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BY THE COMPTROLLER GENERAL

Reoort To The Congress
OF THE UNITED STATES

Improving Federal Agency
Efficiency Through The Use Of
Productilty Data
In The Budget Process
The use of productivity data in the budget
process has been sporadic. Its use is de-
pendent primarily on the initiative of individ-
ual managers. GAO found that the value of
productivity data in budgeting can be encour-
aged by a more active role by legislative over-
sight and appropriations committees. By
asking stimulative questions and requesting
particular productivity data, these committees
carn help foster major improvements in Fed
eral Government efficiency.
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To The President of the Senate and the
Speaker of the House of Representatives

Productivity data can be an extremely useful tool for

the Congress in evaluating agency budgets. Moreover, con-

gressional committees can have a major impact on productiv-
ity improvement in the Federal Government by emphasizing its

interest in and concern for productivity during appropriation
near ings.

This report responds to a May 6, 1977, request from the

Chairman, Task Force on Expenditdres, Regulations, and Reor-
ganization of the House Budget Committee, that we survey the

use of productivity data in the budget process. Our survey

covered 13 labor-intensive agencies with a total payroll

of about $8 billion. We discussed the use of productivity
data with officials of the Office of Management and Budget

and members of congressicnal staffs. Details on the results

of our survey were given to the Task Force at hearings held
on February 14, 1978. Our prepared statement is included

as an appendix to this reDort.

Although productivity data is available in most agencies,
its use by agencies, the Office of Management and Bu:g-t, and

the Congress has been limited. This, in our opinion, is det-
rimental to the allocation of resources and to the efficiency

of Federal activities.

The basic reason for agencies not making more use of the

data is a lack of incentives. Many of the agency executives

and managers interviewed during the study stated that
productivity-related improvements often result in a penalty

rather than a reward. Examples given included arbit-ary
across-the-board reductions in staffing and reduction of the

next year's budget to force continued productivity improve-
ment. Officials in all of the agencies we contacted gave

their examples of how budget reviewers in both the Office of

Management and Budget and the Congress seemed insensitive to

what the agencies believed were innovative proposals for in-

creasing productivity. To them, the distressing message was

that genuine efforts at improving productivity were often

met with, at best, apathy or, at worst, arbitrary budget
cuts.

We believe the aprtropriations committees can play a key

role in improving proC .tivity by encouraging agencies to use

productivity data in the'r budget requests. Such basic:
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questions as: What is your history of improvement? or What
percentage of your operation is covered by productivity meas-
urement? can be very useful in fostering management use of
productivity data. These questions elicit information, pro-
vide an incentive for agencies to establish a productivity
measurement and reporting system, and ultimately stimulate the
improvement of productivity itself.

We believe legislative oversight committees and appropri-
ations subcommittees can further encourage use of productivity
data by

--requesting it to support requests for staffing
increases,

--requesting concise statements on the status of
agency or Department productivity improvement
programs, work measurement systems, and the
extent to which budgets are based on productivity
data,

-- creating an atmosphere of positive reinforcement for
using productivity data through budgetary and organiza-
tional incentives, and

- encouraging agencies to identify major productivity
improvements possible through investment in capital
equipment.

This type of emphasis has been demonstrated to have a
significant and positive impact on an agency's productivity.

We are issuing this report and our February 14, 1978,
statement because we believe that productivity data is a very
important ingredient in the budgetary process which, for the
most part, is being ignored by executive branch agencies and
by the Congress and its committees.

We are sending copies of this repor to all departments
and agencies.

Comptroller General
of the United States
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UNITED STATES GENERAL ACCOUNTING OFFICE
Washington, D. C. 20548

FOR RELEASE ON DELIVERY
EXPECTED AT 9:30 A.M. EST
FEBRUARY 14, 1978

Statement of

Elmer B. Staats
Comptroller General of the United States

Before the
Task Force on Expenditures, Regulations

and
Reorganization

House Budget Committee

on

Status of the Use of Productivity Data
in the Budget Process

Mr. Chairman and Members of the Task Force:

We are here today at your request to discuss the use

of productivity data in the Federal budget process. Your

let,:er of May 6, 1977, requested that we survey this area;

we have done so and I will discuss the results of our effort

during my testimony th'.s morning.

Although productivity data is being used in varying

degrees in the budget process, it can and should be used

much more. It can be an extremely useful resource allocation

tool for the Congress, executive branch management, and budget

reviewers at all levels.
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Before expanding on these thoughts, I would like to

discuss some terminology which I will be using in my testi-

mony.

Productivity data is broadly defined, for purposes of

this testimony, to include all measures of efficiency. Ef-

ficiency measures are used to determine how well an organ-

ization is using available resources to produce the required

goods and services for a constant level of quality. Effici-

ency measures include:

1. Productivity measurement data, which is the ratio

of output to input or rate of production, is usu-

ally expressed as an index comparing a current year

te a predetermined base year. For instance, when

we say productivity has increased by 2 percent in

one year over a preceeding year, we mean in essence

that in the latest year the same input will produce

2 percent more output than in the prior year.

2. Work measurement data is the comparison of actual

output and input to a standard or targeted perfor-

mance. For example, the standard time to produce

an item might be 10 minutes, while actual time in

a specific case may be 9 minutes or about 10 per-

cent better than standard.

3. Unit cost data is a dollar value expression of

efficiency expressed as cost to produce a single

2
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unit of output., For instance, we might say that it

costs $1 to produce an item in 1976 and $1.05 to

produce the identical item in 1977.

I walt to emphasize that efficiency measures do not

comment on the appropriateness of an activity itself.

Thus, limiting one's perspective to solely efficiency

measures can lead to a conclusion that an activity is

efficient without knowing its need or effectiveness.

By the same token, a concentration on whether resu:.ts are

being achieved can produce results costing far more than

necessary because wasteful and inefficient methods were

followed. Although I will be concentrating on efficiency

measures for purposes of this testimony, I want to stress

that both efficiency and effectiveness measures are necess-

ary to get a true picture of an organization's performance.

Background of GAO's involvement
in Federal productivity

We in GAO have had a long and continuing interest in

improving the management and efficiency of the Federal work

force and have undertaken a major effort to monitor the

status of productivity in the Government, identify problems

associated with its improvement, and improve the state-of-

the-art in auditing productivity programs.

In 1970, ConAgressional interest in the productivity of

the public sector prompted us to undertake--in collaboration

3
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with the Civil Service Commission and the Office of Manage-

ment and Budget--a study designed to determine whether Fed-

eral productivity could be systematically measured. We re-

ported positively in a June 1973 report and demonstrated

that productivity measurement of the Federal work force is

both possible and useful. We concluded that the most im-

portant use of productivity measures is in analyzing the

causes of change to ascertain what action management can

take to influence future trends.

The Bureau of Labor Statistics (BLS) now develops

and annually publishes two types of Federal Government

productivity measures for two-thirds of Federal civilian

employment. The first type is a general indicator for the

overall Federal Government. The second type shows measures

for 28 functional groupings such as medical services, pro-

curement, and loans and grants. In addition, individual

indexes are constructed for the more than 300 organizational

units that provide data to the BLS; these are not published,

but are returned to the organizations for their internal

use.

As part of our audit work, we performed and are per-

forming a number of evaluations designed to assess the

adequacy of Federal agency measu ement systems.

For example, in past GAO reports we have recommended;

4
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--that DOD ensure compliance with its instructions

for implementing work measurement systems and

provide sufficient resources for the task.

-- that DOD and civilian Government agencies use

up-to-date work measurement standards to improve

real property maintenance.

--that the Department of Housing and Urban Development

improve its work measurement system.

We are currently reviewing the use, or potential use,

of measurement data by Federal managers in three major

agencies--the Forest Service, the Small Business Administra-

tion, and the Veterans Administration.

In all cases we have concluded that work measurement is

a valuable tool for improving productivity and yielding

objective and reliable estimates of personnel requirements.

BENEFITS FROM USING PRODUCTIVITY
DATA IN THE BUDGET PROCESS

To preface briefly my discussion of the extent to which

productivity data is used in the Federal budget process, I
would like to list five basic benefits that accrue when this
data is used in the budgeting and, in a larger sense, the

management process.

First, agency managers will place greater emphasis

on improving productivity if they believe productivity
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data will be used for formulating, reviewing, and executing

budgets. Because the budget process affects all agency

managers, they will tend to focus more on improving

productivity if that improvement is a basis for obtaining

funds. Emphasis on improvement will require managers to

concentrate on techniques proven successful in realizing

improvements. Techniques such as work simplification,

reorganization, and investment in capital equipment will

help managers become more innovative in their approach to

the task of management.

Second, using productivity data in conjunction with

specific program objectives contributes to better agency

projection of resource needs. The capability of OMB and

the Congress to review those needs is also improved.

Decisionmakers within the agency, OMB, and the Ccngress

must determine whether requested increases are real,

deflated, or inflated. Budget decisions often must be

made without access to objective, quantitative measures.

Without productivity dat.: sufficient means is not avail-

able to readily assess the appropriateness of the budget

base. We believe program needs must be more accurately

identified and justified and, to ensure that this happens,

we believe agencies should have productivity programs

on which to base their budget analyses.

6
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Third, we believe budget estimates are more credible

when th.ey are supported with productivity measures because

reliance on judgmental estimates is minimized.

Fourth, clearly presented and meaningful productivity

data will make agencies more accountable to OMB, the

President, and tne Congress. The use of productivity data

in budget documents makes changes in the efficiency of

program operations more visible. This forces managers

to identify poor performance but also provides a means

of documenting good performance.

Fifth, because tlb' need for reallocating resources

occurs at various times during budget review and execution,

the availability of productivity data enhances managers'

ability to react accurately and expediently. They are

more able to assess the impact of different funding levels

and to respond on a timely basis to questions or challenges

to the estimates. Productivity data can also help managers

determine relative priorities and make funding reallocations

among equally deserving activities.

RESULTS OF GAO's 13-AGENCY STUDY

Methodology

Now I want to discuss the results of the 13-agency

study we :ndertook as a result of your request.

Before getting into our findings, I want to describe the

methodology. We chose a group of 13 labor-intensive

7
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agencies--those with a high ratio of salaries and related

expenses to total budget--representing 6 cabinet level de-

partments and 4 independent agencies. These agencies com-

prise about half the Federal civilian work force, excluding

the Department of Defense and the U.S. Postal Service. The

estimated fiscal year 1978 budget for personnel compensation

in the agencies and programs we studied was $8 billion. We

went to all levels of Government--agency, Department, OMB,

and congressional staff--to contact officials involved in

these agencies' budget processes.

Departments and agencies visited

U. S. Department of Agriculture

Animal and Plant Health Inspection Service
Forest Service
Soil Conservation ServiLe

U. S. Treasury Department

Customs Service
Internal Revenue Service

U S. Department of the Interior

National Park Service
Bureau ot LAnd Management

U. S. Department of Transportation

Federal Aviation Administration

U. S. Department of Health, Education, and Welfare

Social Security Administration

General Services Administration

Public Buildings Service

8
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U.S. Department of Commerce

Small Business Administration

Veterans Administration

Benefits Division
Medicine and Surgery Division

National Labor Relations Board

The study's broad scope allowed us to make many mean-

ingful observations but did not include an in-depth, analy-

tical review of all budget justification materials developed

by the 13 agencies. Therefore, the results, and to some ex-

tent our concluding remarks, are based largely on the per-

ceptions of the officials we visited. We believe, however,

that these perceptions, in the aggregate, accurately reflect

the use of productivity data in the budget process.

Use of productivity
data is sporadic

The process of institutionalizing productivity improve-

ment in the Federal Government is an area where much remains

to be done. The use of productivity data as a management

tool has ben,, very sporadic, dependent mostly on the motiva-

tion and commitment of individual managers. This process

now needs to be revived by top executive branch and con--

gresssional support.

Measurable objectives: A
prerequisite to using
productivity data

A prerequisite to using productivity data in the budget

process is a determination of the technical feasibility of

9
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measuring an agency's workload and staff productivity in a

manner that will be reliable and useful for budget formula-

tion. Agencies, programs, or activities with more clearly

defined missions seem better able to measure their work-

loads. Examples of the more measurable workloads we encoun-

tered in our survey include (1) buildings cleaned and main-

tained by the General Services Administration's Public

Building Service; and (2) cargo imports processed by the

U. S. Customs Service. Because these agencies can more

readily define their workloads, they can more easily predict

future workloads and estimate future staff resource require-

ments.

On the other hand, some agency objectives are more dif-

ficult to measure, but are nonetheless measurable. Genera-

lized services like maintaining national parks and providing

medical caLe or law enforcement are less conducive to mea-

surement than routine processing of cases or applications.

When workload data and staffing needs cannot be directly

related to overall agency objectives, an agency may find it

necessary to identify subobjectives and develop measures for

each of them. For example, medical care can be subdivided

into inpatient and outpatient care and these can be further

subdivided into their component parts.

Some types of activity such as research are not

quantifiable under current methodologies and should be

10
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recognized as such. It has been our experience, however,

that these types of activities are a small part of the over-

all Government workload. Our wcrk on the Federal producti-

vity measurement system has shown that the majority of Fed-

eral activities can be measured.

A large oDtential exists for
greate: use of productivity data

The development of productivity data requires quantifi-

cation of outputs such as goods and services produced, and

inputs, such as staff hours or other resources used in pro-

duction. A work measurement system requires these two com-

ponents plus some standard or expected rate of production.

Therefore, these output, input, and standards form the

building blocks of a measurement system.

Use of these building blocks as a basis for meaningful

productivity measurz,,ent was present in widely varying de-

grees in the agencies we visited. For example, all 13

agencies, which in total account for about half a million

Federal staff-years, had estimates of workload for the com-

ing fiscal year. Ten had some kind of measurement system

covering about 367,000 staff-years, or 78 percent of the

total included in our study. However, only 4 of the 10

agencies with measurement systems had developed data with

which to accurately predict future staffing requirements

and fairly assess past performance. Also, nine agencies

11
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claimed to measure productivity but did not use this data

in the management process. This seems to be a poor record

and, given the importance of a measurement system in

generating and using productivity data, it is a record

with a large potential for improvement.

In conducting our in-depth evaluation of the Forest

Service, we found it had scrapped its work measurement

system because of a change in mission from caretaker to

manager of national forests. The Forest Service felt the

mission change negated a large part of the work measurement

system. However, many of the activities the Forest Service

presently performs are still susceptible to work measure-

ment. These activities include miles of trail maintained,

miles of road maintained, and timber production.

Our evaluation of the Small Business Administration

(SBA) shows it has quantifiable products such as number of

loans processed by type, but has not developed a measurement

system. In fact OMB charged SBA with developing a measure-

ment system but to date SBA has only made limited efforts

to do so.

OMB instructs its examiners to ensure that agency man-

agement provides for systematic improvement in productivity

and efficiency. OMB has also published general requirements

for using productivity data in its Circular A-11 (Prepara-

tion and Submission of Budget Estimates). For instance, the

12
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circular states "work measurement, unit costs, and producti-

vity indexes should be used to the maximum extent practicable

in ,ustifying staffing requirements for measurable workload."

Notwithstanding these instructions, OMB's use of pro-

ductivity data is uneven and varies from examiner to exa-

miner. Examiners for five of the 13 agencies we surveyed

told us they have routine uses for some productivity data

in their annual budget examinations. When the data is

used, the examiners feel assured that proposed resources

will be used in a reasonably effective manner.

OMB's focus is often on whether a program should be

funded at all instead of on productivity questions. As a

result, 8 of the 13 budget examiners we surveyed do not

have routine uses for productivity data and examine program

or agency productivity only on a sampling basis.

Providing for systematic improvement requires concen-

tration on techniques which have proven successful. Of the

successful techniques, capital investment should be empha-

sized. Although a significant contributor to productivity

improvement in the private sector, it has not been used

extensively in the Federal Government. However, where it

has been used, significant cost savings or productivity

gains have resulted.

For example, a Navy Afr Rework Facility found investment

in numerically controlled machines resulted in a savings

13
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ratio of 7 to 1 compared to conventional metalworking equip-

ment. The Rework Facility has been able to handle increased

workload, cut in half the number of personnel required, and

respond more quickly to requests for parts. Investment in

the equipment has been paid back in less than 2 years.

According to committee staff members we contacted,

congressional use of productivity data varies. While most

staff members believe Such data is useful, few said they

used it routinely and noted several reasons why;

-- time constraints (not enough time to analyze this

type of data);

-- too much data (the Congress has too much data already

and members do not have the time for detailed

analysis);

-- data reliability (a debate will always exist about

whether the data is reliable);

-- focus is not on productivity (committees focus

more on whether a program is needed than on how

efficiently the program accomplishes its objectives;

or the committees focus on constitutent concerns

and productivity may or may not be related).

Productivity data has, however, received some effective

attention from committees when considering justifications for

personnel levels and salaries and expense budgets. A strong

proponent in the Senate for the use of productivity data is

14
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Senator William Proxmire. Testimony before the Subcommittee

on HUD and Independent Agencies of the Senate Committee on

Appropriations is dotted with many examples of the Senator's

effective interest in productivity measurement and improve-

ment. His questions focus on the most basic aspects of pro-

ductivity, such as: "Do you iave a measurement system?";

"What is your history of improvement?"; and "What percentage

of your operation is covered by productivity measurement?"

These questions accomplish several purposes. They surface

information, they provide an incentive for agencies to es-

tablish a productivity measurement and reporting system,

and they ultimately stimulate the improvement of producti-

vity itself.

Several staff members we contacted wanted more informa-

tion on how they could use productivity data. Although most

of the staff members contacted serve on House Appropriations

Subcommittee staffs, several represent authoriziing committee

staffs. Although authorizing committees are not as directly

involved in the budget review process, they are very inter-

ested in using productivity data. For instance, the House

Committee on Interior and Insular Affairs had a "Memorandum

on Oversight" prepared for its use. The memorandum gives

specific guidance on how to assess agency performance and

evaluate the impact of new legislation on existing programs.

15
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Later in my statement I will describe other examples of

where committee interest resulted in the use of productivity

data.

We believe a large potential for greater use exists,

not only in the labor intensive agencies we studied, but

also in many other activities Government-wide. To fulfill

this potential, we see five needs that mus -r mnet. They

are the need for;

-- removal of present disincentives to using productivity

data in the budget process;

--provision of incentives to using productivity data

in the budget proces;

-- top management commitment in executive departments

and agencies;

-- central guidance and coordination in developing

and using productivity data; and

-- added congressional emphasis to stimulate the use

of productivity data.

I will discuss these needs during the remainder of my

testimony.

Need to remove disincentives
to using productivity data in
the budget process

Although the scope of our survey did not include a

sampling of attitudes toward incentives for using productivity

data in the budget process, we did note, and other studies

16
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indicate that managers generally perceive disincentives

rather than rewards for using the data.

A joint Civil Service Commission, Office of Management

and Budget, General Accounting Office project team conducted

and published d study on using productivity and related data

in the budget process. Many of the executives and managers

interviewed during the study stated that productivity-

related performance improvements result in a penalty

rather than a reward. Examples given included arbitrary

across-the-board reduction in staffing and reduction

of the next year's budget to force continued productivity

improvements.

The stuidy concluded that significantly greater use of

this data in the budget process is unlikely to occur unless

changes are made in the budget policies to counteract the

following disincentives:

--Productivity assumptions made by OMB in final

budget adjustments are arbitrary, and agencies

that submit budgets reflecting actual productivity

gains are therefore penalized.

-- The budget process has no built-in rewards for

self-imposed agency productivity improvement, and

current budget policies present less risk to

agencies that build their budgets on the basis of

17
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last year's requirements instead of productivity

analysis.

-- The budget process provides no tangible assurance

to agencies that agency productivity improvement

will be a determining factor in staffing requirements

decisions, and no agency options are provided for

reallocation of staffing made available from

productivity gains.

Some specific comments by agency officials during our

survey support this conclusion:

"Neither the Congress nor OMB haft expressed an
interest in the data."

"OMB may not listen, even when the data is provided."

"Being too productive and not using all budgeted
funds has resulted in questions about the accuracy
of the next year's budget request."

"OMB has sometimes cut proposals that would increase
productivity."

"Congress has not expressed any interest in productivity
data even when it has been offered."

The distressing message expressed in these quotes is

that genuine efforts at increasing productivity are often

met with, at best, apathy or, at worst, an arbitrary across-

the-board budget cut. All the agencies we contacted gave

their stories of disappointment and shock when budget re-

viewers in both OMB and Congress seemed insensitive to some-

times very innovative proposals for increasing productivity.

18
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The net effect is a regression to playing the "numbers game"

and a continuing lack of serious communication and under-

s:'-ding between those who review budgets and those who

e te them.

Provision of incentives
forin j;prodruct i-vvy data

The removal of disincentives discussed is an important

and necessary step if managers are to become serious about

using productivity data in preparing budgets. However, the

removal of disincentives is not enough. Managers will only

support budgets based on productivity data if rewards are

prciided for doing so. The following incentives must be a

part of any new emphasis to encourage greater use of produc-

tivity data in the budget process:

--Organizations must be given a share in savings pro-

duced through productivity improvements. If 11

the savings generated through productivity improve-

ment are taken trom the manager, further improvements

will not occur. This incentive concept has been suc-

cessfully used by the Internal Revenue Service (IRS).

IRS calls it profit sharing and uses the technique

with its Regional managers. If a manager improves

his organization's productivity over a period of a

year, he is granted back resources equal to abo'it

one half of the annual savings, to do with as

he deems appropriate.

19
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--Managers should be rewarded for achieving productivity

improvements within their organizational units. These

rewards may take the form of cash awards, special

recognition, or bonuses.

-- Managers must be given flexibility to reallocate

staff based on productivity gains; otherwise, indivi-

dual incentives for making productivity improvement

are lost.

Need for top management commitment
in departments and agencies

If the potential benefits of using productivity data

in the budget process are to be achieved, a high degree of

leadership and management skill must be applied to the de-

velopment, operation, and use of the data. Using producti-

vity data in the budget process is enhanced strongly when

it is accompanied by the commitment of top agency and de-

partment managers. Lack of this support will be d serious

impediment to the proper use of the data, it will be used,

at best, superficially to satisfy external requirements.

Of the agencies visited, the National Labor Relations Board

(NLRB), the Federal Aviation Administratioi (FAA), and GSA's

,ubhlic Building Service (PBS) have long traditions of man-

agerial support for the data. An example of how top manage-

ment support for using Productivity data can have an impact

is the Department of Health, Education, and Welfare. Its

policy is that no agency in the department will be allowed
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staffing increases, except in emergency situations, unless

the increase can be supported with workload projections and

work measurement techniques.

Agency management can do several things to encourage the

use of productivity data in budget planning and formulation.

When a reliable measurement system does not exist already,

agency management should take appropriate steps to develop

the capability. To implement the data's use, agency direc-

tives can be issued to specify how the data should be used

for formulating budgets. In addition, seminars can be held

with budget analysts to show them what data is available,

explain how the data can be used, and demonstrate the bene-

fits the data can provide.

National Labor Relations Board:
a success story

One agency that has been successful in using producti-

vity data in its budget process is the National Labor Rela-

tions Board (NLRB). This success is especially significant

because it was achieved through measurement of legal work,

a difficult workload to measure. NLRB has had a continui'ng

management improvement and cost reducti.on program which is

spurred by regular budgeted improvements in productivity

rates. NLRB's top management has stated its commitment to

maintain the highest possible level of voluntary case settle-

ment and the quickest possible case processing time,

consistent with ]ue process and resource availability.
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As a result of NLRB's efforts, it has a long record of

productivity improvements for which to be proud. For instance,

from 1970 through 1977 workload increased twice as fast as

NLRBis budgeted staff year requirements. In its regional

offices, overall productivity increased about 14 percent

during the past 2 years.

The NLRB controller credited this success to using

productivity data for estimating staff resources and to the

long tradition of top management's support for the data's

use. He noted a positive reinforcement for continued

use of productivity data was that OMB approved the NLRB

1hdget submission just as it was requested.

Need for central guidance
and coordination

A central point in the executive branch for guiding and

coordinating the development and use of productivity data

does not exist. GAO has studied the circumstances most con-

ducive to developing and using productivity data. We have

advocated using it for budget formulation and execution;

however, motivation for developing the data and using it in

the budget and management processes largely remains an

agency's lonely choice.

The National Center for Productivity and Quality of

Working Life was given responsibility by OMB for providing

guidance and assistance to agencies in developing productivity
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improvement measurement programs for the executive branch.

OMB has stated that it will assist agencies in the establish-

ment or improvement of work measurement and analysis systems.

Despite these statements, neither the National Center nor

OMB has developed the resources needed to assist agencies

in establishing useful work measurement and productivity

techniques.

Usually the National Center refers agencies needing

assistance to the Bureau of Labor Statistics (BLS) which

is responsible for compiling productivity indexes. However,

BLS lacks the staff to develop the detailed productivity

data needed for budget formulation in most agencies. As a

result, if an agency is motivated to begin its own producti-

vity measurement system for use in budget formulation, there

is no government organization that can give the technical

assistance needed. Moreover, our survey found many agencies

had turned to private sector consulting firms to study the

need for and design of productivity .measurement systems.

Need for added congressional emphasis
to stimulate the use of productivity-
data in the -udget process

The Congressional Budget Act of 1974, gave GAO respon-

sibility for assisting Congressional committees in identify-

ing their needs for budgetary, fiscal and program-related

information. We were also given the responsibility for de-

veloping improvements in the structures used by Federal
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agencies in reporting budget, fiscal and program information

to the Congress.

In carrying out this work for the appropriation subcom-

mittees on selected agvncies, we have proposed improved pro-

gram structures for use in presenting agency budget requests.

This work has also included identifying a broad range of in-

formation needed by the committees, inti..iinq in many cases

specific workload and performance measures. We have worked

with both the committee staffs and agencies in implementing

these identified requirements. For example, we assisted in

improving the Farmers Home Administration's budget so it

is now presented in terms of the specific programs being

carried out as well as program staff years and performance

measurement data.

We believe this approach offers significant opportunity

for improving and expanding the use of productivity data in

the budget process. However, it is a very time consuming

and resource intensive undertaking. We plan to explore

alternative approaches to perform this worlk. .,e is to de-

velop guidelines and sample formats for use in guiding

the Federal agencies in providing the necessary measurement

information in the budget. This approach would draw on the

experience we've gained to date in this work and the ex-

perience of those working on productivity approaches.
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This could result in expanded coverage and still would pro-

vide for assurance that congressional interests are adequ-

ately considered.

Congress can certainly stimulate agency emphasis in

using productivity data by encouraging use of such data for

justifying staffing requests. For instance,

-- Questions asked the HEW comptroller during fiscal

year 1977 budget hearings on how staffing require-

ments are developed prompted increased emphasis

throughout the department in developing work

measuremenL systems that can justify budget requests.

--Interest of the House Government Operations Committee

in the degradation of the national parks prompted

OMB to direct the National Park Service to develop

a system for using productivity data to estimate

staffing requirements.

--Interest by Senator William Proxmire in the reliabil-

ity of the Department of Housing and Urban Develop-

ment's (HUD) work measurement standards led to our

review and subsequent report stating the system has

potential but needs improvement. HUD is now making

the improvements.

Mr. Chairman, we feel this is a particllarly propitious

moment for the Congress to assert its leadership in this area
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of productivity. Surveys indicate that the general public

views Government as being inefficient. The Federal budget

also continues to increase dramatically causing the taxpayers

increasing concern over how their tax dollars are being spent.

The Congress, by emphasizing its interest and concern for

productivity through appropriation hearings can have a

significant impact on Federal productivity improvement.

CONCLUSIONS

We believe budget requests should be based on reliable

estimates of personnel requirements. Productivity concepts

are one potential answer. Productivity data is necessary

for management to accurately determine the personnel and

funds required to meet an organization's goalj. Emphasizing

productivity during budget preparation and approval can

help ensure more efficient use of the Federal budget

dollar.

The use of productivity data in the budget process is

now limited. A larger potential exists for increasing the

use of the data in formulating and executing budgets, especi-

ally in labor-intensive agencies. However, this potential

will not be realized until the existing disincentives are

removed. A recurring theme noted in this survey, as well

as in our other audit work on agency measurement systems,

has been all the reasons why measurement will not work.

We feel the disincentives against using the data cause these
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negative attitudes. These negative attitudes will persist

until disincentives are removed.

A top-down, across-the-board emphasis from the CongLess,

OMB, and agency top management is the best way to increase

Federal managers' use of productivity data, thereby increas-

ing productivity itself.

Last year, the Senate Committee on Appropriations, in

cc¢mmenting on HUD's appropriation bill, stated that "...

a need exists in HUD and Government-wide for objective,

systematic ways to reliably estimate personnel requirements.

The Congress, too, needs budget requests that are based on

reliable personnel requirements estimating techniques. The

concept of work measurement offers potential for yielding

more objective and reliable personnel requirements estimates."

When reviewing agency budgets, oversight committees and

appropriations subcommittees can further encourage use of

productivity data by

--requesting productivity data to support agency

requests for staffing increases,

--requesting concise statements on the status of

agency or department productivity improvement

programs, work measurement systems, and the extent

to which budgets are based on productivity data.

--creating an atmosphere of positive reinforcement

for using productivity data through the use of
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budgetary and organizational incentives, and

-- encouraging agencies to identify major

productivity improvements possible through

investment in capital equipment.

Mr. Chairman, this concludes my statement. I shall be
pleased to answer any questions.

(91038)
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