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Administrative Services 30247
Reorganization Project
General Services Administration

Dear Mr. Malaga:

Enclosed are the first of the five papers we are preparing which
outline the major GSA issues identified in the audit reports we have
issued in the past 5 years. We believe these issues, to various degrees,
] are still not completely resolved and should be considered in your study
. on how to improve the delivery of administrative services to Federal
E agencies.

Over the years, we have audited many of the various functional areas
of GSA. Our past work has frequently led us to differ with GSA officials
on the guestion of the extent GSA should attempt to influence the way other
Federal agencies operate. In general, GSA has regarded itself as a service
organization whose mission is to provide office space and furniture, auto-
mobiles, computer equipment and services, telephone service, general sup-
plies, etc., requested by customer agencies. GAO has felt that GSA could
do more, in interests of economy and efficiency, to shape the amount, type,
quality, and nature of the properties and services agencies request and the
way they are used. In a sense, this difference in views is part of a
larger philosophical argument over the degree of central discretion and
control--aimed at economy and efficiency--which a headquarters organization
such as GSA should try to exercise in those matters in which it is involved.

Our main concerns are whether GSA needs to be more assertive; whether
new policy direction, often resulting from the frequent changes in top
management, is implemented effectively and positively at the working level;
and whether GSA has adequately planned its future so as to assume a greater
role in the functions it is now performing.

The Federal Property and Administrative Services Act of 1949, while
not mentioning by name all the hundreds of tasks GSA is involved with,
did grant GSA broad powers. The congressional intent is clear, GSA is
to provide for the Government an economical and efficient administrative
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services delivery system. However, our past work has led us to believe
that GSA has not aggressively worked to achieve this objective.

- As the work to summarize the issues identified in our past reports
is completed, we will forward the data as agreed to in our October 25
meeting. If I can be of further help please call.

Sincerely yours,

ME A e

R. G. Rothwell
Deputy Director

Enclosures - 2
FSS
FPA




ENCLOSURE I

THE FEDEZLL SJPPLY SERVICE

The enactment of the Federal Property and Administrative Services

Lct of 1945 (Fublic Law 81-15Z) established the General Services Airinis-

]

traticn and transferred Lo it the Bureau of rederal Supply from the

(

Treasury Department. This centralized purchasing body later evclved into
the Federal Supply Service.

Keeping the Federal Goverrnrment supplied with materials and needed
services so agsncles can conduct their daily business is the overall
responsibility of GSA's Federal Surply Service (FSS). The Service
performs hundreds of tasks but they can generally be related to the
following major fuﬁctions:

FSS Office(s)

Function involved
-~0verall nmanagement Office of Commissioner

Socio-Economic Policy Staff
Regional Operations Coordination
Office of Executive Director

--Supply Office of Procurement
Office of Supply Distribution
Custormer Service and Support
Federal Procurement Regulations

--Stockpile Office of Property Management
--Federal Standards Standards and Quality Control
~-Disposal Personal Property Disposal

--Transpertation and
Utilities Transportation and Public Utilities

Since fiscal year 1972 GAO has issued over 60 reports dealing with

the tasks and functions performed by the FSS. We believe the following



major issues hinder the operations of the Supply Service and must be
resolved to improve the delivery of goods and services to the customer
agancies.

Life cycle costing

The FSS has a responsibility for providing procurersnt leadership to
Federal executive agencies. This, we believe, invol§es selecting procure-
ment techniques--such as life cycle costing--which vwill help the Government
procurexent community perform its job. In our May 1973 report
{B-l?SZléj,we concluded thzt ciéilian agencies coﬁld berefit from the life
cycle costing acquisition technique. However, at that time FSS had not

hag 1ot
explored the benefits of the technique,/determined the zpplication to
which it could be applied, or was even aware of the agencies which were
using the technique.

Three years later GAC found that the FSS efforts to adopt the life
cycle costing technique were lﬁrgely characterized as foundation building.
In our July 1976 report (PSAD-76-160), we found FSS still gaining knowledge
and providing training in an effort to launch a more extensive working
brogram within GSA. No effort had been made to exchange information on
the extent that 1ife cycle costing had been applied, or is applicable to
procuremsnts in other agencies. Logical agencies for cross communications
would irclude the Veterans Administration, the Federal Aviation Adminis-~
tration, the Department of Defense, and the Postal Service.

The F3S, consistent with its responsibility for providing procurement
leadership to Federal executive agencies, should assume a stronger leader-
ship role in coordinating and publicizing Gevernment-wide the procurement

techniques and applications that have become effective.
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Full cost pricing

The FSS is responsible for the firzncial managzement control over that

LalT

_part of the Gereral Supply Furnd invelving the szle of stocked inventory end

in setting the selling prices of iters TSS handles.

In our December 1974 report (PSAD—75—32$ concerning the rmznagement of
F3S programs,we raised the issue that the FSS prices for items should
reflect both the cost of the item and the indirect costs incurred by FSS
in operating the entire service. Current legislation limits FSS to essen-
tially reccvering only the cost of the item and does not include the FSS
cost of doing business.

This issue had been addressed in 1272 by the Ccrmissicn on Government
Procurement. The Commission reported that price savings accruedfrom lzrge
volume purchases. However, not considering the support costs of the
procuring agencies in the ifems'pricesdess not allow for accurate decisions
in determining the methods to be used in providing the Government goods
and services.

GSA reperted to GAD thét it did propose lecislation which would hzve
put the FSS on the ipdustriél fﬁnding concept. This would require FSS tc
recover all costs and would allow GSA to identify items or classes of itexs
which can be econcrmically provided throuzh a centrél prurchasing and dis-
tribution system. It would also permit FSS to determipe ween GSA should
be the mandatory supply source and when lower econcrilc costs cculd be

achieved by erabling agencies to buy directly from the open market.

The legislative proposal was not aprrovad by thre Congress in 1975.



Ve believe this is an important issue if we are truly concerrne? about
costs. FSS studies have indicated that the depot program hés resurted in
price savings of 39 percent and for the supply scheduled prégra:,Ié rer-
cent price savings; However, és the Procure-ent Commission fourZ, <he
cost of the acquisition process is often well over 50 percent of the pur-
chase price of the product procured.

National supply systen

In February 197€ (LCD-75-232), we reported on the status arnd prcgress

«tr

toward implementing a national supply system. Essentially, we fouri that
duplicate manzgzement of supply items still exists in the Governrent In

spite of GSA znd DOD's efferts over the past 25 years to elimirate It throug
negotiations and written agreements. At the time of this report, we esti-
mated potential savings of $20.8 million could be realized if supply ranzge-

ment functions could be consolidated. These savings were calculzted using

consolidated benefit factors developed by the LogisticsManagement Irstitute.

--COne-tirme reductions in inventory $13.8 million
--recurring savings in procurement costs 1.0
--recurring inventcry holding costs 6.0

For cataloging purposes,all items used by the Government can be listed
in the approximate 531 Federal Supply Classes making up the catzlog. The
division of these classes of items for management purposes durins tre

early 1970's is approximate as follows:



Nuxinmh Gr CLASSES RelARKS ON MANAGEMENT

€8 hssigned te FSS for ranagzment ard io
support all =agencies.

25 hssignad to the Defense Logistics Agency
y (DLA) for management and to support all agencies.
142 Assigned to DLA, however, support providad
only to DOD.
83 Applicable to naticnal supply concepi but

not yet asszigned to CGSA or DLA.
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Applicable to national supply concernt

28 fpplicable to DOD wezpons systers and
managed by D3OD.

561  Total Federzl Supply Classes.
Within these classes, the Federal catalog as of June 1977 contained data
on about 5.4 million items and that was the approximate number of items in the
system since zbout 1970. Wwe found in 1975 that GSA was reccrded as the
manager oﬁ about 83,000 of these items. Also on 33,500 of these itexs, or

on about 40 percent, we found an average of about three agencies irdicatin

OQ

they were manzging the items. Ue believe these zre the conflicts that re=d

to be resolved.

ament conflicts, eapproximately 1R
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percent cr 5,852 items showad duzl mznz zement betwesn GS. end DOD. Bsczuse

of the im p"=c

cf

irg data 2t the nultitude o civil sgzen-
cies, we restricted cur exaninziion of management corflicts to these exist-
ing bestween GSA& and DCD. VUe telieve that the extent of these conflicts and
their effect on the costs of doirg bu51ness this way in these two orgznica-
tions clearly demenstrates the nesd to achieve the cconcept of integrated

management ‘of the supply functions; that is, "only one manager for any one

item."®
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Qur analysis of é statistically sclected sample of the DOD iterms
showed that zbout S84 percent of them were truly conflicts of managerent.
The other 6 percent were coded erroneoﬁsly és being dual manzged. The infor-
matien shown is a projection of stétistical data developed on the sarple
items.

Tre following table shows the overzll statistics as well as the total
procurerert ard inﬁentories on the duél«manéged items for fisczl year 1973.

Percent of

items
No. of dual Total Ending
items managed procurements inventery
(mj]lions) (millicns)
68 classes
assigned to GSA 772 93.4 $1.8 ¢ 1.
Other classes °5,086 94.2 126.4 54.5
Total 5,858 $128.2 $ 55.6

&in updated computer printout dated April 14, 1975, showed thzt
the number of conflicts in these classes is now 4,531,

Our work leads us to believe that the dual-managed items have a high

usage.

Although GSA and DOD have agreed to the assignment of ranagemsnt
responsibility for 68 supply classes to GSA, some of the iters in these
classes are being managed by moré thén one activity. Hcwever, this dup-
lication does not appear to be extensive with DOD. Oniy about 1 percent
of the 69,670 items assigned to GSA in the 68 clésses showed conflictinz
management. There wés no ménagement duplication by DLA on these classes.

In all instances the conflicting managers were the military services as

shown in the table below.

[



Puzl-managed iterms
Corllicting manazers Total fciive Other

Lir Porce/GSA £&60 331 229
. Rawy /GSA 118 76 . 42
Marine Corps/GSA 25 17 8
Byry /CSA 16 8 8

RED 557

[t g——

The military departrients and CGSA annually procure about $1.1 million

and $.67 isillion, respectively, of the &b

—

$
Y

'
v

d

o

1al-managed items. At June 3

1973, the military had invertceries of

ot

an estimated inventory of 3295,000 of the same items.

Dual rmaregorent of sipply itams is greztest in the classes of iters

not assigned to FSS for mznmazerent, tut de have potentizl for national
supply system concent maznizoment.  izzin, we lecked only at the dual FSE-

DOD manzged iters. The following table shows the extent of duplication
in these classss and related procurenmznts and inventories at the time of

our 1976 repgort.

Conflicting g;ocugc:cnfs Irverntories
panreeta Cther D> GSA Lo S3A
{cillicrs) {rillions}
DSA/GED, 4,221 3,220 1,601 §117.4 $12.0 536,13 $ 5.2
ATy /oI 20§ 352 54 7.4 15.8 5.3 5.k
Air Force/l3A 13 54 54 -0~ -0~ -0= -0~
Hariza Corps/CSA 27 27 0w -Q- -1 =0 -0~
Bawy/S3h 27 27 ~i~ ~0= -0~ .1 =0~
§,783 3853 1,109 $14a.9 $25.3 $11.2 $11.0
| we belisvs tue effecis of duplicale managenent are as follows:
eTve wilitapy gervizes raintzin nore inventory of supposaZly

a2vgies are seexing replenishment of supply item stocks
whicr azre concurrsrtly being excessed by another Govern-

mert manager.

hese items worth $882,7€56 and G34& his
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—-fezrcies comncte for preduction of the sole manufacturer
cf =suzply items.

--Replznishrent stocks are purcnassd from middlemen
instsod of tro ranulzcivrer

A . T e

Fal

. 2o 3 - h
payins éiffarzot prices for the same supply

zzing, packing, and zmzrxing requirements are different.

hereas studies are periodically conducted to attempt to resolve
the above problems, dual management of supply items still exists. Nelther
DOD nor GSA have taken aggressive action to resolve the problens.

DOD feels that the objective of a national supply system can best te
attained through integrated manzgement by DCD. This is becauss it fails
to see benefits or economies accruing through assignment of additional
supply classes to GSA for integrated managementtwhen the majority of
demands, estimated at about 80 percent, of those items will be us;d by
DOD activities. To resolve the question of these dual-managed items, ITD
suggested that the management of these items should be based

on the specific nature of the items {common, commercial, or otherwise),
degree of military essentiality, avallability of items to the military in

the event of mobilization, and predominance of use by either DOD activities

or by civil agencies. DOD still desires tc reach agreement on developing

procedures for transferring managenment capabilities, facilities, and resources

of FSS to DOD in the event of a future national emergency.
The incentive to further develop a national supply system rests more
with GSA than with DOD. GSA feels that its responsibility for managing

common, commercial-type supply items, as provided under Section 201 of the



Federal Property and Administrative Services Act of 1949, extends to all
Federal activities including DOD.
. the Defense Logistics Agency (DLA)

GAO maintains that (1) / should assume management of the five
commodity groups previcusly zgresed to by GSA, (2) the militéfy services
should ménage éll weapons~related Federal supply items, and (3) GSA should
manage all other supply items used by tha Federal Government. Moreover,
GSA's position cn CDOD's exempticn from the provision of Section 20l(a) of
the Federal Property and Administrative Services Act of 1949 is that the
exemption is not a continuous one. This section provides that the
Secretary of Defense-may froz time to time exempt DOD from action taken
by the Administrater cf GSA whenever he determines such
exemption to be in the best interests of'national security.

Llthough GSA telieves that the supply management agreements between

itself and DOD have served as a framework for launching a national supply

system, it does not agree with some of the basic supply management provisions

of the 1971 azreément. GSA noted that with respect to exceptions to
primary class assignments, no clear cut criteria had been developed co outline
the difference between rilitary oriented and common-use, commercial-

type items in Federal supply classes designated by DOD for integrated rianage-
the Logistics Agency.

ment, hv [ Irrespective of class assignments, the common commercial nature

of these items dictates management by GSA. GSA has proposed that a review

be immediately undertaken to restructure the 1971 agreement to accommodate

mutual concerns and objectives.
February  (LCD-75-232)

In our/1976 report/we concluded that if the economies in supply manage-

ment were to be realized, direction should be provided by some authority not

subject to the parochial interests of the agencies involved. We turned to



the Office of Federal Procﬁrement Policy (OFPP} in OMB as the authority
which could further the national supply system concept. OFPP wes asned
to further define the concept, éssign the responsibilities for its
implementation, and establish goals for the accomplishment of the
implementation,

This whole nationél supply system concept supports our observation
that the FSS has not aggressi&ely carried out the congressional internt of
having the FSS provide the Governrment an econcmical and efficient sysien
for procurement and supply of needed materisls. Only when Congress frzs
stepped in and specifically directed that an action be taken hazve tke
executive agencies made any progress in achieving the 1949 intent cf
Congress, and even this progress has been slow.

Determining supply nseds of agencies

e Xl

The FSS is alsc to act as the liaison with Federal agencies to resolve
supply problems and evaluate the customer's needs. These observations and

data are to be used in improving the FSS' ability to provide an effective

T i

supply requirements. We recommended that FSS ottain more and better infor-
mation on identifying needs and buying habits of its customer agencies, s¢
it could operate a more effective and economical supply system.

| However, we found in our July 1976 report (PSAu-/6-160) on life cycle

cost that FSS efforts to obtain data on the procurement practices

Ip



of its customer agencies have not been successful. Continued lack of such
informatiion could inhibit FSS's efforts to identify prodﬁcts where life
cycle costing could be ef?ectiﬁc*y applied znd to acsure thét customer
agencies are takirg advantége of 1life cycle techniques in their procure-
ments cn the cpen market.

FSS indicated it was planning changes to its management system which
provide procurement data by specific agency and commodity group. However,

this is not expected for at least 2 years.

3

ris issue, we believe, again deronstrates the lack of aggressiveness
on the part of FSS to adequately assess the supply and service needs of
Federzl agencles and reach a decision on how the supply tasks can best be

dene.

Item entry, cataloging, and
ns

ltem deletion actl

v
M

Tre FSS has a major role in the Government's standardization and

catalcring activities which can be catgorized as:

--1tem ertry controls, used to limit the number of items
entering the catalog and supply systeums,

~-~The Federal catalog system, in which data on items used
by Federal agencies and on related standardization decisions
is recorded.

--Jtem deletion progféms, vhich try to eliminate from the

logistics systems items no longer needed,

Since 1973, we have issued four reports concerning the GSA and DOD

joint responsibility for conducting the above tasks. Progress has



soms.

icentify prceblems within the FSS wrerez lack of ranagetents  zgoressive
aggressiveness
in dealing with th issues hzs hincdered getiing improvements made in a

timely mznuer to make these rnore elfe )

In our YNoverber 1975 report (LCD-75-220) we explaired that new and
unnecessary itecms have cntered the Federal supply system because iten entry
controls are not entirely effective., About 250,000 new items are entered
in the Goverrment's supply catale; each year principally by the Department

~

of Defense and the General Services Acdministration. Entry controls are

.e

o

often ineffcctive because they

ecisions that are

u
{

--are not influencing the rzrts selection

rade vhen new equipnent

[
in
o
o
e
]

o
Y

esignezd for Government use
~are not applied to all itecs,

-~-are often slow in reachin; decisions, and

--are nect zlveys coordinztel zmong Federal agencies,

Most entry controls are reviews of new parts just before cztaloging,
vhich can cztermine if the exact =zz27e iten is already cataloged. Hovever,
if a new part is functwonall identical but physically cdissimilar to parts
in the catelog, it is difficul: to reject cataloging the new part if it has
already been built into a piece of equipment,

To be effcctive, an entry conirtol system must start at the earliest
possibtle stage-~that is, with th: contractor designing new equipmeznt, However,
the General Services Administrazticn and the Department of Defense have made
little effort to help designers locate and select preferred (standard)

items from the Federal catalog, the best available source of data., Each



unnecessary item cataloged adds to the cost of cperating the Government

-~

& few hundred dollars to over $30,000 annually

supply system from
The Departments of Defense , Transportation,and the General Services
agreed with our reco—rendations rmade in 1975 that

" Administratiom ,

they should:
igners may best

--work with industry in determining how des
in the Government's supply systen )

in

learn of items already
that cen be adapted Lo new equiprent,

~-~develop advisory services to help industry

select parts from all classes of items experie: z

. . growth rate, and
-- establish 2 uniform entry control systen for each class
of catalog items and require all age:

items for czataloging through these ce B

|
svsteus.
our June 1973

The impzct of inadecua
e
/VAre an estimated 200,030 duplicate

- Teport (B-146773) wWhEre reported that

i
iters that had boen catalozed under rore ‘than 6ne Faderal stock number.
addition, v¢ believe there were prchebly another 100,030 duplicate items

in
| ‘
which ¥3Uid be identified and eliminated if addizicnal dats was obtained
. Defense Logistics Agency
; e item., The/r=zs indicalel that they have

hich would adequately explain the ites

taken action to eliminate about 175,000 of the abowve items.



In this June 1973 1eport, we also noted that most civil and DOD
agencies were operating throuzh the Federal catelog systen., However, the
1949 Prorerty Act doecs allow GSA to exempt civil zgencies. " Some ™ agencics
ﬁave withdrawn from the catzlog program, They ave the Bureau of Reclawation,
éovernment Printing Office and the Department c¢f Azriculture, which had a
total of about 120,000 items in their supply systems, In addition, various
agencies do not fully participate in cataloging &ll the items they use.

Gver 60,000 items in these“agencies supply systems were recorded under local
numbering systems rather than using the Federal systen.

Cocplete perticipation in the Federal catalcg systex is necessar} to
fully achieve benefits of the program., However, GAO believes GSA has not
fﬁlly asserted its authority in the catalog program to accomplish the goal
of one supply catalog. GSA claimed it was unable to enforce the rules eond
regulétions governing cataloging.

We .scanned the items independently purchased znd recorded in the local
anumbering systems of agencies and found many were cormon commercial items
such as switches, screws and springs. We believe these items should be
handled through the Federal catalog progrer,

The problens which must be addressad are the nsel to:
--elipinate the last remazining independent cataloging
systemslﬁhich are assigning agency stock numbers to
itens pather thzn usirzs the central syster, and
--devise a method vhereby small agencies can pariicipate
in the central cetcloging system which will not irpose
a financial burden on them which s thewreason

given for not participatirg in the central Feleral systen.

- D)
e
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To reduce the yarieties zrnd cizes of civilar iters clready in the

Federzl cztalcs and <upply systers is z Jjoint resporcsibility to be direcizi

ty FSS and 0. The Selerse Cabzloging and Standardizzation BAct of 1052

oINS N Y T ovans T e P T SRR A 5 $ Y 3
(Buvlic Law £2~430) enphacized trne rnezd Ior controlling the entry of items
- - - - - - + - - P

irnto the Coverrnent's su1oly 73t

s end expllcitly cal:ied for prograns

tc roduce thne nurbar of sizes zand xirds of items in the systen. The acht’

b
N

boih FSS and D22 through
--material ranagzrs' decisicors to elirninzte itenms,

Wl el

--cataloz data irorovemsnt zctions which can start the

particizzte with DID, ard
~-the Item Fsduction Programs operated by both FSS ard
DOD activities.
We reviewsed the operations of the FSS and DID iten

reduction progrems and issued a recort {n Uctober 1974 (B-146778).

trough the programs have existed for a number of years, the number of
iters in the Federal supply systens has rémainod relatively constant.

Annually, DOD and GS& spzend sbout $42 million on various projects aimed
at standardizing items. Part of this nonsy is for item reduction studies.
These studies, howeQer, were not helpinz to reduce the logistics worklozad
because DOD énd FSS did not follow thrcugh and actually eliminate from the

supply and 6ataloging systems rany items identified as no longer neecded.

5



Congress had been inforred yearly of various iten reduction accomplish-

rents. lowever, upon examinétion, we feurd rany of thece =zme iltems wersa
still active in the sunply systers years after they hzd been classified
as ncopreferred,

Bzcause FE5 ard DD héve s2iit restonsitility for p:rfo;ming the item-
reduciion functicrn,we found they have nct édequetely coerdinated their
Toris. Verbzl agrecierts and uritien policies existed
interrretztions wsre applied resultiﬁg in uncertainty cf reles, resgon-

sibilities and methods of ozerations, The results ot T3S were:

--Problems in planning stulies

[

--Uncertaintiles about reoccerding standardization cecisions
in the Federal catalog.

w-Purchases for norpreferred itens cortiirued rather Lhan prooptly
phasing the items out of uss.

--Program guidelines on how to crganize and conduct reduction
studies were inccmplete.

--Managenant assignad the study werxk on low priority.

--Inadequate ccrtrol of studies perférmed‘resuited in lost
studies or untimely response to SbUdleS.

~--}o follow-up prccedures existed to itsure inplemrentaticn
of item réduction decisiocns.

--F'SS was not assisting other civil agencies to assure that

their participation in the prcgram was adeguately

rerformed, and



—eJn-kznd inventories of nonpersonal items were not being utilized

sre the nzw preferred replacement item was

reducticn stulles in 3% felereal upp]y classes c:ontairing 122,000 itere, is
not deternining which of the items are unnecssszry. Using the past
experience ¢f 10D in [irndirg urnacessary iterzs, FSS potentially would
eliminafe 3 percent of the itzms studied. Using consiructive cost savings

s, supply manzrenent znd warchousing, about $6 million a yeer

As a result of our 14 recommendations to improve these programs, FSS
and DOD did maxe an effort to improve the program. GSA, however, has again
as it frequently does,indicated that it lacked sufficient people and re-
sources to fully implement all our recommendations immediztely.

In 1976-1977, we again reviewsd selected espects of tre ©SS supply
management, and item reduction functions. The results of this inquiry are
in our report of July 1977 (LCD-76-459).

The prozress we noted was that the joint DOD/GSA steering committee
did revise ths Dz fe“se Su“n,a“d'"atwon Manual to clarify the item
reduction prozram responsibilities with PSS by clearly aszigning GSA
tre job to study the ifems in the £3 Federzl supply c]asses in which F8S
lors ¢n item recduc-

oz 21 e SE o ~psl
SS 2l20 Craivel regu.a

is to be the sinsie mana;:r.

ign projrav, fefining its purpose znd how to implement the progrem and

w28 coordinating the draft rules with civil agzenciles. FSS also establishzsd

2 group -0 ccordinate DOD itam-relucticn studies with civil agencies and



to menitor and control studies wiich will be inplermentced at a later dale
trz items in the FSS's 69 Federal supply classes.

G34 indicated that its slow orogress in achieving the above steps can be

£
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atrributed to & lack of rasolrces o conduct iterm-rzducticon stwiicss,
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xist a2t ¥SS which nzed

to bz corrzctsd in order to zrovile an orlevlv, effective supply opera-

--F3S contirues to huy anl stocx itsns cdeclared vorpreferred.
the Defense Logistics Agency
--FSS was stocking itsms for wilch [/ was the ranaser.

--Item manzrenent records at 38 did not record the proper

standariization ceodes ard acguisition advice ccdes for
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--honpreferre ing declared as excess

rather than issued azs substitutes

fr
b

or standard items.
It is our observation that after 24 years (1652-1977) the FSS item
reduction pregran is still in its Infency and managersnt offers little
. hope of correcting the identified problems in the near futﬁre.

In ecach of cur cataloging znd standardization reports, the message

seens quite clear. The FSS was given by law the respornsibility to develop, -

3

e

5t

, in coo

"

tion with DOD, & Governtent-wide program, However, exceptions
.granted by G3SA aud the inadecurete coorcdination and cooperation with DOD

.activities is-having an adverse impact on the progkam'sveffectiVEHESS.
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Beconditic
pricor to sz

The FSS has a responsibility to sell Goverrnment motor vehicles no
longer needed by Federal agencies. In December 1374 (B-182649) we reported
that G3A-~owned and operated vehicles are reconditiorned {at cost of $£30-2353)

[)

prior to szlz, in an effort to nmake them more arpezling to prospective
buyers. This work is done either by FSS motor pccls or under contrzct by
local commercial establishments. Sales data indicated that the program
was successful and increased the value of the vehicles by an averacs of
$300 per vehnicle.

By contrast FSS e2lso received surplus vehicles Trom other civil
agenc;gs. FSS dispesed of these vehicles withcout mzxing an effort tc
improve their appearance and therefore was not receiving the increased
sales proceeds it was receiving on its own vehicles. GSA indicated it did
not have aveilzble funis to recorditicn other zzsncy vehicles. FSS ipdi-
cated it did unsuccessfully try to persuade thess azgsrncies to improve the
appearance of their surplus vehicles prior to their delivery to FSS.
However, with the sales receipts going directly to the Treasury, the
agencies lack incentive to spend their funds on reconditioning vehicles
they are losing.

We believe the ulﬁimate responsibility to rzximize the dollar return
from surplus property sales is with FSS and irproverents in this pregran

should be made.

Motor pool consclidations

Prior to 1954, many Government agencies manzged motor vehicle fleets
and operated independent mctor pools within a shert distance of each other.

The Congress expressed its concern about the increase of agency vehicle



fleets and motor pools and made GSA responsible for developing a centra-

lized management program for the Government's vehicle cperations with the
83-766

enactment 0f Public Law / and Executive Crler 10575 in 1954.

Although GSL nzs estzriishned 102 interagzency rotor pocls since Fublic

. P PR - L A &+ ~ IS P bl -
Law [ was erzc¢teld, many ersncisd continue to cperate vehicla flests
L ~ - - -~ - < - - 2 o~y m - - Py -~ s
thot should te consllicdatel Into the intsregency ool systen,  Sincs 1%
Sr - .- - . e - - SR i o~ " s e + 2 o
GSE hes initiz-ss only 2 few siiudles (0 snpicre the feasibility of

only thres noy oocls.

GS& reviewed 22 of tre motor pcals currently ranzsed end operziad
by egencias znl fooni that & could eczsily be merged into existing CGE-
operzted pesls.  fnrnuzl szvings resulilng fren such comsciidation wivld

be approximately $743,000. Agencies, however, are contiruirz to inde-
peﬂ‘e“,ly crerzts Thelr moicr Tozls Iscgzise:
~-~G3h is corcuciling Tewzr studiss to deterrins the
possipility o8 estzilishing irserzzenzy rotor pecls

Turlic Law 83-766 useless.

~~G8A rzs not tzxen effective acticn or forced agencies

OpPposirg mItor £o0l censcliZfztion to formally justif

3 PO S - PR N - Fa) s
their pociticn and regusst exsmpilon froo 0038,



As a resﬁlt of the éone problems addressed in our 1977 draft report,
LCD-T77-215, many agencies todéy conitinue to operate their wvehicle fleets
under deferrals and exerptions grénted years ago. In féct,_records indicate
thét 56 conditional deferrals end exemptions are still in effect and many
were granted 10 to 15 years ago.

It is clearly spelled out in 40 U.S.C. 491(b), 491(c), Sections
211(b} and 211{c), that FSS hzs the responsibility for consolidating,
taking over, acguiring, or arranging for the operation of motcr vehicles
by the executive agencies for the purpose of establishing, maintaining,
and operating interagency motor vehicle pools. FSS, however, has not
exercised its authority over the executive agencies nor has it Sforrzlly
submnitted to C¥= for final consiéeration, its recommendaticrs and tre
opposing agencies' objections to motor pool consolidations.

Rental car errenzements

GAO estira®es that the Federal Government spends yearly about $9
million for rental cars. About $7.4 million of the total is incurred
under what is termed the "informal arrangement." The informal arrange-
ment 1s when a car is rented on a short-term basis at airports and other
locations by firms not under GSA contract. Civilian employees and mili-
tary personnel of Governuent agencles, employees of Govern:ent agenciles,
employees of Government contractors and subcontractors, ani the Government
traveler uses such cars and obtzin about a 20 percent discount rate.

As far back as April 1967,  GAO had issued a report (B-160781) to
GSA which stated that rental rates obtained under the GSA contracts were

substantially lower than the rental rates obtained under the informal r

2
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arrangements. It appeared thzt the meore favorable rates wers cilzined under

the GSA contracts primarily because the contracts were awarded through
formal advertising. It was estimated that Governrent-wide savings of as

much as $350,000 annually could be realized if cars being renied ty the

Apr11 ]967
In response to our/reporti GSA issued a "Travelers' Fochel Guide”

which provided travelers with an alphebetical list of Stzatzs, clities,
contractors, contract numbers, telephone numbers, and tyces ¢ vehicles
available where GSA had commercial car rental services. Tris zuicde stated

to obtain cars when interagency motor pool cars are not zvailzsile or when
it is otherwise cetermined to be more economical to the Gowverrnmant to use
commercial cars.

GSA would like a Governrment-wide policy maxking the uss &£ Its car
rental contracts mandatory. However, tefore doing this 17 zzsnczies were
asked for their views on this matter and the replies indicztsZ thzt many
agencies were unwilling to agree to the mandatory use of GSi contracts
for various reasons, including inconvenience, unsatisfactery ccontractors,
and absence of contracts in some geographical areas.

In view of the agencies' responses, GSA set up an interzg:sncy task

force that would work to improve GSA's contracts after which CGS: would

again seek to interest the agencies in the mandatory use concegt.
In® August 1971 (B-160781) we again reviewed the car rental program

and found that the same problem existed. In 1977 the

3
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prcblem has nct been resolved. We believe, és we recommended in 1971,
that the task fcrce should consider ways of getting the lérge car rental
firms interested in obtéining more GSA contracts. Their baqticipation
should help to minimize inconvenience and the other problerms irdicated
by the agencies' replies to GSA.

Costly ceormer
agzncy venicl

been
For the past several vears G3A has not/provided funds needed to

purchase vehiecles to meet zzency reguirements. As a result, agencies
have either engaged in costly cormercial leasing or obtained funds
froa the Congress to purchase vehicles. In fiscal year 1976, GSA

estimated it turnad down agency reguests for about 9,000 vehicles.

£

GSA recently initiated 2 rrezrzz to centrally lease 8,000 vehicles
which it will sublezse to a2gencies. GSA estimates that cver a 3-year
period its centrzlized leasiﬁg practice will cost about $16 wmillion
less than if agencies leased the vehicles on an individuzl basis. But,
if GSA procured the 8,000 vehicles and furnished them to agencies it
would save an additional $5.5 rnillion over the same period.

Although GSA officials are zware of the increased costs that
result when agencies lea§e or purchase vehicles to meet their needs,

they have not fully informed the Congress of this situation ez

requested funds needed to purchase additional vehicles.



As showm in our 1977 report, (LCD-77-215) GSA has (1) not replaced
vehicles in the interazency rotor pool system that have exceeced the
6~yeér or 60,000 mile criteria,éni {2) rot provided agencies with addi-
tional vehicles to meet their requirerments for new and ex;én@ing programs.

As we reperted in March 1376, (3-114807) GSA experienced & cash sicr-

n

tége in the Gensral Supply Furi and did not have cash avalliadle to rerlace
vehicles needed during calendar years 1575-1977. Moreover, in renting
vehicles to Governz=snt agencies, GSA is allowed to charge rates which
recovers only the original acquisition cost of a vehicle plus operating
expenses. Inflation has increased GSA's need for funds to replace overage
pocl vehicles uvnder GSA's 6-yaar or 60,000 nile criteria. TFor exazple,
the cost o0f a sedan incressed froz about 51,700 in 1969, to about $3,000
in 1976.

In recent vears zdditicnzl funds nave not been mzde zvailable

to cover the price inzrease czused by inflation resulting in G34

”

continuing to have 2 large number of ovarage vehicles. Although, GSA
has allocated $66.8 million froz the Generel Supply Fund to purchase
about 15,000 replzcamaent vehicles in fisczl vear 1977, about 27,000

.

vehicles will still be overage.

Public utility rate mancgerment

The receral Government szsnds at least 31.5

o

illion ernnuzlly on
electricity, gzs, fuel oil, cozl, water, and sewsze disposzl znd on
operating ani mzintaining Govsrrrment-owuned plants and distribution

systems. A izrge part of this azmount--ztout 40 percent--is fcr energy

. [N

~consumed in operating buildir-s and other facilities., The us:s and cost

e



of utilities is rising each y2zr and is expected %o continue rising as

more demand is placed on cur dwindling erergy rescurces.

GSA prescribes policies and procedures for Goverrment agencles to
follow to econcmiczlly precure and use public ubtilily ssrvices. It has
areawide costracts with verious utility com iriividual agencies
to use. These coniracts do rct provide savings in utility costs through
reduced rates, but they do reduce the administrative work that would te
involved if ezach luSoallaE‘"i rwade separate contracts. Utility companies

usually have several utilityv ratss available to its customers, but the

customer is normally respcnsitle for se

=

ecting the lowsse a;plicable

rate to fit their particular n=eds. It is 1rDortanu, tﬁere-ore, that

Federal acencies have full knowledge of the available rates and periodi-

célly assure themselves that the szlected rétes are tre most févorable
ones.

In Septerber 1974-.(8'-‘178205) we reported  that FS3 nas a limited
staff that is responsible for reviewing the utility retes charged Federal
agencies. In June 1972, GSA had only ore person assigned to do the job.

the September
GSA stated in / 1974 report that at the current level, it would take 5
years to complete a review of utility rates for all Federal activities.
GAC believes a review every 5 years is not freguent enoush, considering
the pace at which utilities have been restruéturing their rates.

Along with the lack of personnel, there is also & lzck of expertise

in procuring and managing utilities. The area is corplicated and difficult

and requires considerable education, training, and experience. There appears
to be a shortage of qualified personnel in the private sector, and the

Government apparently has not been very successful in attracting the number

2f



of qualified personnel it needs.
personnel in respcnsible positicnus,

inadequate.

Too little training is given to utilities

and the training given is frequently

48



ENCLOSURE II

THE rrocRAL PREPAREDNESS AGENCY

In June 1673 the Office of Preparedrecss, then located in the Executive
Cffice of the President, wasltransferred te GS4 arnd renamed the Federal
Preparedness Agency (FPA). Tre FPA develops policies and directs programs
throughcut the federal Govern:enﬁ relating to:

--civil defense,

--continuity of civil government,

-~--resource planning and znalysis, and

--strategic magerials stockpile planning.

The basis for performing these functions sters from the National
Security Act of 1947 and about six different Presidential Executive Orders
which since 19850 have reorganized, expanded and ultimately transferred the
functions to GSA.

In the past 5 years G20 has issued seven reports dealing with the
Preparedress fzency's functions. Stockpile issues were covered in six of
these reports and the seventh report covered civil defense matters.

In our March 1975 report (LCD-T4-440) on the stockpile, we recommended
that in view of the national resource outlook it appeared that material
shortages were possible ‘and that the stockpile objsctives should be eval-
uated to preclude problems. The Government did rezvaluate the assumptions
and recomputed the material needs as of October 1976.

Our current examination of the stockpile operation, letter report dated

September 9, 1977, (B-125067) thus far has revealed the following matters

that neasd to be resolved to insure an effective operation of this program.



We also believe that each of these issues demonstrates thet GSA is not
operating as effectively as it should be &nd has not made many of the

difficult decisions it is charged with coinz.
] =

ances, disposal ¢f resied coomodities Is being

wation of changing stockpile goals, long-term cispossal con-
tracts, and the Preparedness £fzsrcy's desire nct to czuse
supply disruptions or economic probiems for buyers of the
once excess nmaterials which zre ncw needed to reet the new
stock objectives.

--Currently there is also a practice cf offsettirng shortagses of
some forms of materials with excesses of others which are of
a2 lower grede and need refining or cther processing. However,
the FPA is aware the additional preocessing capzcity would not
be available during wartime since the assumptions used in
setting goals already cell for full use of all decmestic capa-
city. Five materials are involveZ in this situztion.

-~-It is also an FPA practice to loan rmaterials to Governrrent
agencies and contractors. The berrowing actiQity is respon-~
sible for replacing the material cn demand. Freguertly these
agreements have been extended several times and we question
the practice and doubt if the material could be replaced in

a timely manner during a national ersrgency.



-=%2 have also found thet zlizrnatives to stockpilingz have not
been evaluated. For exarple, rather than increasing our
stockpiled materials, FPA should also: (1) consider membership

in comonly held stoc<piles of an international organization;

{2) increzse the leval o 7LD of rzterials to make them last

3

longer and perfcrm batrer; or (3) encourage substitution in the
design stage of abundent mzerials for relatively scarce materials.

--Past Government acquisition and disposal actions have caused many

people to concludie that Zor sorme time the U,S. has operated an
economic stockpile that Sows to industry pressures to release
stocks in times of tight surply and, a2t other times, threatbns
releases to bring dcwn raw material prices. We believe the pur-
poses of the stockpile nsed to be more explicit. Legislation
should be introduced explicitly stating the purposss of the
stockpile and ccnditions unier which disposal zctions can be
made.

The Preparedness 2z=ncy is resconsible for advising the President on
planping and coordinating the total ¢ivil preparedness program. However,
FPA has not adequately carried out this function. For example, there are
various conflicting views regarcing the effects of nuclear attack and
industrial and agricultural survivability that have not been fully explored
and debated. As a result, the U.S. has no ccmprehensive or clearly defined
policy on how to achieve civil defenss.

The Federal Preparedness igency is also responsible for developing
plans for the continuation of chérnment cperations to assure the Nation's

recovery in time of a disaster. However, we found the Federal program to



provide Federal Regional Centers essential to house Govarrrment leaders and
comnunications equipment was not adeguately develeped to perform the task.
At the State and local level the Government; were not fully committed to
emergency planning and nuclear attack plannirg. Therefore, many of the
plans reviewed were inadeguzte. Most plans were very gznerzl, were out-
dated, were nct tailored to their corrmunities, and did rot consider all the
necessary elements of a good plan., Essentially, we telleve the FPA needs
to do a better job in coordinating Federal planning azencies and needs to
implement the Federal plans because thav represent the corresrstones upon
which the State and local plans can be built., We believe cur report on
these matters (LCD-76-464, dated August 8, 1977} is arother example of
where the GSA has not fully exercised its authority ari reszconsibility to

provide a vital service to the Nation.
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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

LOGISTICS AND COMMUNICATIONS
DIVISION

N . ' : N E' Y ‘ 1377

Mr. Joseph Malaga
Executive Director
Administrative Services

Reorganization Project
General Services Administration
Dear Mr. Malaga:

Enclosed are two more papers--NARS and PBS--of the five we are

preparing which outline the major GSA issues identified in the audit
reports we have issued in the past 5 years. The last paper on ADTS

will be sent in a few dzys. If we can te of further help, please

call.

Sincerely yours,
//f/é 9“/)/7
| b,é

R. G. FKothwell
Deputy Director

Enclosures - 2
NARS & PBS3

B
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ENCLOSURE III

NATIONAL ARCHIVES AND RECORDS SERVICE

The Nationél Archives and Records Service (NARS) performs a variety
of functions reléting to the preservation, use, énd disposition of the
records of the United Stétes Government. The functions or activities
NARS performs or controls are:

--An archival program to appraise documents which

warrant preservation.

-=-A records management function.

~-Maintaining the Federal Archives and Records Centers

to stcre arnd service documents.

--Publishing laws, resulations and Presidential docurents.

~--Develcping and operating the Presidential libraries.

By the end of 1978, records in the National Archives and Federal

Records Centers are expected to total 15 million cubic feet. The esti-
mated number of reference services expected to be provided for record
center data will total 19.4 million. Agencies are expected to transfer
1.3 million cubic feet of inactive records to storage and records to
be disposed at the records centers will reach an estimated .95 million
cubic feet.

Much of the workloaﬁ of the National Archives and related service
activity is determined by the volume of reference requests received from
Government agencies and the public for archival data. These requests for
services are expected to reach an estimated 2.1 million in 1978. 1In addi-
tion, NARS is entrusted witn carrying out the national historical documents

program, established by the act of July 28, 1964 (P.L. 88-838), as



amended, iﬁvolving the publication and preservation of source materials
sienificant to the histery of the United States.

GAO has issued a number of reports dealing with functiorlis of the
National Archives and Records Centers. NARS oversight of Government
agencies' records management practices was the issue dealt with in the
majority of reports. One report dealt with the Presidential libraries,
reporting findings in a very favorable light.

In our August 1973 report (B-146743) con ways to improve reccrds manage-
ment practices in the Federal Government, we recommended that NABS assurms
a‘stronger role in bringing about satisfactory records maragsment. NA®S
should make greater efforts to convince agencies to improve procedures
by demonstrating time and money savings that can result. If unsuccessful,
NARS should exercise the authority it has, but has never used, to repor:
to the President, the Congress, or OMB instances of improper agency
records management and agency failure to take actions to improve. NARS
concurred and planned to implement GAD's recommendations.

Another record management function of NARS involves mailing procedures
of the Federal Government, which we reported on in August 1975 (GGD-75-99).

Following the Postal Reorganization Act of 1970, Federal mail costs
rose considerably as agencies began to have to pay for their full mailing
costs. We found that NARS could do more to provide guidance concerning
the classes of mail service agencies should use, evaluate Federél agerncies'
procedures for moving their mail economically, and provide training for

mail users in how to reduce costs. The National Archives and Records

o TRESSLICEE, Wi AT,



Service concurred with our recommendations and indicated they would tzie
corrective actions.,

Other reports GAO issued concerning NARS dealt primarily with records
management procedures and recommended ways NARS could help reduce the costs
of the paper workload of the Federal Government. For instance, NAES cperates
Federal records centers which store the temporary records of agencies. Often
NARS can store reccrds more cheaply than the agencies can provide trhzir own

storags, as we indicated in a letter regort to the Administirator of G322,

I

May 26, 1977. In the letter, we poiniel out that the Vaterans Aiminis-
tration was cperating its own records centers costing over §1 millicn
arnuzlly more than NARE Fedaral record Cantars could do the (oo,

The extent of the papsrwork problem NARS is charged with contrclling
is formidable. In our August 1973 report, (B-146743) we noted that 11.5
million cubic feet of records were stored in Federal records centers at
the beginning of fiscal year 1973. At that time NARS officials were con-
templating expanding storage space over 30 percent by 1985, at a cost of
$33 millipn, if agencies could rnot be convinced to reduce records reten-
tion periods to minimizé the need for future expansion.

Mready in its 1978 budget reguest to Congress, NARS is asking for
appropriations for the cost of storage of 15 million cubic feet of records,
a slightly greater amount than that forecasted for 1985.

As a result of a major fire in July 1973, at the Military Personnel

Records Center in St. Louis, Missouwri, GAO visited the 18 records centers

operated by NARS. At that time we found three centers generally compiied



with the fire protection standards for this type structure, 10 centers
partially complied and 5 centers did not comply. Improvement projects

" were planned by GSA, howsver, as we show in enclosure 5 on issues at the
Public Building Service, a backlog of construction and maintenance pro-

jects also exist at GSA.



~and auvthorized organizatiors: Tor disposing of surnlus real property: and

-Administrative Services Act of 1949, did the Congress intend that GSA

PUSLIC BUILDINGS SERVICE

The Public 2uildings Service (P3S), General Services Adninistraticn
{GSA), is resporsible for the design, constructicn, managsment, maintenznce,
cperation, alteration, extension, remodeling, preservation, reﬁair, imorive-
rent, protecticn, and control of buiiaings, botn fedarally ownszd and izased,
in which are housing accommodations for Government activities, where
authorized. Il also has the responsibility for the acquisition, utiliza*icn,
custody, and accountability for GSA real property and relezted personal oro-
perty, and for the GSA safety progrem, It is responsible for the deveic:ven
of Coverament-wide policies and regulations to precmote the mexiTu~ and

optimum utilization of excess real and related persoral property by ¢

o1

sencies; for surveying Federal real property to identify preperiies net
properly utilized; for transferring excess property among Federel 2
for cranting or znnroving leases or permits for use of real proreriy.

The total spzoe under PBS managemont is estimated to reach Z31.6
million square feet during FY 1978, This space is in about 10,00 builcirgs,
of which about 2,500 are Sovernment-ownad and about 7,500 are leased.

As a result of GAG's past and current work in GSA, and the research
done to plan future assignmoents, certein aspects of GSAs activities, as
discussad kelow, invoke continuous concern,

THE ROLE OF GSA

At least as it relates to management of real property owned or .

.

controlled by the Federal Government, conc tasic problem which needs to be

clarified is the role of GSA, By enacting the Federal Proparty aqg



should function merely as a servicec agency, or was GSA envisioned as an
agenc} with authority to direct movement of other agencies in ordsr to
better manage real property? Of greater importance is how the Congress
currently views GSA's role.

A basic intent of the Act was to increase efficiency and econciny of
operations of the Federal Government by using available property. The Act
authorizes G54 to transfer excess property among Federal agencies and to
gssign and reassion space of all executive agoncies upen 2 determinzticn
that such action is advantageous to the Government,

The Actla?so requires GSA to prescribe policies and methods to‘promote

thz maximunm vse of excess property by all excculive agencies. Guicanze for

3

the executive agencies is includzd in the Federal Proparty Managemsnt

Regulations,

In respcnse to & GAD inquiry about using vacant and underysed preperty,

- 14

GSA's Assistant Commissionar for Space Planning and Manageent, In a

"
|

ted that CSA doces have authority te direct Fadera

-t

(33}

1676 letter, s
to utilize GSA-selected locations under Executive Order 11512, He noted,
however, it would be exercised with great reluctance and only when it could
be amply documnented that such a move would be in the overall best interests
of the Government. In most instances, subjective judgment is invoived and,
if the agency dces not agree that its missiens can be satisfactorily accem-
plished at the proposed Tocation, GSA rarely superimposes its judgyant,

The Federal Property Management Regulations providé‘that when GSA and
an agency disagree on a proposed locaticn, the matter may be appealed to
the Office of Maragement and Sudget (0MB)}, Location of available space is
sometimas a very controversial issuc, considering its effects on an agénCy‘s

missions, general desirability, convenience of transportation, and other



factors. (A case in point is the office building in the area known as

Buzzard's Point, Washington, D.C.)
LCD‘77’3/"9
YWe reported, in September_1977,nthat GSA is authorized to raguire

agencies to move into space suitzble to meet their zdninistrative require-
ments, but thzt this authority should not bz exerciced arbitrarily, In
our repert, we recognized that agencies' views should be given great weicht,

howaver, where the agencies' parcochial interests are ciearly outweighing

those

m

of the taxpayer and whers the agencies' missicns are not adversely
affactev, we recomiendad that GSA exert stronger lezdzrship and make ihe
dacision,

In sore cases, Buzzard's Point for exauple, Gi3 grerruled €S3's decisien
and uphe]d ;he agency*s appeal, Thus, the need for clarifying thz role of

GSA. ) -

FEDCRAL DYUILDINGS FULD

Sirce July 1974, GSA has bo2n emwpowsred, under the Public Buildings
Acnencrents of 1972 (P.L. 92-313), to charge rental to agencies for space.
These chzrges and agency reim-ursements for any additicnal special services

are depcsited into the Federzl Euildings Fund established by the 1972 Act.

(D
C!

The legislative objectives of the Fund were to: (1) reduce backlogs for
new construction and_majar rerair and alieration prejects and thereby recuce
increased cost to the Gove}nzant for leased space and inflated, deferred
construction costs; and (2) motivate Federal agencies fo seek space utiliza-
tion econonmies, .-

The Fund's approved budget for fiscal year 1978 is about $1.9 billion,
about $1.33 billion from user charges and about $550 million from agency

reimbursements for special services,



Duripg thz Fund's first 3 years of operation verv 1ittle new,constructien
y
was Tinancad through the Fund, and the amount of ccmmercial space leased ~
by G55 continw2d to increase, The estimaled backlog of majer repair and
alterzticn work on Taderzl buildings also increased substantially, and is
now estirzted tc L2 about $1.2 billion, Another major obligation of the
Fund is the annual interest and redemption payments on purchase certificatss

sold tn finance corstructicn of Federal buildings which will reach a peak

With thesz2 heovy oblicatiens on the Fund, there is a serious questicn as
nether or not it s really functioning a5 a seif-sustaining Fund to provice

vernment agencies efficiently and econemically, The
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ARCHITELT-ZNGINTIR STRVITES

GSA, as w21l as other Federal agencies involved in construction of
facilities for the ancrn*=nt s use, seeks out the services of professicnal

architects and engiresrs (A/L) from the private sector, In 1857, GAD
kl

(81572300 Afd )
jssued 2 report,relating to A/E fees that concluded that procurerent of
such services should be subject to compztitive negotiztion reguirements.

The deb.:te stirraed up by that conclusion still continues.

Lavk

1/ . - ey
— In the ezrly 1970's, GS4 tegan acquirine 68 buildings under the purchase

contract program using purchase certificates and other private sources of
funds to finance construction. Currently, payment of principal and interes
is made from th» Federal Building Fund.



In response to pressure from the professionals as well as various
Federal agcgcies, the Congress passed P.L. 92-532, in October 1972, setting
forth the procedures to be used by the Federal Goverrment when procuring
A/E services, The lav prescribes the “traditional” ucthod of selecting an

A/E and therefore precludes the introduction of crice or fee into the

evaluation process,
(LeD=75-23)

~

In June 1975,, G:0 reported to the Congress on the nead Tor ¢reoter
emphzsis on competition in seleciing A/E services for Fedzral projects.
Emong other things, GAD reccmmend2d to the Congress that proposed legisla-
tion callirg for the use of compatitive nagotiation prccedures in selecting
and awarding A/E coniracts ke cted, This is in line with G20's overall
belief that there is a need for‘even furcher erOV0 cnts in the rananer in

s are procured, GAD scucght to provics the Congress with

[¢]
{b

winich A/L servi

provements being brought about by P.L. $2-582.

hNot only is there no requirerant for A/E's to be competitive on all

.

factors incluaing price or fee, but once ilzir services have bzen contracted

for there apoears to be a reluctance to hold them accountabie for their wori,

(r.;:;- 7:-333) .

In reporting on this matter in July 1977, GAO showed ihat scme Federal agenc’

{including GSA) are not adecuatcly documenting causes for errors and omissic

in plans and specifications prenared by A/E's. This precludes the Government

from both establishing responsibility for resultant contract change orders

and recovering costs froﬁ A/E's in cases involving nagligence., GAD recom-
mended that the agencies document design daficiencies, establish responsibi-
1ity for resultant change orders, and recover costs stemming from apparent
A/E negligence. GAO also recommended that A/E performance be objectively

evaluated and that the information be exchanged among the agencies,
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GSA is authorized by lav to acavire space for departrents and agerciss

(1) direct Federal construction, (2) purchase, {3) lease, (4) purchase

A
contract {authority expivad in 1975), {%) exchange, (6) or ctherwise,

GSA does not purchase fuildings., In the Tast 10 years GSA acguired

3

most of its ads ng (A2 million cquare fzot) and by
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purchase contract (aboui 13 million squave feet in €8 buildings), A

limited amount was acquired by direct Federal construction, Scme buildirg

and sites were obizined by uxchance, but that piogram is now at a stanc
One of the major reascns for intrezsed leasing has been ina budcetary

roe

restrictions on GSA's constiuction prograim. Because of corpetition for <k

Feceral construoclion hes ar irmedizte impact because it entails a larce in

cash outlay. However, totel cosh oullays made .
during the period of a Jorg term lesse are sub tially more, Four exe. ol
we found that ih2 cash ¢ ﬁ,w r 10 Jeazed buildings for 33 yzars to to
$429 million, or $238 millisn more ihan ihe c2sh cutlay that would Sa rez!

q

for direct Federal constructicn ard ownership,

The Appropriztions and Public Works Ccmmittees have excressed concern

about the increasing amocunt and cost of leased space, Althouch the Ccm-

AN
Lo

mittees have advocated fFoderal constructicn as the most econonical vay

-~

provice accommedations for Federal eagencies, the ciount of Gavernment-

™

Teased space uncer GSA's control continues to grow at a rapid rate, Frem
fiscal year 19035 to fiscal ycar 1977, lcesed space increased {rom 48,2

million square feet to 90,5 million square feet, or 88 percent. Annual
)

rentals increased fromabout $150 millicn to about $400 milliony ar

167 percent.

1/
— Sec footnote con page 4.
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Given the present level of funding (cash flow) through the Fedsral
Buildings Fund, it does not appear thzt GSA can ever effect any meaningcul

reduction in the amount of leased spacez o its $2 billicn constructicn

[}

backiog. The fiscal year 1378 appreopriztions act (Public Law 95-31, ¢-iad
duly 31, 1977) shows total Fedsral 2uildings Fund expenditures of $1,332,77., "¢

?

as follows:

Arount Percent
Construction S 20,279,000 1.5
Rental of space 487,500,000 ~ 36.5
Purchase contracts "C2,000,200 7.4
Real propertiy cperaticns 462,210,052 34.7
Alteration and repairs 205,000,000 i5.0
Frogram direction 65,003,000 _&.9
Total $1,332,732,000 120.0 :

s

The above ‘schadule shows that coniractual obligations--lease and curchas-
contract paywents--are 2 drain on the Federal Buildings Fund, T@ese twd
activities account for 44 percent of the expsnditures, other buildinc ectivi- '
ties 54.5 percent, and corstruction only 1.5 percent,

LEASIIG

In fiscal vear 1963, a2 lease-autforization procedure was establiched
requiring GSA to obtain.prcspectus approval of the Public lorks Co qitices
of the Congress for the lease of buildings for Federal agencies when the
estimated construction costs exceed $200,000. The lease authorization Dro-
cedure was inserted in the annual appropriation acts tecezuse the Congress
wanted to exercise some control over leasing and to encourage the consiruction
rather than the leasing of buildings, In 1972, the law was amended to
require pro;pectus approval of all leases having an annual rental in excess

of $500,000.

*l



(C-En 23, Apais 111072
In 1972, GAG reported,ihal GSA obtained congressional approval for the

privatz corstruztion and leasing to the Covernment of 11 buildings becaise
GSA classifies the buildings as being under construction. The procedures
CSA used did not constitute an ohjective application of the criteria it

&
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Proposels tc lTease spoite sent to the Congress by GSA are supported by
rresent value zrzlvses that subport leasing as the more favorable alternztive
in evory case. (IS Circular A-104 prescribes the procedures and assumsticns
to be used in ihz comperative cost analysis, We found problems with thz CISA
application of *hz Circular--funds were not discountad to correspord with
cash flows and z proper discount rate was not used., lhen we adjusted six
ESA enalyses, Federal construction and ownership, not leasing, was shoun -
as the more fayorahble alterratives for 5 of the & cases,

S

by epproving a reorganization plan in 1950, the Cengress withdrew zu*hority

-
-
'

to lesase general purpose real preperty from most ederal agencies and
transferred it to GSA. The plan was flexible and provided that GSA could
delegzte the authority back to the agencies subject to standards and regula-
tions prescribed by GSA. It was anticipated that GSA would make extensive
use of lease dzlegations in the smaller cowmunities where agencies could
lease directly,

GSA's present approach to delegations tends to centralize most leasing

for agencies within GSA. This approach is not always efficient because GSA

is needlessly involved in numerous small single agency leases in remote

-
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eing,  fnoavorage of 23% days was required to fill

-agency reguesls in 1579, waicn exceeds GS4's 502l of 180 days. Both
GSA &nd itz egenciss eutribite the poor periorsance to the lack of
adsguate staffing oy CGA.L

INNOVATICY AND 770 1700

Ty RPN
P\J: R T

Today, Federal consiructicn ¢ssts are sherocketing, the quality of
Federal building dasion is criticizad, and there is a national concern

about energy consumpticrn of buildings, GSA, in its role as the federal

ot
=
(43

Government's progevty ocent, can play an imporiant role in adjusting

facility acquisiticn process ic cifectively dexl with these matters, and

4 - L0 P P PN \ 3 v
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the Federal Goverrment

]
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acguires ney facilities. UWrile sponsoring thz development and application
of innovative concepls and techinolcgical advancements is not one of GSA's

prirary nissions, i does have a vested interest in thesz areas particu-
Tarly if ire innovaiive concepts result in economy, efficiency, and

tmproved gquality of Fedoral tuildings.

=

w

With these fzciors as iustificction, GSA has, at times, assumed the
risks invelved in suproriing inncvative techniques and concepts. For
example, it has actively preroted a new building systems concept has
besen at the forefront in implcuenting the construction wanagemﬁnt concept
on Federsl projects, and has sponsored eneray conservaticn demonstration
projects to study energy conservation technigques in design and operation
of contemporary office buildings, It has also been supportive in the
development éf tife~cycle costing techniaues, However, GSA could possibly

be doing more, -

‘O



For exa~ple, GSA has not actively supported the development of ceronter-
aidad techniques, and more could be dorne to furthar the development of 1ife-
cycle costing techniques. OGSA could also do more to facilitate the usz of
innovation and advance technology on Federal projucts--i.e., thé ways in
which Fedesral agencies treat computer costs on design contracts frzousntiy

-

daiccouragzs the use

O

f corputer-eided technicues., Also, the rigid azpplica-
tion of Fecaral specificetions on construction projects tends to suppress
innov;tive thinking and Vimits the use of new, improved products and
materials, -

In 1h2 past few years, we have made several reviews which 100'ﬁ* in*o

GRS
tiits general area, For example, we have reported on vaiue engineering,

(e 77-343) (ep=77-122)
construction wenagsment, ans building SySt&ESﬁ and w2 oare currently pro-

(LCI%?E Heg
cessing 2 r2 porb on computer-aided Euiiding desion, In the dssued

reports we reccmmended that GSA establish a system for circulating proven
value engireering proposals; and that 5SA coordincte with other agencies
using censtruction managers and phased construction in developing uniform
procedures cr guidance for identifying the projects most suitable for thz
use of this technigue and criteria for selecting and evaluating construction

(&Lﬁ /;"' 31’
managers, In tha bu1id1ng systems report we did not make any reco-mznda-

tions, but made certain observations and concluded that GSA was justified
in experimenting with this innovative building systems concept as a
possible way to reduce acguisition costs and increase building operation

and maintarance efficiency.

MAJOR REPAIRS AUD ALTERATIONS

GSA is charged with the responsibility to manage, maintain, operate,

and protect Federal facilities under its jurisdiction. This function has

-
-
-

10



i owZo-=Snecial aids for the hondics

been interpreted in a court of law to be a”"duty to see that Government
propeiy un'er its charoe and control is in proper condition for normal
usage, so that Governnaent business may continue.”

Renoveting or alizaring buildings is the function of the Repéir and
Alterations Pregrams of the Federal Buildings Fund. The program is broken
down inte Six szparatz elements:

--Basic worr to cerrect deterioration and

-~Improvements of space to promot -
utiliration,
~Sypecic] fire protection, lifesafety, and
procorty proteciion, :

zed,
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alteration cro
priation of funds {or repair and alteration projects hit a new high of
$200 millicn for fiscal year 1978. Up until now the funding has not been
gdequate to keep up with current requirements and cut into the Lacklog.
It is not known to whet extent the $200 million funding will reduce the
backlog. The bulk of tha appropriaticns to date have been expended in the
area of basic work to correct dcterioration and malfunctions,

The accuracy of the backlog awount is questionable based on a limited

survey by GAO, Also, how priorities are established within the account

%’
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d=alirg with profaczis to i~prove space to'prcmote utilizetion, or for fire
protection,or for environmental and energy ccnservation measures, is not
readity evident, Guestions also arise regarding the valdity of prospectus
dete arnd GSA's cdhorance to congressional regquirerents on the use of

-

In a recent review of fire and security protection at the Denver Federzl
(S EFRARALY

-

Cent:g, & Federal enciave of GSA-pwned/operated buildincs housing many
a-enties, a major finding was that over 2 miliion sq. ft. of space was not
provided fire protection. GSA has adopled stringent siandards for fire
protection and has procedures to identify and program needed building altera-
tiors., [5A's regionzl office had rot followed these procedures in regard

to the Canter and had not racognized or prograved the nesded a?terationg

for soveral large huiidings. Insvections were several years delinquent,

Lo~ ]l"' 3"")
GAD has also igsusd 2 repert, to the Congress on use of fedarQT buiidincs

in Yizu of renting or constructing new buildings, Cne prodiecm in making .
good use of Goverrment space is leck of repeir and alteration funds to

renceate old buildings,

= . fers mmar oA
EXCESS D SURPLUS PEAL PROPERTY

G34 is respounsibls for managing excess real prozerty and for carry-
the basic Federal policy for ranzging rezl property to:
—aximize use of existing Governmaut-ownsd paimanent

bu*14¢n;“ which zre ;deﬂuate or cconomiczlly

adaptable to space nseds of execulive sgenciss, and

—~gdizpose of surplus propzriy which is no longer needed

bty any Fedcral agsrcie

2
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5SA is required to continually survey real property holdings of

execullve agencies to identify property not being effectively uzzd. In
(u:u 77-%4)

Septertzr 1977, we reported, that teo few surveys wers being perforTed.
The basic problem, =zcordinz to GSA, was that administrative funds were
being used for more critical functions.

Other executive zgancies are also required to survey theair p””“avuv
holdings and report zvailable underused or vacant spzce to GSA, e
reported that the azsaciss hzve not bzing doing this, The m2in pretler

Federal Progerty Managzment Regulztions do nct crovii:

recifid criteriz for ezencics to determine whzat constitutes availzble

space and when such grace spouid be reported.,
To better identify aveilable space, we have recoozended that G324

garpark reguired funds for a realistic number of progerty surveys on an
annual-tasis, and amend profertly managerent regulaticns to specify
criteria for agencizes in cetermining when and under vhat circumsiznces

available property must be reported to GSA.

Federzl Preperty Manazgemant Regulaticns reguire that excess real
troperty rervorted to GEA b2 screenad for uee by cther Fadaral ajsnciss,

(LLI‘ A 34“)
In Septermbtzsr 1977, we reporte@1that GSA's procedures for scresning

property were insflzctive. The procedures do not essure that screening

5 ~ PR PR L Y~ 2 ~1s o o ~ -
notlces are sent to agencizz which may hove vallid reguirements o soace

which could te satislied by excess property. Since existing procsdures
do not roquire res.‘ e fren the agencies, CSp has no assurance that
agencies are avare of available excess space. e have recommendeld that
GSA revise property managzerent regulations to provide a more comprehensive

property-screening systerm.

13



- (Lcn-77-35‘9
We aiso reported in July 1977, that winen agencles are aware of

i "] - ~yn ~ e~ - hy mr - 3 . ~ -
excess proparty and hianz a reguircment for it, C3& may dary an agency's
roguest in favor of dicorszl ouboide the Felqral Novarnrept, GSA

of the Letzcy of Parks progran introduced in 1971, and @ program--headed
by the President's vzoncmic Adjustiment Committee~-to expadits cisposzi

-t~ f T S e Ty l N
~ ey iy 1 -3 Vel = Ra Rt Ay [afe ’ vy
WD s uu. [P ] v.,.A,.E..A‘U L b:}-uw closaral.

s}

GSi hzs the "UL“J“;uy to ze3isn surplus real property to HEZU and
tha Intericr's Burcau ¢f Tutdeor necreation (DC0R) for subzsguesnt

disposal., HZW znd DOR may trzrsfer the surplus real property to public

ey e N e rm S L B e R R B etk Lol oo {3mn ~ ot xr'*.l
COENTIES O TOnIToILT irstitutions gt less than fair marset U

ceperally &t no

O

C3t~-~7Cr use in hezltn, education or park and recrea-

oL

tion precrans. Also, G20 may convey swrplus propsrity &t no cost for

e in cennzeotien with a public ajrpert. kRestrictions are incorgorated

Fal

into the desd of couveyzrnce to ensure that 21l such progerty be used and

b

-2 4 : . 41 N ey~ e - ey e e g, 3 g -
rmzintainzd feor the purccses ccaveysd. The Federal agency soensorirg
Y N ~eo R T ~ ~ ey £
the public bensfit convzyance has stztutory respernsibility for deter-
LI e - - - 3 v~ .3 s R e Ay o
mining and ewforcing cormpliznce with the terms and conditions of the

Prior and ongcirs GLO work has idzntificd the need for irpreve-
rents to ensure that the use of transferred property is zacnievirg the
public purpcse for #hich it wzs cenveyed.

Excess and surplus proparty, in many cases, may be vacant and must

te protected to prevent detericration and vandalism., Prior GAO work

has indicated this te b2 a major problenm area.



A basic protlen arpears Lo ke that the wrong Fedzral zcency is re-
guired to protect znd rzintain the property. The proporty mansgement &,

regulations require the agency excessing the property Lo protect and

maintain it (including funding) for a pericd of apoul 1% months, .z

]

which GSi is to provide the funding. In meny cases, GCA hzs net providoed -

the funds. Also, the zgencises hzve very little incentive to continue
maintaining property uhich they no longsr nzed.

Disposition of a single pisce of property -- szay, an excess

buildir; -~ normally posss no big problen for GSA., The rmain problem

1

area aprsars to be in disposirg of progerty reported ecicess Dy the
military services. The property rmay be an entire pilitary instzllaticn
consistiig of several to rany buildings which were desizmed and used fer

various cspecial purposss., Or, the property may pbe an €xCesSs industrizl

plant, which alsc may consist cf several special design structures. The
problems rarge from determining best use to disposzl rest lons placed
on property by the Cepartment of Defense, :

15
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General Carvicas Ad=inistiratiom
Dear *r. "ilz-al

whieh o0utling the =ajor G83 igmies idantificd In the 21
hava igglcd in tha past 8 years. If you have rzed Tor ¢

we ara locking
of furtpsr help, please call me {27
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R. G, Rothuzll
Deputy Director
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ADTS
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5-A504) or Ken Hosth (275-2
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forward to recziving your study plan and if we can be
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ENCLOSURE IV

AUTOMATED DATA AND
TELECOMMUNICATIONS SERVICE

The Automated Déta and Telecommunications Ser&ice (ADTS) is respon-
sible for providing GoQémeent-wide direction énd coordinétion of a com-
prehensive progrém for the policy forrulation, regulation, management,
procurement, and utilization of autométic data processing (ADP} and
communications equipment and services.

Principal authorities for performing these functions are the Federal

Property and Administrative ServicesAct of 1949, Bureau of the Budget

directions in 1661, and a Presidential Memorandum in 1973 for the communi-

cations area. In the Brooks Bill of 1965 (Public Law 89-306) amending the

Property and Administrative Services Act, GSA was directed to assume its
ADP responsibilities,

The introduction of the computer has profoundly changed the way
business and Government operate. Thé widespread use of computers has
been accompanied by a host of new problems and many relate to the rapid
technological changes in the field. About 100 GAO reports were sent to
the Congress from 1955 to 1965. The results of these studies generally
called for more Government-wide cocrdination in ADP management and recom-
mended the establishment of a strong central management office in the
executive branch.

A major milestone in the ADP area was the passage of Public Law
83-306 in October 1365 (now known as the Brooks Act) which mandated

changes in the overall Government ADP management practices.

i S T




Under this Act; major responsibilities are assigned to executive
branch agenc;es:
—The Administrator, General Services Administration (GSA),
coqrdigates and provides for the purchése, lease, énd

maintenance of automatic data processing equipment by

Federal agencies.

--The Secretary of Commerce, working primarily through

the National Bureau of Standards {NBS), provides
scientific and technological advisory services, performs
stardards work, and does research in the area.

~=Tresz activities are subject to direction by the
President, and to fiscal and policy control by the
Office of Management and Budget (OMB),

We believe the Brooks Act has accomplished a great deal. However,

further improvements can be made, During the period 1965 to 1976 since

enactment of the Brooks Act, GAO has issued 175 reports relating to the
management and use of ADP in Federal programs. In 1976 we were called

upon twice to present testimony}

--major areas of ADP management in which more improvement
is still needed since passage of the Brooks Act, and
--computer-related crimes, physical security, and issues

related to the use of computers in the administration

of Federal programs.

The statezents prepared for this testimony and a list of the reports issued

—d s Rdak



and the major issues dealt with were subsequently issued as a GAO report,
FGMSD-77-14, dated March 15, 1977. Problem areas identified were:
--ADP equipment is écqﬁired without Adequate
determination of needs.
~-Lack of adequéte studies of work to be done or
alternétives.

--Equipment is acquired sconer than necessary.

~-Poor design and planning.

--Prescribed procurement practices are not followed.

~--Problems in acquisitions of computers under Federal

grant programs.

-=Improving AD% operations.

--Procurement system for minicomputers is too complicated.

--Multiyear leases should be considered.

--Sof tware requirements and sharing opportunities have not

been fully evaluated.

--More standardization of data elements and codes will help

reduce high costs.

--Computer systems need protection.

In each of these problem areas specific recommendations for change
or improvements were made. Some call for action by the central agencies
of GSA or the Bureau of Standards and some can be accomplished oy tne
operating agency concerned. Some of the repérts also exemplify situations

where there has been inadequate managerial attention paid to the area.

e s i e




Under the authority of the Federal Property and Administrative
Services Act of 1949, as amended, GSA is responsible for procurement and
management of telecommunicétions seréicgs for Federél civil agencies. GSA
has issued regulétions which require ciQil égencies te take certain
actions when they need c0mmunicétions equipment or services.

In December 1950 DOD and GSA reached anh agreement pursuant to

Preéidential letter of July 1, 1949, (14 F.R, 3699; 3 CRF}. This agree-
| ment established areas of understanding about the authority and the re-

i sponsibility for procurirg and managing communications services within

i DOR. D3C later issued directi&es which established policy objectives for
the guidance of all elements of DOD in the development and management of
telecommunications progranms, projects, and procedures. Each DOD element,
in turn, issued implementing regulations for management of telecommuni-

cations services within their respective elements.

The Federal agencies are provided both voice and record (message and
data) communications
/through many systems. Examples of some of the larger systems are the

Federal Telecommunicatiﬁns System (FTS) and Advanced Record System (ARS)
managed by the GSA. In DOD we have the Automatic Voice Network (AUTOVON),
and the Automatic Digital Network {AUTODIN). Alsc availsble is the com-
mercial service provided by the communications industry where necessary.

A number of GAC studies have been made in the past to determine the

econony, efficiency, and effectiveness of GSA's management of its com-

munications responsibilities.




For example, in a August 1972 report (B-146864), it yas found that
expanded use of FTS3 service by DOD installations instead of comﬁercial
long-distance service was feasible and would result in substantial savings
to the Government. As it stands now, AUTOVON is DOD's principal long-
distance telephone system. Although some DOD installations will transfer
incoming AUTOVON calls to commercial telephoﬁes within their local dialing
areas, AUTOVON is generally used to call other AUTOVON telephones. As a
result, DOD long-distance calls to non-AUTOVON numbers are often placed
by using cormercial facilities.

Some DOD installations use FTS; in fact, DOD is one of the largest

individual users, accountinz for about 11 percent of the total FTS traffic.

Certain DGD installations, which are regular subscritersto the FTS services,

have the capability to make and receive calls through the system. At about
70 DOD installations which are not FTS subscribers, GSA has installed
inward-only access lines at no cost to DOD. GSA has determined that
providing these inwardfqnly lines is more economical than using commercial
toll service to complete FTS calls to those locations.

AUTOVON does not satisfy the voice communications requirements cof
many DOD activities. As a result, a large number of long-distance calls
to non-DOD installations are completed over commercial facilities. At the
four installations that GAO reviewed in the 1972 report, it was estimated

that the Government could have saved about $226,000 a year by using FTS

instead of such commercial service. This represented about 60 percent

of the total projected annual cost ($366,000) of commercial service at

the four installations.

A
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Many DOD installations have divided communities of interest and
cannot be adequétely serﬁed by one system. AUTOVON does not offer the
capability of reaching business concerns or Gerrnment agencies outside
the DOD commﬁnity, and FTS does not héve the preempt features, sﬁrvii@é
bility, and overseés cépéﬁilities that are required for command énd con=-
trol purposes. The DOD policy concerning the use of FTS was expressed in
a August 6, 1664, memo which stated thét where AUTOVON service satisfied
the requirements of a DOD instéllation, such service would not be dupli-
cated by the addition of FTS service. The policy also provided that,
where it was economical and feasible to do so, FTS service would be used
instead of AUTOVON but that in no case would DOD installations subscribe

to both systems without approval from the Assistant Secretary of Defense

{Communications, Command, Control and Intelligence). However, very few
requests for concurrent service have been received.

GSA and DOD were in agreement with the intent of the GAOC review and
indicated in 1972 that‘pests of the feasibility of the expanded use of
FTS service by DOD users would be conducted. However, the problem we
still see today is that each military department is individually respon-
sible for establishing facilities to meet their communications require-

ments. GSA is responsible for planning and operating the FTS system but

- cannot force it on the military service, and overall communications policy

'and'direction for the Government was to come from the Office of Telecommuni-

cations Policy.



GAO's report of January 1673 (B-169857), demonstrated possible cost

- savings through centralized management of multiplex systems for both

rilitary and civil Federal agency communications. Multiplexing is a tech-
nigue in which electronic devices at each end of a single circuit simul-
taneously transmit a number of messages and eliminates the need for numerous
individual long-distance circuits between terminal points. Although
multiplexing has been available since June 1968, Federal agencies have

made little use of the technique.

The Governrent can realize significant savings in cormmunications
costs by establishing and effectively using additional multiplex systems.
These savings can be achieved either by leasing commercial multiplexers
or by using Government-owned equipment. The cost reductions can be
accomplished by combining circuit requirements of Government departments
without impairing the quality or reliability of communications services.

A GAO review identified annual savings of over $400,000 that could be
achieved by eliminating 189 individual circuits being leased for military
and civil departments.

According to communications officials, multiplexers are highly
reliable and seldom fail. Therefore, the maintenance costs for the Sy Ss=
tems using Government-owned multiplexers would be nominal. Since monthly
rentals of multiplexers could be avoided by using the Government-owned

equipment, savings should be greater than in using leased equipment.




GSA officials recognize that multiplexing is an economical means of
proﬁiding communications, énd savings héve been achieved by its use in a
few instances. An official told us thét GSA currently hés insufficient
data on services of the vérious civil égeqcies to systematically develop
multiplex systems; hoﬁever, a GSA program is being implemented to esta-
blish a data base to provide information for this purpose.

GAO brought its findings from this feport to the attention of the
Officé of Telecommunications Policy {OTP), DOD and GSA. The agencies
agreed that communications costs could be reduced through further appli-
cation of multiplexing but expressed reservations concerning the need
for strong central management of the communications function.

OTP and DOD questioned the desirability or necessity of centralized
management or high-level policy direction, rather than appropriate inter-
agency coordination, for accommodating military and c¢ivil multiplex
requirements. OTP stated that it would proceed with the establishment of
a Government policy and that, in the meantime, GSA and DOD would undertake
a coordinated effort to apply the multiplexing techniques for civil and
military use. J

GAO believes that previous reports relating to communications manage-
ment have demonstrated thé limitations of "coordinated efforts" in other
communications networks and systems. A policy of coordinated efforts may

only continue separate multiplex systems between and within military and

" civil agencies.

Circuits susceptible to multiplexing are used not only by military

but also by civil Government agencies; however, procedures do not exist



for coordinating their requirements to develop joint-use multiplex systems
or ﬂon.interagency use of spare multiplex channels. In GAO's opinion, the
Secréta}y of -Defense, in his capacity as the Executive Agent, National
Communications Systems (NCS), should peréorm the coordination of require-
ments to establish joint military and civil multiplex systems. The Exe-
cutive Agent is responsible for the design of this system "taking into
consideration the communications needs and resources of all Federal
agencies." Furthermore, he is to "ensure effective utilization" of the
system. On the basis of past GAD experience and the responses to the
January 1973 draft report, (B-169857) GAO believes that such coordination
between military and c¢ivil azencies will not be fully effective without
additional policy and precedural guidance from a high authorirvy.

In 1973 we found thatADTS was paying over $60 million a year for
local telephone service. In our report (B-146864, March 1973}, we
explained that periodic telephone company and ADTS' traffic studies are
necessary to assess the service. However, we found the phone company
studies were not always performed or were not performed in a timely manner
and were not always complete or reliable. Consequently, ADTS exercised
little internal control o?er management of the local service because it
did not have information on communication traffic growth, decline, seasonal
trends or reliability.

We believ;;the studies were improved, they could be useful to
management for achieving optimum economical and efficient service.

In more recent years we found that ADTS is still having problems in

managing its communications systems. In our April 1976 report (LCD-76-122),




R

.-

we found thatxngS has made little effort to incorporate into the Advanced

3

Record System iAHS) certain agency-operated dedicated networks; In addi-
tion, we reggfted in August 1977 (LCD-77-108) that in managing the ARS
service GSA has not thoroughly evaluated alternatives in its planning for
future record transmission services and has allowed agencies to establish
their own record transmission systems in lieg of using ARS. The results
being unused capacity.

From the GAD reports concerning the ADTS functions we can draw an
overall conclusion that under the existing legislation and executive
direction the ADTS has a broad responsibility in the data processing and
communication area. However, it appears ADTS has not exercised strong
central leadership, which we believe is necessary, in providing Federal
agencies with economical and effective computer and communications

services.
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