory

groups, Inspector General, etc.) to improve efficiency and achieve cost savings.

Data analytics should Has the agency e Collect and use data that is sufficiently granular, reliable, timely, and accessible
guide decision making o Assessed avalilability and quality of data o make informed decisions.

o Identified programs and activities e Set specific cost-savings goals and monitor progress toward reaching those goals.
that may be duplicative, overlapping, e Reach agreement with other federal agencies, state and local govemments, and the

Data or frggmented . ) nonprofit sector on how to coordinate activities to avoid duplication and overlap.
« Reviewed operations to achieve e Use a data-driven continuous process improvement approach to improve how
Decsion ' '“’° additional efficiencies , products and services are provided.
y E)otrt\]r;eglt;c;sterformance information ;e strategic goals, objectives, and performance information o inform budget decisions.
Insight
Agencies should consider e Centralize the agency's contracting decisions or use government-wide strategic
both short- and long-term Has the agency sourcing vehicles to lower prices and reduce duplication and administrative costs.
cost-cutting and cost- o Developed both short- and long-term  ® Reduce the size and cost of real property by consolidating, co-locating, and
avoidance strategies strategies disposing of properties.
* Protected key investments to avoid Use capital funds or another mechanism to support upfront investments in key
2 % longer-term costs areas such as information technology.
3 *"J:r e Considered or used shared services © EXpand the use of shared services for functions that can be shared within or among agencies
o « Implemented benchmarking practices such as finance, purchasing, payroll, and information teghnology when appropriate.
e I I I B o Established incentive structures o Identify best practices—through benchmarking studies or other means—then make
° the improvements necessary to emulate those practices.

e |nstitute an employee-input cost savings incentive program.

Source: GAO analysis. | GAO-17-79
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Selected Agencies’
Approaches Aligned
with Key Themes
from the Framework
but Additional
Opportunities Exist to
Manage Declining
Resources

Selected Agencies’
Approaches to Managing
Declining Resources
Aligned with Key Themes
from the Framework

Key Theme: Top Management
Should Lead Efforts to Manage
Declining Resources

Agencies must continue to achieve their missions with declining
resources. As outlined in our framework, to accomplish this, top
management should lead agencies’ efforts to manage declining
resources. For example, top management should take actions to ensure
the agency maintains the capacity—including the agency’s workforce and
physical capital such as infrastructure and IT—to achieve its mission. As
part of this, they could consider clearly defining and communicating the
key principles and priorities for guiding budget reductions. Top
management should also reexamine the agency’s core mission. For
example, they may want to reexamine programs and organizational
structures to determine if the current environment still warrants continuing
certain programs and activities. Top management should also consult
with Congress and involved stakeholders and take into consideration how
budget decisions align with congressional goals, constituent needs, and
industry concerns.

As shown in figure 4, top management at selected agencies led efforts to
achieve their respective missions with fewer resources in various ways at
both the agency and program level. For example, top management at
OFLC and EPA initiated comprehensive reviews of the workforce to
identify skills gaps and reshape the workforce to align with evolving
mission needs and budgetary limitations. FLETC’s Director and executive
team clearly defined key principles and priorities for guiding budget
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reductions and communicated them to agency employees and
stakeholders.

Page 15 GAO-17-79 Declining Resources



|
Figure 4: lllustrative Examples of How Top Management at Selected Agencies Led Efforts to Manage Declining Resources
Consistent with the Framework

Department of Labor

Employment and Training Administration (ETA)

ETA leadership restructured the Office of Foreign Labor Certification’s (OFLC) workforce and reengineered the Unemployment Insurance (Ul) program’s
oversight and accountability processes.

In fiscal year 2015, OFLC’s top management partnered with the Office of Personnel Management (OPM) to perform a comprehensive study of OFLC's organizational structure,
workload, and work processes to identify specific challenges—such as the stove-piped management of each program, inability to shift resources in response to case load changes,
and a lack of career progression opportunities for Immigration Program Analysts—and to identify actions and strategies for improvement. OPM found that OFLC is understaffed by
72.9 full time equivalents. OPM concluded that to meet mission requirements, additional staff and resources were needed but also noted that OFLC would not be successful without
addressing additional organizational concems. In response to the recommendations, OFLC is in the early stages of reconfiguring its organizational structure to deliver greater
service with diminished resources. ETA reported that in June 2016, OFLC implemented phase 1 of the project, placing all of its program operations under the same management
and ending the “stove-piping” of case processing for each program within 1 of 3 case processing centers.? OFLC reported that it is currently implementing phase 2 of that
reorganization project by cross-training federal and contractor staff in each of its 3 national processing centers. This will allow them to perform case-processing functions traditionally
performed by other centers. According to ETA, this will also enable OFLC to redeploy existing staff to assist with workload in the cyclical peak filing seasons for the H-1B, H-2A and
H-2B programs and use current resources more efficiently.

In 2013, ETA started reengineering Ul program’s accountability and performance measurement process for unemployment benefits with a focus on ensuring that the agency maintains
effective oversight and accountability with the reduced resources available to both ETA and states. As part of this effort, ETA changed the requirement so that states must submit a
State Quality Service Plan biennially rather than annually. According to ETA, this will allow the states to be more focused on the plan in the year it is due and will offer more time for
ETA's Regional Offices to provide technical assistance to states as they develop the plans and pursue appropriate corrective actions. ETA is also developing a new process for states
to independently assess operations for the various functional areas (e.g., intake, monetary and non-monetary determinations) and a new approach to deploy Ul staff more strategically
at the state and regional level based on skills required and states’ needs.

FEDERAL LAW ENFORCEMENT TRAINING CENTERS.

Department of Homeland Security

F L ET@ Federal Law Enforcement Training Centers (FLETC)

FLETC top management clearly defined and communicated key priorities for guiding budget reductions.
FLETC'’s Director and the executive team identified six overall priorities for the agency in fiscal year 2016 to inform budget decisions and communicated them to agency employees
and stakeholders. For example, one of the FLETC's top priorities is to “enable FLETC to make data-driven decisions.” Planned activities include unifying data sources to ensure data
integrity, standardizing registration processes to ensure consistent data, establishing governance structures and processes to identify and share business data, and expanding use
of business analytics in organizational decision making.

Environmental Protection Agency (EPA)

EPA leadership took steps to identify skills needed to continue to fulfill its mission.

In 2013, as part of its Voluntary Early Retirement Authority and Voluntary Separation Incentive Payment (VERA/VSIP) initiative, EPA leadership ordered an agency-wide workforce
planning exercise to identify skills needed to continue to fulfill its mission. VERA/VSIP created an opportunity for EPA top management to significantly reshape its workforce—including
the Office of Pesticide Programs and staff that manage Section 319 NPS pollution grants—to align with evolving mission needs and current budgetary limitations. Hiring plans
addressed program and regional offices’ need to adjust current General Schedule grade structures and supervisor to employee ratios. Hiring plans prepared by regional and program
offices also identified the 0819-Environmental Engineer occupational series as the most needed occupation for the agency to carry out its mission. It comprises approximately 18
percent of planned hires. Office level hiring plans provided program and regional offices with a strategic approach to optimize the workforce.

Source: GAO review of agency documents. | GAO-17-79
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Key Theme: Data Analytics
Should Guide Decision Making

%0FLC operates three National Processing Centers to adjudicate applications. The center in Chicago
is primarily responsible for adjudicating temporary nonimmigrant labor certification applications. The
temporary programs operated at the Chicago center include H-1B, H-2A and H-2B. The center in
Atlanta primarily adjudicates permanent immigrant labor certification applications. The third center in
Washington, D.C., processes requests for prevailing wage determinations, which are required for
applications in most OFLC programs.

As described in our framework, when deciding how to implement reduced
appropriations, data analytics should guide agency officials’ decision
making. Data analytics involves turning data into meaningful information
accessible to budget and program staff and agency leaders to help them
make informed decisions. This should include activities such as reviewing
operations to achieve additional efficiencies and assessing the availability
and quality of data. As a part of this, agencies may want to consider using
data analytics to set specific cost-savings goals and monitor progress
toward achieving those goals. Agencies should also connect performance
information to the budget. Linking strategic goals with related long-term
and annual performance goals and with the costs of specific activities that
contribute to those goals, for example, can help provide a basis for
informed tradeoff decisions. As shown in figure 5, selected agencies used
data analytics to help increase efficiency, manage workflow, or monitor
the effects of cost-avoidance efforts on their respective missions.
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Figure 5: lllustrative Examples of How Data Analytics Guided Decision Making at Selected Agencies Consistent with the
Framework

Department of Labor

Employment and Training Administration (ETA)

OFLC connected performance information to the budget to inform resource allocation decisions.

OFLC uses data analytics to help manage workflow. For example, OFLC developed a performance dashboard for each of the immigration programs. It was
designed to assist processing centers and senior leadership in tracking key program performance measures weekly, monthly, and annually. Officials stated that
data on workload measures help program managers and the Administrator track the weekly volume of work the center produces, the amount of time to process
applications, and the size of program backlogs. ETA said this allows management to allocate resources accordingly.

—T ~  Department of Homeland Security
F L E T@ Federal Law Enforcement Training Centers (FLETC)

FLETC reviewed operations to achieve additional efficiencies while maintaining quality of affected training.

FLETC reported conducting a Firearm Simulation study to validate whether converting to a lower cost virtual firing range training methodology would affect the
quality of the training. Specifically, FLETC's Firearm Division conducted research using weapons ouffitted with laser inserts and resetting triggers. The agency
then compared scores of students who were trained using laser simulators before switching to live-fire weapons and found that the differences between the
two groups were statistically insignificant. FLETC reported that it was able to realize some cost avoidance in using the E-Range.

Environmental Protection Agency (EPA)

EPA used a data-driven continuous process improvement approach to improve how services are provided.

Several EPA offices used a data-driven process improvement effort known as Lean Six Sigma to evaluate agency processes and look for opportunities to
make them more efficient and consistent across programs. For example, in 2015 Lean Six Sigma methodologies helped the Office of Pesticide Programs
(OPP) implement efficiencies related to reviewing pesticide labels, developing risk assessment groundwork, optimizing chemical team interactions, and
improving the Federal Register publication process, among others. According to EPA officials, posting time to OPP’s Pesticide Product Label System—EPA's
database of pesticide product labels which provide critical information about how to safely and legally handle and use pesticide products—was reduced from
an average of 16 days to 1 day. Streamlining the processing of Federal Register notices across three divisions resulted in shortened time to publication from
an average of 3 months to 3 weeks.

Source: GAO review of agency documents. | GAO-17-79

Key Theme: Agencies Should As described in our framework, when facing declining resources,
Develop Both Short- and Long- agencies should employ strategies that consider both short and long-term
Term, Cost-Cutting and Cost- cost cutting and cost avoidance strategies. Cost savings are a reduction
Avoidance Strategies in actual expenditures below the projected level of costs to achieve a
specific objective. Cost avoidance is an action taken in the immediate
time frame that will decrease costs in the future. Cost-cutting and cost-
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avoidance strategies should encompass both short- and long-term
solutions. Agencies may want to consider (1) instituting an employee-
input cost saving incentive program, (2) using capital funds and other
mechanisms to support upfront investments, (3) expanding the use of
shared services for functions that can be shared within or among
agencies, or (4) reducing the size and cost of real property through
consolidation.'? OMB has initiated a number of efforts to help agencies
cut and avoid costs.™

Selected agencies reported implementing a broad range of short- and
long-term strategies to cut or avoid costs. Balancing these strategies can
provide agencies with the flexibility to weigh short-term needs and make
adjustments towards achieving their long-term goals. Selected agencies
reported taking short-term actions aimed at immediate cost savings. For
example, given the limited resources available to hire additional
permanent staff to process labor certification cases, ETA reported using
temporary seasonal contract staff during peak filing periods to help
address increases in filing volume in various temporary programs.'* In
doing so, ETA reported that it saved $1 million compared to the cost of
maintaining an equivalent staffing level year-round. Selected agencies
also reported implementing a broad range of long-term strategies to avoid
costs, such as reducing their real estate footprint and strategically

2We have previously reported that effective capital programming requires long-range
planning and a disciplined decision-making process. This process is the basis for
managing a portfolio of assets to achieve performance goals and objectives with minimal
risk and lower life-cycle costs to maximize benefits to the agency’s business. See GAO,
Federal Capital: Three Entities’ Implementation of Capital Planning Principles Is Mixed,
GAO-07-274 (Washington, D.C.: Feb. 23, 2007).

BFor example, in 2005, OMB directed federal agencies to develop and implement
strategic sourcing—a process that moves away from numerous individual procurements of
good and services to a broader aggregate approach—to help control spending. A
governmentwide strategic sourcing program—known as the Federal Strategic Sourcing
Initiative (FSSI)—was also established. For related work see GAO, Federal Procurement:
Smarter Buying Initiatives Can Achieve Additional Savings, but Improved Oversight and
Accountability Needed, GAO-17-164 (Washington, D.C.: Oct. 20, 2016). As another
example, in March 2012, OMB launched an initiative, referred to as PortfolioStat, which
requires agencies to annually review their IT investments and eliminate duplication,
among other things. For additional information, see GAO, Information Technology:
Additional OMB and Agency Actions Needed to Ensure Portfolio Savings Are Realized
and Effectively Tracked, GAO-15-296 (Washington, D.C.: Apr. 16, 2015).

“OFLC reported, in 2016, that it had approximately 400 staff, relatively evenly divided
between federal employees and contractors.
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sourcing goods and services. Figure 6 provides illustrative examples of
selected agencies’ cost-cutting and cost-avoidance initiatives.

Figure 6: lllustrative Examples of Reported Cost-Cutting and Cost-Avoidance Strategies Employed at Selected Agencies
Consistent with the Framework

Department of Labor

Employment and Training Administration (ETA)

OFLC consolidated space to reduce the size and cost of real property.

OFLC reported reducing the size and cost of real property by consolidating space. This consolidation has been enabled by the increased use of telework
among the staff, particularly in Chicago and Washington, D.C., according to ETA. This reduction in footprint was partially in response to a government-wide
effort led by the Office of Management and Budget that helped address challenges we identified with real property management.? For example, OFLC reported

that, in August 2015, it reduced its physical footprint at the Chicago National Processing Center by approximately one-third through strategic investments in IT
systems and the expansion of virtual office activities. This reportedly saved approximately $245 thousand.

Department of Homeland Security

Federal Law Enforcement Training Centers (FLETC)

FLETC developed a short-term cost reduction strategy to avoid furloughs.

In fiscal year 2013, FLETC performed a comprehensive review of service contracts at all of its domestic sites to identify cost avoidance opportunities. The cost
avoidance decisions were made by developing a priority list of high-to-low risk cuts to service contracts, with input from all stakeholders, to reduce the
negative effects to the training mission. According to FLETC, reductions to service contracts actions resulted in cost avoidance of over $1 million in the final
four months of fiscal year 2013 and $7.9 million of cost avoidance for fiscal year 2014, out of $81 million in service contracts. FLETC officials said the agency
was able to avoid furloughs by reducing or eliminating nonessential services. For example, FLETC reduced contractor working hours for the IT Service Desk
Support and telephone system maintenance and onsite support, consolidated security guard services, and returned vehicles leased from the General Service

Administration at Glynco, Georgia among other things. The cost avoidance decisions continue to be carried out along with the practice of developing a priority
list of high-to-low risk cuts to service contracts, according to FLETC officials.

Environmental Protection Agency (EPA)

EPA used its own strategic sourcing initiatives for consolidating contracts and purchases.

EPA implemented new strategic sourcing approaches to achieve efficiencies and economies in its acquisition programs across the agency. For example, EPA
reported tracking and measuring savings and efficiencies from the strategic sourcing for cellular service and print management. These efforts saved $1.7
million in fiscal year 2014 and laid the ground work for additional savings through upcoming negotiations with service providers, according to agency officials.

Source: GAO review of agency documents. | GAO-17-79

®We added federal real property management to our High-Risk List in 2003. In 2012, OMB’s “Freeze
the Footprint” policy instructed agencies to keep the total square footage of their domestic office and
warehouse inventory at a baseline level. This was followed by the 2015 National Strategy for the
Efficient Use of Real Property for 2015-2020 that requires federal landholding agencies to set annual
space reduction targets. Despite recent efforts, federal real property management remains on our
High-Risk List because the government continues to retain excess and underutilized property, rely on
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leasing when ownership would be less costly, and use unreliable data for its property-related decision
making. See GAO, High-Risk Series: An Update, GAO-15-290 (Washington, D.C.: Feb. 11, 2015).

®Since 2002, we have emphasized the importance of comprehensive spend analysis for efficient
procurement. Spend analysis provides knowledge about how much is being spent for goods and
services, who the buyers are, who the suppliers are, and where the opportunities are to save money
and improve performance. For related work, see Best Practices: Taking a Strategic Approach Could
Improve DOD'’s Acquisition of Services, GAO-02-230 (Washington, D.C.: Jan. 18, 2002); Best
Practices: Improved Knowledge of DOD Service Contracts Could Reveal Significant Savings,
GAO-03-661 (Washington, D.C.: June 9, 2003); and Best Practices: Using Spend Analysis to Help
Agencies Take a More Strategic Approach to Procurement, GAO-04-870 (Washington, D.C.: Sept.
16, 2004).

Opportunities Exist for
Selected Agencies to
Further Apply the Themes
of the Framework to
Manage Declining
Resources

Opportunities Exist at Selected
Agencies for Top Management
to Take Additional Actions to
Ensure Agencies Maintain
Capacity to Achieve Their
Missions

While top management at the selected agencies have taken some steps
to manage declining resources consistent with our framework, additional
actions could address anticipated future challenges and help ensure that
agencies continue to have th